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P R 0 C B B D I M Q 8 1 

2 

3 

(Bearinq convened at 9130 •·•·> 
COMMX88IO.sR CLARKI Let's call the hearing 

4 to order. Ma. Paugh, it you could walk me through 

5 everything I need to do. 

6 

7 notices. 

8 

9 

KS. PAOOBa We ' ll commence by reading the 

COMM.I88IOIID CLAJlJt 1 That • a a good. idea. 

KR. KBATI•oa Pursuant to notice issued 

10 October 19th, 1998, this time and place have been set 

11 tor a hearing in the tollowing dockets: Docket 

12 No. 980001-EI, tuel and purc.haaed power cost recovery 

13 clause and generating pertormance incentive !actor; 

14 D~ket 980002-EG, energy coneervation cost recovery 

15 clause; Docket No . 980003-GU, purchaaed gas adjustment 

16 true-up; and Docket No. 980007-EI, environmental coat 

17 recovery clause. 

18 

19 

COlOU:88IOIID Ct.ARJ[a Take appearance&. 

xa. &TOMBa Comaiesioner, I'm 

20 Jettrey A. Stone ot the law tirm Beggs ' Lane, 

21 appearing today on behalt ot Gult Power Company. 

22 KR. WILLI81 I'm Leo L. Willis ot Ausley, 

23 McMullen, P.O. Box 391, Tallahassee, Florida, 32302, 

24 appearing together with James o. Beasley ot the same 

25 tirm, P.O. Box 391, Tallahaaeee, Florida 32302 , 

FLORIDA PUBLIC SERVICE COMMISSION 
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1 appearing on behalf ot Tampa Electric Company. 

2 118. P&UOJ!Ia It counsel couJ.d 1ndi~.ate which 

3 dockets they ' re appearing tor, that would bo helpful 

4 tor the record . 

5 KR. WILLIBI I'm appearing in both the 01 

6 and 07 docket. 

7 KR. STOOl And stepping back to mo, I ' m 

8 appearing on behalf ot Gulf Power Company in the 01, 

9 the 02 and the 07 docket. 

10 KR. CJliLDSI Commissioner, my name i s 

11 Matthew Childs of the ti~ ot Steel Hector • Davis. 

12 I'm appearing on behalf ot Florida Power & ~ight 

13 Company in the 07 docket. 

14 KR. JCoWJIIRTDa My naae is John Mc'Whirter, 

15 appearing on behalf ot the Florida Industrial Power 

16 Users Groups, appearing in Oockots 01, 02, 03 and 07 . 

17 XR. BOWBI Commissioners, I'm Roqer Howe 

18 witb the Office ot Public Counsel, appearing on beha lf 

19 of the citizens ot the state ot Florida in the 01 , 02, 

20 03 and 07 dockets. 

21 118. PA0081 Lesl ie Paugh, on behalf oC State 

22 in the 01 and 07 dockets. 

23 KR . KDTI8Ga Cochran !<eating, a ppearing on 

24 behalf of Stott in the 02 and 03 dockets . 

25 COICICXSSIOHBR CLARKI Does Sta t e have a 

FLORIDA PUBLIC SERVICE COMMIS.SIOH 
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1 suggestion of how we should proceed? 

2 

3 

KS . PAUOB I We do. 

G. KDTIWOI Staff SU<:':"ests that we talte 

4 the 03 docket first, followed by the 02 docket; then 

5 the 01 docket, and finally the 07 docket. 

6 COKKX88IOXKR CLARX I All right. We'll do 

7 that. 

8 (Whereupon other dockets were discussed.) 

9 • • • • • 

10 

11 

12 

13 

COIOU88IOXKR CLUXI Now we move to 

KS . PAOOBI 980001, Commissioner. 

COXKI88IO.sR CLARKI Okay. 

KS. PAUOHI Late Friday afternoon Tampa 

14 Electric company was able to resolve with Staff and 

15 the parties the outstanding Btu issue, and Tampa 

16 Electric Company, I believe, has a handout, or Staff 

17 does, that reflects which issues are resolved and how. 

18 COXMI88IOWER CLARX: All right. That ' s on 

19 Issues 3, 4, 7, lOB and C? 

20 KS . PAOOB1 That's correct, CommiasJoner. 

21 COIOU88IO.aR CLARKI And Staff agrees with 

22 the resolution of those issues? 

23 KS . PAUOB1 We do. You may want to get 

2 4 confirmation from FIPUG, Public Counsel --

25 COMXI88IOWBR CLARKI Okay. Well, 

FLORIDA PUBLIC SERVICE COMMISSION 
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1 Mr. McWhirter and Mr . Howe, are you in aqree:ment wi th 

2 tbeae positions, or do you take no ~c~~tion? 

3 o . JtoWJliJI.'l'IDU FIPUG is in agreement. 

4 CONKY88IOKIR CLARXI Kr . Howe? 

5 

6 

o. IIOWJia Public Counsel is in agreem.vnt. 

COJOU88IOJtD CUUI All right. So then e ll 

7 the issues in 980001 have been stipulated; is tha~ 

8 correct? 

9 o. WI.LLISs They have. And the stipulation 

10 has a date of November 23rd, 1998, in the upper 

11 right- hand corner, which was on the desk there. 

12 COMXISSIOWD CLARKs Yea , l heve t hat. 

13 o . WYLLISs Commissioner , Tampa El ec tric is 

14 also -- and will f ile with the clerk the rev i sed 

15 schedules which are Ooculllent 1 of Karen Zwolak 's 

t6 Exhibit KOZ-2 t .hat just conforms with this -- to tho 

17 numbers. 

18 

19 

~BBIONER CUJUts say that aga i n , please. 

KR. WYLLIBs I n order that Tampa E.l(:ctric ' s 

20 filed schedules with respect t o the fuel adjus t ;'Qent 

21 conform t o the stipulations that we have made , Tampa 

22 Electric will file its revised s chedules, which are 

23 Document 1 to KOZ-2, Exhibit KOZ-2. It.'a just a pro 

24 forma filing to conform with the agreements that we ' ve 

25 made . 

FLORIDA PUBLIC SERVI CE COIOfiS.SION 
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1 CONX%88IOHZR CLARXI Ok~y. So that -- well, 

2 I see all of them are KOZ - - wel l , two o£ them are 

3 KOZ-1. I suppose the first one is supposed to be 1 on 

4 the p rehearinq order, on Paqe 26. 

5 

6 

KS. PAOGBI That ' s correct. 

COKMI88IOXIR CLARKI Okay. So when we 

7 i d e ntify t hat exhibit it will be with tho 

8 u nc1er atandinq i t will be with t he corrected paqe. 

9 KR. WZLLI81 Yea . It's revised as ot 

10 November 20th , 1998 . 

11 OIXIDIXTiriBD SPIAKIRI The f irst KOZ-2 

12 shou ld be 1. 

13 COXNISSI OXIR CLARKI Correct. All riqht. 

14 LGt ' s identity t .ho exhibits. 

15 KS. PAOGB I Before we move to that point, 

16 I ' d like Roberta to clarity t he exhibit that will bo 

17 torthcominq. 

18 KS . BASSI The handout that you were qiven 

19 includes the a.mount of an adjustment or 6,639,522. 

20 Stat! is still lookinq at the calr.ulation of 

21 that amount, the interest calculation associated with 

22 the Btu adjustment amount. That nuaber could chanqe, 

23 and I think all the parties have aqreed that whatever 

24 the final number is based on the review of the 

25 interest calculation is what the final amount would 

FLORIDA PUBLIC SERVICE COMMISSION 



1 be. 

2 COXMXSSIOKKR CLARKI Okcy. It's a 

3 mathematical calculation you have. 

4 MS . BASSI Yea, it is. 

5 MS. PAtJCJB1 In addition, I didn't hear 

6 Mr . Willis reflect whether or not on Page 3 ot three 

7 of the facta that you've been handed, it should say 

8 "projected fuel and purchased power". 

11 

9 MR. WILLIS& Yea. And it does, and that was 

10 why I referred to the note on the 23rd, 1998, which 

11 has that word in there. 

12 

13 

XS. PAtJOHI Okay. Thank you. 

COICMI88IOJfD CLARKI Mr. McWhirter and 

14 Mr. Howe, do you agree with the stipulated issues, or 

15 do you take no position? 

16 

17 issues. 

18 

19 

MR . MoWBIRTDI I agree with the stipulated 

COICMISSIOIIBR CI.ARX1 Mr. Howe? 

MR. Hone And here we ' re referring to the 

20 TECO issues, correct? 

21 

22 

COJDli88IOlfD CLARKa Yes. 

MR. BOWBI We agree. 

23 COJDliSSIOJfD CLUltl Okcy. Let ' a go ahead 

24 and identify the exhibits starting with JS-1 and 2. 

25 xs. PAtJOHI I would recommend that the 

FLORIDA PUBLIC SERVICE COMMISSION 
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1 exhibits i n the 01 docket not be mado into composites 

2 because they refer to ditfe.re.nt s c hedules, and tor t he 

3 record that may be a little contusing; s o it I may 

4 just number consecutively. 

5 

6 

COKXI88IOKBR CLARKI That will be fine. 

KS. PAOOBI J S-1 is Exhibit l ; JS-2, 

7 Exhibit 2 ; KHW-1, Exhibit 3; KHW-2 , Exhibit 4 ; DBZ-1 

8 is Exhibit 5; DBZ-1, the second one, is Exhibit 6; 

9 RS-1 is Exhibit 7 --

10 COMXIBSio..a CLARXI Ia that the -- let me 

11 just ask you it that is the way it 's listed on the 

12 exhibit itself. Are there two DBZ- 1s? 

13 MS. PAOOB1 I'll have to oheok . And we will 

~4 make whatever corrections are appropriate with the 

15 order. 

16 

17 

COMXI88IOKBR CLARKI Okay. 

KS, PAOOBI RS-2 is Exhibit 8; RS- 3, 

18 Exhibit 9; RS-4, Exhibit 10; R8 --

19 COMXIBBIO.sR CLARKI You •re going too fast 

20 for me. 

21 

22 

K8, PAOOB r Sorry about that. 

COMXI88IOKBR CLARKI Go ahead. 

23 KS . PAOaBI RS-5, Exhibit 11; RS- 6, 

24 Exhibit 12; RS-7, Exhib it 13; KKD-1 , Exhibit 1 4 ; 

25 I<IID-2, Exhibit 1!1; IOID-3, Exh ibit 16; GHB-2, 

FLORIDA PUBLIC SERVICE COMMISSION 



1 composite, is Exhibit 17; HF0-1 Exhibit 18; SBC-2, 

2 Exhibit 19; GDP-1, Exhibit 20; GDF-2, Exhibit 21; 

3 GDP-3, Exhibit 22; KWH-1, Exhibit 23; KOZ-1 as 

4 correcte~ i n this hearing is ~~ibit 24; KOZ-2, 

5 Exhibit 25; KOZ-3, Exhibit 26; GAK-1, Exh i bit 27 ; 

13 

6 GAK-2, Exhibit 28; GAK- 2, the eeoond designation, wi ll 

7 be Exhibit 29. We'll check that on t he exhibit 

8 documen t. GAX-3 , Exhibit 30; RB-1, Exhibit 31; DAB-1, 

9 Exhibit 32; KJH-1, Exhibit 33. 

10 We would recommend that the exhibits be 

11 move~ into the recor~. 

12 COXM%88IOWBR CLARKI Those exhibits wil l be 

13 entere~ in the record without objection. 

1 4 (Exhibits 1 through 33 marked tor 

15 identitication and received in evidence.) 

16 KS. PAUOBI In addition, Statt recommends 

17 thet the testi111ony ot the tol1owing witnesses be moved 

18 into the record as though read. This can be tound on 

19 Page 5 ot the preh earing ordor, and going on to 

20 Page 6. 

21 They are: John Scardino, Jr., Karl Wieland, 

22 Daurio Zuloaga, R. Silva, R.L. Wade, K.H. Dubin, 

23 George H. Bachman, M. P . Oaks, s.B. Cranmer, 

24 G.D. Fontaine, H.W. Howell, Karen o. zwolak, 

25 G.A . Keselowoky, Rod Burkhardt, Deirdre Brown, 

FLORI DA PUBLIC SERVICE COMHISSION 
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1 Kark J. Hornick. 

2 (REPORTER ' s NOTE: Pursuant t o counsel t or 

3 the co-ission, the testimony o! John Scardino "•• not 

4 needed ; tberetore, it was not i nserted i n the 

5 t r anscript, a nd bia exhibits, i dentitied as Exhibit 

6 Nos . 1 a.nd 2 in the prehear inq order , were not 

7 adai tted . ) 

8 C())Ol.I88IO!ID CLARKI The testimony of those 

9 witnesses will bo entered in the record as th.ouqh 

10 read . 

11 aat. Bona Excuse me, co-issionor Clark. 

12 Lee, 9iven the decision we made on the Btu 

13 adjuataent , is thoro any need at this time to hove 

14 Dair~re Brown' s and Mr. Hornick ' s testimony in the 

15 record? 

16 

17 

KR. 1fl:LLI81 No. 

KR. HOW111 Co11ullissioner Cll!rk, I would 

18 suqqest that those two witnesses' testiaony not be 

19 i ntroduced i nto the record since we've reached an 

20 agreemen t on the Btu adjustment. 

21 ICB. PAOCJJll That's acceptable to st.t !t. 

22 coKMXeeiOWKR CLARKI Then the testiaony ot 

23 Deirdre Brown and Mr. Hornick will not entered in the 

24 record and, likewise, ~ibit 32 and 33 will not be in 

25 the record . 

FLORIDA PUBLIC SERVICE COMMISSION 
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7 

8 

9 

10 

ll 

12 

1) 

l4 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2 4 

25 

record.) 

15 

KR. WILLIS! we have no objection t o that . 

liB. PAUQJII st.aft has no objactivn. 

(Exhibits 32 and 33 were wi thdrawn Crom the 

FLORIDA PUBLI C SERVICE COMMISSION 



FLOriiOA POWER CORPORATION 

DOCKET No. 980001 -EI 

levellzed Fuel and Capacity Cost Factors 

January through December 1999 

DIRECT TESTIMONY OF 

KARL H. WIELAND 

Q . Plea.ae state your name and business addreas. 

1 6 

2 A My name Is Karl H. Wieland. My bus1ness address is Post Off1ce Box 

3 14042, Sl Petersburg, Florida 33733. 

4 

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

s A I am E'mployed by Florida Power CorporahOn as Manager of Financ1al 

1 Analysis. 

6 

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

10 Company remained the same since you last testified In this 

11 proceeding? 

12 A. Yes. 

13 

14 Q . What Is the purpose of your testimony? 

15 A. The purpose of my testimony is to present for Commission approval the 

16 Company's levellzed fuel and capacity cost factors for the period or 

17 January through December 1999. 



2 

3 

• 
5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

1 7 

a. Do you have an exhibit to your 1estlmony? 

A. 

a. 

A. 

Yes. I have prepared an exhibit at1ach"d to my prepared tPslimony 

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

requirements for these proceedings, Schedules E1 through E10 and H1 . 

which contain the Company's level1ized fuel cosl factors and the supporting 

data. Part.s A through C contain the assumpt1ons wh1ch support the 

Company's cost projections. Part D contains the Company's capacity cost 

recovery factors and supporting data. Part E contains a calculation of 

costs the Company proposes ~o recover dunng the period for the 

conversion of an additional combustion turbine to natural gas firing 

FUEL COST RECOVERY 

Please de4cribe the levellzed fuel coat fac tors calculated by the 

Company for the upcoming projection period. 

Schedule E1 , page 1 of the "E" Schedules in my exh1b1t. shows the 

celculation of the Company's basic fuel cost factor of 1.893 ¢/kWh (before 

line loss adjustment). The basic factor consists of a fuel co~t for the 

projection period of 1.91322 ¢/kWh (adJusted for jurisdictional losses). a 

GPIF penalty of 0.00132 ¢/kWh, and an estimated prior penod true-up 

credit of 0.04494 ¢/kWh. In addition. the basic factor includes a charge of 

0.02528 ¢/kWh representing the remaining three months of nuclear 

replacement fuel replacement cost to be collected per stipulation approved 

in Docket No. 970261 -EI. and a Market Pnce true-up cred1t for Powell 

Mountain in the amount of 0.00079 ¢/kWh 

- 2 -



2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 Q. 

16 

17 A. 

18 

19 

1 8 

Utilizing this basic factor, Schedule E1-0 shows the calculalion and 

supporting data for the Company's levelized fuel cost factors for seco11Jary, 

primary. and transmission metering tariffs To accomplish this calculation. 

effective jurisdictional sales at the secondary level are calculated by 

applying 1% and 2% metering reduction factors to primary and 

transmission sales (forecasted at mater laval). This 1s cons1stent with the 

methodology being used In the development of the capactty cost recovery 

factors. 

Schedule E1-E develops the TOU factors 1.287 On-peak and 0.858 

Off-peak. The levelized fuel cost factors (by metenng voltage) are then 

multiplied by the TOU factors. which results in the final fuel factors to be 

applied to customer bills during the projection penod. The final fuel cost 

factor for residential service is 1.896 ¢/kWh. 

What is the change In the fuel factor from the current to the projected 

period? 

The average fuel factor decreases from 2.122 ¢/kWh to 1.893 ¢/kWh, a 

decrease of 1 0.8%. 

20 Q. Please explain the reasons for the decrease. 

21 A. The decrease Is a result of several factors, Including the addition of the 

22 efficient new Hines Unit 1 combined cycle plant, the annual vs seasonal 

23 fuel factor calculation, an over-recovery cred1t, and a reduced factor for the 

24 recovery of previously approved nuclear fuel replacement costs. The 

25 annual fuel factor is lower than the summer seasonal factor on which 

0 3-



, 9 

1 current rates are based because the additional generation requtred dunng 

2 the summer period is supplied by more expensive oil and gas ftred units 

3 

• a. What portion of tho previously approved nuclear replacement fuel 

5 costa will be recovered during 1999? 

6 A Schedule E 1, line 28b shows that unrecovered balance of $8,346,290, or 

7 0.02528 ¢/kWh, of the approved recovery amount will be recovered during 

8 1999. 

9 

10 a. What Ia Included In Schedule E11, line 4, " Adjustments to Fuel Cost"? 

11 A. Line 4 shows the recovery of the costs assooated wtth conversion of 

12 eleven combustion turbine untts to burn natural gas mstead or dtsllllate oil 

13 Recovery of the conversion of Intercession Ctty un1ts 7 through 10, Debary 

14 units 7 & 9, Bartow units 2 & 4 and Suwannee units 1 & 3 have already 

15 been approved by this Commission In th1s filing the Company 1s 

16 requesting approval to add the conversion costs of an add1t1onal umt 

17 located at Debary beginning in May, 1999. In addttion, line 4 contatns the 

18 annual payment of $1 3 million to the DOE for the decommissioning and 

19 decontamination of their ennchment factlittes 

20 

21 Q. What Ia Included In Schedule E1, line 6, " Energy Cost of Purchased 

22 Power"? 

23 A Line 6 includes energy costs for the purchase of SO MWs from Tampa 

2<4 Electric Company and the purchase of 4~ MWs under a Untt Power Sales 

25 (UPS) agreement with the Southern Company The capactty payments 

• 4 . 



2 

3 

• 
5 

6 

7 

e 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

a. 

A. 

20 

associated with the UP~ conlt'BQ are based on the onginal contract of 400 

MWs. The additional 5 tvWVs are the result of revlstto SERC rqlings for the 

five units involved in the unit power purchase. provid1ng a benefit to Flonda 

POW9f in the form of reduced costs per kW. Both of these contracts have 

been In place and have been approved for cost recovery by the 

Commission. Capacity costs for these purchases are 1nciuded 1n the 

capacity cost recovery factor. 

What Ia Included In Schedule E1, line 8, " Energy Cost o f Economy 

Purchases (Non-Broker)" ? 

Line 8 consists primarily of economy purchases from within or outs1da the 

state which are not made through lhe Florida Broker System. line 8 also 

includes energy costs for purchases from Seminole Electnc Cooperat1ve 

(SECI) for load following, and off-peak hydroelectnc purchases from the 

Southeast Electric Power Agency (SEPA) The SECI contract 1s an 

ongoing contract under which the Company purchases energy from SEC I 

at 95% of its avoided fuel cost. Purchases from SEPA are on an as

available basis. There are no capacity payments assoctated w1lh Bllher of 

these purchases Other purchases may have non-fuel charges. but s1nce 

such purchases are made only if the total cost of the purchase is lov.-er than 

the Company's cost to generate the energy, it is appropriate to recover the 

associated non-fuel costs through the fuel adjustment Clause rather than 

the capacity cost recovery factor Such non-fuel charges. 1f any, are 

reported on line 1 0. 

. 5 . 
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3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q. 

A 

2 1 

Please explain the entry on Schedule E1, line 17, " Fuel Cost of 

Stratified Sales." 

Florida Power has several wholesale contracts with Sbm•nole, somt> <.~I 

which represent Seminole's own firm resources. and others that prov1de for 

the sale of supplemental energy to supply the port•on or their load 1n 

excess of Seminole's own resources, 1080 MW in 1999. The fuel costs 

charged to Seminole for supplem8lntal sales are calculated on a "stratified" 

basis, in a manner which recovers the higher cost of intermediate/peaking 

generation used to provide the energy. New contracts for fixed amounts 

of intermediate and peak.ing capacity begin in January of 1999 While 

those sales are not necessarily priced at average cost, Flonda Power is 

crediting average fuel cost for the appropriate stratifica tion (Intermediate 

or peaking) in accordance With Order No. PSC-97-0262-FOF·EI Florida 

Power also has existing wholesale peaking contracts with Georg•a Power 

Company and the Municipal Electric Authonty of Georg1a (MEAG) under 

which fuel costs are charged in a sim1lar manner The fuel costs of 

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

power transactions used to calculate the average system cost per kWh for 

fuel adjustment purposes. However. since the fuel costs of the stratified 

sales are not recovered on an average system cost basis, an adJUStment 

has been made to remove these costs and the related kWh sales from the 

fuel adjustment calculation 1n the same manner that Interchange sales are 

removed from the calculation. This adjustment is necessary to avoid an 

over-recovery by the Company wh1ch wowld result from the treatment of 

these fuel costs on an average system cost bas1s 1n th1s proceed1ng. wh1te 
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actually recovering the costs from these customers on a higher. stratrfie<f 

2 cost basis. Details on these sales are shown on Schedule E6. 

3 

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

5 developed? 

6 A. The estimated true-up calculation begins With the actual balance of 

1 $(36,210,111 ). taken from Schedule A2, page 3 of 4, prev1ously submitted 

8 for the month of August This balance was projected to the end CJf 

9 December, 1998, including interest estimated at the August and1ng rate of 

10 0.462% per month. The development of the estimated true-up amount fm 

11 April through December 1998 period is shown on Schedule E1B, and 

12 summarized on Schedule E1A. The actual September balance will be 

13 amortized during October through December. 1998, resulting 10 a current 

14 period estimated over-recovery of $14.837,877 at the end of December 

15 1998. This results in an eS1imated true-up credit on line 28 of Schedule E 1 

16 (Basic) of 0.0449 ¢/kWh for application '" the January-December 1999 

17 projection period. 

18 

19 Q . What are the primary reasons fo r the projected December 1998 o ver-

20 recovery of $14.8 million? 

21 A. Continuing the summer fuel adjustment factors for October through 

22 December, 1998 is the major reason for the over-recovery Th1s over-

23 recovery was anticipated to be $21 .7 million In the Company's June 22 

24 fi ling for this period. but extreme summer temperatures increased fuel 

25 expenses and reduced the expected over-recovery 

. 7 . 
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a. How was the mar1<et price true-up for Powell Mountain coal purchases 

2 calculated? 

3 A The calculation was performed in accordance w ath ll'le mari<et prictng 

4 methodology approved by the Commission for Powell Mour.t<:ln coal 

5 purchases In Docket No. 860001-EI-G and has been made avaalable for 

6 Staff review. The true-up Is based on the difference between the 

7 preVIously recovered cost of Powell Mou.ntain coal purchases during 1995, 

8 and a calculated cost using the marl<et price Index for compliance coal in 

9 BOM District 8 for 1997, as adopted in Order No. 22401 . The true-up 

10 amount of $263,847 also Includes interest through May, 1998 

11 

12 a. Has Florida Power conflnned the validity of using the "short-cut" 

13 method of determining the equity component of EFC's cap ital 

14 structl.lre for calendar year 1997? 

15 ,A. Yes. Florida Power's Audit Services department has reviewed the analys1s 

16 performed by Electric Fuels Corporation (EFC). The revenue requirements 

17 under a full utility-type regulatory treatment methodology us1ng the actual 

18 average cost of debt and equity required to support Florida Power busrness 

19 was compared to revenues billed using equity based on 55% or net long-

20 term assets (short cut method). The analysis showed that for 1997, the 

21 short a.rt method rel>ulted in revenues of $286 4 million which were $0 01 

22 million or 0.004% lower then revenues under the full utility-type regulatory 

23 trealment methodology. Florida Power continues to believe that thiS 

24 analysis confirms the appropriateness or the short cut melhod 

- 8-
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1 Q . Has Florida Power properly c~>Jculated the 1997 price for waterborne 

2 transportation servi ces provided by Electric Fuels Corporation? 

3 A. Yes. The 1997 waterborne transportation calculation has been revleweu 

4 by Staff and Public Counsel and deemed properly calculated. 

5 

6 Q. Please explain the procedure for forecasting the unit cost of nuclear 

7 fuel. 

8 A. The cost per million BTU of the nuclear fuel which will be 1n the reactor 

9 during the projection period {primarily Cycle 11) was developed from the 

10 unamortized investment cost of the fuel in the reactor. Cycle 11 consists 

11 of severel'batches," of fuel assemblies which are separately accounted for 

12 throughout their life in several fuel cycles. The cost for each batch is 

13 determined from the actual cost incurred by the Company, which is aud1ted 

14 and reviewed by the Commission's field auditors The expected available 

15 energy from each batch over its life is developed from an evaluation of 

16 various fuel management schemes and estimated fuel cycle lengths From 

17 this information. a cost per unit of energy {cents per millie:-. BTU) 1s 

18 calculated for each batch. However, since the rate of energy consumption 

19 Is not uniform among the Individual fuel assembl1es and batches within the 

20 reactor core, an estimate of consumption within each batch must be made 

21 to property weigh the batch unit costs in calculating a composite un1: cost 

22 for the overall fuel cycle. The cost per million BTU for cycle 11 was also 

23 used for cycle 12 which will be in effect from mid-November through 

24 December. 1999, following the fall 1999 refueling outage. 

- 9 . 
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a. How was the rate of energy consumption for each batch within Cycle 

2 11 estimated for the upcoming projection period? 

3 A The consumption rate of each batch has been estimated by utiliztng a core 

4 physics computer program which simulates reactor operations ovqr the 

s projection period. When this consumption pattern is applied to the 

6 indivlidual batch costs, the resultant composite Cycle 11 is $0.34 per million 

7 BTU . 

s 

9 a. Would you give a brief overview of the procedure uud in d'eveloping 

10 the projected fuel coat data from which the Company's basic fuel cost 

11 recovery factor was calculated? 

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

13 forecast. These forecasts are input into PROMOD. alon9 with purchased 

14 power information, generating unit operating characteristics. maintenance 

15 schedules. and other pertinent data. PROMOD then computes system fuel 

16 consumption, replacement fuel costs. and energy purchases and costs 

11 This data is Input into a fuel inventory model, which calculates average 

18 inventory fuel costs. This information is the basis for the calculation of the 

19 Company's levelized fuel cost factors and supporting schedules 

20 

21 a. What Is the source of the system sales forecast? 

22 A The system sales forecast is made by the Forecasting soct1on or the 

23 Financial Anafysls Department using the most recently available data. The 

24 forecast used for this projection period was prepared 1n June 1998 

. 10. 
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a. Ia tho methodology used to produce the sales forocaat for this 

2 projection period the aame aa prevloualy used by tho Company In 

3 thoae proc:eedlnga? 

4 A. The methodology employed to produce the forecast for the proJection 

s period is tha same as used In the Company's most recant filings. and was 

6 developed with an econometric forecasting model The forecast 

7 assumptions are shown 1n Part A of my exh1b1t 

a 

9 a. What Ia the source of the Company' a fuel price forecaat? 

10 A 1he fuel price forecast was made by the Fuels Supply Department based 

11 on forecast assumptions for residual 011. #2 fuel oil. natural gas. and coal 

12 The assumptions for the projection penod are shown 1n Pan B of my 

13 exhibit. The forecasted pnces for each fuel type are shown 10 Part C 

14 

15 a. Please explain tho baala for requesting recovery of tho coat of 

16 converting a third combuatlon turbine unit (unit 8) at Debary to bum 

17 natural gu. 

11 A In Docket No. 850001-EI-B, Order No. 14546 1ssuad on July. 1985. the 

19 Commission addressed charges appropnate for recovery through lha fuel 

20 clause: 

21 "Fossil fuel-related costs normally recovered through bas(' 

22 rates but v.tllc:h were not recogmzed or antJOpated '" the cost 

23 levels used to determine current base rates dnd wh1ch. '' 

24 expended. W111 result in fuel savmgs to customers Recovery 

• 11 • 
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of such costs should be made on a case by case basis af'ler 

Commission approval ... 

2 7 

Since August of 1995, Florida Power has converted lnterce:.:ton C1ty 

units 7-10, Debary units 7 and 9, Bartow units 2 and 4 . and Suwannee 

units 1 and 3 to bum natural gas. The Comm1ssion prev1ously authonzed 

the Company to recover the conversion cost of these units. Including a 

return on investment, over a five-year period Flonda Power 1s asking 

the Commission for the same treatment for Debary Unit 8. The cost to 

convert Debary Unit 8 is $1 4 million Th1s convers1on cost was not part 

of the cost of the Debary units when they were included in rate base as 

part of the 1993 test year 

How Is Florida Power propoalng to recover tho convers ion cost? 

Florida Power proposes to amortize the $1 4 million convers1on cost for 

Debary Unit 8 over a fiVe-year period beginning w1th the plant 1n-serv1ce 

date of May, 1999. The same amortization period was approved for all 

previous conversions. The projected cost dunng 1999 15 $215.013 wnich 

consists of an amortization charge of $139,998 and a retum (1nclud1ng 

income taxes) of $75,015 based on the Company's current cost of cap1tal 

of 8.37%. The fuel savings for the same penod are eKpected to be 

$376.000 resulting In a net benefit to customers of $160.987 D Jring the 

five year amortizat1on period, the conversion produces fuel sav1ngs With 

a present value of $2.7 million which results in a net benefit to customers 

of $0.9 million. These savings will grow after th& amortization period 1f 

gas continues to be available 

• 12 • 
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A monthly schedule or amortization expenses and proJectud fuel 

2 savings is attached as Part E of my testimony 

3 

4 a. Why was Debary Unit 8 not Included In tho original requests for 

5 Units 7 or 9? 

s A. Florida Power continues to take a very conservative approach in its 

7 assessment or gas availability for the Debary site because the avatlabtlity 

e of gas at the site is limited and difficult to predict. Actual fuel savings for 

9 Debary Units 7 and 9 have far exceeded expectation which has made the 

10 Company more confident of fuel availability which Is critical to achieving 

11 the fuel savings. Since their conversion, Debary Units 7 and 9 have 

12 reduced fuel cost by $8.5 million compared to an investment or $3.3 

13 million. 

14 

15 a. Why Is Florida Power proposing a five-year amortization period 

16 rather than ox.penalng the conversion cost or depreciating It over 

17 the life of the unit? 

18 A Florida Power chose a five-year penod in order to align the recovery of 

19 costs with anticipated benefits The Company Is relying on the 

20 availability or interl'l{>Uble gas transportation for the delivery of gas to the 

21 site because firm (take or pay) contracts ere not econom1cal fo1 e low 

22 capaclty factor peaking site. Discussions with Florida Gas Transmission 

23 as well as actual experience to date for previously converted units at this 

24 si te indicate that Interruptible gas will be available h suffictent quantity 

25 to power the converted units for the next five years. Florida Power hopes 
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that some gas will be available beyond that lime which wi ll yield 

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

during the time when the maJority of benefits are expecte<.l •o occur 

Amortizing the conversion over the life of the units could burden future 

customers with costs that do not have corresponding benefits Achaeved 

fuel savings will be presented in the annual true-up filings until the units 

are fully amortized. 

