
BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

DOCKET NO. 1 10001-E1 
clause with generating performance incentive 
factor. DATED: October 10,201 1 

COMMISSION STAFF'S PREHEARING STATEMENT 

Pursuant to Order No. PSC-I 1-0383-PCO-EI, filed September 12, 201 1, the Staff of the 
Florida Public Service Commission files its Prehearing Statement. 
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Hedging Activities Audit (Gulf) 

Hedging Activities Audit (TECO) 

Issue 
lA, 1B 

2A, 2B 

4A, 4B 

5A, 5B 

Audit Report - PEF Hedging Activities, 12 Months ended 
July 31,201 1 

History of Testimony, Kathy L. Welch 

KLW-2 Audit Report - FPL Hedging Activities, 12 Months ended 
July 3 1, 201 1 

DDB-I 

Tomer TK- 1 
Kopelovich 

Audit Report - Gulf Hedging Activities, 12 Months ended 
July31,2011 

Audit Report - TECO Hedging Activities, 12 Months ended 
July31,2011 
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C. Staffs Statement of Basic Position 

Staffs positions are preliminary and based on materials filed by the parties and on 
discovery. The preliminary positions are offered to assist the parties in preparing for the hearing. 
Staffs final positions will be based upon all the evidence in the record and may differ from the 
preliminary positions stated herein. 

d. 

I. FUEL ISSUES 

Progress Energy Florida, Inc. 

Staffs Position on the Issues 

ISSUE 1A: Should the Commission approve as prudent, PEF’s actions to mitigate the 
volatility of natural gas, residual oil, and purchased power prices, as reported in 
PEF’s April 201 1 and August 201 1 hedging reports? 

POSITION: Yes.  PEF’s actions to mitigate the price volatility of natural gas, residual oil and 
purchased power prices were reasonable and prudent. 

Should the Commission approve PEF’s 2012 Risk Management Plan? ISSUE 1B: 

POSITION: Yes. PEF’s 2012 Risk Management Plan is consistent with the Hedging 
Guidelines. 

Florida Power & Light Company 

ISSUE 2A: Should the Commission approve as prudent, FPL’s actions to mitigate the 
volatility of natural gas, residual oil, and purchased power prices, as reported in 
FPL’s April 201 1 and August 201 1 hedging reports? 

POSITION: Yes. FPL’s actions to mitigate the price volatility of natural gas, residual oil and 
purchased power prices were reasonable and prudent. 

Should the Commission approve FPL’s 2012 Risk Management Plan? ISSUE 2B: 

POSITION: Yes.  FPL’s 2012 Risk Management Plan is consistent with the Hedging 
Guidelines. 

What are the appropriate projected jurisdictional fuel savings associated with 
West County Energy Center Unit 3 (WCEC-3) for the period January 2012 
through December 2012? 

POSITION: No position at this time 

ISSUE 2D: Should FPL’s proposal to develop time-of-use fuel factors based on seasonally 
differentiated marginal fuel cost be approved? 

ISSUE 2C: 
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POSITION: No position at this time. 

Florida Public Utilities Company 

ISSUE3A: Is it appropriate for FPUC to include unbilled fuel revenues in its fuel factor 
calculations for the Northwest and Northeast Divisions? 

POSITION: Yes. It is appropriate for FPUC to include unbilled fuel revenues in its fuel factor 
calculations for the Northwest and Northeast Divisions. 

Is FPUC's proposed method to allocate demand costs to the rate classes 
appropriate? 

POSITION: No position at this time. 

Gulf Power Company 

ISSUE 4A: 

ISSUE 3B: 

Should the Commission approve as prudent, Gulfs actions to mitigate the 
volatility of natural gas, residual oil, and purchased power prices, as reported in 
Gulfs April 201 1 and August 201 1 hedging reports? 

POSITION: Yes. Gulfs actions to mitigate the price volatility of natural gas, residual oil and 
purchased power prices were reasonable and prudent. 

Should the Commission approve Gulfs 2012 Risk Management Plan? ISSUE 48: 

POSITION: Yes. Gulfs 2012 Risk Management Plan is consistent with the Hedging 
Guidelines. 

Was Gulf Power Company prudent in commencing and continuing litigation 
against Coalsales 11, LLC for breach of contract? 

