
1 BEFORE THE 
FLORIDA PUBLIC SERVICE COMJ.USSION 

2 

3 ---------------------- ----

4 In the Matter ot: DOC~ET NO . 960001-EI 

5 Fuel and Purchaoed Power 
cost Reeovery Clause and 

6 Generating Performance 
Incentive Factor. 

7 ------------- ------ - ------

8 

9 

10 

11 

12 PROCEEDINGS: 

13 
BEFORE: 

14 

15 
DATE: 

16 
TIME: 

17 

18 PLACE: 

19 

20 

:?1 REPORTED BY: 

22 

23 

24 

25 

FIRST DAY - HORNING SESSI 

VOLUME 1 

Pages 1 through 196 

HEARING 

COMMISSIONER J . TERRY DEASON 
COMMISSION JULIA L. JOHNSON 
COMMISSIONER JOE GARCIA 

Thursday, August 29, 1996 

Commenced at 10 : 00 a.m . 
concluded at 11 : 30 a .m. 

Betty Easley Conference Center 
Room 148 
4075 Esplanade Way 
Tallahassee, Florida 

H. RUTHE POTAMI, CSR, RPR 
Officia l Commission Reporter 
(904) 413-6734 
Official Commission Reporter 

1 

...., (!) 
,_ 96 ;!: 
<. 

-T 
,_ 

0 a: 
0 

<Y 0... .:.. 
•• w ..., 
...... V) Q;. 

:r. .... 
Cl'> 

:r ("") c. 
0: 

~ 0 - ("") 
•.> 

''"' ...... ~ --- en - • ;:.) 
0 <..> 

(,.) Cl> 
0 Q. 
Q ... 



l APPEARANCES: 

2 MATTHEW K. CHILDS, Steel, Hector & Davis, 

3 215 South Monroe Street, suite 601, Tallahcssee , 

t. Florida 32301, Telephone No. (904) 224 -7 595, appearing 

5 on behalf of Florida rover ' Light Company. 

6 JAMBS A. McGEE, Florida Power Corporation, 

7 3201 34th Street SOllth, St. Petersburg, Florida 33711, 

R Telephone No. (813) 866-5786, appearing on behalf of 

9 Florida Power Corporation. 

10 JEFFREY A. STONE, Beggs & La ne, P. 0. Box 

11 12950, Pensacola, Florida 32576- 2950, Telephone No 

12 (904) 432-2451, appearing on behalf o! Gult Power 

13 coapuy. 

14 JAMBS D. BEASLEY, Ausley & McMullen, Post 

15 Office Box 391 , Tallahassee, Florida 32302, Telephone 

lG No. (904) 224-9115, appearing on behalf of Tampa 

17 Electric Company. 

18 VICKI GORDON KAUFMAN, McWhirter, Reeves, 

19 McGlothlin, Davidson, Rief ar.d Bakas, 117 South 

20 Gadsden Stroot, Suite 716, Tallahassee, Florida 32301, 

2 1 Telephone No . (904) 222 - 2525, appearing on behalf of 

22 Florida Industrial Power uaera Group. 

23 

24 

/.5 

2 



1 APPEARA11CE8 CONTINUED: 

2 J OHN ROGER HOWE , Deputy Public Counsel, 

3 Office of Public Counsel, 111 West Madison Street, 

4 Room 812, Tallahassee, Florida 32399-1400, Telephone 

5 No . (904) 488- 9330, appearing on behalf of the 

6 citizens of the State of Flo rida. 

7 VICiti JOHNSON , Florida Public Service 

8 commission , Division of Legal Services , 2540 Shumard 

9 oak Boulevard, Tallahassee, Florida 32399-0870, 

10 Telephone No . (904 ) 413-6199, appearing on behalf of 

11 t he Commission Staff. 

12 

l3 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

3 



1 WITNESSES VOLUME 1 

2 NAME 

J DAVID P. DEVELLE 
Prefiled Direct Testimony Inserted 

4 into the Record by Stipulation 
LARRY G . TURNER 

5 Prefiled Direct Testimony Inserted 
into the Record by Stipulation 

6 GEORGE M. BACHMAN 
Prefiled Direct Testimony Inserted 

7 into the Record by Stipula~ion 
MICHAEL F. OAKS 

a Prefiled Direct Testimony Inserted 
into the Record by Stipulation 

9 M.W. HOWELL 
Prefiled Direct Testimony Inserted 

10 into the Record by Stipulation 
SUSAN D. CRANMER 

11 Prefiled Direct Testimony Inserted 
into the Record by Stipulation 

12 G.D. FONTAINE 
Prefiled Direct Testimony Inserted 

13 Into the Record by Stipulation 
MARY JO PENNINO 

14 Prefiled Direct Testimony Inaerted 
into the record by Stipulatior. 

15 GEORGE A. KESELOWSKV 
Prefiled Direct Testimony Inserted 

16 into the Record by Stipulation 
WILLIAM N. CANTRELL 

17 Prefiled Direct Testimony Inserted 
into the Record by stipula tion 

18 KA.RL l!. WIELAND 
Direct Examination By Mr. McGee 

19 Prefiled Direct Testimony Inserted 
Into the Record by Stipulation 

20 Cross Examination By Mr. Howe 
Cross Examination By Mr. llart 

21 cross Examination By Mr. Stone 
Cross Examination By Ms. Johnson 

22 Redirect Examinntion By Mr. McGee 

23 

24 

25 

PAGE NO. 