What does Florida Power propose to do if expected fuel savings are 

not achieved? 

As it has proposed with all previously converted units, Flonda Power as 

willing to assume the risk for achieving fuel savings for Debary Unit 8. 

If fuel savings during any annual period are less than the amortization 

and return costs, we will limit cost recovery to fuet savings and defer 

recovery of the difference to future periods. In no case will the Company 

collect an amount greater than the fuel savings, making th is a no-lose 

proposition for customers. 

CAPACITY COST RECOVERY 

How was the Capacity Cost Recovery f actor developed ? 

The calculation of the capacity cost recovery (CCR) factor •s shown in 

Part D of my exhibit. The factor allocates capacaty costs to rate classes 

in the same manner that they would be allocated if they were recovered 

in basa rates. A brief explanatioo of the schedules In the exhibat follows 

• 14 -
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1 Sheets 1 and 2: projected Capacity Payments. This schedule 

2 contains system capacity payments for UPS. TECO and nF purchases 

3 The retail portion of the capacity payme11t& are calet•lated using 

4 separation factors from the Company's most recent Jurrsdictional 

5 Separation Study. 

6 Sheet 3: Estimated/Actual True-Up, This schedule presents the 

7 actual ending true-up balance as of August, 1998 and re-forecasts the 

s over/(under) recovery balances for the next four months to obtain an 

9 ending balance for the current period. This estimated/actual balance of 

10 $(4,856,714) is then carried fOIWard to Sheet 1, to be collected during the 

11 January through December, 1999 penod. 

12 Sheet4: Development of Jyrisdjctjooal Loss Multipliers The same 

13 delivery efficiencies and loss multrplrers presented on Schedule E 1-F 

14 SheetS· Calculation of 12 cp and Annual Average Demand The 

15 calculation of average 12 CP and annual average demand is based on 

u 1997 load research data and the delivery efficiencies on Sheet 3 

17 Sheet 6· Calculation of Capacity Cost Recoyery Factors The total 

18 demand allocators in column (7) are computed by addrng 12/13 of the 12 

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

20 The CCR factor for each secondary delivery rate class in cents per kWh 

21 is the product of total JUrisdictional capacrty costs (inelud.ng revenue 

22 taxes) from Sheet2, times the class demand allocation factor. drvided by 

23 projected effective sales at the secondary level. The CCR !.actor for 

24 primary and transmission rate classes reflect the application of metering 

25 reduction factors of 1% and 2% from the secondary CCR factor 

- 15-
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a. Please discuss the Increase In the CCR factor compared to the prior 

2 period. 

3 A. The increase in the average CCR factor from 0.87181 ¢fi<Wh 1n the Apnl 

4 through September 1998 period to 0.94343 ¢/kWh for the January 

5 through December 1999 period is due to the greater amount of kWh 

6 sales per dollar of expense during for the summer period than during the 

1 full calendar year. In addition, annual mcreases 1n capac1ty payments 

8 lead to increases In the factor from one year to the next. A third cause 

9 is the small under-recovery that Is projected for the end of the year 

10 because the lower summer factor remains in place dLnng October 

11 through December of this year. 

12 

13 a. Does this conclude your testimony? 

14 A Yes. 

. 16 . 
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FLORIDA POWER CORPORATION 

DOCKET No. 980001 -EI 

GPIF Targets and Ranges for 

January through December 1999 

DIRECT TESTIMONY OF 

DARIO B. ZULOAGA 

Pleaee atate your name and business addreu. 

32 

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

14042, St . Petersburg, Florida 33733. 

By whom are you employed and In what capacity7 

I am employed by Aorida Power Corporation as a Principal Eng1noor In 

Energy Supply, Performance Services. 

Have the duties and roaponilblltles of your position with tho Company 

remained the same since you laat testified In this proceedlng7 

Yes. thoy havo. 

W!'lat Ia the purpon of your taatlmony7 

1• A. Tho purpose of my testimony IS to present the development ol tho 

10 Company's Generating Performance Incentive Factor (GPIFI U!lrgott and 

J 
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ranges for tho period of January through December. 1999. Thoso GPIF 

2 targets and renges have boon developed from individual unil equivalent 

3 availability and average not operating heat rato targets and 

• lmprovoment/degredatlon ranges for each of Florida Power's GPIF 

5 generating units In accordance with the Commission's Generating 

o Porformanco Incentive lmplomontatlon Manual. This Initial prosontatlon 

1 of GPIF targets and ranges on an annual, calendar-year basis Is In 

• accordance w i th Commission Order No. PSC-98-0691 ·FOF-PU. In 

o addition, I have previously presented Florida Power's GPIF targets ond 

10 ranges for tho three-month transition period of October through 

11 Oecombor. 1 998 In my testimony submitted for tho August, 1998 

, hearings. which was doforred to tho upcoming Novombor hearings. 

1• Q . Do you have an exhibit to your testJmony7 

15 A . Yos. I will sponsor an oxhlblt containing 72 pages. which consists of 

10 tho GPIF standard form schedules prescribed In tho Implementation 

11 Manual and supporting data, including unplanned outago ratos. not 

11 operating hoat rates, and computer analyses and graphs for each of tho 

11 Individual GPIF 11nlts, ell of which are attached to my proparod 

20 testimony. 

. 2 . 
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a. Which of the Com~ny'a generating units have you Included In 1he 

2 GPIF program for the upcoming p rojection period? 

J A . I have Included the same uni ts aa were Included for tho current ~>o·iod; 

• Crystal River Units 1 through 5 and Ancloto Units 1 and 2. 

5 

o a . Have you detennlned 1he equivalent availability targets and 

1 Improvement/degradation ranges for the Company' a GPIF unlta7 

e A. Yes. I have. This information is included In 1he Tr..wot and Range 

• Summary on page 3 of my exhibit . 

10 

II 

12 

IJ 

14 

10 

10 

17 

II 

18 

20 

21 

~2 

a. 

A. 

How were the equivalent availability targets developed? 

The equivalent availability targets were developed using tho 

methodology established for 1ho Company's GPIF units, as sot forth jn 

Section 4 of the Implementation Manual. This method doscribos the 

formulation of graphs based on oach unit's historic porformanco data 

for the four Individual unplanned outage rates l l.o. forced, parttal 

forced, maintenance and partial maintenance outage rates). whach an 

combination co.,stit\Jte tho unit's equivalent unplanned outage rate 

IEUOR). From operational data and those graphs, tho lndlvltlual target 

rates are determined by Inspecting two years of twolvo·month rolling 

avoragos and tho scatter of monthly data points during tho two.yoor 

period. The uni t ' s four target rates are thAn usod to calculate Its 

. 3 . 
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35 

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

projected planned outage hours ora taken intn eccnunt, the hours 

calculated from those individual unplanned outage C.AW can then be 

converted into an overall equivalent unplanned outage flu;.1ru: IEUOFI . 

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

outage factors IEUOF and POFI when added to the equivalent 

availability factor lEAF I will always equal 100%. For example, on 

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

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

rates are contained in the section of my exhibit entitled "Unplanned 

Outage Rate Tables and Graphs". 

What Is the target equivalent avaUablllty factor for Cryatal River 37 

Tho EAF target for Crystal River Unit 3 Is 80.31 %. The unit 's next 

refueling outage is scheduled to begin on October 1 and continue 

through November 14, which results in a POF of 12.33 % for tho 

period. The unit'<~ EUOR target is 7.9 1 % , which equates to an EUOF 

of 7 .36% when planned outage hours are taken into account. 

The availability targets for tho 1999 period were developed after 

removing from the historical data all forced outago hours ossociotod 

- 4 -
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with the September 1996 to February 1998 shutdown of the unit to 

address certain design Issues related to backup safety systems, 

including the emergency diesel generators. 

Please describe the method utHized In t he development of the 

Improvement/degradation ranges for each GPIF unit 's evaBabRity 

targets. 

In general, the methodology described In the implementation manual 

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

unplanned outage rates associated w ith each unit. From an analysis 

of the unplanned outage graphs, units with small historical variations 

In outoge rates were assigned narrow ranges and unlls whh Iorge 

variations wore assigned wider ranges. These individual ranges. 

expressed In terms of rates, were then converted Into a single unit 

availability range, expressed In terms of a factor. using the same 

procedure described abovo for converting the availability targets from 

rates to factors. 

Have you determined the net operating heat rate targets and rangoa for 

20 the Company'a GPIF unlta7 

, A . Yes, I have. Thla Information Is included In tho Target and Rango 

u Summary on Page 3 of my exhibit . 

• 6 • 
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Q. How were theae heat rate targeta and ranges developed? 

l A. The development of tho heat rate targets and ran~;es for the upcoming 

3 period utilized historical data from the past three years, 11:. -!ascribed 

• in the Implementation Manual. A "least squares" computer program 

G was used to curve-fit the heat rate data within ranges having a 90% 

0 confidence level of Including all data. The computer analyses and data 

7 plots used to develop the hoot rate targets and ranges for oach of tho 

• GPIF units are contained In the section of my exhibit entitled ·Average 

• Net Operating Heat Rate Curves" . 

10 

1 I Q . How were the GPIF Incentive points developed for the unit avaHabHity 

lJ and heat rate rangea7 

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

evenly spreading the positive and negative point values from the target 

1s to the maximum and minimum values in case of availability, and from 

10 the neutral band to tho maximum and minimum values in the case of 

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

" rango in the same manner as described for the Incentive points. Tho 

10 max,fmum savings (loss) dollars are the same a:. thoso used in the 

l O calculation of weighting factors. 

ll 

u 0 . How were the GPIF weighting factors determined? 



30 

A. To dotormlno the weighting factors for availability, a series of PROMOD 

2 slmulatlons were modo In which each unit's maximum oquivalern 

l availability was substituted for the target value to obtain a now system 

• fuol cost . The differences In fuel costs between those cases and tho 

o target coso determines tho contribution of each unit's availability to 

o fuel savings. Tho hoot rate contribution of each unit to fuel savings 

1 was determined by multiplying tho BTU savings between tho minimum 

• end target heat rates (at constant generation) by tho average cost per 

a BTU for that unit. Weighting factors were then calculated by dividing 

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

II 

12 Q , Whit wee tho bills for determining the estimated maximum Incentive 

13 amount? 

1• A. Tho dotormlnatlon of tho maximum reward or penalty was based upon 

11 monthly common equity projections obtained from a detailed financ1al 

10 simulation performed by the Company's Corporate Model. 

17 

tt 0 . Does thla conclude your teatlmony? 

11 A. Yes. 

• 7 . 
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BEFORE THE PUIB LIC S ERVICE COIIIMISS JO~ 

FLOR IDA POWER & liC IIT COIIIPA~Y 

Al\1 ENDED T ESTII\tO!"' \" 01- H. Sl L \ A. 

ORIGINALLY FILED I\IA Y 27, 1998 

DOCKET NO. 980001-EI 

OC'TOOEil 5, 1998 

Ple:u~ s tale your nam~ nnd business Addr~ss. 

My IUIIlC is Rene Sah ~ :lllld my busrncss oddrcss IS 7()() Llrm·crse 

Boulev:ud. Juno Bc:lch, Honda 33408 

Mr. S ilva, would you plnu Slnlc your prcscnl posi1ion wi1h ~1oridu 

Power and Li&hl Comp1ny (f'PL). 

I om f\ l:uugcr of Plaruung. !For,-c:tsl:nll and Regula~<•!) Kcspons.:, an 1hc 

Power Gcncr.uaon Ousaness Un11 of FPL 

l\l r. Sih •:o, hnvc )'OU prc,iously prescnlcd lrslirnon~ in !his dockrl? 

Yes. I IUI\'c. 

M r. Sih •a, wh31 i5 I he purpOSt' or your ICSiimony'! 

The purpose of Ill) leslrmOn) 11 10 amend m~ ongrnal ICSIIIliOn} a nd 

cxh.bals filed on Ma} 27. 1998 nus amendment IS nccess.,r: 10 rdl<CI, 10 

the GPIF resuhs. lhc thcrm:1l up rate of both Tur~c' Pom1 Units 3 ond 4. 

Md the correspondmg net capacll) mcn:asc from 1he 6uh MW used an 

our earlier reword/peru h) c:olculallon. 10 !he corrccl 693 l'-1\\'. 1\hach w:u 

39 



2 

3 

5 

6 

1 

8 

9 

10 

11 

12 

13 

IJ 

IS 

16 

11 

18 

19 

20 

21 

22 

23 

2J 

2j 

Q. 

A 

unplcmcmro m Occobcr of 1Y'I6. buc noc rcOcccro m chc rnonchh rcpons 

co chc FPSC Sc~IT nor '" "" oroguul lihng of 1\1,1\ ~ 7 1•1'1M An crrncn 

sheet rs c:ont:unc:d 10 "" :rtuchcd E~ubn (INcument r-:o 3) 

In whnc manner d~s che incru~ in Unit rnpucity affec t chr 

calculation of rC",.ardl~nah) for hue rate nnd a• ailabilit) 

~rfom1ance? 

Applpng the mcrc:uc rn Unot c::lp.l;ll~ to the GPIF <.'qUJtu.>n• "'"h' m J 

lower actu:al hc:lt rate for the Unlls m qucstron :md rn thr~ esc rcsuhs 10 

no GPIF reward or pen.llcy due to hct rate pcrfom•ancc for Tur~.., Pt 

Umu 3 :md 4 More spccrlic:~ll~, chc onc=sc m Unu c:~pncrt~ reduce~ che 

accual vnlucs of Uno I Net Oper:~ung F:~ccor (NO F) 1111d con~qucnrh the 

•':!lues for :ldJuscro :rccunl AdJusccd Net Opcmon11 ltc:~c !bee (ANOliK) 

dur10g the pcrrod As :1 result the driTcrcncc bet'"""" che proteccc.lr:~r gcc 

ANOHR Qlld che cornc~ro GdJusced accu:al A~OIIR for chcsc l rues no" 

f:llls \\llhrn chc .. ns BTUIK\\1i dodlw>d Therefore chert rs no rcw:1rd 

or peruh~ for heal r:~cc pcrfon=c for Turl.n Po101s l noes ~ :u1J ~ nus 

cnlcul:luM. usrni chc conecc l 'nrc c:~p:~crn ;uod :1 cC'mpJn\t<n co chc 

cnlculacoon p.:rformcd uson!llhc mcorrc.:c Unu c:~p:~cll'. 1\ prclo4'nlc.l on rm 

:machcd E \lubll ( Docunw11 No· ~) 

nrc mcreuc rn Unoc c:~p:~ctl~ nlso rcdu • .:s the e:~lcubccd cquo\':llenc 

OUillgc hours for lhcsc Un11s. buc noc suflicornth co c .oJnl'c the :tdtusccd 

actu:al a•:~ol:~bohc' and the reponed n:wnrd for:,\\ Jrbbohh rcrfomurn:c 

2 
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Did you ptrform ) Our rt' r~td re,.ardlp.-nnlt) colrulntion for hrn t rnte 

pe rformance u~.n& the sam.- mcthodaloey u in )OUr orij!inal 

ttitimony? 

Yes As sho\\n on"'> E,lubrt (Document No 4). m~ rc11scd c:~lcuiJUOn 

uses the Slime equ;~uons The onl~ drfTrrencc bct"ccn m~ c;;,t~rn31 

C4lculnuon and Ill\ rcnscd C31cul3liOO rs one on rut 'alu.-. the rated 

c;~pncll~ ofTurkc~· Pt Uruts No 3 nnd -1 1\luch Ius ~~ c;orrcctc:d lroot 

666 MW to 693 MW 

Is it appropriate to renect the urrated upacity of Turkt) Pt . llnit.l 

No. J wd 4 in these rewnrd/pcnnlty cnlculntions? 

Yes. lltc hrghcr lc\cl of Un.ll C4p3CII~ rs, 111 fJet. the actu:!l C3f'JCII~ of 

these Unns, \\hrch rs the \':!lore th:lt should be used "' these c.llculnllons 

fo,·forco,-er. the most SlgJtificnt effect of FPL"s actrons to upratc these 

nucle<~r uniu is thJt FPL's system :m:rage fuel COsts h.wc been lower than 

they would luvc othcmisc bc:cn Smcc nucknr fuel cons :uc the lo\\esl on 

our system. rncfC<Isrng the c.:~pnb•ht~ of these nuclc:1r uml> Ius reduced 

the cost of elccHicll~ to our customers llus rc~ult rs con"strnt """ the 

irncnt of tl~e GPIF rule 

What is the effect of t!ris amendment on tht GI'IF inrcnri,•c 

rtwllrdlptnalty ror tire ptriod tndinl: September, 199'7? 

llrc totnl GP IF mcc:ntr\c r~":~rd for FPL ·s nudc:~r unrts rncrcases from 

SK,943,534 to S9. 707.291 The system tOilll GPIF m\:lrd rncrcnsn fmm 

) 
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Wltldt llnu ln )IIIII utlalu~t tntltnun) 1rc •lfrctcd b) thHt ch•nets? 

I M t.•lk111 1111 ht~ttlt~lt \h•lllll'\1 11• 1111 Olllllll.ll ttltttn<•tt• 

I) 

l) 

·') 

t·~~c n'"'" • 1" ~~~·II v 

l'olll """ '". ll, tl I}, I', I 1,71)1 

I' till~ II hm• I 

11te•tlit~llllllt I•WII \tHtnl•tllll 1111 llllllttt~lltlltlliOit), 3nd tndudtd '" 

1111 J \ hlhllllhl1h \'OHII~IItl llll 11'111,11 ltltl'lldlll Ill tiS ClliiiCI~ (U.xumrnt 

l . 1•n11•'• I 11u.n•11h h) 

\\' hh h 1ltft II Ill 1 IIIII lilt Mill til f oltll•ho d l r llllfCird h) thnc chnn~c1? 

111~ lt•lhllllllllht•,h hn•• 1 hlltl)ll•l 1111111 '"'llltt,tll)uculll\"fll I 

I) 'ilto I h )U I l~ll 

J) \h11 I II !II\ IIIII 

l) \h,. I II Jill IHI I 

~~ \I~ lit 'II\ 1"11' 

\) \I'" I II llf\1~17 

II) ''" I II Jill IIIII 

7) 'ihctt ,, •• 1111]11 

Itt< •lk II "'' llh hhl• I Ill thl to' II\<''' I 'IHI>tt llltll t<kd ttl til (11111CII 

IK'hlll Ul 11<•111111'111 I jlo1-1 I I illlotiiUit J I 
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Q . Does this conclude your teuimuny? 

2 A Yes. II doe5 
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BEFORE THE I' UO LIC SERVICE CO~II\IISS I Oj'; 

FLORIDA POWER & LIGIIT COMPANY 

';ESTII\IONY OF R SILVA 

DOCKET NO. 980001-EI 

OCTOBER 5, 1998 

Please stnte your nnme Dnd bu~inrss nddr<"ss. 

My n;une is Rene Sih':l :md my business ndtlress IS 700 UmH:rse 13oule\'nrd, Juno 

Bc:lch, Flori® 33408. 

1\tr. Siln, would you please state your present posi tion with f1oridn Pov. er 

and Li&ht Compnny (FPL). 

I am the Mt~n3ger of l'lnnnmg. Forccnsting and KcguiJtO~ Response an the Power 

Generation Busmess Unu of FPL 

Mr. Silva, have you prt'viously had testimony presented in this docket? 

Yes, I hn,·e 

Mr. Sill'a, \\hntls the purpoSt' or your ttstimOil)? 

The purpose of m~ tcsumony 1s to pr..:sentthe t:1rgt1 unll a\croge net opcr:umg lac:~! 

rates lll1d wgec umt equi,·:llcnl nvo1lllb1ln~ for the pcnods of (I l October throogh 

December, 1998. and (2) Jnnunry 1hroug)1 December. 199!1. for usc an deternunang 

the GcncroiUIS Pcrfoml3JICC lnccnll\c Factor (GPIFJ 

1\lr. Sih•n, plense sununnriu """' the FI'L system tareets nrc for Equh·alent 

Avnilnbilit) Fnctor (EAF) n11d A\•tr.aee Nel Operating Hent Rn te tANOIIR). 

For the period of October through December. 19\IM, FPL proJectS n "e1ghted 

system C<jul\':llcnt plt~nned out:tge lf3ctor of 12 I % lll1d 3 \\1:1gllled S)Stcm 

4 4 
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cquivalcnl unpl~nncd out::~ge f::~ctor of ~ 8 %. whrch ~reid o "erghtcd system 

equivalent D\-:>:bbrln~ urgct of Kl i ". f vr the p<;o, •I uf hnu:." t!orough 

Occcmber, 1999, FPL prOjcets a \\crghtcd ~"51cm equl\:tlcnt pi~ OUt3£C 

f.lctor of 4 7 ~- ::~nd :1 \\'Cightcd \)Stem equl\"!llcnt unpl::~nned om:.ge b:·or of 6 I 

%. whtch )1cld :1 \\etghtcd system cqul\"!llem ::1\':lilnbrltt~ t::~rgct of XCI 2 •c. The 

tArgets for C!lch of the two pcnods reOcct pi:J.Mcd refuclmg outngcs for two 

nuclear untts FPL nlso prOJects wctghtcd system ::1\eroge net opcrntmg l=t r::~te 

IArgcu of 9235 OTUIKW!I for the pcrrod of October through December. 19'.18. 

31ld 9512 BTU/KWH for the pcttod Jonuo" through Dccnnber Jq<~q As 

d1scusscd Inter '" this tCStiiiiOn' . these urgcts rcprcsclll f::111 :1nd rel)003b)c \Oilucs 

when c:omp:~rcd to histone::~) dntn Fl'l. thcrefon: requests thlt the t:.rgcu for these 

pcrfomlllnce rndic:~tors be :~ppro-.'CI b> the Cooumsston 

Hav~ you p r~pa~. or cauud to h~\f p~par~d und~r \Our dir«tion. 

su~n is ion or control, an nhibit in thi> procttdinJ:'? 

Yes, I hn'e h constSIS of mo documents The first document refers to the pcnod 

of October through December, 19'.18 The second document refers to the pcnod of 

Jll!IU:lr) through December, 1999 The first p:.ge of e:~eh document tl :1n tnde>. to 

the contents of the documatt All ocher p::~ges ore numbered oceordrn£ to the l:.tcst 

l"e\1StOOS of the GPIF Mlnu!ll :11 npproHd b' the Conuntsston 

Have you cstnblishcd tnrgct lcvd> uf pcrfo rrttanet· for the unit , to "" 

consldcr~d in tstablishin& tht CPIF for FI' L? 

Yes, I ha\'C Document No 1. p:~gcs G and 7 contntn the rnfo~uon 1urnnuru.ong 

thr targets :1nd r::~nges for unrt •'QUI\3Icnt :1\:lol:.btlrt' :lnd 3\CIJi!r r<'t opcr.ttrng 

l 
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hCJI rnccs for !he SIX!e~n ( 16) s,cncr:lllng unols \\hiCh FPL proposes 10 11;1>-c 

conside1-cd ns GPIF umts for !he penod 0 1 O;:!Nvr t!uuuj;ll ~cmher. IQ98 

Similnrly, Oocurnenc No 2. pages 6 and 7. eont:un the mfom1nuon sumn~;~nzmg 

the Lilrgets 3Jld ranges for unrt equ11<1knt :u·:ul3brlrt~ Md :1\"erngc net Oj>eraung 

hc.lt rates for the SC\'CIItccn ( 17) gencmcrng unics \\hrch Fl'L proposes to lt:~\C 

coosidercd ~.s GPIF unrts for the perrod of hnu~~ through Dtecmher . 19•,9 1h: 

Sheets presented rn these pages ''ere prepared rn accordan~ '"'h the latest 

rc\1Sroru of the GPIF Manual All of these targets tu\-e been dcmed uulrzmg 

molhodologics :JS adopted in Sccuon ol , Subsccuon 2 3 of the GPIF Manual 

Please summariu F'PL's melhodolo~y for deterrnininll equivnlcnt nailmbil ity 

llflets? 

The GPIF t.bnual rcqurres ll~;~t chc equr\<llcnt a\'ar!Jbrht~ ~<Jrgcc for each unu be 

determined liS the dtfTcrc:ncc bct\\'ttll 100% liJld the sum of the Pla!llled Outage 

F11t1or (POF) nnd the Unplanr..ro Ourage Fnccor (UOF) The POF for c.1eh urtH rs 

decemuncd b~ the length of the pl:lMed Otll<!gc dunng the prOJCCted pcrrod Tire 

GPif Manu:~l :~I so requcrcs that the sum of chc most rcccnl t\\'Ch c monlh endrng 

n,·emgc forced oulnge factor (FOF) :md m.11111cronce ou1ngc factor (MOF) be used 

ns the Slnnrng \llluc for the dctcnnrrouon of the 1:ugcc unplanned outngc factor 

(UOF) TI1c UOF rs chc•t ndJusctd to rcOC'C'c rcccnc "'"' perronnnncc nnd known 

unit modifit::111oru or equrpmc:nt c:~ngcs Thts :ldJustmcnt ts applrcd tour ats \\htdl 

ha\'C hnd. dunng the hanonc:nl penod, or nrc forecasted to ha\c, dunng chc 

proJechon pcnod. plrumcd oulages 



L 

2 

J 

~ 

5 

6 Q. 

7 

8 A 

'I 

10 Q. 

II A 

4 7 

forCCI.Sicd system na gcncr.attOn for thas pcnod These uruu "nl: selected an ~ccorcbncc 

\\1th the GPIF M:lnull S«tton 3 I. Ultng Ute cstanutcd nc:t gcncr.atton for C3C~ unat ulcn 

from the production cosung samul:uaon progr:tm, POWRSYM. \•hach forme'"'" b;uas for 

the prOJeCted levchzcd fuel cost rc:CO\"CI) flctor for the pcnod 

Mr. Sliva, from the heat rate tnrcets and equivalent availability ran~:r projwions. do 

FPL's &eneration ~Xrformance tar&eU represent a reasonoble level or dTicicnc)? 

Y cs These wgets are rC3S01Uble :1nd an some C:ISCS 'tl) ch<lllcngmg 

Does this conclude your testimon) ? 

Yes, it docs 

-
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1 BEFORE TilE FLORIDA f' UDLIC SERVIC E COM!\JISSION 

2 FLORIDA POWER & LIGIIT CO~I f'ANY 

3 TI.:STTh! Ol'iY OF RENE :>iL\'A 

~ DOCK£TNO. 980001· El 

s ocronEn s. t998 

6 Q. 

7 A. 

B 

9 

10 Q. 

11 ,\_ 

12 

13 

14 

15 Q. 

16 A. 

li 

18 Q. 

19 A 

20 

~1 

Ple:tse state your n:tmt nddress. 

My name is Rene Sih·a M)• address is 700 Universe Boulevard. Juno 

Beach. Florida. 3 3408 

By whom nrr you emplo~·td :'llld "hnt h your position'? 

I am employed by Florida Po\\cr & Laglu Company (I'PL) as Manager 

of Planning, Forecasting and Rel!\Jiatory R~ponsc: in the Pov.e< 

Generation Business Unit 

Hnve you previously testified in thh docket? 

Yes. 

Whnt is the purpose or your trS!inao n~? 

The purpose of my testimony is to prc,cnt and cxpbin FPL's prOJCClions 

for (I) dispa1ch COSIS of hell\')' fuel ~~~~. li!;ht fuel oi l. coal and ua1ural 

~:~as. (2) 8\:>ilabi lll ) ttfn:\lurnl !!-'>> ' " fl'l (1) r:~ n<·rnuu!' ur111 llc-~1 rnlc• 
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and availabilities. and (4) quanuties and costS of lnlachange and other 

power transactions These proJeCted \nlues wac used as input values to 

the POWRSYM model 1n the cnlcul~t ion ot 1hc proposcu f~·rl cos1 

recovery factor for 1he penod JanuJr} 1hrough D~c."tnbcr. I~ 

4 9 

Hnve you prep:1rtd or caustd to be prrpnrt'd undrr your 

supervision, dir«tion nnd coru rol nn Exhibil in this procerdin~t? 

Yes. I hnve h consisl\ of pages I 1hrough 13 of Append" I of th1s 

fihng 

In addhion to the " Bn.5e C:u r" furl price forecnst. h:l\ t ) ou 

prepnrtd nlternntive fuel price forrc:uts? 

Yes In addition 10 the "Base Case" fud price forecast. .-c ha\C~ 

rrepartd • for fuel 011 and natural !(3\ suppl)' · mo Jlttrn3te forec3SI5, a 

"Low" and a "High" price foreca~l 

Why did )Ou prepare lhesr " l..o••" nnd " ll igh" forr c:uts for fud oil 

and gns supply? 

The condu1ons thai affcc1 the pnccs of fuel 011 and natUial F3' can 

change signi ficamly be1wcen 1he 11mc 1hc forccas1 is developed and 1hc 

dale of 1he filing in October Wlulc \It' d<> revi1c nur ~horHc.·nn fuel 

price forecast each momh . and more ofien. II needed • m order 1o 

2 
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19 
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50 

suppon fuel purchase de<-isions, it is not possible to wait umil we have 

our early October fuel price forecast update: to rerun our POWRSYM 

system simulation. in order to rcncct the latest changes in fuel il'~rket 

conditions, and still meet our October 5 lihng date Funhcrmorc, while 

FPL has. in the paSt. rerun its projections and re-lilcd ns fuel cost 

recovery factor after its initial filing to reflect late: changes in fuel 

market conditions. this approach does not provide the same nc.:~ibility to 

react to those changes that US( of a banded forecast provides Trying to 

incorporate such "last monUie" changes puts u~ a1 risk of not havmg 

adequate time to produce ne" computer somulations and all tl f the 

associated documentation required for filing 

Titereforc. on addiuon to the "Oase Case" forecast 10 dcscnbc future fuel 

prices. FPL prepared "Low" and "Htgh" fuel procc J'orecam to define a 

reasonable range of fuel oi l and g.~s pric.:s \\'~then used the..e ahcrna11~ 

forecasts as inputs to the POWRSYI\1 model to determine \\hat the Fuel 

Factor would be if it were based on fuel prices at either end of this 

range 1 his gtves us the nexibiluy to adopt the Fuel Fac1or rhnt most 

appropriately reflects our viC\\ of futu re fuel oi l and gas proces at the 

time of the projection liitng 

Why did you prrpart nltrrnntr rorrcnsts ror rurl oil and Jl!l5 supply 

3 
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only? 

Because coal prices have been. und are expecled 10 cominur to be. 

steady, and gas trnnsponation costs nre well defined 

Row is your testimony orgnnited? 

My testimony first describes 1hc basi~ for 1hc "lln~ In~··" fuel pncc 

fore~st for oil. coni and gas. ns \\CII as 1hc projec110n for ga1 

availability Then i1 describes the "Lo" .. und "lligh" pncc forecasts for 

fuel oil and gas suppl)' Then my testimony addresses plnnt heal rntes, 

outage factors, pl1111ned outages, and chnngcs in generation ~pilcity 

Lastly. my testimony addresses projected in1crch~nge and purcha5t.ood 

power transactions 

BASE CASE FUEL PRICE FOR ECAST 

\Vh ft l llre lhe kcy fncrors th:u could :tffect FJ>L's price for hc:w~ 

fu e.J oil during the Jnnunry lhrough Den·mbrr, I 999 puiod'! 

The key fncrors are ( I} dcm3nd for crude 011 and petroleum producls 

(includir3 heavy fuel oil}. (2} non-OPEC crude 01l production. (3) the 

extcnl 10 \\hich OPEC production matclu:s actual dcmtud tilr OPE(' 

crude oil, (4) the price relationship between heavy fuel oi l and crude oi l, 

and (5) the terms of FPL's heavy fuel oil wpplv 3nd transponation 

contrae~s 
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In general. world demand for crude oil and petroleum product~ as 

projected to be higher m 1999 ah:an 111 1?98 due an arnpao' C\1 \\Otld 

economic conditions expected in 1999 Although crude oil suppl}. 

augmented by lraqa oal ~xpons nnd slaghtl\ haghea Oflr,c productaoat, as 

projected to meet this ancrease in demand. there wall not be excess 

production. as has been the case in 1998 As a re!>Uh crude oi l prices 

and consequently heavy fuel oal puccs. for the January through 

December. 1999 period arc projectro 10 be )()mcwh:u hi~hcr ahan an 

1998 

W hnt is the projected relationship between hen' r fuel oil :111d crudt 

oil prices during the J nnunry through Decembrr, 1999 pr rioJ~ 

The pncc of heavy fuel oal on the l ' S Gulf Coast (I fl"~, sulfu r) as 

projected tO l C approximately 7CJ' o ,Jf tla;: pr ICC 0 1 \ \ C>t J C:O..ll 

Intermediate (\\TI) crude oi l 

Plense provide FPI.'s projrction fur thr <li•Jwtrh ru•t uf htll\) furl 

oil for the J nnunry through Dertnahrr, 1999 period. 

