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Ms. Blanca Bayo, Director
Florida Public Service Commission
2540 Shumard Oak Blvd.
Tallahassee, Florida 32399-0850

Re: Docket No. 960002-EG

Dear Ms. Bayo:

Enclosed for filing in the subject docket are fifteen copies of the Direct
Testimony and Exhibits of Michael F. Jacob and the Direct Testimony and
Exhibits of Karl H. Wieland filed on behalf of Florida Power Corporation.

Please acknowledge your receipt of the above filing on the enclosed copy
of this letter and return to the undersigned. Also enclosed is a 3.5 inch diskette
containing the above-referenced document in WordPerfect format. Thank you for
your assistance in this matter.

. Very truly yours,
' James A. McGee

JAM/jb
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

Docket No.960002-EG
In re: Conservation Cost Recovery
Clauses of Electric Companies. Submitted for filing:

January 19, 1996

CERTIFICATE OF SERVICE
I HEREBY CERTIFY that a true copy of the Direct Testimony and Exhibits

of Michael F. Jacob and the Direct Testimony and Exhibits of Karl H. Wieland
filed on behalf of Florida Power Corporation have been furnished to the following

individuals by regular U.S. Mail this 19th day of January, 1996

Robert V. Elias, Esquire

Division of Legal Services

Florida Public Service Commission
101 East Gaines Street
Tallahassee, FL 32399-0863

J. Roger Howe, Esquire

Office of the Public Counsel

c/o The Florida Legislature

111 West Madison Street, Room 812
Tallahassee, FL. 32399-1400

Lee L. Willis, Esquire

James D. Beasley, Esquire

Macfarlane Ausley Ferguson
& McMullen

P.O. Box 391

Tallahassee, FL 32302

Charles A. Guyton, Esquire
Steel, Hector & Davis

215 S. Monroe Street, Suite 601
Tallahassee, Florida 32301

Joseph A. McGlothlin, Esquire

Vicki Gordon Kaufman, Esquire

McWhirter, Reeves, McGlothlin,
Davidson & Bakas

315 S. Calhoun Street, Suite 716

Tallahassee, FL 32301

H. G. Wells
276 Spring Run Circle
Longwood, FL 32779

Charles A. Costin, Esquire
P. O. Box 98
Port St. Joe, FL 32456

Ross S. Burnaman, Esquire

Legal Environmental Assistance
Foundation, Inc.

1115 N. Gadsden Street

Tallahassee, FL 32303
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G. Edison Holland, Jr., Esquire
Jeffrey A. Stone, Esquire
Beggs & Lane

P. O. Box 12950

Pensacola, FL. 32576-2950

Wayne L. Schiefelbein, Esquire
Gatlin, Woods, Carlson & Cowdery
1709-D Mahan Drive

Tallahassee, FL. 32308

Robert S. Goldman, Esquire

Messer, Vickers, Caparello,
French & Madsen

P. O. Box 1876

Tallahassee, FL 32301

Robert Scheffel Wright., Esquire
Fine, Jacobson, Schwartz

Nash & Block

215 S. Monroe Street, Suite 804
Tallahassee, FL 32301

Gail P. Fels, Esquire

Assistant County Attorney

111 N.W. Ist Street, Suite 2810
Miami, FL 33128-1993

John W. McWhirter, Jr., Esquire

McWhirter, Reeves, McGlothlin,
Davidson & Bakas

100 N. Tampa Street, Suite 2900

Tampa, FL. 33602

Terry Black, Esquire

Pace University Energy Project
78 North Broadway

White Plains, NY 10603

Debbie Stitt

Energy Conservation Analyst
St. Joe Natural Gas Company
P. O. Drawer 549

Port St. Joe, FL 32456

Richard A. Zambo, Esquire
598 S. W. Hidden River Avenue
Palm City, FL 34990

Mr. Stuart Shoaf

St. Joe Natural Gas Company
P. O. Box 549

Port St. Joe, FL. 32456

William B. Watson, III
Watson, Folds, Steadham,
Sproull, Christman & Brashear
P. O. Box 1070

Gainesville, FL 32602
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FLORIDA POWER CORPORATION
DockeT No. 960002-EG

DIRECT TESTIMONY OF
KARL. H. WIELAND

Will you state your name and address?
Karl H. Wieland, my business address is 3201 - 34th Street South, St.
Petersburg, Florida 33711.