lJ 

22 

SG 

71 

84 

103 

131 

137 
139 

156 
159 
185 
193 
196 



1 EXHIBITS VOL'OllE 1 

2 NUMBER IO. AOMTO. 

3 
1 RS-1 10 

4 2 RS-2 10 

J RS-3 10 

5 4 RS-4 10 

5 CV-1 10 

6 6 RM-1 10 

7 RM-2 10 

7 8 RM-3 10 

9 RM-4 10 

8 10 RM-5 !0 

ll RM-6 10 

9 12 RLW-1 10 

13 RLW-2 10 

10 14 OPD-1 10 

15 DPD-2 10 

11 16 KHW-1 10 

17 KIIW-2 10 

12 18 LGT-1 10 
19 LGT-2 10 

lJ 20 GMB-1 10 
21 MF0 -1 10 

14 22 MF0-2 10 
23 MWII-1 10 

15 24 SDC-1 10 
25 SDC-2 10 

16 26 GDF-1 10 
27 GDF-2 10 

17 28 MJP-1 10 
29 MJP-2 10 

18 30 MJP-J 10 

31 MJP-4 10 
19 J2 GAK-1 10 

3J GAK-2 10 
20 34 GAK-3 10 

35 WNC-1 10 
21 36 IIL-1 10 

1 - 3, n 
22 6-ll 12 

14-35 1~ 

23 

24 

25 



1 
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3 

P R 0 C g E 0 I N 0 8 

(Hearing convened at 10100 a.m.) 

COM.K.ISSIONER DEASON: We can proceed to the 

4 01 d ocket. Are there any preliminary matters in the 

5 01 d ocket ? 

6 MS . JOHNSON: Commissioner, several of the 

7 issues in the 01 docket nave been sLipulated as well. 

8 There is not a clean division of stipulated testi~ony 

9 and exhibits tor several of the Florlda Power & Light 

10 witnesses; and Hr. Childs, I believe, i s prepared at 

11 this time t o offer soma additional information on 

12 that. 

lJ 

14 

COKKIS8IOllER DUSON: Mr. Childs . 

MR . CHILDS: Commiss.Loners, when we reach 

15 tho point of offering FPL witnesses , I had intended to 

16 call to your attenti o n that there have bean multiple 

17 sots o( testimony filed for certain witnesses where 

18 although some of those sets of teotimony and exh1blts 

19 arc not really related to issues that arc activ~ly 

20 disputed, they nevertheless need to be admitted into 

~1 tho ~ocord. And I also thought that it would be a 

22 waste of time to qo through the idcntl ! ication process 

23 for cnch of those sets of testimony individu~lly. 

24 And so what I had proposed to do is that 

25 when our witnesses arc called, I would 1dentify for 

6 



7 

1 you ~he testimony that the witness was sponsorinq as 

2 to an issue that we were litigating, and 1 have 

3 prepared a document, for whatever assistance it is, to 

4 indicate the additional testimony and exhibits that we 

5 want in the record so that we so that the reporter 

6 will know what is supposed to go in tho record. 

7 And I ' m trying to divide that between the 

a testimony, for instance, that relates to outagt.s at 

9 St . Lucie from testimony that relates to qcnf'ral 

10 calculation of the fuel adjustment factor and other 

11 matters that I don't believe are in dispute. ~nd I 

12 can distribute that to the Commissioners and the 

13 reporter now or when we get to FPL witnesses . I have 

14 already given a copy to Public Counsel, FIPUG and 

15 Staff . 

16 COMMISS I ONER D~SON : l~ell , I would 1 ike to 

17 have that announced, though, if you don ' t mind going 

18 ahead and doing that. (Pause) 

19 Mr . Childs, let me ~sk you thi5: I 

20 appreciate this breakout, but how is this going to 

21 assist us in this proceeding? It was my intent is to 

22 simply tor those witnesses whose testimony has not 

23 been stipulated in its entirety, we would take that 

24 testimony and go through normal pr~cedurc, and the 

25 parties could cross-examine on whatever portions of 



1 the testimony they deemed relevant. 

2 MR . CHILDS: Certainly they car.. What I was 

J doing, if you ~ill look at Page 1 for Mr. Silva, you 

4 will see that he is identified in the middle of the 

5 page as it relates to Issue 11. It ic my 

6 understanding that that ' s the only isauo that 

7 Hr. Silva is really addressing now that anybody really 

r di&putes or wa nts to inquire about. 

9 However, it you go down to the noxt section 

10 un~er Mr . Silva, you will see that there are five 

11 other set s of testimony for Mr . Silva, and whnt r wan 

12 pr oposing is thnt rather than me asking Mr. Silva the 

13 series of question~ about is this your testimony and 

14 do you have any changes and corructions and do you 

15 adopt it and identify it by date, and do that five 

16 times , that I would simply call ~o your attention that 

17 it ' s his prefiled testimony dated 7/26/96, and his 

18 Document No . 1 ono which has been proiden~l!ied as 

19 RS-4 that I think is ar active issue; and that I would 

20 ask, subject to objection by oarties, that the other 

21 testimony simply be inserted into the record, and that 

22 the other throe documents be marked for identification 

23 in accordance with our procedure as ~e go through tho 

24 hearing. And if anyone wants to inquire about any of 

25 this testimony, that's fine with us . l w.1s just 

8 
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1 trying to cut the procedural questions down. 

2 COMMI SSIONER DEASON: Ver~ well. Staff, do 

3 you have suggestions as to how we proceed at this 

4 point? 

5 MS . JOHNSON: I ' m prepared at this time, 

6 having looked at the list tha t Mr. Childs pre pared, to 

7 identify wh ich exhibits can be admitted in~o the 

a record for issues that have been stipulated. 

9 I will note t hat on the list that Mr . Childs 

10 provided t h ere arc listed two exh ibits that are 

11 omitted from the preheari ng order, RM-5 and RM-6, so 

12 those would have to be inserted as well. 

13 I would also add that it ' s customary, when 

14 there are certain issues that are remaining, to have 

15 the witness identify only those portions of the 

16 testimony that relate to those issues, and that it's 

17 understood that the other testimony is admitted into 

18 the record as though read . 

19 COMMISSIONER DEASON: Very well. Wha t I 

20 propose to do at this point before we start taking 

21 witnesses, the exhibits which are sho\m on Pages 29, 

22 30, 31, 32, just go ahead and preidentify, and give 

23 those preidentified exhibits -- and yive them exhibit 

24 numbers, realizing that we need to add RM-5 and RM-6 

25 to that list; is that correct? 