FPL's Bnse Case prOJection for the \Htcm average daspatch coM <If 

heavy fuel oil. b)' sulfur grade, l•) momh, ·~ pro1 tdcd on page 3 of 

Appendi'< I in dollnrs per barrel 
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Whntnrr .lle kty f:mon tluu could n!Ttet tht prirt of light furl 111l~ 

The key f11ct ors that BlleC'I the price of light fuel , 11 nn: sanulnr to tho~ 

described above for hea')' fuel oil 

Please pro,•idr FI' L'l projrction for tht dispntch co' t of l i~:ht furl u•l 

for the prriod from Jnnu:H)' th rough l>rcembc-r, 1999. 

FPL's Base ClUe proJection for the n' ernge diSpatch cmt of h1(1tt 1111. b) 

sulfur grade, b) month, 1> shcmn on page 4 of Append" I 

Whnt is th t bnsis for FPL's wojrctions of the di;pntdt CO)I or coni? 

FPL's projected d•spatch cost of coal · ~ based on ~PI \ plic<' prOJeCtion 

of spot coal delivered to us coal plants 

ForSt Johns RJ\el t•o,,er f>arl ( JRf>l'). annual co31 H\lumt'' tkh,rrt'd 

under long-rerm contracts nrc li\cd on Octol..:r 1st ot the prc' IIIII\ \CUI 

For Scherer Plant, the annual volume of coal dell\ cred under lon!!•tcrm 

contracts is set by the terms o ft he contracts Thcrcfbr~. the tm'c uf COil I 

delivered undc lons·tetm contracts does not affect the da1h dl\p3trh 

dec1sion The d•sp3tch puct of coal for C'Jch <'I'JI pl3nl " ""'cd un the: 

'Minblc cumponcnt of the (OJ I cost. the p;ojccted spot cool pncc 

6 



In the case of SJRPP. FPL will continue to blend petrok-um coke ''ith 

2 the coni in order to reduce fue l costs It is ant icipated that petroleum 

3 coke will represent 18% of the fuel blend 3t SJRI'!' o•mr.;; I OQ9 The 

~ lower price of petroleum coke is rcnccted in the weighted 3\'CI age price 

~ of fuel delivered to SJRPP 

6 

7 Q. Ple.ue p ro,•ide FPL's projection for the dispntrh ron or coal for the 

8 Jnnua ry through December, 1999 period. 

5 A FI'L's projected system average dispatch co~t of c<>al. sh<>wn on pa!:!e 5 

10 of Appendix I. ranges from S I 56 to S I 60 per million IHU dchvcn:d -
11 to plant. for this period 

12 

13 Q. Whntnre thr fnctors thnt cnn nfTtct FPl.'s nntuml gns prices du ring 

H the Jnnunry through December, 1999 pt riod ? 

l~ A In genernt. the ~ey factors arc (I) domc~IIC natUi al gas demand and 

16 supply. (2) natural gas tmports. (J) he:t'} fuel 011 p11cc~ anu H ) the 

17 terms of FPL's gas supply and transponation contracts For the January 

19 through December, 1999 period, the duminant factor mfluencmg the 

I !' projected price of natu ral gas is our perception that gr0\\1h m natural g.1s 

20 deliverabihty from the t: S Gulf Co.tsl w the m~ll..<:t \\Ill r..3tch the 

21 increase in demand As a result, 1999 gas pnce~ are prOJected to be \'c:ry 

22 close to those m 1998 

7 
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WhAt nre the fnctors th:ll :tfTtcl the :wnilnbil ity of natutrn l gas to 

FPL during lh t J nnunry through Drcember, 19,\1 period'! 

The key factors are { 1) the existin!! capncity of naturnl gas transponation 

facilities into Florida, {2) the ponion of that capaclt)' that ts 

contractually allocated to FPL on a firm. "guaranteed" basis each month 

and {3) the natural gas demand in the State of Florida 

The current capacity of natural gas transponntion fucihtrcs rnto the State 

of Florida is 1,455.000 million BTU per day (mcludmg fPL's lirm 

allocation of 455.000 to 630.000 million OTU per da\ during tlus 

period. depending on the month) Total demand for natural gas in the 

State during the period (including FPL'~ frrm nllocauon) r~ projected HI 

be between 80.000 and 235.000 million 13TU per day below the 

pipeline's total capacity This projl-<:tcd available pipclrnc cap:~cit y could 

enable FPL to acquire and deliver addrttonal natural gas, bc)'ond FPL's 

455.000 to 630,000 million BTl' per da) of firm. "guaranteed" 

allocation, should it be economically auracuve. rclauvc to mher energy 

choices 

Plense provide FPL's projections for the dispntch cost nnd 

rrvnilnl.lillty (to fPL) of untu rn l gn~ rur lh r J nrru:rl'} l h r·ouJ!h 

e 
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December. 1999 prriod. 

FPL's Base Case projections or the system uverage dtspatcll C()St and 

availability of llJ!tural gas are provided on page- 6 of Ar : ··•ldi'l. I 

"LOW'' nnd " HIGH" PRICE FORECASTS FOR FUEL OIL AND 

GAS SUPPLY 

Whnt is the bnsls for th t• ''Low" forccnst for fur l oil nod gas 

supply? 

The "Low" forecast pricts for fuel oil anJ gns suppl) "ere set such th~t 

based on the consensus among FPL's fuel buyers and analysts, there is 

less than a 15% li~;elihood lhal rhe acrunl price of each fuel for each 

month in the January rhrough December. 1999 penod 11111 be bdo11 the 

"Low" price forecaS1 

Ple:rse provide the " Low" price forerasts for fur l oil nnd g:ns ~urply. 

FPL's projection for rhe average d1sparch coSt of heal'}' fuel oil. by 

sulfur grade, by month. based on the " l.ow" pncc forecast ~s provided 

on page 7 of Appendix I. in dollars per barrel FPL's projl'Cllon fo1 the 

average dispatch coSt ofliyhl fuel oi l based on the "Low" price fcrecasl, 

by st~lfur grade. by month, IS shown on page 8 of Appr·1d1' I FPL's 

projections of the system average dispatch cost of nntural gas ba$Cd on 
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What is the b •• sis for t he "lligh" forecnst for fuel oil and gns 

supply? 

The ''High'' forecast prices for fuel oil and gas suppl> w~rc set such tha: 

5 based on the consensus among Ff'L's fuel buyer~ and analysts. there is 

6 less than a IS% likelihood that the actual price of euch fuel for each 

7 month in the January through December. 1999 period will b~: above the 

e "High" price forecast. 

9 

10 Q. 

11 

12 A. 

13 

PleJ\se pro\'ide the .. lligh' ' price forecnsts for fuel oil nnd gas 

supply. 

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

sulfur grade. by month. based on the "High'' price forecast is provided 

H on page 10 of Appendi~ I. in dollan per banel FI'L's prOJCCiion for the 

15 

16 

17 

18 

1 S 

20 Q. 

21 

22 

23 A. 

average dispatch cost ofllght fuel oi l based on the "High" price forecast. 

by sulfur grade. by month, is shown on page I I of Appcndtx I l':llL's 

projections of the system average dispatch cost of natural gas based on 

the "High" price forec..stnre pro\·idcd on page 12 of r\ppendt'< I 

Bnsed on FPL's current (October. 1998) "it" of thr furl C!lil nnd I!AJ 

mnrktts. nt \\hnt le,·rl do you oo o" projrrt prict-s 1\illl,.. duriooR thr 

J nnunry through Decembtr, 1999 period ? 

Based on current market condi tions. FPL now projects thnt nctunl flJel 

10 
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oil and gas prices during the Janua~ through December. 1999 period 

2 will be very close to those projected in the Base Casc forccaSI In other 

3 words. fuel oil and gas prices are Still projee1ed 10 be closer 10 ''~""~ in 

s 

E. 

I 

8 

9 

10 

II 

12 

13 

14 Q. 

:• 

16 A 

11 

18 

19 

20 

21 

22 

the "Base Case" forecaSt than 10 the "Low" or ··11 ig.hM forecas1 durins 

1999 Therefore. the projooed fuel COSIS calculated by 1'0 \\'RS YM 

using the " Base Case" oil and gas forecast are the most appropna1e 

projected costs for the January through December , 1999 pcrind A~ 

Stated in the testimony of Korel Dubin. this "Base Case" oil and gas 

forecast was used 10 calculate the proposed Fuel Facwr for 1hc period 

January 1hrough December. 1999 

PLANT HEAT RATES, OUTAC~: FAC rQitS. I'LA 'NED 

OUTAGES, nnd CHANCES IN CEKERA Tl:'\C CA PACITY 

Pocase describe how you hll\'t' developed the projcclrd unh i\Hrnge 

N~l Op~.-a ring H~nl Rnl~$ $h0\\11 o n Sd•rdul~ E-l of App~ndi• II. 

The projected Av~rnyc: Net Operating Heat Rutc~ "ere calculnred by the 

POWRSVM model The current heat rate cquauons and eflicicncy 

fae1ors for FPL's generating units. which present heal rare as a function 

of unit power level, W('fe used as anpul> Ill POWRSYM ft'" this 

calculauon The heat rnte equauons and cf1ic1enq factors nrc upd~ted 

ns appropriate. based on historic;,! Ulll l pcrlcmnnnn· nnd JHIIJCCl<-d 

changes due to plant upgrades, fuel grade changes. or results of 

I I 
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performance tests 

Are you providing the outage fartors projtctl.'d for the period 

Jnnunry through Dcrtmber, 1999? 

Yes This datB is shown on page 13 of Appendix 1 

How wtrt th r outnge fnrt ors for tit is pr riod dt\'tloprd? 

The unpiBnned outage factors ''ere developed using the actUlll historical 

fu ll and partial outage event data for each of the unus The lustoncal 

unplanned outage factor of each gcncrnung umt "us adjusted, as 

necessary, to eliminate non·rccurring e' enti and reco~mtc the cOcct of 

planned outaycs to amve at the proJeCted 11tctor tor the January through 

December, 1999 period 

Plt..1S t desrribt significnnl plnnned o ut n~I'S for the J:uwnry chrou~:ll 

J)rcembt r. 1999 perio1l. 

Planned outages at our nuclear umts ar~ 1he most stgmficam 111 rclntion 

to Fuel CoS1 Recovery Turkey Potnt Urut l':o 4 ts scheduled to be out 

of service for rcfuc1iny from Mnrch 15, 1999. until April 19. 19C'~. or 

thiny-five days during the projected penod St Lucie Unit No I "ill be 

out of ~ervtce (or refueltns from September 6, I 999, unttl October I I, 

1999. or thiny-five days during lhe prOJCCtl'CI pertod There art' no l>thcr 

12 
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sigmlicam planned outage$ during the projected period 

Art nny chnnges to FPL'$ -continuous" j.!rntratiun capndty 

plnnntd during thr Jnnunl') thronJ!h ll ccrmllrr. I ?9!1prriod'.' 

Yes. Net Winter Continuous Capabilat)' (NWCC) at Pon E,·erglndr; 

Unit No 3 wi ll incrcasc b)' IS M W, from 391 MW to 406 MW. and its 

Net Summer Continuous Capability \\ill increase by 14 .MW. from 

389 MW to 403 MW, as a re$ult ofrefurbiShm.g the umt'~ boiler and 

steam turbme 

INTERCHANGE nnd P URCHASED POWER TRMiSACTIONS 

Art you provid ing the projtcltd intt rchnnge nnd purchnstd pO\\tr 

trnnsnc tions forecn sted for J nnunl') through Urcrmhrr, 1999? 

Yes Tlus data IS shown on Schtdulc; 1:6 E7. ES. and E9 of Appcnd1>. 

11 ol' thi s lil •n!! 

Whnl furl price rorecsu l for futl o1l and gns s uppl~ ":IS used to 

project inttrchnnge 11 nd purchnsed po" cr 11 :tnsnct ions? 

The lntcrcbngc and purchased f>O"er trnnsawons presented belo". und 

on Schedule~ E6. E7. ES and C'.l ol Append" II ot till> f lrng ''ere 

developed using the uaasc Case" fuel price forecast for fuel oi l and glS 

supply 

13 
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In whnt types of lnterch:mge lramarlions docs FPL ~ngnge? 

FPL purchases imerchnnge power from Olh"T· u ll,~~· o;cvcral 1\'J>c:S of 

imcrchange trans<~cuon~ \\hrch ha'e bi:cn pre\100~ly dc~ribcd in this 

docker Emergency· SchedtJic A. Shon Tcnn Finn · Schedule 0 . 

Economy· Schedule C. Extended Economy · Schedule X. Opponuniry 

Sales • Schedule OS, UPS Replacernenr Energy • ScheduleR and 

Economic Energy Panicipauon. Schooule EJ> 

For services pro' idcd b~ FPI ltl or her urilurc' !"PI lm~ d.:, eloped 

amended Interchange Service Schedules. rncludm~ i\F (Emcrgl·ncy). 

BF (Scheduled Maunenancc). CF (Economy). Dl· (Outage). and XF 

(Extended Economy) These amended ~hedu l es replace and superSl-dC 

existing lmerchange Scf\ icc s~hl-dulc~ A IJ. (', D. and X for st'f\'ICCS 

provided b) FPL 

Does F'PL hnvc nrr:rngemems orhrr rhan inttl'rhnnge ngrecmcn :~ 

for the purchnse 11f electric po" er nnd fnergy wl rich are inrludrd in 

)our pMjections? 

Yes FPL purchast-~ coal·b\·\\lr<: ckctrrcal cncrg~ under rnc 1988 Un rt 

J>m\~r Snits ;\ yrccmcnr tUI'!:>J \\llh the !louthcr n ( omplnrc~ FPL hns 

contracts to purchase nuclear energy under the Sr Lucie Planl Nuclear 

l 1 
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Reliabilily Exchange Agreements with Orlando Utilit 1 c~ Commiss1on 

(OUC) and Florida Municipal POI\cr Agency (FJ\'IPA) FPL also 

purchases energy from JEA's ponion of the SJRPP Units Additionally. 

FPL purchases energy and capacity from Qualifying Faci lities un1kr 

existing tariffs and contracts 

Pltnsc provide t~1e projec ted energ)' costs to be recovered through 

the Fuel Cost RcCOI'ery Clnuse for the power purchasrs relcrrt•d to 

nbove d uring 1 he Jnnunry th rough Decrrnbtr, 19!19 period. 

Under the UPS agreement FPL's capacity entitlement during the 

projected period is 9 1<1 MW from January through December, 1999 

Based upon the alternate and supplemental energy provisions of UPS. 

an availability fae1or of 100% is applied to these capacit> cnutlemcm~ to 

project energy purchases The projected UPS energy (uJut) cost lor this 

period, used as an input to POWRSYM, is based on data pro\ 1dcd by 

the Southern Companies. For the period. FI'L projects the purchase of 

5,882, 7 29 MWH of UPS Energy at a cost of $73,958.970 In addition. 

we project the purchase of940,4l2 1\1\\'11 of l 'PS Replacement encr!cn 

(Schedule R) at a cost of S 16.208.390 The total UPS Energy plus 

ScheduleR prOJeCtions are presented on Schedule E7 of 1\ppcndi~ II 

Energ) purch~ses from the JEA-o1\ned pon1011 of 11tc S1 Jnhns RI\'Cr 

Power Park generation are prOJected to be 3,028,551 J\1\\'11 for the 
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period at an energy cost of $.11,323,250 FPL's cost for energy 

purchases under the St Lucie Plant Reliability E~change Agrttmcms is 

a funetion of the opcrntion of St Luci~: Unit :! nne! the fuel coSIS to the 

owners For the period. we prOJCCt l'urch.,cs ot )31 467 1\lWII at ~ 

cost of S2,066.100 These projections are shown on Schedule E7 of 

Appendix II 

In addition, as shown on Schedule ES of Appendix II . \\C project that 

purchases from Qualifying Facilities for the period "ill provide 

8,274,232 MWH at acost to FPL ofS 143,838.067 

How were energy costs rtlnttd to purchnscs from Qunlifying 

Fncilitles d eveloped ? 

For those controcts that entitle FI'L to purchase "as·3\3tlablc" cm:rgy 

we used FI'L's fuel pncc forec.nsts .ts mputs :~ the PO\\'KSYM model to 

project FPL's avoided energy cost thnt IS used to set the price of these 

energy purchases each month Fot those contracts that cn3blt FI'L to 

purchase firm capacity and cnerg)', the applicable Unit Energ)' Cost 

mechanism prescribed in the contract 1S uS<-d to projl'Ct momhl) energy 

costs. 

Hn\•e you projecle<! Srh,edyle NAF • Emergfncy l!llerc!tnngr 

Transact ions? 

. ' 
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No purchases or sales under Schedule A/AF ha' e been projected since it 

is not pra~t ical to estimnte emergency transactions 

Unve you projected Schcdulr BIDF - Shon -Term Firm lntrrch:1ugr 

Trnnsnctions? 

No commitment for such transactions had been made when proJections 

\\tre dcvelo~ Therefore. \\<: have cSt1mntcd that no Schedule RF 

sales or Schedule B purchases would be made in tht pmJCCted period 

Please describe the method used to forecn st ihc Economy 

Trnnsnctions. 

The quantit> of econom) sales and purchase tmns:tctions :1re projc.:ted 

based upon historic transaction I eve b . adJusted to rcmo' c non-recurnn~ 

factors. 

Whnt :tre the fot·rcasttd amounts and cosiS of Economy cnrrgy 

snles? 

We have projected 774,081 !\1\\'11 of cconom\ enc:rg) •nits for the 

period. t he p.rojected fuel COSt rclnted tO these sales 15 rl9.213.o l7 

·n,e projected transaction revenue from the: ~ales b S2·1.3b5.391 E•ghty 

pcrcc:r .>f thegain for Schedule Cis $4.12 1:119 and is credited to our 

customers 

!' 
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In whnt documrnt nrc the furl costs or econom) energy sn l~s 

tmnsnctions rrport td '! 

Schtdule E6 of Appendix II provides the total MWH of energy :md tOtal 

dollars for fuel adjustment The 80% of gam IS also pro,·tdL'd on 

Schedule E6 of Appendi~ II 

Whnt nre the forecnsttd nmounts nnd costs or Economy energy 

purchnsts for lhe Jnnunry to Dtc«>mber, 1999 ptriod? 

The costs of these purchases 31 e shown on Schedule E9 of Appendix II 

For th~ period FPL projects it ,,;n purchase n total of 3.697.301 MWH 

at a cost of S69. 178.2 1 0 If generated, "e cstimat~ that this cner!:!y 

would cost SSO, 780,263 Trerefotc, these purchases are pt OJCCted to 

result in savings ofSII ,602,0S3 

Whnt are the forecnstrd nmounts nntl cos t or cnrrg) bring sold 

under the St. Lucie Plnnt Rdinbili ty EHhangf' Agrrrmtnt? 

We project the sale of 534,503 MWH of energy at a cost of $1.9<>6,890 

These projections are shown on Schedule E6 of Appendix II 
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SUMMARY 

Would you pl~u summnriu: ~our trstimon) ? 

Ves In 01) testimon) I ha'c pre~ented H'L's fuel pncc proJt.:lrOII\ for 

the fuel cost recovery penod of Janual) t!-.:nu!Jh fl:~~rnl>cr . 1999. 

including FPL's "Low" and "High" price forecasts for fuel o rl anJ :.:~< 

supply. I have stated th~t the projectcJ fuel costs dC\eloped using the: 

"Base Cue" forecast are the most appropri:ue for the January through 

Oectmber. 1999 period In addition, I have presented FPI.\ proJeCtrons 

for gencf3ting unit heat ra1es and a'-arlabrlitr es. and the quantures and 

cosiS of interchange: and other po"cr transacuons for the s:~me pcru>d 

These projections were bnscd on the best rnformatron aqulablc to FJ>L. 

and were used u tnputs to the I'OWitS'I'M model rn de' cloprng, the 

projected Fuel Cost Recovery Fnc.ror for the January tluou~:th L)cccrnbcr. 

1999 period 

D~s this concludt >our t est imon~ '! 

Yes. u does 

: f'. 



1 Q. 

2 A. 

3 

4 

5 Q. 

6 A. 

7 

8 

9 

10 Q. 

11 A. 

12 

13 Q. 

14 A. 

15 

16 

17 

BEFORE THE fLORIDA PUBLIC SERVICE C~~! SS!ON 

fLORIDA POWER & LIGHT COt~PAJIY 

TESTII10NY OF R. L. WADE 

DOCKET N0 . 980001-E i 

October 5, 1998 

Please state your n~~ and address. 
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My name is Robert L. Wade . !1y business address 1s 

700 Univer se Boulevard, Juno Beach, fl orlda 33408 . 

By whom are you employed and what 1s your pos1t1on? 

1 am employ~ by Florida Powe. & Llght Company 

(FPL) as Director , Business Serv1ces in the Nuclear 

Busir.ess Unit . 

Have you previously test1f1ed in th1 s docket? 

Yes , 1 have. 

What 1s the purpose of your test1mony? 

The purpose o f my t estimony !S to present and 

explain F'PL ' s projections o f nucl<><H fuel cost s to r 

the thermal energy (11!-!BTU I ro be produced by our 

nuclear units and costs o f dlsposal o f SflN l 

1 
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nuclear fuel . Both of these costs were 1nput values 

to PROSYM for the calculauon o f t.h•. propos~d !uel 

cost recovery factor f o :: the per • od January 1999 

thro ugh December 1999 . 

What is the basis for FPL ' s project1ons of nucle~r 

fuel costs? 

FPL ' s nuclear fuel cost projectl ons a re developed 

using energy produc tion at ou:· nuclear uni~s and 

their operating schedules , consistent w1th those 

assumed i n PROSYl-1, fo r the per lod Jco11uary 1999 

t hrough December 1999 . 

Please p r ovide FPL' s p r oJGCt:.lOn f o r nuclear fue l 

un1. t costs and enerqy for the pell.od J a nuary 1999 

through OecQmber 1999. 

FPL proj ects the nuclear unns w1ll p~ '"lduce 

257 , 157 , 502 MBTU o ! ~nerg ~,- ilt .; COl;L o f S • . :S:<'. per 

HMBTU , excludlng spent fuel disposal ·csls !o : the 

period Janua ry 1999 thrcc~gh :999 . 

Project1ons by nuclear un1t and by m>n:h a~e 

provided on Schedule E-4 o f Append1x !1. 

2 
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1 Q. Please provide FPL' s projections for nuclear spent 

2 fuel disposal costs for the pen.od January 1999 

3 throuqh December 1999 and what is the basis for 

4 FPL ' s projections. 

5 A. FPL ' s pro)eCtlons for nuclear spent fuel d1sposal 

6 costs are provided on Scnedule E-2 of Appendix 11 . 

7 These projections are based on fPL ' s contract w1th 

8 t:he U. S . Depar tment of Energy IDOl::) , wt11ch sets the 

9 spent fuel disposal fee at mJll per nut Kwh 

1 0 generated m1nus transmlSSlOn and dtstribut 1o n line 

11 losses . 

1 2 

13 Q. Plea$9 provid~t FPI,. ' II P.>OJ!tCtJ.on for Decontanu.natl on 

14 and Decormu.ssl.oni nq ( 0 &0) costs to be pal.d .Ln the 

15 peri od January 1999 throuqh December 1999 and what 

16 is the bas1s for FPL's project1on. 

17 A. 

18 

19 

20 

21 Q. 

FPL' s proJection of S5 . 75!~ for 0&0 costs to be P<~ld 

during the Period January 1999 through December 

1999 is included on Schedule E-2 of l•ppcndix ll. 

Are t here curr ently a ny unresolved di sputes under 

22 FPL ' s nuclear fuel con t ract s? 

3 
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y·es . As reported 1n pno:- testlmo:ll~s . the re are 

t wo unresolved disputes . 

1. Spe nt Fuel Disposal Dispu t: . The first 

disput e is under FPL ' s cont r act Wllh UOE t o r t lnal 

d isponal o f spen t nuclear t uel . FPL, along >~ 1 t::h a 

7 0 

number of elec t r ic utilities, sLates, and state 

r egulatory agencies f1l ed suit aga1nst DOE over 

DOE' s denial of its obligatton to accept spent 

nuclear fuel be ginnt ng in 1998 . Or: July 23 , 1996, 

t he U. S . Court o f Appeals tor the Dtstrict of 

Col umbia Circult (D .C. ClrCUlt) held that DOE lS 

requi red by the Nuclear ~laste Pol icy Act ( N'II PA ) t o 

cake title a nd di s pose · o f spent nuclear fuel from 

nuclear powe r plants beginni ng on January 31 , 1998 . 

DOE declined to seek fu::-ther rev1ew o f the 

decis i o n, wh1ch was rer:~~nd"'d •" DOE fo r ~u r t..h er 

proceed1ngs . On December 17, :996, DOE adv1 sed the 

electric utilities that tt would not begin t o 

dispose of spent nuclear tuel by the uncondit1onal 

deadl i ne . 

In response to DOE ' s lPtlt-r , Ffl .. o U.<- 1 el<>ctnc 

util1t1es, states, and stctt: utll!ty cornmtss tons 

4 
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1 petittoned the D.C. :!rCu!t fc:- .;ln order 

2 authorizing the suspenston of payments into the 

J Nuclear Waste fUnd ll'li'lfl without pre]udtc;e to the 

<: uti l ities' contrac t rights until DOE performs on 

5 its uncondi tiona! obligation to take tll:c ro ::nd 

6 d ispose of spent nuclear fuel . The pet1t1oners also 

7 r equested an o rder requ i r ing DOE to beg1n d1spos1ng 

8 of spent nuclear fuel by January 31 , 1998 o r in the 

9 alternative, directing DOE to deve lop a program 

10 that would enable the agency to beg1n disposing of 

11 spent nuclear fuel by January 31. 1998 . (:Northern 

12 Sta tes Power Co . v . DOE) . 

lJ 

14 While the petition was pending , and before oral 

15 argument , DOE issued a lel:ter on Junt> 3 , 1997 to 

16 al l elect r ic uti l i ties w1th nuclear p!ants that 

17 have contracts with DOE for spent fuel d1sposal 

18 assertlng lts prellm1nary posn1on that the delay 

19 

20 

in disposal of spent nuclear fuel 

"unavoidable . " Based on thts conclus1on , 

·was 

OOE 

21 asse rted that t: was no: respons1cle !or d~!ays .n 

22 disposal of spent nuc!ea~ :ucl. 

2J 

5 
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1 On November 14 , 1997. a panel of the D.C. Circult 

2 granted the manda:r<Js peu t1on tr. part, i wdinq that 

3 DOE did no t ablde b y the Court ' s earlier rul1ng 

4 that the NWPA imposes an uncondtttonal obl1gauon 

5 on OOE to begin disposal o f spent fuel by January 

6 J.l , 1998 . The wn t of mandamus precludes OOE ! rom 

7 e xcusing 1ts own d e lay on t he grounds tha 1t has 

8 not yet prepaced a permanent ::nrnr. t~~~· cr lntcn:n 

9 storage facility. The court. dtd not. grant the other 

10 requests for relief. The cour t stated 1n its 

11 decision that the utllity contract holders should 

12 pursue remedies against DOE 1n the appropnate 

13 forum . 

14 

15 On Nay 5 , 1998, the D.C. C1rcu1t dented petltlons 

16 ! or reheanng filed by [IJF. and Yanb!!:! Atomtc 

17 

18 

19 

20 

21 

22 

Elec tric Company . The Court also denied requests 

by all other petltioners :r. t!'ll' tlortheu. States 

Power case for an order ~ eq\..t c r.g DOE LO begtn 

spent fuel dtsposal. 

On August 3 , 1998, t he S~dt(!S rlnd state JULty 

conuussions t ha t were part•~s in the No r tnern 

23 States Power case !lled " pt·tlUrr, r r " ·,nIt of 

6 
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1 certiorari with the U. S. Sup:eme CourL . The s :ate 

2 petltione::s request~d Lh•· Court t c; revle>~ the D.C. 

J Circui t ' s decisi~n that lt lacked the authorl;y to 

4 o rder DOE to begin sper.t f u~:l d!sposill. On 

5 September 1, 1998 , DOE fi led a petltlon !or a rit ll 

6 

7 

8 

9 

10 

of certiorari with the u.s . Sup:-eme Court , 

maintaining that the [).C . C1rcu1 lacked 

jurisdict i on to prohitlt c-~E: fro:- lfiVO ~:lllq the 

"unavo1dable d elays" pro·.• 1 s 1 or. Ot til\! Slc:r.d.,rd 

contract . DOE contends that r he Court o f Federal 

11 Cla ims has exclusive JUrlsdlCtlon t o constder 

12 contract claims aga1nst tne ~ntted States . FPL lS 

13 considering flling a cr.e: FfY 'l!I'J r•:>£ ' s pe .;.1 c n . 

14 

15 if no e xtension o f tlme is qrante~ . 

16 

17 On June 8 , 1998, FPL flled a lawsult agaHlSl DOE tn 

18 the U . S . Court of Fr•dt:>r.d 'l.:llm~ . ' l.:dmt11rr tn 

19 excess of $300,000 , 000 1n dun ... ges ar•s: r.q out o r 

20 DOE ' s fallure to beg1n qer.• f uel d.::r sill on 

21 January 3! , 1998 . On July 31 , 1998, !.>OE ~1led" 

22 motion to dismiss F'P!.' s la.,.sult on grounds ·hal F'PI. 

23 failed lO exhaust .LS dd:ninis::.r .. ::'J• r~rr.cdlc:> pr1or 

'I 
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l co filing the la·r~sui l and should have :1 :-s~ f i lt:d a 

2 claim Wl t h DOE' s Cont.ractlng Off l eer . F'i>L f 1 1 ed 

3 its opposi tion t o DOE' s rr.otlon on August 31 , 1999 . 

4 1n which the Company argu<>d that cases tnvol\'!ng 

5 ou tri ght breaches of gover nment contract:. by the 

6 gove rnment can be brought directly 1n the Cou r t o! 

7 Federal Claims . I t 1s li Y.ely that the Cou rt wlll 

8 hear argument on the motio n a!'ld issue a dec::non 

9 before the end o !' 1998 . lt lS poss:~:.. tnat the 

10 d ecision o f the Courc of federal Clal:r.s 01. the 

11 jurisdictional issue could be ce~ · l!:erl for 

12 i nter locutor y review by the U. S . Court O! Appeals -
13 for the federal Cl~CU!t . 

14 

1 5 2 (a) • Ur anium Enrichment Pnc1 no 01 spules - 'i"i !993 

16 Over char aes . Secondly, FPL 1s cu rrently seebng to 

17 resolve a pncing dis pute concern1ng uran1um 

18 enrichmen · s erv1ces purchased ~rc:- •lin llr •. er.i 

19 States (l . S . ) Gvver n:nent. p~·cr ::o ~J:i' l. 1993 . 

20 E'PL ' S COlotract ~Or !!!If lC!1.'r.O! ot !:Cl"'liCC!• '..J! U. ~hE' 

21 U. S . Gover~~ent calls !~ r prtclng t.r. ~e colculd~ed 

22 in accordance Wlth "Establlshed DOt. P!l Clng 

23 Policy". Such pol i cy l.ad tdway:. 1 ,. , 11 ,, •• .. ; t 

8 
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l recovery, which included costs rel~tcd to the 

2 Decontamination and Decomm1ss1on 1ng ! D£01 o f the 

3 DOE ' s enrichment facili ties. Ho~1ever, th Energy 

4 Policy Act of 1992 !The i\ctl requnes utt.1ues to 

5 make separate payments to the U.S . Treasul ~· for 

6 D&D, starting in Fiscal Year 1993 . FPL '"las been 

7 making such payments . Therefore, D&D sh~uld not 

8 have been included in the price charged b· DOE f o r 

9 del1veries dunng F1scal Yea: 1993, end ite pnce 

10 should have been reduced accorc!.ngly . FP! f1led a 

11 claim with the DOE Co:1tracung Off1cer on July 14 , 

12 1995, for a refund for such deliveries . On October 

l3 

14 

13 , 1995, 

rejected 

the DOE Contr~ctlng Offlcer offlcially 

FPL ' s claim . On Oct ober 11, 1 99&, n•L, 

15 along with five other U.S . utJ!Jtte~ ~nd onP 

16 foreign entity, appealed DOE ' s re)ecttor. o! the 

17 Fiscal Year 1993 overcharge claim w 1 th the U. S . 

18 Court of Federal Claims IFPL v. DOE). 

19 

20 On August 12, !998 , ~he :cu r~ o ! Federal Clatms 

21 dlsmissed FPL' s corplaH.: , :.ol:hii'.J th.a· the 

22 complaint was barred because the issue should have 

23 been rai:sed in an earlier litw:sult filed by fl"t. 11nd 

9 
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1 other utilities against the U. s . f.nnchment 

2 Corporation . The Court ruled that the DOE 

3 o vercharges were part of a pric1ng claim raised by 

4 !F'PL and other utilities aga1nst the government ' s 

5 uranium enrichment cnterpnse , tr•-= v . ::. . i:r~nchme:lt 

6 Corporation, created by the Act: in 19!:12. In that 

7 case (Center ior v. USEC) , FPL claimed that USEC had 

8 charged too much for uranlum enrichment se~vices . 