ISSUE 4C: 

POSITION: Yes. Commission staff has conducted continuing discovery and an audit 
regarding the litigation between Gulf Power Company Coalsales 11, LLC for a 
breach of contract for coal sales. Commission staff believes it is prudent for a 
utility to commence and continue litigation for breach of contract to the benefit of 
ratepayers. Accordingly, staff recommends that it is appropriate to include the 
costs of litigation in the fuel and purchased power cost recovery clause. Those 
costs are as shown in Table 4-C below: 



COMMISSION STAFF’S PREHEARING STATEMENT 

PAGE 4 
DOCKET NO. 1 1000 1 -E1 

Table 4-C 

Tampa Electric Company 

ISSUE 5A: Should the Commission approve as prudent, TECO’s actions to mitigate the 
volatility of natural gas, residual oil, and purchased power prices, as reported in 
TECO’s April 201 1 and August 201 1 hedging reports? 

POSITION: Yes. TECO’s actions to mitigate the price volatility of natural gas. residual oil 
and purchased power prices were reasonable and prudent. 

Should the Commission approve TECO’s 2012 Risk Management Plan? ISSUE 5B: 

POSITION: Yes. TECO’s 2012 Risk Management Plan is consistent with the Hedging 
Guidelines. 

GENERIC FUEL ADJUSTMENT ISSUES 

ISSUE 6: What are the appropriate actual benchmark levels for calendar year 201 1 for gains 
on non-separated wholesale energy sales eligible for a shareholder incentive? 

POSITION: The appropriate actual benchmark levels for calendar year 201 1 for gains on non- 
separated wholesale energy sales eligible for a shareholder incentive should be as 
follows: 

FPL: $10,707,967 
Gulf $1,004,362 
PEF: $1,138,637 



COMMISSION STAFF’S PREHEARING STATEMENT 
DOCKETNO. 110001-E1 
PAGE 5 

ISSUE 7: 

TECO: $2,719,531 

What are the appropriate estimated benchmark levels for calendar year 2012 for 
gains on non-separated wholesale energy sales eligible for a shareholder 
incentive? 

POSITION: The appropriate estimated benchmark levels for calendar year 2012 for gains on 
non-separated wholesale energy sales eligible for a shareholder incentive should 
be as follows: 

FPL: $6,763,028 
Gulf: $868,270 
PEF: $905,703 
TECO: $2,482,588 

ISSUE 8: What are the appropriate fuel adjustment true-up amounts for the period January 
2010 through December 2010? 

POSITION: The appropriate fuel adjustment true-up amounts for the period of January 2010 
through December 2010 are: 

FPL: No position at this time. 
FPUC Northwest Division: $885,786 over-recovery. 
FPUC Northeast Division: $856,166 over-recovery. 
Gulf No position at this time. 
PEF: No position at this time. 
TECO: No position at this time. 

What are the appropriate fuel adjustment actuaUestimated true-up amounts for the 
period January 201 1 through December 201 l ?  

POSITION: The appropriate fuel adjustment actuallestimated true-up amounts for the period 
January 201 1 through December 201 1 are: 

ISSUE 9: 

FPL: No position at this time. 
FPUC Northwest Division: $682,002 over-recovery 
FPUC Northeast Division: $2,292,856 over-recovery 
Gulf No position at this time. 
PEF: No position at this time. 
TECO: No position at this time. 

ISSUE 10: What are the appropriate total fuel adjustment true-up amounts to be 
collectedrefunded from January 2012 to December 2012? 

POSITION: The appropriate total fuel adjustment true-up amounts to he collected/refunded 
from January 2012 to December 2012 are: 
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FPL: No position at this time. 
FPUC Northwest Division: $1,567,788 over-recovery 
FPUC Northeast Division: $3,149,022 over-recovery 
Gulf: No position at this time. 
PEF: No position at this time. 
TECO: No position at this time. 

What are the appropriate projected total fuel and purchased power cost recovery 
amounts for the period January 2012 through December 2012? 

POSITION: The appropriate projected total fuel and purchased power cost recovery amounts 
for the period January 2012 through December 2012 are: 

FPL: No position at this time. 
FPUC Northwest Division: $34,443,981 
FPUC Northeast Division: $40,276,293 
Gulf: No position at this time. 
PEF: No position at this time. 
TECO: No position at this time. 

ISSUE 11: 

COMPANY-SPECIFIC GENERATING PERFORMANCE INCENTIVE FACTOR 
ISSUES 

Progress Energy Florida, Inc. 

No company-specific issues for Progress Energy Florida, Inc. have been identified at this time. 
If such issues are identified, they shall be numbered 12A, 12B, 12C, and so forth, as appropriate. 