1 

2 

KS. JQ~BON: That's correct. 

COMMISSIONER DBASON: So what I propose to 

3 do is to identify for purposes of the record -- and 

4 these exhibits can be moved into the record or 

5 stipulated into the record at the appropriate time 

6 but they would be numbered beginning with the first 

7 exhibit, RS-l appearing on Page 29 and would be 

8 numbered consecutively oeginning there, and would be 

9 Exhibits 1 through 36 , the last exhibit being JILl, 

10 which would be Exhibit 36 . 

11 The two exhibits which are added, RM-5 and 

12 RM-6 would be Exhibits 10 and 11, ~nd 1 believe that 

13 that numbering is consistent . lf there's some problem 

14 with that numbering, someone point i~ out, but those 

15 numbers will be applied to those prefiled exhibits. 

16 {Exhibits 1-36 maPked for identification.} 

17 COKKISSIC'Nl:R DBASON: There are a number of 

18 witnesses whose testimony can be inserted into the 

19 record in its entirety and all cross-examination 

20 waived, and those witnesses have been identified in 

"'1 the prehearing order with an asterisk by their names, 

22 and thoBo appear on Pago 5. So wht\t 1 would prO('t"',;C 

.23 to do is to go :1head and if there is a motion to have 

24 that testimony inserted into the record, t<lke that up 

25 at this time. Does Staff so move? 

10 
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2 

KS. JOHNSON: Staff so moves . 

COMMISSIONER DB~SON: Okay . Without 

3 o b jection, the prefiled testimony of the witnesses 

4 a ppearing on Page 5 whose name is accompanied by an 

5 aster isk, those witnesses ' prefiled t estimony will be 

6 inse rted i nto tile r ecord . 

7 Likewise, the e xhipits which have been 

8 p r e number ed , wh ich we ju~t d i scussed , which accompany 

9 t hat profiled testimony , I assume like\dse they are 

10 being move d int o the recor d at this point? 

l.l MS. JOHNSON: ~es . According to my count, 

12 Staff moves all e xh ibits except E~hibits 4, 5, 12, 13 

13 and 36. 

COMMISSIONER DEASON: Could you repeat those 

15 numbers again, please? 

16 MS. JOHNSON: Staff moves all exhibits 

17 except exhibit s 4, 5 , 12, 13 and 36 . 

18 COMMISSIONER DEASON: Any objection to the 

19 admittance of all exhibits except !or 4, 5, 12, 13 and 

20 36? (No response) 

21 Hearing no objection I want to make sure 

22 everyone has ample opportunity to review those exhibJ~ 

23 numbers, because I just assigned those just a few 

24 minutes ago . (Pause) Any objection ? 

75 MR . HOWE: Ho objection. 

11 
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2 

MS . Dt1PHAN: No objection. 

COMMISSIONER DEASON: Very well. Those 

3 exhibits then will be admitted into the record and the 

4 cross examination will be waived for those witnesses 

5 whose name is accompanied by the asterisk on Page 5 . 

6 (Exhibits 1-3, 6-11, 14-35 received in 

7 evidence.) 
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FLORIDA POWER CORPORATION 

DOCKET NO. 960001-EI 

Re: Fuel Cost Recovery end 
Capacity Cost Recovery 

Final True-up Amounts for 
October 1996 through March 1996 

DIRECT TESTIMONY OF 

DAVID P. DEVEU£ 

a. Please state your name and business address. 

1 3 

2 A. My name is David P. Develle. My business address Is P. 0. Box 14042, 

3 St. Petersburg, Aorida 33733. 

4 

5 0 . By ..vhom are you omployed and in what capacity? 

6 A. I am omployed by Florida Power Corporatinn as Director, Regulatory 

7 Accounting. 

8 

9 a. Have your duties and responsibilities remained the aamo alnce you laG1 

1 o testified In this docket? 

11 A. Yes. 

12 

13 a. What Is the purposa of your testimony? 

14 A . The purpose of my testimony is to describe the Company's Fuel Cost 

1 s Recovory Clauss final true-up amount for the Pllriod of October 1995 

16 through March 1996, and the Company's Capacity Cost Rocovery Clause 

17 final truo-up amount for the same period. 



1 4 

1 a. Have you prepared exhibits to your testimony? 

2 A. Yes, I have prepared a three-page true-up vartance analysis which 

3 examines the diHerence between the estimated fuel true up and tho actual 

4 period-end fuel true-up. This variance analysis is attached to my prepared 

5 testimony and daslgnJted exhibtt (OPD· 1 ). Also attached to my prepared 

6 testimony and designated exhibit (DPD-2) are the Capacity Cost Recovery 

7 Clause true-up calculations for the October 1 995 through March 1 996 

8 penod. Also, I will sponsor the applicable Schedules A 1 through A9 for 

9 the month of March 1996 (period·tl)·date), which have been previously 

10 filed with the Commission and are also attached to my prepared testimony 

11 for ease of reference and designated as exhibit IDPD-3). 

12 

13 a. What Is the source of the dat.a which you will present by way of 

14 testimony or exhibits In this proceeding? 

15 A. Unless otherwise indicated, the actual data is taken from the books and 

lb records of the Company. The books and records are kept In the regular 

17 course of business In accordance with generally accepted accounting 

18 principles and practices, and provisions of the Uniform System of 

19 Accounts as prescribed by this Commission. 

20 

21 FUELCOSTRECOVERV 

22 0. What Ia the Comp•ny'a jurisdictional ending balance as of March 31, 

23 1996 for fuel cost recovery? 

24 A. The actual ending balance as of March 31, 1996 for true-up purposes is 

25 an underrecovery of $29,993,960 . 

• 2 • 



2 

3 

4 

5 

6 

7 

8 

9 

10 

a. 

A. 

a. 

A. 