9 "lhile FPL settled lts cla1m against USEC, the Court 

10 of federal Cla1ms cltlmately 'uled against the 

11 utility claimants . The Court l.n FPL v. DOE held 

12 that fPL should have raised the DOE o verpr1c1ng 

1 3 issue in the Centerior l1t1gation , clnd Wd S now 

14 iba:::red from ra1sing that cla1m for faillng to ra1~e 

15 it before. 

16 

17 FPL believes that the Court overlooked s1gn1f1cant 

18 differences between the overcha rges , .,.,.h ich 1nvol ve 

19 different agenc1es, d1fferent tlme per1ods, and 

20 different statutory mandat.,-s go•Jer:lll•9 the legalll"l 

21 of the pric1ng claur.s . S!nce the cl<Jims are 

22 differen~ . FPL belleves that lt should n"t ue 

23 barred from raising the 1993 overcharge cla1m 

10 
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1 aga lnst DOE . F?L has until Octobe:: 9, 199& t o 

2 appeal the decision o f the Cour t of federal Claims 

3 to the U. S . Court of Appeals fo: the feden:.l 

4 Circuit . 

5 

6 2 (b) . Uranium Ennchment Pnc1ng 0 1 sputes 

7 Challenge to D&D Assessment . In a ::elated case, 

8 Yankee Atomic Electnc Company had challenged the 

9 authority of the United States to 1mpos~> the fl&D 

10 fees . On May 6, 1997 , a panel of the u.s. Court o f 

11 Appeals for the Federal Cucull held that the D&D 

12 special assessment was lawful under the Energy 

13 Policy Act . United States v . Yankee Atom1c Electr1c 

14 Co . A lower court had ruled that the Dt.D spcc1al 

15 assessment was unlawful . 0:1 August 15, 1997 , the 

16 full panel o! the Federal C-rcun den1ed Yankee's 

17 request ! o r rehean.ng . On Jut.e 2&, 1998 , the U. S . 

18 Supreme Court denied Yankee ' s petition fo r a wri t 

19 o f certiorari . 

20 FPL believes that the Yanl:ee declslon 1s not 

2 1 necessarily dispositive o: l' s c!at!:'s aqilu.st · t,r· 

22 Government challenging tli .. t•~>t dssessment . lis " 

23 protective measure , o n July 27 , 1998 , FPL filed a 

11 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 Q. 

21 ;. .. 

78 

claim before DOE' s Contracting Off1cer and on July 

29, 1998 , a complaint with the U.S . Court of 

Federal Claims challenging the 0&0 assessment. on 

grounds that the O&D assessment 1s an tmpermtsstble 

retroactive adjustment to previous !"i::.::J ,.;:1ce 

u ranium enrichment serv1ce contracts. 

I n addition, FPL has joined a complalnt ftled by 21 

U. S. utilities 1n the U. S. District Court or the 

Southern Olstnct of New Yor~: challeng1ng the D&D 

assessment as a vlolation of the due process clause 

of the Fifth Amendment to the U. S. ConstJt.uttorL 

CConsolldated Edison Co. v. United Statesl . 

The Government has moved for a stay of d1scovery ~n 

the Consolidated Edison case pendlng resoluuon of 

the chdllenges t o the 0&0 assessment in :.he Court 

of Federal Cla1ms. 

Does this conclude your test1mony? 

"ies, it does . 

12 
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8 Q. 

9 A 

10 

11 

12 

13 

14 Q. 

15 A 

16 

17 Q. 

18 A. 

19 

20 

21 

22 

23 

7? 

BEFORE THE FLORIDA PUBUC SERVICE COMMISSION 

FLORIDA POWER & UGHT COMPANY 

TESTIMONY OF KOREL M. DUBIN 

DOCKET NO. 980001-EI 

May 27, 1998 

Plene mte your name, business address, employer and position. 

My name is Korel M. Dubin. and my business address ts 9250 West Flagler 

Streel Miami, Florida, 33174. I am employed by Florida Powe.- & Light 

Company (FPL) as Principal Rate Analyst in the Rates and Tariff 

Administration Department 

Have you previously testified In this docket? 

Yes, I have. 

What Is the purpose of your testimony In this proceeding? 

The purposs of my testimony Is to pressnt the schedules necessary to 

support the actual Fuel Cost Recovery Clauss (FCR) and Capacity Cost 

Recovery Clauss (CCR) Net True-Up amounts for the period October 1997 

through Mardl :998. The Net True-Up for the FCR is an overrecovery. 

including Interest. of $13,491 ,202. The Net True-Up for the CCR is an 

overrecovery, Including Interest. of $11 .771,496. 

1 

I am requesbng 



2 

3 

4 

6 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

a. 

A 

a. 

A 

80 

CommissiOn approval t.o mdude these true-t~p amounts an the calculatiOn of 

the FCR and CCR factors respecllvely. for the penod January 1999 through 

December 1999. 

Have you prepared or caused to be prepared under yt.u· dlroctlon, 

supervision or control an exhibit In this proceeding:' 

Yes. I have. It consists of two appendiCeS. AppendiX I contaans the FCR 

related schedules and Appendix II contains the CCR related schedules FCR 

Schedules A-1 through A-13 for the October 1997 through March 1998 period 

have been filed monthly with the Commission and served on all partJes. 

These schedules are Incorporated herein by reference. 

What Is the source or the data which you will present by way of 

t estimony or exhibits In this proceeding? 

Unle&S otherwise in<facaled, the actual data is taken from tne books and 

records of FPL The books and recoros are kept in the regular course of our 

business in accordance with generany accepted accounllng pnnoples and 

practices, and provisions of the Uniform Systam of Accounts as prescribed by 

this Commission. 

2 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

a. 

A. 

a. 

A. 

8 1 

FUEL COST RECOVERY CLAUSE (FCR) 

Pleue explain the calculation of the Net True-up Amount. 

Appendix I, page 3, entitled "Summary of I'!GI Tn .. .:;-Up", shows tho calculation 

or the Net True-Up for the six-month period Odober 1997 thlrough March 

1998, an overrecovery or $13,491 ,202, which I am requesting be Included 1n 

the calculation or the Fuel Cost Recovery Factor for the period January 1999 

through December 1999. The calculation or the true-up amount for the period 

follows the procedures established by this Commission as set forth on 

Commission Schedule A-2 "Calculation or True-Up and Interest Provision". 

The actual End-of-Period underrecovery for the slx-month period Odooer 

1997 through March 1998 or $57,636,1n shown on line 1, less the 

estimated/actual End-of-Period underrecovery for the same period of 

$71 ,127,379 shown on line 2 that was Included in the calculation of the Fuel 

Cost Recovery Factor for the period April 1998 through December 1998, 

results In the Net True-Up for the six-month period October 1997 through 

March 1998 shown on line 3, a.n overrecovery of $13,491 ,202. 

Have you provided a achedule ahowlng the var1ancea between actuala 

and astlmatedlactuals? 

Yes. Appendix I, page 4, entiUed "Calculation of Final True-up Variances·. 

shows the actual fuel costs and revenues compared to the esllmatedlactuals 

3 



2 

3 Q . 

4 A. 

5 

6 

li 2 

for the period October 1997 through March 1998. 

What was the variance In fuel costs? 

As shown on Appendix I. page 4. line A7, actuol fut!l costs on a TotRI 

Company basis were $39.3 million lower than the estimated/actual projection 

This variance Is primarily due lo a $17.3 million decrease in Energy 

7 Payments to Qualifying Facilities. a $13.2 million decrease in the Energy Cost 

8 of Economy Purchases and a $7.5 million decrease in the Fuel Cost of 

9 Purchased Power. 

10 

11 The $17.3 million decrease In Energy Payments to Qualifying Facilities Is due 

12 to QF purchases being approxlmat.ely 740,000 MWHs lower than projeded. 

13 Energy Cost of Economy Purchases Is S13.2 mUf10n lower than projected 

14 slnce purchases were 615,000 MWHs less than projected due to limited 

1 5 availability of low cost economy energy. Fuel Costs of Purchased Power Is 

1 6 $7.5 million lower than projected since UPS purchases from Southern were 

1 7 approximately 350,000 MWH lower than projected and purchases from 

18 SJRPP were 110,000 MWH lower than estimated due to a change in 

1 9 maintenance outage dates. 

20 

21 a. 

22 

23 A. 

What wa1 the variance In retail ijuriadlctlonal) Fuel Coat Recovery 

revenue•? 

As shown on nne 01. actual jurisdictional Fuel Cost Recovery revenues, net 

4 



1 

2 

3 

4 

5 Q. 

6 

7 A. 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 Q. 

18 A 

19 

20 

21 

22 

23 

3 

of revenue taxes. were $25.781.453 lower than the estimated/actual 

projection. This decrease was due to lower juri.sdictional kWh sales. 

Jurisdictional sales were 4.1% lower than the estimated/actual projection. 

How lis Real nme Pricing (RTP) rencctec1 !r. lhu C:! lculatlon of the: Net 

True-up Amount? 

In the· determination of Jurisdictional kWh sales. only kWh sales associated 

with RTP baseline load are Included. consiste!lt with projections (AppendiX I. 

page 4. Une C3). In the determination of Jurisdictional Fuel Costs. revenues 

associated with RTP Incremental kWh sales are included as 1 00% Retail 

(Appendix I. page 4, Line 04c) In order to offset incremental fuel used to 

generate these kWh sales. 

CAPACITY COST RECOVERY CLAUSE (CCR) 

Pleaae explain the calculatlon of the Net True-up Amount 

Appendix 11. page 3, entiUed "Summary of Net True-Up Amount" shows the 

calc:ulatlon of the Net True-Up for the twelve-month period April 1997 through 

December 1998. an overrecovery of $11.n1,496, which I am requesting to 

be Included In the next projection period. 

On January 12. 1998 FPL requested a Capac:ity Cost Recovery mldcourse 

5 
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correction of $63.4 million which the Commission approved in Order PSC-98-

2 0412-FOF-EI at the February 1998 hearing. The $63.4 million midcourse 

3 correction induded an Estimated/Actual overrecovery of S45.4 million for the 

4 period April1997 through Mardl1998 (Final True-Up Apnl 97-&eptember 97. 

5 $36.1 million plus Estlmaled/Actual True-Up October 97-Marc:h 98. S9.3 

6 million) and approximately $18.0 million for costs assodated with capacity 

7 payments for Osceola and Okeelanta QFs that were induded in the original 

8 projections for April 1998 through September 1996. 

9 

1 0 The actual End~-Per1od overrecovery ror the six-month period ended 

11 September 1997 of $36.119.698 was already induded in the factor for the 

12 period April 1998 through December 1998 as part of the mldcourse 

13 correction. This $36.119.698 shown on line 1. plus the true-up overrecovery 

14 of $21 ,096,113 for the six-month period ended March 1998 shown on line 2. 

15 less the balance of $45.444.316 rrom the midcourse correction shown on line 

16 3. results in the overrecovery of $11 .771,496 shown on l ine 4. This 

1 7 $11 .n1 ,496 true-up is the net overrecovery to be carried forward to the 

1 8 January 1999 through December 1999 period. 

19 

20 Q . 

21 

22 A. 

23 

Have you provided a achcdule showing the Cllculation of the End-<>f

Perlod true-up? 

Yes. Appendix 11. page 4. entitled "Calculation of Final True-up Amount". 

shows the calculation of the CCR End-<>f period true-up for ·the slx-month 

6 
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period October 1997 through March 1998. The End of-Penod true-up shown 

2 on line 17 plus line 18 is an overrecovery of $21 ,096.113. 

3 

4 a. 

5 

6 A. 

7 

ls this truiH.Ip calculation consistent with the true-up methodology used 

for the other cost recovery clauses? 

Yes it is. The calculation of the true-up amount follows the procedurus 

established by this Commission as set forth on Commission Schedule A·2 

8 "Calculation of True-Up and Interest Provision" for the Fuel Cost Recovery 

9 Clause. 

10 

11 a. 
12 

13 A. 

Have you provided a schedule showing the variances between actuals 

and estlmatedlaetuals? 

Yes. Appendix II, page 5, entitled ·calculation of Final True-up Variances·. 

14 shows the actual capacity charges and applicable revenues compared to the 

1 5 estimatedlactuals tor the period October 1 997 through March 1998. 

16 

11 a. 

18 A. 

What was the variance In net capacity charges? 

As shown on line 7, actual net capacity charges on a Total Company basis 

19 were $10.9 million lower than the estimated/actual projection. This variance 

20 was primarily d.ue to lower then expected payments to non-cogenerators, 

21 lower than expected payments to cogeneralors and higher than expected 

22 revenues from capacity sales. 

23 

7 
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3 

4 

5 

6 

7 

8 Q. 

9 A. 

10 

11 

12 

13 

14 

15 Q. 

16 A. 

R 6 

Payments to non-<X>generators were S4.1 million lower than projected due to 

capadity rates being lower than expected as a result of lower than forecasted 

plant Investment and fixed expenses. Additionally. payments to cogenerators 

were lower than anticipated causing a $3.7 million variance. Revenues from 

capacity sales were S3.4 million higher than projected due to upportunity 

Sales being greater than projected for the period. 

What was the variance In Capacity Cost Recovery revenues? 

As shown on line 12. actual Capacity Cost Recovery revenues. net of 

revenue taxes, were $1 .0 million lower than the estlmated./actual projedlon. 

This decrease was primarily due to lower jurisdictional kWh sales than 

projected. Jurisdlctlonal sales were 4 .1% tower than the estlmated.lactual 

projectlon. 

Does !this conclude your tesUmony'? 

Yes. It does. 

8 
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1 BEFORE THE FLORIDA PUBUC SERVICE COMMISSION 

2 FLORIDA POWER & LIGHT COMPANY 

3 TESnMONY OF KOREL M. DUBIN 

4 DOCKET NO. 980001-EI 

5 October 5, 1998 

6 

7 a. Pleaae atate your namo end address. 

8 A. My name Is Korel M. Oub1n and my business address IS 9250 West 

9 Flagler Street, Miami, Flonda 33174 

10 

ll a. By whom ere you employed end In what capacity? 

12 A. I am employed by Florida POINer & Light Company (FPL) as Princ:Jpal 

13 Rate Analyst in the Rates and Tanlf Adman1stra~on Oepnrtment 

14 

15 a. Have you previously testlfled In this docket? 

16 A. Yea. I have. 

17 

18 a. What Ia the purpose of your testimony? 

19 A. The purpose or my tesbmony 1s to present lor CommisSion rev1ew and 

20 approval the fuel factors and the capaCity payment factors for the 

21 Com~any's rata schedules for the period January 1999 through 

22 December 1999. The calculabon of the fuel factors Is based on 

23 projected fuel cost and operabOnal data as sel forth 1n CommiSSion 

24 Schedules E1 through E10, HI and other extub11s filed an th1s 

1 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 Q. 

13 

14 A 

proceed1ng and data previously approved by tho Commission. I am 

also providing projections of avoided energy costs for purchases from 

sman power producers and cogenerators and an updated ten year 

projection of Aot1da Power & Ught Company's annual generation llllx 

and fuel prices. 

In adddlon. my testimony presents the schedules necessary to support 

the calculation of the Estimated/Actual True-up amounts for the Fuel 

Cost Recovery Clouse (FCR) and tho Capacity Cost Recovery Clause 

(CCR) for the period April 1998 through December 1998. 

Have you proJ1lrod or caused to be prepared under your 

direction, aupervlalon or control •n exhibit In thla pro~oodlng? 

Yes, I have. It consists of various schedules 1ncluded '" AppendiCOs 

15 II and Ill Appendix II contains the FCR rel:~ted schedules and 

16 Appendix Ill contains the CCR related schedules 

17 

18 FCR SchedUles A-1 through A-13 for Apnl 1998 through August 1998 

19 have been filed monthly with tho C«MliSSIOn, are served on an paroos 

2 o and are lncorporeted herein by reference. 

21 

22 Q , Whit 11 the aource of the data that you will p1111ont by way or 

2 3 teatlmony or exhlblta In thla procoodlng? 

24 A Unless otherwise lnd1cated, the actual data Is Ulken from the books 

2 

88 
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3 
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5 

6 

7 

8 

9 

10 

11 

12 

13 

1 4 

15 

H 

a. 

A 

Q. 

89 

and records of FPL. The books and records are kept in the regular 

course of our business in accordance with generally accepted 

accounting principles and pradices and provisions of the Unifonn 

System of AccctJnts as prescribed by this Commission. 

FUEL COST RECOVERY CLAUSE 

What Is the proposed leveilzed fuel factor for which the Company 

requests approval? 

1.976¢ per kWh. Schedule El, Page 3 of Appendix II shows the 

caiculallon of this twelve-month levelizod fuel factor. Schedule E2. 

Pages 10 and 11 of Appendix II indicates the monthly fuel factors for 

January 1999 through December 1999 and also the twelve-month 

ievelized fuel factor for the period. 

Has the Company developed a twelve-month tovellzcd fuel factor 

17 for Its Time or Use ratoa? 

18 A. Yes. Schedule E1·D. Page 8 of AppendiX II provides a twelve-month 

19 levelized fuel factor of 2.136e per kWh on·peak and 1.908c per kWh 

2 o off- peak for our Time of Use rate schedules. 

21 

22 Q . Were theae calculations mado In accordance with tho procedures 

23 prevloualy approved In this Docket? 

24 A Yes. they were. 

3 
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1 Q. What adjustments are Included in the calculatlon of the twetve-

2 month levellzed fuel factor shown on Schedule E1, Page 3 of 

3 Appendix II? 

4 A As shown on line 29 of Schedule E1. Page 3. of Appendix II the 

5 estimated/actual fuel cost underrecovery for the April 1 998 through 

6 December 1998 period amounts to $129,170,389. Tllis 

7 estimated/actual underrecovery for the April1998 through December 

8 1998 period plus the final overrecovery of $13,491 ,202 for the October 

9 1997 through March 1998 period results in a total underrecovery of 

10 $11 5,679,187. This amount, divided by the projected retail sales of 

11 83,614,989 MWH for January 1999through December 1999 results 

12 in an increase of 0.1383e per kWh before applicable revenue taxes. 

13 In his testimony for the Generating Performance Incentive Factor. 

14 FPL Witness R. Silva calculated a reward of $9,353,960 for th" period 

15 ending September 1997 which is being applied to the January 1999 

16 through December 1999 period. This $9,353,960 divided by the 

17 projected retail sales of 83,614.989 MWH during the projected period, 

18 results in an Increase of 0.0112e per kWh, as shown on l ine 33 of 

19 Schedule E1. Page 3 of Appendix II. 

20 

21 a. 

22 

2 3 A 

Pleas. explain tho calculation of t.ho FCR Estimated/Actual Truo

up amount you are requesting this Commission to approve. 

Schedule E1-B rage 5 of Appendix II shows the calculation of the 

24 FCR Estimated/Actual True-up amount The calculation of the 

4 
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1 estimated/actual true-u.- amount for the period April 1998 through 

2 December 1998 Is an underrecovery, including interesl of 

J $129.170.389 (Column10, lines C7 plus CB). This amount. when 

4 combined with the Final True-up overrecovery of $13,491.201 

5 (Column 10, 1lne C9a) deferred from the period October 1997 1hrough 

6 March 1998, presented In my Flllal TI'\Je-i.lp testimony fded on May 27, 

7 1998, results In the End of Period under.ecovery of $1 15.679.187 

s (Column 10, line C11). 

9 

10 This schedule also provides a summary of the Fuel and Net Power 

11 Transactions (fines A 1 through A7), kWh Sales (lines B 1 through 63). 

12 Jur1sdictlonal Fuel Revenues (line C1 through C3), the True-up and 

lJ lnt.erest Provision (lines C4 through C10) for this period. and the End 

14 of Period True-up amount (line C11) 

15 

16 The data for April1998 t.htough August t998. columns (1) ltlrough (5) 

17 reflects the actual results of operations and the data for September 

18 1998 through December 1998, columns (6) through (9). are based on 

19 updated estimates 

20 

21 The variance calculation of the Estimated/Actual data compared to the 

2 2 original PI ojectlons for the April1998 through December 1998 period 

2 J Is provided In Schedule E1-B-1. Page 6 of AppendiX II 

2 4 

5 
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1 AI shown oo ine A5. the vanance in Total Fuel Costs and Net Power 

2 Transactions Is S154.2 million or a 13.8% Increase from original 

3 projections. This variance Is mainly due to a S140 mllllon IncreAse in 

4 the Fuel Cost~ System Net Generation, aS 14 mil1oo ncrease mlhe 

5 Fuel Cost of Purchased Power. and a $20 million .naeaso lo Energy 

6 Payments to Qualifying Facilrtles. These amounts are offset by a S7.0 

7 million decrease In the Energy Cost of Economy Purchases and a 

8 $13.0 miiUon Increase In the Fuel Cost o f Power Sold 

9 

10 The Increase In the Fuel Cost of System Net Generallon IS pnmanly 

11 due to higher than projected costs ~heavy oa and natural gas. which 

12 are alighUy offset by lower than projected cost or coal The heavy oil 

13 variatlce Is approximately S 114 miiUoo caused prvnanly by 27% h1gher 

l4 than projected use of ol1 due to the eKJreme hot weather d unng the 

15 period Additionally, there Is an approXImate $29 m1lhon vonance 1n 

16 natural gas caused primarily by a 13% increase in the unit cnst ~gas 

17 The Increase in the Fuel Cost of Purchased Power was pnmanly due 

18 to higher than projected UPS purchases from Southern Company 

19 (586.000 MWH) The Increase 1n Energy Payments to Qualrfymg 

20 Facilities was primarily due to greater than expected dehvenes from 

21 tho lnd't~ntown Cogeneration Limited (ICL) and Cedar Bay facilities 

22 (438,000 MWH) fof the period AdditlonaDy, the quahfyulg fadlrues fuel 

2 3 costs were sl•ghtly higher than projected. All of these were the result 

24 of the extreme hot weather dunng the penod The decrease 1n the 

6 
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5 

6 

7 

8 

9 

10 

11 

12 

13 

14 Q. 

15 A. 

16 

17 

18 

19 

20 

21 

22 

23 

24 

9 3 

Energy Cost of Economy Purchases was primarily due to lower than 

projeded economy purchases (625.000 MWH) as a result of hot 

weather in the Southeast which reduced the availability of low cost 

economy energy. The inCI'ease in the Fuel Cost or Power Sold was 

primarily due to higher than projeded Opportunrty Sales (600.000 

MWH) due to hot weather 10 the Southeast 

The true-up calculations follow the procedures established by this 

Commission as set forth on Commission Schedule A2. "CalculatJon of 

True-Up and Interest Provision" filed monthly With the CommiSSion 

CAPACITY PAYMENT RECOVERY CLAUSE 

Please describe Page 3 of Appendix Ill. 

Page 3 of AppendiX Ill provides a summary or the requested capacity 

payments for the projected period of January 1999 through December 

1999. Total recoverable capacity payments amount to $390,683.195 

(line 12) and indude payments of S206.766,729 to non-cogenerators 

(line1), payments or $321,489.306 to cogenerators (line 2). 

$3,467, 177 of Mission Settlement payments (tine 3) and $4,700.000 

relaUng to the SL John's River Power Park (SJRPP) Energy 

Suspension Accrual (line 4a). This amount Is offset by revenues from 

capacity sales of $6,483.476 (line 4), $1 .018,495 of rotum 

requirements on Energy Suspension payments (line 4b) and 

7 



1 

2 

3 

4 

5 

6 

7 

8 a. 

9 A. 

10 

11 

12 

13 

14 

15 

16 a. 

17 A. 

9 -1 

$56,945,592 of juris<fiCtional capaCity related payments •nduded tn 

base rates (line 8) less a net overrecovery of $77,177.787 (hne 9). 

The l'et overreeovery of $77. 177.787 includes the final ove rtoeovel'y 

of $ 11,771,496 fortne Apnl19971hrough Mard11998 pellOO plus lhe 

estimated/actual overrecovery of S65,406,2S: lvr u .... A.pnl 1998 

through December 1998 period 

Please describe Page 4 of Appendix Ill. 

Page 4 or Appendix 1:1 c:alo.Jiates the aBocabon factors for demand and 

energy at generation. The demand allocation factors are calculated 

by determining the percentage each rate class contnbutes to the 

monthly system peaks. The energy allocators are calculated t y 

determining the percentage each rate contnbutes to total kWh sales. 

as adJUSted for losses. for each rate class. 

Ploaso describe Page 5 of Appendix Ill. 

Page 5 of Appendix Ill presents the calculation of lhe proposed 

18 Capacity Payment Recovery Clause {CCR) factors by rate class 

19 

20 a. Please explain the calculation or the CCR Estimated/Actual True-

21 up am ... unt you are requeatlng this Commission to approve. 

22 A. The Eatlmated/Actual True-up for lhe period Apnl 1996 through 

23 December 1998 is an overrecovery, lnc:luding .ntorest. of $65,406.291 

2 4 (AppendiX Ill, page 7, hnes 15 plus 16). Appendtx Ill, page 7 shows 

8 
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1 the calculation supportng the CCR Estimated/Actual True-up amount 

2 

3 Q. Is this true-up calculatJon consistent w ith tho truo·up 

4 methodology used for the other cost recovery clauses? 

5 A. Yes it is. The calculation of the ti'Ue·UP amount follows the procedures 

6 established by this Commission as set fCI'ttl on Com•russJon Schedule 

7 A:2 "Calculatlon of True-Up and Interest Provis1on" for the Fue; Cost 

8 Recovery clause. 

9 

10 Q . 

11 A. 

Please explain the calculation of the Interest Provision. 

Appendix Ill. page 8 shows ttle calculation of the Interest prov1sion and 

12 follows the same methodology used in calculatmg tho interest 

13 provision for the other cost recovery douses. as previOusly approved 

14 by this Commission. 

15 

16 The interest provision is the result of multiplymg the monthly average 

17 true-op amount (fine 4) times 1he monthly average ltlterest rate (IItle 9) 

18 The average Interest rate for the months renecllng actual data 1s 

19 developed using the 30 day commercial paper rate as published 1n the 

2 o Wall Street Joum~~l on the first business day of the current and 

21 subsequent months The average interest rate for tile projected 

2 2 rr.:>nths is the actual rate as of the first bus1nec;s day 1n August 1998 

23 

24 Q . Have you provided 1 schedule showing the variances between 

9 



9 6 

1 tho Eltlmated/Actuals and tho Original Projections? 

2 A. Yes. Appendix Ill. page 9. shows the Estimated/Actual capacity 

3 Chatges and applicable revenues compared to the original projections 

4 for the April1998 through Sept.ember 1998 period 

5 

6 a. 

7 A. 

What Is tho variance rvlated to capa<.tty ch;srgr -;? 

At. shown ln Appendix Ill. page 9, line 7, the vanance rolau:d to 

8 capacity charges is a $77 m1ltion decrvase. The primary reason for 

9 the valiance IS a $66 milion increase Ill revenues f rom capaoty sales 

10 This increase in expected revenues from capaCity sales IS pnmalify 

11 due to Opportumty Sales bemg approx1mately 600,000 MWH greater 

12 than projected for the period as a result of extreme weather 

13 condiUons The variance 1s also due to a S5 mllhon decrease in 

14 payments to non-cogenerators and a S24 mllhon decrease 1n 

15 payments to cogenerators The decrease in payments to non-

16 cogenerators represents Southern Company aed•t adJustments Ill Ill< 

17 July 1998 and August 1998 1nvolces The decreas • In payments to 

18 cogenerators is pnmarily due to Cedar Bay's capac..y payment belr' J 

19 less than projected and BIC>Energy not Qualrfymg for a capaCity 

20 payment during this penod These amounts were offset by a 

21 mldcourse correctlon in April1998 of $18 million. 

22 

23 a. What Is the variance In Capacity Cost Recover 1 revenues? 

2 4 A At. shown on line 12, CapaCity Cost Recovel)' revenues. net of 

10 
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1 revenue taxes, ere $9 million higher than originally projected. 

2 

J a. What effective date Is the Company requesting for the new 

4 factora? 

5 A The Company is requesting that the new FCR and CCR r .. ctors 

6 become effective with customer bills for January 1999 through 

7 December 1999. This wiU provide for 12 months or baling on the FCR 

8 and CCR factors for an our customers. 

9 

10 a. What will be the charge for a Residential customer using 1,000 

11 kWh effective January 1999? 

12 A The total residential bUI, excluding taxes and franchise fees, for 1,000 

13 kWh wiU be $75.56. The base biD for 1,000 residential kWh Is $47.46. 

14 the fuel cost recovery charge from Schedule E1-E, Page 9 or 

15 Appendix II for a residential customer is $19.80, the Conservation 

16 charge Is $2.15, the Capacity Cost Recovery charge Is S5 14. the 

17 Environmental Cost Recovery charge is S.24 and the Gross Receipts 

1.8 Tax Is S.n . A ResidenUaiBiU Comparison (1.000 kWh) Is presented 

19 in Schedule E10, Page 65 of Appendix II. 

20 

21 a. Does this conclude your testimony. 

22 A. Yes. it does. 

11 



1 BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

2 FLORIDA POWER & LIGHT COMPANY 

3 TESTIMONY OF KOREL M. DUBIN 

4 DOCKET NO. 980001-EI 

5 October 14, 1998 

6 

7 Q. 

8 A. 

9 

10 

11 Q . 

12 A. 

13 

14 

15 Q . 

16 A. 

17 

18 Q . 

19 A. 

20 

Please state your name and addre11. 

My name is Korel M. Dubin and my business address 1s 9250 West 

Flagler Street, Miami, Florida 33174. 

By whom are you employed and in what c.apacity? 

I am employed by Florida Power & Ughl Company (FPL) as Prinopal 

Rate Analyst In the Rates and Tariffs Department. 

Have you previously testified In thla docket? 

Yes, I have. 

What Ia the purpose of your testimony? 

The purpose of my testimony is to address issues set forth in 

Attachment A of Commission Order No. PSC-98-1270-PCO-EI 

21 Issued September 25, 1998 regarding transmission revenues 

2 2 aasooated with economy transactions. 

23 

24 

1 

98 
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1 Q. 

2 

3 

4 

5 A. 

99 

Does the FERC require that revenue from non-firm transmlaslon 

services, subject to FERC jurisdiction be reflected as a revenue 

credit In the derivation of firm transmission service rates subject 

to FERC jurlacllctlon? 

Yes. In Order No. 888, Issued In Docket Nos RM95·8·000 and 

6 RM94 ·7 .001 the FERC s'tated "The Anal Rule's general requu ument 

1 for non-<llscrimlnatory transmission access and priCing by public 

a utilities, and its specific requirement that public utilities unbundle their 

9 transmission rates and t.ake transmission service under their own 

1 o tariffs, apply to all public utllitles' wtlolesale sales and purchases of 

11 electric energy, indudlng coordination transactions (mlmeo page 

12 266)." Addltlonally, In 1993 for New England Power Co. (FERC 

13 61,153), FERC accepted transmission rates thai reflected a creditlo 

14 the transmission cost of service for nonlirm transmiSSIOn services 

15 provided to others. In that same case, FERC also required the 

16 company to credit the transmission cost of service to renect the 

17 transmission component of off-system power sales revenues. 

