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••ocaaoi•a• 

(Tran.aript follow• in aequence fro• Volwae 

3 1.) 

4 a. JroGDa An4 we would call Mr. Wioland. 

5 - - - - -

6 KUL B. WI'"·'B 

7 vae called aa a vitn .. a on behalf of Florida Pover 

8 Corporation and, havinq been duly avorn, teatified aa 

9 followa: 

10 DIR~ IIDII!liM'IOir 

11 B'f a. IIOGDI 

12 Q Sir, would you qive ua your name and 

13 buain••• a44r••• tor tbe record, pleaae? 

14 a My naae ia Karl B. Wieland. My buaineaa 

15 addreaa ia Poat Office Box 14042, st. Pete, Florida 

16 33733. 

17 

18 

19 

20 

21 

22 

23 

24 

2!5 

Q 

Power? 

And vhat ia your capacity vith Florida 

a I'm the director of buaineaa planning. 

Q Kr. Wieland, 4o you have a doowaent before 

you entitled •oireot ~eatimony of Karl H. Wieland" 

oonaiatinq of 14 paqea and attached eXhibita? 

a Yea, I do. 

Q waa tbia teatiaony prepared b7 you or under 

your auperviaion aa your direct teattaony for thia 
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1 proceeding today? 

2 A Yea, it waa. 

3 0 Do you bava any addi~iona or correction• 

4 that you'd like to .ate to your taatiaony or axhibita? 

5 a Yea, I do. I have a correction to a 

6 Scbadula B-10 ot ay testimony, which I believe ia 

7 going to be handed out. 

8 0 Yea; that•• the handout that I juat paaaad 

9 arouncS. 

10 a It everybody haa that, the change• to B-10 

11 are in the next to the laat column entitled "Prior 

12 Reaidantial Bill," and than alao the vary laat column 

13 on the right aida, which ia entitled "April '97 Varaua 

U Prior.• And the total cbanqa troa the currant bill, 

15 vbiob 1a 83.39, to the propoaed or the projected 

16 nuabera beginning in April ia atill 5.26, but the 

17 pieoea changed aomewhat. 

18 0 Ooea that explain your reviaion? 

19 

20 

a 

0 

Yea. 

With that correction, it you ware ~•ked the 

21 quaationa contain•~ in your prepared taatimony, would 

22 your anawera be the auo today? 

23 A Yea, they would. 

24 a. 1100111 Hadaa Cbainaan, wa would aak 

25 that Mr. Wieland'• prepared teatiaony be inaerted into 

l 



1 the r•cord as thouqh read. 

2 c:otaa• JODso•a It will be so inserted. 

3 

4 

5 

6 

7 

8 

g 

10 

11 

12 

13 

u 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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FLORIDA POWER CORPORAnON 
DOCKET No. 970001·EI 

Levellzed Fuel and Capacity Colt Factors 
~I through Sept.-nber 1997 

DIRECT TESnMONY OF 
KARL H. WIBAND 

PleaM at8te your rwne .,d buline .. addre ... 

206 

My name Ia Karl H. Wieland. My buslneu address Is Post Office Box 

14042, St. Peterlburg, Florida 33733. 

By whom are you emp!oyed and In whet capacity? 

I am employed by Rorida Power Corporation as Director of Business 

Planning. 

Have 1M dudu and ruponelbltdea of your polidon with the Company 

remained the Nmellnce you lut tntlfled In thla proceeding? 

v ... 

What II the pwpoae of yow t.Mdmony? 

The purpoee of my testimony 11 to present for Commlaalon approval the 

Company's teveUzed fuel and capacity colt factors for the period of 

April ttvowlh September 1997. 

Do you have an exhibit to your tudmony? 
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1 A. Yes. I have prepared an exhibit attached to my prepared testimony 

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

3 requirements for these proceodlngs, Schedules E1 through E10 and H1, 

4 which contain the Company's levellzed fuel cost factors and the 

5 supporting data. Parts A through C contain me assumptions which 

6 support the Company'• cost projectione, Part D contains the 

7 Company• capacity cost recovery factors and aupportlng data. Pert 

8 E contains a calculation of costs the Company proposes to recover 

9 during the period for the conversion of four additional combustion 

1 o turbines to natural gee firing. 

11 

12 FUEL COST RECOVERY 

13 Q. 

14 eomp.ny fof 1M upcoming projection period. 

1 6 A. Schedule E1, page 1 of the •e• Schedules In my exhibit, shows the 

16 calcula11on of the Company's basic fuel cost factor of 2.386 C/kWh 

17 (before line loss adjustment). The basic factor conslltl of a fuel cost 

18 for the projection period of 2.0684 C/kWh (adjusted for jurisdictional 

19 lo .... ), a GPIF reward of .00266 C/kWh, and an eadmatad true-up 

20 charge of 0.3226 0/kWh. 

21 

22 Utilizing th1a buJc t.ctor, Schedule E1 -D shows the calculation and 

23 eupporUng d8ta for the Company'• leveltzed fuel cost factors for 

24 secondary, primary, end transmiuton metaling tariffs. To accomplish 

26 this calcuJatlon, effective jurisdictional 18Jn at the secondary level are 

- 2 -
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1 1997, the SERC ratings of the units supporting this purchase will be 

2 revised to 406 MW. The capacity payments associated with the UPS 

3 contract are based on the original contract of 400 MW. The additional 

4 6 MW are the result of reV:sed SERC ra1inga for the five units involved 

6 In the unit power purchaae, providing a beneftt to Florida Power 

6 Corporation In the form of reduced costa par kW. Both of these 

1 contracu have been In place and have been approved for coat recovery 

8 by the Commlllion. Capacity coltl for these purchaaes are Included 

9 In the capacity coat recovery factor. 

10 

11 Q. What li lnoluded In Schedule E1, fm 8, ·energy Coat of Economy 

12 Purch .... CNon·lrolcerJ•? 

13 A. Una 8 Includes energy coati for purchaMs from Seminole· Electric 

14 Cooperative (SECI) for load following, off-peak hydroelectric purchases 

16 from the Southeast Electric Power Agency (SEPA), and miscellaneous 

16 economy purchases from within or outside the state which are not 

11 made through the Aorlda Broker System. The SECI contract is an 

18 ongoing contr ct under which the Company purchases energy from 

19 SECI at 96% of Ita avoided fuel cost. Purchaaes from SEPA ere on an 

20 a.avallabte balls. There are no capacity paymenta auoclated with 

21 either of these purche .... Other purchases, such as a new 20 MW 

22 e®nomy pUrchue from 1M Orlando Utilities Commlaslon (repomd on 

23 Schedule E9), may have non-fuel charges, but linea such purchaaes are 

24 made only ff the ta1a1 co8t of the purchaMislower than the Company's 

26 cost to generate the energy, It Is appropriate to recover the aaaoclated 

· 4 -
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1 non-fuel costs through the fuel adjustment clause rather t..,an the 

2 capacity cost recovery factor. Such non·fuel char~es aro reoorted on 

3 line 10. 

4 

6 Q. Plea• explain tbe entry on Schedule E1, Una 17, "Fuel Coat of 

6 Stradfled Salea. • 

7 A. The Company has a wholesale contract with Seminole for the sale of 

8 supplemental energy to aupply the portion of their load In excess of 

9 703 MW. The fuel coltl charged to Seminole for theae supplemental 

1 o salu are calculated on a "ltratifled" baaJa, In a mannE'r which recovers 

11 the higher coat of Intermediate/peaking generatJon used to provide the 

12 energy. The Company also has wholesale contracts with the municipal 

13 utilltlu of KIHfmrnH and St. Cloud and with Georgie Power Company 

14 under which fuel com are charged In allmJiar manner. The fuel costs 

16 of wholeaele sales are normally Included In the total cost of fuel and net 

16 power tranaactiona uHd to calculate the average system cost par kWh 

17 for fuel adjustment purpoHS. However, since the fuel costs of the 

18 Stratified aeles are not recovered on an evaragtt cost basis, an 

1 9 adjustment has been made to remove these com and the related kWh 

20 sales from the fuel adjua1ment calculation In the ume manner that 

21 Interchange aales are removed from the calculation. This adjustment 

22 Is necauarv to avoid an over-recovery by the Company which would 

23 r~sult from the traa1mant of these fuel com on an average cost basis 

24 In this prooaading, while actually recovering the coats from theae 

: 
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1 customers on a higher, stratified coat beals. The development of this 

2 adjustment Is shown on Schedule E6. 

3 

4 Q. How waa the eatlrnated truHJp ahown on Une 28 of Schedule E1 

6 developed? 

6 A. The total true-up amount was determtned In two parts. First, e period-

7 to·date actual under-recoveryof t86,660,424 through December 1996 

8 was obtained from the Company's Operating Report. Thl• balance was 

9 projected to the end of March 1997, Including Interest estimated at the 

10 December ending rete of 0.476% per month. Second, the total 

1 1 estimated under-recovery of t89,971 ,099 for the current period was 

12 combined with the prior period (April througt'l September 1996) under-

13 recovery of t69,049,902 end •46,846,686 being collected during the 

14 current period for a total under-recovery of t102, 174,316 at the end 

16 of March 1997. This under-recovery will be collected over a 12 month 

16 period beginning In Aprll1997. A rate of .32264¢/kWh was calculated 

17 by dividing the projected under-recovery (t102, 174,316) by projected 

18 April1997- March 1998 jurlsd1C1ion41ulea (31 ,677,606 Mwh's). This 

19 rete was then multiplied times the current period projected jurisdictional 

20 ulu (16,831 ,486 Mwh'l) to determine the true~up amount to be 

21 collectad In the current period (t64,288,997). This results In an 

22 eatfmewct true-up charge on line 28 of Schedule E1 9f 0.3226 C/kWh 

23 for appUoatlon In the April through Sepumber 1997 projection period. 

24 The development of the eatfmeted tru•up amount for tho current April 

26 through Sept.mber 1997 period Ia shown on Schedule E1-B, Sheet 1. 

-e -



21 2 

1 a. Whllt ero the primary rnaona for the projected March 1997 under· 

2 recovery of •102.2 m•lon? 

3 A. The $12.2 million actual under-recovery for the pe_riod ending 

4 September 1 996 being rolled forward Into the current period, the 

6 outage of the Crystal River nuclear unit throughout the current period, 

6 higher than expected oil prices, and settlement payments for Lake and 

7 Pasco cogeneration facilities were the primary factors contrlbutlng to 

8 the $102.2 mJIIIon under-recovery In March. 

9 

1 o a. Plase explain the procedure for forec81tlng the unit coat of nuclnr 

11 fuel . 

12 A. The colt per million BTU of the nuclear fuel which will be In the rear:tor 

13 during the pro}ectfon period (primarily Cycle 11 , following the refueling 

14 outage) was developed from the projected coat of fuel added during the 

16 current period's refueling outage and the unamortized Investment coat 

16 of the fuel remaining In the reactor from the prior cycle (Cycle 1 0). 

17 Cycle 1 1 conslats of several •batches, • of fuel assemblies which are 

18 separately accounted for throughout their life In several fuel cycles. 

19 The colt for each batch Ia determined from the actual cost Incurred by 

20 the Company, which Is audtted and reviewed by the Commission's field 

21 auditors. The expected evaDable energy from each batch over Its life 

22 Is developed from en evaluation of various fuel management schemes 

23 and enmated fuel cycle lengths. From this Information, a cost per unit 

24 of energy (cents per million BTU) Is calculated for each batch. 

26 However, IInce the rete of energy oontumptton Is not uniform among 

. 7 . 
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1 the tndlvlduel fuel IIHmblles end batches within the reactor core , an 

2 estimate of consumption within each batch must be made to properly 

3 weigh the batch unit costa In calculating a composite unit cost for the 

4 overall fuel cycle. 

6 

6 Q. How wu the me of energy consumption for each batch within Cycle 

7 11 eatlmated for the upcoming projection period? 

8 A. The consumption rate of each batch has been estimated by utilizing a 

9 core physics computer program which simulates reactor operations over 

10 the projection period. When this consumption pattern Is applied to the 

11 Individual batch coats, the resultant composite Cycle 11 Is $0.327 per 

12 million BTU. 

13 

14 Q . Would you give a brief overview of the procedure UMd In developing 

16 the projected fuel coat datil from which the Company' a baalc fuel cost 

16 recovery factor was caloulatad7 

17 A. Yea. The process begins with the fuel price forecast and theo system 

18 ..... forecast. These forecasts are Input Into PROMOO, along w ith 

19 purchased power Information, generating unit Qperatlng characteristics, 

20 maintenance schedules, and other pertinent data. PROMOO then 

21 computeaayatem fuel oonaumption, replacement fuel costs, and energy 

22 purchll ... and coau. This data tt Input Into a fuel Inventory model, 

23 which calculatea average Inventory fuel coltl. This Information Is the 

24 baals fOr the calculation of the Company's levellzed fuel cost factors 

26 and supporting achadulea. 

- 8-
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1 What Ia the aource of the 1Yitetn .... s forecaat? 

2 A. The system aales forecast Is made by the Forecasting section of the 

3 Bulineaa Planning Department ualng the most recently available data. 

4 The forecast used for this projection period was prepared In June 1996. 

6 

e Q;; II the methodology uMd to produce the aalu foracaat · for this 

1 proJection period the same as .,...vloualy UNCI by the Company In these 

8 proceedings? 

9 A. The methodology employed to produce the forecast for the projection 

10 period Is the same as uaed In the Company's most recent flllnga, and 

11 wu developed with an econometric forecaltlng model. The forecast 

12 

13 

14 Q. What Ia the eource of the Company's fuel prtce forecast? 

1 6 A . The fuel price forecaat was made by the Fuel and Special Projects 

16 o.p.nment baM on forecast aasumptlona for realdual oil, 112 fuel oil, 

17 natural gas, and coal. The aasumptJona for the projection period are 

18 shown In Part B of my exhibit. The forecasted prices for each fuel type 

19 are lhown In Part C. 

20 

21 Q. PIMea explain the bull for requaeting reccJVary of the coat of 

22 COWM'tlng oombuatlon tufblna unlt8 at Debary, Bartow and Suwennae 

. 8 • 

J 
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1 A. In Docket No. 860001-EI-8, Order No. 14646 laaued on July, 1986, 

2 the Commlulon addreued chargea appropriate for recovery through 

3 the fuel clause: 

4 "Fossil full~related costa normally recovered through base 

6 rates but which were not recognized or anticipated In the 

6 cost levels used to determJne current base rates and 

7 which, If expended, will result In fuel savings to 

8 customers. Recovery of such costa should be made on a 

9 case by 0111 billa after Commlalfon approval. • 

10 Since August of 1996, the Company has converted !nterceasfon City 

11 unha 7-10 to bum natural gaa. The Commission authorized the 

12 Company to recover the conversion cost, Including a return on 

1 3 Investment, over a five-year period In Order No. PSC-96-1 089-FOF-EI 

14 dated September 6, 1996. The Company Ia alklng the Commlulon 

16 for the Arne trll1mlnt for four additional unfta. The conversion cost 

16 for the four untta fa •7.6 million. Thla coat was not part of the cost 

1 1 of the unha when they were Included In rata base as part of the 1993 

18 test year. 

19 

20 0. How Ia FPC propulng to NCOVar the convenlon cost? 

21 A. The Company propoaea to amortize the $7.5 miJIIon converalon cost 

22 over a ftw yHr period beginning with the plant In-service data of 

23 May, 1997. The projected cost during the April 1997 through 

24 Septerrmar 1997 period Ia t876,988 which conalata of an 

25 amortization charge of $682,600 and a return (Including Income 

·10. 
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1 taxes) of e31 3,468 based on the Company's current cost of c.apltal 

2 of 8.37%. The fuel aavlnga for the aame period ere expected to oe 

3 $1,791,000 resulting In a net benefit to customers of $91 t;,032. For 

4 comparison purposes, actual fuel saving a produced by the conversion 

6 of Intercession City units 7 - 10 from August 1 996 through 

8 November 1996 ere In excess of t3.9 million. 

7 

8 A monthly achedule of amortization expenaas and projected fuel 

9 savtnga Ia attached aa Part E CJf my teltlmony. 

10 

11 Q. Why 111M ~Y propoalng a flve-yeet amot1izatjon period rather 

12 thM ..,.....1M conve181on co8t or~ h over the Ufe of 

13 the urilla? 

14 A. The Company chose five years In order to align recovery of cost with 

16 antJalpated beneflta. The Company 11 relying on the availability of 

18 Interruptible oaa transportation for the delivery of gas to the site 

17 becaUM firm C18ke or pay) contracts ere not economical for a low 

18 capacrty factor peaking aite. Dlscul&lona with Rorida Gaa 

19 Trantmialon (FGTl end a private conauhent'a report Indicate that 

20 they expeet lnWruptible gaa to be available In aufflclent quantity to 

21 power the two unlta at the lite for the next five years. Thu Company 

22 hopu that some gaa will be available beyond that time which will 

23 yield additional uvtnga, but we believe It more appropriate to recover 

24 com during the time when the majority of benefltl are expected to 

26 occur. Amortitlng the converalon over the life of the unitl could 

- 11 -
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1 burden future customers with costs that do not have corre..,ondlng 

2 benefltl. 

3 

4 Q. What Ia the Company propollng to do If expected fuel aavlnga are not 

6 echlaved? 

6 A. The Company Ia willing to assume the risk for achieving fuel aevlnga. 

7 If fuel aavlnga during any annual period are lea than the amortization 

8 and return coats, we wlllllmft cost recovery to fuel aavlngs and defer 

9 recovery of the dtfhnnce to future perlodl. In no c11e will the 

1 o Company collect en amount greater than the fuel savings, making this 

11 a no-tOM propolftton for customers. 

12 

13 CAPACITY COST RECOVERY 

14 Q. How wu the Capaalty Coat Recovery factor developed? 

16 A. The calculation of the capacity cost recovery factor (CCRF) Ia shown 

1 e In Part D of my exhibit. The factor allocate• capacity costs to rate 

17 ct ..... In the aame manner that they would be allocated If they were 

18 recovered In base rates. A brief explanation o1 the schedules In the 

19 exhibit foUowa. 

20 

21 &bnt 1; Pro!ICtld Cauclty Poymonta. Thlt schedule contains 

22 system capacity paymenta for UPS, TECO and QF purchaHa. The 

23 retail portion of the capacity paymenta are calculated using ~ration 

24 facun from the Company's most recent Jurisdictional Separation 

2& Study. 

- 12-
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1 Shaot 2; Estlmatld/Actua! True-Up. Tbisscbodulo presents the actual 

2 ending true-up balance after two months of tho current period and ro-

3 forecasts the over/(under) recovery balance& for the next four months 

4 to obtain an ending balance for tho current period. This 

6 estjmated/actual balance of ($41 7761510) Is then carried forward to 

6 Sheet 11 to be collected during the April through September 1997 

7 period. 

8 

9 ShHt 3; Dtyelopment of Judldlctionol Loas Multlwllers: Tho some 

1 o delivery efflclenclea and lou multipliers presented on Schedule E 1 -F. 

11 

12 Sbttt 4 ; Ct!gylttjpn gf 12 CP and Annual Ayeroge pomond. Tho 

13 calculation of average 12 CP and annual average demand Ia baaed on 

14 1996 load reaearch data and the delivery efficiencies on Shoot 3. 

16 

18 ShOtt 6; Calculation qf Capacity Cqst Rocoyorv Factors. The total 

17 dermnd allocators In column (7) are computed by "dd!ng 12/1 3 of 

18 the 1 2 CP demand allocators to 1 /13 of the annual average demand 

19 allocators. The CCRF for each secondary delivery rate class In cents 

20 per kWh !a the product of total jurisdictional capacity costs (Including 

21 revenue taxec) from ShHt 1 I tlmea the claaa demand allocation 

22 factor, divided by projected effective Ale a at the secondary levu!. 

23 The CCRF for primary and transmlnfon rate claaaea reflect the 

24 applicatiOn of mes.rtng reduction factora of 1% and 2% from the 

25 secondary CCRF. 

. 13. 
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1 Q. Plea• dlacuae the lnor••• In capacity peymenta compered to the 

2 prfor llx·month period. 

3 A. The Increase In capacitY payments from $146.3 million in t!'le October 

4 1996 through March 1997 period to $166.6 million for the April 

6 through September 1997 period Is due to the contract buy-out for 

6 Lake and Pasco Cogeneration facllltlea and the escalation to the 1997 

7 payment schedule. The total cost of the Lake end Pasco cogeneration 

8 Httlemanta (Including costs Included in the calculation of the fuel 

s fector) which are still subject to approval by the Commission are 

10 detailed on Sheet 8. No new contracu begin before September 1997. 

1 1 The decreaM In rates, exhlbltad on Sheet 6 on a cents per kWh 

1 2 baala, is due to the greater amount of kWh sates projected for the 

1 3 summer period es compared to the current period. 

14 

1 6 Q . Does thla aonolude your tutlmony? 

16 A. Yes. 
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1 Q cay xr. xoaee) Mr. Wieland, would you qive 

2 ua • 8UJIUIAry of your teatillony, pleaee? 

3 A Yes. Commission, my teattmony daala with a 

4 number of iaauea that are still unresolved, issues 

5 ~elating to the settlement with the Lake and Pasco 

6 payments, which are 24A, B and 148 and c, also issues 

7 140 and B that concern the recovery of fuel costa, o.ta..l 

a also the proposed amortization of the current 

9 unden:ecovery over a 12-month period; and I'll address 

10 all ot those briefly. 

11 What I'd like to begin with, .it I may, ia to 

12 just sWIIJUrize what our overall proposed c.hanges in 

13 our rates are. I'll be referring back to the exhibit 

14 that we just handed out . 

15 As you know, ve are propoainq a total 

16 increase in our bill of $5 .26. The aain reasons tor 

17 that are .shown on the right-hand column. The increase 

18 associated with the fuel coat itaelt is only $3.32, 

19 which ia a change from what was in the oriqinal 

20 teatimony. 

21 The other chan;•• are due primarily to 

22 changes in ECCR costa which relate back to decouplinq , 

23 as woll as changes in the capacity coat recovery 

24 factor , acme of which pertains to the Lake and Pasco 

25 settlements. But what I wanted to point out is, tirat 

I'L01XDA I'UBL%0 8DVICI COJDII88%0JI 



1 of all, that the tuel piece b $3.32, wbicb 

2 predoainantly relates t o the underrecovery that we 

3 currently are experiencing. 

221 

4 CBaTI.._ JOBBSO.a I'• aorry. I didn't bear 

5 you. 

6 W!t'lmal WIILMIJ)a The $3.32 out of the $5. 26 

7 1• fuel, and tbat is predominantly relating to the 

8 underrecovery that is taking place in the current 

9 period; and I'll elaborate on that a little bit. What 

10 ia pertinent, I believe, ia that of that $3.32 

11 approximately $2.00 ia due to the nuclear outage 

12 that's been discussed. 

13 The balance 1• due to other factors, 

14 includin9 the Lake and Pasco settl .. ent payments, 

15 vbicb we'll be diaoussin9, as well some other 

16 increase• in oil prices, et cetera. That•a really 

17 juat to put the aize ot the increase and some of the 

18 various reasons for it in perspect ive. 

19 What I'd like to do next, commission, is 

20 just briefly summarize our position on Iaaue 148. 14B 

21 deals with the recovery of the true-up amount for the 

22 current period, that ia the October through March 

23 period. 

24 OBaiaxa. Joa.sOKa Before you do that - - and 

25 I apoloqiae tor interrupting, but because we will have 
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1 to aake a bench decision, I have to make sure my notes 

2 flow . 

3 You stated that of that $3.32 currently --

4 or about $2.00 of that was due to the nuclear outage, 

5 or the plant beinCjJ down? 

6 Wllflm81 1fliLUID1 Yea, that' • correct. 

7 (!l:at•DJI JOJDIIO•• And that would relate to 

8 the underrecovery. What period are you looking at for 

9 the underrecovery? 

10 WI~S WiaLAM»a The underrccovery strictly 

11 deale with the current period, which 1e october 

12 th.rouCjJh Karch of this year, october ' 96 through March 

13 '97. 

C'JI&I1lKD JODIOlH And September 2nd through 

15 Septeaber 30 -- wait. What days? You eaid October 

16 throuqh -- I'~ trying to figure out -- where is the 

17 septe•ber ehortaqe uounte? 

18 1flDa81 WIILUIU The onea that Mr. Scardino 

19 referred to? 

20 ~ JOKIIOIJ That's not a part of this 

21 analyeie 

22 WI'ft~Bal WIIILUDI No, they're really -- the 

23 fuel is really in three piece• that we•re dealinCjJ with 

24 here today. The first piece goee back to April 

25 through Septuber 30th of 1996, and that's the issue 



1 that Mr. Scardino dealt with. How, aoaa of that has 

2 iaplicationa for tha future. 'l'ha next pariocS that 

3 va•ra dealinq with ia what I'll call tha currant 
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4 period, which beqan on October 1 of last yaar and will 

5 go through March 31st of this year. Tbat period 

6 containa a combination of actual and aatiaated 

7 nWI):)ara. 

8 CB&I..a. Joa.so•• Hold on ona second. 

9 (Brief pause i n proceadinqa.) 

10 OBat..a. Joa.so•• We'll go back on tha 

11 record. If you could continua, and you wara qoing 

12 throuqh tha OCtober throuqh --

13 Wlftlll u~· 'l'ha october throuqh March 

14 period, which va•ra currently in, that's whara tha 

15 un4arraoovary aaount is; and I'd like to deal with 

16 that period initiall~. 'l'hen tha third period ia the 

17 so-called projection period which will baqin April 1 

18 of tbia year and run all tha way through 

19 Sept.abar 30th of this year, and that ia tha period 

20 tor which ultimately rat•- ara qoinq to ba data~inad, 

21 and that•• whare the $5.26 inoraaaa would taka affect. 

22 But that entire projection period really ia affected 

23 not only by tba projection period coats, but also by 

24 the coat in the currant period and ita underracovery, 

25 aome of vhich oriqinataa in the prior period. It is 
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1 aoaewhat of • confuaing proceea, but I'll try to keep 

2 thaee parioda eomewhat dietinot. 

3 

4 underatood, but I want you to correct •• before you 

5 continue with your teatimony. Why wouldn ' t the April 

6 through September 30th be a part ot the underrecovery 

7 amount? 

8 W%'111188 WIJILAJIDI It ia. 

9 CDIJlDJI JOBIIBOK& Oh, it is . 

10 WIDUB WIBLUDI It ia, yea, ma ' am. 

11 CDtltJDJI JODso•a Somebody else juat 

12 teetified to that. 