Florida Power & Light Company 

No company-specific issues for Florida Power & Light Company have been identified at this 
time. If such issues are identified, they shall be numbered 13A, 13B, 13'2, and so forth, as 
appropriate. 

Gulf Power Company 

No company-specific issues for Gulf Power Company have been identified at this time. If such 
issues are identified, they shall be numbered 14A, 14B, 14C, and so forth, as appropriate. 
Tampa Electric Company 

ISSUE 15A: Should Tampa Electric's GPIF targets and ranges for 201 1 be re-established, 
based on the corrected revised testimony and exhibit of Tampa Electric's witness 
Brian Buckley filed in this docket on April 11, 201 l ?  
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POSITION: Yes. Tampa Electric's GPIF targets and ranges for 201 1 should be re-established, 
based on the corrected revised testimony and exhibit of Tampa Electric's witness 
Brian Buckley filed in this docket on April 1 1,201 1. 

GENERIC GENERATING PERFORMANCE INCENTIVE FACTOR ISSUES 

ISSUE 16: What is the appropriate generation performance incentive factor (GPIF) reward or 
penalty for performance achieved during the period January 2010 through 
December 2010 for each investor-owned electric utility subject to the GPIF? 

POSITION: The appropriate generation performance incentive factor (GPIF) reward or 
penalty for performance achieved during the period January 20 10 through 
December 2010 for each investor-owned electric utility subject to the GPIF 
should be as follows: 

FPL: 
Gulf: 
PEF: 
TECO: 

A reward in the amount of $6,571,449. 
A reward in the amount of $6453 1 1 reward. 
A penalty in the amount of $2,980,090. 
A reward in the amount of $2,054,696. 

ISSUE 17: What should the GPIF targetdranges be for the period January 2012 through 
December 2012 for each investor-owned electric utility subject to the GPIF? 

POSITION: The GPIF targetdranges for the period January 2012 through December 2012 for 
each investor-owned electric utility subject to the GPIF should be as follows: 

FPL: The GPIF targets and ranges should be as shown in Table 17-1 below: 
Gulf: The GPIF targets and ranges should be as shown in Table 17-2 below: 
PEF: The GPIF targets and ranges should be as shown in Table 17-3 below: 
TECO: The GPIF targets and ranges should be as shown in Table 17-4 below: 

lable 17-1 
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Table 17-2 

Table 17-3 



COMMISSION STAFF’S PREHEARING STATEMENT 
DOCKETNO. 110001-E1 
PAGE 9 

12.41% 10,272 

12.03% 10,614 
Bend 2 

Bend3 I 
Big I 11.77% I 10.549 

7,248 
I 1 

Bayside I 6.73% 7,3 16 
2 

GPIF System 75.81% 
Table 17-4 

FUEL FACTOR CALCULATION ISSUES 

ISSUE 18: What are the appropriate projected net fuel and purchased power cost recovery 
and Generating Performance Incentive amounts to be included in the recovery 
factor for the period January 2012 through December 2012? 

POSITION: The appropriate projected net fuel and purchased power cost recovery and 
Generating Performance Incentive amounts to be included in the recovery factor 
for the period January 2012 through December 2012 should be as follows: 
FPL: No Position at this time. 
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FPUC: No Position at this time. 
Gulf: No Position at this time. 
PEF: No Position at this time. 
TECO: No Position at this time 

What is the appropriate revenue tax factor to be applied in calculating each 
investor-owned electric utility’s levelized fuel factor for the projection period 
January 20 12 through December 201 2? 

POSITION: The appropriate revenue tax factor to be applied in calculating each investor- 
owned electric utility’s levelized fuel factor for the projection period January 
2012 through December 2012 is: 

FPL: 1,00072 
FPUC Northwest Division: 1.00072 
FPUC Northeast Division: 1.00072 
Gulf: 1.00072 
PEF: 1,00072 
TECO: 1.00072 

ISSUE 19: 

ISSUE 20: What are the appropriate levelized fuel cost recovery factors for the period 
January 2012 through December 2012? 

POSITION: The appropriate levelized fuel cost recovery factors for the period January 2012 
through December 2012 are: 

FPL: 
FPUC Northwest Division: 6.544 cents/kWh. 
FPUC Northeast Division: 5.961 centskwh. 
Gulf: No position at this time. 
PEF: No position at this time. 
TEC0:No position at this time. 