18 

19 Q . How should the trarnsmlaalon rovenuea associated wi th 

20 economy tranuctlona over the Energy Broker Network be 

21 aepar11ted between ratllll and wholesale jurisdictions? 

22 A. For FPL. transmission revenue assodated v.ith economy transactions 

23 should continue to be separated based on enerv.• ~though it may be 

24 appropriate to use a demand separator. FPL's current energy 

2 
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.; 
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6 

7 

B 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

Q. 

A. 

1 0 0 

separation factor and demand separation factor produce virtually the 

same results. Also. currently ell fuel and fuel related costs and 

revenues that are lnclud·ed In the Fuel Cost Recovery factO!s are 

separated based on energy. Introducing another step In the 

calculation of our fuel factors thai would not materially affect the 

results does not seem beneficial at this l1mo. 

FPL's separation lector for energy is calculated by taking actual 

annual Total Retail Energy at Generation and dividing it by Total 

Company Energy at Generation. FPL's amant separation factor for 

energy Is 98.56%. 

FPL's current separation factor for demand is 98.05%. FPL's 

separation factor for demand Is calculated by taking actual annual 

Retail Average 12 CP at Generation and dividing it by Total Company 

Average 12 CP at Generation. 

Does thla conclude your testimony. 

Yes. It does. 

3 
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II 
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I'LOIUDA PQI.LIC IUIVIC:Z C::O.OIIlOtf 

DOCKKT NO . tl0001 · &1 
COtn'IMtnMO IUIIV&I1.J..ANC~l AND RKVl&W or 

.UZ.L coer R&OCIIIf:al' ~u or ltL&CTilJ c t1T 1 Ll r 1 &a 

Oi rect T•• ti-y of 
O.Orv• H . Bacl\aon 

On Behalf ot 
rlorida Public Utiliti•• Coep&nx 

1 0 1 

0. Pl-•• otat.e you~ ,..... and buainau addreu . 

A. 

o. 
A. I aa -loyed by Plodda Publia Ut.ilit.iao Coepany . 

o. HaW~ you p...,io,..ly t.eo t.i t ied in t:J> h Oocll.e t? 

A. Yea . 

o. llbat h the purpooa of your t.eo t.iJoony at thu u .. ? 

A. I wU1 briafiy cSa.cribe the bade f or the CCJIIPUtAUono tha t ware 

aade in the pr.paraUon of th• varioua Sc.hedul•• tha t •• have 

oubaitted in oupport of the ~anuory 199t • Dacaaber 199t f u e l coot 

recovery adjuablle;nta for our t wo e leet.rl.c div1a.lona . Jn • dell L&on, 

aotabliah a "t:rua·up• .-nt to ba co11ect.ad or refunded durlno 

~anoary 1ttt • oec..bar ltSP. 

o. 

dl ract.ion? 

A. 

o. W'hiah of the 8taft" a aet o~ a ohadulea haa your coapany O'-'Pl•ted 

and file-t? 
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17 
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27 

28 
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0 

A . 

Q. 

A. . 

1 0 I 

We have t iled Sched~aa &1, ELA , &1 - 8, &18-1, &2, £7 , a nd £10 !or 

Mari anna and £1 , ELA, £1-B, £ 1-81, &2, £7, 18, And £1 0 Cor 

rern&DdJ.na BeAch. T'h.ey are included in eo.poai te Prel:la&rinq 

IdantiCication Nuaber CHB-2. 

T'haae achedu1aa a\Jpport t h > c:&.1cu.1ation ot tha laval.l.aed Cua 1 

ad,uataan t factor Cor January 1g~g - nec-ba.r 1ggg. Schedule U-D 

ahowa the calculation o C Purc:haaed Power Coau a nd Ca lc:u.laH on ot 

True -tip And Intereat Provi aion Cor the period Apdl 11198 - O.C..bar 

1gu baaed on !I Hontha Act:u.al a nd 4 Hontha Eatiaated d.at.a . 

In derivation ot the p roj-.>ted coa t. i'act.or Cor the January 199~ -

o.c..bar 1~~g , period, did you Collow the .,... prooed11rea tha t ware 

uaed it> the pd.o r pedod CiUnqa? 

Yea, with the ex.oepUon o f ti- pe.riod . The period covered baa 

been c:han9ed to t:>nolve sontha a nd a calender ~r. 

Why haa the CSlD r ate clue Cor Fernandina BeAch been exc luded Cree 

th••• cc.putationa ? 

Deaand a nd othe r purc:haaed -r coata ar a aaa iqned to the CSlD 

rat. cla.aa di-r.cUy baaed on their actual CP 101 a nd the i r actual 

ICMH oo.n.au:.ptio.o . That procedure to.r the GS.LD claa a baa be.en in u • o 

Cor oeveral year• and hao not bean changed harein . Coote to ba 

r.cove.red troa a ll other cl••••• ia deterain4d after chduct-Lnq ! roe 

total purc:haaed power coota tho •• coota directly aoai9ned to OSLO. 

Ho w will the ct.aand coa t l:'ecove ry factor• f o r the; o ther rate 

cl••••• be u•ed? 

T'ha deaand coat racovary Caoton Cor aach or the RB, G!l, 050 and 

OL-BL rate c.l.a•••• will ~~ one el ... _nt o f the total coa t 

recovery factor tor tho•• cl• •••• . All othe r coat• or purch•a-.d 

power will be r.covared by t.h• uae o f t.b• leveliz.cl f a ct.or tha t 1a 

the ..... t o r all tho•• rae. cl••••• . Thua the total factor t or ••e h 
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c la•• wi ll be the au. o t the r •apec t i ve d ... nd c oat factor • nd the 

level.i aed t'actor r o r a~l otther coat.a . 

Pl .. •• add.r••• the calcula tion ot the total true - up aaount to be 

coUect..ct or re~~ durl1119 t.he J&A.ary 1999 - Oeceal>er 1999 . 

We haYe detAorained tha t. at. t.he e nd o f O.Ceaber 1998 baaed on f ive 

.ant.ha acta.a.l and t our aontb• ea t.l.a.lo~, we v .Lll hav e o v a..r 

~•-red $60 , 1 0 ? i _n puJ>chaaed power coat• in ou.r Maria nna 

divioion . Baaed on ea t.i-t:ed a i>.laa f o r t.he period January 1999 -

Pee-bar 19911 , it. wi ll be neceuary t.o a ub t.ra c t . 02177¢ per KWil t.o 

~und t.hia over-recovery . 

In Fernandina Beach - wU!l have over-recover..S $126 , 712 ~n 

purchaaed power coat.a . 'flU a aaount. wil l be refunded a t. .onooo per 

IOIH duri ng t.he J an.ary 19119 - O.C..ber 199 9 peuod (ex c l ude• QStD 

ou.eo.er a) . Pave 3 and 13 o f co.poa i tAo Prah•arin9 I den t.i f ieat.ion 

Huabe.r GHB-2 p rovide& a de tai l o t the calc ul a tion o f t h • tru e • up 

a.aounta . 

Lookint,l beck upon t.he OCt.ol>er 1997 - Ha.rc h 1998 period , what. vera 

t:.ha a ct,ual End o t Pe..riod - True - Up ..oune. t or Marianna a nd 

Fernandina Baach , and t.h•h: eivniCicance , •f a ny ? 

Tho Marianna Div1aion axperiene~ a n o var-r• covory ot $256 ,32• a nd 

Fe rnandina Beach Divi a ion over-r.cove~ed $390.750. The aaoun~• 

both r epr•••nt f l uctua tion• o t l • •• than 10\ troa tho total t uol 

cbarqea f o r the peE'i od ~d a.re not conllde r -=1 a i.Q-nl ! :Lc a nt. v a r i • nc:•• 

troe proj o c t1o na . 

WhAt.~ u-. PI~ Un&l ~lR~R9 ~•-vp aaouny C9 r PI• J>9noc:l Ql:~r 

199? - MA r c h 1998 f or bot.h div i•>o na ? 

r n ~rianna the t~na l reaatnin9 true - up ..ount vaa a o over-recov~ry 

o t $125,0• 5 . The ~inal ~ining t rue - up aaou n t t o r F• rnand l n a 

Bea ch ••• a n o ve r • r • oov•ry o f 1 12 1 . 303 . 

3 



2 

3 

4 

5 

6 

7 

! 

9 

10 

II 

12 

13 

14 

IS 

16 

17 

18 

19 

20 

21 

22 

23 

24 

2S 

26 

27 

1 0 4 

Q . What. are t.he eot.iaat:.d true-up aaount.o f o r t.he period o f April 1998 

- O.ceaber 1PPS? 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

In Harlanna , there i a an ••tl aae.d ove r-recovery of 64 ,938. 

Fernandina Beach haa an .. t.!aat:.d undar-recovery ot $5, ,09 . 

Wllat. will t.he t.ot.al f u el adjuotaent. factor, exclucilnq - n.d coot. 

... covary, be f or bot.h cilviaiono for """ perio-1 

.!anuacy 1 999 - o.c-ber 1!1!19. 

l n ~ the t.ot.al tual ad)uat8ent. faot.or aa a hown on Une 33, 

Schadula 11 , io 2 . 293¢ per IIJIII . In Ferna ndina koch the tot.ol fuel 

adju.ataeat ~actor t or •otbar c.l.a•••••, •• ab.own on Lin• 4. 3, 

Schedule &1 , aaount.a t.o 2 . 0 '2C per IIJIII . 

Plaaae adviae what. a r .. id.ential cuo-.. uoinq 1.000 IOfll wi 11 pay 

for t.ha period January 1PP!I - Dec--ber lUP inolucilnq baae n t.n, 

oon_ae.r'\f&t.lon coat. r.-covary factor• , and tue.l ad:)uetaant f actor and 

aft.ar appl i oat.ion of a lina looa •ult.iplier. 

In Maria nna a reoidentla l cuo t.oaar uoinq i,OOO kwH wi ll pay $G3 . 1G, 

an .S.Craaae o f .650 troa t.he previouo period. ln Fernandina Bo ach 

a cua ta.er will pay $~7. 65 , an increaae o t $1.69 troa the pr·evioua 

pedod. 

oa.o t.hh oonolude your .... ti..,ny? 

Yea . 

Dlok Fuel l/97 

Nov98-t.aot. . qb 

4 
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s a. 
6 A. 

GULF POWER COMPANY 

Before the Florida PubliC Service Commission 

Preparo<l Dlroct Testlmony and Exhibit or 

Michael F. Oaks 

Docket No. 980001 -EI 

Date of Filing: October 12, 1998 

Please state your name and business address. 

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

1 Place, Pensacola, Florida 32520-()328. 

9 0 . What Is your occupation? 

10 A. I am the Compliance and Fuel Supply Supervisor at Gull Power 

11 Company. 

l l 0 . Mr. Oaks, will you please describe your education and experience? 

1 0 5 

I ~ A. I graduated from Belhaven College In Jackson, Mississippi, In t9n with a 

IS Bachelor of Science Degree In Chemistry. I joined Gulf Power Company 

It> in 19n as a Chemist. Since then, 1 have held various positions with the 

11 CofTl)any, includlng Water Chemistry Speci list. Water Quality Specialist. 

IK ~·wlronmental Affairs Specialist, Environmental Audit Administrator. and 

I 'I Compliance Administrator. I was promoted to my present position In May 

20 1996. 

21 

22 0 . What are your duties as F.Jel Supply Supervisor? 

21 A . I supervise and administer tho Company's fuel procurement, 

J~ 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. 

z 

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

4 testimony in this proceeding. 

s A. Yes. 

1 a. 
8 A. 

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

The purpose of my testimony Is to support Gull Power Company's 

9 projection of fuel expenses for the period January 1, t 999 to 

1 0 G 

10 December 31 , 1999 and to be available to answer any questions that may 

11 occur concerning the Company's fuel procurement procedures. 

12 

13 a. Have you prepared an exhlbll that contains Information to which you will 

14 refer in your testimony? 

15 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 or one schedule be 

21 marked as Exhibit No. I C (MFO· , J. 

22 

23 a. Has Gulf Power Company made any changes to Its methods 10 lhls period 

2• lor projecting fuel cost? 

25 A. No. 

Dockel No. 98(XX)I.£1 POQO 'J 



, 
a. 

2 

3 A. 

1 0 7 

Does the 1999 projection of fuel expenses reflect any major changes in 

Gulf's fuel pt~rchasing program during this period? 

No. However, a change In fuel $upply for Plant Daniells planned in 1999. 

~ The details of such a change have not been finalized at the time of this 

s filing. 

6 

1 a. 
8 

9 A. 

How much spot market coal does Gulf Power project It will purchase 

during the January 1999 through December 1999 period. 

We are projecting the purchase o1 approximately 1, 715,436 tons on the 

10 spot market. This represents approximately 29% of our projected 

11 purchase requirements. 
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Mr. Oaks, does this conclude your testimony? 

Yes. 
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Date of Filing: October 12, 1998 

1 0 8 

Pl ease state your name, business address and occupation. 

My name is Susan Cranmer. My business address is One 

Energy Place. Pensacola, Florida 32520-0780. I hold the 

position o f Assis t ant Secretary and Assistant Treasurer 

for Gul f Power Company. 

Please briefly describe your educat ional background and 

business experience. 

I graduated from Wake Forest University in 

Winston-Salem, North Carolina in 1981 '"'ith a Bachelor of 

Science Degree in Business and from the University of 

West Florida i n 1982 with a Bachelor of Arts Degree in 

Accounting. I am also a certified Public Accountant 

licensed in the State of Florida . I joined Gulf Power 

Company in 1983 as a Financial Analyst . Prior to 

assuming my current position, J have heJd various 

positions with Gulf including Computer Modeling Analyst. 

Senior Financial Analyst, and Supervisor of Hare 

Services . 
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My responsibilities include supervision of: tariff 

administration, cost of service activities, calculation 

of cost recovery factors, the regulatory filing function 

of the Rates and Regulatory Matters Depart.ment. ll.td 

various treasury activities . 

Have you previously filed testimony be fore chis 

Commission in Docket No. 980001-EI? 

Yes, I have. 

~fuat is the purpose of your testimony? 

The purpose of this testimony is to discuss the 

calculation of Gulf Power's fuel cost recovery !actors 

for the period January 1999 through December 1999. I 

will also discuss the calculation of the purchased power 

capacity cost. recovery factors for the period January 

1999 through December 1999. 

Are you familiar with the Fuel and Purchased Power Cost 

Recovery Clause Calculation for the period ~ f Janua ry 

1999 t hrough December 1999? 

Yes, these documents were prepared under my supervision. 
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Have you verified that to the best o f youz: k:nowledqf' nno 

belief, the information conta1 ned in the~;e documents is 

correct? 

Yes, I have. 

Counsel : We a~k that M~ . c.~nmez:•s Exr.ibit 

consisting of fourteen schedules. 

be marked as Exhibit No. __ (SOC -1 ). 

Ms. Cranmer, wha t has Gulf calculated as the fuel cost 

recovery true-up t o be applied ln t.hc period Januar-y 

1999 thz:ough December- 1999? 

The fuel cost recover-y true-up for this pez:iod is an 

increase of .0454~ /kwh. As shown on schedule E- lA, this 

includes an es timated under--recovery for the Apr il 

through September 1998 pez:lod of $3,743.611. less che 

estimated over-recovery of $1,097,022 for Apz:il through 

September 1998 already being refunded in the current 

October through December 1998 period. It also includes 

an estimated true-up over-recovery of $456,058 for t.he 

current period of occober through December .998. •rhe 

resulting under-recovery is $4,384,575. 

\•lhat has :.,een included in this filing to re[lect the 

GPIF rewa r d/penalry for the period of Oct0b~r 1~97 

through March 1998? 

Oockot No. 980001-EI Vaoe .l Wit nos a • Suu11n 1). Cranm<'r 
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This is shown on Line 32b of Schedule E-1 as an increas~ 

of . 0006¢/ kwh, thereby rewarding Gulf by $62.632 . 

Ms . Cranmer , what i s the levelized projected fuel factor 

for the period J anua ry 1999 through December 1999? 

Gulf has proposed a levelized fuel factor of l.b62¢/ kwh. 

It includes projected fuel and purchased power energy 

expenses for January 1999 through December 1999 And 

projec ted kwh sales for the same period, as well as the 

true-up and GPIF amount. The proposed levelized fuel 

factor a lso i ncludes the special recovery amount 

a s sociated with the Air Products special contract. The 

calculation of the special recovery amount is presented 

on Schedule E-12 of my exhibit . The levelized fuel 

factor has not been adjusted for linP losses. 

Ms. Cranmer, how were the line loss multipliers used on 

s~hedu le E-lE calculated? 

They were calculated in accordance with procedures 

approved in prior filings and were b<lsed on Gulf's 

latest mwh Load Flow Allocator s. 

Ms. Cranmer, what fuel (actol does Gulf propose for its 

largest group of customers <Croup A) , those on Rate 

Schedules RS, GS, 050, OSTll, and OSTV? 

Docket No. 980001-EI Wf t.Ot-81.:1: SuntUl D. LttHUTi~l 
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Gulf proposes a standard fuel factor. ~djusted (or line 

losses, of 1.682e/kwh for Group A. Fuel (actors for 

Groups A, B. c . and D are shown on Schedule E- lE. These 

factors have also been adjusted for line losses. 

!'Is. Cranmer, how were the time-of -use fuel facLors 

calculated? 

These were calculated based on projected loads and 

system larnb&ls for the period January 1999 through 

December 1999. These factors included the GPlP, 

true-up, and special contract recovery cost amounts and 

were adjusted for line losses . These time-of - usc fuel 

factors are also shown on Schedule E-lE. 

How does the proiJosed fuel facLor Lor Rate Schedule RS 

compare with the factor applicable to December 1998 ano 

how would the cha,nge affect the cost of 1000 kwh on 

Gulf's residential rate RS? 

The current fuel factor for Rate ScheduleRS applicable 

to December 1998 is 1.646e/kwh compared wi th the 

proposed factor of 1 .6S2e / kwh. For a residential 

customer who uses 1000 kwh in January 1999, thn (uel 

portion of the bill would increase from $16.4~ LO 

Sl6.82. 

oockot No. 980001-£1 
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Ms. Cranmer, has Gulf updated its est ima tes of the 

as - available avoided energy costs to be sho•Nn on COGl as 

required by Order No. 13247 issued May 1. 198 4, in 

Docket No. 830377-EI and Order No. 195 4R issued June 71. 

1988, in Docket No. 880001 -E~? 

Yes. A tabulation of ~hese costs is set forth in 

Schedule E-ll of my Exhibi t SDC-1 . These costs 

represent the estimated averages fo r Lhe period ftom 

January 1999 through December 2000. 

Ms. Cranmer. you stated earlier that you are responslbl t> 

for the calculation of the purchased power capacity cost 

(PPCC) recovery factors . Wh ich schedules of your 

exhibit relate to the calculation of these factors? 

Schedule CCE- 1, including CCE-la and CCE-lb. and 

Schedule CCE-2 of my exhibit relate to the calculation 

o f the PPCC recovery factors for the period January 1999 

through December 1999 . 

Please describe Schedul e CCE-1 of your e xh ibit. 

Schedule CCE-1 shows t!he calculatton of the amount of 

capacity payments to be recovered through the PPCC 

Recovery Clause . Mr. !Howell has provided me with Gulf's 

projected purchaseo power capacity transacLions under 

the Southern Company Intercompany Interchange Contract 

Oockec No. 980001-21 WI tnuun: susAn ll. Cnorun"r 
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(IIC), Culf•s contract with Solutia, and ~ertain market 

capacity transactions. Gulf's total projected capacity 

payments for the period January 1999 through December 

1999 are purchas~s of S7,007.9B4. The jurisdictional 

amount is $6,761,494. For the peri~'d. C•Jlf's request <.d 

recovery before true-up is the difference between the 

jurisdictional projected purchased power capacity costs 

and the approved adjustment for former capacity 

transactions embedded in current base rates. This 

adjustment amount was fixed in Order No. PSC-~3-0047-

f'Of'-EI, dated January 12, 1993. as an annual embedded 

credit of $1,678,580, or $1,652,000 net o( revenue 

taxes. Thus, the projected recovery amount that would 

be collected through the PPCC recovery factors in the 

period January 1999 through December 1999 is $8,413.494. 

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. 

~That has Gulf calculaced as the purchased power capacity 

factor true-up to be applied in th£> pc>riod .Janul\ry IIJI)1) 

through December 1999? 

The true-up for this period is an increase of Sl.3t5,t67 

as shown on Schedule CCE-la. This includes an estin~ted 

under-recovery of $2,467,419 for Occober 1997 through 

Docket No. 980001-£1 PaQo• 7 Wltr.cas: Susar. 0. ~·4~~c• 
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September 1998. l ess the estima ted under-recovery of 

$2,389,778 for October 1997 through September 1998 

already being recovered in the current October through 

December 1998 period . It also includes an estimated 

under-recovery of $1 ,237,526 for the ~~::~nt period of 

Oct ober 1998 through December 1998. ~he resulting 

under - recovery is $1.315,167. 

What methodology was used to allocate the capacity 

payments to ra te c lass? 

As required by commission Order No. 25773 in Docket 

No . 910794- EQ, the revenue requirements have neen 

a llocated using the cost of service methodology used in 

Gulf's las t full requirements rate case and approved by 

the Commission in Order No. 23573 issued Oc~ober 3 . 

1990. in Docket No . 8913 45-EI . Although the capacity 

payments i n that cost of service study were allocated to 

rate class using the demand allocator based on t'1e 

twelve monthly coincident peaks projected for the test 

year, for purposes of the PPCC Recovery Clause. c;ul ( has 

allocated the net purchased power capacity costs to rate 

class with 12 / 13th on demand and !!13th on anergy. This 

allocation is consistent with the treatment accorded to 

production plant in the cost of service study used in 

Cocke~ No. 980001-EI Wll neu&: SUPu'lll ll. Cn•nmPt 
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Gulf's last rate case. 

How were the allocation factors calculated for use in 

the PPCC Recovery ..:lause? 

The allocation factors used in rhe Purrhasedl Power 

Capacity Cost Recovery Clause have been calculateu using 

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 through 

I on Page 1 of Schedule CCE-2. 

Please describe the calculation of the cents / k•OIIh factors 

by rate class used to recover purchased power capacity 

costs . 

As shown in columns A through o on page 2 o( Schedule 

CCE-2, the 12/13th of the jurisdictional capacity cost 

to be recovered is allocated to rate class based on the 

demand allocator, wi th the remaining l/13th allocated 

based on energy. The total revenue requiremenL assigned 

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 facLor. This 

factor would be applied to each customer's tota l kwh to 

calculate the amount to be billed each month. 

Doc~et No. 980001-£1 l'auo 9 
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What is the amount related to purchased power capacity 

costs recovered through this factor t hat ·.,il l be 

included on a residential cus tomer' s b ill for 1000 Kwh ? 

The purchased power capacity costs recovered thr ough the 

clause for a residential customer who uses 1000 k~o·ll wi 11 

be $1.22. 

~fuen does Gulf propose to collect these new fuel charges 

and purchased power capacity charges? 

The fuel and capacity factors will be e(fective 

beginning wi"th the first Bill Group for January 1999 and 

continuing through the last Bill Group for December 

1999 . 

Ms. Cranmer, does this complete your t es timony? 

Yes, it does. 

Ood:Cl 110. 980001•1!1 WILneou: Sunan 0. C~anmer 
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Please state Y•>ur name. businesa addrf!ss a nd occup.• .- io11. 

My name is Susa n Cranmer. '1y business address is One 

Energy Place, Pensacola, Fl orida 32520-0780. 1 ho ld the 

position of Assistant Sectetary and Assist~nt Treasurer 

for Gulf Power Company. 

Please briefly describe your educational background and 

business experience. 

I graduated from Wake Forest University in 

1-Tinston-Salem. North Carolina in 1981 with ao llachelor o: 

Science Degree in Business and from the Univ<' r siLy o f 

\!Test Florida in 1982 with a Bachelor of Arts Degree tn 

A.ccounting. I am also a Cerci fi ed Public Ac ountant: 

licensed i n the State of Florida . I joined uulf Pow~r 

Company in 1983 as a Financial Analyst. Pri r to 

assuming my current posit ion, I have held vll i•)us 

positions with Gulf including Computer Model t ng Analyst, 

Senior Financial Analyst. and Supervisor of Hut<• 

Services . 
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My responsiblli ti.es include supervision or: L~ri ff 

administration, cost of service activities, calculation 

of cost recovery factors. the regulatory filing function 

of the Rates and Regulatory Matters Department. and 

various treasury activ itieR . 

Have you previously fi l ed testimony before this 

Commi ssion i n Docket No. 980001-El? 

Yes, I have. 

What is the purpose of your testimony? 

The purpose o f my testimony is to discuss the allocation 

of transmission revenues ~ssociated with economy sales 

transactions between the retail and wholesale 

ju r isdictions. 

What is the proper jurisdictional separation factor for 

c:.llocating transmission revenues between the retail and 

wholesale jurisdictions? 

A transmission-related separation factor, based on 

coincident peak demand, properly ~!locates transmission 

revenues between the retail and wholesale jur1sd1ctions. 

This is C'Onsistent with the way in which the 

transmission-related plant costs and operation and 

maintenance expenses were allocated in Cul i' G last rnt~ 

Docket No. 980001-EI Pooe 2 
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case. 

Does Gulf propose to use a demand allocaLor LO cal culate 

the amount of transmission revenues to fl 0'"' thr ough the 

fuel clause? 

No. For administrative simpliClty, Guli nroposes ~o 

allocate the transmission revenues [lowed through the 

fuel clause based on energy sales adjusted for line 

losses. as it has been doing for transnaission revenues 

related to economy sales e[fective January 1997 pursuant 

t o Corruni.ssion Order No . PSC- 98-0073 - FOF-El elated 

January 13, 1998. For Gulf Power, the energy allocator 

and the demand allocator are very similar. For 1997 . 

the average ener gy allocator was 96.61503~. and for 1998 

through August. the average energy allocaLor was 

96.63689%. In Gulf's last rate case, the transmission

related investment and expenses were allocated based on 

coincident peak demand, with 96.73822% allocated co the 

retail jurisdiction. For the period January 1997 

through August 1998, $525,145 of transmissi•.>n revenues 

would have been allocated to the retail ;urisdiction 

using the 96.73822% demand allocator. ~he actua l 

revenue flowed through the fuel clause during that 20-

month period based on energy allocators wuH SS:l~.;.>GO. 

Docket No. 980001-£1 



1 

2 

3 

<1 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

Q. 

A. 

1 2 , 

for a difference of $885 . Changing t he t~llocatlon fo t 

these transmission revenues would require fairly 

substantial changes to Gulf's over/under recovery 

calculation each month, and to the actua l "A" schedules 

filed each month and the fina l true- up and projection 

schedules, each filed annua lly . I n summary . 01.11: to the 

immateria lity of the d ifference in the energy and demand 

allocators for Gulf Po~er and the administrative costs 

involved with changing the allocator for the 

transmission revenues a ssociated with economy sales. 

Gulf is proposing to continue using the energy allocator 

to flow these transmission revenues t hrough the fuel 

clause to its customers. 

Ms. Cranmer, does this complete your testimony? 

Yes, it does. 
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GULF POWER COMPANY 

2 
Before the Florida Public Service Comrnisston 

Direct Testimony of 
G. D. Fontaine 

3 Docket No. 980001-EI 
Date of Filing May 20. 1998 

s 

6 

7 Q. Please state your name, address and occupation. 

8 A. My name is Georqe o. Fontaine. my business add.ress is 

9 One Energy Place, Pensacola, Florida 32520-0335, and my 

10 position is Performance Test Specialist for Gulf Power 

II Company. 

12 

ll Q. Please describe your educational and business 

14 backg'round. 

IS A. I received my Bachelor of Mechanical Engineerino Degree 

16 from Auburn University in 1980. Following gradua t ion. 

17 I joined Gulf Power Company as an Associate Engineer at 

18 che Scholz Electric Generating Plant , and as I 

' 9 previously stated, my current posi tion is Performance 

20 Test Specialist. I am also a regis t ered Pro fess ional 

21 Engineer in the State of Florida . 

22 

23 Q. Mr. Fontaine, have you previously testified in this 

2• Docket? 

~s A. Yes , sir. 

1 2 2 
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Q. Mr. Fontaine, what is the purpose of your testimony in 

2 this proceeding? 

3 A. The purpose of my testimony is to present GPIF results 

4 for Gulf Power Company for the period of October 1 . 

5 1997, through March 31, 1998. 

6 

1 Q. Mr. Fontaine, have you prepared an exhibit that 

8 contains information to which you will refer 1n your 

9 testimony? 

10 A. Yes, Sir, I have prepared an exhibit consisting of five 

11 schedules. 

12 

13 Q. Mr. Fontaine, was this exhibit prepared by you or under 

14 your direction and supervision? 

15 A. Yes. it was. 

16 

17 

18 

Counsel: We ask that Mr. Fontaine 's exhibit be 

marked for ide.ntification as exhibit OJO (GDF-1). 

19 

20 Q. Mr. Fontaine, before reviewing the GPIF Results for 

21 Gulf's units, is there any information which has beer 

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 actual 

25 unit performance data which was submitted monthly to 

Dockee No. 980001-EI Pao• 2 Witn••• • C. D. Fontaine 
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che Commission during chis period. These corrections 

2 are based on discoveries made during our final review 

3 to determine the accuracy of this information prior to 

4 this pr oceeding . The Actual Unit Performance Datil 

s tables on pages 14 to 19 of Schedule 5 incorporate 

6 these changes. The data contained on :h&s~ tables is 

7 the data upon which che GP~F calculation was made. 

8 

9 Q. Mr. Fon t a ine, woul d you now review the Company· s 

10 equivalent availability results for the period? 

11 A. Actua l equivalent availabilit y and adjusted actual 

12 equivalent availability figur es for each of the 

13 Company's GPIF unit s are shown on page 13 of Schedul~ 

14 5. Pages 3 through 8 of Schedule 2 contain the 

IS calculations for the adjusted actual equivalent 

16 availabilities. 

17 A calculation of GPIP availability points based on 

18 these availabilities and the targets established by 

19 Commission Orde r PSC-97-1045-FOF-EI is on page 9 of 

20 Schedule 2. The results are: Crist 6, -1.36 points; 

21 Crist 7, -10.00 points; Smith l, -5.83 points ; Smith 2, 

22 - 10.00 points : Daniel 1, +10.00 points. and Daniel 2. 

23 -10.00 poincs . 

24 

lS 
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Q. Mr. Fontaine, what were the heat ra te results fo r the 

2 period? 

3 A. The detailed calculation o f the actual average net 

4 operating heat rates for the Company ' s GPIF units is on 

5 pages 2 through 7 of Schedule 3. These heat rate 

6 figures have not at this point been adjusted in 

1 accordance wi th GPIF procedures for load and other 

8 factors to the bases of their targets. 

9 As was done for t he prior GPIF periods , and as 

10 indicated on pages 8 through 13 o f Schedule 3. the 

11 target setting equations were used to adjust a c t ual 

12 results to the target bases. These equations. 

13 submitted in June 1997, are shown on page 15 o f 

14 Schedule 3. 

15 As calculated on page 16 of Schedule 3. the 

16 ad justed actual average net operating heat rates 

17 corre spond to GPIF unit heat rate points of: - 2.2 4 f or 

18 Crist 6. +2 .66 for Crist 7, 0.00 f or Smith l. +7.49 f or 

19 Smith 2, -0.63 f or Daniel l, and 0.00 for Daniel 2. 

20 

21 Q. Mr. Fontaine, what number of Company po1nts were 

n achieved during che period. and what reward or pena lty 

23 is indicated by these poin ts a ccor ding to t he GPIF 

24 procedure ? 

25 A. Using the unit equivalen t availabi lity and heat rate 

Docket No. 980001-EI Page 4 Wit~••• • G. D. Fonta inw 
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points previously mentioned. a long with the a djusted 

weighting factors. the Company points would be +0.73 as 

indicated on page 2 of Schedule 4 . This calculates to 

a reward in the amount of 562.632. 

Mr . Font aine. would you please s~rizP 

testimony? 

Yes, Sir . I n v i ew of the adj usted actual equivalent 

availabilities. as shown on page 9 of Schedule 2. and 

the adjusted actual average net operating heat rates 

achi eved, as shown on page 16 o f Schedule 3. evidencing 

the Company's performance for the period . Gulf 

calculates a reward in t he amount of $62,632 as 

provided f or by the GPIF plan . 

