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Q.
Please state your name and business address.
A.
My name is Javier Portuondo.  My business address is Post Office Box 14042, St. Petersburg, Florida 33733.

Q.
By whom are you employed and in what capacity?
A.
I am employed by Progress Energy Service Company, LLC, in the capacity of Director, Regulatory Services - Florida.

Q.
Have your duties and responsibilities remained the same since your testimony was last filed in this docket?
A.
Yes.

Q.
What is the purpose of your testimony?
A.
The purpose of my testimony is to present for Commission approval Progress Energy Florida’s (Progress Energy or the Company) estimated/actual fuel and capacity cost recovery true-up amounts for the period of January through December 2004, based on actual results through July and reprojected results for August through December.

Q.
Do you have an exhibit to your testimony?
A.
Yes. I have prepared an exhibit attached to my prepared testimony consisting of Parts A through D and Commission Schedules E1 through  E9, which contain the calculation of the Company's true-up balances and the supporting data.  Parts A through C contain the assumptions which support the Company's reprojection of fuel costs for the months of August through December 2004.  Part D contains the Company's reprojected capacity cost recovery true-up balance and supporting data.

FUEL COST RECOVERY
Q.
How was the estimated true-up under-recovery of $138,387,535  shown on Schedule E1-B, Sheet 1, line 21, developed?
A.
The estimated true-up calculation begins with the actual balance of ($182,034,760), taken from Schedule A2, page 2 of 2, for the month of July 2004.  This balance, plus the estimated August through December 2004 monthly true-up calculations, comprise the estimated $138,387,535 under-recovery balance at year-end.  The projected December 2004 true-up balance includes interest estimated at the July-ending rate of 0.117% per month.  The development of the actual/estimated true-up amount for the period ending December 31, 2004 is shown on Schedule E1-B.

Q.
What are the primary reasons for the projected December-ending 2004 under-recovery of $138.4 million?
A.
Oil and gas prices have steadily increased over forecasted prices contained in the Company’s 2004 projections filed in September 2003, primarily due to political instability in the Middle East, rising overseas demand, and fears of continuing disruptions in supply.  Progress Energy originally forecasted fuel prices to increase through the first quarter 2004, then decrease over the remainder of the year except for slightly higher prices toward year end.  In actuality, gas and oil prices have continued to increase throughout 2004 and are projected to remain higher than originally forecasted for the remainder of the year.

Q.
Does Progress Energy expect to exceed the three-year rolling average gain on Other Power Sales?
A.
No, Progress Energy estimates the total gain on non-separated sales during 2004 will be $8,191,662, which does not exceed the three-year rolling average for such sales of $8,585,687.

Q.
How does the current commodity fuel price forecast for August –December 2004 compare with the forecast for the same period contained in the Company’s September 2003 filing?
A.
Forecasted prices for natural gas rose $1.07 per MMBTU, or 19.6%.  Residual (heavy or No. 6) oil prices increased an average of $3.50 per barrel, or 12.9%, while distillate (light or No. 2) oil prices increased an average of $15.15  per barrel, or 43.2%.

Q.
What is the basis of the Company's fuel price forecast for the August - December 2004 period?
A.
The Company’s fuel price forecast was based on the forecast assumptions for residual oil, distillate oil, natural gas, and coal shown in Part B of my exhibit. The forecasted prices for each fuel type are shown in Part C.

CAPACITY COST RECOVERY

Q.
How was the estimated true-up over-recovery of $11,358,199 shown on Part D, Line 29, developed?
A.
The estimated true-up calculation begins with the actual balance of $4,688,381 for the month of July 2004.  This balance, plus the estimated August through December 2004 monthly true-up calculations, comprise the estimated $11,358,199 over-recovery balance at year-end.  The projected December 2004 true-up balance includes interest estimated at the July-ending rate of 0.117% per month.  

Q.
What are the major changes between the original projections for 2004 and the estimated/actual reprojections?
A.
The variance between the projected and actual true-up balance at year-end 2003 accounts for $6.1 million of the $11.4 million over-recovery.  Other factors contributing to the over-recovery were lower than projected incremental security costs, the termination of a QF Purchase Power Agreement (PPA) sooner than expected, and the application of performance penalties under another QF PPA. 
Q.
Does this conclude your estimated/actual true-up testimony?
A.
Yes.