13 WI'ftla8 Wim.aiiDa Yea. It b aomewhat 

14 autoaatically included in the entire true-up amount 

15 for the current period. 

16 CDU.DII JODSOJII And the October through 

17 Karch, you're dealing vith both actuale, but then some 

18 projection• for the laet two monthe? 

19 WIDal8 WIBLIII'U Yea. Typically two month.a 

20 of actuale, pretty good actual• tor the third -- it's 

21 aort ot borderline -- ancS then projections tor 

22 January, February and March. 

23 

24 

CDt .... JODSOJra Okay. 'l'banJt you auob. 

Wit'lhl88 WIILIJIJ)a What I'd like to do 1a t o 

25 apend juat a couple of ainutee going over the current 
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1 period and review eoae of the factors that arose that 

2 led to the $102 aillion un:1errecovery that ia in my 

3 t-tiaony, and then abo explain our reasons aa to why 

4 we're proposing to uortize, or recover that over a 

5 12-•onth period rather than the noraal eix aonths . 

6 If you go back and look at when thia 

7 projection vaa originally filed, the one for the 

8 current period, that vaa done in July of last year an4 

9 approved by this ColiiJiiaaion during the Auguat 

10 hearings. At that time, of oourae, we bad no 

11 knovledCJ• of any impending outages, eo th.e current 

1a period ret•• are baaed on the nuclear unit operating 

13 tully tor the entire OGt.ober l thrOUCJh Karch 31 

14 period. 

15 As Mr . Scardino said, on September 2nd a 

16 forced outaqe occurred, which was subsequently 

17 extended, and so by early october -- I think be 

18 mentioned a date of October 4th -- we rttcOCJnized that 

19 the unit would be -- in fact, was on an outaqa and 

20 would be on an outaqe, which at the early days was 

21 qoinq to be the end of the yoar -- I mean the and of 

22 1996 -- and then subsequently I think tbe company 

23 announced that the outage would actually extend until 

24 the end ot February. 

25 Nov, at that point in time, it became quite 
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1 clear that we were going to incur a significant 

2 underrecovery, and we have an obligation by a 

3 Co1111ission rule to inform the COJIJilis•ion of auch an 

226 

4 underrecovary and to propose soma actions to deal with 

5 it. 

6 We had estimated in late November that if 

7 the unit were to return by the end of February 28th, 

8 whiob vas the date, that we would underrecover 

9 $10 aillion by the end of March ot 1997; and, in fact, 

10 on Novellber the 20th we tiled a petition with this 

11 ca.aisaion notifying to that fact, notif ying them that 

12 the nuclear unit is the priaary cause of that. 

13 It vas at that point in tim• that we 

14 proposed not to have a aid-course correction that 

15 aigbt begin as early as January or February, but 

16 instead we propos d to take this -- the underrecovery 

17 and recover it over a 12-month period simply to lessen 

18 the rate iapaot on customers. 

19 That was part of the petition that was 

20 tiled. Staff supported that approach, and that really 

21 was the genesis for our proposal to deal with the 

22 12-month aaorti1ation, whioh is SGaewhat unuaual, anu 

23 I don•t know that that•s baen done before. 

24 Now, What happened subsequent to November 

25 20th, the -- when I prepared the projection tor the 
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1 upcoaing period, to be oonaervativa I added on another 

2 aonth ot the outage. 'l'ba company had not uda any 

3 official announo ... nta at that tiae, but knowi ng the 

4 uncerta1nt1aa aaeooiated with nuclear planta, I added 

5 another month ot tba outage, which added additional 

6 coat. 

7 In addition to that, the lake and Paaoo 

8 aettl ... nta vera reached. '!'bat added aolle coata. And 

9 thoae two, along with aome other tactora, eaaentially 

10 brought us from the $70 million that we had initially 

11 .. tiaated to the ultimate coat ot $102 million which 

12 we are currently projecting and which ia i n my 

13 t .. tillony. Clearly, it we felt that $70 a .Ulion waa a 

14 lez'9• enough &IIOunt to be amortiled over 12 montha in 

15 order to keep the ratea down, then certainly 

16 $102 aillion woul.1 even reinforce that arqument. 

17 so what we are proposing, and we would 

18 continue to, is that the -- we have included about 

19 $54 million out of the 102 in the upcoainq period. 

20 We're collecting it not exactly by dividing by 2, but 

21 prorating it on a kilowatt-hour baaia; and that leads 

22 to a true-up factor of something over $3.20 that 18 in 

23 •Y tiling. Abaent that, the true-up would have bewn 

24 eaaantially double, meaning the rataa would have to qo 

25 up another $3.00 to $3.50, whicb we felt vaa 



1 unaoceptatle. so I would continue to propose to the 

2 comaission that we continue with deferral ot that 

3 102 million and recover it over the co\~•• ot a year. 

4 CDIJtDJf Jomrso•a Would you qo over that 
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5 one aore tiae, the 54 million, the basically splitting 

6 it in halt and recovering the first 54 million over 

7 the first six-aonth period? You said that --

8 Wlt.nmal Wlai·'MD• Okay. The normal prooeaa 

9 ot tbe co.aission is to recover any underrecoveriea 

10 over the following six-month period. Had we done 

11 that, the entire $102 million would have bean 

12 recovered, and that would have raised the amount 

13 that would have raised our rates by another $3.00 or 

14 so. So What we chose to do 

15 0Ba%..a. JO .. IO•• That•a what I wanted to 

16 know, tbe exact number. Right now you 1 re saying --

17 you .. an the $5.26 would have been -- you would have 

18 had to add three aore dollars to that? 

19 wxn•s WI&LUJ)a Yes, co-iaaioner. That's 

20 corrtlet, because it you look in our testiaony, the 

21 amount that we're actually proposing to include tor 

22 the upcoming period tor Which rates are being aet !a 

23 $54,289,000, which is just a little bit mora than halt 

24 ot the total 102. 

25 The balance we expect to recover in the 



1 following period, whioh woul4 be october of thia year 

2 through March of 1998, an4 the aola purpoae tor that 

3 waa to keep tbe rate increaaa 4ovn. 
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4 To oloaa on that, I 14 like to perhapa buil4 

5 on that an4 alao talk about the projection period, 

6 which ia April through Sept.aber of thi8 year. Ae you 

7 know, we projaote4 that my tilin9 project• the nuclear 

8 unit to be operating 4Uring that period. 

9 We clearly know t oday that it will not. be, 

10 and 1 1 4 like to take a few aomenta to tall you what 

11 our thinkin9 vaa, firat of all, about why it waa not 

12 inclu4ad in the filing to begin with, an~ then why we 

13 did not chooae to aaen4 our filing. 

14 The reaaona tor not including it were really 

15 sora of unfortunate timing. I aaan, the tiaing of 

16 aventa that lea4 to the fuel filing and the timing ot 

17 the company's knowle4ge aa to what waa happening 

18 somewhat were on a parallel track. I n tact, we 

19 typically prepare the filing, do all of the PROMOO 

20 projeotiona , all of that work in Deceaber, and then 

21 early January we write t-tblony, we print it, we aend 

22 it up hero ao that it can make the January 13th f~ling 

23 date. 

24 It waa on January the 9th that thore waa a 

25 fairly aomantoua meeting with the Nuclear Requlatory 
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1 co-.miaeion --

2 a. BOWBI Objection. 'l'bie ia gettinq 

3 pretty far outeide hie prefiled teetimony. Baeically 

4 be'• explainin; why ha 41d not aay tbinge in hie 

5 prefiled teatiaony, and I would oojeot on that baeie. 

6 &. llcGIIa Madua Chairman, what 

7 Mr. Wieland ie doing ia daeoribing avanta that 
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8 occurred eubsequant to the preparation and aubmittal 

9 of hie teeti11ony to give the ColllDiaaion a parepeo .. iv~. 

10 I can undaratand that Hr. Howe doaen•t want the 

11 vitneee to qat into the oaueea that relata to the 

12 ontaga, and that wae the aubjaot matter of hia motion; 

13 and I aaaurad hia that we would not attempt to do 

14 that. 

15 Mr. Wieland ia juat trying to give a 

16 par•pacti ve C'f how tha tiling came about, and 

17 aapaoially aa it relate• to aventa that took place 

18 aubaequent to the preparation of t hat. I think that's 

19 appropriate. 

20 xa. BOiral Chairaan Johneon, thia is in the 

21 natura of what we filed in our pleading on February 

22 3rd, 1997, our motion to preclude the introduction of 

23 auob taatiaony; and ae we aaid on Page 3, the ataqe ia 

24 now aet tor PPC to announce either at the prehaarinq 

25 conference or at the hearing itealf that an additional 
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1 upward revieion of projected fuel expenditures is 

2 necessary. 

3 We're n.ot hearing that, but we're hearing 

4 the explanation of why they haven't asked tor that. 
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5 But it's torain9 the fraaework tor an arqument by the 

6 co~any. We cloeed in that eaae Paraqraph 6 on Pa9e 3 

7 by eaying "Intervenors will not have bad any 

8 opportunity to review the reaeon CR-3 baa been out ot 

9 eervica eo tar or why it cannot operate durin9 the 

10 next six aontha." 'l"bat•e exactly the evidence we are 

11 hearincJ ri9ht now from Mr. Wieland, and we're about to 

12 bear -- if I bad not objected -- to eome mo•entoua 

13 meeting with the NRC on January 9th. 

14 They have had ample opportunity to address 

15 all this. They chose not to do so, and intervenors 

16 euob as ourselves are bein9 placed at an extreme 

17 dieadvant~9e in the eenae that we're hearin9 evidence 

18 that they could have offered, we could have had a 

19 chance to confront, and we are not prepared and cannot 

20 be prepared to do ao at this time. It' a extr8Jllaly 

21 prejudicial, and I don't believe ha should be able to 

22 teetify to it. 

23 CBAIR.DJr Jonso•• Mr. Howe, I would agree 

24 with you that it's outside ot the aoope ot his 

25 pretiled direct. It may come out in this proceadin9. 
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1 candid~y, I have a question •• to Why they didn't 

2 include it in the projections. So it will probably 

S coma out, if not through Statt, I'll probably ask that 

4 kind of question, but I'll allow you soma leeway to 

5 follow up on that. But at this point in time it ie 

6 outside of the •cope of hie prefilad, eo your 

7 objection ia sustained. 

s a. aO'Illa Thank you. 

9 WI~I88 WilLARD• I queea, Commission, with 

10 that -- wall, I quaee we can g•t into soma ot the 

11 other rea•ona, bUt let•• •uttioe it to •ay that tor 

12 numerous reasons we did not include the nuclear unit 

13 in the projection. I ju•t want•4 to make sura that we 

14 all undaratand that that•• the caee. 

15 COJIIII88l0... DIIUO•r Wha.n you said you did 

16 not include the ~uolaar unit --

17 WiftQI WIILUDt We did not --

18 COXKIIIIQ..a DSAIOWt That you aeeumed 

19 WI~88 WI~I I 1m sorry. I mieapoke. 

20 We did not -- we aaa~d the nuclear unit to be 

21 operating during the outage. We did not consider the 

22 outage itself; that•• correct. 

23 With that, I gue•• I •11 go ahead and turn to 

24 the issues regards to the settlement coats tor Lake 

25 and Pasco. Now, I have no intentione of speaking to 
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1 the appro~riateneaa of thoaa coat.. Tho a a are to be 

2 taken up at a hearing that•a scheduled tor thia 

3 co-iaaion, I think, in Karch of thia year. Wl'l..at I do 

4 want to diacuaa ia the reaaona why we did cbooae to 

5 include thotae coat. in our tiling, which ia at iaaue 

6 hare. 

7 Firat of all, I would aay that the Dr l mary 

8 reason tor that ia beoauae inclusion of costa that the 

9 oompaniea propose baa been standard practic~ by thia 

10 Commission, tor two reasons. Firat of all, we have 

11 actually incurred aoma of these costa . 

U. DUI'DIII Chairaan Johnson, I '• aorry to 

13 interrupt, ~t I'a 90in9 to have to object on the aamo 

14 baaia we diacusaad earlier. When I review 

15 Mr. Wieland'• teatiaony, I juat ••• a tactual 

16 statement in there that the coats have bean included. 

17 I don't aee, unless I've missed it, the explanation 

18 that he now appears prepared to go into; and ao I 

19 think that his discussion of this is outside the scope 

20 ot his teatJmony. 

21 MR. XoGIII I think Ms. Kaufman ia applying 

22 a fairly literal standard. It'u never been -- the 

23 aaauaption that I've gone on -- that a witneaa has to 

24 verbatt. repeat hia te.atimony. If he'a giving aome 

25 explanatory information that relates to the data and 
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1 the information that'• contained in his testimony, I 

2 think it's within the latitude that the Commission 

3 could allow. 

4 &. J!OW1U Chairman Johnson, if I miqht, I 

5 believe this witness was asked to summarize his 

6 prefiled testimony, and as such, he should not be 

7 qoin; -- it should be a shorter version of what he 

8 actually fil•d, not an elaboration of what he did not 

9 file. 

10 CBAIJUCU JODSOWI I'm qoinq to aqain 

11 sustain the objection. Mr. Wieland, you do need to 

12 liait yourself to your prefiled testimony. To the 

13 extent that there are qaps or questions within \:hat 

14 testimony, those will, I'm sure, coae out through a 

15 question. 

16 Wlz.aiB WlaLAI»I Okay. Well, suffice it to 

17 say then, that those costa have been included in my 

18 testiaony. There is a detailed chart that's part of 

19 the testimony that spells out exactly what they are, 

20 which periods they're in, and in which parts are in 

21 oapaoity versus the fuel; and I 9uesa with that, I'll 

22 conclude my summary. 

23 xa. XoQ .. I Tender the witness for cross 

24 exaaination. 

25 cwatawa• JOBXBO.a Public counsel? 
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1 caoaa •xa•x~~xo• 

2 BY D. 1101111 

3 Q Mr. Wieland, would you aqree that for 

4 purposes of the upcoain9 projection period, Florida 

5 Power Corporation baa included contract buy-out costa 

6 for the Lake and Pasco cogeneration facilities which 

7 have not been yet approved by the commission? 

8 A 'l'bat • a correct. 

9 o. BOWIII No further questions . 

10 ... DOJ'DJII No questions • 

11 (2088 BDXID~Io• 

12 BY U. JOD80111 

13 Q Mr. Wieland, can you tell ua why Florida 

14 Power Corp included the coats for the Lake and Pasco 

15 settlement aqre ... ~ta? 

16 Yea, I can. As I was beqinninq to say 

17 earlier, we believed that that has been standard 

18 practice by the Commission to include coats that we 

19 either have occurred or expect to occur, and also to 

20 include coats that we are propoainq to have; and it's 

21 simply a matter of convenience. 

22 It is easier in ao .. ways to have the coats 

23 identified an4 in front of the co .. iaaion and to 

24 r .. ove th .. later on if the coaaiaaion decides to not 

25 allow those expenses than it ia to have a filing that 
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1 dOean•t have any of those nu.bero in it, in which 

2 case, you know, it's somewhat awkward to go back and 

3 say, well, you know, what should the tiling be. I 

• aean that, to ae, is the priaary reason. 

5 And Vben we prepared this tilinq I contacted 

6 Staff an4 we bad a diacuaaion to that, and I really 

7 1~ for CJUidance to tho as to what staff • • 

8 preference would be in dealinq with that utter. And 

9 I think their CJUidance was that they would prefer to 

10 have the nuabera -- the costa included, as was our 

11 preference1 and I think that baa bean pretty standard 

12 practice in everythinq we•ve done. 

13 You know, as an exuple, perhaps, there was 

u an iaaue that • • been stipu.lated to that regards 

15 converaiona of costa of soma combustion turbines. 

16 Tboaa coats ware included in our filinq, subject to 

17 approval by the Co.aiaaion. They ware subsequently 

18 approved. So I ••• it more as a standard practice 

19 ieaue that makes tbinqa less contuainq than anything 

20 alae. 

21 And ian•t it correct that in your projected 

22 period that you have included coats Vhioh reflect CR-3 

23 bainq on line? 

2• A Yea. We have -- the projection period, 

25 April through September, has crystal River 3 operating 
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1 normally throughout the entire period. 

2 Q Why did Florida Power corp include cry•tal 

3 River 3 on line for fuel purpos .. but excluded it f~r 

4 GPlP? 

5 MR. BOW8a I must object. It's not olear 

6 yet that it ha• been excluded for GPIP purpose• . 

1 ODXID• JOD•o•a Staff? 

8 Q (By ... Jolul•oD) Why did they include it 

9 for fuel purposes? 

10 A Well, to begin with, when the filing was 

11 oriCJinally prepared, we •imply cUd not know that the 

1~ outaCJe would extend all the vay until the fourth 

13 quarter, an4 tbot'• aoae of the history that I waa 

14 going throUCJh. Essentially, ve were on a track to 

237 

15 where the filing vas filed on the 13th of January, and 

16 on the 14th of January, the day afterwards, the 

17 company announced that the outage would be extended 

18 from th• end of February until the fourth quarter of 

19 the year;. 

20 s~ from a pract.ioal perspective, at tb'!lt 

21 time we couldn't include it because ve didn't know. 

22 We ohoae not to change it simply beoauae of the rate 

23 impact. I mean, we felt for much the eame reason• 

24 that we wanted to amortize or recover the current 

25 period of outaCJ• over 12 months. We wanted to defer 
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1 collection of those costa, even though we recognized 

2 that we would be incurrin9 those until a subsequent 

3 period aiaply to keep the rataa from increasing any 

4 further. 

5 Q It you ~ad not included crystal River 3, 

6 what would the rate impact have been? 

7 A Our estimate waa that the outage would 

8 contribute an additional $4. !50 for the sUJIIJiler period, 

9 which aeana our rates would have exceeded $97.00 per 

10 thouaand -- no, I'• aorry I miaapoke. It would be 

11 you would take the 88.65 and add another 4.50. I 

12 tbink you would be in excesa of $93.00 per thousand 

13 kilowatt hours. 

14 118. JODIOIIa Tbat•a all that wa have. 
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1!5 CBai..a. JOS.IO•• Commiaaionera? Could you 

16 qo over that? You aaid it you bad included the -- it 

17 you bad assumed that the plant would be down and not 

18 aaaumed that it would be operational, that the 

19 replac ... nt fuel coats would l•ad to your projections 

20 increaainv the residential rate by bow much? 

21 WI'.f ... l WIBLaJII)I By approxiutely $4. 50, 

22 and when you add that to the 88.6!5 that we have 

23 proposed, that would take you in exceaa of $93.00 and, 

24 quite trankly, we just thou9bt that was too much. 

2!5 aa&IRMaa JOKaiO•a And it does get confusing 
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1 aqain. Would that -- the projection would just bo for 

2 a aix-month period, it wouldn't be for a 12-month 

3 period? 

4 ftPUI WIBLUIDa The projection would be 

5 aiap1y tbrouqh September 30th of thi• year. 

6 CKITP~ JOKI&o•• You aaid that you 

7 couldn't have included it in the projections 

8 oriqinally beoauae you weren't certain aa to whether 

9 the plant would be up or down, but that once you 

10 became certain, there was a policy deciaion made not 

11 to update -- did you have time, and you just decided 

12 not to, or how did that proceas 

13 WIDIIIJ WIU.UII>a No, I think -- the 

U orivinal filing, I mean,. that clock waa basically 

15 running, and there's no way to include those costs 

16 bocause we just aimply didn't know at the time; but 

17 there waa aaple time for the Company to either at the 

18 time of the prehearing or even at thia hearing to 

19 introduce new evidence. In fact, I think that' s a 

20 concern that Hr. Howe bad in his or1vinal motion. 

21 so there waa ample time tor the Company to 

22 come to this Commias ion with a petition tor biqber 

23 ratea. We oboae not to do that aimply becauae we were 

24 senaitive to the rates of our customer&, and what \Oe 

25 hope to do ia to manage through thia process without 
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24 OOKNIIIIO ... DBAso•• So you•re really not 

25 be1n; that -- never mind. 
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1 COMK%88IOBBa &I88LX.GI And I think I can 

2 ask, since I am a customer and it ia going to affect 

3 me. If I understand correctly, you•re going to or 

4 what you•re prop~aing to do by not including it in 

5 this six-month adjustment ia put the :uel coat• tor 

6 the shutdown of crystal River ott until the next 

7 adjustment, wbioh ia going to be in six montha. 

8 Wl'fll818 1fiiiLlUID1 Yea. 

9 COKKI88IOBBR KI88LI.Ga And you•re going to 

10 amortize this other adjustment over a year, ao even 

11 thou;h for the next six months the customers aren't 

12 going to be paying it, they're still going to get hit 

13 with tbe aaae whammy six months from now when you add 

u on two pe.rioda of Crystal River on top ot the other 

15 half of the 102 million that you•re going to recover 

16 in the next aix-mo.nth period? 

~7 WI~8 WI~I Well, what we are looking 

18 at, Commiaa ioner, we're in the proc .. a of studying 

19 that and makin9 projections in terJU of what the rates 

20 would actually look like, and how much -- you know, 

21 bow tar these deferrals would extend into the future. 

22 But vlult we hope to do -- an4 that • • the intent of our 

23 mana9ement -- ia to the extent possible not r a i se 

24 rates beyond the 88 . 65 if we possibly can in order n~t 

25 to have a large increase , a further large increaae 
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1 anytiae down the road; because noraally what you would 

2 expect ia that rates would not stay at 88.65, they 

3 would eoae back down. So by atretchinq out the 

4 recovery, in eaaenae they would atay at that level 

5 lonqer, but they would not -- hopefully not lncreaae 

6 any further. 

7 COJGIIIIIO- UULI.GI Well, I queaa the 

8 math jWit eaoapea me on that because if you • re goinq 

9 to recover 102 million over 12 months and you're qoing 

10 to recover in addition the coat of the outaqe over the 

11 laat aix aontha of that 12 aontha, then something ia 

12 qoinq to ohan9e in six 110ntba, and it'• qo>t to go up. 

13 Wl~ll Wl~l No. aaaentially, 

14 Coli!Jiliaaioner, ..,hat happens ia that we•re recovering 

15 the 102 million over 12 months, ao there•• about a 

16 $3 . 00 and 20 ao .. odd cents aurcharqe built in; it you 

17 will, a true-up. That will be zero by the end ot 

18 March ot 1998 . 

19 At that point in time there will be a new 

20 underrecovery that will be building up because of the 

21 outage that be9ina in April. That could be another 

22 100 million or ao. And ao that will juat take the 

23 place of the ori9inal true-up, if that aakea any 

24 aenae. And ao, in essence, that true-up would be 

35 rollin9 forward, but the amount doea not necessarily 



1 inoraaea. 

2 CC*IIIIIIO ... ltiULDIGI SouncSe lik~ .. oki"q 

3 airrora to ••· 

5 you aoma coatort, what we hope to cSo, you know, i• a• 

6 we have tiae to really •••••• all of the thinqe that 

7 are 9oinc;r on, ancS until eo .. of the other ieeuee that 

8 are qoin; to be coaift9 before thia Collaieaion are 

9 reaolved ia to really put a plan together, praeant it 

10 to you and the Staff •• wall aa Public Counaal, about 

11 what that would look like and how it would work and 

24 3 

12 Wbat voulc1 -- our intentione are; t)acauee, clearly, to 

13 do Vbat I aa propoainq anc1 wh5t wa•ra thinking ebout 

14 doi"9 today require• the buy-in of the Collllbeion, 

15 because we would clearly raaain outaide that lOt 

16 true-up 9Uidalina for an axtandac1 period of time; and 

17 eo we could not really proceecS with that plan without 

18 the approval of the Commi••ion, and we intanc1 to do 

19 that. 

20 

21 ODiaDJr JOD•OJu You j u•t thrav me. Thb 

22 plan, what do you intend to propo•e? And I know it 

33 aay be broadly •tatec1 at thb point in tim-. , but 

24 and to the extant it•a aoaatbinc;J that require• a 

25 buy-in, it•a 90inq to be difficult for u• to make a 



1 deteraination nov in the abatraot when ve don't know 

2 w~t your plana are tor the future. 

3 wx~• WI~a Well, commiaaionera, all 
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4 I '• really aaking -- all we're really aaking today ia 

5 that you at leaat put into place the rate• that we're 

6 propoainq. We all aqree that if thinga work noraally, 

7 the ratea ahould be a lot higher. 

I CDDD• JOIIIISOIII If what? 

9 WI~I W%~1 If thinqa work normally. 

10 You know, in other words, if we -- you know, if we 

11 recovered the current true-up over aix aontha rather 

12 than 12, and if we had inoluded th• outage, you know, 

13 which ia noraally how the proceaa worka, we would have 

14 asked for auob higher ratea than ve•r• aaking for. 

15 so all we're really saying today is approve 

16 the ratea we're asking for, which ve know is going to 

17 defer aoneya into the future, we kno~ it's goi.nq to 

18 violate the lOt guideline; and then let ua come baok 

19 to you dovn the road an4 demonatrate to you bow thia 

20 would potentially play out aa we qo forward in terms 

21 of wben the aoneya would be recovered and how they 

22 would be recovered and over what tiae period. 

23 caax ... • Jaa.ao•• Okay. Tell me a little 

24 sore about the lOt guideline and 

25 WI~I WIBUIIDa That ia a guideline that 
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1 waa inatituted by the co.aiaaion quite ao .. tiae back, 

a and I think eaaentially the oriqin waa i a that the 

3 ca.aiaaion did not want to have coapaniea incur large 

4 underrecoveriea without at leaat being r • .,tified. 

5 There ia not, •• tar •• I know, a 

6 requir ... nt by the Company to actually do •o•ethinq 

7 about it, but there is a notitica~ion requir .. ent; and 

1 noraally what baa happened ia when that notice ia 

9 qiven, then the Company may or may not aak tor what•a 

10 called a aid•couree correction where you aake an 

11 adjuataent either up and down on ratea. But under 

12 noraal circuaatancea, the Ca.aiaaion likea coapanlea 

13 to not have the true-up aaounta get out ot hand in 

14 either direction, either a large over or 

15 underrecovery. 

16 CDI..aJI JODao•a But the re.quir .. ent 1a 

17 juat that you "otity, not that you actually do the 

18 aid-courae correction. 

19 W%~8 Wl~a That'• ay underatanding, 

20 yea. 

21 CBa%..a. JOBXao•a In your opinion, when you 

22 were kind of going through what you thought our policy 

23 vaa an4 the reaaon tor that policy and ua not vantincz 

24 the true-up aaounta to get out of hand, ia thia ~n 

25 inatanoe where the true-up amount ia gettinq out ot 

FLORIDA PUBLIC 8 .. V%CB COKNI8810. 



1 hand, and will we be making an exception? 