Mr . Fontaine, does this conclude your testimony? 

Yes, Sir. 
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6 Q. Please state your ncme, address and occupat1on. 

1 2 7 

7 A. My name is George D. Fontaine. my business address i s 

8 One Energy Place. Pensacole , florida 32520-Q3j: c!lnd my 

9 position is Performance Test Specialist for Gulf Power 

10 Company . 

11 

12 Q. Please describe your educational and business 

13 background. 

14 A. I received my Bachelor o f Mechan ical Engineering Degree 

15 from Auburn Un.iversity in 1980. Following graduat.ion. 

16 I joined Gulf Power Company as an Associate Engineer at 

17 the Scholz Electric Generating Plant, and c!IS I 

18 previously stc!lted. my current position is Performance 

19 T~st Specialist. I am a lso a registered Profcssionc!!l 

2~ Engineer in the State o f Florida. 

21 

22 Q. Have you previously testified i n this Docket? 

23 A. Yes. I have presented testimony regarding t he 

24 Generating Performance Incentive Factor (GP!F) 

25 periodically for the past several years. 
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1 Q. What is the purpose of you-:- testimony in th1s 

2 proceeding? 

3 A. The purpose of my testimony today is to present CPIF 

4 targets for Cul f Power Company for the period o f October 1. 

5 :998 through December 31. 1998 . 

6 

7 Q. Have you pr epared an exhibit that contains in(ormation 

8 to which you will refer in your testimony? 

9 A. Yes, I have prepared an exhibit consisting of three 

10 schedules. 

ll 

12 Q. 

13 

14 .\. 

15 

16 

17 

18 

19 Q. 

20 

21 A. 

22 

23 

2 4 

25 

Was this exhibit prepared by you or under your 

direction and supervision? 

Yes, it was. 

Counsel: We ask t hat Mr. Fonta1ne·s exhibit be 

marked for identification as exhibit (GDF-2). 

Which units does Culf propose to include under the CPIF 

for the Gubject period? 

we propose that Crist Units 6 and 7, Smith Units 1 and 

2, and Daniel Units 1 tlnd 2 continue to be the 

Company's GPIF units. 
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1 Q. What are che target heac rates Gulf proposes to use 1n 

2 the GPIF for these units for the performance period 

3 October l, 1998 through December 31, 1998? 

4 A. I would like to refer you to Page 32 o f Schedule 1 of 

5 my e.xhibit where these tar.gets are listed. 

6 

7 Q. How were these proposed target heat rates de tcrn.lncti? 

8 A. In every case they were determined according to the 

9 GPIF implementation manual procedures for Gulf . 

10 Page 2 of Schedule 1 shows the target average net 

11 operating heat rate equations for the proposed GPIF 

12 units, and pages 4 through 29 of Schedule l contain t he 

13 weekl y historical data used for the statistical 

14 development of these equations. 

15 Pages 30 and 31 of Schedule 1 present the calculations 

16 which provide the unit target heat rates f r om the 

17 t arget equations. 

18 

19 Q. Were the maximum and minimum attainable heat rates for 

20 each proposed GPIF unit. i ndicated on page 32 o f 

21 Schedule 1, calculated a ccording t o t he appropr1ate 

22 GPIF implement ation manual procedures ? 

23 A. Yes. 

24 

25 

Docket No. 980001-EI Page l Wltne•• • C. 0. Fontaine 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q. 

A. 

Q. 

A. 

Q. 

A. 

{.. 

A. 

What are the proposed target, maximum a~d minimum. 

equivalent availabilities for Gulf's units? 

The target equivalent availabilities and their ranges 

are listed on page 4 of Schedule 2. 

How are these target equivalent availabilities 

determined? 

The target equivalent availabilities were determined 

according to ' he standard GPIF implementation manual 

procedures for Gulf, and are p r esented on page 2 of 

Schedule 2. 

How were the maximum and minimum attainable equivalent 

availabilities determined f or each unit? 

The r.lAXimum and minimum attainable equivalent 

availabilities. which are presented along with their 

respective target availabilities on page 4 of Schedule 

2, we·re determined per GPIP manual procedures for Gul C. 

Mr. Fontaine. has Gulf completed the GPIF minimum 

filing requirements data package? 

Yes, we have completed the requ1red data. Schedule 3 

of my exhibit contains this in fonmation. 

, 2 a ~c 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

l3 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q. 

A. 

Mr. Fontaine . would you please summarize your 

testimony? 

Yes. Gulf asks tha t the Commission accept: 

1 '2 8-D 

1. Cr ist Units 6 and 7, Smith Units 1 and 2 and Daniel 

Units 1 and 2, for i nclusion under t he GPIF for the 

period of October 1. 1998 throu~h ~~~~ber 31. 1998. 

2. The target , maximum attainable . and m1nimum 

attainable average net operating heat rates, as 

proposed by the Company and as shown on page 32 of 

Schedule 1 and also page 5 of Schedule 3 of my 

e.xhibit. 

3. The target , maximum at t a i nable , and minimum 

attainable equ~valent availabilities, as proposed 

by the company and as shown on Page 4 of Schedule 

2 and also page 5 of Schedule 3 of my exh1b1t. 

4 . The weekly average net operat ing heat rate least 

squares regression equations, shown on page 2 o f 

Schedule 1 and also pages 18 through 23 of 

Schedule 3 of my exhibit, for use in ad justing the 

six-month actual unit heat rates t o target 

conditi<..ns. 

Cocke~ No. 980001-EI Paoo s Wi~ne11 : C. D. Fon~oine 
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Mr . rontaine. does this conclude your testimony? 

Vol. sir. 

Paoe 6 Wicno•• • C. D. foncalno 
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2 

3 

4 

5 

6 Q. 

7 A . 

GULF POWER COMPANY 
Before the Flor ida Public Service Commission 

Direct Testimony of 
G. o. Fontaine 

Docket No. 980001-El 
Date of Fil ing October 12. 1998 

Please state your name. address and occupation. 

My name is George D. Fontaine, my business adat c~s is 

1 2 8-F 

8 one Energy Place. Pensacola. Florida 32520-0335. and my 

9 position is Performance Test Specialist for Gulf Power 

10 Company. 

11 

12 c. Please describe your educational and business 

13 background. 

14 A. I received my Bachelor of Mechanical Engineering Deg r e e 

15 from Auburn University in 1980. Following graduation, 

16 I joined Gulf Power Company as an Associate Engineer at 

17 the Scholz Electric Generating Plant, and as I 

18 prev iously stated, my current position is Performance 

19 Test Specialist. I am also a registered Professional 

20 Engineer in the State of Florida. 

21 

22 Q. Have you previously testified in this Docket? 

23 A. Yes. I have presented testimony regarding the 

24 Generating Per formance Incentive Fac tor IGPIF) 

25 periodically tor the past several years. 



, 2 ~- G-

l Q. v/hat is the purpose of your testimony in this 

2 proceeding? 

3 A. The purpose of my testimony today is to present GPIF 

4 "targets for Gulf Power Company for the period of January 1. 

5 1999 through December 31, 1999. 

6 

7 Q. Have you prepared an exhibit tha t c::.a~ooi•;O info~ti on 

8 to which you will refer in your testimony? 

9 A . Yes. I have p ared an exhibit consisting of three 

10 schedules. 

11 

12 Q . was this exhibit pr epared by you or under your 

13 direction and supervision? 

14 A . Yes, it was. 

15 

16 

17 

Counsel: We ask that Mr. Fontaine's exhibit be 

marked for identification as exhibit .;l~ (GDF-31. 

18 

19 Q. Which units does Gulf propose to include under the GPIF 

20 for the subject period? 

21 A. We propose that Crist Units 6 and 7, Smith Units 1 and 

22 2, and Daniel Units l and 2 continue to be the 

23 Company's OPIF units. 

24 

25 

Dockot No. 980001-EI Witness· C. D. Po nto l ne 



1 Q. l·lhat are the target heat rates Gulf p ropos e s to use in 

2 the GPIF for these units for the performance period 

3 January 1, 1999 through December 31, 1999? 

4 A . 

5 

6 

I would like to refer you to Page 32 of Schedule 1 of 

m¥ exhibit where these targets are li§ted. A change i n 

fuel at Plant Daniel is planned in H9S . Tht: i mpact of 

7 this change on the Plant Daniel heat rate ta rgets for 

8 this period cannot be projected at the time of this 

9 filing since the details of the change have not been 

10 determined . 

11 

12 Q. 

l3 A. 

How were these proposed target heat rates determined ? 

In every case they were determine rl acco r ding to the 

14 GPIF implementation manual p rocedures for Gulf. 

15 Page 2 of Schedule 1 shows the target average net 

16 operating heat rate equations for the proposed GPIF 

17 units , and pages 4 through 29 of Schedule 1 contain the 

18 weekly historical data used for the statistical 

19 development o f these equations. 

20 Pages 30 and 31 of Schedule 1 p r esent the calculations 

21 which provide the unit target heat rates from tre 

22 target equations. 

23 

24 

25 

Docket No . 980001-EI Paoe J WlLnns'" G. 0. ~·ouLnln<' 
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1 Q. 

2 

Were the waximum and min1mum attainable heat rates for 

each proposed GPIF unit, indicated on page 32 of 

3 Schedule 1. calculated according to the appropriate 

4 

5 A. 

6 

7 Q. 

8 

9 A. 

10 

11 

12 Q. 

13 

14 A. 

15 

GPIF implementation manual procedures? 

Yes. 

What are the proposed target, maximum and min1m~~. 

equivalent availabilities for Gulf's units? 

The carget equivalent availabilities and their ranges 

are listed on page 4 of Schedule 2. 

How are these target equivalent availabilities 

determined? 

The carget equivalent availabilities were determined 

according to the standard GPIF implementation manual 

16 procedures for Gulf, and are presen ted on page 2 of 

17 Schedule 2. 

18 

19 Q. How were the maximum and minimum attainable equivalent 

20 availabilities determined for each unit? 

21 A. The maximum and minimum attainable equivalent 

22 availabilities, which are present~d along wi th rheir 

23 respective target availabilities on page 4 of Schedule 

24 2, were determined per GPIF manual procedures (or Gulf. 

25 

1.2 a-.r 

Docket No. 980001-EI Witncoo : C. 0. Fontaine 



128-.J 

l Q. Mr. Fontaine, has Gulf completed the G?IF minimum 

2 filing requirements data package? 

3 A. Yes . we have completed the required data. Schedule 3 

4 of my exhibit contains this i nformation. 

5 

6 Q. Hr. Fontaine. would you please summar i ze your 

7 testimony? 

8 A. 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Yes. Gulf asks that the Commission a ccept: 

1. Cr ist Units 6 and 7 . Smith Units 1 and 2 and Daniel 

Units 1 and 2, fo r i nclusion under the GP!F for the 

period of January 1, 1999 through December 31, 1999. 

2. The target, maximum attai nable, and minimum 

attainable average net operating heat ra t es . as 

proposed by the Company and as shown on page 32 of 

Schedule 1 and a l so page 5 of Schedule 3 of my 

exhibit. 

3. The tat·get, maximum attainable. and minimum 

attainable equivalent availabilities, as propo~ed 

by the Company and as shown on Page 4 of Schedule 

2 and also page 5 of Schedule 3 of my Pxhihi~. 

4. The weekly e·1erage net operating heat rate l ees ~ 

squares regression equations , shown on page 2 o f 

Oocket No. 980001-EI Wl lnftss : C. 0. Fontft1ne 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

o. 
A. 

12s-K 

Schedule 1 and also pages 18 through 29 of 

Schedule 3 of my exhibit, for use in adjusting the 

six-month a ctual unit heat rates to target 

conditions. 

Mr. Fontaine. does this conclude your testln • ...,.,y? 

Yes. Sir. 

Docket No. 980001-EI Paoc 6 Wltnesa : C. 0 Fontasnr 
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GULf POkiER COMPANY 

Before t he florida Public Service Commission 
Direct Testimony of 

M. w. Howell 
Docket No. 980001-EI 

Date of Filing: Oct ober 12. 1998 

«• Q . Please state your name. busines.J address and O<.<.upatlon. 

7 A. t1y name is M. W. Howell. and my business addr.•ss 1s 011e 

R Energy Pl ace, Pens acola, Florida 32520. I am 

9 Transmission and System Control Manager for Gulf Power 

10 Company. 

I I 

12 Q. Have you previously testi f ied before this Commiss1on. 

13 A. Yes. I have testified in various rate case . 

14 cogeneration, territorial dispute. planning hearing, 

IS fuP.l clause adjustment. and purchased power captlci LY 

16 cost recovery dockets. 

17 

IR Q. Please summarize your educational and profess1onal 

JQ background. 

W A. I 9raduated from the University of florida in 196> w!Lh 

~~ a Bachelor of Science Degree in Electrical Engineering. 

22 r received my Masters Degree in Electrical Engineering 

23 from the University of Florida in 1967. and Lhen joined 

24 Gulf Power Company as a Distribution Engineer. I have 

2S since served as Relay Engineer. Managet of Trnnaml»aiou, 

1 2 ? 
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Manager of System Planning, Manager of Fue l and Sys t err 

2 Planning. and Transmiss ion and Sys tern Control 11anage r. 

3 My exper ience with the Company has included all areas Jf 

4 distribution operation, maintenance , and construction; 

~ transmission opera~ion. maintenance. and COJSLruction ; 

6 relaying and protection of the generation, ransmissio1, 

7 and d istribution systems; planning the gene r ativ~. 

8 transmission, and distribution systems; bul k power 

9 interchange administra tion: overall managemPnt of fuel 

10 planning and procurement; and operation of • he sysLem 

11 dispatch center . 

I} I am a member of the Engineering Comm. ttees 11nd 

13 the Operating Commi ttees of the Southeasten. Electric 

14 Reliability Council and the Florida Reliability 

15 Coordinating Council, and have served as chairman o! the 

16 Generation Subcommittee of the Edison Electric lnsLitule 

17 System Planni ng Committee. r have served tH chairman o r 

IX member of many technical commit:tees and task forces 

19 within the Southern electric sys t em. the Fl ~-ida 

20 Electric Power Coor dinating Croup, o.nd the North 

21 American Electric Reliability Council. Thes<! ht.ve dealt 

ll with a variety of technical issues including bulk power 

23 security, system operations. bulk power conL J acts. 

24 generation expansion, transmission expansion . 

25 transmission i nterconnection requlremenLs, c•nLtol 

Docket No. 980001-EI 2 Witness: M. w. Howell 
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dispatch, transmiss~on system operat ion. transient 

2 stability, underfrequency operation, generator 

3 underfrequency protection, and system production 

4 costing. 

s 

6 Q. Wh4t is the purpo~e of your testimony in th is 

1 proceeding? 

8 A. The purpose of my testimony is to support Gult lvw~r 

9 Company's projection of purchased power recoverable 

10 costs for energy purchases and sales for the period 

11 January, 1999 - December , 1999. Also, I will support 

12 the Company's projection of purchased power capacity 

rJ costs for the January, 1999 - December, 1999 recovery 

14 period. 

IS 

16 Q . Have you prepared an exhibit that contains information 

17 to which you will refer in your testimony? 

18 A. Yes. I have one exhibit to which I will refe r. This 

19 exhibit was prepared under my supervision and dir~ction. 

20 Counsel: we ask that Mr. Howell· s Exh i b1 t 

21 MWH-1 be marked for identification 

22 

23 

24 

2S 

Docket No. 980001-EI 

as Exhibit _____ (MWH-1) . 
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Q. What is Gulf's projecced purchased power recover able 

2 cost for energy purchases for the January, 1~99 -

3 December . 1999 recovery period? 

4 A. Gulf ' s projected recoverable cost for energy purchases. 

s shown on line 12 of Schedule E-1 of the fuel filing, is 

6 $10,463,260. These purchases resulr frc= ~ulf's 

7 participa tion in the coordinated operation of the 

s Southern electric system power pool . This amount is 

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

10 the fuel and purchased power cost adjus~4nt factor. 

II 

ll Q. \'/hat is Gulf ' s projected purchased power fuel cost for 

13 energy sales for the January, 1999 - December, 1999 

1~ recovery period? 

15 A. The pr oj ected fuel cost for energy sales . shown on line 

16 18 of Schedule E-1, isS 43 ,762,600. These sales also 

17 result from Gulf's participation i~ the coordinated 

18 operation of the Southern electric s ystem power poo l . 

19 This amount is used by Ms. Cranmer as an i nput in the 

20 calculation of the fuel and purchased power cost 

21 adjustment factor . 

22 

23 Q. What information is contained in your exhibit? 

24 A. My exhibit lists the power contracts that are included 

25 for capacity cost recovery. their as soc lat.ocl rnegawot.:. 

Docket No. 980001-EI 4 Witness : M. w. Howel l 
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amounts, and the resulting capacity dollar amounts. 

2 

l Q. Which power contracts produce capacity transactions that 

4 are recovered through Gulf's purchased power capaci ty 

~ co.st recovery factors? 

6 A. The two primary powe:-- contracts tho~~ o:: p:-::-nuce recoverat}le 

7 capacity transactions through Gulf's purchased power 

R capacity recovery factors are the Southern electric 

9 sy.stem' s Intercompany Interchange Contract (I IC) and 

1n Gulf's cogeneration capacity purchase contract with 

11 So lutia, Inc. (formerly Monsant o Company). The 

12 Conunission has authorized the Company to include 

13 capacity transactions under the IIC for recovery through 

14 the purchased power capacity cost recovery factors. 

IS Gul f wi ll continue to have IIC capacity Lransactions 

16 during the January , 1999 - December, 1999 recovery 

17 period. The energy transactions under this contract (or 

IR these periods are handled for cost recovery purposes 

19 through the fuel cost recovery factors. 

20 The Gulf Power/Solutia cogeneration capacity 

2 1 contract enables Gulf to purchase 19 megawattb of firm 

22 capacity from June 1, 1996 until June l, 2005. Gulf has 

2J included these costs for recovery duriny the January, 

24 1999 - December, 1999 recovery period. The &nergy 

2~ tr4nsactions under this contract have also boen approved 

Docket No. 980001-El Witness: M.. w. Howell 
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by the Commission for recovery, and these costs arc 

2 handled for cost recovery purposes through Lhe fuel ~ost 

3 recovery factors. 

4 

s Q. Are there any ocher arrangements that produce capacity 

6 tr.ansactions that are recovered through Gu 1 ( · s purchased 

7 power capacity cost recovery factors? 

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

9 companies have purchased market capacity for 1999, and 

10 these purchases will continue through 2001. Gulf wi 11 

11 have monthly costs associated with these market 

11 purchases for the January, 1999 - December. 1999 

13 recovery period . 

14 

IS Q. Has Souchern made any changes to the IIC that were used 

16 in the most recent recovery factor adjustment 

11 proceedings? 

18 A. No. However, t he Southern electric system's November 1. 

19 1997 IIC informational filing with the FERC has been 

20 updated in 1998 to reflect new capacity resource amounts 

21 for the 1999 budget cycle that are used in the liC 

22 capacity equalization calculation to determine the 

23 capacity transactions and costs for each operating 

!4 company. Those updotes ore re!loc tcd in Llw proj f-'c Lion 

25 of capacity transactions among the Southern electric 

Docket No. 980001-EI 6 ~li tness: M. w. Howell 
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system's operating companies !or the January, 1999 

2 December, 1999 recovery period. 

J 

4 Q. What are Gulf's IIC capacity transactions that are 

s projected for the January, 1999 - December. 1999 

~ recovery period? 

1 A. As shown on my exhibit MWH- 1. c apacity t ransactions 

~ under the IIC vary during each month of the recovery 

9 period. IIC capacity purchases i n the amount of 

10 $1,696,129 are projected for the period. !JC capacity 

11 sales during the same peri od are projected to be 

12 $185,449. Therefore, the Company's net capacity 

13 transactions under the IIC f o r the period are net 

14 purchases amounting to $1 . 510, 680. 

I~ 

16 Q. What is the cost of Gul f' s c apacity purchase from 

17 So1utia that is projected for the January , 1999 -

18 December, 1999 recovery period? 

19 A. As shown on my exhibit MWH-1 . Gul f is projected to pay 

20 $746, 424, or $62,202 per month . to Solutla ' or the f1rm 

21 capacity purchase made pursuant to the Commission 

22 approved contract. 

2) 

l 4 
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Q. What is the cost of Gulf s market capacity purchases 

~ that is projected for t he January. 1999 - December. 1999 

3 recovery period? 

~ A. As shown on my exhibit MWH-1 . Gulf is proj ected to pay a 

s total of $4,750,880 for the committed market capacity 

6 purchases . Capacity J.n varying amounts ":ill be 

7 purchased duri ng the months of J~nuary through December 

ft of 1999. The individual suppliers and megawatt cl"'Ounts 

9 are not shown, sinc e this is hiGhly sensitive and 

10 confidential information. Public avail-tbi lity of this 

11 information would seriously undermi ne our competitive 

12 position and cause our customers increased cost. 

13 

14 0. .,./hat are Gulf • s total projected net capacity 

IS transactions for the January, 1999 - December. 1999 

16 recovery period? 

11 A. As shown on my exhibit ~rn-1 , the net purchases under 

IR the I IC, the Solutia contract, and the committed market 

19 capacity purchases will result in a projected ne t 

20 capacity cost of $7 , 007 , 98 4. This figure is used by Ms. 

21 Cranmer as an input into the calculation of the total 

22 capacity tranoactiona to be recovered through tre 

23 purchased power capncity cost recovery factors for this 

N onnual recovery period. 

25 

Docket No. 980001- EI 8 Witness: M. W. Howell 
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Q. Does this conclude your testimony? 

1 A. Yes. 

3 

4 

s 

6 

7 

8 

9 

10 

II 

12 

13 

1·1 

IS 

If> 

17 

18 

19 

~0 

21 

22 

23 

24 

2S 
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Q.ULF PO~ER COMPANY 

Before the Florida Public Service Commission 
Direct Testimony of 

M. w. Howell 
Docket No. 980001-El 

TRANSMISSION RECONSIDERATION 
Date of Filino: October 14, 1998 

1 3 8 

6 Q. Please state your name. business addre~s anrl ~~cupation. 

7 A. My name is M. ~1. Howell, and my business address is Ouo: 

8 Energy 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 various rate case, 

14 cogeneration, territorial dispute. planning hearing, 

IS fuel clause adjustment, and purchased power capacity 

16 cost recovery dockets. 

17 

IR Q. Please summarize your educational and professional 

19 background . 

l graduated from the University of Florida in 1966 wiLh 

21 a Bachelor of Science Degree in Electrical Engineering. 

22 I received my Masters Degree tn Electrical Engineering 

23 from the University of Florida in 1967, and then joined 

24 Gulf Power Company as a Distribution Engineer. I have 

25 since served as Relay Engineer, Manager of •rransmisaion. 
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Hanager of System Planning, Hanager of Fuel and System 

2 Planning, and Transmission and System Control Manager. 

J My experience with the Company has included all areas of 

4 distribution operation. maintenance. and construction; 

5 transmission operation, maintenance, and construcLion; 

6 relaying and protection of the generation, transmission 

7 and distribution sys tems; planning the ge,.c,..ation, 

H transmission, and distribution s ystems; bulk power 

9 interchange administration; overall management of fuel 

10 planning and procurement; and operation of the system 

11 dispatch center. 

12 I am a member of the Engineering CommiLtees and 

IJ the Operating Committees of the Southeastern E!ecLric 

14 Reliability Council and the Florida Reliability 

15 Coordinating Council, and have served as chairman of the 

16 Generation Subcommittee of the Edison Electdc Institute 

17 System Planning Committee. I have served as chairman or 

IH member of many technical committees and task (orces 

19 within the Southern electric system, the Florida 

20 Electric Power Coordinating Croup, and che North 

21 American Electric Rel iability Council . These have dealt 

n with a variety of technical issues including bulk power 

2J security , system operations, bulk power contracts, 

24 generation expansion, transmission expansion. 

2~ transmission intorconnecLion reQUirements, Cf'llt.lel 

Docket No. 980001-EI 2 Witness: M. w. Howell 
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dispatch, transmission system operation. transient 

2 stability, undeLfrequency operation, generator 

3 underfrequency protection, and system producti on 

4 costing. 

s 

6 Q. Wh.at is the purpose of your testimony in this 

1 proceeding? 

8 A. The purpose of my testimony is to provide ev!dentiar; 

9 support regarding the requirement of the Federal Energy 

10 Regulatory Commission (FERCl that revenues from non- firm 

11 transmission services shall be reflected as ~ revenue 

12 credit when calculating the firm t ransmission service 

13 rates of the SOJJthern electric s ystel" (Southern) w'1ich 

14 are subject to the FERC's jurisdiction. Gulf Power is 

15 an operating company of Southern. 

ll• 

11 Q. Does the FERC require that revenue from non -firm 

IR transmission services subject to FERC jurisdiction be 

19 rP.flected as a revenue credit in the derivation of firm 

20 transmission service rates subject to FERC jurisdiction? 

21 A. Yes. The FERC included thi s requirement in both Order 

22 No. 888 and Order No. 888-A for transmission providers 

23 using annual system peak load pricing ! o r thuir 

24 transmission services. On page 304 of the FERC's Order 

25 No. 888, issued April 24 , 199 6. the FERC clearl y sta tes 

Docket NO. 980001 - EI 3 Witness: M. w. Howell 
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that as part of a mechanism to prevent over- recovery of 

1 costs • . revenue from non- firm services should 

l continue t o be reflected as a revenue credit in the 

4 derivation o f firm transmission tariff rates. · 

S This requirement was reaffirmed by the FERC in 

6 Order No. 888-A that was issued on March 4, 1997. Page 

7 247 of Order No. 888-A states that • ... L~~ Commis~ion 

8 [FERC] explained that revenue from non-firm transmission 

9 s e r vices should continue to be reflected as a revenue 

10 credit in the derivation of firm transmission service 

11 rates . The Commission (FERC) noted that the combination 

12 of allocating costs to firm point-to- poi nt s ervice and 

13 the use of a r evenue credit for non-firm transmission 

14 service will satisfy the requirements o f a conforming 

IS rate proposal enunciated in our Transmission Pricing 

16 Policy St atement. • 

17 

18 Q. Has the Southern filed its Open Access Ttonsmission 

19 Ser vice Tariff to conform to the above mention01d 

10 requirements of FERC Order No. 888 and FERC Order No. 

l l 888-A? 

22 A. Yes. All of Southern's transmission service cad fC 

23 filings, including the currently effective transmission 

24 service tariff, have complied wi lh the FERC-ordered 

25 requirements to include non - firm revenue c rediL s in Lhu 

Docket No. 980001-EI 4 Witness: M. w. Howell 
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firm transmi.ision serv ice rate derivati on . Southern's 

2 curre.ntly effecLive Open Access Transmission Tariff 1s a 

J formulary rate tariff that provides for annu~l updates 

4 o f the i nvestment, expense. load, and cost of capitdl 

5 COJIIPO!lents of the firm transmission rate calculat•I'Jn. 

6 The scheduled updates provide the occasion lor 

7 incorporating the most current non - fu u. • rAn"~•lSsion 

8 revenue credits in the determination o f firm 

9 transmission rates. At the t i me of the annual updntcs 

10 to t he input components or the formult~ry rate. the non · 

11 fi r m trt~nsmission setvice revenue credits acc umulated 

12 since t he last update are r eflected as a direct 

IJ r eduction to the transmiss ~~n O&M expense component of 

14 the firm transmission s ervice. This mechanism provides 

1$ a safeguard against over- recovery of costs that could 

16 otherwise occur due to FERC' s requi remcnt 111 Orde r 8R8 

11 that transmission charges be "unbundled· !rom economy 

18 energy sales. In fact. Southern's annual update L1ling 

19 on May 1, 1998 incorporated the required creuit for non -

20 firm t r ansmission revenues received during cal~ndar year 

21 1997 with tho result beino lower firm tranumlsslon rates 

22 !or use of Southern's (and therefore Cult 'sl 

23 transmission system from June 1. 1998 urll ll t ht' 

l~ effective date o( the noxt update. 

Docket No. 980001-EI 5 Witness: Mi. 1~. Howell 
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Q. How would you compare this FERC process oC including 

2 credit for non-firm transmission revenues in the annual 

3 updates to Southern's firm transmission rate with the 

4 requirement by the Florida Public Service Commission 

5 !FPSCl that. tran.sml ssion revenues associated with 

6 economy energy sales be credited to retail customers 

7 through the fuel adjustment clause! 

R A. In principle, the t wo mechanisms are addressing the same 

9 concern . In both cases. t he respective commissions a~ e 

10 attempting to fashion a mechanism to protect against 

II possible over-recovery of costs that might otherwise 

12 result in the short-term due to previously unanticipated 

13 revenues associated with the newly unbundled 

14 transmission charges. FERC's approach is to apply these 

IS revenues as a credit against transmission costs as part 

16 of the annual setting o f transmission rates subject to 

17 its jurisdiction. The FPSC's approach is to take these 

18 same revenues and flow them directly to retail customers 

19 through the fuel clause in order to avoid •. . . a 

~o windfall for the seller.• COrder No . PSC- 98 - 0073-FOF- EI 

21 at page 7) To the extent that Gulf or any other uti 1 i ty 

22 is required to credit the same revenues in both 

u jurisdictions, • i L will obviously be fo r ced LO 

24 credit more revenues than it receives. • (Florida Power 

2~ Corporation Motion for Reconsideration at page 51 

Docket No. 980001 - EI G Witne&s: M. W. Howell 
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Q. Is the fact that both t'te FERC and the FPSC are each 

2 trying to address the potential of over-recovery by 

3 essentially capturing the same revenues twice of any 

~ concern? 

5 A. In principle, yes. If both the PERC mechanism for 

6 addressing the concern about potential over-recovery by 

7 lowering transmission rates and the FPSC mechanism of 

8 flowing the same revenues back to customers Lhrough the 

9 fuel clause are in e f fect at the same time, the end 

10 result would be harm to the selling utility's 

II sh.areholders due to under-recovery of costs. However, 

I ' due to circumstances that have arisen recently in a 

13 docketed proceeding before the FERC involving southern's 

1 ~ Open Access Transmission Tariff, it appears that the 

15 potential that Gulf/Southern would prospectively be 

16 crediting the same revenues twice will be avoided for 

17 now. 

IR 

19 Q. ~fuat has happened that has changed Gulf's concern on 

20 t:lis issue? 

21 A. The PERC's docketed proceeding in which Southern's Open 

22 Access Transmission Tariff is under review has several 

23 intervenors who are 6eeking changes to southern's 

24 transmission rate tariff. Recently, the parties to that 

25 docketed proceeding (including the intervenors, Lh~ FERC 

Docket No. 980001-EI 7 Witness: K. w. Howe ll 
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staff and Southern) have reached agreement in principle 

2 on a settlement t hat will , if approved. result in the 

3 termination of the contes ted proceeding. Alchough the 

4 settlement agreement has not yet been reduced to writing 

s and is s t ill subject to review and approval by the 

6 Administrative Law Judge assigned to hear the case anrl 

7 the FERC itself. we believe that Lhc ::Glll~>ment ~:ill 

8 ultimatel y be approved. The net r esul t of the 

9 settlement will be that Southern's firm •open access · 

10 transmission rates will be f i xed for an undecermined 

11 amount of time. and will not be subject to annual 

!1 updates for changes in investment. cost of capital, 

13 expense or load componen ts. The settlement, if 

14 ap~roved, also means that the non-f irm revenue credits 

15 will nQt be updated annually so long as the fixed rate 

16 co.ntemplated by the settlement agreement remains in 

17 effect. 

IH 

19 Q. How should Gulf Power Company allocate transmission 

20 revenues associated wi th i ts sale of economy energy 

21 between the reta i l and wholesale ju risdi ction? 

22 A. The Company continues to believe that any transmission 

23 revenues received by the Comp~ny due to economy energy 

24 t ransactions should be credited to operat1ng revenues 

2S rather than t hrough the fuel clause. ln this fashion , 

Docket No. 980001 - EI 8 ~litness: M. w. Howell 
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the FPSC • s surveillance 1nechanism would be used to 

2 ensure that such revonues do not cause the Compculy to 

J over-earn. By crediting the revenues to operating 

4 revenues, the Company avoids the prospect of having to. 

5 in effect, give away the same revenues twice. However. 