By whom are you employed and in what capacity?
| am employed by Florida Power Corporation as Director of Business

Planning.

Please state your educational background and professional experience.
| received a Bachelor of Science degree in Electrical Engineering from the
University of South Florida in 1968 and a Master's Degree in
Engineering Administration, also from the University of South Florida, in
1975. | have also attended the Management Development Program at
Georgia State University and the Public Utility Financial Seminar
sponsored by the Irving Trust Company in New York. | am a registered
Professional Engineer in the state of Florida and | have been employed
by Florida Power Corporation on a full time basis since 1972. During
the first seven years of my career, | worked as a Transmission Planning
Engineer in the System Planning Department and as an Economic
Research Analyst in the Economic Research Department. | became
Manager of Generation Planning in 1979, Manager of Economic
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Research in 1983, and Director of Business Planning in 1990. My
current responsibilities include budgeting, financial planning and
forecasting, financial analysis of projects and proposals, cost benefit
analyses, fuel adjustment filings and the preparation of customer,

energy, and demand forecasts.

Would you briefiy describe your duties and responsibilities as Director
of Business Planning as they relate to load forecasting?

As Director of Business Planning, | am responsible for the corporate
customer, energy sales and demand forecast. This forecast is used
within Business Planning and by other Florida Power departments as the
basis for the Corporate Budget, the five-year Business Forecast, Facility

Planning, and other studies.

What is the purpose of your testimony?

My testimony covers three topics. First, | present the calculation of the
true-up balance for residential revenue decoupling for 1995. Second, |
present an update of my Exhibit 6, entitled "Proposed Adjustment to
RPC for Changes in Economic Conditions” for 1995 through 1997,
based on actual 1994 results as required by Commission Order No. PSC-
95-0097-FOF-EI, issued January 18, 1995 in Docket No. 930444-El.
Third, | present a proposal to defer amortization of the true-up balance
in order to allow the Company sufficient time to propose alternative
ways 1o return the balance to ratepayers which offers greater benefit

than a twelve month amortization
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What is the Revenue Decoupling true-up balance as for 19957
The true-up balance for 1995 is an over-recovery of $17,746,5631,

including interest of $532,7489.

How was this amount calculated?

The amount was computed in accordance with Commission Order No.
PSC-95-0097-FOF-E| and is based on preliminary estimates of actual
1995 Personal Income for the first two quarters. Third quarter estimates
will become available late January or early February and can be used to
revise the computation of the true-up balance prior to the hearings.
Detailed monthly calculations are presented on Sheet 1 of the attached

Exhibit.

What factors caused the over-recovery?
Unseasonably warm weather in May, June, and October appears to be

the major cause of the over-recovery.

What effect would a 12-month amortization of this true-up balance have
on residential rates?
Amortizing the $17.7 million balance over 12 months would reduce

residential rates by $1.18 per 1,000 KWh.

Did you prepare an update of Exhibit 6, entitled "Proposed Adjustment
to RPC for Changes in Economic Conditions” as specified in the
Commission order?
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Yes. The original and revised tables are presented on Sheet 2 of my

exhibit.

How were the amounts on the exhibit determined?

The 1994 KWh/Customer value was determined by using actual
personal income for 1994 to compute an economically adjusted
KWh/Customer start-up value for 1994. This adjustment reduced usage
per customer from the originally submitted 12,767 Kwh to 12,708
KWh. 1995-1997 use per customer figures were calculated by
escalating the 1994 value by 1.5% annually. The $/Customer figures
were calculated directly from the KWh/Customer value using residential
rates of $8.85 per month plus 4.02 cents per Kwh. The Personal
Income variable for 1993 and 1994 represents actual data. Values for
1995 through 1997 were calculated by escalating the 1994 value by
3.26% annually which is the same Personal Income escalation for years
1994-1997 in the original Exhibit 6. The 3.26% escalation rate must be
used to remain consistent with the 1.5% zustomer use growth rate for

that period.

Why is the Company proposing to defer amortization of the revenue
decoupling true-up balance?

Florida Power believes that by using the $17.7 million over-recovery
balance to reduce capacity payments to Qualifying Facilities, customers
will ultimately benefit by more than $17.7 million. Furthermore, since

capacity payments directly affect rates through the Capacity Cost
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Recovery Clause, customers will see rate reductions whenever capacity

payments are reduced.