2 U....,l WIILUDI Wall, Colllliaaioner, in one 

3 aenaa, I queaa, when we tiled our petiti~n on November 

~ 20th, we notified the co .. iaaion that the true-up of 

5 70 aillion, that waa vall outaida the lOt boundariaa; 

6 eo -- and the Colllliaaion at that tb1a, I think at an 

7 aqanda conference, concurred that it waa okay for the 

8 Coapany to wait until the tollowin; 12 aon~ to qat 

9 that behind ua. ot courae, that waa wall before we 

10 knew that the outage waa qoinq to be extended. 

11 So in a ••n•• we have al ready -- or the 

12 Ca.aiaaion haa already ruled that we should be allowed 

13 to exceed that lOt, and the priu ry reason really 

1~ beinq one ot aitiqatinq :ate chanqaa. I ••an, from 

15 a -- you know, from a pure c011pany perapective, all 

16 other things being equal, truly we would -- you know, 

17 ve voulc! prater to cover to recover costa as 

18 quickly aa poaaible; but ve are aenaitive to rates, 

19 and aoaetimaa, you know, we make thoae compromisea, 

20 and we do that with the Commisaion•a par.iaaion. 

21 CDD%RKAJI Jouso•• Thank you. Any other 

22 queationa? 

23 COKX%1110 ... D ... o•a Yes. The coqoneration 

2~ aettleaanta aiob are included, that '• part of the 

25 aaount you•r• requeating to be amortized over a 

I'LOiliDA PUBLIC sane• COI'MJI8I011 



1 12-month perio<i? 

2 WI!'Imll WII"~IJIDa There'• a part of that 

3 settlement that ia in that 12-month amortization 

4 perio<i, couiaaioner, becauao part of the settlement 

5 affects capacity coat recovery, which is stricely 

6 well, ~hich ia both in the true-up aa well as the 
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7 projection perio<i. Some of it reflects -- so111e of it 

8 haa to do with anergy. 

g The larqest piece is a -- an enerqy 

10 settlement, the way I understand it, which is about 

11 five and a halt million tor each one, whic~ the 

12 C011pany has actually paid, I thi nk, bllck in November, 

13 December, so they're included in the actuals; and that 

14 ia automatically part of that 12 months' amortization. 

15 So that there's no simple answer to that, but it'• not 

16 all of it, but a piece of it is in there. 

17 COMXX88IO»BR DaaBO.a But are there no~ 

18 on9oinq buy-out coats beyond what you're simply 

19 including in this 12 months • uortization, or is it a 

20 one-time aaount -- I'm not taailiar with the buy-out. 

21 I queaa we'll be exploring that in the hearinq cominq 

22 up. I need to know what the time schedule is in your 

23 plan tor the recovery of the settlement costs of those 

24 contracts 

25 WI!'ImSI WIILIJIDI I can -- I think I can 

I'LORID~ »OBLIO IDVI08 COKKI88IOII 
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1 tell you at least what •Y underatan~inq is as to where 

2 th .. e coat• are, co .. iaaioner. I mean, first, there 

3 are aome one-ti•e costa. I mean, the two that I spoke 

4 ot, which are about five and a halt .!llion each, were 

5 one-time ooat M. They were -- my understanding is that 

6 they're like a true-up of energy pricea. They're all 

1 energy related, you know, how they make fuel payments . 

8 That ia a ono-time coat. 

9 In additi on to that , though, there is a --

10 there are some ongoing changes, and I believe there 

11 are even soma ahiftB between what was energy and what 

12 was capacity in the prior agreament versus the 

13 aettl .. ent agre .. ent. 

14 So I think there•• some ot that, and I think 

15 there•• a third piece to it , and that baa to do with 

16 actually shortening the length ot the outage . There•• 

17 some buy-out costa, it you want to call them that, 

18 that go on for a period of years. I'm not precisely 

19 sure how many, but it's in the neighborhood of five 

20 years , I believe, that would be incurred over that 

21 tiae period. 

22 so it•a a aix of different things, and 

23 anything beyond that, I mean, I'm really not terribly 

24 familiar with all of the details of those particular 

25 aettl ... nta, but that'• my understanding. 

n.oa iDA ~OBLIC 8DVIca COJOliS8IOJI 
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CC*II%1110- DDIOJra But it 1M trua, than, 

2 there will ba aattlamant ralatad costa, aaauming they 

3 are approvecS, that will ilq)aot future racovary perioc1a 

4 beyond Wbat ia baing contaaplated at this tiaa? 

5 Uftmll nm.UIDa Yaa, air, that ia trua. 

6 CC*II%111~ DDaOJia Now, given that, that 

7 it'a going to have an ongoing effect, given that 

8 you're proposing to amortize tha 102 aillion over a 

t 12-aonth period, and r ecognizing that your current 

10 projection aaauaaa CR-3 to be on lina, and wa know 

11 that that ia not goin; to be tha caaa, how ia it that 

13 you expect to aohiava a total bill for 1000 kilowatt 

13 hours not to exceed 88.65 for futur• parioda? 

14 W%,...1 nm.uma Wall, co-iaaionar, that 

15 ia -- you know, that ia aoaatbing that we've bean 

16 looking at. our n\Dibera are praliainary, quite 

17 obviously, end there ara other iaauaa in front of ua; 

18 but vbile I could not in good conaoianoa quarantaa 

19 that 18.65 ia it, I can aaaura you that we're going to 

20 aaka avery atteapt to kaap future inoraaaaa to an 

21 abaoluta ainiaua, and that we know that that wJll 

33 require ao .. aiqniticant detarrala into the future. 

23 But wa have looked at it enough to whara at 

34 least -- you know, at this ataqa va taal ooatortable 

25 that with tba C~iaaion'a approval va can aanaga 



1 through thia procaaa wii;hout having axtansiva or 

2 significant increases going forward. 

3 ~ JOKIIO•a Any other queationa? 

4 RedirGct? 

XI. KOGIMI No, aa•aa. 
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5 

6 CQDIIIIO ... KIIILI.Ga Actually, I did have 

7 a question. I juat didn't aay it enough, and I don't 

I know if thia ia the right witneaa. Now that Gulf and 

9 TBCO and PP'L apparently have aettled their parta of 

10 thia, aoaavhere we auat have caloulationa of what 

11 their reaidential ooat par thousand kilowatt hours ia 

12 going to be, and I just wanted to know how thia ia 

13 901ng to coapare with everybody elae•a then. 

u u. Jomrso•a staff ie handing that out 

15 right nov. 

16 COIO'XIIXOIID KXISLD<U Thank you. You 

17 anticipated .. _ 

18 XI. Jo .. ao•a We'd like to have that marked 

19 tor identification aa an exhibit . 

20 eJDUIUDII JOJIIIIO.a It will be marked -- and 

21 correct ae if I'• wrong -- as Exhibit 25. 

22 XI. JOJIIIIO.a That •a correct. 

23 owa~ JOBM&o•a And i dentified as 

24 residential fuel factors for the period April through 

25 September 1997. 
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1 U • JODSOIII That's correct. We would just 

2 lUte to have inserted •propoaect•. Those are not yet 

3 approved by the Commission. 

~ CDIRDJI JODIOJII Proposed residential fuel 

!5 factors tor the period April through Septe~r 1997. 

' (Bxhibit 25 aarke4 tor identification.) 

7 CJia.I1UiaJr JOIDIIOJII Any other questions? Do 

8 you want to wait? 

9 

10 vbo to ask a question about how they're going to 

11 justify to their CWitoaers a 10 to $20. 00 price per 

12 t~n4 over the others in 1lori4a. I wouldn't even 

ll know vho to ask that question. 

caaxaxa. Jox.ao•· Any additional queations? 

1!5 Staff, 4i4 you have any questions baaed upon this 

16 exhibit? 

17 MI. JODIO•• No, we do not. I'll just add 

18 that those are -- the numbers that are represented 

19 there are baaed upon what the companies requested, 

20 propoee<11 and with the exception ot Power Corp, those 

21 issues have all been stipulated. 

22 

23 redirect? 

24 

25 

CKllaiiUf JOD8011'1 And there was no 

D. XOODI No, aa•aa. 

C!DIRXY JOU80Jfl Exhibits, then. 
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1 .a. xcoBBa we would aak that Mr. Wieland's 

2 exhibits be admitted into evidence. 

3 caax...- 3aa.IO.a What were hia exhibit 

4 numbers? 

5 .a. xoa••• 3 and 4, I believe. 

6 c:DI1tiiU 30JDI80•a Bxhibita 3 and 4 will be 

7 adaitted into the record. 

8 (Bxhibita 3 and 4 received in evidence.) 

9 CBAtaXAH JOKISO•a Staff, are we qoinq to 

10 have that marked, or are we qoinq to have it -- do you 

11 want that entered into the record, Exhibit 25? 

12 XI. JO .. ao•a Yea. Staff moves the 

13 adaiaaion of 8Xhibit 25. Thank you. 

14 aonxur JODSO.a It will be admitted 

15 without objection. 

16 (Bxbibit 25 received in evidence.) 

17 

18 

19 

20 

21 

22 

excua~. 

(Witness Wieland excused.) 

Any other aattera? 

XI. JODIOJU There are no other witneaaea. 

23 we•ve concluded tbe witness teati~ony. There's still 

24 oral arguaent to be heard on Iaauea 14D, 18A and 188, 

25 I believe, and 14B also. 

fttOUDA I'VBLIC sane• C<*ll%1110. 
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1 CBAIID!f JO&so•a We' 11 take a ten-minute 

2 break, and than when we return we'll be hearing the 

3 oral arguments. 

4 (Briet recess.) 

5 CKAUMU Jooso•a we are going to go back 

6 on the record. 

7 Counael, you stated that we were giving the 

8 parties 15 minutes apiece? 

9 MS. JOBK80H& That is correct. 

10 OOMK%88IORBR DIABO.t They do not have to 

11 take the tull 15 minutes. 

12 CIIAIIlDJI JOllli&O•• And, Ma. Kautman, each of 

13 the individual• is not -- you all aren't splitting 

14 time, it'• 15 minutee? 

1.5 

16 

17 

18 

U. DVJ'IDJU No, ma • am. 

COMXI88IOBWR DaaBO•a Each. 

ODII_. JOD80BI Each. Juat kidding. 

Who ahould go tirst? Thia ia an odd kind of 

19 an argument. It's not really a motion, eo help me out 

20 with thia. 

21 He. Johnson, dO you have any suggestion~? 

22 xs. Ja..so•• I guess I would auqgest that 

23 Power Corp go firet. I mean, aince that are seeking 

24 recovery and they have the burden ot proof. 

25 CBAIIKAB JODBOBI Very well . Power Corp. 



1 a. KoCJIII Madu Chairman, Commissioner•. 

2 PUblic Counael, and the poaition alao aupported by 

3 FIPOG, wanta the replacement tuel costa that ar• 

4 aaaociated with the extended outaqe at crystal River 3 

5 to be disallowed because --

6 OliAilUDJI JODIORI I know you only have 15 

7 minutea, but alow down. 

8 D. KoCJIII becauae Florida Power'• 

9 true-up teatimony and its projection testimony, they 

10 claim, haa not justified the prudence ot the outaqe. 

11 Thia requeat and the approach, the result that would 

12 be achieved by that, would aatabliah a different 

13 •tan4&r4 tor dealinq with the commiaaion' a review of 

14 nuclear plant outages than baa previously existed 

15 before the co.-ission. 

16 I think this atandard is wronq tor several 

17 reasons both l~al and practical. Maybe the moat 

18 important leqal consideration in this is the u.s . 

19 supreme Court haa bald that absent evidence to the 

20 contrary, actions ot a utility managoment are presumed 

21 to be pru~ent. That's the case ot west Ohio Ga~ 

22 versus the Ohi o Public Utility Commission. 

23 The oaae that we bave before u~ riqht nQW 

24 finds no evidence that would rebut that presumption. 

25 PUblic Counael could have tiled testimony, in which 
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1 eaae Florida Power would have the oppor~unity to file 

2 rebuttal, but that waan•t done. Instead Public 

3 Counael baa raiaecS the ieaue in pleacSin;a that were 

4 filecS aubeequent to the filing of all the teatiaony. 

2!55 

5 AncS our position is that when Public Counsel 

6 puta thia aatter at issue, then the burden ia on 

7 rlorida Power to go forwarcS and justify the prudenc• 

8 of ita aationa. In this case, the prucSence of ita 

9 actions that relate to the extended outage at the 

10 nuclear plant. But that requires a further 

11 evidentiary hearing, and this would be consistent with 

12 the practice that the Co.aiaaion baa followed in the 

13 paat. 

14 Ky review baa indicated that there's been 

15 eight nuclear outage investigations conducted by the 

16 Coaaiaaion. And in all of those, the procedure was 

17 followed that, tirat, retained jurisdiction over the 

18 expenditures that were involved, over the replacement 

19 fuel coats; and then eatabliabecS a d i ~cc ry and a 

20 prehearin9 schedule so that the parties would have the 

21 opportunity to tully appriae themselves of the iaauea; 

22 and than aatting a hearing with all of the coats 

23 subject to the co .. iaaion•a finding on prucSenoa aa tho 

24 final outcoae of that hearing. And I thinJt tbat•a the 

25 procedure that I think ahoulcS be followed in this 
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1 caae. I think tlut.t waa the recoliiJiendation of staff in 

2 ita prehearinq etatement and abown in the Prehearinq 

3 order. 

4 Coinq the other way, aa Public counaal woul d 

5 augqeat, really would provide an unworkable and 

6 unrealiatio atandard to expect utilitiea to follow. 

7 Durinq the oourae of a aix-aonth period, there can be 

8 literally hundred• of event• that can taka place that 

9 have an adverse effect on fuel coats. You can have 

10 thinqa like outages at generatinq plants, economy 

11 purohaaea and sales that taka place or don't take 

12 place, chanqea in the availability of natural qas, 

13 increased peaking generation; you could qo on with 

14 juat a litany of individual events that could 

15 adveraely 3ffaot fuel coata. And to expect a witn••• 

16 providing true-up testimony to identify, explain and 

17 juatity in det3il every conceivable point that could 

18 be put at iaaue 1• juat not a workable approach. 

19 Inatead, the approach that we followed, 

20 Kr. Scardino'• teatimony followed, and that I think 

21 haa been oonaiatently followed in the true-up 

22 testiaony of the utilities, ia to provide an overview 

23 of the event• that taka place durinq the six-month 

24 period. And apeoifioally, to focua on variance 

25 analyaia. We already have projections that would have 
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1 preceded the true-up period, an expeotation ot wbat 

2 the utility thought would happen. 

3 When the true-up teatiJiony 1a filed in the 

4 caae o'f Mr. Scardino, be proaenta an extenaive 

5 variance diacuaaion which contraata the projected 

6 results from the aotual reaulta. And in particular, 

7 identifi .. the coat• that are aaaoot.ted with the 

8 reduced generation from the Cryatal River 3 nuclear 
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9 plant. Tbat puta parties on notice. It gi vea thea an 

10 idea of where coata are being incurred, where they 

11 aren't. It 9ivea thu an opportunity to then uploy 

12 the diacovery and prebearing practice• that are 

13 availobl9 to thea through the co1111iaaion to file 

14 tutimony. 

15 If aoaething ia complex enough, which ia 

16 often the caae wit~ a nuclear plant that it can't be 

17 dealt with in a abort period of time, it givea them an 

18 opportunity to raiae iaauea that can be deferred and 

19 taken up through an orderly proceaa. That•• the way 

20 it'• been done, and that•a the way we think that it 

21 would be appropriately done here. We think that th• 

22 law requirea that becauae there ia a pruumption that 

23 the costa that are reflected in that true-up teatimony 

24 are prudent. That presumption oan be rebutted, but it 

25 baa to ba-.4 on evidence Which we don't have at thia 

~LOJLID~ PUBLIC SDVXC. CQM¥18810. 
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1 point. 

2 Tbe iaaue of Mr. Wielan~'• teatimony, I 

3 think, ia aucb aimpler. That ia not true-up 

4 teatt.ony, that 1 • projection teatiaony. The atan~ar~ 

5 ia whether the projections are reasonable. An~ I 

6 CJU8U it'• ironic in thb case that it tbet'e waa 

7 anythin9 that was qoing to be challenged about the 

8 reaaonablen••• of thoae projection•, wa• leaving out 

9 the replacement fuel coato tor the aummer period, not 

10 the incluaion of th••· 

11 But I think the important point on that is 

12 beoauae it'e projection teatimony, it•a aubject to 

13 true-up. The ••tiaat~ actual ~•nt period that we 

14 are in right now will be the aubjeot of true-up 

15 tilin;a, true-up teatimony in bearing• in Auquat. The 

16 remaining period will be subject to true-up tu~her 

17 down the road. 

18 What we would auggest, of oourae, aa tar ae 

19 thie one outage aince it encompae~•• aeveral perioda, 

20 that a hearing on the recovery replao .. ent tuel coat 

21 be deterred until we know the conclusion of the 

22 outaqe,. eatabliah a bearing and then proceed aa we 

23 have in the paat. 8o I think that•• really the 

24 ••••nee ot both the legal an4 the practical 

25 conai~erationa that atten~ tully an4 fairly, bearing 
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1 the issues that relate to the nuclear plant cutag~. 

2 We want to eaphaaize that we are not asking the 

3 Coaaiaaion to make any permanent decision, that ~e 

4 at.ply want the opportunity to have due prooeaa till 

5 itaelf out and allow the company to present evidence 
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6 on the reaaonableneas ot the costs that ar• a!lsociated 

7 with ~e outa9e. 

8 We have a remainin9 issue that has to do 

9 with the GPIP testimony tor the upcoming projection 

10 period. That testimony was filed oriqinally -- and I 

11 think part of the explanation that Mr. Wieland gave 

12 also appli .. to this. Both sets of testimony were 

13 filed at exactly the same tim•· When it was filed for 

14 January 13th, that was a Monday, it was actually 

15 shipped out on Friday, January lOth, it was prior to 

16 tb• determination that the nuclear plant outage was 

17 qoin9 to be ext~nded throu9h -- into the fourth 

18 quarter of 1997. Realizin9 t hat that change had 

19 occurred, we contacted staff to ask their quidance as 

20 to the appropriate manner in which the nuclear plant 

21 should be treated for the purposes ot setting targets 

22 dur~n9 the Upcoming period. Obviously, if there were 

23 performance targets that were sat, since we knew the 

24 plant would be out, it wouldn't meet tbooe tar9eta. 

25 Both the GPIP impl .. entation aanual and the 
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1 9Uidance that we were given by staff eu;geote4 that it 

a vae the proper procedure in dealing with the target. 

3 and range• for the •~•r period to bavo the nuclear 

4 plant excluded. And there are eound reaeon• for that 

5 that may not be apparent on the ~~face. But leaving 

6 Cryetal River 3 in the GPIP for the eu.aer poriod not 

7 only eubjeote the plant to thoee performance oriter.ia, 

8 but then the plant • • actual perforaance for the eWIUier 

9 period enter• the databaee, a three-year rolling 

10 everage c:tatabaee, that • • ueed to project and eat 

11 targete for future GPIP periode. 

12 By putting in low performance -- no 

13 parforaance for that pario4 tt.a, it will lower the 

14 t&rcJete that will be eet for future GPIP period•. And 

15 that, I think, ie the underlyinq rationale for why you 

16 don't want unite that you know are going to be out to 

17 be eubjected to performance criteria during GPI!' 

18 perioda. And so we have followed the staff's 

19 9Uidance, subaittad revised testimony that was 

20 identical to the original tastiaony with the exception 

a1 of &bowing the nuclear plant out of eervice. And that 

aa concludes ay argument. 

23 ODI.IUIAa JOIDf80!fa You want to eave your 

24 laet five minute• for rebuttal? 

25 Ka. XoGBBI If I may. 
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1 CKaX~ JOBB80.1 Commissioners, do you 

2 want to aak quaationa now or at the and of all of the 

3 a~t? At the and? Okay. 

4 

5 

Mr. Howe. 

IIJl. BOW.a Thank you, Chairaan Johnaon, 

6 Coaaiaaionera. 

7 Back in July of 1996, Plorid3 Power 

1 Corporation received a midcouraa correction to 

9 increaaa ita fuel coat recovery . And in that 

10 commiaaion Order, which waa Order No. 96-0908, the 
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11 co-iaaion noted that tba oil pricaa bact increased by 

12 approxiaataly $2 a barrel. And the inoraaaaa price of 

13 oil, ~be effect on ouatomera vaa exacerbated by the 

14 fact that the refueling outa;a at cryatal River 3 had 

15 laated longer than anticipated. 

16 In its Novaaber tiling, ita notice of 

17 eatiaated true-up underrecovery, Florida Power 

18 Corporation stated that the oil pricea which are 

19 approximately $3 to $4 per barre l higher than 

20 forecasted. I did a little math looking at aome of 

21 the achadulea appended to Mr. Wieland's taatimony, he 

22 states i n hia prafilad taatiaony at Pa;a 8 that the 

23 nuolur fuel runa about -- he uaad the faa of .327 

24 cants par aillion Btu in hia acbadulaa, ao ~~at 

25 rounded ott to 33 cants par aillion Btu. Hoavy oil 
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1 OGata $2.70 per aillion Btu. It'• about 8.2 tiaaa aa 

2 IIUoh. On a per aeqavatt hour baaia, the co•pariaon of 

3 nuolaar fuel to heavy oil, heavy oil ia about 7.7 

4 tillea a a expenai ve. 

5 I point thoae number• out to you ao you can 

6 aee juat vbat an illpaot a nuclear outage baa on the 

7 fuel coats tor Florida Power Corporation. They are 

a enoraoua. We are tallcinq about real aoney coainq out 

9 of cuat011era• pockets becauae the unit ia not up and 

10 runninq, and ita loat qeneration ia baing replaced by 

11 very expensive heavy oil which, in turn, haa sean 

12 ai9ftiticant recant price inoraaaaa. 

13 Now, Florida Power corporation haa propoaad 

14 to aitigata the affacta of the onqoing outage by on 

15 the one hand aayinq that they are only aakinq for 

16 recovery for the current pariocS, •• they oall it, the 

17 october 1996 tbrouqh Karch 1997 pariocS. They are not 

18 acking for recovery for the pariocS April throuqh 

19 September 1997. They are alao pro~aing to recover 

20 the replac .. ent fuel coata over a one-year period 

21 inatea.cl of aix aonths. 

22 Tb .. e propoaala are co .. endable. They are 

23 laudable, but they are not evidence. Your notice of 

24 thia proceadin<J atataa correctly that thia proceedinq 

25 will be qovarned by the proviaiona ot Chapter 120 
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1 Florida Statutas. ~e AdJDinbtrative Procedure Aot 

a aasiqns a burden of proof to the party seekinq 
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3 ~firutive relief, that is Florida Power Corporation 

4 which desires to pass on replac-ent fuel cocts to i te 

5 cu-t0111ers. 

6 I've bad to familiarize myself with some of 

7 the changed nuabering and so forth in the revisions to 

8 the APA, but qenerally 120 . 579(H) aays findings of 

9 fact shall be based upon a preponderance of the 

10 evidence. 120.!569 says,, •The co-ission will base its 

11 decisions on an evidence of a type commonly relied on 

12 by reasonably prudent persona in the conduct of their 

13 affaire. • 

14 I would auqgeat that a reasonably prudent 

15 person while acknowledging that it'• nice that Florida 

16 Power Corporation is proposing to defer coat recovery 

17 for 12 aonths in~tead of six and it'• proposing to not 

18 ask for recovery for the period April through 

19 Septeaber 1997, that that's not evidence. A 

20 reaaonably prudent person would not say, well, qiven 

21 your conceaaiona, I'll f ind that the replacement fuel 

22 ooats you are askinq for are reasonable. 

23 I think thia Commission bas to decide it 

24 they are qoinq to vote today, they have to decide 

2!5 today whether the decision will affect Florida Pow•r 
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1 corporation's substantial interaat -- will determine 

2 their aubat&ntial interest, to usa preoiaa terw.a. I 

3 think the anawar is clearly yea. 

• If you qiva Plorida Power Corporation what 

5 it is aakin9 tor, will that acSvaraaly affect ita 

6 ouatomera? 'lba answer is yea. 

7 What avicSenca have they offered to you to 

8 d-onatrata that the raplac-ant fuel coats 1a not the 

t raaponaibility of manaqement, that it cannot have been 

10 avoidecS, that the nuclear unit is not ott line because 

11 of the voluntary aotiona ot the company? 

12 Now, wa haarcS Mr. Scardino say that ba 

13 diM9Z'a.d vlth the praaa release froa the NRC that 

14 aaicS they hacS taken ott crystal River 3 ott lin£ 

15 voluntarily on September 2, 1996. But you also heard 

16 bia say that his information was what he hacS been told 

17 within the company. Thera 1a another provision in the 

18 APA that says you cannot baas a tinc.Unq ot .tact 

19 exclusively on hearsay testimony. Wa are in an 

20 APA-type proceacSinq. 

21 Now, I'd aho like to brinq you baok to that 

22 aotlon I tiled. Wa heard Mr. Wieland testify that at 

23 the tiaa they tiled their testiaony, they didn't kn.,w 

24 that the outaqa woulcS axtancS past the April 1st start 

25 cSata tor the next projection period. 
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1 In our motion filed on February 3rd, 

2 Paragraph 3, Page 2, we etated, •The pre•• reported 

3 that PPC had announced on January 9, 199~, that CR-3 

f will reaain 8hut4own at leaet through the end of June 

5 1tt7.• That wae baeed upon an article we downloaded 

6 fro. the Internet on January lOth. 

7 The company choee not to reepond to our 

8 action, choee not to point out any dieagreeaent with 

9 our aeeertion that they had announced before they 

10 filed their teetimony that the unit would be ott lin$ 

11 well into the next projection period. I think you 

12 need to take that into eoneideration, alao . Aa I 

13 •~ted earlier, my poaition on the fact that the 

14 coapany had ohoaen not to reapond meant that this 

15 action ehoul4 be taken aa not aoot, but aa unopposed. 

16 When you look at the evidence before you, I 

17 think you are going to be hard-preaaed to find that 

18 you have a bae! e upon which to even allow the company 

19 to collect the replac .. ent fuel coste aseociated with 

20 the outage ot CR-3 even eubject to a tuture hearing. 