What are the appropriate fuel recovery line loss multipliers to be used in 
calculating the fuel cost recovery factors charged to each rate classidelivery 
voltage level class? 

POSITION: The appropriate fuel recovery line loss multipliers to be used in calculating the 
fuel cost recovery factors charged to each rate class/delivery voltage level class 
should be as follows: 

FPL: The appropriate fuel recovery line loss multipliers to be used in 
calculating the fuel cost recovery factors charged to each rate class/delivery 
voltage level class should as shown in Table 21-1 below: 

No position at this time. 

ISSUE 21: 
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Gulf: The appropriate fuel recovery line loss multipliers to be used in 
calculating the fuel cost recovery factors charged to each rate class/delivery 
voltage level class should as shown in Table 21-2 below: 

PEF: The appropriate fuel recovery line loss multipliers to be used in 
calculating the fuel cost recovery factors charged to each rate class/delivery 
voltage level class should as shown in Table 21-3 below: 

TECO: The appropriate fuel recovery line loss multipliers to be used in 
calculating the fuel cost recovery factors charged to each rate clasddelivery 
voltage level class should as shown in Table 21-4 below: 

A 

1,00233 
additional 

kWh 
1.00233 

A-1 * 
B 
C 
D 
E 

1.00233 
1.00233 
1.00225 
1.00107 
0.98972 
0.95828 

Weighted Average 16% on-Peak and 84% off-peak 
‘able 2 I .I 

GSTOU, OSIII, SRS(11 I I 
LP, LPT, SBS( 

PX, PXT, RTP, SI 
ncrtrr 

(1) Includes SBS customers 

\ - I  _ _  
2) 0.98890061 
3S(3) 0.98062822 

v u  1 I 11 1.00529485 
with a contract demand in the ranee of 100 to 499 KW 

i (2) Includes SBS customers with a contract demand in the rani, of 500 to 7,499 KW 
(3) Includes SBS customers with a contract demand over 7,499 KW. I 

I I 
‘Table 21-2 
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Table21-3 

Table 21-4 

ISSUE 22: What are the appropriate fuel cost recovery factors for each rate class/delivery 
voltage level class adjusted for line losses? 

POSITION: The appropriate fuel cost recovery factors for each rate classidelivery voltage 
level class adjusted for line losses should be as follows: 

FPL: 
FPUC Northwest Division: 
FPUC Northeast Division: 
Gulf: No position at this time. 
PEF: No position at this time. 
TECO: No position at this time. 

No position at this time. 
No position at this time. 
No position at this time. 

11. CAPACITY ISSUES 

COMPANY-SPECIFIC CAPACITY COST RECOVERY FACTOR ISSUES 

Progress Energy Florida, Inc. 

ISSUE 23A: Has PEF included in the capacity cost recovery clause, the nuclear cost recovery 
amount ordered by the Commission in Docket No. 110009-E1? 

POSITION: No position at this time. 

Florida Power & Light Company 

ISSUE 24A: Has FPL included in the capacity cost recovery clause, the nuclear cost recovery 
amount ordered by the Commission in Docket No. 110009-EI? 
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POSITION: No position at this time. 

ISSUE 24B: What are the appropriate projected jurisdictional non-fuel revenue requirements 
associated with WCEC-3 for the period January 2012 through December 2012? 

POSITION: The appropriate projected jurisdictional non-fuel revenue requirements associated 
with WCEC-3 for the period January 2012 through December 2012 are 
$1 66,860,7 14. 

ISSUE 24C: What amount should be included in the capacity cost recovery clause for recovery 
of jurisdictional non-fuel revenue requirements associated with West County 
Energy Center Unit 3 (WCEC-3) for the period January 2012 through December 
2012? 

POSITION: No position at this time. 

Gulf Power Company 

No company-specific issues for Gulf Power Company have been identified at this time. If such 
issues are identified, they shall be numbered 25A, 25B, 25C, and so forth, as appropriate. 

Tampa Electric Company 

ISSUE 26A: Should the Commission approve Tampa Electric Company's proposal to charge 
incremental cybersecurity costs to the capacity cost recovery clause? 

POSITION: No position at this time. 

GENERIC CAPACITY COST RECOVERY FACTOR ISSUES 

ISSUE 27: What are the appropriate capacity cost recovery true-up amounts for the period 
January 2010 through December 2010? 