1 5 

How does this amount compare to the Company's estimated ending 

balance to be Included In tho April through September 1996 period? 

When the estimated undorrecovery of $5,915,935 to bo collected during 

the period of April through September 1 996 is taken into account, the 

final true-up ending balance attributable to the six month period ended 

March 31, 1996is an underrecovery of $24,078,025. 

How was the final true-up ending balance determined? 

The amount was determined In the manner set forth on Schedule A2 of 

the Commission's standard forms previously submitted by the Company 

1 1 on a monthly basis. 

12 

1 3 a. Whut factors contributed to tho period-ending jurisdictional underrecovery 

14 of $30 million aa shown on your exhibit DP0-1i 

1 5 A . The factors contributing to the underrecovery are summarized on Sheet 

16 1 of 3. The actual jurisdictional k:wt'. sales were higher than the original 

17 estimate by 627,520,393 KWH. This increase in KWH sales, attributable 

18 to abnormally cold weather, resulted in higher jurisdlcticmal revenues of 

19 $10.4 million and also accounted for much of tho $40.2 million 

20 unfavorable variance in Jurisdictional fuel and purchased power expense. 

21 

2 2 When these differences in jurisdictional revenues and jurisdictional f.;91 

23 expenses are comoined, \he not result is an undorrecovory of $30.3 

24 million related to the October 1995 through March 1996 time period. 

- 3 -

II 



1 6 

Other variances not directly rela·ted to the period, result in the actual 

2 ending balance underrocovery of $30 million, as of March 31. 1996. 

3 

4 a. Please explain the components shown on exhibit (OPD-1), Sheet 2 of 3 

5 which produced the $43.1 million unfavorable system variance from tlhe 

6 projected cost of fuel and net purrchased power transactions. 

7 A. Sheet 2 of 3 of my exhibit (DPD-11 shows an anal~•sis of the system 

s variance for each energy source in terms of three interrelatad components: 

9 (1 1 changes in the amount (MWH' s) of energy required; (2) changes in the 

10 heat rate, or effic..lency, of generated energy (BTU's per KWH); and C31 

11 changes in the unit orjce of either fuel consumed for generation ($ per 

12 million BTU) or energy purchases and sales (cents per KWH). 

13 

14 a. What effect did these components have on the system fuel and net power 

15 variance for the true-up period? 

16 A. As can be seen from Sheet 2 of 3, variances in the amount of MWH 

17 requirements from each energy source (column B) combined to produce 

1 s a cost increase of $36.9 million. I will discuss this component of the 

1 9 variance analysis In greater detail below. 

20 

21 The heat rate variance for each source of generated energy (column C) 

22 produced a net cost increase ot $1.0 million. Lower than anticipated heat 

23 rates for oil generating units ware the largest component of tho cost 

24 variance. On the Company's Schedule A3, exhibit (DPD-31. all BTU's for 

25 light oil are included In the light oil heat rate computation. However since 

. 4 • 



2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q. 

A. 

1 7 

no KWH generation is associated with light oil consumed at steam plants, 

the resulting heat rate shown on A3 is distorted. In ordor to compute the 

true heat rate variance, lipht oil consumed at steam units ts shown 

separately on line 23 of Sheet 2 of 3 of exhibit (0PD· 1). 

A cost increase of $5.2 million resulted from tho price variance 

(column 0). which was caused by a number of factors detailed on lines 1 

through 25 of Sheet 2 of 3, of oxhibit!DPD·1 ). The most significant 

factors contributing to tho unfavorable variance were tho annual payment 

to the Department of Energy for the Decontamlnatio, and 

decommissioning fund and an Increase in the price of OF payments. 

Pleat~e explain the analysis shown on Sheet 3 of 3 of your exhibit (OP0-1) 

The analysis on Sheet 3 of 3 anempts to Identify the effect that 

generation mix has on total net system fuel and purchased power cost 

Although this interrelationship Is generally understood to exist, it Is uot 

roadily apparont from tho Individual variances contalnod In the FPSC ·A" 

Schedules or in tho analysis presented on Sheet 2 of 3. For example, a 

decrease in the MWH requirements of nuclear generation shows up on 

Schedule A3 and on Sheet 2 of my exhibit as a cost decrease of $2.7 

million. While this may bo correct in Isolation, tho true uffect of decreased 

nuclear generation is obviously a corresponding increase In the MWH 

requirements of a number of other more costly energy sources. primarily 

heavy and light oil. The result is a higher net system cost of $1 1 .6 

million even If total system MWH requirements remain unchanged. 

. 5 . 



2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

Q. 

A. 

"I 6 

In addition to the etfoct of variances in genorat•on mix, this analysis also 

anempts to identify tho independent effect of the nat variance ir" total 

system MWH requirements from All energy sources combined (internal and 

external). In this true-up period, For example, total system requirements 

were higher than the original forecast by 945,000 MWH. This would have 

led to higher net costs of $23.1 million even if the m ix of generation had 

not changed, since the higher system load increases oil generation at a 

cost above the system average. 

Please explain how this analysis was performed. 

The analysis on Sheet 3 of 3 Is made in two steps. The rust, captioned 

"MWH RECONCILIATION," allocates the MWH variances for the Individual 

energy sources shown In column B among tho primary causal variances 

in columns C through H. Since the causal variances identified in this 

analysis are not all inclusive, the amount of any residual over· or under­

allocation is shown in column I, ~unallocated Variances." The second 

step, captioned "COST RECONCILIATION," assigns 11 dollar value to the 

MWH variances Identified In step 1. This is dono by allocating the cost 

variances identified in column B of Sheet ~ for each energy source (and 

shown again in column B of Sheet 3) among the causal variances based 

on the MWH's allocated to each in step 1. As mentioned above, the 

allocation of individual MWH and cost variances to tho various causes of 

those variances is not intended to be all inclusive or precise. It is intended 

to be a representative approximation of the exceedingly complex cause 

. 6 . 