21 Becauae, a• the company hae proposed, they want to 

22 take that money from the customers, at least tor the 

23 eeven-aonth period, September 2, 1996 throuqh March 

24 1997. And then from their perapeotive, they'll aee tt 

25 we can qat it back. I would eugqeet that you don't 
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1 have any basi• consistent with the Adminiatrative 

2 Procedure Act to qive it to thell in the firat place. 

3 I'll touch upon a couple of thinqa that 

4 Kr. McGee raised. As far aa the preaumption of 

5 prudence for the oompany, that was tor them to 

6 d .. onatrate under the Florida APA, and they have not 

7 done eo. Aa far as whether we were clued into the 

8 fact that we ahould addreaa thia iaaue in teatiaony; 

9 no, we were not. 
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10 Mr. Scardino doesn't mention the outaqe, the 

11 current outa9e at CR-3, in hie prefiled toatimony. 

12 What he talka about is the fact that they incurrod 

13 aoM colt, heavy on~ light oil for replacement 

14 qeneration tor the nuclear unit. Whether those 

15 nm•bers referred to the extended refueling outage they 

16 had early in the April through September 1996 period 

17 or refer to the September 2nd through the end of the 

18 month'• outage, I hcnestly don't know. But there waa 

19 nothinq in that evidence to clue us that when that 

20 teatiaony was filed, that unit had been down for fully 

21 two and a half 110nths. And no mention was made that 

22 they vera in a current onuoing extended outage that 

23 waa 90in9 to have a very sit~nificant effect on 

24 cuato..ra, which is demonstrated by tbe fact tha.t 

25 heavy oil ooata eight time• what nuclear fuel costs 
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1 tor fuel adjustment purposes. And in the meantime, 

2 the cuatoaara are paying base ratea that include the 

3 nuclear unit, which is only justified being in rata 

4 base it it ia offset by lower tuel costa from the 

5 attioiant operation ot that plant at a high capacity 

6 factor. 

267 

7 So we had no opportunity and we had no 

8 evidence to confront. Moraove.r, it we had raiaad the 

9 iaaue, we would have put the company in a position 

10 where they ware making their caae in rebuttal. They 

11 have an obliqation to come forward and make a prima 

12 facie oaae before this commission. 

13 So I don't think we are talkin? about an 

14 unworkable standard. I don't think we are talking 

15 about any qreat difficulty. I think the company baa 

16 an obligation to come before you and ahow you what•a 

17 qoin9 on, to tell you what•• happening, to tell you 

18 these coata, and at least to allege that these 

19 enormous coats are not the responsibility ot 

20 managem•nt. Maybe at that point it would behoove 

21 aomabody, like our office, to come forward and say, 

22 •wait, this 1• complicated. Give us ~ima to davelop 

23 the issue.• 

24 But I don • t tbink the ooapany baa the rigbt 

25 to sit back and say, "We'll just touch it in a cursory 
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1 basis. We'll collect the money. And if there is a 

2 future hea~in<J, we'll see if the CoiiUiliasion orders us 

3 to give it back." 
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4 Under tbeae cir0Ulll8tancea, if the ColiUDiaaion 

5 ia qoing to achedule a future hearing, I think they 

6 should announce up front that the way thia iaaue baa 

7 developed, the coapany ahould not be entitled to any 

8 intereat on underrecoveriea. Thank you very auch. 

9 COMM%881a.IR D&aaOBI Let me aak a question. 

10 Mr. Rove, aa I take your arqwaent, part of the 

11 motivation or the baaia of the ar~nt really boil• 

12 down to who keep• the money durinq the interia period 

13 of tiae until a thorough review can take place in a 

14 eeparate prooeeding. 

15 IG it your position that who baa the money 

16 in any way change• the burden of proof or the standard 

17 that's qoing t o be employed either by this Commission 

18 or by an appellate court in looking at the final 

19 determinat ion ·of prudence? 

20 D. BOW.I No, not to the legal atandard. 

21 But I think you have a pre liminary atandard, and that 

22 1• not so auch whether you could order the co:~pa.ny to 

23 give the money back and they would obey that order, 

24 but do you have a baaia to allow thea to keep it in 

25 the tirat place. waa there a preliminary ahowinq, a 
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1 demonstration of likelihood of aucceaa, for example, 

2 to usa th~ atay of an appellate -- a final order on 
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3 appeal kind of atandard? Was there any ahowinq at all 

4 on the company'• part .that would give you some coafort 

5 u the r~lator to aay we're not aura, but w• think 

6 the company should be allowed to hold the aoney? And 

7 that, I think, ia a threshold daciaion. 

8 I have no probl .. with the fact the legal 

g atandar4 that would apply during the hearing, I think, 

10 would be the aama either way. But I don't think 

11 yqu•ve heard anything here froa witnesses or from 

12 arC)WMJlt froa the ooapany that would give you any 

13 comfort that you would be satisfying your legal 

14 obligationa to only allow recovery of expenses that 

15 you believe are prudent that would allow you to let 

16 the eo~~pany collect this money pending a future 

17 proceedinq. 

18 c:KaDDJf aOIDI&O•a Ma. Kaufman. 

19 u. DUI'IIAJI• Thank you, Chairman Johnson, 

20 CoJDJDbsionars. I probably won't take my full 15 

21 minutes. I would adopt what xr. Hove has told you, 

22 and I have soae additional coaenta that I would lilce 

23 to make. 

24 I think, as Mr. Howe nid, this is an issue 

25 that involves substantial dollara for the ratepayers. 



1 We have aoae tbinga that we know about what'• qoin; 

2 on, and ve have a whole lot of thing• that we don't 

3 know. 
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4 What ve are talking about bere ia a 

5 subatantial outage that involves Florida Power Corp'• 

6 low coet nuclear unit, aa Mr. Howe aaid, that ia in 

7 rate baae, and the ratepayer• have paid tor. We know 

8 the unit baa been down tor over five aontha. We have 

9 no idea when it's 90ing to return. We know very 

10 little about the reaaon tor tbe outa;e, except from 

11 what I've read, the outage aay be attributable to 

12 actiona taken or not taken by aana;eaent. We also 

13 know that th• r•placuent fuel costa th.at FPC wants to 

14 recover from ratepayer• are substantial, and that it'a 

15 the Cryatal River unit that•• contributing in the main 

16 part to thia aubatantial underracovery in thb period. 

17 Now, baaed on these facta, or maybe •ore 

18 accurately the lack of any facta, Power Corp wants to 

19 recover tbe replacement fuel coats with no ahowing, 

20 none, no showing that there's any justification tor 

21 th.. to recover, none. And I think that • a important 

22 to a.phaai~e. 

23 When xr. Wieland vaa on the s tand, ther~ was 

24 a lot of diacuaaion about how the coat would be 

25 recovered, what the time period would be, how 
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1 inoreaaea in rates would be 11itiqated, all baaacS on 

2 the aaa\Uiption that the coat would be recovered with 

3 no diacuaaion as to the reason of the outaqe or the 

4 reaaonableneaa or lack of reasonableness. 

271 

!5 rt • a •Y under•tandinq, practicing before the 

6 co.aiaaion, that in any inatanoe where a utility wanta 

7 to reoover aoney troll ratepayera, the utility baa the 

8 burden of proof to ahow the reaaonablen••• of their 

9 acticma, to abov the reasonableness of any 

10 expendi~ur•• that they are aeeking to flow through the 

11 ratepayera. And it' • al.so my understanding that 

12 that•• the aaae burden in a fuel adjustment procedure 

13 aa it 1• in any other prooeedinq that the CoJDJaiaaion 

14 consider•. 

1!5 Aa I said earlier, we don't have any 

16 ev14enoe . You don't have any evidence froa Power corp 

17 about thia ou~ge even though they have had ample 

18 opportunity to present it to you. So we would suggest 

19 that Power Corp haa not met their: burden of proof. 

20 We would alao sugqeat to you that it is not 

21 the intervenor•• burden to come forward and show, 

22 almoat prove a nsqative ahow that they have tailed 

23 to coae forward and aeet their burden. Initially, the 

24 burden is on Power Corp, and they have tailed to meet 

25 it. And ao, because we view this aa almost a 



1 threebold ieeue of burden of proof, ve would eugveet 

2 to you, aa Mr. Howe did,. that you have no baaia to 

3 allow thea to recover these coats; and we would ask 
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4 that you exclude these costa from the upcoming period. 

5 Tb•nJt you. 

6 OBAIJP.DII Jooao•• TbanJt you. 

7 D. llOGDt Ju.t a couple comment• in 

a rebuttal. 

9 I vas intriquad by a couent that Mr. Howe 

10 made that Mr. Scardino'• teatiJDOny, even though it was 

11 tiled in November, didn't ad4reae thie outage. that 

12 began in September. Ot course bia teati•ony ended 

13 vitb the period September 31st. But he indicated that 

14 the coats that were presented in this testimony, while 

15 not specific to that outage, covered nuclear outages 

16 in general. And it aort of illustrated , I think, 

17 that -- tbe quandary hia approach would place Florida 

18 Power in and any other utility in a eiailar situation. 

19 Whioh outage do we use, with perhaps aoae 

20 sort ot clairvoyance, to know ia going to be put at 

21 iaaua attar the testimony baa been filed? Aa he 

22 indicatod, there vaa a refueling outage earlier during 

23 tba.t period. Thera wae a abort forced outage. And he 

24 baa no concern about those not bein9 given the 

25 detailed explanation. But now that it baa been put at 



1 ieeue, ve ebould have bad that foreknovledqe 

2 apparently that that particular outage that began 

3 Septe•ber 2nd •hould have been treated differently. 

273 

4 'l'hat juet placu the company in an untenable po•ition. 

5 What the •ituation involves in thi• ca•e, and it 

6 relate. to a ca.aent that Ma . Kauf .. n aade, that the 

1 utility bae the burden of proof. 

8 Well, Florida Power doeen•t dispute that it 

9 baa the burden of proof, but it baa the burden of 

10 proof when coat• have been put at ieaue. We atart out 

11 with a preeuaption that aanaqeaent acte prudently. 

12 When that i• called into queetion, we acknowledqe that 

13 ve have the burden of proof goi~ forward and ebowinq 

14 that thoee coeta are rea•onable and prudently 

15 incurred, but we can 1 t be expected to anticipate every 

16 conceivable eingle thing that could come up when 

17 true-up teatimony is beinq filed. And certainly not 

18 when projection testimony ia filed which i• baeed on 

19 estimate• to begin with. 

20 I think that the approach that the 

21 commieeion baa conei•tently ueed in the paet when 

22 thea• i••u•• have been raiaed; they are ••t for 

23 hearinq, all coat• are made •ubject to refund 

24 depending on the outco.e of the hearinq, an4 the 

25 Commi•eion retain• juri8diotion over all r eplac ... nt 



1 fuel oo1t1, 11 thl appropriate procedure to be u.ed 

2 here. Thank you. 

CDIUAJI JoDso•• Let be me ask you a 

4 question because there appears to be some ~ontuaion , 

5 or I don't know it you all are talking over each 

6 other. In ay aind, and perhaps Public counsel will 

7 correot ae, there are two different issues. There's 

8 the iaaue related to the ooata and Whether or not 

9 those ooata were prudently incurred, but they also 

10 and I think Ma. JCautman -- they're kind of crafting 

11 out an argument as to what caused it in the first 

12 place. And if we were to make a determination that 
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13 IUUlaq ... nt imtffioieqciea or aana9ement actions caused 

14 this, we would never even get to coats; it would just 

15 be disallowed. 

16 And if that ia ao, if they are saying, 

17 Commiseion, there should have been some allegation, 

18 there should have been some statement that this 

19 shutdown was not caused by management and that didn't 

20 occur, how do you respond to that? How do you respond 

21 to -- it appeared to me you were toouainq in on the 

22 prudenay ~f the coats, and they seem to focus on the 

23 coats that lead to the need to have these costa. 

24 D. JIOGIII Right. And if I phrased it that 

25 way, I didn't intend to create that distinction. I 
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1 think we are talking about the aame thing using 

2 different terma. 

3 Mana(Jement prudence has been the standard 

4 that the Commission has amployed in the paat to 

5 determine whether coats can be recovered. 

6 CDIIUIUI JOD801fa Mana(Jamant prudence aa to 

7 what? 

8 a. IIOGDa Well, tor inatance, the 

9 distinction that'• been made in past oasea is that a 

10 finding of i•prudence, a diaallowance, has to be based 

11 on •anagament !~prudence as oppoaed to just the mere 

12 happenin9 of an accident, a failure, even to the point 

13 of reooqnizing that an aaployee error ia not a baais 

14 for di.allowance, that it haa to be a funct ion that 

15 management exercises, the decision making, planning, 

16 training, eatabliauent of procedure•, the things that 

17 are within the province of management. If thoae 

18 function• U"e imprudently carried out, then the 

19 COJIJiiaaion baaea ita disallowance on that finding. 

20 And what I have aaid about the testimony of 

21 Mr. Scardino ia that there is that initial presumption 

22 that the action• of mana(Jement involved in the 

23 incurrence of the coat that he identifiea in hia 

24 teatimony ia prudent. 

25 CJD.lJUG!I JOD80Jfr Maybe I vaa confused on 
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1 your analysis there, beoauae you cited to a case about 

2 the aanagement's acti on• are presumed to be reasonable 

J or prudent --

COIOII88IOlfD KIBSLI.Qa Could you give ua 

5 that cite again, too? 

6 xa. XoQIIa Yea. 

1 COMXI88IO ... KII8LI.QI It was an Ohio 

8 Public Utilities commisaion case, but I didn't qat the 

9 cite. 

10 xa. XoGIIa 'l'hia waa a u.s. supreme court 

11 caae . 

12 OOMK%88IaiBR •ti8LX.Ga I understand, but it 

13 arose out ot the Ohio commission. 

14 xa. XOOIIa Yea, that's correct. I'm only 

15 going to be able to give you the u.s. cite. 

16 COXXIISIOIWR KIISLI.Qa I don't care. 

17 XR. XoGIIa It's 294 US 62. 

18 CRAiaxaB 30BB&o•a So now were you using --

19 is that the complete cite? 

20 xa. MoGlia Yea, ma ' am. 

21 CBAIRXaa 30KI80Xa Were you using that as 

22 the legal authority to au;geet that then there's no 

23 need to .aka an allegation, that aanagement didn't do 

24 anything wrong in the tirat inetanoe because there'• 

25 some le9al presumption? So that in your pleadin9 
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1 there ie a legal preeumption that management acted 

2 prudently or --

3 a. MaGBia Well -- and I don • t know that 
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4 any ot ua would be particularly better aerved it attar 

5 every reference to a coat there waa aome boilerplate 

6 language that waa inaerted and aayin; • and thea• coeta 

7 were the reault ot prudent aanag .. ent ~ctiona.• 

8 Froa the atanctpoint ot Mr. Scardino tiling 

9 hi• true-up testilllony, the practical situation that be 

10 waa in is that that outage had juat bequn and it'• in 

11 the nature ot nuclear plant outa;eat they are complex. 

12 Florida Power ian•t in a poaition, certainly waan•t i n 

13 a poaition at the time, to tully collllllent on the cau••~ 

1~ and the iaplioationa that go along with that outage. 

15 When thHe have been looked at in the paat, there have 

16 been extenaive outage reporta, evaluation• that deal 

17 with a number ot criteria. Thoee have been aubaitted 

18 into evidence attar the tact , and it•a one ot tho 

19 thing• that auggeata the benefit• ot conducting thia 

20 kind ot review when all the tact• are known f rom the 

21 completion ot the outage. 

22 I juat don't think it ' • a reaaonable 

23 expeotation that Hr. scarcUno at that particular point 

24 could have gi ven the kind ot deta11&4 explanation that 

25 would have tully juatitied the recovery ot the outage. 
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1 Anythinq he could have aaid would not hove prevented 

2 the need aaauainq the iaaue vaa raiaed, •• it haa 

3 been, would not have prevented a need tor a hearing 

4 later on. Hie comment• could have, at best, been 

5 prelbainary. 

6 CB&I~ Joaaso•• so Public counael made 

7 just a broad atatement that there•• not even an 

8 alle;ation or a atat ... nt that the outage Wfta not 

9 caused by any aiaconduct of manage .. nt. And that ia 

10 true, there aren't any •tatuenta addruaing that 

11 iaaue at all. It'a your position that that'• not 

:&.2 necessary? 

13 a. KoGIIa I think that go.• to tbe !laart 
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14 of the preaumption. Mr. Howe want• to hold it aqainst 

15 Florida Power that it didn't state that there wasn't 

16 aiaaanag ... nt when, in tact, there 1• a preaumption 

17 that management 1• prudent. 

18 And aqain, 1: don't want to overatate that 

19 too aucb. I don't think that's the be all a.nd e.nd 

20 all, beoau .. that once put at isaua, I aqree that then 

21 it bacomaa the utility's burden ultimately to 

22 establiah that ita action• we~• prudent, but that we 

23 do avail our•elvas of that presumption at the outset . 

24 CBaiRMI. JOKWIO•a Okay. 

25 Let me ask Kr. Howe a 
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1 question. I believe Mr. McGee made a statement, if I 

2 understand him correctly, that there had been some 
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3 ei9ht previous proceedings addressing ~•placement fuel 

4 costa ot s ome sort. And that in each and every case 

5 the coat had been allowed to be recovered and tben 

6 there was a subsequent proceeding that looked at the 

1 p~ency. 

8 Are you asking us to deviate from that? And 

9 it you are, how do we reconcile those previous actions 

10 with what you are asking us to do now? 

11 KR. BOWBa I c~n•t dispute the tact of 

12 whether or not there'• been eight previous 

13 proceedings. Perhaps I've been doing this a little 

14 bit too long because I remember one ot them. I can 

15 remember one where we we.re having a hearing down in 

16 st. Pete, and I believe it was a tuel-type issue. But 

17 the company'• nuclear plant manager took the stand and 

18 provided testimony. I think his -- it I can 

19 paraphrase his language at the ti~e, which we found 

20 vary interest ing, it was something on the order of, 

21 not only was there nothing that the ooDPany did that 

22 was wrong, there was nothing the company could have 

23 done that would obligate them to be responsible tor 

24 the fuel costa. 

25 We challenged that, and that's what lead 
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1 into a very protracted hearing that , I believe, 

2 ultimately perhaps was the genesis ot drop teat weight 

3 case that went tor years before the supreme Court 

4 announced ita wiadom on the subject. 

5 So what I'm getting at ia it appears to me 

6 that in those prior cases there's been some pretty 

7 strong allec)ations by the company that what they did 

a was prudent, and it gave you soma basis to challenge 

9 it. In this particular case it seems to be, from the 

10 company's perspective, there's a presumption ot 

11 prudence. That would se&.'D to be the end ot the matter 

12 it it weren't challenged , it it really applied. But 

13 yet that preswaption ia going to go away 1t you 

u acbec1ule another hearing because I presume that the 

15 coapany is going to have the burden of proof in that 

16 future hearinCJ. 

17 I don't think under Florida's APA there is a 

18 presumption independent ot an evidentiary 

19 presentation. so maybe there would be a presumption 

20 it the company made well-founded allegations that 

21 management was prudent; but in the absence of that, I 

22 don't think so. 

23 We don't have so muoh problem with the 

24 future hearing to really dig into the i wsue. our 

25 concern is the company is saying just give ua the 
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1 money. Give ua the money until you aort it out. And 

2 I'm saying that is a pretty substantial decision to 

3 ask this commission to make on no evidence. And our 

4 view is that you can't make that deciaion under the 

5 Florida APA because it would be a decision to 

6 deteraininq aubatantial intereat adversely affecting 

7 cuatomers with no record of aupport. 

8 CCJDil88IOIID DDSOJfa Let me aak. There are 

9 a whole host of costs that have been included in this 

10 fuel adjustment proceeding -- let'• leave Florida 

11 Power tor a moaent -- other companies that have been 

12 preaented, and there was no isaue taken with them, 

13 there waa a •tipulation reached. And I would suspect 

14 that there were probably some coating included where 

15 the coapany didn't atate one way or the other whether 

16 thoae coata were prudently incurred or not, they just 

17 filed a fora •~y~nq, yoQ know, we apent X amount of 

18 dollars on coal, ana we are projecting X amount of 

19 dollars during the projection period. And those were 

20 looked at, reviewed, and they were either not taken 

21 issue with or it waa dete.rained that thoae were 

22 reaaonable. 

23 How do we reoonoile treating thoae coata 

24 that way when there waan 1 t a precise atatuent thot 

25 this waa a prudent manaqement decision to purcbaae 
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1 this coal at X dollars per ton? With this we are 

2 aayinq that the ccnapany haa the burden to ccae toward 

3 for each and every coat, every dollar of coat, to aalte 

• that aftiraative atateaent before there ia any baaia 

5 upon which this COIIJDiaaion can paaa those costa 

6 through the fuel adjuotment clause. 

7 D . BOWBI I queas I would answer by saying 

a !~licit in the position• we've taken ia the 

9 aateriality standard. Would a reasonl\ble company 

10 experiencing an event that cauaea their fuel chargee 

11 to thsir cuatoaera, just one event by that I aaan 

12 one plant being off line -- cause• to replace their 

13 fuel cos ta on their syate= in the retail juriadiction, 

14 if my math ia correct, to increaae by a• much aa $12 

15 million a month? Would a reasonable utility think 

16 we'd better ley something out for the Commission and 

1 7 for the partie• becauae thia ia a lot of aoney and we 

18 are going to be asking for it on faith pending the 

19 outcome of aoae future proceeding? 

20 Now, keep in aind the company didn't ask tor 

21 a future prooeeding even in their filings. They are 

22 just aaklng for the money. So I queas that would be 

2 3 the atandard. 

24 If the Coamission feels that a reaaonable 

25 unagement, a prudent coapany, would. coae forward and 
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1 tell you the deta.Ua aurroundin; one event that oaua•• 

2 as auch as $12 aillion per aontb, $350,000 a 4ay aore 

3 in fuel adjuataant ohar9ea, would you expect them to 

4 present soaetbin; to you before you would evan give 

5 them money on a conditional basis pen4in; tbe outcome 

6 ot a tut~e proceeding? 

7 OQMMTIIIOJID DD.IOJra Mr. KcGoe, what is 

8 yoUr position concernin9 the question of materiality 

9 and that havin; an impact on your obl19ation to m.ake 

10 an affirmative showinCJ at the very be9inning before 

11 any dollars are recovered? 

12 a. liOCIUa Well, I mean that, I queaa, 

13 aaybe rai... as aany qu .. tiopa aa I could answer where 

14 the materiality tbr .. hold starts and some issues like 

15 that. 

16 When Mr. Scardino filed his testimony, ~ .. 

17 had a 29-day outage that he vas dealin9 with, and I 

18 think the witness teatitied that the costa associated 

19 with that were in the vicinity of $12 million. I'a 

20 not sure whether that ia material or it's not. 

21 I CJU••• Mr. Howe is aayin; that even though 

22 that was only a 29-day outa9e within bia testimony, 

23 that there vera iaplioationa that went into the future 

24 and it would have been good practice had ~• just 

25 advised the Ca.aiaaion that aoaethin; aignitiosnt aay 



1 be ;oin; on bare. And maybe froa e preaentation 

2 atandpoint and with the benefit of hindaigbt, that aay 

3 have been tbe appropriate thinq. 

4 I think it abould be clear, though, that the 

5 colllliaaion baa not been Jtept in the dark about the 

6 ;oinqa on et the Cry a tal River nuclear plant. The 

7 csxtent of the outa;e, that • • been conveyed and 

8 diaouaaed with Staff, and the Coaiaaion baa been aade 

9 fully aware of that. But I don't think a claia for a 

10 diaallowance abould be baaed on critioiaa of a aanner 

11 of presentation that perbapa we ahould have been aore 

12 inforaative. aut the fact reaain• that no aatter what 

13 we would have put into that taatiaony, in teraa of the 

14 iaaue, the ultiaate iaaue of recoverabili-ty, wa could 

15 not have qiven you the baaia to ultiJUtely conclude 

16 that the aotiona of Florida Power'• manageaent waa 

17 prudent. We were at the aoat preliainary ata;ea of 

18 thia. 

19 so I ;ueaa we have aeparate iaauea here, and 

20 I think Mr. Howe baa now qot into a different issue, 

21 ia that it would have been better practice had we been 

22 aore fully inforaative in the testimony. And that'• a 

23 matter of jud;.ent, and be'a entitled to hia opinion. 

24 And perhapa we abould have done a better job. 

25 It doean•t take away froa the prudenc' that 
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1 ia pruaed for mana9ement, ancS it neecSa to be kept in 

2 a penpactive that exiatecS at the time. With 

3 bindai9ht we aee a lot of thin9•. At the time, that 

4 outage waa not achecSuled to go paat February. That 

5 waa all that was known by the witneaa at tho tiaa he 

6 preparecS hie teatiaony. 

7 So we are dealing with aoaaWhat of a aovinq 

8 tar9et bare, but in terma of the aore fundamental 

9 underlying iaauea, I don't think that thoae comments 

10 are really qeraane. 

11 COIIIII88IOIID DDSOKI Mr. Howe, let me ask 

12 you another question. Do you aee any distinction 

13 between a fuel adjustment proceedin9, which haa 

14 true-up aeehani... and interest proviaiona qoinq up 

15 and down, depencSinq on whether there ia an 

16 overrecovery or underrecovery, with periodic thorough 

17 investigation• as the need arises, with, aay, a 

18 classic rate oaae procasding where a company comes in, 

19 filea MPRa, haa burden of proof from Day One to 

20 demonatrate that they need an increase in their baae 

21 rates, realizing there'• no true-upa, there•• no 

22 refunds and thin;a of that nature? Do you aee a 

23 diatinction between those two baaic typea of oases? 

24 And if there 1• a cSiatinction, bow cSoea thae 

25 atteot what wa are trying to do here with the recovery 
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1 machan·iem as you argus it? 

2 Jill. •~• I (JUUS I have to eay I do He s 

3 distinction. The rate oaee, ot course, tits more 

~ clearly within the traditional: put en your case, get 

5 a tina\ order. When a final becomes final , it's all 

6 ever until you do tt again. And the fuel adjustment 

7 doe• have that ongoing nature. 

8 However, I view the ongoing nature as 

9 putting a special obligation on the company. The 

10 reason is -- I can't oita to you the oaaa, but it was 

11 once raiaed to the supreu:.e court. I think it was 

12 Justice Sundberg, wrote the opinion where basically a 

13 company eaid, •Hey, it'• too late to delve into th! a 

14 after the tact.• 

15 And the court said, •wait a minute. You' ve 
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16 been given a forwarcS-loaking rapid recovery mechanism. 

17 It's no place tor you to complain about the commission 

18 learning after the tact that something needs to be 

19 dealt with in detail." And having a hearing and 

20 really ~~iggering all the true-up provisions, that 

21 seems to impose a certain obligation on the company to 

22 come forward. It's too easy for things to just slip 

23 through the cracks in tbie type of a proceeding. 

