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B. WITNESSES: 

Witness 

Direct 
Gerard J. Kordecki 

Sub i ect Matter Issues 



Rebuttal None. 

C. EXHZBITS: 

None. 

D. STATEMENT OF BASIC POSITION: 

In this docket, the Commission is concerned with implementing the new incentive 
mechanism it adopted in Order No. PSC-00-1 744-PAA-EI. In that order, the Commission adopted 
a shareholder incentive mechanism applicable to all "gains" fiom all non-separated wholesale power 
sales (other than emergency sales) based on a three year moving average of "gains." FIPUG 
protested that order as it relates to two aspects of the calculation. First, it protested the calculation 
of "incremental cost", which is an important in-put to the gain calculation. Second, it protested the 
portion of the calculation related to 0 & M costs. 

Any formula for calculating "gains1' on non separated wholesale sales should consider all the 
costs of the sales . As to the calculation of incremental fuel costs related to generating the energy for 
wholesale sales, it is FIPUG's position that the cost of power purchases must be considered in that 
calculation. When a utility has sold power in the wholesale market which could have been used to 
serve its retail rate payers and is then forced to purchase other power to serve the retail customers, 
the costs of the purchased power must be factored into incremental costs. Therefore, when the 
incremental cost of purchased power is incremental cost. This cost should be used as the cost of the 
non-separated wholesale sale and must not be directly reflected in the retail fuel clause or buy 
through power. 

As to 0 & M costs, it is FIPUG's position that all 0 & M expenses related to a wholesale 
sale-should be credited 100% to the appropriate recovery clause. If the utility incurs a specific and 
identifiable out of pocket non fuel O&M expense attributable to the sale, it may retain the revenue 
collected to recover that expense unless the expense is already being recovered from retail customers 
through base rates. There should be no double collection of costs. All revenue collected from 
wholesale transactions must be credited to retail customers through cost recovery clauses less the 
sum authorized as an incentive to make the sale. For example, no portion of the revenue received 
from a wholesale transaction may be retained below the line by the utility to recover the wages, 
salaries and general overhead costs attributable to the wholesale sale because these expenses are 
covered by base rates. The wholesale revenue should be credited to retail customers through cost 
recovery clauses. 

Any change made to the methodology or calculation must be made retroactive to January 1 , 
2001. 

E. STATEMENT OF ISSUES AND POSITIONS: 

ISSUE 1: What is the appropriate regulatory treatment for Gulf Power Company's SO2 
emission allowances associated with its non-separated wholesale energy sales? 



FIPUG: 

ISSUE 2: 

FIPUG: 

ISSUE 3: 

FIPUG: 

ISSUE 4: 

FIPUG: 

ISSUE 5: 

FIPUG: 

No position at this time. 

What is the appropriate regulatory treatment for the cost of fuel and purchased power 
associated with non-separated wholesale energy sales? 

The Commission should consider a utility’s purchase power costs in the incremental 
cost calculation. If there are any purchased power costs which are higher than the a 
marginal generating costs of a utility’s own its units, such cost shall be included as 
the cost of a non-separated sale. When purchased power cost is the highest cost 
power on a utility’s system, it is the incremental cost. 

When a utility sells power from its generating units in the wholesale market and then 
purchases higher priced power to serve its retail customers, the higher priced 
purchased should be used as the cost associated with the sale and not allocate and 
should not be allocated to retail or buy through customers. 

What is the appropriate regulatory treatment for the operation and maintenance 
(O&M) expenses associated with non-separated wholesale energy sales? 

Because it is very difficult to quantify 0 & M costs that are not already being 
collected in base rates, the burden, as with all other costs a utility seeks to recover, 
should be on the utility. AI1 0 & M expenses related to a wholesale transaction 
should be credited back 100% to the applicable recovery clause even when they 
exceed the wholesale revenue unless the utility collects revenue from the wholesale 
customer to cover the cost and can demonstrate that the O&M cost would not exist 
without the sale. 

How should the Commission implement Part I1 of Order No. PSC-OO-1744-PAA-EI, 
in Docket No. 991779-E1, issued September 26,2000, concerning the application of 
incentives to wholesale energy sales? 

The changes set out in Issue Nos. 2 and 3 above should be incorporated in the 
calculation of any incentive. Any change, pursuant to prior Commission order, shall 
be effective January 1,200 I. 

Should this docket be closed? 

Yes, after the appropriate adjustments as recommended by FIPUG are made. 

F. STIPULATED ISSUES: 

None. 

G. PENDING MOTIONS: 



None. 

H. OTHER MATTERS: 

None at th is time. 

Mcwhirter, Reeves, McGlothlin, Davidson, 
Decker, Kaufinan, Arnold & Steen, P.A. 

400 North Tampa Street, Suite 2450 
Tampa, Florida 3 3 602 
(813) 224-0866 Telephone 
(813) 221-1854 Telefax 

Joseph A. McGlothlin 
Vicki Gordon Kauhan 
McWhirter, Reeves, McGlothlin, Davidson, 

Decker, Kaufinan, h o l d  & Steen, P.A. 
117 South Gadsden Street 
Tallahassee, Florida 32301 
(850) 222-2525 Telephone 
(850) 222-5606 TeleFax 

Attomeys for the Florida Industrial 
Power Users Group 



CERTlFIICATE OF SERVICE 

I HEREBY CERTIFY that a copy of the foregoing FIPUG's frehearing Statement has 
been furnished by (*) hand delivery, or U.S. Mail this 25th day of June, 2001, to the following: 

(*)Wm. Cochran Keating IV 
Florida Public Service Commission 
Division of Legal Services 
2540 Shummd Oak Boulevard 
Tallahassee, Florida 32399-0850 

Matthew Childs 
Florida Power & Light 
2 1.5 South Monroe Street, Suite 60 1 
Tallahassee, Florida 3230 1 

Jim Beasley 
Ausley & McMullen 
227 South Calhoun Street 
Tallahassee, Florida 3 23 0 1 

Jeff Stone 
Beggs & Lane 
Post Office Box 12950 
Pensacola, Florida 32576 

James McGee 
Florida Power Corporation 
Post Office Box 14042 
St. Petersburg, Florida 33733 

Stephen Burgess 
Office of Public Counsel 
1 1 P West Madison Street, Room 8 12 
Tallahassee, Florida 323 99-1 400 

1 2 + -  iclu Gordon Kaufman 