1 9 

and effect relationship existing among the individual and total MWH 

2 variances and their rolatod cost variances. 

3 

4 Q. What were the major cor.trlbutors to the •36.9 mUiion cost increase 

5 associated with the variance In MWH requirements? 

6 A. Higher than expected system requirements during the period accounted 

7 for $23. 1 million of the unfavorable variance. The remaining $13.8 

8 mill:on unfavorable increase is causecJ by tho use of higher cost oil 

9 generation. 

10 

11 Q. Has Florida Power confirmed the validity of using the A short cut• method 

12 of determining the equity component of EFC'a capital structure for 

13 calendar year 19957 

14 A. Yes. Aorida Power's Audit Services department hus reviewed the analysis 

15 performed by Electric Fuels Corporation (EFC). The revenue requirements 

1 6 under a full utility-type regulatory treatment methodology using the actual 

17 weighted average cost of debt and equity required to support Florida 

18 Power business was compared to revenues billed using equity based on 

19 55% of net long term assets (short cut method). Tho analysis showed 

20 that for 1995, the short cut method resulted in revenues of $237.6 

21 million which were ~ 4 million or .15% lower than reveflues under the full 

22 utility-type regulate: •y treatment methodology. Flor1da Power continues 

23 to believe that this Clnalysis confirms tho appropriateness of tho short cut 

24 method. 

- 7 -



20 

CAPACITY COST RECOVERY 

2 Q. What is the Company's jurisdictional ending balance as of March 3,. 
3 1996 for capacity coat recovery? 

4 ~. The actual ending balance as of March 31, 1996 for truo·up purposes is 

5 an overrecovery of $12,864.473. 

6 

7 Q. How does this amount compare to the Company's estimated ending 

8 balance to be Included In the April through September 1996 pctriod7 

9 A. When the estimated overrecovory of $4,119.057 to be refunded dunng 

1 o the period of April through September 1996 is taken Into account. the 

11 final true·up ending balance attribut 1ble to tho silt month period ended 

12 March 1996 period is an ovorrecovery of $8,745,416. 

13 

14 0. Ia this true-up calculatJon conalstent with the tr:Je·up methodology used 

15 for the other coat recovery clauses? 

16 A. Yes it is. Thu calculation of the fnal net true·up amount follows the 

17 procedures established by this Commission as set fonh on FPSC Schedule 

18 A2 "Calculation of True·Up and Interest Provision" for the Fuel Cost 

19 Recovery Clause. 

20 

21 Q . What factors contributed to the actual period-end under· recovery of $4.1 

22 mDiion7 

23 A. Exhibit (DPD·2), shuet 1 of 3. entitled "Capacity Cost Recovery/Summary 

24 of Actual True·Up Amount", compares tho summary Items from sheet 2 

25 of 3 to tho original forecast for the period. As can bo seen from sheet 1, 

. 8 . 



2 1 

the actual jurisdictional capacity cost revenues wore $ 10. 1 mill ion higher 

2 than forecast duo to higher KWH sales during the period, thus contrtbuung 

3 to over 83% of tho unfavorable variance. 

4 

5 0 . Does this conclude your testimony? 

6 A. Yes. it does. 

. 9 . 



FLORIDA POWER CORPORATION 

DOCKET NO. 960001-EI 

Re: GPIF Reward/Penalty Amount for 
October 1996 through March 1996 

DIRECT TESTIMONY OF 
LARRY G. TURNER 

a. Please state your name and business address. 

22 

2 A. My name is Larry G. Turner. My business address is P. 0. Box 14042, 

3 St. Petersburg, Florida 33733. 

4 

5 a. By whom are you employed and In what capacity? 

s A. I am employed by Florida Power Corporation as Senior Performance 

7 Engineer in Energy Supply Services, Plant Performance. 

8 

9 a. Have the duties and responsibilities of your position with the Company 

10 remained the same since you last testlfled In this proceeding? 

1 1 A. Yes, they have. 

12 

13 a. What Is the purpose of your testimony? 

14 A. The purpose of my testimony is to describe the calculation of the 

15 Company's Generation Performance Incentive Factor (GPIF) amount for 

16 the period of October 1996 through March 1996. This was developed 

17 by comparing the actual performance of the Company's seven GPIF 



l 

2 

3 

4 a. 

5 A. 

6 

7 

8 

9 

10 

11 

12 a. 

13 A. 

14 

23 

generating units to the approved targets set for these units prior to the 

period. 

Do you have an exhibit 10 your testimony In this proceeding? 

Yes, under my direction an exhibit (LGT· 1 l has been prepared consisting 

of the numbered sheets which are attached :o my prepared testimony. 

The exhibit contains the schedules required by the GPIF Implementation 

Mc:nual, which support the development of the incentive amount. I 

have also included other data forms to supplement the raquired 

schedules. 

What GPIF rncentive amount have you calculated for this period? 

I have calculated the Company's GPIF incentive amount to boa roward 

of $1,498,216. This amount was developed in a manner consistent 

1 5 with the GPIF Implementation Manual. Sheet 1 of my exhibit shows the 

15 calculation of system GPIF points and the corresponding reward. The 

17 summary of weighted incentive points earned by each individual unit 

18 can be found on Sheet 3. 

19 

20 a. How were the Incentive points for equivalent avallabUity and hnat rate 

21 calculated for the lndtvldual GPIF units? 

22 A. The calculation of incentive points is made by comparing tho adjusted 

23 actual performance data for equivalent availability and heat rate to tho 

24 target performance indicators for each unit . This comparison Is shown 

. 2 . 
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on the Generating Performance Incentive Points Toblo found in my 

2 exhibit Sheets 8 through 14. 

3 

4 a. Why Is It necessary to make adjustments to tho actual performance 

5 data for comparison with the targets? 