24 And I gveee tbat ties back to what I wae 

25 saying about materiality. When you have one event 



1 have an enormous impact on your ouatomers, it should 

a trigger the requirement t o diacloae the circWilfltancea 

3 and at leaat .ake a prima facie showing of 
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4 reasonableness, becauae so much happen• ao fast in the 

5 fuel docket that we might not learn about it later. 

6 So I aee i~ aa being different, but I aee it 

7 perhapa aa iapoainq a duty on the utility, you know, 

8 to make reaaonable deciaiona about what it ahould 

9 diacloae in its tiling• in the fuel docket. 

10 COKK%88lOBBR DBABO•a Mr. McGee, do you see 

11 a distinction? And it ao, how doea that affect what 

12 force the --

13 D. XOOIIa Yeah. I think there are some 

14 diatinctiona, and I think it baa a large part to do 

1!5 with the routine nature ot the fuel adjuatment 

16 docket -- the fuel adjuatment proceeding• ever aince 

17 the Commiaaion adopted the projected fuel cost back in 

18 1980. 

19 But while Mr. Howe is correct that thinga do 

20 move taat, I thi nk it • a alae important to note that 

21 there are aoae safequarda that are built into thia. 

22 we are continually dealing with a -- I'm not sure I 

23 can describe tbia even adequately, but with a ro~ling 

24 18-month period. We are always in a current six-month 

25 period. We are always lookinq back at a prior 



1 six-month period and projecting forward to another 

2 six-month period. 

3 events that take place at any particular 

4 point in time have an opportunity to come to the 
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5 knowledge of interested parties through various means, 

6 thou~, testimony, discovery, all the way through from 

7 the time they happen through the true-up period. And 

8 we've had it happen on a number of instances where 

9 something comes up somewhat late, there isn't an 

10 opportunity to tully evaluate it. And when that 

11 happens, the Commission routinely reserves 

12 jurisdiction over that. It's deterred to another 

13 period, ao that there are mechanbu tl\ot are not only 

14 available to the Commission, but that they've used 

15 frequently to deal with the tact that there are a lot 

16 of dollars passing through , a number of clauaos and 

17 events do take place quickly. 

18 I think the Commission was very careful in 

19 the way it designed the fuel adjustment procedure to 

20 make aura that there were safeguards. Satequarda like 

21 the interest on true-up so that neither the customer 

22 nor the utility is affected by regulatory lag. I 

23 mean, it'• a very efficient procedure. 

24 And what I think we have been saying here iw 

25 that the procedure has worked well through the past, 



1 inolu4inq the evaluation ot coaplioata4 outsqee, like 

2 exiets with the oa•• of nuclear plants, and that 

3 that's the procedure that we abould continua 

4 followinq. It's proven itself. It's worka4 vall in 

5 the past, and that' • the procac1ura we ouqht t.o 
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6 continua following hare. At least I haven't bear4 of 

7 anything that sugqasts that all of a sudden ao .. thing 

8 is broken an4 we need to go a 4ifferent way. 

9 COKM%11IO.aR DBaBo•• That. rai••• another 

10 question. Kr. Howe, you realize how thinCJG have been 

11 done in the past and you want things dona a certain 

12 way for this particular oaaa because of the 

13 aiqnificanoe of the dollar• in queation. Is that a 

14 chanqa, in your aind, fro• what bu bean dc;me in the 

15 put? And if ao, 1a that a change in the rulea ot the 

16 gaae, ao to apeak, in midstream and would then be 

17 unfair to the participants in the docket? 

18 xa. BOWII Well, I hate to be kind to the 

19 company, but I have to aay right now I really don't 

20 know. And the reaaon I'm saying that is I'm trying to 

21 picture tba prasantationa, for exaapla, that Florida 

22 Power ' Light has aa4a in the paat and so forth. 

23 I ae .. to recall that generally wa were 

24 apprised uP front in the prafilad taatiaony an4 so 

25 forth. But without qoing baok an4 checking, I can't 
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1 aay that it'• a change. I can tall you that, I think, 

2 we telegraphed with our pleading that we thought thia 

3 was real unusual. Everybody in the world eeau to 

4 Jtnow that cry a tal River 3 waa down on Septeabe.r 2, 

5 1tt6. Everybody aaau to know it'• probably not 9oing 

6 to be on line in 1997 barring aoae change. No 

7 evidence at all on the aubjact. 

I I can tall you, I waa aurpriaad. And 

9 whether that aurpriae waa baaed upon acme perceived 

10 difference from prior filing• by other companiaa, I 

l1 oan•t cite to you, I can ju• t tall you I found it vary 

12 unueual the way that thia caaa waa praaanted. 

C<*ICIIIIOJIIR DU..OXI Kr. MoG••, do you know 

14 if there have bean, in theaa other instance• where you 

15 rafaranoad tbara baing a recovery of dollar• and there 

16 baing a aubeaquant proceeding to look at tho•• dollar• 

17 in detail, do you know if there wae any ahowing 

18 vhataOGvar at the beginning of that recovery period to 

19 aake a preliminary showing of the reasonableness of 

20 those dollar• before those dollar• ware allowed to be 

21 recovera4 and before the aubeequent in-depth 

22 prooMciincJ wa• held? 

23 a. •oGnc In the raoearcb that I've done, 

24 I found one inatanca with Florida Power • Light where 

25 an outage, a particular out•ge , waa identified. It's 
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1 ay underatanding in that particular caae that there 

2 had been an iaaue related to that that had come up 

3 durinq the prior procee4inCJ -- the aix aontha before 

' ia what I'• aayinq -- and waa followed up in aome 

5 true-up teatiaony that apecifically identified an 

6 outage. In every other one, all the Plorida Powera, 
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7 the r ... inder of Florida Power ' Light'• -- and I will 

8 quality thia not to try and be clever, but baaed on 

9 the reaearoh that we•ve done. We have quite a bit of 

~o extenaive inforaation -- we have not found any other 

11 true-~ information that apecitically identifiea and 

12 attempta to juatify the reaaonablaneaa of a particular 

13 nuglear outa;e. 

1' COKI%1110 ... DZIBOBa What about projection 

15 taatiaony? You aaid true-up teatimony. 

16 a. 1!00••• Yeah. In other words, if you 

17 vera qoinq to expect it, I would think that'• whe.re 

18 you would find it. In the projection teatiaony --

19 well, I aean, if it'• a torced outaqe, I mean --

20 CC*JitiiiOJID DIIUOJia I • a tallcing about in 

21 thia aituation where they're -- I know you are not 

22 aaking tor it, but auppoa• you had been aa.king tor 

23 recovery on a projected baaia aa well, knowing that 

2' during -- at the atart of tbe projection period the 

25 plant waa out and would be out for the entire 
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1 projeotion period or a aiqnitioant portion thereof, in 

2 that •ituation, would that •ituation ever occur? And 

3 it •o, waa there taatimony on the front end indicating 

4 that the outage was not the fault of ma.nagemant and 

5 that thoaa dollara ahould be recovered on the current 

6 baaie? 

7 D. IIOGUI Couia•ioner, I honeatly don't 

a knov that I •ve aaen caaea like that. I can •ay in the 

9 caae• be~ore the couia•ion on nuclear plant 

10 inva•tigationa, I have not aaan any projection 

11 tutiJiony like that. 'l'o be hone•t vith you, I 

12 toou••ed on true-up te•timony. 

13 CDDD• JOJDiaOIIt Staff, are you aware of 

14 any? 

15 JUl. JOIDriOJia Are we aware of ca••• where 

16 there vaa detailed teatiaony with reapect to the 

17 projection period? 

18 CD.XJUDJI JODaOJII Either. Let'• atart with 

19 the true-up. Preliminary abowing ot reaaonablanaaa. 

20 u. JODao•a 'l'ha moat recant oaee that 

21 come• to aind tor .. i• the Florida Power ' Light 

22 st. LUoie outage. statr raiaed that aa an iaaue in 

23 the J'e~ 1996 bearing. The 1aaue va• deterred. 

24 And ay reoolleotion 1• there waa not any teatimony by 

25 Florida Power ' Light in February. But in Auquat they 
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1 did fila tastiaony and that issue was addressed at the 

2 AUgust hearing. 

3 CDXRIIU JOJDISO•a So that in their initial 

4 filings, they did not present anything. Is that what 

5 you're saying? 

6 xa. Jouso•a There were no details. And I 

7 guess what staff is considering is the tact that in 

8 this filing, Florida Power corp did at least make 

9 mention of the tact that it was an outage. It was not 

10 something that they attempted to hide from st.atf or 

11 the parti-. There was no detail testimony. 

12 And my recollection was that Plorida Power ' 

13 Light did not have detailed testimony as well. 

U cmaiiDII JODIOlll Any other instances? 

15 X8. JOS.IO•• None that I'm aware of, but 

16 Mr. Elias may comment on it. 

17 xa. BLIAII Madam Chairman, Mr. McGee -- if 

18 I could ask Hr. M~e a question. 

19 The instance that you spoke of, was that the 

20 P,P&L Turkey Point outage circa in 1989 and 1990? 

21 xa. MoGlia The one I'm referring to is a 

22 recent one. And I think it's the one that Ms . Johnson 

23 referred to. I did find a Turkey Point related 

24 outage, true-up testimony for that out&ge that was 

25 silent on the subject. 
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a. m.tua I remember a representative troll 

PP'L at the 1990 fuel -- August 1990 fuel hearing, I 

believe it vae, giving some testimony about what vas 

going to happen or what was happening with a unit that 

was with a nuclear unit that was out of service. 

But a• to how it relatea with the timing of the outage 

and which teatimony, whether it was true-up or 

projection, I just don't have that in the front ot my 

brain. I would have to go baok and look at the 

transcripts and see what we were dealing with. 

But I do remamb3r teatimony on exactly what 

activities were taking placee and I believe the 

outaqe, if it vas not ongoing, was scheduled to begin 

ahortly; and it was a case of a unit being out of 

15 service tor a year or more. 

16 ~ Jox.so•a What about commissioner 

17 Deaaon•s general quaation as to the procaas, one where 

18 we would require a pr~liminary showing of 

19 reaaonableneea -- and that•• juat ~hat I'a calling 

20 it -- ot 2anagemant•a actions being initia~ed -- wall, 

21 being required at the front end? If we ware to make 

22 such a ruling that they di~ bava that obligation, is 

33 that a ohanqe in rule or a change in policy from 

24 Btatt '• parapect1va? 

25 lilt. IILIUa And I think it • a a quaation ot 
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1 what you are deciding ia reaaonable •• tar •~ whether 

2 it'• the reaaona tor the outage or the costa that are 

3 goill(J to be inaurred. 

4 

5 the outaC)e. 
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6 a. R.IA!U Trac1itionally, i .n my experience, 

7 which ia not as extensive aa aoae of the other people 

8 in the room, eo they may wish to have an opportunity 

9 to add to what I say, prudence reviews of nuclear 

10 outages, and the reaaona therefor, have taken place 

11 after the outa9e was concluded for reasons of judicial 

12 eoonoay, not gettinq into a situation where you are 

13 tl")'iDC) to develop • nu•Mz' and the ait:uation was still 

14 Ofl90ing. 

15 Frequently, in past nuclear outaqea we•ve 

16 gotten into issues where there waa an accicSent that 

17 caused the outage that could have been fixed in X 
18 clays, but it wa:a more coat effective to take care ot 

19 needed maintenance that waa going to occur in a 

20 aubaequent perio4 anyway aa part ot that outage and 

21 incur those tuel costa now rather than waitinq. so aa 

22 to the reasonableness ot the causes tor the outages, 

23 in my experience, it•• taken place after the outaqe 

24 was concluded. 

25 I believe that the utility has some 



1 attiraativa obligation to show that its projection 

2 tiling• are reaaonable. Now, whether that mean& that 

3 the rea«on that the replacement fuel coat• are being 

4 incurred i• one perapective to take or as to wheth.u-

5 or not it juat extend• to whether the number• 

6 themaelvea aake actual aenae in term. ot what'• going 

7 to be 1nourre4 by the coapany in the next period is 

a another parapaati ve to take. 

296 

9 And I heretofore had alway• been operating 

10 under the aecond, that we were looking at the tuel 

11 projection• in terms ot whether or not this waa what 

12 wu likely to occur, knowing tull well that the 

13 prudence va• going to be dealt with attar the period 

14 vaa cloaed. And that'• absent ao•e •p~citic 

1!5 information up front that•• brought to the ColiiJDisaion 

16 or the Staff'• attention that the utility is doing 

17 ao11ethinq imprudent. 

18 aKa%~ Jo .. ao•• What you ju•t •aid, statt 

19 kind ot applied or the Commi••ion haa applied a 

20 pre•umption, becau•e you just •aid ab•ent •oaeone 

21 ccainq up telling ua otherwise and we pre•uae --

22 a. U.lUt And I don't think it ha• a 

23 pre•uaption ot prudence. It anything, it ha• a 

24 preauaption ot reaaonAblene•• aa to exactly what a• 

2!5 to the e~en••• that are goint to be incurred , not 
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1 whether they are prudently incurred. And it would be 

2 up to someone at that point in time to aay, you know, 

3 they projected light oil to be $60 a barrel and $30 ia 

• a aore appropriate price and they ehouldn't be 

5 recovering thia money from the ratepayer• over thia 

6 projeote6 period because they are not qoinq to incur 

7 thoae kinde of coats. 

8 OllaVUGJI JODIOJfa And that' • aaying 

9 preauaption ot reaaonableneaa aa it relate• to cost 

10 alao relat .. to the action• of aanaqoent to coat? 

11 xa. ~1&81 I didn't tinieh reading thia 

12 caae yet, and I think the context ia not necoeaarily 

13 anal09oua. 

There'• other aidea to that. The utility 

15 baa the affirmative obliqation to dnonatrate by a 

16 preponderance of the evidence that ita rates and 

17 charqea are reasonable at some point in time. 

18 We bed a caae where the Comaiaaion -- about 

19 10 year• ago Where there waa no one but the company 

20 otterincJ teatiaony, the Commission choae to reject 

21 that teatiaony, and that action waa upheld by the 

22 Supr ... court. 

23 But aa to whether or not there'• a 

24 presumption ot prudence that appliee to the 

25 reaaonablen••• of the company•• projection• baaed on 
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1 what•• in the Weat Ohio versus Ohio PSC case, I'm not 

2 ready to offer an opinion on that. 

3 MD"IGII JOJDIIOJU llr. Shreve. 

4 a. IBJt.JrVIa If I aay, Madaa Chairaan. 

5 CC.IIIIIIOIID UULDfCia Wculd you puah your 

6 button firat? 

7 

8 

a. aD.B'IBa I'm sorry. 

COIKI88lOIBR KIIILI.QI It's going to be the 

9 re•edial courae for you again. 

10 a. .....,.., It went the wrong way. Just a 

11 couple of c~nta. With regard to what 

12 co .. iaaioner Deaaon•• question about the difference in 

13 this and regular ratewakin9, of course there ia a 

14 difference. There 18 e give and take in the fuel 

15 adjuat.ent charge wben there is an underrecovery or an 

16 overrecovery. 

17 A8 you know, the companies endoraed the fuel 

18 adjuataent recovery clause we have now, and it seeJU 

19 to work well. There haven't been a great deal of 

20 problema with it. But I don't think there'• anything 

21 in there tnat ia going to say that always the burden 

22 of payinq the money out of the pocketa from the 

23 customer into the company is going to be a 

24 requireaent. That wasn't what anybody ever thought in 

25 teraa of. I don't even think there'• any precedent 
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1 that would ever come up with that. Just the tact that 

2 compani .. have been allowed to recover it an~ then 

3 have the opportunity to qet it back to the customers 

4 at some tiae in the future with another hearing would 

5 really even coae close to saying that. 

6 The protection that you are alludinq to and 

7 that is there qoes both ways. It the company does not 

8 receive this money at this point because they have not 

9 come torth with one scintilla ot evidence that would 

10 show that it is not their responsibility, then they 

11 are protected in the tuture. 

12 Why does that protection always have to go 

13 the other way with the customers paying the money up 

14 and then the company beinq able to recover it -- I 

15 meant with the oustoaera beinq able to recover it and 

16 they have it in their pockets? That burden should not 

17 always be borne by the customer it you've got 

18 protection that actually goes both ways. I think 

19 that • e the way the tuel adjustment clause was seen. 

20 And the companies were pertectly willing to go alonq 

21 with that. It tbere was an underrecovery or an 

22 overrecovery, it works both ways and not that the 

23 burden will always be borne by the customers, not ~o 

24 the tune ot $102 million. 

25 As to the point -- which I diaaqree with 
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1 Mr. McGee -- on the fact of presumption of management 

2 actions being prudent, but let's say be's right. What 

3 management actions are we talking about? Have they 

4 told you whAt management actions that they have even 

5 taken? What are we talking about? What is the cause? 

6 We don't even know, and you don't know. Are 

7 you going to accept the faot that aanagemont aotiona 

8 that you are not even told what they are, are prudent? 

g I don't think any case ever went that far. That•a .the 

10 on.ly comments. Thank you very much. 

11 CHat••.- JOBBSO•a Any other questions? 

12 CODIIIIOIID onso•• Yeah, I have a 

13 question. Mr. Howe, what is your position on the 

14 cogeneration contracts of 

15 xa. BOIWI Well, my position simply was ~at 

16 the company should not be allowed to recover coats 

17 that have not yet been approved by the C011''"'1 i r-~' on 

18 through policy rule or otherwise tor recovery. If and 

19 when the eo.miaaion approves recovery, they oan start 

20 recovering thoao coats. 

21 I believe the company is of the aind that it 

22 that happens, than they could recover back with 

23 interest. I don't think that's true either. I say if 

24 the Commission should approve these buyout s in the 

2S future, from that point forward , the company can 
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1 recover the coats, period. I think it'a a prospective 

2 thing, and I don't think there would be any interest 

3 assignable to the tact that the company chose to book 

4 it in its recorda at an earlier date. 

5 CDTlUIUI JODBO•• Any other questions? I •m 

6 going to look back through JAY notes. 

7 Florida Power corp, with reapect •o the same 

8 question that was just asked ot Mr. Howe, what was 

9 your rationale or your reaaonin9 tor reaching the 

10 conclusion that although the commission had not yet 

11 approved those coats that they should be recoverable? 

12 xa. XOGIIt Well, really, I que•• the way I 

13 looked at is that the position that Mr. Howe was 

14 advocating waa sort ot the exception. We have costa 

15 that are incurred routinely that aren't -- and I'm 

16 talking about routine type of coats that we incur that 

17 aren't specifically approved. And maybe this goes 

18 back to some other ia•uee we've been talking about 

19 this morning. It something comes up through the fuel 

20 adjustment proceeding in this case through a separate 

21 docket that will be considering these, it causes those 

22 costa to be •ubjeot to C0111Diaaion scrutiny and then 

23 disapproved, then we already have a mechanism that is 

24 in place deaiqned to deal just with those kind of 

25 situations, the true-up provision, even to tha ?Oint 

WLORIDA ~VBLIC 81RVICI COKM%8810. 
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1 ot pro~idinq interest eo that everyone ia made whole. 

2 And one of the important point• in tbb one 

3 ia we are talking about ccata that have been actually 

4 incurred, money paid out, out-ot-hand, and the 

5 co .. iaaion•a proceeding• in the two related dooketa 

6 dealing with Lake Cogan and Paaco Cogan will be making 

7 a 4eciaion ahortly on that, and we have every ability 

8 to recognize the coamiaaion'• decision ahould it be 

9 aomething other than approval in dealing with those 

10 coats in future true-up proceedings. I just think 

11 it'• designed to handle coata exactly this way. 

12 caa%axa. JOS.IOWt Staff, do we have any 

13 precedent in thia issue? 

14 xs. JOKIIOWI I'm not aware of any oases. 

15 And it'• my understanding, particularly in the 

16 conservation arena, that the eomaiaaion had said 

17 unleaa a program ia approved, that it'• inappropriate 

18 to recover the c~ata until that program ia approved. 

19 However, I note, and I thinlt the witne•• 

20 aentioned this in his testimony, that with respect to, 

21 I believe, Issue 14A, the parties bave atipulated to a 

22 recovering coata which have not been approved by the 

23 eomaiaaion. ~1at ia the converaion ot their unita 

24 from gas -- from oil to gaa. so to the extent that 

25 that represent• -- it doean•t repreaent precedent, but 
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1 it'• aoa.tbinq aiailar, and it'• aoaethinq, if I 

2 recall, Public Oounael took no poaition on that 

3 particular iaau,. 

4 COKM%1110 ... DBASOBI But waan•t there an 

5 alleqation they'd be no recovery of dollar• up to the 

6 aaount of aavinqa or aomethinq alonq -- that there waa 

7 really no riak upon the cuatoaer? or aa I qettinq ay 

a iaaU.a oontuaed? waan•t there a deaonatration of the 

9 coat-effeotiveneaa of thoae converaiona? 

10 0. JODIOBI That t a true. 

11 COMMI88Ia.KR oaaao•• okay. 

12 0 . JOJIIIIOJII Yea. 

l3 CDUQ• JODIOXI ~y other queationa? 

14 seeing none, Staff, wh!lt'a the next atep? 

15 xa. JOBXao•• The noxt atep ia to vote on 

16 the iaauea. 

17 If I aiqht, it•a juat aoaethinq I wanted to 

18 a4d while we vera atill on the record. With raapeot 

19 to the fuel adjuataent proceeding• that -- and I 

20 notice that nona of the parties made mention ot thia 

21 supreme Court deciaion, but it waa the Gulf Power 

22 varaua Florida Public service Commiaaion which ia 

23 called -- I quaaa known aa the Maxine Mine caae, in 

24 that aaae the supraae court aaid tbat th• fuel 

25 adjuataent proceedinq is a continuous proceeding. And 
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1 ill tlaat ca•• they •aic! th.at it va• appropriate for the 

2 cowwtaaion to order a r otund vban it aade a 

3 cteteraination that unaqaent bad acted imprudently. 

4 And that c!ateraination va• aacte aany yaar• after the 

!S co•t•, in fact, had been recovered. So that there i• 

6 preoadant for What &taft 1• racoamandinq, and that 1• 

7 to recover the co•t• •Ubject to retuneS in the true-up. 

8 But we are ready to proceed with our 

9 raco.aan4ation on the i••u••· 

10 OBariK'• JOKRIO.r Ca.ai••ionar•, c!o you 

11 neect a brealc, or do you want 

12 COIIII%811011D KIULDIGr Wall, I want to read 

13 the Walt Ob1o ca••· 

14 ClmDK'• JODIOIU Do you want to take a 

1!S lunch braalc or do you want to -

16 COIOO:S8IO-.a KIULI•Q r But I don't want 

17 to -- if you all are ready to qo. 

18 CBal~ ~aa.ao•a oh, no. 

19 OOKKIIIIOIW& KI81LI.Qa I mean, I naec! a 

20 little bit of tiae to look at aoaa of th1•. 

21 ca.~ JODIO•• Well, that•• qreat7 it 

22 will qive Sta~f aoae time, too. 

23 OC*fl'IIIOIID u•ILDCJr If that'• 

24 accapt:Ula. I'd U.ka to ju•t taka an hout·? 

2!S CIRD,... JOmriO.r Yeah. We are qoing to 
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1 break until 2:00, break tor lunch, give Staff ~n 

2 opportunity to further think through the ieeuee and c:lo 

3 the .... tor the co.aieaion. 

4 ('l'hereupon, lunch reo••• waa taken at 

5 1:58 p.a.) 

6 CDI&%ItDII 30D80Jia We're going back on the 

7 record ~ Statt. 

8 u. 30JIIIIOJU Chairaan Jobnaon, earlier you 

9 aalted a queetion with respect to whether or not the 

1'l Coaaieeion hac:l ever approvec:S the recovery ot expenses 

11 that it hac:! not previoualy approvec:! anc:! that was in 

12 relation to the Lake and Paeao eettlament paymenta. 

13 Staff baa tounc:! one inetance when thie c:Sic:! 

u occur. We are hancU.hq it out right now, and it'• from 

15 a 1993 tuel orc:ler that waa iaauec:S. The Orc:!er No . ie 

16 PSC-93-0443-POF-BI in DoCket No. 930001. And in that 

17 inatance it etatee that Floric:Sa Power ' Light woulc:! be 

18 allowed to recover $2. 5 million in payments to the 

19 Depaitaent of Energy tor coat of the decontamination 

20 anc:S c:Seoommieeioning of the OOB'a uranium enrichment 

21 planta aubject to refund penc:!inq our decieion on the 

22 ieaue in Auquet. 

23 OOMX% .. 10 ... KI&ILI.QI Wait a Jlinute, I'm 

24 contused. Where ie that on here? 

25 u. 30KWIO•• We only hanc:Sec:l out the paqe. 
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1 It's on what's noted as Paqe 5, which ia the lett-hand 

2 aide ot the dOCNJDent at the very top. It beqina with 

3 •The follow! nq iaeue,• whi ch ia the firat full 

.& paraqrapb. 

5 COKK%88Ia.aR KIBSLI.Qa Yeah. It aaya that 

6 it baa been deferred to the Auguat fuel proceeding. 

7 U. JOIIIIIOJfa But it you read dmm to the 

8 very next aentence, it •aya even though they deterred 

9 the iaaue, they would allow Florida Power ~ Light to 

10 recover ita payaenta in thia fuel hearing, which waa 

11 the February fuel hearing, aubject to refund pending 

12 the Ccmaiaaion •-• decision on the iesue in Auquet. 

13 Baaentially, thia is the treatment that 

14 Staff ia recommending _in our poaition on the isauee 

15 with r .. peot to the Lake and Paaco aettlement 

16 payaenb. 

17 

18 mattera? 

19 

cnrauJR• JOJIII80Jia Any other preliminary 

0010118810 ... DBUOBa Let •• aak a queetion. 

20 Do you recall in thie instance concarninq Florida 

21 Power ' Liqbt whether there had bean any demonatration 

22 in tha tor. of taetimony or arquaant concerning the 

23 neceesity ot that payment to DOE? 

24 xa. BalSa commiasionor Daaaon, it I 

25 raa•mber correctly, tho•• amount• ware included in 
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2 years, I 111 trying to remember back. And I believe 

3 Staff raised it as an issue that they ahould not be 
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4 included becauae they ware projected amounts. An~ it 

5 was subsequently determined that they would ~ allowed 

6 to recover thea subject to the co .. iaaion'• final 

7 decision. And we requested additional information 

8 between the Pe.bruary and the August hearings on 

9 whether or not they were appropriate tor recovery 

10 through the clauae. 