POSITION: The appropriate capacity cost recovery true-up amounts for the period January 
2010 through December 2010 are: 

FPL: $ 3,364,670 over-recovery. 
GULF: $ 1,217,382 over-recovery. 
PEF: $14,684,019 over-recovery. 
TECO: $ 461,060 under-recovery. 

What are the appropriate capacity cost recovery actual/estimated true-up amounts 
for the period January 201 1 through December 201 I ?  

lSSUE 28: 
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POSITION: The appropriate capacity cost recovery actuaUestimated true-up amounts for the 
period January 201 1 through December 201 1 are: 

FPL: $25,243,602 over-recovery. 
GULF: $ 7,179,724 over-recovery. 
PEF: $ 5,983,484 over-recovery. 
TECO: $ 254,524 under-recovery. 

What are the appropriate total capacity cost recovery true-up amounts to be 
collected/refunded during the period January 201 2 through December 2012? 

ISSUE 29: 

POSITION: The appropriate total capacity cost recovery true-up amounts to be 
collectedrefunded during the period January 2012 through December 2012 are: 

FPL: $28,608,272 over-recovery. 
GULF: $ 8,397,106 over-recovery. 
PEF: $20,667,503 over-recovery. 
TECO:$ 715,584 under-recovery. 

ISSUE 30: What are the appropriate projected total capacity cost recovery amounts for the 
period January 2012 through December 2012? 

POSITION: The appropriate projected total capacity cost recovery amounts for the period 
January 2012 through December 2012 are: 

FPL: 
GULF: $ 46,396,792. 
PEF: 
TECO: No Position at this time. 

$ 546,891,268, excluding the amounts under Issue 24A and Issue 24C. 

$ 373,845,099, excluding the amount under Issue 23A. 

ISSUE 31: What are the appropriate projected net purchased power capacity cost recovery 
amounts to be included in the recovery factor for the period January 2012 through 
December 2012? 

POSITION: The appropriate projected net purchased power capacity cost recovery amounts to 
be included in the recovery factor for the period January 2012 through December 
2012 are: 

FPL: 
GULF: $ 38,027,046. 
PEF: 
TECO: No Position at this time. 

$ 518,656,161, excluding the amounts under Issue 24A and Issue 24C. 

$ 353,431,884, excluding the amount under Issue 23A. 

ISSUE 32: What are the appropriate jurisdictional separation factors for capacity revenues 
and costs to be included in the recovery factor for the period January 2012 
through December 2012? 
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POSITION: The appropriate jurisdictional separation factors for capacity revenues and costs to 
be included in the recovery factor for the period January 2012 through December 
2012 should be as follows: 
FPL: FPSC 98.01395% 

FERC 1.98605% 
Gulf: 96.44582%. 
PEF: Base -- 92.792% 

Intermediate - 72.541% 
Peaking - 91.972%. 

TECO: 99.58152.% 

ISSUE 33: What are the appropriate capacity cost recovery factors for the period January 
2012 through December 2012? 

POSITION: The appropriate capacity cost recovery factors for the period January 2012 
through December 2012 should be as follows: 

FPL: No position at this time. 
FPUC: No position at this time. 
Gulf: No position at this time. 
PEF: No position at this time. 
TEC0:No position at this time. 

- 111. EFFECTIVE DATE 

ISSUE 34: What should be the effective date of the fuel adjustment factors and capacity cost 
recovery factors for billing purposes? 

POSITION: The new factors should be effective beginning with the first billing cycle for 
January 2012 through the last billing cycle for December 2012. The first billing 
cycle may start before January 1,2012, and the last billing cycle may end after 
December 31,2012, so long as each customer is billed for twelve months 
regardless of when the factors became effective. 

e. Stipulated Issues 

There are no stipulated issues at this time 

f. Pendine Motions 

Staff has no pending motions at this time. 
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g. Pending Confidentiality Claims or Requests 

Staff has no pending requests for confidentiality at this time 

Obiections to Witness Qualifications as an Expert 

Staff has no objections to any witnesses’ qualifications at this time. 

Compliance with Order No. PSC-11-0383-PCO-El 

Staff has complied with all requirements of the Order Establishing Procedure entered in 

h. 

I .  

this docket. 

Respectfully submitted this 10th day of October, 201 1. 

SENIOR ATTORNEY 
FLORIDA PUBLIC SERVICE COMMISSION 
Gerald L. Gunter Building 
2540 Shumard Oak Boulevard 
Tallahassee, Florida 32399-0850 
Telephone: (850) 413-6199 
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