6 A. Adjustments to the actual equivalent availability and heat rate data are 

7 necessary to allow their comparison with tho "target" Pornt Tables 

8 exactly as approved by the Commission prior to tho period. These 

9 adjustments are described in the Implementation Manual and are further 

10 explained by a Staff memorandum. dated October 23, 1981 , directed 

11 to the GPIF utilities. The adjustments to actual equivalent availability 

12 concern primari'y tho diHorences between target and actual planned 

13 outage hours. and are shown on Sheet 6 of my exhibit. Tho heat rate 

14 adjustments concem the differences between the target and actual Net 

15 Output Factor (NOF). and are shown on Sheet 7. The methodology for 

16 both the equivalent availability and heat rate adjustments ore explained 

17 in the Staff memorandum. 

18 

19 0. Have you provided the as-worked planned outage achedulas for the 

20 Company's GPIF units to support your adjustments to actual equivalent 

21 availab0ity7 

22 A. Yes. Sheet 23 of my exhibrt shows a comparison of target and actual 

23 planned outage hours in bar-chart form. Sheets 24 through 28 present 

0 3 . 
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as-worked critical path charts for each unit which experienced a 

2 planned outage during the period. 

3 

4 Q . Does this conclude your testimony? 

s A. Yes. 

- 4 -
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0. Please state your name and business addreaa. 

26 

2 A . My name is larry G. Turner. My bus1ness address is Post Office Box 

3 14042, St. Petersburg, Florida 33733. 

4 

5 a. B'r whom are you employed and ln what capacity? 

6 A. I am employed by Florida Power Corporation as a Senior Engineer. 

7 

a Q. Have the dutlea and responalbllties of your posltlon with the Company 

9 remained the same slnce you last testified In this proceeding? 

10 A. Yes, they have. 

1 1 

12 Q. What Is the purpose of your testimony? 
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A. The purpose of my testimony Is to present the development of the 

2 Company's Generating Performance Incentive Factor (GPIFI targets and 

3 ranges for the period of October 1 996 through March, 1997. This 

4 development includes the targets end improvement/degradation ranges 

s for unit equivalent .availability and unit averago net operating heat rate 

6 in accordance with the Commission's Generating Performance 

7 Incentive Implementation Manual. 

8 

9 Q. Oo you he·1e an eJChlblt to your tea-tlmony? 

10 A. Yes, I will sponsor an exhibit containing 78 pages, which consists of 

11 the GPIF :::tandard form schedules prescribed in tho Implementation 

12 Manual end supporting data, Including unplanned outage rates, net 

13 operating heat ratas, and computer analyses and graphs for each of the 

14 individual GPIF units, all of which are anached to my prepared 

15 testimony. 

16 

17 0 . Which of the Company's generating unita have you Included In the 

18 GPIF program for the upcoming projection period? 

19 A. We have Included the same units as were Included for the current 

20 period, Crystal River Units 1 through 5 and Anclote Units 1 and 2. 

- 2 -
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a. Have you determined the equivalent availability targets and 

2 Improvement/degradation ranges for the Company's GPJF unlta7 

3 A. Yes, I have. This Information IS included In the Target and Range 

4 

6 

6 

7 

8 

9 

10 

, , 
12 

13 

14 

15 

16 

17 

18 

19 

20 

a. 

A. 

Summary on page 3 of my exhibit. 

How were the equivalent availability targets developed? 

The equivalent availability targets were developed using tho 

methodology established for the Company's GPIF units, as se: forth in 

Sect ion 4 of the Implementation Manual. This method describes the 

formulation of graphs based on each unit's historic performance data 

for the four Individual unplanned outage rates (i.e. forced, partial 

forced, maintenance and partial maintenance outage rates), which in 

combination constitute the unit's eQuivalent unplanned outage rate 

CEUOR). From operational data and these graphs, the individual target 

rates are determined by Inspecting two years of twolvo-rnonth rolling 

averages and the scatter of monthly data points during tho two-year 

period. The unit's four target rates are then used to calculate its 

unplanned outage hours for the projection period. When the unit's 

projected planned outage hours are taken Into account, the hours 

calculated from these individual unplanned outage uuas ccn then be 

. 3 -
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8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
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A. 

a. 

A. 

29 

converted i11 to an overall equivalent unplanned outage fa.cl.ar IEUOFJ. 

Because factors are additive (unlike rates). the unplanned and planned 

outage factors IEUOF and POF) when added to the equivalent 

availability factor lEAF) will always equal 100%. For example, an 

EUOF of 15% and a POF of 10% results in an EAF of 75%. 

The supporting graphs and a summary table of all target and range 

rates are contained In the soct.ion of my exhibit entltlad "UnplaMed 

Outage Rate Tables and Graphs". 

What Is the target equlvl!llent availability factor for Crystal River 37 

The EAF target for Crystal River Unit 3 is 96.17%. Since no planned 

outages are scheduled for the upcoming winter period, the unit's EUOR 

and EUOF targets are both 3.83%. 

Please describe the method utilized In the development of the 

lmprovement/degradatJon rangea for each GPIF unlt'a availability 

targets. 

In general, the methodology described In the implementation manual 

was used. Ranges were first established for each of tho four 
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unplanned outage rates assoc1ated with each unit. From an analysis 

2 of the unplanned outage graphs, units with small historical variations 

3 in outage rates were assigned narrow ranges and units with large 

4 variations were assigned wider ranges. These Individual ranges, 

5 expressed In terms of rates, were then converted Into a single unit 

6 availability range, expressed '" terms of a factor, using the same 

7 procedure described above for converting the availability t.argets from 

8 rates to factors. 

9 

10 a. Have you determined the net operating heat rate targets and ranges for 

11 tho Company's GPIF units? 

12 A. Yes, I havo. This information is included in the Target and Range 

13 Summary on Page 3 of my exhibit. 

14 

15 a . How were these heat rate targets and ranges developed? 