11 I don't remember whether or not they were 

12 specifically identified in testimony. My recollection 

13 1• they were inclu~~ in their projection schedules. 

14 There may have bean mention of them in the testimony, 

1.5 though. 

16 OOKKXIIIOXBR KIBILI.Ga Well, ~et me get 

17 aoae further clarification on that. Since we only 

18 have two pages, it's a little difficult. Was the 

19 payment of costa tor decontamination and 

20 decclllaiaaioning to DOB aoJDething that DOE had ordered? 

21 How cUd it co .. about that they had to make paYJDanta 

22 of acme sort? 

23 u. BU8'1 It was a paYJDent that DOE had 

24 required, and the utilities included it in their 

25 projection fil i ng as a lUJDp aUJD payment. 
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1 If I remember correctly, Statt did not 

2 believe there was enough information available at the 

3 ttae for ua to aay, yea, it waa appropriate for 

4 recovery throu9h the fuel clause. we a lao were 

5 concerned tbat they were going to recover a cost tltat 

6 t.1w C01Dllliaaion had not specifically determined waa 

7 appropriate for recovery, but they were including it 

8 in their projections. And that waa our concern with 

9 it. And tt.e issue was resolved by allowing them to 

10 recover it baaed on the commiaaion•a final 

11 determination in Auquat that it waa appropriate. 

12 CC*III8810iflll KIBSLI.GI Okay. 

13 CBaiJ.a. JOKI80BI But you mention that in 

14 thia particular eaae Staff waa concerned that the 

15 eoaaiaaion had not approved tbe particular costa . 

16 xs. aaasa Yea, and that it was included in 

17 the projections. And I think there was soue timing 

18 concern about whether it would be paid during one 

19 aonth of the projection or another month of the 

20 projection. It slowly comes back aa I think about 

21 this. 

22 But I remember we had concern• that it bad 

23 not been specifically apFroved by the Commission, and 

24 the utilitiea were not exactly aura when it would ~, 

25 paid during the projection period, but tbat it would 
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1 be paid aaetime durin9 that aix m.ontha. 

2 And maybe M.r. McGee can help me out because 

3 he was here then, too, doing this. And our concern 

4 waa not havin9 specific approval for recovery throu9h 

5 the clauae and that they weren't aura exactly when it 

6 would be paid during the projection period. 

7 CCIQIIHIOJID JtiULIIICII But if I underatood 

8 your answer to my queation just a minute a9o , it waa 

9 at leaat a payment that they were going to have to 

10 sake to DOE and that waa the juatification tor having 

11 aomething in there. 

12 u. ausa Yea. It waa a payment they were 

13 goin9 to have to make, yea . 

14 CB&XPKAII JOBMBOIII And in thia inatanoe it's 

15 a coat that•• been incurred, but we•ve not d etermined 

16 whether or not they will be able to recover thoae 

17 costa. 

18 u. BU8a It waa a coat tbat they were 

19 going to have to pay, and it was a projected amount. 

20 CBaiitDII JOD&OIIa In thb instance. In 

21 thia case. 

22 D . 8Uia Oh, I •m aorry. 

23 c:&AIIUiall JOD80)ll In thia c aae we are 

24 dealin9 with a situation where the costs have alrea~y 

2!5 been incurred. 



1 U. BUll Some ot thea have been incurre~ 

2 and eo.. will continue to be incurred on an on;oin9 

3 ~ie, not only in the next eix-aonth period, but in 

• the following eix month• and on until total recovery. 

5 CCMIII88IO .. &IIILIIIGI But it we look at 

6 the contracta reqarding the Lake and the Pasco, they 

7 have not occurred yet, they have not gone to the 

8 coaai••ion yet, there 's been no approval tor those 

9 buyout• yet, ri9ht? 

10 ... aalll The co•t• have been incurred. 

11 'l'be approval tor recovery of the•e aaount• through 
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12 tuel adju•taent and the •pacific amount• have not been 

13 approved. Very •1milar to these co•ts that we are 

1• talkinq about in this '83 -- or '93 Order that stat! 

15 was not convinced that those cost• were even 

16 appropriate for recovery through the clause because we 

17 did not have sufficient information that recovery 

18 through the clause was appropriate. 

19 CDIIUGUI JODIO.I Okay. Any other 

20 preliminary matters? Did legal Staff have an 

21 opportunity to review the case that was cited by 

22 Florida POwer Corp? 

23 u. JODIOJit Yee, we did. The case 

2• involves a rate case tor a 9•• company. And as part 

25 of the rate oaee, with reepeot to unaccounted tor gas, 
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1 the Company bad reported this on their books at a rata 

2 of 9t. The commission, though, the Ohio co~ission, 

3 in ita rate case determined that it should be ''· 

4 There really vas no basis, apparently, in the record 

5 tor that redu.ction of 2t, and the court said that the 

6 presumption of correctness that gives aid 

7 controversy of thia order to the books of public 

8 aervice corporations was confirmed in this instance . 

9 Later on in the order, it makes reference to 

10 a second item which the Commission, the Ohio 

11 Ccmaission, bad reduced with respect to the expenaos 

12 incurred in procuring new buaineaa. In that instance 

13 the company bad requested $12,000 per year. The 

14 Coaaission allowed them to recover $5,000 per year, 

15 but the case states that there was no avidence in t .ha 

16 record to support that $12,000 was imprudent. And it 

17 goes on to state that in the absence of ~uch a showing 

18 of inefficiency or iaprovidence, a court will not 

19 substitute their judgment for theirs, meaning the 

20 business managers, as to tha measure of a prudent 

21 outlay. 

2 2 OOMK%S810 ... KIIILI.OI I havo a question 

23 about that case becauae I read it too, during lunch. 

24 And it'• a 1935 case. Did anyone have a chance to 

25 Sheppardize it or check to aee if it'• still being 



312 

1 tollo¥ed or it it•a aort ot been loat aomewhere in the 

2 ahuttle and ia not --

3 ... JOIB&o•• I did not. I don't know it 

4 Mr. McGee haa. 

5 MR. XaGBBa Yea, I have. I have that case 

6 Sheppardiaed and it'• been cited in nWDeroua ca••• 

7 includinQ recent ones. 

8 COIXI88Ia.Ja Kli8LIIQa Recently, ie that 

9 what you aaid? 

10 MR. XaGBBt I recei ved a memo trom my 

11 paralegal. And I don • t know hov recent the moat 

12 recent ia, but I'm told it baa numeroua cites and that 

13 it'u r8CJarded aa a landmark case. I'm also told that 

14 there are no cites in Florida, I should add. 

15 CB.aDD• JODBO•a Any other questions? 

16 OOMM%aaza.aa Daaao•• Well, our ataft juat 

17 told ua about soae case where there waa no evidence in 

18 the -- that the only evidence in the record was a 

19 position that waa being placed by a utility; and this 

20 Commiaaion decided that that waa not evidence that 

21 could be relied upon and made a contrary decision and 

22 that waa the only evidence i n the record. And that 

23 waa upheld by the Florida s upreme court1 ia that 

24 correct? Was that Mr. Elias --

25 MR. KLIABI Yeah, tbat•a correct. It's 



313 

1 South Florida Natural Gaa, and it'• a 1986 or '87 

2 caM. 

3 COXIII88IOM'KR DDSO.a It aeema to me you oan 

• find a caae that probably aaya anything you want it to 

5 say. 

6 lOt. ILIMa 'l'bat•a part of the beauty of the 

7 law. 

8 

9 definitely aqree with that and I certain4y think aince 

10 the advent of the APA in Florida, which baa aet out 

11 new kinde of procedures and atandarda for making aome 

12 of tb .. e deterainationa, that the applicability or the 

13 existence of a pr••~ption bsinq read into that from a 

1• 1935 caae ia doubtful in my mind. 

15 CJm.IaDII Joaso•r Any other uttera? 

16 ... Jo .. ao•r No. 

17 CHI% .... JOD80Kr Is staff ready to make 

18 ita recommendation•? 

19 118. JODaOIU Yea. 

20 

21 gueaa, iaaue t.y iaaue, or whatever your preference. 

22 MS. 8&181 I gueaa on Iaaue 1•8, which deale 

23 with a aettluent agreement between Florida Power 

2• Corporation and Lake Cogan, that Staff believe• that 

25 the coati! uaooiated with tboae oo.ntraota are the type 
• 
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1 of ooata that are appropriate tor recovery through the 

2 clause and that the utility ahould include all 

3 anticipated fuel costs when they are determining their 

4 projected fuel costs. Whether or not those coata 

5 ultiaately should be recovered through the clause will 

6 be determined by the Collll!liasion in a aubaequent 

7 doakat, and any adjustments necessary as a result of 

8 the coamiaaion•a deciaion in that docket will be 

9 reflected in the fuel costs. Therefore, we recommend 

10 that those coats should be included tor the setting of 

11 the factor tor the April • 97 through September • 97 

12 period. 

13 

U riqht? 

15 

C'WUIIIOJID ltiUl.DfGI And thb is UB, 

xa. BASSI Yes, ma•am. 

16 COKKISSialla ltiBSLIBQI Okay. 

17 xs. BASSI 14C, our position is 

18 esaentially -- exactly the same relative to the Pasco 

19 Coqen contract. I really don't have anything further 

20 to say regarding that. 

21 Issue 140, should the utility be permitted 

22 to recover the replacement fuel coats? staff's 

23 position is, y .. , they should. We have recomaended 

24 that the iaaue be deferred until a review of the 

25 nuclear outage can be conducted. The reco:·ery of the 
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1 costa on an ongoing bash, Staff believes is 

2 consistent with the Commisaion•s previous decisions in 

3 cases such aa these when there baa been a specific 

4 issue raised relative to recovery of an item. 

5 Staff will conduct a review, an onqoinq 

6 review, of the nuclear outage. And if at a future 

7 tiae at the conclusion of the outaqe staff believes 

8 that an adjustment needs to be made to the replacement 

9 fuel costa, we would brinq that before the Commission 

10 for their f.inal determination. 

11 caax...- Jaa.&o.ll Now, you are statinq that 

12 it'• Statfia opinion that the process that -- that the 

13 Public Service commiaaion•s current process and 

14 procedures requires this action? 

15 Uo .UII No. 

16 CJlUJUIUI JODSOJU But it would be --

17 u. aHII It would be consistent to allow 

18 th• to recover the replac•ent fuel coats subject to 

19 a finQl determination on whether or not the outage waa 

20 the result of imprudent aanagement or if they made 

21 prudent management deciaions. That final 

22 deteraination will be made by the commission. 

23 Unt.il that time, I believe the utility 

24 ahould be allowed to recover the replacement fuel 

25 coats. And l believe that procedure ia oonaiatent 
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2 aucb as this. 
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3 CIDIRDJI J0111180•a When y()u aay •until that 

4 tiae, " when will that time ·-

u. IU&a I would aay that tiae would be 

6 the conclusion of the outage when we have all the 

7 information relative to tho outage and it can be 

8 reviewed in it'• entirety and we knoW the entire 

9 u.ount of ooft.8 that we are dealin9 with. 

10 alalaDJI JOJDr&OIU And do we have any 

11 indication aa to When we will no longer bo in the 

12 outage situation? 

13 u. BU&a Proa what I understand, it will 

14 probably be the fourth quarter of 1997. 

15 aaaxaaw JODIOIU And ao it would be 

16 Statt•a opinion that aa it relates to the coat of the 

17 outage that we wait until that point in time to 

18 inveatigate to aake a deteraination. 

19 u. BU&a I think that'• the moat 

20 reasonable point to do it. We can be9in an 

21 investigation prior to that. My only concern with 

22 that ia it Staff begin• to conduct an investigation of 

23 the outage as it atanda now, that requires ua issuing 

24 interrogatories, production ot documents, visiting the 

25 caapany, talkinq with their manag ... nt, talking with 
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1 the plant peoplet and our conc.rn haa alway• be.n that 

2 durinq an outqe we want the coJaPanY to focua on 

3 getting that unit up an4 running rather than ap.nding 

4 their ti•e dealing with regulatory repreaentativea litho 

5 are trying to gather the aame information they are. 

6 I would rather have them tocua on getting 

7 the unit up and running and doing vbat they need to 

8 do, that, than apending their tae reaponding to our 

9 interrogatories and our production of document• and 

10 taking ua on plant toura and that aort ot thing. 

11 That•• why we have generally done our inveatigat1ona 

12 at the conoluaion of the outage llthen va have all the 

13 intonuation available, and we can look at all the 

14 atepa and all the decision• that were made to get that 

15 unit baok up and runninq. 

16 CBai .... JOKI&o•a Now, you are tocuaing on 

17 getting the unit back up and runnin~, and I gueaa 

18 that'• tied to why it went down in the tirat place. 

19 COMMX88IO ... az•&LIHQa Which we don't know. 

20 K8. BAlla We don't know. 

21 CDl1UIAII JOD&~a And you are aayinq the 

22 only way we could know, or the moat thorough and 

23 appropriate place to conduct that inveatigation, ia 

24 atter it'• baok up. Then we tind out why it went 

25 down. We wait until then? 
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1 U. lAIIt Yea. I think that's the 

2 appropriate tiae to do it. 

3 OOKM%111a.la KI .. LI.Gt Now, I'm troubled by 

4 that. And the reason I am is we know that it went 

5 dovn on Sapteaba~ 2nd because aoae oil line blew out. 

6 An4 then at aoae point after September 2nd -- but we 

7 don't know when -- they decided, not in ralationahip 

8 to repairin9 that, but that they ware 9oin; to atay 

9 down for aome period of time t or somatbinq. And we 

10 don't know What any of thoae reaaona ware past fixing 

11 the oil pipe that blew out. I mean, it just seems 

12 inooaprebenaible to me that we have to accept 

13 pudenoiea of that daciaion when they don't evan have 

14 to tell ua why they aren't up. 

15 U. aall 1 And I can undaratand your 

16 concern, and I would ahara that concern, too. Like I 

17 aaid, our concern ia that if we qo in now, and we can, 

18 I just don't want to jeopardize in any way brinqinq 

19 that unit back up on line by t.akinq people away fro~ 

20 brinqinq the unit back into service. 

21 COMXIIIIOWBR aiB8LI•aa But if we don't evan 

22 know why the unit ia down, we have no way of knowinq 

23 whether the aaae peraonnal would be anawerinq us ~hct 

24 are working on it. 

25 X8. BA88a We don't know specifically, but I 
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1 think that we•ve looked at theae outage• enough to 

2 know that genarally there • • the aaae people that are 

3 making the deciaion• that need to be made to get the 

' unit back ~ and running, are the one• who are 

5 apendinq tiae with ua. 

6 I don't have a problem with going in now and 

7 doing i t, ve juat don't want to do anything that aiqht 

8 jeopardise and prolong the outage and jeopardize the 

9 

10 

unit returning to aervioe. 

CJIIDMI,M JOJDI80JII 

But we can qo in now. 

And it'• your opinion 

11 that staff'• effort• to find out what cauaed thia 

12 out.age to occur would aoaehow infringe upon the 

13 utility'• ability to qat tbat ur.it blok up a~ 

14 running? 

15 XI. aaaaa I don't know if it will infringe 

16 on their ability, I juat don 't want to put the 

17 CoJIIJiliasion in a position to be blamed for ext.endi ng it 

18 in any way because they were havinq to reapond to our 

19 inquire& and were not able to do what they needed to 

20 do with other -- because we are not the only 

21 regulatory agency that will be in there; the NRC i8 in 

22 there too and conatantly working vi th the people. I 

23 don't want thia Commisaion to »a blamed tor any 

24 extension of that outage. 

25 CDliUIUf JO-o•• I don't think it will be 
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1 blamed. I think it woulcS be ha.rd•prasaacS to blaaa us 

2 tor their outa9a or tor u. tryin9 to inquire tor the 

3 benefit of our ratepayers what happenacS. And I almost 

4 believe it is -- not al•ost, I believe that it ia an 

5 obligation. 

6 And to the extent that we have aone kind of 

7 investigation or some kind of fact finding to 

8 determine what happened hera, What if we did? What it 

9 we had an investigation looking into the facta to 

10 determine the causa -- and this is hypothetical -- and 

11 it was detaraine4 that it vas aoae negligence or some 

12 ai ... nag...nt on behalf of the company. Could we not 

13 then have an opportunity to act? 

14 And the problea I have with waiting -- I 

15 know Statt is sayin9 to wait, and I know statf 1a 

16 aayinq than to qo ahead ~d allow the inoreaaaa to be 

17 put in place. And then we'll wait until the end ot 

18 the outage to aake a determination as to whether it 

19 was prudent. And then it we deta~ine that it was 

20 

21 

22 

23 

24 

25 

not, then there will be some refunds. 

But to the extent that we were to decide to 

go ahead ancS allow the rates to be put in place, it 

would appaar that we would want to know as soon aa 

possible tor the benefit ot the ratepayers whether or 

not there wa• aana9emant misconduot or m~aaanagemant 
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1 or aoae errors on behalf of the management. And it we 

2 were to find that to be the case, then it might be 

3 time tor a aidcourae correction, or whatever you all 

• call those thing a, but we would be a):)le to react 

5 taster, ~• opposed to waiting until the end. 

6 And that•• just kind of my concerns thinking 

7 out loud. And I don't know what we are going to do on 

8 any ot the votes. But to the extene we were even to 

9 tollov your recommendation that these costa should be 

10 recovered, it we ware to follow that at a minimum, I 

11 would think that we would want to investigate this as 

12 soon aa possible and reach soma sort of determinat ion 

13 on tbe issues. 

u JIB. ausa And we could do that. I agree 

15 with you, we do have an obligation to look at this 

16 very oloa•ly to determine whether or not it w•• the 

17 utility's aiamanageent or imprudent decision makinq 

18 that caused that unit to 90 down, and we can qo in as 

19 soon as possible and do that. 

20 CD.I1lDJI JODSOJU And the problem is -- we 

21 just don't know. The problem ia that it's not that 

22 there was aJ.aaanaqemant; it'• not that there wasn't. 

23 JUst aa it'• bean alleged they have not said there was 

24 no mismanaq81Dent, there•• nothinq in the record either 

25 way. 
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1 so aa a commissioner, I'm sitting hera 

2 wltbout any facts upon which to baae ay decision. The 

3 only information that I have with respsct to what has 

4 happened -- and it's not the quality fault of the 

5 co•pany beoauae they can't communicate to me what 

6 happened because of the situation that we are in 

1 but it'• from newspaper artiol .. , it•a from the 

8 HUclear ReqUlatory coaaiaaion•a r e lea•••· 

9 But I feel like my hands have bean somewhat 

10 tied, and I'• sitting in a position making decieiona 

11 in an irresponsible way without the benefit of soma 

12 fact finding and some real evidence upon which to baas 

13 th••• decisions. And I'• more, auoh much more 

14 uncomfortable being in this situation given the 

15 aagnitude of the inorea••• hera. And i•m going to be 

16 hard-pressed to tell customers that they have this 

17 huge rate increase and that we'll all just wait and 

18 aee, and we'll wait and ••• and wait until the end of 

19 this outage before we start investigating the causa 

20 because we're concerned that the company can't handle 

21 us asking thea questiorua, too. 

22 I don't think that the customers would 

23 appreciate that, and parbapa there's something ~ore 

24 that we could do. I don't know what the right answer 

25 ia, but perhaps there 's a little something mora we 
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1 could do. And I understand what we have clone in the 

2 past. But the aituation here appears to be a little 

3 unique and .. y cause the n .. cS tor us to do a little 

4 aore than what we've generally done. 

5 118. BUSs And that's definitely an 

6 alternative that the ColtaJliaaion can choose to adopt. 

7 And tbat is open an investigation, and if they direct 

8 Staff to do that investigation right away, we will 

9 definitely do that. 

10 ~88%0WBR XIIILI.GI Let me tell you my 

11 concern, and it'• somewhat similar to Chairman 

12 Jobnaon'•· And that is that if we aake a decision 

13 h«re baaed on any concern ~bout what that we mi9ht 

14 be blued tor prolonging the outaCJe, you know, I have 

1!5 to fiCJU,re out how to respond to customers when they 

16 bl ... ua tor raiein9 their rates to thia magnitude 

17 whicb really takes the cost tor the residential 

18 cu.toaer out of the aa i n for everyone else in this 

19 state. I mean, it•a raising it to a point where I 

20 think we have CJOt to be concerned about bei nq 

21 accountable tor what evidence we use t o make this 

22 decision. And that concerns .. , too. 

23 CJI&I1UJI.II JOJD.l8C*a AliyVaya, we interrupted 

24 you. Sorry. 

2!5 xa. 8&881 I aaue 14B on whether or not the 
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1 proposal to collect the underrecovery should be spread 

2 over a 12-aonth period, Statt says, y .. , that it 

3 ahould be spread over a 12-aonth period, and that's 

4 juat to lessen the impaot on the ratepayers. 

5 CCJII'"D88IOIJD KIULI.CII Let 11e juat ask 

6 aa.athin9 eo that I'm clear ~n how 141 playa in with 

7 evarytbin9 else. 

8 If we do not allow thea to Jl&ke either or 

9 all ot the -- to recover the coats ae~ociated with 

10 UB, uc and uo, will UE still be necessary? 

11 MS. 8&881 No. I would imaqine it you 

12 disallow recovery of the replacement tuel coats, that 

13 will substantially reduce the underrecovery so it 

14 would not be necessary to spread it over a 12-~onth 

15 period. or that'• what statt •s position would be. I 

16 don't know what the company•• would be. 

17 CCIIIII.8IOJrD ltii8LI.CII Okay, thank you. 

18 MI. lABia Issue 18A -- I'm sorry, Issue 1sa 

19 on wbetber or not Crystal River No. 3 should be 

20 inclwled in the GPIP tBr9eta tor the April throuqh 

21 September 1997 period, staff's poaition would be that 

22 the crystal River No. 3 should be removed from the 

23 GPIP calculation. That is in accordance with the GPIP 

24 118nUal and oaloulatinq tarqeta, that it the utility 

25 knows that unit will be out tor the projected period, 
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z thereby allowing the other unita to be adjusted to 

3 reflect bow they will operate 1••• the one unit. 
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4 CBIIIKa. Jo,.ao•• How did Staff react to 

5 the arquaent alaoat of the miaaatcb? If we are going 

6 to acknowledge that it's not 9oing to be on line in 

7 one inatance, but when it coaaa to the projeotiona, we 

8 are 90inq to aaeume that the nuole~ plant ie on line 

9 and that you won't have to bave thoae replacement fuel 

10 coats. It 4oee aeea like a little abaatoh, and like 

11 we are achbophrenio. 

12 ... aaaaa I do have concern• for the 

13 inooneiatenoy and aaying that for fuel purpoeee 

14 cryatal River 3 will be up and running, but for GPIF 

15 purpoe .. it will not. And my concern ia more with the 

16 rate impact on the ratepayer. But if you do not 

17 include crystal River 3 in the projection•, it you do 

18 not include thea, the billa will go up eubetantially 

19 as Mr. Wiel~nd t eatitie4, about $4.50 a month per 

20 thouaand, yea, it Crystal River 3 ia excluded fro• the 

21 filing• for the A~ril tbrouqh September period. And I 

22 have real concern• with that. 

23 I think it'• a ppropriate though that f nr 

24 purpoaea of calculating the reward or penalty in the 

25 April tbrou9h September perio4 that your other units 
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1 are acljuate~ to reflect bow they ahould operate and 

2 what their tar9eta and beat rata ehould be, minua the 

3 nuclear unit. 

4 CD IIIII• Joaao•a Okay. 
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5 COMXIIIIOMBa DBASOII Let aa aak a ~~aation. 

6 188, iG it atriotly on a forward-goinCJ baaia, or does 

7 it have t.paot on the GPIF reward• or penaltiaa during 

8 tbia period tor which rata• are bainCJ eat? 

9 u. BUBa No. It baa no 1mpact on the 

10 reward or penalty for thia period. It'• atrictly 

11 .. ttinq the tarC)eta and heat rataa for the April '97 

12 tbrOUCJh September '97 period. 

13 CD%ItJIU JODIOJU In aqraainCJ with the 

14 ooapany on treating the projections aa if the nuclear 

15 plant vaa on line, than I qua•• -- not to prejudge, 

16 but I'a juat trying to gat into Staff'• head, too. 

17 Since we know it's not on line, we know we are 

18 probably going to be in an undorracovery position, so 

19 are we buying into their plan where we have to then 

20 later addreaa the new undarrecovery that was cauaad by 

21 the fact that we didn't taka the plan out at this 

22 particular tiaa? 

23 ll8. BAlla Yea, that•a definitely aomathing 

24 we'll have to deal with. If we don't taka it out now, 

25 than we wa•ra CJOing to bava to reOQCJnize the fact that 
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1 it wae not -- that it was in there, but not operating 

2 in the next period. 

3 aDoDDII JODSOlll So we almoet -- we are 

4 CJU&ranteeinCJ oureelvu, or we are reooqnizing that 

5 they will be generally, they will probably be in 

6 another underreoovery mode? 

7 xe. aaa1s Yes. I also might add that 

8 Staff'• poeition on the GPIP ta1'9ets would reflect the 

9 GPIP vitn•••••' testimony that wae tiled ~anuary 31st. 

10 CJRTPDJr JODSOJU The revised. 

11 KS. a&l8t The revised. 

12 CBaDDII JOBHSOKI And the revised took it 

13 out. 

14 MI. aaaaa The revised took it out. I just 

15 wanted to .aka that clarification that thie would be 

16 the January 31et teetimony of the GPIP witneee . 

17 COIOIIISIOJIIDl DDIOIII The revised teatimony, 

18 what impact doea it have on the GPIF targets tor the 

19 r ... ining unite? 

20 XI. aaass I'll have to ask someone alae 

21 that. (Pawae) 

22 I aa told that the availability factors do 

23 not change tor the remaining unite, but the net output 

24 factor• change. 

25 Up or down? One would 
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1 think that the expected outcome would increase without 

2 the base unit ot CR-3 baing on line, and that •a what 

3 I'• tryinC.J to ascertain. 

4 XI. BIS8a I'm going to let Mr. Matlock 

5 anawer thea• c;aueationa. 

6 a. D'l'LOOII The part ot the reviaed 

7 teatiaony that chan~ed resulted troa the changea in 

8 the dispatch ot the remaining unite. It varies how 

9 auch the change in the projected heat rate vaa . Tbe 

10 target. in the January 31st testimony are generally 

11 lower, the heat rate targets are lover than they were 

12 in the January 19th testimony -- January 13th 

13 teatiaony. 

14 COlOU88lOIID DDIOKI The heat rate targets 

15 are lower because the plants are expected to produce 

16 aore energy? Is that the ettect? 