6 given the Commission's prior decision to credit such 

7 transmission revenues through the fuel clause. and given 

R it is likely that for the foreseeable future tz.:> non-

9 firm transmission revenues received by Gulf will nQl be 

10 flowed back to the PERC jurisdiction through annual 

II updates to Southern's firm transmission rates. Gulf's 

12 only remaining concern relative to this issue involves 

13 the use of a transmission-related jurisdictional 

14 separation factor to allocate revenues between the 

IS wholesale and retail jurisdictions. This concern is 

16 addressed in the testimony of Gulf's witness S. o. 

17 Cranmer. 

18 

19 Q. Does this conclude your testimony? 

20 A. Yes. 

21 

22 

23 

25 

Docket No. 980001 -EI 9 Witness: M. W. Howell 
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DJlJ:il O . POUlt 

Plea•• •tate your naae, addr•••· occupation and .. ployer. 

My naae 1• Xaren o. Zvolak. My bu•in••• addr••• i• 702 

North Franltlin Street, Taapa, Florida 33602. My po•ition 

1• Manager - Energy Ieauee in the Regulatory Attoire 

Departaent ot Tampa Electric. 

Plea•• provide a brief outline ot your educational 

backqround and bueine•• experienc e. 

I received a Bachelor ot Arts Deqree in Mic r obiol ogy in 

1977 and a Bachelor ot Science degree in Cheaical 

!nqineering in 1985 troa the Univer•ity ot South Florida . 

I beqan ay enqineerinq career in 1986 at the Florida 

Depart.ent of Environ.ental Regulation and wae .. plo7ed a• 

a Peraittinq !nqineer in the InGuetrial Waetowater Proqraa. 

In 1990, I joined Taapa Electric Coapany a• an engineer i n 

the Rnvironaental Planning Departaent and wa• re•pon•ib!e 

tor peraitting and coapliance i••u•• relatinq to wa•tewator 

1 
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treataent and diepoaal. In 1995, I traneterred to Taapa 

Electric'• Energy Supply Oepartaent and aaeu.ed the duties 

ot the plant cheaical e ngineer at the P. J. Cannon Station. 

In 1997 I wae proaoted to Manager, Energy Ieeu~• i n the 

Electric Requlatory Affaire Departaenc. . My preaent 

reeponeibilitiea include the area• ot tue1 ad juetaent, 

capaci ty coat recovery, environmental fili ngs and rate 

dedgn . 

What i a the purpoee of your teetiaony? 

The purpoee ot ay teetiaony ie to preeant ~o the co-iaeion 

the propoeed Total Fuel end Purchaeed Power Coat Recovery 

taotora and the propoaed Capacity Coat Recovery tactora tor 

the period of January 1999 through Deceaber 1999. 

Do you wieh to eponeor an exhibit? 

Yea. EXhibit No. __ (KOZ-2) ie coaprisad ot Schedules 11-1 

tor January- December, 1996 through 1999 ,and Schedule& E-1 

through E-10 tor January 1999 - Deceabor 1999 . Also 

contained in ~is exhibit are Schedules E-2, E- 3, E-5, E-6, 

E-7, B-8 and B-9 tor the prior period April t .hrough 

Oeceaber 1998. These echedulee are turn iehed ae back-up 

tor the projected true-up tor thie period and conaiet ot 
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1 five actual montha and t our projected montha. Theae 

2 achedulea are found in Exhibit No. ~ (XOZ-2 ), Fuel 

3 Projection. 

4 

5 fuel a.pO IJirOhllt4 ronr COat Reoonrx raaton I e&paaity !:.U1 

6 Beqourx Olayu 

7 

8 Q. What ia the appropriate value of the fuel adjustment tor 

9 the new 114triod? 

10 

ll "· 
The appropriate value f or the new period is 2. 255 cent• per 

12 kwh before the normAl application o f factors that adjust 

13 for variations in line lossea. Schedule E-1 of Exhibit No. 

14 ~ (XOZ-2), Fuel Projection, ahowa the appropriate values 

15 for the Total Fuel and Purchaaed Power Coat Recovery Clause 

16 aa projected for the 114triod January through December 1999. 

17 

18 Q. 

19 

20 A. 

Plesse describe the information provided on Schedule E-lC. 

The GPIF and true-up factor& are provided on Schedule £elC. 

21 Tampa Electric has calculated a GPIP penalty of ($188,281) 

22 which ie to be included in the calculation of the Total 

23 Fuel and Purchaaed Power Coat Recovery Fuel factore. 

24 

25 Additionally B-lC indicates the net true-up amount for the 

3 
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April through Daca.llber 1998 period. The nat true-up aaount 

for thia period ia an overracovery or $5,261,113. Thia 

overrecovery ia compriaed of a final true-up overrecovery 

amount of $53, 414 f o r the october 1997 through March 1998 

period and an eatimated overrecovsry i "' the amount or 

$8, 799 ,535 for the April 1998 through Decoaber 1998 period 

leas the April through September 1998 ovarrecovery or 

$3 , 591,836 which was carried over in the true-up 

calculation durin9 the period october throu9h Dece.mber 1998 

as a result of extending the FUel and Purchased Power coat 

Recovery factors. 

Plaaae daacribe the information provided on Schedule E-10. 

Schedule E-10 present• Tampa Eleccric•s on-peak and orr

peak fuel charge faotora tor January t hrough Oecelllber 1999. 

What ie the purpose of Schedule E-lE? 

The purpoaa of Schedule E-lE is to present the standard , 

on-peak and off-peak fuel charge factors attar adjusting 

for variations in line loases. 

Have the ruol Recovery Loas Multiplier that reflect the 

variation in line-losaea boen modified? 

4 
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1 A. Yea. DocUIIIent No. 2 of Exhibit (KOZ-2) ahowa reviaed Fuel 

2 Recovery Loaa Multipliers and a revised Jurisdictional Losa 

3 MUltiplier vhich have bean a .oditied to retlect actual 1997 

4 aalea data and loaaes. Tampa Electric requests approval o t 

5 theae factors tor the calc ulation of fuel factor• 

6 applicable to each fuel group. 

7 

8 Q. Please auaaariz:e the proposed Fuel and Purchased Power Cost 

9 Recovery tactora by rate schedule for January through 

10 December 1999. 

11 

12 a. 

13 

14 

15 

16 

17 

18 

Rate Schedule 

Ave.rage Factor 

RS, GS and TS 

RST and GST 

SL-2, OL-1 and OL-3 

19 GSD, GSLD, and SBP 

20 GSOT; GSLOT 1 EV-X and SBFT 

21 

22 IS-1, IS-3 SBI-1, SBI-3 

23 IST-1, IST- 3, SBIT-1, SBIT- 3 

24 

25 

5 

Fuel Charge 

factor Cconta per kyhl 

2.255 

2.271 

3.312 (on-peax) 

1. 818 (ott-pea.l<) 

2.042 

2 .259 

J .2!U (on-puk) 

1.808 (ott-peal<) 

2. 18J 

J.l84 (on-peal<) 

1.747 (oft-peal<) 
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Hov doe11 Tawpa Electric' 11 propo11ed average tuel charge 

factor or 2.25!5 cents per kvh coapare t o the average fuel 

charge factor tor the April through Da Jamber 1998 period? 

The propoaed fuel charge factor ia . 08 ., cent11 per ltvh (or 

$0.82 per 1000 ltvh) lover than the averac;.: t uel charge. 

factor of 2.337 centa per kwh tor the April th.rougb 

Deceaber 1998 period. 

Are you alao requeating co .. iaaion approval or the 

projected Capacity Coat Recovery tactoru tor the Coapany'a 

various rate aohedulea? 

Yea . The capacity Coat Recovery tactora, prepared under wy 

direction or supervision, are provided in Exhibit No. 

(XOZ-3), capacity Coat Recovery. 

What payaenta are included in Tampa Electric's capacity 

coat recovery factor? 

Taapa Electric ia requeating recovery through the capacity 

Coat Recovery factor of capacity paywenta for pur~h~••• of 

pover :made tor retell and all requireaonta cuatowera, 

excluding optional proviaion purchaaaa tor interruptible 

cuatowera. 

6 
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Please 8\llUUI.rize the propoaed capacity Coat Recovery Clause 

factor• by rate schedule tor the January through December 

1999 period. 

Rate Schldule 

RS 

GS and TS 

OSD, EV- X 

GSLD and SBF 

IS-1, IS-3, SBI-1, SBI-3 

SL-2, OL-1 and OL-3 

capacity Coat n~~~vwry 

Factor Ccenta per kvhl 

0.206 

0.174 

0.143 

0.129 

0.012 

o. 042 

14 These factors are ahovn in Exhibit No. ~ (K0?.-3), paqe 3 

15 ot 5. 

16 

17 Q. 

18 

19 

20 A. 

Row does the proposed Capacity Coat Recovery factor compare 

to the previous year's factor? 

Previous tactora vera calculated baaed on aix-aonth pel io4a 

21 an.d the factor• fluctuated baaed on aalea between the two 

:1:1 periOCS. . Typically the •u-er factor (Apr 11 through 

23 Septeaber) reaulta in lover Capacity Coat Recovery factor• 

24 than the vinter period (OCtober through Marc h) since auaaer 

25 sales are higher. By calculating the factor on a twelve 

7 
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1 aonth batit, the capacity tactor it "levelized" ai8ilar to 

2 the Conaervation Coat Recovery tactor. 

3 

4 lytDta &ffeqti»q the rrojtotiop lilipa 

5 

6 Q . 

7 

8 

9 

10 

11 a. 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 Q . 

22 

23 a. 

24 

25 

Are there any eventt reflected in the calculation ot the 

1999 PUel and Puroheted Power end Capa city Coat Recovery 

projection• that are not reflected in the April throuqh 

Oeceaber 1998 projection• ae tiled in January 19987 

Yet. There art three. Theae are : 1) the coapletion ot a 

T-porary Bate Rate Reduction which r-ovea the related 

credit on cueto-r • a billa, 2) the eatabliahllent ot new 

coal waterborne traneportation ratea which lovare the Fuel 

and Purchaeed Power Cost Recovery !actors, and J) the 

change i n how Taapa Electric ia aervinq the Florida 

Municipal Power Agency (PKPA) vholeeale aqreeaent which has 

no ettect on the PUel and Purchased Power Coat Recovery and 

Capac ity Coat Recovery tactora. 

When doe• the Teaporary Baae Rate Reduction tactor cease? 

Startinq with the tirst billinq cycle in J anuary li~9 , 

cuatoatr billa will no lonqtr reflec t the T-porary Batt 

Rate Reduction. Tbit tactor waa eatablithed or. Stpteabtr 

8 
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25, 1996 when Taapa Electric, the Office of Public Counael 

a.nd the Florida Induatrial Power Uaera c r oup aqreed to a 

atipulation in which Ta.apa Electric agreed to reflect a $25 

million teaporary baae rate reduction aa a line-itea credit 

on cuetoaere ' billa. Thia reduction commenced October 1 , 

1997 and enda 15 aontha lute.c .;,n oecut~her J1, 1990 . The. 

actual reduction ia to be netted aqninat 1999 refunda which 

aay have otherwiae been aade pureuant to the atipulation• 

reac.hed in Docket No. 950379-EI approved in Order No. PSC-

96- 0670- S-EI, iaaued Kay 20, 1996 and in Docket No. 960409-

EI, approved in Order No. PSC-96-1300-S-EI, iaaued october 

24, 1996. 

How will Taapa Electric true-up the actual aaount refunded 

15 throuqh the Teaporary Baae Ra~• Reduc tion? 

16 

17 A . 

18 

19 

20 

Tampa Electric hae calculated the aaae Rate Reduction to 

be refunded in each upcominq period bAaed on projected 

revenue• for that period. In keopinq with tha approved 

etipulation, Tampa Electric propoeee to true-up the a.ount 

21 actually refunded at the next available true-up filinq in 

22 1999 and requeate that recovery of any differential aaount 

2J be collected or refunded in the January throuqh Deceabar 

24 2000 period . 

25 

9 
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Please describe the second avant you identified above. 

Tampa Electric's currant coal transportation contract with 

TECO Transport will expire Deceaber 31, 1998. Ta111pa 

Electric has negotiated a new coutcacL 'lith TECO Tran•port 

in vbich nav ratae have bean established vhich vill be 

attectiva January 1, 1999 through Decaaber 31, 2003. 

Rov vill the nev transportation ratae i111pact Ta.111pa Electric 

cuatoiDera? 

The new contract establishes waterborne transportation 

rates which are lower than those contained in the previous 

contract. Taapa Electric has eeti111ated the savings vill be 

approxiaately $3 aillion in transportation coats during 

1999 due to this new contract pricing. 

How does ths nev tra:naportation contract pricing co111pare to 

the benchaark analyaia ot rail transportation as provided 

in Exhibit RB-1, tiled with the co .. 1aa1on in June ot 1998? 

Benchaark data tor rail transportation aubllitted by Taapa 

Elect .. ic witne"• Rod Burkhardt tor the June projection 

filing (Exhibit RB-1), demonstrated that Taapa Elect.ric •a 

transportation coats vera eiqniticantly lower than those 

10 
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reported by the utilitiea included in the benchaark 

analyaia. Becauae TUipa Electric ' s new contract. with TECO 

Tranaport wi l l reduce tranapor t a tion coata, the new 

contract pricinq will also be wall below the cbarqea 

reported in the benchmark data. 

Pleaae describe the third event you identit'ied a bove. 

Since the January 1998 tilin9 ~at ~~ojected the Fuel and 

Purabaaed Power Cost Recovery and capacity Cost Recovery 

factors that are in a t' tact throuqh Decaabar 1998, Taapa 

Electric has chanqed how it is ••rvinq the PHPA whole•al6 

aqreuant by purahaainq resources r r oa thi rd parties. The 

purchases began Karch 1, 1998 and by April 28, 1998, the 

total purchaaea aqu.aled the sale to PHPA. 

How are these purchases and the PHPA sale ret'lectad in the 

calculation ot the Fuel and Purchased Power coat Recovery 

and capacity coat Recovery factors tor the period January 

1999 throuqb Deceabar 1999? 

These transaction• do not affect the cost recovery factor 

in any way. The anerqy associated with the PKPA sale, 

shown in Schedule £6, equals the enarqy purchased troa 

third parties •• shown in Schedule £7 . In other words, the 

11 
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1 enerqy aold equal• the enerqy purc haaed and n o coa~a are 

~ borne by Taapa Electric c uatoaera. 

3 

4 Q. What ia the coapoaite effect of the a bove chanqea on a 

5 1 , 000 kwh reaidential cuatoaar7 

6 

7 &, A reaidential bill for 1, ooo kwh will increaae. $0 . 63 

8 beqinninq January 1999. See table below. 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

'l'ype of Cbarge 

cuatoaer 

Enerqy 

Conservation 

Environmental 

FUel 

Capacity 

Subtotal 

Temporary Baae Rate 

Reduction 

FOR Tax 

Total 

Apr. .. tbru 

o.o. II 

$ 8.50 

43 . 42 

1.65 

0.33 

23.54 

l.....§.ll 

79.34: 

(1.30) 

.L..Il2 

s 80.02 

12 

Jan " tbru 

Dtp. II 

$ 8.50 

43.42 

1. 651 

0 . 29 

22.71 

~ 

78.63 

o.oo 

~ 

$ 80.65 
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Please explain the $0.63 per 1000 kwh increase in the 

typical residential bill. 

The discontinuation ot the Taapora.ry Base Rate Reduction 

5 Factor increased the bill by $1.30 per 1, 000 kwh. Despite 

6 this increase, Taapa Electric vee •~le to ach i eve lover 

7 co~ined coat recovery c lause reductions ot $0.b~ par 1,000 

8 kwh eo that overall residential cuatoaere incurred only a 

9 $0.63 per 1000 kwh ~ncreaae. 

10 

11 Q. 

12 

13 A. 

14 

15 

16 Q. 

17 

18 A. 

19 

:..0 

When should the nev rates go into ettect ? 

The nev rates should go into ettect concurrent wlth the 

tirat billing cycle in January 1999. 

Does this conclude your teatiaony? 

Yea it does. 

13 
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B~PORK ~ FLORIDA PUBLIC S&RVIC~ COMMISSION 

PRKPARZD DIUCT T&STDCON'I 

OP 

OIOROR A. IBSILOWSKY 

Will you please s 'tace your name, business address. and 

7 employer? 

8 

9 A. My name is George A. Keselowsky and my business address 1s 

10 Pose Office Box 111 , Tampa, Florida 33601. I am employed 

11 by Tampa Electric Company. 

12 

13 Q. Please furnish us wit:h a brief outline o ( your educational 

14 background and business experience. 

15 

16 A. I graduaced in 1972 from the Universi ty of South Florida 

17 wit:h a Bachelor of Science Degree in Mechanical 

18 Engineering. I have been employed by Tampa El ect ric 

19 Company in various engi neering positions since that time. 

20 My current: position is that of Senior Consulting Engineer 

' 1 · Energy Supply Engineering. 

22 

23 o. What a re your current responsibilit:!es? 

24 

25 A. I am rPaponeible t or testing and r!'lporting uni:: 

1 



1 

2 

3 

4 Q. 

5 

6 A. 

7 

8 

9 

10 

11 Q. 

12 

13 

14 A . 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

1 6 1 

performance, and the compilation and reporting o! 

generation sta tis tics. 

Wbat is the purpose of your testimony? 

My testimony presents Tampa Electric Company's methodol~y 

f or determdning the various factors reqw l red to r~npute the 

Generating Performance ~ncentive Factor IGPIFI as ordered 

by this Commission. 

Have you prepared an exhibit showing the various element s 

of the derivation of Tampa Electric Company ' s GPIF formula? 

Yes, I have prepared, under my direction and ~upe rvision, 

an exhibit entitled •Tampa Electric Comp1ny. Generating 

Perfo~nce Incentive Factor• Octobe~ 1998 December 1998, 

consis ting of 

October 5. 1998. 

35 pages filed with the CommJssion on 

(Have identified as Exhib i t GAK · 21 . The 

da ta prepared within th!s exhibit is consistent with the 

GPIF Imp lementation Manual previously approved by this 

Commiss ion. 

2 
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Which generating units on Tampa Electric Company's system 

are included i n the determination of your GPIF? 

Six of our coal·fired units are included . These are: 

Gannon Stat ion Onits 5 and 6; and Big Bend St ation Un~t s 1. 

2, 3, and 4 . 

Will you describe how Tampa Electric Company evolved the 

various factors associated with the GPIF as ordered by this 

Commission? 

Yes. First, the two factors to be used, as s et l orth by 

the Commission Staff, are unit availability and station 

heat rate. 

Please continue . 

A target was established for equivalent availability for 

each unit considered f or this period. Heat rate targets 

were also establ ished for each unit. A range of potential 

i mprovement and degradation was determined for each o f 

these parameters. 

3 
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1 o. Would you describe how the target values for unit 

2 availability were determined? 

3 

4 A . Yee I l>'ill. The Planned Outage Facto r I POFl and the 

5 Equivalent Unplanned OUtage Factor (EUOFl were subtracted 

6 from lOOt to 1eterndne the target equivalent availability. 

7 The factors for each of the G unitR 1ncluded withln the 

8 GPIF are shown oo page 5 of my exhibit . P~~ exampl ~ . the 

9 projected EUOP for Big Bend Unit Two is 14.6t. The Planned 

10 OUcage Factor for chis same unit duri ng this period i s 0 \ . 

11 Therefore, the target equivalent availabil ity for this unit 

12 equals: 

13 

14 100\ . ( (14 . 6\ • 0\ l l • 85.4\ 

15 

16 This is shown on page 4. column 3 o! my exh.bit. 

17 

18 o. 
19 

20 

21 A. 

22 

23 

2 4 

25 

Row was the potential for unit av~ilability improvement 

determined? 

Maxtmum equivalent availability is arrived at using the 

following f ormula. 
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Equivalent Availability Maximum 

EAP MAX • lOOt · (0.8 CEUOP1 ) • 0 . 95 (POF1 ll 

The fac tors included i n the above equa tions are the u~e 

factors ~t determine target equivalent ava ilabi li ty. To 

a ttain the maximum incent {ve ,~.~oints. a 20\' reduction 1 n 

Forced Outage and Maintenance Outage Factors (EUOFJ . plus 

a St reduction i n the Planned Outage Factor CPOFl will be 

necessary. Cont inuing with our example on Big Bend Unit 

Two: 

EAF IIAK - lOOt - ( 0 . 8 ( 14 . 6t) • 0. 9 5 ( Ot ) J • 8 8. 3 t 

This is shown on page 4, colUIM 4 of my uxhi bit. 

How was the potential for unit ava ilability degradation 

determined? 

The potent ial for unit avai lability degradation is 

significantly greater than is the potential for unit 

availability improvement. This concept was discussed 

extensively and approved in earlier hearings bc!orc this 

Commission. Tampa Electric Company • s approach to 

incorporating this skewed effect into the unit availability 

tables is t o use a potential degradation range equal to 

5 
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1 Twice t:he pot:ent:ial improvement:. Consequent:ly. ml.nl.mum 

2 equivalent availability is arrived at via t:he following formula: 

3 

4 Eguivale nt AyailaLility Minimum 

5 EAF "1 ~ ·100t · [1. 4 CEUOF,) + 1.10 CPOF.J] 

6 

7 Aga in , continuing with our example of Big Bend Unit Two. 

8 

9 EAF "'" • lOOt • [ 1 . 4 ( 14 . 6t) + l. 1 ( Ot) ] • 79. 6t 

10 

11 Equivalent: availability MAX and MlN f or the ot:her five units is 

12 computed in a similar manner. 

13 

14 Q . How do you arrive at the Planned OUtage, Maintenance OUtage 

15 and Forced Outage Factors? 

16 

17 A. 

18 

Our planned outages for this period are shown on page 19 of 

my exhibit. A Critical Path Method cc.~ .M .J for each ma jor 

19 planned outage which affects GPIF is included in my 

20 exhibit. For example, Big Bend Unit 4 is scheduled for a 

21 annual maintenance outage November 7 to November 27, 1998. 

22 There are 504 planned out:age hours scheduled, and a total 

23 o f 2209 hours during this 3 month period . Consequently, 

24 the Planned Outage Factor for Unit 4 at Big Bend is 

25 
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504 /2209 x 100' or 22.8, . This ractor 1s shown on pages S 

and 16 of my exhibit. Big Bend Unit 1 has a planned out age 

factor or 27 0 4' 0 Big Bend Units 2 and 3 have planned 

outage ractors of zero, as does Gannon Unit 6. Gannc.t. Unit 

5 has a planned oc:age factor of 15.2,. 

How did you arrive at the Forced Outage u~d Ma i ntenar_e 

Outage Factors on each unit? 

Graphs of both or these factors !ad justed for planned 

outages) vs. time are prepared. Both monthly data and 12 

mon_h moving average data are recorded. For each unit the 

most current, June 1998, 12 month ending value was used as 

a basis for the projection. This value was adJusted up or 

down by analyzing trends and causes f or recent forced and 

maintenance outages. All proJected factors are based upon 

historical unit performance, engineenng J Udgment, tJ.me 

since l ast planned outage, and equipment per!ormance 

resulting in a forced or mai ntenance outage. These target 

factors are additive and result in a BUOF of 18.6' for 

Gannon Unit Five. The Equi valent Unplanned Outage Factor 

CEUOF) tor Gannon Unit Five is verified by the data shown • 
on page 13, 1 ines 3, 5, 10 and 11 or my exhibit and 

calculated using the formula: 

7 
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1 BUOP • IFOH + 2 FOH + MQH • EMQH l x 100 

2 Pe r iod Hours 

3 or 

4 EUOP • 1362 + 4 91 x 1 00 • 18.6\ 

5 22Cl9 

6 Relative co Gannon Unit Five, the EUOF of 15.2\ forms the 

7 basis of our Equivalent: Ava1l~biliry carget development aP 

8 shown on sheets 4 and 5 of my exhibi t . 

9 

10 Q , 

ll 

12 

l3 A. 

14 

15 

Please continue wich your review of che remaining u:->it:s. 

Big Bend Unit One 

The projected EUOF for this unit. is 12. 3't during this 

per iod. This unit will have a planned outage chis period 

and che Planned Outage Paccor is 27.4\. This results in a 

16 carget equivalent availabil ity o f 60 .3\ !or the period. 

17 

18 Big Bend Unit TwO 

19 The projected BUOP for this unit is 14.6t. This unit will 

20 not have a planned outage during this per iod and the 

21 Planned Oucage Factor is Ot. The refore, the carget 

22 equivalent: availability for this unit is 85.4t. 

23 

24 

25 

8 



1 6 8 

1 Big Bend Unit Tbree 

2 The projected BUOP for this unit is 18.1\. This unit will 

3 not have a planned out age this period and the Planned 

4 OUtage Pact or is Ot . Therefore , the target equivalent 

5 availability for this unit is 81.9\. 

6 

7 Big Bena Unit Pour 

8 The projected BUOF tor this unit 1- 7.6\. This unit will 

9 have a planned outage during this perivd ~nct l ne Planned 

10 Outage factor is 22.8\. This resu lts in a target 

11 equivalent availability of 69.6t for the period. 

12 

13 Gannon Unit Fiye 

14 The projected BUOF for this unit is 18.6\. This unit will 

15 have a planned outage during this period a nd the Planned 

16 OUtage Factor is 1.5.:2\. 'Jherefore, the target equivalent 

17 availability for t .his uni t is 66.2\. 

18 

19 Gannon Unit Six 

20 The projected BUOP for this unit is 17.4\. This unit will 

21 not have a: planned outage during this period and the 

22 Planned OUtage Factor is Ot. Therefore, the target 

23 equivalent availability for this unit is 82.6\. 

24 

25 

9 
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As you graph and monit.or Forced and Ma i.tt.enance Outage 

Fa ct.ors, why are they adjusted for planned outage hours? 

This ad just:ment makes t.hese fact.ors more accurace and 

comparable. Obviously, a unit. in a planned oucage P~age or 

r eserve shur.down stage will not incur a forced o: 

maintenance outage. Since our units are usually base 

loaded, reserve shutdown is generally not a factor. To 

demonstr ate the effects of a planned outage, noce the EUOR 

and BUOF for Gannon Unit Five on page 13. During t.he 

months of November. and December, EUOF and EUOR are equal. 

This is due to the fact t hat 

scheduled during these months. 

no planned outages are 

During the month of 

October, BUOR exceeds EUOF. The reason for th~s difference 

is the scheduling of a planned outage. The adjusted 

factors apply to the period hours after planned outage 

hours have been extr acted. 

Does this mean tha 't both race and factor data are used i n 

ca1culat.ed data? 

Yes it does. Rat.es provide a proper and accurat.e method of 

arriving at. t.he unit paramet.ers. These are chen converted 

t.o fact.ors since t.hey are directly additive. That is , t.he 

Forced OUtage Factor + Maintenance Outage Factor • Planned 

1 0 
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Outage Fac tor • Equivalent Availab1l1ty • : OO \ . SJ.nce 

factors a=e additive, they are easier to work with and to 

unde rst and . 

Has Tampa Electric Company prepared the necessary heat r3te 

data required for the determination oC the Gt.:neratlng 

Performance Incentive Factor? 

Yes. Tar get heat rates as well as ranges o! potential 

ope rat i on have been developed as required. 

How we r e these targets determined? 

Net heat rate data for the three most recent swrmer 

periods, along with the PROMOO rv program, formed the basis 

of our target developme.nt. Projections of un1t performance 

were made with the aid o! PROMOO IV. The historical data 

and the target values are analyzed to assure applicability 

to current conditions of operation. This pro~:des 

assurance that: nny periods of abnormal operations, or 

equipment modifications having material effect on heat rate 

can be t aken into consideration. 

ll 
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Have you developed the heat rate targets 1n accordance Wlth 

GPIF guidelines? 

4 A. Yea. 

5 

6 o. 
7 

8 

9 A. 

10 

ll 

12 

13 

14 

15 o. 
16 

17 

18 A . 

19 

20 

21 

22 

23 

24 

25 

Row were the ranges of heaL r .. ~:e 1mp1 ~·•ement an:! heat rate 1 

degradation dete~ned? 

The ranges were determined t hr ough analys1s of hlstorical 

net heat rate and net output factor data. Th i s 1s the same 

data from which t he net heat rate va. net output factor 

curves have been developed for each unit. 'rhis information 

is shown on pages 27 through 32 of my exhibit. 

Would you elaborate on the analysis used in the 

de:ermination of the ranges? 

The net heat rate vs. net output factor curves are the results 

of a first order curve fit to historical data. The standard 

error of the estimate of this data was determined, and a factor 

was applied to produce a band or potential inprovement and 

degradation. Both the curve fit and the standard error of the 

est..iJiate were perfomed by catp.Jtar program tor each uniL. These 

curvet~ are a.ltlo u.eed in post period adjusorents to actual heat 

rates to acCOJnt for unanticipated changes in unit dispatch. 

12 
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can you summarize your heat rate projection for the October 

1998 t hrough December 1998 period? 

Yes. The heat rate target for Big Bend Uni t 1 is 10,311 

Btu/Net kwh. The range about this value, t o allow fo~ 

potential improvement or degradation, is 1J~J Btu/Nel kwh. 

The heat rate target for Big Bend Unit 2 is 10,311 Btu/ Net 

kwh with a range of ~363 Btu/Net kwh . The heat rate target 

for Big Bend Unit 3 is 10,051 Btu/Net kwh, with a range or 

~387 Btu/Net kwh . The heat rate target for Big Bend Unit 

4 is 9,945 Btu/Net kwh with a range of :t 243 Btu/Net kwh. 

The heat rate target for Gannon Unit 5 is 10,242 Btu/Net 

kwh with a range of :t519 Btu/Net kwh . The heat rate target 

for Gannon Unit 6 is 10,453 Btu/Net kwh with a range o r 

:t380 Btu/Net k~h. A zone of tolerance of :t75 Btu/Net kwh 

is included within the range for each target . This is 

shown on page 4, a nd pages 7 t hro ugh 12 of my exhibit. 

Do you feel that the heat rate targets and ranges in your 

projection meet the criteria of the GPIF and the philosophy 

of this Commission? 

Yes I do. 

1 3 
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Atter determining !the t arget values and ranges for average 

net operating heat rate and equivalent availability. what 

is the next step in t he GPIF? 

The nex t step is to calculate the savi ngs and we ightlng 

factor to be used for bolh average net operating heat r~~~ 

and equivalent availability. This is a h">wn on pag es 7 

thr ough 12. Our PROMOD IV coat simulation model was used 

to calculat;e the total system fuel cost H all uni ts 

operated at targec heat rate and target a vailability for 

the period. Thi s c otal system fuel cost of $56 ,823,100 is 

shown on page 6 column 2. 

The PROMOD IV oucput was then used to calculate total 

system fuel cost with each unit ind i v iduall t operating at 

maximum improvemen t in equivalent availabilJty and each 

station opera ting at maximum improvement in average net 

operating heat rate. The respective savings are shown on 

page 6 column 4. Af ter all the indi v idua l savings are 

calculated, column 4 is totaled: $2,610,500 reflects the 

savings if all units operated at m~ximurn improvement. A 

weighting f actor fo r e a ch parameter is t hen calculated by 

dividing individual s avi ngs by the total . For Big Bend 

Unit Two, the wei ghting factor f or e quivalen t ava il a bilit y 

is 6 . 4 8\- as shown in the right hand column on page 6. 

14 
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Pages 7 thru 12 show the point table. the Fue l 

Savings/ (Loss ), and the equivalent avaLability or heat 

rate value. The indi vidual we~ghting factor is also ~hown . 

Por example, on Big Bend Unit Two, page 10 , 1! t:he unn. 

operates at 88. 3t equi valent availabil! ty. f uel sav1ngs 

would equal $169,200 and 10 equivalent availability points 

would be a warded. 

The Generating Pertormance Inc~ntive Factor Reward/~enalty 

Table on page 2 ia a swrrnary of the table& on pages 7 

t hrough 12. The lett hand column ot this document shows 

the incentive points for Tampa Electric Company. The 

center column shows the tota l fuel savings and is the same 

amount as shown on page 6, column 4, $2,610,500. The r1ght 

hand column o f page 2 is the estimated reward or penalty 

based upon performance. 

How were the maximum allowed incentive dollars determined? 

Referring to my exhibit on page 3, 1 ine 5. the esumated 

avo rage comnon equity for the period October 1998 

December 1998 is shown to be $1,192 , 0 6 0 ,7 50. This produces 

the maximum allowed jurisdictional incentive dollars of 

$1,205,569 shown on line 12. 