16 A. Tho development of the heat rate targets and ranges for the upcoming 

11 period utilized historical data from the past three comparable GPIF 

18 periods, as described in the Implementation Manual. A •toast squares· 

19 computer program was used to curve·fit the heat rate data within 

20 ranges having a 90% confidence level of Including all data. Tho 

. 5 . 
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computer analyses and data plots used to develop the heat rate targets 

2 and ranges for each of the GPIF u,its are contained In tho section of 

3 my exhibit entitled • Average Net Operating Heat Rate Curve:.•. 

4 

5 a. How were the GPIF Incentive points developed for the unit avallabDity 

6 and heat rate rangea7 

7 A. GPIF Incentive points for availability and heat rate were developed by 

8 evenly spreading the positive and negative point values from the targot 

9 to tho maximum and minimum values In case of availability, and from 

10 the neutral band to the maximum and minimum values in the case of 

1 1 hoot rate. The fuel savings (loss) dollars wore evenly spread over tho 

12 range in tho same manner as described for the incentive points. Tho 

13 maximum savings (loss) dollars are the same as those usod In tho 

I 
I 

14 calculation of weighting factors. 

I 
15 

16 a. How were the GPIF weighting factors determined? 

' 17 A. To determine the weighting factors for availability, a series of PAOMOO 

' 
18 simulations were made in which each unit's maximum equivalent 

19 availability was substituted for tho target value to obtain a new system 

20 fuel cost. The differences In fuel costs between those cases and tho 

- 6-
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10 

11 

12 

13 

14 

15 

16 

17 

18 

0. 

A. 

target case determines the contribution of each unit's availability to 

fuel savings. Except for Crystal River 3, the heat rate contribution of 

each unit to fuel savings was determined by multiplying the BTU 

savings between the minimum and target heat rates (at constant 

generation) by the average cost per BTU for that unit. For Crystal 

River 3, the contribution of hoat rato to fuel savings was developed in 

a manner similar to the fu'll savings from availability, sinco an 

improvement In the nuclear unit's efficiency results in a corresponding 

increase in tho unit's generating capacity. Weighting factors were then 

calculated by dividing each indivtdual unit's fuel savmgs by total 

system fuel savings. 

What was tho basis for determining the estimated maximum Incentive 

amount? 

The determination of tho maximum reward or penalty was based upon 

monthly common equity projections obtained from a detailed financial 

simulation performed by the Company's Corporate Model. 

19 0. Does this conclude your testimony? 

20 A. Yes. 

- 1 • 
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1 0 . Please state your name and business address. 

2 A. My name is Larry G. Tumer. My business address is P. 0. Box 14042, 

3 St . Petersburg, Florida 33733. 

4 

5 a. By whom are you employed and in what capacity? 

6 A. I am employed by Florida Power Corporation as Senior Performance 

7 Engineer in Energy Supply Services, Plant Performance. 

8 

9 a . Have the duties amd responsibilities of your position with the Company 

1 0 remained the sam e since you last testified In this procudlng7 

11 A. Yes, they have. 

1 2 

1 3 0. What Is the purpose of your testimony? 

14 A. The purpose of my testimony is to describe the calculation of tho 

1 5 Company's Generation Performance Incentive Fac:tor (GPIF) amount for 

1 6 the period of October 1996 through March 1996. This was developed 

1 7 by comparing the actual performance of the Company's seven GPIF 
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1 generating units to the approved targets set for these units prior to the 

2 period. 

3 

4 a. Do you have an exhibit to your testimony In this proceedi~:J7 

5 A. Yes, under my direction an exhibit (LGT-1) has boon prepared consisting 

6 of tho numbered sheets which are attached to my 1 .. uepared testimony. 

7 The exhibit contains the schedules required by tho GPIF Implementation 

8 Manual, which support the development of the incentive amount. I 

9 have also lnclutJed other data forms to supplement the required 

10 schedules. 

11 

12 a. What GPIF Incentive amount have you calculated for this period? 

13 A. I have calculated the Company's GPIF incentive amount to be a reward 

14 of $1,627,566. This amount was developed in a manner consistent 

1 5 with the GPIF Implementation Manual. Sheet 1 of my exhibit shows the 

16 calculation of system GPIF points and the corresponding reward. The 

17 summary of weighted incentive points earned by each Individual unit 

1 8 can be found on Sheet 3. 

19 

20 a. How wore the Incentive polnta for equivalent availability end heat rate 

21 calculated for the Individual GPIF units? 

22 A. The calculation of Incentive points Is made by comparing the adjusted 

23 actual performance data for equivalent availability and heat rata to the 

24 target performance Indicators for each unit. This comparison is shown 

. 2 . 
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1 on the Generating Performance Incentive Points Table found in my 

2 exhibit Sheets 8 through 14. 

3 

4 a. Why is it necessary to make adjustments to the actual performance 

5 data for comparison with the targets? 

6 A. Adjustments to the actual equivalent availability and heat rate data are 

7 necessary to allow their comparison with the "target" Point Tables 

8 exactly as approved by the Commission prior to the period. These 

9 &djustmonts are descnoed in the Implementation Manual and are further 

1 0 explained by a Staff memorandum, dated October 23, 1981 , directed 

11 to the GPIF utilities. The adjustments to actual equivalent availability 

1 2 concern primarily the differences between target and actual planned 

1 3 outage hours, and are shown on Shoot 6 of my exhibit. The heat rate 

l4 adjustments concem the differences betweBI1 the target and actual Not 

15 Output Factor (NOF), and are shown on Shoot 7. Tho methodology for 

16 both the equivalent availability and heat rate adjustments are explained 

17 in tho Staff memorandum. 

18 

19 a. Have you provided the as-worked planned outage schedules for the 

20 Company's GPIF units to support your adjustments to actual equivalent 

21 avaUabDity7 

22 A. Yes, Sheet 23 of my exhibit shows a companson of target and actual 

23 planned outage hours in bar-chart form. Sheets 24 through 28 presant 

. 3 • 
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1 as-worked critical path charts for each unit which experienced a 

2 planned outage during the period. 

3 

4 0. Does this conclude your testimony? 