17 xa. MA'l'LOCia Generally, the net output 

18 taotor ia increased. Yea, that's true, the net output 

19 taotors projected a~e higher than they were in the 

20 original testiaony, and the heat rates are lower. 

21 COMX%311a.KR D..,OKa But it•a a normal 

22 consequence to have a lower beat rate it you have 

23 higher output; ia that correct? 

24 xa. XA'l'LOCII Yes, air, I believe so. 

25 coaaaaa:ro ... Dmuto•a It seems to •• that 
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1 GPIP is basec:l upon a number of thil\9•. one b 

2 availability, one ia beat rata, one is net output. 

3 And all these things interact to coma up with what is 

4 expected to be your target. A1l I correct in that 

5 assuaption? 

6 a. Dft.OCKt Yes, air. 

7 CQKK%88IOXIR DIASOXI I guaas my main 

8 concern ia that I don't want to take an action by 

9 either including or excluding -- by excluding CR-3 
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10 that's going to raault in a greater likelihood ot an 

11 award being achieved in tha projected period. I think 

12 that would ba a perverse inoantiva. If you loose your 

13 cheapest basaload unit, than all ot a sudden your 

14 targets are easier to achieve in the six-month period 

15 and there'• aore likelihood there's going to be 

16 rewards. 'l'hat•s what I want to avoid. That'• what 

17 I'• t.~ing to ascertain. Can you help me? 

18 KR. D~K• Well, tha lower heat rates are 

19 the harder to attain. That's tha more -- lower heat 

20 rates result from aora efficient operating. 

21 COIGII881omat DDIOJII And tha affect of 

22 excluding CR-3, What is that eftaot on heat rates? 

23 D. DftACitt Is that tha -- tha targets toY: 

24 the reuinin9 units ara more ambitious than thay vera 

25 tor the aama units before crystal River 3 was 
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1 excluded. 

2 OOKKTIIIa.wa DlaSO•a So if CR-3 is 

3 excluded, the heat rates, tl\ose tar9ete, are aore 

4 aabitioua, therefor aore beneficial to the cuatoaer? 

5 a. D'fLOCJU Yea, air. And availability 1a 

6 the same. Actually, they have the .... availability 

7 targets. AncS then baaed on historical data we have 

8 some reqreaaion coefficient•. Those coefficients 

9 didn't ohanqe between the two filings of testimony. 

10 What cbanqe4 vas what we call an independent variable 

11 which is net output factor. 

12 COKM%8810 ... D ... o•• And even with the 

13 higher output, there'• going to be a more stringent 

14 criteria in teras ot beat rate with CR-3 out? 

15 D. D'fLOC&I Yea, air. 

16 OC*IIT88TOIIIIIl DlaSO.a so with CR-3 out ot 

17 the calculations, they are going to have to operate 

18 more efficiently than otherwiee before they would be 

19 entitled to a reward in the next projection period? 

20 Ill.. D'fLOC&I Yea. 

21 CID.riUIU JODIOJU Thank you. 

22 ... aaaaa The reaaininq issue is Issue 24A 

23 and 248, vhi9h aro the capacity p&Yllente aesociated 

2.& with the Lake cogan and the Pasco Cogan. And our 

25 pos ition relative to the energy payments for those two 
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1 contraot. would be the sue for the capacity. 

2 CJDD.,. JOJDIIOJII Thank you. And thoae are 

3 all of our outstanding issues? 

4 xs. BABBs The remainin9 iaaue are just the 

5 fallout iaauea 1 throu9h 4 and Iaaue 7. 

6 CII:&%JlDJI JODIO•s Okay. CoJIUiliaaionera, 

7 what'• your pleaaure? 

8 CDMXXIIIOIIS oaaso•• Well, which iasue Gre 

9 we going to take up first? 

10 CD%UUI JODIO•a Probably -- what was it, 

11 148? waa that our firat? 

12 COIIXIBIIO- K:tULXIIGI It aeau like that ' a 

13 the -- aince 1 through 4 An4 7 are fallouts, they 

14 can't be calculatecS until we know the answers to the 

15 14, 18 and 24. 

16 u. BUBI That's correct. 

17 COMMX88:tOKBR D ... o•• Well, I'm prepared at 

18 leaet to initiate the dia~aion and at least ~:~rea• 

19 .y viewpoint. And thia viewpoint would be applicable 

20 to 148, 14C, 24A and 248. 

21 My basic poaition would be that I • m ve.ry 

22 reluctant at this point to include thoaa coats given 

23 that they have not yet been approved. Let ae aay up 

24 front that I aee a diatinction between theae type 

25 costa and the CR-3 replacement fuel costa. ~ut 
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1 U.aiti119 the cU•cu••ion to the aettl~t agreements 

2 with the co;eneration contract•, tho•Q are -- we are 

3 9oinq to explore those in 4apth. There•• never been 

4 any 4ec1sion whatsoever by thl• Commla•ion that those 

5 buyouta are in the public int•reat or in our benefit• 

6 to the cuatoaer• . Absent that type of information, I 

1 think that it vould be inappropriate to include those 

8 coat. in thia projection period. 

9 I think that fuel adjustment by it's very 

10 nature is deaicpled to keep the customer whole, as well 

11 •• to keep the cuatOJDer wholE' . And that it at aoae 

12 future point it'• detarmjned that tho•• contract•, 

13 tho•• aettlemant agr ... ents, are appropriats, we can 

14 daal with it at that time and take whatever 

15 appropriate action. But until that time comes, I'm 

16 not prapa~ad to inclu4e those cost• in this projection 

17 period. That '• my basic po•ition, but I'm willing to 

18 diseuse it. 

19 COKM%88IOBKR KIB8LI50a I agree with you, so 

20 I don't know how much more di•cua•ion we will need it 

21 you want to make a motion. 

22 cm&IIUGII .JOIDfSOWI And I would ju•t be in 

23 agreeaent, and I'll tell you why. The main reason is 

24 that we have not aa4e a determination yet on thia 

25 particular iaaue, whether or not thi• type buyout i• 
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1 in the public interest. That•• not to say if we had 

2 made a deteraination and bad more of a policy position 

3 on this type isaue, that bad Staff brought that to me 

4 and we had s011e baaie to rely upon, I would feel more 

5 comfortable doing that becauae the coats, moat of the 

6 costa, were already incurred. And to the extent that 

1 we bad a aolid co-iasion policy stat .. ent on the 

8 issue, it would probably be a different case tor me. 

9 But in this instance, this, in my mind, will 

10 be somewhat of a case for first iapreaaion, and there 

11 is a bit too aucb uncertainty there with those 

12 particular issu ... 

13 COKKIIIXOWIR DI&IO.I GiVeP that , I would 

14 move that the fuel-related coats and the 

15 capacity-related coats associated with the two 

16 settlement aqreeaants as described in Iaaues 148, 14C, 

17 24A and 148 be disallowed for recovery during this 

18 projection period. 

19 COIIIIIISIOIID UBILI•G I And I would second 

20 that motion. I do want to note that having had some 

21 discussions now about the '93 fuel recovery that Staff 

22 9ave us when we started up, I see that as a real 

23 different situation because there was an obli9ation. 

24 They were 90inq to have to pay the aoney and pay it to 

2!5 aouone else, another a9enoy. And the only question 
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2 thia aa a much aora speculative aituation. 
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3 caann• Jomrso•• And that waa your aacond? 

4 COMXI88IOWBR KIBSLI.GI That was my second. 

5 CDIRDJI JOIDISOWI Show then Staff 

6 recoaaandation denied Rnd that the ooata aaaociated 

7 with the aettl ... nt will not be approved for cost 

8 recovery through the coat recovery clauae. 

9 Did you all underatand that? You look 

10 puzzled. Did you understand that? 

11 IIJl. IIOGBJ:a I was wondering it you ware 

12 meaning for -- that that decision was limited to this 

13 period? 

14 co.xl88IOWBR DJ:ASOWs The motion is tor this 

15 period. There•• no final -- I mean, we are going to 

16 review those contract• and a deoiaion will be made. 

17 And if it needa to be revisited in fuel adjustment, 

18 that would be the appropriate thing to do. 

19 llll. IIOGIII Thank you. 

20 caa~ JOBXSO•a And it's my understanding 

21 that that decision will be made in like August, won't 

22 it? At the end of this period? Cloaa to it. 

23 xa. KoGIIa I think that it'• scheduled for 

24 a Commission agenda in March, I believe. March 18th. 

25 C!D.IIUI.Ur JOBJf80Jr1 Okay. 
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1 ~. XoGIBa Very soon. 

2 CDTP.D. JODIOIII Vary 90od. That 41apoaaa 

3 of Iaauaa 148, 14C, 24A and, waa it, 24B? 

4 CQKM%88IOBBR DBABOK& Yas, it is. 

5 caataxaR JOBKSO.a Now, what do we have 

6 outstanding? 140. 

7 COMN1'88IO..a UULlKGI And E. 

a u. Joaao•a uo, UB and 18B. 

9 COMX%88loxaR DBISOKa And I suppose we need 

10 to address 14B because that could bava an impact on 

11 141. And here, again, I 'm willing to at least 

12 initiate some diacuaaion. And I think that just kind 

13 ot CJ•tt1ng A teel tor some ot the cSiacuaaion that's 

u gone on before, I may be in a cSitterent position than 

15 aaae of my tallow commisaionara. I'm not aura, but 

16 we'll aee. 

17 I just want to describe where I am on 140 

18 and to aay that I see a diseinction between the 

19 replaceaent fuel costa situation and the settlement 

20 aqr..aenta. Replacement fuel coats are something --

21 reqrettably, but nevertheless -- •r• something that 

Z2 .... to be associated with the onvoinq operations ot a 

23 nuclear unit. These issues regrettably surtac~ trom 

24 time to time. 

25 CR-3 has bean addressed by this Commiss ion. 
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1 It • a been included in rata baae aa part of the 

2 baaeload ;eneration of thia utility. It' a an ~ccepted 

3 part of Power Corp • a operation. So I aee that it 1a 

4 kind of an onqoing part of the operation, not 

5 aoaethin; not aaterially different like the settlement 

6 aqr .... nta, which ia aoaethinCJ totally new that we 

7 bave not even teken a firat look at. So qiven that, 

a let me aay tbat I put tbe replaceaant fuel coata in a 

9 different category than the ooata aeaooiated with the 

10 aett~-nt a;reeaenta. 

11 Now, havinq said that, let me aay that I 

12 have ;reat deal of c1iftioulty aaaociated with theae 

13 coata. I tend to, to a lilllite!2 ext.nt, agree with 

14 arquaenta of PuJ:)lio Counsel that the.re ahould have 

15 been acme initial preaentation, aoae priaa facie 

16 ahowing given the aiqnitioanoe of theae coato eo that 

17 we could have a baaia to deteraine if they ahould be 

18 recovered in this period. I'• weiqhinq that on one 

19 aide. 

20 The other &ide ia that I've aeen the fuel 

21 acSjuat:aent proceecUng in operation tor a number of 

22 yeara, ancS I think I've qot a baaic underatandinq of 

23 the structure ancS the way it waa deaignecS. AncS it ia 

24 4uignec1 to aake all participants whole. That beinq 

25 the utility co•pany ancS the ou.toaorc . AncS I aa 



1 unsure that it'• aver ~n raquiracS before for there 

2 to be an up-front ahovinq. I think that it ia not 

3 unreaaonable -- qiven tbe prior hiatory to fuel 

4 adjuataent, it's not unreasonable tor Power Corp to 

5 have expected that these costa would have baen 
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6 included realizinq that they would have to aaet their 

7 burden of proof i n a proceedinq specifically daaiCJned 

8 to dateraine tha pl'\ldenoy of those costa. 

9 I aa aoaewhat reluctant at this point to 

10 aD9a9e in what I voulcS consider a cbanqe in the rules 

11 of the qaM. Nov, that • s not to say that the rules 

12 should not ohanqa. But if we ara qoinq to ohanqe the 

13 rulaa, I think we need to do it on a generic basis and 

14 put all participants on notice that when there is a 

15 aiqnificant enough evant ot this nature, that there'• 

16 qoinq to have to be a showing at tbe vary beqinninq 

17 before the first dollar ia ever allowed to be flowed 

18 throuqh the clause. 

19 I think if we were to go Public Counsel's 

20 route, we would be t:hanginq that to aoaa extant, and 

21 that does oauaea •• some cause tor dioooatort. It 

22 would have been -- in retrospect it would have been 

23 better bad Power corp initiall y provided that 

24 information to us, but that they failed to do so. So 

25 that brinqa .. to the question of what•• fair for the 
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1 cuatoaer and what•• fair tor the company. 

2 I am aomawhat troubled by, it we continua to 

3 put these coata ott indefinitely and it ia determined 

4 at a011e point that all our aiqniticant portions ot the 

5 coato were prudently incurred, we are going to be 

6 putting a tr .. endoualy aiqnificant burden on the 

7 cuatoaera at aolDe future period. And in the meantiaa, 

I there•• going to be intereat accumulate~ on all ot 

9 thia, which ia evan goiftC1 to further heighten that 

10 burden at aoae future point. I do realize that in 

11 thia oaae the burden ia ait iqated to aoae extent 

12 becauae Power corp baa requeated a 12-aonth recovery 

13 tor the coats heretofore incurred, and they are not 

14 1noludinq any ot their projection coats on a 

15 going-forward baaia. 

16 If ow, we nov know that that ia a deviation 

17 troa reality becauaa we know that that plant ia going 

18 to be ott line. It is in an effort to help mitigate 

19 the iapact on tbe cuatomar. So I ••• it almoat aa a 

20 aplit the baby type thing. One extrema would ba to 

21 include all ot the coata that have heretofore bean 

22 incurred and to project all the coata that are going 

23 to be expected to be incurred before the plant oomoa 

24 baclc or. line. The other axtrua would be to totally 

25 ignore all of the nuclear related raplao.mant coata 



1 tor thia projection period. I think there b an 

2 aaount of riak aaaooiated with either one ot thoae. 

3 I think what we have in front of ua ia 

4 perhapa a r ... onable alternative. And that ia, aome 

5 but not all of the aaaooiated coata are beinq 

6 inclw:tacl -- would be included if we qo with Staff • a 

7 reaa..endation. How, I'a alao comfortable to aome 

8 extant to realize that aome of theae coata are goinq 

9 to be determined reasonable in the aenao that there 
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10 are ooata aaaociated with generation. And even if the 

11 plant vera on line generating, there would be nuclear 

12 coat• involved in genereting the electricity. 

13 Nov, according to Public counael, it may be 

14 juat one-eighth of the replacement fuel coata, but 

15 nevarthel .. a there are aoae costa that are going to be 

16 incurred during thia projection period that are going 

17 to be benefiting ouatomera. ot courae the que•tion ia 

18 qoinq to be the aa(Jnitude of thoae coat• and whether 

19 the difference b6twean the nuclear generation coats 

20 and replaocaant fuel coata ia raaaonable. 

21 Given all of thoae tbinga -- and nona of 

22 the .. poaitiona are eaay to take given the aagnituda 

23 on the ouatoaer -- but it would be •Y poaition thct we 

24 would approve staff'• reco.aendation for tbia poriocS 

25 aa it haa bean advanced by Power COrp and aa our Staff 



1 baa explained Vhy they think it ie the appropriate 

2 thil\9 to do. 

3 so I'• not yet making a motion. I am atill 

4 forau: ating my posit ion as we talk. I'm certainly 

5 eager to bear froa other COJraiaaionara.. And if 

6 tbare'a aoaa other position that 1• more appropriate 

3~0 

7 or aaaa coaproaiae, I'• certainly willing to listen to 

8 that. But ri9ht nov, that•• baaicaliy where I •a 

9 coaing down on this iaaua. 

10 CII&.DlDII JODSOJil No, I think I 

11 9enerally -- I'• aura coaaiaaionar Kiesling ia dealing 

12 with the eaae iaauaa -- share your thoughts and your 

13 feelings. My question i~ -- with respect to trying to 

1~ probe Staff -- is perhaps there ia a middle ground. 

15 Perhaps -- one of the things that disturbed 11e most, 

16 waa to the extent that we were going to allow the 

17 recovery of tha•e coats, that we were going to wait 

18 until the end of the outage to start investigating 

19 tbia. And I think that that might a end the wrong 

20 ... aage to the customers. And that vas one of the 

21 reason. I was trying to have the conversation with 

22 Staff to at least suggest, well, perhaps I know that 

23 the Nuc~ear Regulatory Commission people ar e going to 

24 be down there, but perhaps we should, too. 

25 We can't just put on bli nders and go ahead . 
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1 we perhapo need to be actively involved in thia 

2 prooeaa. Not to baraaa the company, but to find the 

3 right anawera and to make dete~inationa aa to whether 

4 or not there war e manaqement problema, whether or not 

5 the~• ia aomething that should be done. And given the 

6 tact that we have kind ot amortized thia over 

7 12-aontha, it in three-month• Staff came back and 

8 aaid, •wow, we have aoae big probl ... here, thia ia 

9 aanageaent•a tault,M we could talk about aome 

10 aidcourae corrections it we had already i mplemented 

11 tbia. 

12 I'a juat trying to find a middle ground, 

13 too, beeauae I do agree that it we were to adopt the 

14 procedure atated by Public Counael, to me it's a new 

1!5 procedure, at leaat in the context of this kind ot a 

16 replaceaent fuel coat mechaniam to aay, yea, there 

17 auat be thia prima facie showing because we • ve not 

18 done that in the paat f r om what I oan aee and what 

19 I've gleaned from listening to all of -the arquments. 

20 We've never been faced with an isaue like this either. 

21 So given the magnitude of these dollars, I 

22 feel coapell ed to have ua do aoaething, to help work 

23 through thia tor the cuatomere , to make that 

24 determination, to have that tact finding or at least 

25 to be working toward that, aa oppoaed to waiting un~il 



1 the end of the process. 

2 So that'• kind of where I lUll. AncS one of 

3 the reasona tor •Y h .. itanoy in saying, well, we will 

4 aay they can't recover those fuel ooata in this 

5 proceeding ia that what if we did later, way way down 

6 the line, aake a determination, •onpa, ther4 wasn't a 

7 probl~,• •coapany, you can aake tbia recovery.• ancS 

8 then the customer ia going to be hit with a huge huge 

9 bill all at once. Not only paying tor underreoovery 

10 but payinq for everything alae, payinq their regular 

11 bill on top of that. 
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12 So that caueea me some oonoern to be able to 

13 roll tbe dice ancS then tor ua to make a determination 

14 of prucSence and then the costa -- or the rates tor the 

15 ouatomera to be even higher than ever anticipated. So 

16 tboae are kine! of my thoughts, generally. 

17 QOM¥18810 ... KI&ILIIOI Well, I share all of 

18 your tbouqhta, not usually -- not because I can read 

19 thea, but because both you and Commissioner Deason 

20 have addressed areas that I'm a lao concerned about. 

21 And I gueaa part of my hope in tryinq to find a middle 

22 qroW\4 ia thet we qive an appropriate recognition that 

23 the initial outage that began on September 2nd was a 

24 fo~ced outaqe, that there was an equipment problem 

25 that hac! to be oorrectecS. AncS, therefore, that we 
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1 include and allow recovery for the tual replacement 

2 for aoaa period of tiaa that would ba raaeonabla, but 

3 that we alao initiate vary aoon an invaatigation that 

4 allow• ua to dataraina why the outage continuea. And 

5 if it•a not related to that equipment problat., then 

6 what it ia related to. Because that Je where my 

7 concern coaas in. 

8 Not that I'a auggaating any bad aotivaa to 

g the coapany, bacauaa I'm not. But it does aeem to me 

10 that there can ba any nuabar of raaaona why a conpany 

11 would want to extend an outage eapocially in theae 

12 days ancS tiaea when tba couree that the future 

13 electric industry restructuring ia going to take are 

14 up in the air. And ao I want to ba aatiatiad before 

15 we allow too auch recovery, that tho reaeona behind 
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16 thia outage are prudent aanagament deciaiona that lead 

17 to and raaultad in coata that are appropriately paased 

18 onto the ouatoaare now. 

19 I don't know exactly where to draw that 

20 line, and that'• probably partially a raault ot the 

21 fact that I haven't bean doing thia but tor three 

22 years, and I thinlt I've only aat on halt the fuel 

23 racovariae in that time. So trying to undaratand the 

24 whole aachani .. of how the paet pat•iod, the currant 

25 period, and the projected period fJt together iA 
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1 I'm tin41n; ao .. what dittioult. 

2 So unless someone from statt, or unleaa 

3 commissioner Deason who aaema t~ undaratand all thia a 

4 little bit batter than I do, can help me to understand 

5 how thoaa three perioda, ainca it'• a rolling nUJD.ber, 

6 how they tit together, I don't know how to do the 

1 aaparation. 

8 ~ JOS.8a.la Parhapa Staff can help 

9 vitb that. And I'll make one, while you all are 

10 thinking about that -- I aae you aailing. 

11 I don't think I have a problem allowing the 

12 recovery a• it haa been raqueated. My main ia•ue went 

13 to ua 9ettinq in tb•r• •• quick as posaibla and making 

14 our determination, and staff coaing back to the 

15 co .. iaaionera and kind ot telling the Commiaaionara 

16 kind of doing that tact finding and tel!ing us whether 

17 or not the action• were prudent or whether they were 

18 managerial problema, that kind ot thing, •• aoon ae 

19 poaaibla. An4 I don't evan know what "a• aoon aa 

20 poa81l'»la• 1• going to ••an. And I '• aura Staff 

21 doesn't know either what the time frame would be like. 

22 But wb.at I hear you saying, CoiiUDiaaioner 

23 Kiesling, i• there'• aome of these coat• that you 

24 might want to pull out now. 

25 



1 underatanding how thia work• correctly, the number 

2 that w• are coainq up with here ia a c011bine4 nUJDber 

3 that reflects what happened during the period April 

4 through September of '96, what happened between 

3 .. 5 

5 october and the end ot March '97, and what we think is 

6 going to happen from April let through September of 

7 '97. All I right eo far? 

8 u. BUll Yea. 

9 CQMKX88IOJID UULBGI Yea. 

10 u. BUSa Let me see if I can ""o ~his very 

11 aU.ply. 'l'be true•up aaount that we've talked about, 

12 the 102 million, is tho result of two periods, the 

13 April '96 ~ougb September '96, and the october '96 

14 thrOUC)b Karch of '97. 'l'bat' • associated -- the $102 

15 aillion true-up 1e aeaociated with tha true-up for 

16 those two period&. 

17 COXKI88IOJSR KIBBLI•Ga Just tor the nuclear 

18 OUtaCJ8. 

19 xa. BASSI No, not just tor the nuclear. 

20 All the operationa ot the company and the way the 

21 company rune ia reflected in that true-up, whether it 

22 be a difference in sales between what waa projected 

23 and Vbat actually ooourred, whether the other unite 

24 ran difference• in tual price, it'• everything. So 

25 you can't say the $102 million 1• strictly due to the 
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1 nuclear unit. 

2 OQMMX88la.BR o ... o•a The 102 alao inoludea 

3 the aettlemant agreement• which we juat voted to 

4 dual low. 

5 COKMI88l0 ... Kli8L~Ga Tbat•a what I waa 

6 trying to underatand. ~at vae the fooua of my 

7 queation. 

8 u. aaaaa That true-up i~ one piece when we 

9 aet the fuel factor; so you have thoae two periocSa 

10 which we'd call the past, the prior period, and the 

11 current period. Then we have the projected period . 

12 An4 what the utility doea ia they project what their 

13 fuel ooata will be for the April through September '97 

14 period. They add up all thoae fuel coata and 

15 9enerati on ooata and all that, and then the true-up ia 

16 added or aubtraoted from that to deteraine what the 

17 final f oetor ia. 

18 So there really ia no true-up associated 

19 with the Apr il through September '97 period because 

20 that'• atriotly projected. 

21 COKK%88lO..a KIB8Ll.Ga Thon the $102 

22 aillion that you just mentioned, ian•t re4lly $102 

23 aillion baaed on what we voted on 148 and c ~nd 24A 

24 and B. 

25 u. IIU8a There i a a piece of the 148 and c 
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1 an~ the 24A an~ B in that current period., the 

2 .. ttaated actual period that we are in. 

3 COJOII8810JID UUL111Q: Ri9ht. 

4 xa. BalSa Thera•• a piece ot it that is 

5 inclu~e~ in that 102 million un~errecovery. 

6 COIOII88IOJID KIULIBCU Ri;ht. Which is 

7 90in9 to shift now - -

8 U. BUS a Which will be taken out. 
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9 OOKMISSIOBBR KlaiLI.GI -- to the projected 

10 period it it'• approved. 

11 u. DS&a No . What you voted is the piece 

12 ot the ooqen contract settlement that was include~ in 

13 the 102 million. That will be r8JIIoved. The piece ot 

14 it that's include~ in the ~otal coat ot ayate~ 

15 qenaration tor the April '97 throuqh September • 97, 

16 that will be r81Dove~. 

17 OOKK188IOBBR KIBBLIBGa So what is the 

18 n'mbar then? If it'o not 102, what is it? 

19 u. BUSt For the Pasco Coqen and the Lake 

20 COgan, th• aaount that will be removed is 13,675,669. 

21 CDDD• JODSOIII Say that aqain. 

22 u. •usa That will be removed from the 

23 true-up out of the 102 million. 

24 COJIJI%88IOKD. KIIBLI.GI So we a.re down to 

25 about 90 •illion? 
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1 111. DJII Yea. 

2 COKMllllOIIa Xl .. Lt•oa I mean, I 4i4n't 

3 have a calculator, I just di4 it in my head. 

4 u. u.asa 'l'ha amounts that will be removed 

5 troa the April '97 through Septeabar '97 period is 

6 2,704,627. That doesn't affect the true-up, though. 

7 COIDIIIIlOifD UIILDCJ a Right. 

8 COKMI88IO..a oaaso•a It doesn't affect ~a 

9 trua .. up, but it does have an affect on the factor 

10 which is goiDCiJ to be utiliza4 in calculating 

11 ou.toaara• billa. 

12 

13 

u. BUS a Exactly. 

ODKM188IO•BR XIISLt•aa Essentially, there 

14 is no micSdle ground than from what I'm understanding. 

1!5 tt•a either, with the tual replacements costa, it it's 

16 goinq to be included in the true-up factor, it'• going 

17 to be the costa that were inourra4 between April 1, 

18 '96, and March 31 --

19 xa. BASSI 31. 

20 COJIIlllllOJfBR JtliSLUJQI 31, thank you, 1 97. 

21 u. auar correct. 

22 COKI%1110 ... D&a80.1 'l'ha company ia not 

23 requeatiJ\9 any projected replacement fuel costa 

24 beginning with this next projection period. 