15 
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Is there any other constraint set fort h by this Commiss ion 

regarding the magnitude of incentive dolla rs? 

Yes. Incentive dol lars are not to exceed f i fty percent of 

fuel savings. Page 2 of my exhibit demonstrates that this 

constraint is met. 

Do you wi sh to summarize your t estimony on the GPIF? 

Yes. To the best of my knowledge and understanding, Tampa 

Electric Company has fully complied with the Commi ssion's 

directions, philosophy, and methodology i n our 

determination of Generating Performance Incentive Factor . 

The GPIF f or Tampa Electric Company is expressed by the 

following formula tor calculating Generatin3 Performance 

Incenti ve Points (GPIPl: 

GPIP • 0.0417 EAPCIIIS . 0 .0613 EAP..,.0 

... 0 . 067 3 BAP111 • 0 . 06 46 EAP ltl 

+ 0.0909 EJ\PIIJ + 0.041 6 EA P1114 

+ 0 . 0881 HRP~ • 0. 1176 HRP016 

+ 0.08 5 4 HRPu1 + 0.1165 HRP 111 

+ 0 . 1414 HRPIIJ • 0 . 0834 HRP"4 

Whe r e: 

GPIP • Generating performance i ncentive points. 

16 
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1 EAP • Equivalent availability points awarded/deducted for 

2 Units 5 and 6 at Gannon and Units 1, 2, 3 and 4 at 

3 Big Bend. 

4 HRP • Average net heat rate pointe awarded/dP.ducted f or 

5 

6 

7 

8 Q. 

9 

10 

11 A. 

Unite ~ and 6 at Gannon and Units 1, 2, 3 and 4 at 

Big Bend. 

Have you prepared a document summar1zing the GPIF targets 

for the October 1998 · December 1 998 period? 

Yes. The availability and heat rate targets for each unit 

12 are listed on attachment "A" to this testimony entitled 

13 ' Tampa Electric Company GPIF Targets. October 1. 1998 

14 • December 31, 1998 " . 

15 

16 Q. Do you wish to sponsor an exhibit con:ist1ng o! estlmated 

17 unit performance data supporting the !uel adjustment? 

18 

19 A. 

20 

21 Q. 

22 

23 A. 

Yes I do. (Have i dentified as Exhibit GAK-3 ) . 

Briefly describe this exhibit. 

This e:xhi.bit calSiats of 23 pages. This data is Ta!rpa Electric 

24 Chrpmy•s estinate of the Unh Performance Data and Unit OUtage 

25 Data for the October 1998 - Dececrt>er 1998 period. 

17 
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Does chis conc lude your testimony ? 

Yes. 

18 
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IIBJ'ORE TJm rt.OlUDA PtnSL:IC SERV:ICE COHM:ISSION 

PRBPAJUm DIRECT TESTIMONY 

OP 

GBOR.GB A . ltBSBLOtfSltY 

Will you please state your uame, buainess aodress. and 

employer? 

My name is George A. Keselowsl<:y and my business address is 

Post Office Box 111, Tampa, Florida 33601. I am employed 

by Tampa Electric C~npany. 

Please furnish us with a brief outline of your educational 

background and business experience. 

I graduated in 1972 from the University of South Florida 

with a Bachelor of Science Degree in Mechanical 

Engineering. I have been employed by Tampa Electric 

Company in various engineering positions since that time . 

My current position is that of Senior Consulting Engineer 

- B.nergy Supply Engineering. 

What are your current responsibilities ? 

I am responsible for testing and reporting unit 

1 
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performance. and the compilation and rep.Jrting of 

generation statistics . 

What: is the purpose of your testimony? 

My testimony presents Tampa Electric Company' s methodology 

for determining the various factors required to compute the 

Generating Performance Incentive Factor (GPI.F) as ordered 

by this Cotmlission. 

Have you prepared an exhibit: showing the various elements 

of the derivation of Tampa Electric Company's GPIF formu la? 

Yes, I have prepar ed, under my direct ion and nupervision, 

an exhibit entitled "Tampa Electric Company, Generating 

Performance Incentive Factor• January 1999 · December 1999, 

consisting of 35 pages filed with the Commission on 

Oct:.ober 5, 1998. !:Have identified as Exllibit GAK·2) . The 

data prepared within this exhibit is consiatent with the 

GPIF Implementation Manual previously approved by this 

Commission. 
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Which generating units on Tampa Electric Company's s ystem 

are included in the determination of your GPIF? 

Six of our coal-fired units are included. These are: 

Gannon Station Units 5 and 6; and Big Bend Stat ion Un its 1, 

2, 3, and.; . 

Will you describe how Tampa Electric Company evol ved the 

various factors associated with the GPIF as ordered by this 

Cotm~ission? 

Yes. First, the two factors to be used, as set forth by 

the Commission Stat t, are unit availability and station 

heat rate. 

Please continue. 

A target was established for equivalent availabiliLy for 

each unit considered for this period . Heat: rate targets 

were also established ! o r each uni t . A range of potent ial 

improvement and degradation was determined for each of 

these parameters. 
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Would you describe how the target values for un1t 

availability were determined? 

Yes I will. The Planned OUtage Factor (POl' ) and the 

Equivalent Unplanned OUtage Factor (£UOF) were subtracted 

from lOOt to determine the target equivalent availab ~Jlty. 

The factors for each of the & units ! nr.luden ~l thin the 

GPIF are shown on page 5 of my exhibit. For example, the 

projected EUOF for Big Bend Unit Two is l4.0t. The Planned 

Outage Factor for this same unit during this period is 

3. at. Therefore, the target equivalent avail ability for 

this unit equals: 

lOOt · I ( 14. Ot • 3 . Bt l I • 82.2\ 

This is shown on page 4, column 3 of my exhibit. 

How was the potential !or unit availability improvement 

determined? 

Maximum equivalent availability 1s arrived at using the 

following f ormula. 
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Equivalent Ayail ability Maximum 

EAF IIAx • lOOt ·(0 . 8 (EUOF1 ) ~ 0.95 CPOF1 )) 

The fActors inclu~ed in tne ~bove equations are the same 

factor s t hat determdne target equivalen t availability . To 

attain the maximum incentive poin ts, a 20t reduction i n 

For ced Outa ge and Ma intenance Outage Factors !EUOF) , plus 

a 5 t reduction in the Planned Outage Factor !POrl will be 

necessary . Cont i n uing with our example on Ri q Bend Unit 

Two : 

EAF IIAX - l OOt . [0 . 8 (14.0\) • 0.95 (3.8\ ) 1 - 85.2t 

This is shown on page 4, column 4 of my exhibit. 

How was the pot ential for unit availability degradation 

determined? 

The potential for unit availability degr~~ation is 

significantly greater than is the potential for unit 

availability improvement. This concept was discussed 

extensively and approved in earlier hearings before this 

Commission . Tampa Electric Company's approach to 

incorporating this skewed effect int o the unit availability 

tables is to use a potential degradation range equal to 

5 
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l Tv ice the potent ial ~mprovement. Conocqucn~ 1 y. muumum 

2 equivalent availability is arrived at via the !ol low1n~ formula: 

3 

4 Ecwivalent Availabil i t y Mini mum 

5 EAF ttl•· • l.OOt • tl. 4 (EUOF-) • 1.10 (POP- ) I 

6 

7 Again, continuing wi th our example of B1g Be.:-1 Unlt '!'<40. 

8 

9 EAF " '" • l.OOt • [1. 4 (14 .0\) • 1.1 (3.8)) • 76.2 \ 

10 

11 Equivalent availability MAX and MlN for the other five units is 

12 computed in a similar manner. 

13 

14 o. 

1.5 

16 

17 A. 

18 

19 

20 

21 

22 

23 

24 

25 

How do you arrive at the Planned Outage, ~~lntenance Outage 

and Forced Outage Factors? 

Our planned outages for this period aLe shown on page 19 o f 

my exhibit. A Critical Path Method (C.P.M.) for each maJo r 

planned outage which affects CPIF 16 i ncluded in my 

exhibit. Per example, Big Bend Unit 3 is scheduled for a 

planned outage February 20 to April 2, 1999. There art 

1.008 planned outage hours scheduled f or Lhe 1999 period, 

and a total of 8760 hours during this 12 month peri od . 

Consequently, the Planned Outage FacLor Cor UniL 3 at Big 
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Bend is 1008/ 8760 x lOOt or 11.5\. Thls ! act:or is shown or. 

pages 5 and 17 of my exhibit. Big Bend Unit 4 has a 

planned outage factor of 5.8\. Big Bend Units 1 and 2 have 

planned outage factors of 3.8\. Gannon Units 5 and 6 have 

planned outage factors of 5.8t and 13.4\ respPctively. 

How did you arrive at the Fo==cJ uuL~oe and Main·~nance 

OUtage Factors on each unit? 

Graphs of both o f these factors (adjusted for planned 

outages) vs. time are prepared. Both monthly data and 12 

month moving average data are recorded. For each unit the 

most current, June 1998 . 12 month ending value was used as 

a basis for the projection. This value was adju3ted up or 

down by analyzing t:.rends and causes for rece.1t forced and 

maintenance outages. All projected factors are based upon 

historical uni t performance. engineering judgment. time 

since last planned outage, ano equipment per(ormance 

result ing in a forced or maintenance outage. ·rhese target 

factors are additive and result in a EUOF of 16 .0\ for Big 

Bend Unit Three. The Equivalent Unplanned Outage Factor 

IEUOFl f or Big Bend Unit Three is verified by the data 

shown on page 17, lines 3, 5, 10 and 11 o f my exhibit 3nd 

ca lculat ed using t he formula: 
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EUOF • !FOH + EFOH + MOH + EMQH!. x 100 

Period Hours 

or 

EUOF • !953 + 449! x 100 • 16.0\ 

8760 
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Relative to Big Bend Unit Three, the EUOF of 16 .0 t fonns 

the basis of our Equivalent Availabill.Li nn·ge:t development 

as shown on sheets 4 and 5 of my exhibit. 

Please continue wi th your review of the remaining unito. 

Big Bend unit One 

The projected EUOF for this unit is 16. •a during this 

period . This unit will have a planned outage this period 

and the Planned OUtage Factor is 3 .8\. This results in a 

target equivalent availability or 79.8\ for the period. 

Big Bend Unit Two 

The projected EUOF for this unit is 14 .0\. This unit will 

have a planned outage duri ng th1s period and the Planned 

Outage Factor is 3.8 \. Therefore, the target equivalent 

availability for this unit is 82.2\. 

8 
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1 Big Bend Unit Three 

2 The projected BUOF for this uni t is 16.0\. This unit will 

3 have a planned ou t age this period and the Planned Outage 

4 Factor is 11 . 5'". Therefore. t.he t.arget equivalent 

5 availability for this unit is 72.5\. 

6 

7 Big Bend Unit Pour 

8 The projected EUOP for this unit is 9 . ~'· Thi ~ unit will 

9 have a planned outage during this period and the Planned 

10 Outage Factor is 5.8\ . This results in a target equivalen: 

11 availability of 85.0\ for the period. 

12 

13 Gannon Unit Piye 

14 The projected BUOP for this unit is 20.6\. This unit will 

15 have a planned outage duri ng this period and the Planned 

16 Outage Factor is 5.8\. Therefore. the target equivalen t 

17 availability for this unit is 73.6\. 

18 

19 Gannon Unit Siz 

20 The projected BUOF for th is unit is 15 .1\. This unit wi l l 

21 have a planned outage during this period and the Planned 

22 Outage Factor is 13. 4\. Therefore, the target equivalent 

23 availability for this unit is 71 . 5\. 

24 

25 
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Would you summarize your testimony regarding Equivalent 

Availability Factor (EAF) ? 

Yes I will. Please note on page 5 that the GPIF system 

weighted Equivalent Availability Factor ! ~F) equals 76. 9\. 

This target compares very favorably t o previous GPIF 

periods and is in fact, better than t wo of the three past 

periods when compared on a common planned outage factor 

basis. 

As you graph and monitor Forced and M.. i nrPnance Outage 

Factors, why are they adjusted for p l anned ou tage hours ? 

This adjustment makes these fac t ors mor e accurate and 

comparable. Obviously, a unit in a planned outage stage or 

reserve shutdown stage wi ll not incur a forced or 

maint enance outage. SincE! our units are usually base 

loaded, reserve shutdown is genera l ly not a factor. To 

demonstrate the etf:e cts of a pl anned outage , note the EUOR 

and EUOP for Gannon Unit Six on page 14 . Duri ng the months 

ot January through March, and June through December, BUOF 

and BUOR ·are equal . This is due t o the fact that no 

planned outages are scheduled during these months. During 

the months of April and May, EUOR exceeds £UOF. The reason 

for this d ifterenc~ is t he schedul i ng of a planned outage. 
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The adjusted factors apply to t he period hours af te r 

planned outage hours have been extracted. 

Does this mean that both rate and factor data are used i n 

calculated data? 

Yes it does. Rates provide a proper and accurate method of 

arriving at the unit parameterR. TheRA are then conver~ed 

to factors since they are directl y additi ve. 7hdL i s, t he 

Forced OUtage Factor • Ma intenance Outage Factor • Planned 

Outage Factor + Equivalent Availability • 100\ . Since 

factors are additive, they are easier co work with and t o 

understand. 

Has Tampa Electric Company prepar ed the necessary heat rate 

data required for the determination of the Genera ti ng 

Performance Incentive Factor? 

Yes. Target heat races as well as r anges oc potential 

operation have been developed as requir ed. 

How were these targets determi ned? 

Net heat rate data f or t he three most recent summer 

periods, along wi th the PROMOD IV program, formed the basis 

ll 
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oC our target development . Pr ojections of unit performance 

woro made ~iLh the aid of PROMOD IV. The hi5torlcal data 

•wd LhO target values are analyzed to assure applicability 

1.0 current conditions o! operation. This provides 

IIIIIJUrance that any periods of abnormal operations. or 

oquipmont modifications havi ng material effect on heat rate 

can bo taken into consideration . 

lltiVO you developed the heat rate t argets in accordance with 

QPIP guidelines? 

12 11. . Ytll . 

13 

14. o. 
15 

1 6 

17 A . 

18 

19 

20 

21 

22 

2 3 

2 4 

25 

11ow wore the ranges of heat rate improvement and heat rate 

dtgra~ation determined? 

'l'h~ ranges were det ermined through analysis of historical 

noL hont rate and net output factor data. This l.S the same 

daLO trom ~hich the net heat rate vs. net output factor 

ourvoo have been developed for each uni t. This information 

Jt1 uhown on pages 27 t hrough 32 of my exh ibit . 
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Would you elaborate on the analysis used in the 

determination of the ranges? 

The net heat rate vs. net output factor curves are the results 

of a first order curve fit: to hist:orical clat:a. The standard 

error of t:he estimate of this data was deterrrUned, and a factor 

was applied t:o produce a band of potential i.rrprovement and 

degradation. Both the curve tiL ;u-..:l l..tu:: standard error r' the 

est:lsrar.e were pe:rfamoed by CO'Iplter !Jrogrcml for each unit. These 

curves are also used in post period adjusorents to act.ual heat 

rates r.o account for uoanticipat.ed changes in unit dispatch. 

Can you summarize your heat rate projection for the 1999 

period? 

Yes. The hear. rate target for Big Bend Unit: 1 is 10,230 

Btu/Net k1o1h. The range about this value, to allow for 

potential improvement or degradation . is ~353 Btu/Net kwh. 

The heat rate target for Big Bend Unit 2 is 10, 247 Btu/Net 

kwh with a range of ~363 Btu/Net kwh. The heat race t:arget: 

for Big Bend Unit: 3 is 9,992 Btu/ Ne t: kwh, wit:h a range of 

:387 Btu/Net kwh . The heat rate t arget for Big Bend Unit 

4 is 9 , 938 Btu/Net kwh wit:h a ra~ge of 12 43 Btu/Net kwh. 

The hear. rate target for Gannon Unit 5 is 10,150 Btu/Net 

kwh with a range of t519 Bt:u/Ner. kwh. The heat rate t:arget 
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for Gannon Unit 6 is 10, 401 Btu/Net kwh with a rangt of 

~380 Btu/Net kwh. A zone of tolerance of ,75 Btu/Net kwh 

is included within the range for each target. This is 

shown on page 4 , and pages 7 through 12 of my e xhibit. 

Do you feel that t~e heat rate targets and ranges in your 

projection meet the criteria of the GPIF and the philosophy 

of this Commission? 

Yes I do . 

After determining the target values and ranges for average 

net operating heat rate ana equivalent ava11abil~ty, what 

is the next step in the GPIF? 

The next step is to calculate the savings and we ighting 

factor to be used for both average net operating heat r a te 

and equivalent availability. This is shown on pages 7 

through 12. Our PROMOO IV coat simulation model was used 

to calculate the total system fuel cost if all units 

operated at target heat rate and target availability for 

the period. This total system fuel coat of $366,186 ,700 is 

shown on page 6 column 2. 

The PROMOO IV output was then used to calculate total 
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system fuel cost ~ith each unit indiv idually opera tt ng at 

maximum improvement in equivalent ava ilabihly and each 

station operating at maximum improvement .tn average net 

operating heat race. The respective savings are shown on 

page 6 colUilUl 4 . A.fter all the ind.tv.tdual sav1ngs are 

calculated, column 4 is totaled: $13,646,800 re! lec~ ~ the 

savings if all units operated 1\t ::'." x imum impro·.ement. A 

weighting tactor for each parameter is then calculated by 

dividing individual savings by the t ota l . For Big Bend 

Unit Two, the weighting factor for equivalent availabil ity 

is 6. 4 Ot as shown in the right hand colUilUl on page 6. 

Pages 7 thru 12 show the poi nt tab~ e . the Fuel 

Savings/ (Loss), and the equivalent availability or heat 

rate value. The individual weighting facto r is also shown. 

For example, on Big Bend Unit Two , page 10. it the unit 

operates at. 85.2\ equiva lent ava ilabilit.y, fuel savings 

would equal $873,400 and 10 equivalent availabi lity points 

would be awarded. 

The Generating Performance Incentive Factor Reward/Penalty 

Table on page 2 is a summary of the t ables on pages 7 

through 12. The lett hand colUilUl of this document shows 

the incentive points for Tampa Electric Company . 

center column shows th~ r.otal fuel savings and i s the same 

amount as shown on page 6, colUilUl 4, $13,646,800. The 
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r ight hand column of page 2 is the estimated reward or 

penalty based upon performance. 

How were the maximum allowed 1ncentive dollars determi ned? 

Referring tc my exhibit on page 3. line 14, the est1mar~d 

average common equity for thP roriod January 1999 

December 1999 is shown to be $1,237,459,154. This produces 

the maximum allowed jurisdictional incentive dollars of 

$4 , 959, 159 shown on line 21. 

Is there any other constraint set fo:th by tlis Comm1sS1on 

regarding the magnitude of incentive dollars ? 

Yes. Incentive dollars are not to exceed fifty per cent of 

fuel savings. Page 2 of my exhibit demonstrates that this 

constrai nt is met. 

Do you wish to sunmarize your testimony on the GPIF? 

Yes. To the best of my knowledge and understanding, Tampa 

Electric Company has fully complied with the Commission 's 

directions, philosophy, and methodology in ~ur 

determination of Generating Performance Incentive Factor. 

The GPIF for Tampa Electri c Company is expressed by t he 
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following t'orrnula fo r calculating Generating Perto rrnance 

Incentive Points IGPIP) : 

GPIP • 

Whe r e: 

GPIP • 

EAP • 

0.04 5 4 EAPCIOS + 0 . 0683 EAP"'~ 

+ 0 . 0719 EAP111 + 0 . 064 0 EAP112 

+ 0. 0 829 EAPul + 0.0432 EAP1" 

+ 0.088 4 HRP~ + o.u919 HRPCIO~ 

+ 0. 1 068 HRP111 + 0 . 1112 HRP 112 

+ 0.1222 HRP113 + 0 . 0978 HRP114 

Generating performance incentive points. 

Equivalent availabi l ity points a warded/deducted for 

Units 5 a nd 6 at Gannon and Units 1, 2 . 3 and 4 at 

Big Bend. 

HRP • Average net heat rate points a warded/ deducted f o r 

Units 5 and 6 at Gannon and Un i ts l , 2 . 3 and 4 at 

Big Be nd. 

!!ave you prepa red a document summarizing the GPIF targets 

for the January 1999 · December 1999 period? 

Yes. The availability and heat rate targets for each unit 

are l i s t ed on attachm.ent • A • to this testimony entitled 

•Tampa Electric Company GPlF Targets. January 1, 1999 

• December 31, \999". 
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Do you wisla to sponsor an exhibit cons1st1ng o f o::stimated 

unit pertormance da t a supporting the !uel au)ustment? 

Yes 1 do. (Have identified as Exhibit GAY · 3l. 

Brie fly d~acribe this exhibit. 

'!his exhibit consists of 23 pages . nus data 1s Tanpa Electn' 

catpany• s esti!Mte of the Unit Performance Data and Un1t Outage 

Data for t.hc January 1999 • Deceroer 1999 period. 

Does this conclude your testimony? 

Yes . 
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DOCKET NO. 980001-EI 
TAK~A ELECTRIC COMPANY 
SUBMITTED FOR fiLI NG 06/23/98 

1 9 6 
BEFORE THE FLORIDA PODLIC SERVICE COMMISSION 

PREPARED DIRECT TESTIMONY 

OP 

ROD BOR~HARDT 

Please state your name, address and v~cupacion. 

My name is Rod Burkhardt. My mailing address is P.O. Box 

111, Tampa, florida 33601, and my business address is 694•1 

u.s . Highway 41 North ,Apollo Beach, florida 33572. I am 

Manager, fuels in the Energy Supply Department of Tampa 

Electric Company . 

Mr. Burkhardt, please furnish a brief outline o! your 

educational background and business experience. 

I graduated from the University Florida in July, 1977 with 

a Bachelor of Science degree in Chemistry. I began my 

career with Tampa Electric company in July 1977 as a 

chemist i~ the Production Department. Between 1977 and 

1986, I held various technical and supervisory positions in 

che Central Testing Lab. In 1986, I became Supervisor-

Budgets for Tampa Electric Company and in 1990 assumed tho 

position o! Manager-Central Testing Lab. In 1994 I joined 

the fuels Department as Manager-Tr~B~fttl!l~ion. af¥1t,ft1anning 
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a nd was named t o my curr ent position as Hanaqer , Fuels i n 

1995. 

Will you describe some of t he responsibilities of your 

pr esent position? 

As Manager, Fuels , I am responsible for cho planning, 

pr ocurement, deli v·ery, inventory control, and price 

forecasting o f the company's fuel requirement s . 

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 affilia~ed coal 

and coal transportation transactions compared to the 

benchmark prices calculated in accordance with Order No. 

20298 (coal transportation) and Order No. PSC-93-044 3-FOF

EI ( ''Or der No. 93- 0443'') (coal). I conclude tha: the 1997 

pricoa paid by Tampa Electric to its affiliates TECO 

Transport ~nd Trade and Gatliff Coal are reasonable and 

prudent. 

Have you prepared an exhibit which you sponsor in this 

proceeding? 
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Yes. Exhibit No. (R.B-1) titled "Exhibit oC R0<1 Burlthardt ", 

consisting or 2 documents, was prepared under my direction 

a nd supervioion. 

APPILIATEP COAL AND COAL TRANSPORTATION PRICES 

Were Tampa Electric's actual a!Ciliated coal transportat ion 

prices Cor 1997 at or below the transporto: I on benc:..mark? 

Yes, they were. This is reelected i n Document No . l or my 

exhibit . 

Were Tampa Electric's actual 1997 affiliated coal prices at 

or below the benchmark as established in Order No. 93- 0443? 

Yes, they were. This is reflec t ed in Document llo . 2 of my 

exhibit. 

Please summarize your testimony. 

My testimony j ustifies the prices paid for coal and coal 

transportation by Tampa Electric Coopany in 1997 to its 

affiliated suppliers, Gatliff Coal and TECO Transport. I 

demonstrate that the average prices tor the year 1997 for 

all coal and coal waterborne transportation sorvicos woro 
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at or below the appropr i ate benchmark calculation:. as 

directed by Order No. 20298 and Order No . 93 - 044 3 ot thi a 

Commission. Therefore, Tampa Electr ic should recover its 

payments tor coal and coal transportation gade durin9 1997 . 

Does t hia concl••de your testimony? 

Yeo, i t does. 
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1 COJDU88IOJrD CLU.Itl And Staff recommends 

2 that the issues in the 001 docket, the stipulated 

3 issues, be approved? 

4 

5 

6 

7 

MS. PAUOBI We do. 

COXK%88IOWBR CLARKI Is thoro a motion? 

COJDU88IOJIID OARCIAI I move that. 

COMMI88IOIID JAC088 1 I second. 

200 

8 COMXI88IOWD CLARKI Without objection, the 

9 issues as stipulated i n Docket 980001 will ~ 

10 approved. 

11 (Whereupon ot.her dockets were discussed. ) 

12 * •••• 

13 COKMI88IOHD CLAJI.II Anythin9 further to 

14 come before tbe commission? 

15 KR. ltoWBI~'l'ERI I ' d like to malco a statement 

16 for the record, if I may. 

COKMI88IOND CLARK: Yes, Hr. McWhirter. 17 

18 KR. ltcWBill'l'ZRI This is t .he tirst proceedin9 

19 in which the commission has moved from semiannual to 

20 annual proceedin9. And when you first considered this 

21 prospect, our f irm expressed some serious concern 

22 about judicial duo process because of tho limited 

23 period of time in which massive amounts of information 

2 4 would have to be analyzed and dealt with. 

25 The collections that you're approvin9 today 
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1 are tor prospective periods that will be trued up. 

2 The due process issue comes out like this: We tirst 

3 saw the testimony and exhibits filed by 12 separate 

4 utilities the first weak in October. It entails 

5 analyzing that information; not only the intormation 

6 that is contained in the filings, but also the 

7 inLormation that may have been omitted from the 

8 filings. 

9 To understand that, to deal wit.h it 

10 effectively it requires expert participation. 

201 

11 Utilities have numerous experts that are pre.senting 

12 their testimony. consumer advocates have to locate 

13 and employ an expert. The export has to have time to 

14 consider what's in the record and what has been 

15 omitted from the record. And t .hen under you·r 

16 discovery rules, it wo pose requests tor production 

17 and interrogatories, tho utilities have 30 days in 

18 which t o respond. 

19 I would suggest to you huably that in order 

20 to do any even piec emeal analysis in order to 

~ 1 determine what the real issues in the case are, it 

22 would take 30 days or so. That puts us in the tirst 

23 week of November, and when you have the hearings the 

24 third week ot November immediately before the 

25 Thanksgivi ng holidays, I would suggest to you that we 

FLORIDA PUBLIC SERVICE COMMISSION 
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1 can ' t be expected to do a reasonable case in order t o 

2 p resent meaningful facts to you in a meaningful way. 

3 I don ' t suggest that the Commission was 

4 wrong in moving to an annual proceeding. I thin~ 

5 probAbly it'l opp~opriate at this time because of the 

6 tact that prices are not nearly so volatile as t hey 

7 were when those cost recovery proceedings were 

8 i nstituted initially. 

9 But what I would also suggest to you is that 

10 since these rates are prospective and since we've got 

11 a yea.r to live with them, that the Commission give a 

12 friendly eye to discovery that has -- may be filea 

13 subsequent to today•s proceeding in which we may wish 

14 to plumb certain transactions such a s affiliated 

15 transactions in which a utility buys product from ita 

16 siste.r companies. 

17 As you ~ow, much of the information that's 

18 tiled in these cases i s under the umbrella ot secrecy 

19 because they ' re tearful in a competitive environment 

20 the utilities' intormotion will ~ mi•u•ed, and as a 

.1 consequonce, wo don ' t have the information there. 

22 So we would l~e to have you give us your 

23 pledge, it you would, that when we come in during the 

24 cou.rse ot this year to maybe further investigate some 

25 ot these circumstances and explore thalli, t hat the 
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1 commisaion not take the attitude that the decision was 

2 made today, it is now chiseled in atone, and it's too 

3 late to engage discovery. 

4 KR. WILLIS• Before you go do something that 

5 is just thrown here on the table at the last •inute, I 

6 think that you should -- if any such action is taken 

7 by Kr . McWhirter, you should take it into ac•count 

8 after responsea have been filed by the companies that 

9 a r e involved a.nd to ta~e a reasoned decision r ather 

10 than giving -- making statements ott the cuff here in 

11 response to something that has just bePn presented 

12 here for the first time. 

13 I think that with respect to the procedu~es 

14 followed here that the planned workshops at the 

15 beginning of next year to further diacuas how we can 

16 make the procedures more meaningful and easy tor all 

17 concerned -- and that is one of the things t 'hat 

18 Hr. McWhirter could discuss at that time and can be 

19 resolved later by the Commission if no agreement is 

20 made among the parties after full discussion. 

21 CO~SSIOHBR CL'RKI Well, Mr. McWhirter, it 

22 appears as if we still haven't deterained ex4ctly what 

23 our procedures are going to be going to a yearly 

24 activity. And as I understand what Mr. Willis just 

25 said, we'll be having a workshop on how we should 
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1 proceed in these cases ; is that correct, Staff? 

2 MS . PAUGH& That ' s correct . Those were 

3 I s sues 7 a nd 7A, as I recall . 

4 COJOUBBI OMD CLUK I It sounds lik.e we ' re 

5 going to be looking at it. 

6 &. MolniiR'l'BJU Well , I think -- I certainly 

7 welcome the opportunity to participate i n a workshop 

a that ' s designed t o make the procedure more meaningful. 

9 But I ' m not talking about procedural 111attors., I 1 11 

10 talking about substanti ve matters; and ~11 I s uggest 

11 to you is it we are -- when we seek discovery on 

12 substantive issues that were dealt with in this case, 

13 that the Commission determine now that it will not 

14 summarily dismiss our opportunity to inquire further, 

15 since this is an open docket. 

16 COHXIBBIONER CLAJUt& I don ' t think. that's a 

17 decision we have to make now. I was going to say, 

18 well, who is t he prohearing officer, but I seam to 

19 recall it's me . (Laughter) 

20 It seems to me that if and when you make 

21 that request, it would be appropriate to hear our 

22 arguments on the pros and cons ot doing that, and I 

23 can tell you if it comes l Jfora the prehearing 

24 officer - - I don't know if it will be me -- I ' ll have 

25 an open mind. 
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1 I think we're embarking on a different 

2 strategy tor these things, and I think we wero 

3 concerned at the timo about the notion of giving 

4 enough time to review information and prepar·e for 

205 

5 hearing. So we ' ll take it up at the time yo·u feel the 

6 need to exercise that . 

7 KR. JloWBIP.TI!RI Well, I understand from what 

8 you've said that your previous prehearinq order does 

9 not preempt continuing discovery in this matter. 

10 KR. WILLISI I don't think she made any such 

11 decision. That 's not before her. 

12 COMKXSSIOWBR CLARKI Mr. McWhirter, I'm not 

1 3 prepared to say yea or nay on that. 

14 COJIXXSSIOWBR ~COBSI It's an open docket. 

15 That ' s about it. 

16 JIB. PAOGB 1 These aro open ongoinq dockets 

17 at all times . Discovery can be had at all times. We 

18 close the docket down from one year, and at the same 

19 time open up the next one. So there is no reason why 

20 you ~an•t commence discovery i n this docket tomorrow 

2 1 if you so desire. 

22 IOl. llolfBIRTIIJlJ Thank you very much. 

23 COIIJIXSSIOHBR CLARKI Okay. Anything alae wo 

24 have to take up at this time? 

25 JIB. PAOGB I Not from Staff. 
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1 COXIli88IOlfl!Jl CLARJts Well, thank you all tor 

2 your hard work on thie case. And I wish you all a 

3 happy Thanksgiving. 

4 (Thereupon, the hearing concluded 

5 at 11:30 a.m.) 

6 -----
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1 STATE OF FLORIDA) 
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DO HEREBY CERTIFY that the Hearing in Docket 

5 No. 980001-EI was hearO by the Florida Public Servic£ 
Commiaaion At the time And plACO herein et~ted; it is 
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the said proceadinqs; that the saaa has bean 

8 t ra.nscribad under ay d~rect supervision; and that this 
transcript, consisting of 206 pages, constitutes a 

9 true transcription of my notes of said proceedings and 
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10 of tbe witnesses. 

11 
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