How does the Company plan to reduce capacity payments?

The Company plans to conduct a "reverse auction” where Qfs will be
asked to bid reductions in capacity payments over time in exchange for
an up-front payment. To the extent that Qfs assign a higher value for
up-front payments than a reduction in payments over time (by use of
the discount rate they use to value cashflows), the $17.7 million can be

leveraged to produce more value to customers.

Who will make the determination that the results of such an auction are
beneficial to customers?

Florida Power plans to analyze bids received and accept those that
provide added benefit for customers. The selected proposals will be
submitted to the Commission for approval prior to any funds being
disbursed. The Commission will have final authority whether any or all
of the bids will be accepted. Should this process not produce the
expected results, the Commission can still choose to refund the balance.
Because of that, customers only have something to gain, and nothing

to lose by deferring the amortization.

Q. How long do you expect this process to take?




A. We believe that an RFP package for submission to the QFs, as well as
a timetable for completion of the process, can be ready within 60 days

of the Commission’s decision.

Q. Does this conclude your prepared testimony?

A. Yes, it does.

h:\jam\eccr\BB0002\khw-dec.tes
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FLORIDA POWER CORPORATION
Docket No. 860002-E1

Witnezs: K. H. Wisland
ExhibitMo.

Sheet 2 of 2

FLORIDA POWER CORPORATION
UPDATE TO EXHIBIT B (KHW-5] - NOV, 1885

* ORIGINAL®
Exhibit 6, (KHW.5)

PROPOSED ADJUSTMENT TO RPC FOR CHANGES IN

ECONOMIC CONDITIONS
ANNUAL PERSONAL

YEAR KWH/CUSTOMER §/CUSTOMER INCOME
1083 12,578 611.84 224,097
1994 12,767 61943 235,629
1965 12,050 627.15 244,355
1908 13,153 834,05 251,884
1987 13,351 543,60 259,440

Adjustmant to KWHICustomer for Actual Income:

KWH/Customer (Adjusted) =~ KWHICustomer (propasal) +
0208 * (Actual Personal incoma - Propased Persanal incoma)

* REVISED"
Exhibit 8, (KHW-5)

PROPOSED ADJUSTMENT TO RPC FOR CHANGES IN

ECONOMIC CONDITIONS
ANNUAL PERSONAL
YEAR KWH/CUSTOMER $ICUSTOMER NCOME
1083 12578 611,84 225,138
1994 12,708 617.08 232,815
1096 12,8090 82474 240,405
109068 13,083 832,52 248,242
1087 13,288 84041 256,335
Adjustment to X'WH/Customer for Actual Income:

KWH/Custorner (Adusted) = KWHICustomer (proposal]
0208 * (Actusl Personal Income - Proposed Parsanal Incama)




FLORIDA POWER CORPORATION
Docket No. 960002-E)

Witness: K. H. Wisland

Exhibit No.

Sheet 2 of 7

FLORIDA POWER CORPORATION
UPDATE TO EXHIBIT 6 (KHW.5) - NOV. 1885

" DRIGINAL®
Exhibit 6, (KHW.5)

PROPDSED ADJUSTMENT TO RPC FOR CHANGES IN

ECONOMIC CONDITIONS
ANNUAL - PERSONAL

YEAR KWHICUSTOMER $ICUSTOMER INCOME

i o TRy

1883 12,578 611.84 224,087
1894 12,767 819.43 235,629
1985 12,860 621.15 244,355
1996 13,163 634.95 251,884
1897 13,351 64390 259,440

Adjustment to KWH/Customer for Actual Income:

KWHICustomer [Adjusted) = KWH/Customer (proposall +
0208 * (Actual Personal Income - Propesed Personal incoma)

* REVISED"
Exhibit 6, (KHW.5)

PROPOSED ADJUSTMENT TO RPC FOR CHANGES IN

ECONDMIC CONDITIONS

ANNUAL PERSONAL
YEAR KWHICUSTOMER $ICUSTOMER INCOME
1993 12,578 611,84 225,138
1994 12,708 §17.08 232,816
1985 12,800 624.74 240,406
1896 13,083 832,52 248,242
1887 13,269 54041 256,335

Adiustmont to KWH/Customer for Actusl Income:

KWH|Customer (Adjusted) = KWH|Customer (proposal) +
0208 * {Actusl Parsonal Incoms - Proposad Personal Income)