25 ODKM118lOifD ltli8LIBGI Okey. I've got that 



1 part. 

2 so then, I queaa co.miaaioner Deason or 

3 Chairaan Johnson, we are all looking for some middle 

4 ground. What middle ground ia possible? 

5 ~llla.la DBISO.s Well, when I was 

6 de~ibing ay position, I -- I think there•• two 

7 extr- poaitiona. And the one extr .. e, I think even 

8 Power Corp ie not p~opoaing. That would be to 

9 calculate all the replacement fuel costa, even those 

10 that they would project. They are not doing that. 

11 And they are alao requeating that the underrecovery be 

12 aaorthed over a 12-month period when normally it's 

13 4on• over six aonths. So that's apreadin9 the coat to 

14 aoae extent. 

15 The other poaition, the oth~r extreme 

16 position, would be to not allow any dolla.ra in 

17 replacement fuel costa whataoever to iJQPact this 

18 period'• fuel adjustment factor. That would be 

19 following the argument tor Public counsel that there's 

20 not been any ahowing whatsoever ot the prudency of 

21 those costa and, therefore, it would be inappropriate 

22 to begin allowing any recovery whatsoever. 

23 And there ia some .. rit to that arqument. I 

24 .. not just diaaiaainq it all. t()(Jatber. The concern 

25 that I have ia that fuel adjuataent by ita nature ia a 



1 aaka lthola type proceed.in9. An4 if at aoa~ point wa 

2 do a tborou;b invaati9ation an4 wa decide that all or 

3 a ai9nifioant portion of the ~•placa .. nt fuel costa 

4 vera prudently incurred, thara•a 90ing to ba a 

s tr..ancSoua burc5an on the ouatolllara to ba paid at that 

6 point. 

1 An4 9ivau the illpaota nov, Vbicb are 

a aiti9atad to ao .. extant by tba fact that it doesn't 

9 include any projections and the undarracovary part ia 

3SO 

10 bain9 aJIOrti&acS over 12 110ntba, and aaainq the U.pact, 

11 I would ba axtr .. aly tearful to ••• what the iapaot 

12 would ba if we do aoaatbinq tvo years fr011 now ancS 

13 it•a finally datarainad that aoat of thoaa coats ware 

14 prudently incurred. And than you•ve 9ot two yaara ot 

lS intaraat on top ot that t~ ••• what the impact would 

16 ba. It would ba extremely friqbtaning. And so, while 

17 I undaratand Public Counaal'• ar~ant and there•• a 

18 lot of aarit to it, I'• reluctant to go that tar with 

19 it, 9iven thA fact that at ao•• point aoaa ct thoaa 

20 coats aay have to ba flowed tbrouqh the clauae. 

21 I think that Staff'• raco .. endation ia 

22 pretty auch a oo.pro•iaa in itself, 9iven the tact 

23 that tbera 1• aome impact on ouatoaera now, but 

24 raalizincJ that ouatoaara are protacta.S, too. If wa 90 

25 through our invaatiqation and it is datar11inad that 
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1 thoee replaccaent fuel coata were t.prudently 

2 inou.n-84, then the CNatoure vill 9et that ao.ney 

3 ratuncSed vitb intareat. So there 1• protection there 

4 aa vall .. 

5 so that'• why I think what Staff ia 

6 reoa.aen4inC) ia pretty auch a aiddle ot the road 

7 approach aa it ia, even tbou9h the apaot 1• very 

8 aignifioant by lookinC) at Exhibit 25. The only thinq 

9 I oan aay ia that with our vote on the Lake and Paaoo 

10 COcJ•n avre-enta, that that nwaber, that 8865, will be 

11 reduoecS to aoaa extent. How auoh? I don't know. 

12 oa. Staff have an idea of vhat that iapaot 

1J would be on the 8865 juat rou9hly? 

14 D .... -.na Are you talkin9 about the 

15 total a.ount that • • been --

16 CQIM%88IGIBR oaaao•a The total reaidenoe 

17 tor 100 kilowatt hours total bill troa Florida Powe.r 

18 corporation? 

19 Ma. WKIBUBRa No, I don't have it broken 

20 dovn to that baaia, but the total ia about 27 aillion 

21 betWeen oopaoity and fuel. I haven't tranalatad that 

22 into the iapaot on the bill, but we can do that fairly 

23 quiokly. 

24 COIGaUIOJID DDioall But we do know the 

2!5 direction. 'l'he direction vould be down troa th• 8865 . 
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1 And let .. say that I agree with Chairman 

a Jobnaon that we do need to initiate an invaatigation 

3 aa quickly aa poaaible. I do underatand the rationale 

4 that baa been utilised in the paat, that ve don't want 

5 to initiate a full-fledged inveatigation and ~~at in 

6 .oaeway hinder tha coapany•a efforta to getting thia 

7 plant on line. I don 't want that to be the raault. 

8 But on the other aide of tbia coin, we are 

9 looking at an extremely long outage. We already have 

10 the conauaera counael, Mr. Shreve and Mr. Howe, 

11 telling ua that they think that we ahould have already 

12 bad aoae evidence in front of ua today bet~=• we allow 

13 the firat dollar to be included in the clauae. I 

14 think that under Staff'• recommendation we are not 

15 recognising all of thoae costa, but a portion of 

16 thoae. That va need to qo ahead and qet movinq and 

17 trying t o qat that information aa quickly aa possible. 

18 Ancl let .. aay that if it appear• that thoae 

19 coata, even if it's juat a preliminary determination 

20 by our Staff, that those coata, tboae replacement fuel 

21 coata, are being incurred because ot an imprudent 

22 action by ~nag .. ent, that I'd be the firat to auggeat 

23 that we 4o a aidcourae correction and go ahead and get 

24 thoM doll an out of the recovery. 

25 Like I aay, my biggeat concern ia in the 
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1 event that those costa are prudently incurred and at 

2 aoae future time we have to recognize those coste and 

3 have an extr .. ely large i.Japact on the cuat011era, I •a 

4 trying to avoid that to •o•e extent. And I think 

5 Staff'• recomaendation does that to a limited extent 

6 and that it would be the appropriato thing to do at 

7 thia tiu. 

8 a .... m.Da Jbccuae .. , we did get an 

9 eatiaate froa the coapany, excluding the buyout costa, 

10 would reduce the typical bill by $1.23. 

11 OQIOIT81I011D XIULIJI<U Okay. Well, I think 

12 I can Hcond your aotion, but I can tell you that I'm 

13 only aeconcUnq it because we are going to have an 

14 inveatigation. It's going to be quick, it's going to 

15 be soon, and that we'll have aoae idea ot what is 

16 going on certainly by the time we get to the next tuel 

17 adjuat.ent. And I just hope I'a aaaiqned to that 

18 panel. 

19 

20 that it we qet to the next projection period and we 

21 still don't have any intoraation about the basic 

22 character ot this outage and the reasons tor it and 

23 .ame aore infonaation on the expected outcoae ot it, 

24 it that information is lacking at that point and the 

2!5 record is totally void like it is riqht now, that I 
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1 voul4 be extr .. ely he•itant to even allow the 

2 continuation ot what haa alraa4y bean 4at armine4 to be 

3 allowa4 tor recovery, eo --

• COMMII8IOIZR EIIILX.Ga Than I hope you are 

5 alao aasigna4 to that panel. 

6 caaxa.a. JOBB8o•a I'm taking notes . 

1 OOKK%••10 ... XIIILI.Ga Okay. 

8 

9 approve Staff raoommen4ation -- I guess va are 

10 ao4ifying it a bit baoauae they 4i4 aay that the iaaua 

11 •houl4 be deferred until a r eview of the nuclear 

12 outage, they weren't conteaplatin; the inveatigation. 

13 so we'll 1104ity it. 

14 COKIUI.IOJID XIIILIJIGI Yeah, I think that 

15 vaa the aotion that commisaioner Deaaon aa4a, vas to 

16 qive it to th .. in this period, but initiate an 

17 investigation that will be as quick as Staff can tit 

18 it in. Obvioualy, I recognize that quick i s 

19 4itticult. 

20 COKKI.Ola..R DIABO•a An4 let aa aay that 

21 even it that cannot -- it the ful l tle4ge 

22 inv .. tiqation just cannot be ache4ule4 an4 

23 accaapliahe4 before the next projection period, we are 

2• going to have to have some baaic intoraation to even 

25 inolu4e any of theae coat a in the next projection 



1 I period. 

3 
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OOIM%1110 ... KliiL~Qa And ,t que•• to that 

3 end, while wa haven't voted -- there'• been a motion 

4 and a second, I think it's probably qoinq to pass, and 

5 I would just urqa the company to don't make ua to have 

6 to co•• and aak you every queation. You underatand 

7 the problem now, and you underatand the kind ot 

8 intoraation we are looking tor. And if you make it 

9 pulling teeth, then you may not get to avail yourself 

10 of it in the future. 

11 u. JOIDf&OKa staff would just like to know 

12 Whether or not you would like an investigation to be 

13 in a aeparate docket that w• o~~ or ae a part of the 

14 fuel proceadinq. 

15 owatRMa• JOS.8o•a Wbich would be the moat 

16 expeclitioua? 

17 CONX%88IO..a DBIBO•a Mr. Shreve has a 

18 COJIIJient. 

19 xa. 8BR.VBa I have a question. So tar the 

20 entire reference has been to the Staff investigation. 

21 Now, the comaiaaion baa a mechanism that they oan 

22 carry out investigations that are confidential and 

23 handled totally by the Staff and the Commission. I 

24 think it'• an oversight, but the Public counsel and 

25 FIPUG is goinq to be totally invQlved in this and not 
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1 just rely on the Staff inveatigation. 

2 COMMllllOMBR Dwa~o•a I'• glad you brought 

3 that up. Let •• clarify. In aome instance• the tena 

• •investigation• haa a very apeoial meaning and our 

5 procedure• cover that, that'• not what I had 

6 enviaioned. When I talk about -- I •m talJdnq about a 

7 docket, full due procesa, full participation. 

I There may be other people out there that 

9 want the to intervene, other than Public counsel and 

10 PXPUG, they would be wel.c0118 to intervene. It' a a 

11 docket. And when I use that term "investigation,• I 

12 didn't mean it in the very limited son••· 

13 a. ~~ Nlo, no. I wasn't talking 

1• about -- I think everybody has just kind of as an 

15 overaigbt been talking about the Staff investigation, 

16 but we raiaed the iasue. We do intend to pursue it 

17 aruS not wait. We think it needs to 90 ahead and be 

18 puraued immediately to ~ay everything out. 

19 And the only reaaon I raised it is because I 

20 thOUCJbt you man~ it probably would be in the context 

21 of a fuel adjustment docket and we'd 90 through the 

22 discovery and everything and do whatever we wanted to. 

23 But since there baa been meohaniaaa tor investigation 

2• in the past, I didn't want it to be like one ot those. 

25 COMX%88la.BR Da&aa.ra It's certainly not 

ft.ORIDA l'UBLlC 8DV%Ca C0Dl8810Jr 
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1 liaited to our Staff and that's not what I envision 

2 Wb&.t.oever. The only thinq ie the only people we oan 

3 direct to do anything ia our Staff. And ao I queaa we 

4 are directin; them and inviting you to participate. 

5 a~ a....v.a We accept. 

6 CBai1tDII JOIDISOIJJ Thanka tor the 

7 clarification. Do we need to vote than? 

8 u. JOJDIIOIJ: Well, staff's concern ia th.at 

9 for the fuel docket, we already have eatabliahad 

10 bearing dates. And thoae datee are I couldn't t oll 

11 you right now, but they are already on the calendar. 

12 If we were to open a separate docket, there•• n.o 

13 c;uarantee that hearinq datea would be available prior 

14 to the August fuel hearing. 

15 OOMKI88Ialla oaaso•• well, I think thi• ie 

16 ·~•thing you can work out with the Chairman'• office. 

17 OD%aJI&II JODSOIJI Yeah. 

18 COKK%88IOIJBR DaaBOBI Since I am no longer 

19 the Chairman, I don't have to worry about that. 

20 CKAIKXalf JOBB&o•• He lovea to aay that. 

21 (Laughter) 

22 xa. JOIIJ801fl And alao, whether or not --

23 the qu .. tion would be whether or not it ahould be 

24 aaaiqned to the aame panel aa the fuel docket. 

25 CRaTIXIW JOIW8ala We'll work throuqb thoae 



1 issues. 

2 

There is a aotion and a second. 

COXIUIIIO- DJIUOJU And one further 

3 clarification. I guess inherent in ay aotion I'a also 

4 addressing 14E because I think ve need to do it under 

5 a 12-aonth recovery to aitiqate the iapact. 

6 COKMIIIIO... XI .. Lr.GI An~ I vould also 

7 second that becauao it does seea that the aaount that 

8 we are talkinq about is still large enough that that's 

9 the only way we could do it with some concern tor the 

10 c::u.to..rs. 

11 xa. BOIBI Commissioners, before you vote, 

12 could I ask tor a piece of clarification? Aa I 

13 understand ths company's proposal, their original 

14 underrecovery waa 102 million, and they were only 

15 qoing to collect $54 million of that ~urin~ the next 

1~ projection period. It you lower that total from 102 

17 to 90, or 80, or anything else, they could still be 

18 collecting 54. so I want to know it by this vote, as 

19 you've been discussing it, you intend that the buyouts 

20 come ott of the naxe month projection period aa they 

21 proposed it . 

22 OQMMI81IO ... DJIUO.I No. I'm glad you 

23 raised that. The intention of ay motion ia that it 

24 would still be on a 50/50 split basis, realizing 

25 though that the number of kilowatt hours produced i n 



1 one eix-aonth period 18 qoinq to be different than 

2 another six-month period. That could hava an atteot, 

3 but it should rouqhly be halt ot the 90 aillion a.nd 

4 not just keep the 54 million in place. That • s the 

5 nature ot the motion. 

6 COIKIIIIO ... &IBILI.Oa Well, could I qet a 

7 clarification because I thouqht I understood the 

8 t .. ttaony to be that it waan•t 50/50 and they 

9 acknowledged that up front. 

10 COMIU88IOIID DD.Bo•a Well, that'• because 
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11 there•• a different number ot -- during one six-month 

12 period they project a certain amount ot kilowatt houro 

13 and in a different six-month period there's another 

14 amount ot kilowatt hours, and I queaa it has to do 

15 with the seasonality ot consumption. And that • s the 

16 reason they came up with 54 --

17 OQMX%8810 ... K1B8LI.Qa Okay. 

18 OOMX%1810 ... DBA&o•: -- as opposed to 51. 

19 That ditteren~e, I don't have a problem with that, 

20 realizinq kilowatt hour projections are going to vary 

21 trom one six-month period to another. But that the 

22 basic theory beinq that it's qoinCJ to be spread over 

23 12 months as opposed to six, that needs to continue. 

24 aa.x...a 30KM8o•a With that clarification, 

25 then the motion is -- show it approved unanimously. 

~IDA PUBLIC 8BRVICI COMX%8810. 



1 AM on the procedural bauea and bow we will aet up 

2 the doclceta and the asaiqnaenta, we' 11 take care ot 

3 that 'tter thia proceeding and make aura all the 

4 partie• are put on notice. 

!5 But it w.ill be a tull participatory 

6 inveatiqative docket or activity. 

7 COIIIO'IIIOIOIR DDBO•a I think that leavea 

8 Iaaue 188. 

9 MS. Jo .. aoaa Yea, that•• correct. 
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10 COIOIIIIIOIOIR DDBO•a ColiiJDiaaionera, I asked 

11 a taw queationa on thia becau•• aince it does not 

12 apaot the r.ewarda or penaltiea for this period, but 

13 ia baaically to impact what is going to be the 

14 tarqeta, the next reward or penalty phase ot thia 

1!5 proceeding, then I want to make eure whatever action 

16 we talc:e puts the atricteat tarqeta on the Company; the 

17 tarqeta which would encourage them to be ae efficient 

18 as poaaible, eapecially realizing that CR-3 1• going 

19 to be ott line. 

20 What Staff haa told me ie that they believe 

21 that that objective ia reached by their recommendation 

22 wbioh would take CR-3 out of tho•• target 

23 oalculationa, and with that understanding I would movG 

24 Staff's recommendation on Iaaue 188. 

25 COKKIIIIOBBR KI.ILI.GI I will aecond that 

n.DJliDA »UDLlC 8DV%CB COIDIIIIIO• 
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1 tor the .... reasona. And I'• so glad you asked thoae 

2 qu .. ttona, beoauae I didn't have auch of an idea about 

3 what the lonq range ilQpaot was of taking it in or 

4 exclucUng it. 

5 CJDDDJI JOD80Jia We' 11 have a unaniaoua 

6 vote on tbia particular iaaue. 

7 I did raiae the iasue, and approached staff 

8 about the tact that tbia seems a bit of a mismatch, 

9 and it is. But I reooqni!e that the poli~r reasons 

10 behind that are leaaening the impact on the cuatomera 

11 with reapect to allowing the projected number• to 

12 include the particular unit, but with reapect to the 

13 GPI' bave tbea exclude it. 

14 so recognizing that and the policy reasons 

15 behind that, show thia recommendation on Isaue 18 ba 

16 approved unani•ously. 

17 xa. JOKIIOBI I'll note that Issue 18A is a 

18 fallout aa a reault of your deciaion on 188. And also 

19 to remind the Commisaion that now that we•ve ruled on 

20 Iaaue 188, we can now move into evidence the revised 

21 version of the testimony f or FPC's QPIP witness and 

22 bia exhibita. 

23 CKI%...W Joa.sona Which witne•s was that 

24 in? 

25 .a. •oGIII zuloaga. 

JLORIDA PUBLIC 8BRVICB OOKM%8810. 
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1 CDtPDlf JODSOJU Show that testimony than 

2 inaerted into the record as though read. 

3 MI. JOBBIOIJ There were exhibts, yes. They 

4 are axhibite 5 and 6. 

5 caaxawa• JOBBSOIJ And Exhibits 5 and 6 will 

6 be adaittect u identified and as urke4. Are there 

7 any other t .. ues? 

8 (&xhibits 5 and 6 received in evidence.) 

9 MI. JOS.so•• The stipulated issues have not 

10 yet been approved and the fallouts aa wall. 

11 COMMIIIIOWBR DBASOII I would aove approval 

12 of all stipulated issues and allow Staff to calculate 

13 the fallout• and approve those consistent with our 

14 vote. 

15 CGMM%11IOKKR KI.ILXIUI Second. 

16 OBaiPIIUI JOD80JII Show those approved 

17 unanilloualy. 

18 COMMI18Ialla o.aao•• Before we adjourn, let 

19 .. say that I know that Staff is going to have their 

20 hands full looking at the CR-3 situation and I want 

21 them to certainly have that as their high priority. 

22 But I think Public counsel baa raised a very 

23 fundamental question during this proceeding, and at 

24 some point we need to take a look at it. And that is 

25 when we have a situation of this nature, should we 



1 require a coapany to uka an up-front showing before 

2 there are raplac ... nt fuel coste allowed to be 

3 included in the fuel adjuetaent factor? 
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4 I think heretofore we have not done that, at 

5 least we•ve not done it consistently. And I was 

6 concerned with cbanginq the rules, eo t o apeak, in 

7 aid-atreaa tor this currant projection period. 

8 I don't have a probl.. doinq it if everybody 

9 is put on notice up front that'• what we expect. Than 

10 it a party tails to do it, not to allow that recovery. 

11 I think that'• a very fundaaental ques tion that needs 

12 to be addraaMCI at aoae point. So I'd want that --

13 while you may put it on the back burner tor right now, 

14 when you look at the aora pressing aattare, I don't 

15 want it iqnorecS. I think it'• eomathin'J that needs to 

16 be looked at and probably something wa need input on 

17 not only fro• Public counsel's office but from the 

18 other investor-owned utilities as well, not just Power 

19 Corp. 

20 xa. ..... Commissioner Deason, I believe 

21 basad on our discussion hare today and the colDJiants 

22 froa the commission, all of tha utilities are probably 

23 on notice now and will look aora carefully at their 

24 tillinqe to ensure they do have eutfioiont information 

25 in their prafiled testimony that addresses all the 

FLORIDA VOBLlC IKRVIOI OOXKIIIIO. 



1 i•auu. 

2 CJiaDDJf JODSOBI You raiaa an excellent 

3 point. Staff and I, wa mat lata yaaterday, thi• 

' eveninq a~1 thia aorninq, to diacuaa just that point. 

5 An4 it waa intere.at1nq to •• aa we want through the 

6 exerci•e that there waan • t a •et rule; that we cUdn't 

7 have criteria but we could rely upon our paat 

8 prece4ent and paat precedent wouldn't lend it•alf to 

9 thia kind of a procedure that PUblic counsel had 

10 articulated. 

11 But I auat aay, when PUblic counaal raiaad 

364 

12 the arquaant, it make• ••M• that va do thia. We juat 

13 need to coaa up with a formal procaaa, put all of tha 

14 partie• on notice, particularly when you're dealing 

15 with theaa kind& of dollar• and iaauaa of thia 

16 aagnitude, wa can not allow ouraelvaa to •it with 

17 blinder• and CJO forward in a aechanical vay. Wa auat 

18 analyze both costa and cauaaa. And to tha extant that 

19 there are probleJU, put ouraelvaa in a position where 

20 we can addraaa them aa quickly aa poaaibla. Given the 

21 fact what we ware dealing with here today, I think 

22 wa•ve put ouraalvaa in a po•ition whara we can addreaa 

23 tbaa aa quiCkly aa poaaibla1 not aa quiok!y aa you 

24 would have wanted, but I appreciate your bringing the 

25 iaaue to our attention, and hopef ully it will help ua 



365 

1 tocu• our direction and parhapa change that direction. 

2 And again, it vaan•t picking at the Company. 

3 And I think you even rocogniza that perhaps in 

4 hindaight it might have been batter had mora issues 

5 and mora taota bean pruanted. 

6 We're all on notice now a• to what vo•ra 

7 going to try to a~iava and va will have a opportunity 

8 to explore thoaa tact• in a aubsaquent proceedings. 

9 Thank you vary much. Any other questions or 

10 concerns? 

11 MI. MoGlia I have just one question on 

12 claritication. It concerns Iaauaa 148, c; 24A and B 

13 Lake and Pasco cogan isauea. 

14 Your ruling indicated that the coste vera 

15 diaallove4 tor this period. I just vantwd it to be 

16 clear that they vera to be excluded tor purposes of 

17 calculating the bill, but that aaswaing · -- it those 

18 it- are approved in March, then they'll be able to 

19 be included in th calculation next time juat as they 

20 would have bean in the current period. 

21 COMXIIIJOIIR DIABOBS I'm the one that made 

22 the aotion ao let me clarity my action: is that they 

23 are disallowed for purpoaea of this proceeding, or 

24 excluded from the calculation. We'll look at the 

25 prudancy of that. But I want to put you on notice 

:rLOJtJD~ H'BLJC IDVICI COJOIIIIJOJI 



1 that Public CollJUiel has raieed an arqument about the 

2 tilling and whether -- it those are approved whether 

3 the timing for inclusion in the fuel adjustment would 

4 be with our approval or if there would ~ some 
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5 retroactive application concerning actions you took in 

6 sattlinq those contracts. I think that's an open 

7 issue. My action dooa not say whether it will be 

8 retroactive or not. ones prudancy is determined, 

9 we'll determine when those costa begin to flow through 

10 the clause end at what point those costs start to 

11 accrue tor inclusion in fuel adjustment. I'm a3king 

12 no 4ataraination whataoavar on that question. 

13 But I am agreeing with you that the basic 

14 question of prudancy will be determined. And it those 

15 coats are determined to be prudent, it uertainly will 

16 iapaot fuel adjustment at soma point. Today • • vote ie 

17 no determination on the prudency ot those decisions 

18 whatsoever one way or the other. 

19 Ma. lloQDa Thank you. 

20 CB&IIUIU JOJDfSO•a Any other claritioations 

21 needed? Any other questions? Any additional matters? 

22 MI. JOKIIO•a Hot that I'm aware ot. 

23 CBaTP~ Jo .. ao•a Seeing none, this hearing 

24 is adjourned. Thank you very much. 

25 (Thereupon, tba bearing concluded at 

rLORIDA ~OBLIC IBRVICB COKKI88IOH 

l 



1 tbat Public Coun8el baa raiaa4 an ar~2nt about the 
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3 the tiainq for incluaion in the fuel adjuatment would 

4 be with our approva l or if there would be aomo 
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5 retroactive application concerning actions you t ook in 

6 aettling those contracta. I think that'• an open 

1 iaaue. My action does not aay whether it will be 

8 retroactive or not. once prudenoy i• deternined, 

9 we'll deteraine when those costa begin to flow through 

10 the clauaa and at what point those costa start to 

11 aoorue tor inclusion in fuel adjustment. I'm making 

12 no deteraination wbataoever on that question. 

13 But I aa agreeing with you that the basic 

u qu .. tion of prudency will be deterained. And it those 

15 coat• are determined to be prudent, it certainly will 

16 upact fuel adjuatllent at acme point. Today • a vote ie 

17 no deteraination on the prudenoy of those decisions 

18 whataoever one way or the other. 

19 Jill. lloGIII Thank you. 

20 CBaTP~ ~aa.so•• Any other clarifications 

21 needed? Any other queationa? Any additional matters? 

22 a. JOJDIIOJII Not that I '• aware of. 

23 QWITI~ JOKISOII Seeing none, thia hearing 

24 ia adjourned. Thank you very IIUOh. 

25 (Thereupon, the hearing concluded at 3:30p.m. ) 
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1 STATE OF FLORIDA) 
: CBR'l'IFICATE OF REPORTERS 

2 COUNTY OF LEON ) 

3 We, JOY JtELLY, CSR, RPR, Chiet,Bureau of 
Reporti"9, R01fBHA NASH and RU'l'HB POT AMI 1 CSR, RPR 

4 Official co.aiaaion Reporters , 

5 DO BBRBBY CBRTIPY that the Baarinq in Docket 
Ho. 970001-EI vas heard by the Plorida Public service 

6 Comaiaaion at the time and place herein s tated; it ia 
further 

7 
CERriPIED that we s tenographically reported 

8 the aa14 prooeedin;a1 that th• aaae has been 
tranaoribed under our direct auperviaion1 and that 

9 thia traJ~cript, consiatinq of 366 paqea, Volwaea 1 
and 2, lnoluaive, constitutes a true transcription of 

10 our notu ot aai4 proceedings and the insertion of the 
prescribed prefile4 teatimony of the witneaaea. 

11 
~TED thia 25th day of February, 1997. 

12 
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