5 A. Yes. 
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Q. Ploaae atate your name and buainaaa addroaa. 

"· Goorve H. Bachaan, 4 01 South Dix~• H19hway, Wea~ Pala Baaah, FL 

33401. 

Q. By whoa are you woployed.? 

A. I aa -played by Florida Pubhc Utilit.ioa Coapany. 

Q. Have you provioualy taat.i!ied. i.n th~a Oocl<ot? 

"· Yea. 

Q. What ia the purpoao ot your teat1aony at thia Ciao? 

A. I will brie!ly doaoribe the boaia tor the ooaputationa that 

wore aado 1.0 tho preparauon of tho var1oua Schadulea that wo 

have aul:aitted 1.0 aupport of tho October 1996 - March 1997 .fuel 

coat recovery adjuataant.a for our two oloctr~c dJ.v.iaiona. In 

addition, I v ill adviae the COIIJI.iaaion o.f tho projected 

dJ.ffaroncaa betwoe>n tho rovenuea collected under t.ho lovol:1aed 

fuel ad;)uataont and tho ;purchaaod power coata allowed :~.n 

developing tho lov•l~aod tuol adJuataent for ~ •• por,od 

April 151516 - Septeabor 151516 and ~o eat.a.bl1ah a "tru·.·up" -aunt 

to be oolloctad or refunded. dur1n9 Oc~r 19516 - March 1997 

Q. Ware tho ache<!uloa t•led by your Coapany caaplotod under your 

d1reotion? 
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A. 

o. 

Wluch of th• Staff' a aat o f achadu~aa haa your co::~pany 

Wa have filed Schedul•a £1, £111., £1-B, ElU·l, £2, £7, .£8 and 

ElO for Marianna and Fornan~no Boaoh . They aro includod in 

Tbeao achedulea aupport tho calculation of tho lovel~£ed fuel 

ad)uat::aent :factor for October 1996 - March 1997 . Schedule £1-8 

ahowa tho CalculaUon of Purchaaod Power Coate and Cltlc:ulauon 

of True-Up ane Intereat Prov1a1on for the period 

Apnl 19!16 - Septeaber 1996 baaed on 2 Month• Actual and 4 

In derivation of tho proJoctod coet factor tor the October 1996 

- March 1997 period, did you follow the a&JO& procedure& that 

were uaed in the prior per1od :filinga? 

Y••· 
Why baa the GSlD rate claaa for Fernan<h.na Deach been exc~U<Md 

froa theae coaputationa? 

Oeaand and other purchaaed po"ar ooata are aaaigned to the C81D 

rate c~••• d.irectly baaed on the1r actual CP I<W and the1r 

ao~ KWH conauaption. That procedure f.or the GSlD olaaa haa 

beon in uae for aeveral yeara and haa not baon changed hera.1..n. 

COata to be rocovere.i froa al~ oth .. r cl••••• 1a dateau.ned 

after deducting froa total purchaeed power coeta thoeo coata 

~octly aaa1gnod to CSlD. 

How will the daaand coat rocovary factor& for the othar rate 

ol••••• be uaed? 

.. 
' 
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Tho clas&nd coat rocovory fact.ora f or each o! t.ho RS, CS, CSD 

and OL-SL ra~ cla•••• v~ll beco~• o~• elament oC ~· total 

coat rocovory foetor f or t.hoao cla•••• · All o ther coata of 

purchaaod power w.1.ll be rocoverod by t.ho uao of t.he lovoll.z:od 

factor t.hot. 1.a t.ho aaaG for all t.hoao rate olaaaoa. Thua tho 

total .factor fo1 oach cl••• w:a.ll bo t.ho au. o f t.ho roapeeuvo 

doaand coat fac~or and tho levoli&ed factor fox all od1C1r 

coat.a. 

Ploaao add.reaa l.ha c alculation o f tha total tn.e-up aaount. to 

be collected or refunded durin9 t.ho October 19516 - !-'.arch 1997 

period . 

We have dotaro>.nod that. at t.h• end of Sope-bor 19516 baaod on 

two aont.ha actual and four aontha eatJ.aatad, we w>.ll havo 

under- recovered $ •50,5109 ~ purchaaed power coata 1.n our 

Marianna divia:a.on. Baaed on oatiaatod aaloa for tho por1.od 

October 151516 - Karch 19517, it w1.l l be noooaaary to add . 351.8¢ 

per I(Wif to collect. th>.a undor-rooovory 

ln Farnan~• Beach wo w1ll have undor-rocovorod $251,508 1n 

purchaaed powor coata. '1'hJ.a aac unt w1.ll be col looted at 

. 22?110¢ ~r KWH dur1n9 tbe October 11196 - Har:oh 11197 ponod . 

P09• 3 and 12 of Coapoaito Prehaarin9 Identlficatl.on Nuabor 

Qm-3 prov1.doa a dota1.l of thG c .. loulation of tho true-up 

LookiD9 baclc upon t.ho October 1995 - March 19116 por>.od , what 

wore t.ho a ctual End of Par1.od - Tr~•-~ aaount.a for Har1.anna 

arul Forn.and.l.na Doach, and t.ho>.r al.gnifi.canoa, l! any? 

Tho Marianna D>.vial.on experienc ed an under-rouovory o f $174 ,082 

and Fernandina neoch Oivl.a>.on under-re~vorod $102 ,872. Tho 

3 
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a.=:>unta both repreaent f luctuauona of 1••• than 10 \ froa the 

total fuel char9•• for the per>.od and are not cona>.dered 

a>.~f>.cant var>.ancoa !roa proJectl.ona. 

What are the final ro-iru.nq truo-up .. ounta tor the per>.od 

October l!il95 through March 1996 tor both dl.viuona? 

ln Marianna tho l.1.nal reaa.1.ning truo•up .. ount waa an under­

recovery of $305,558. The final r..-ininq true-up aao~t fo r 

Fern.andl.na Beach waa an under-recovery of $1!15, 552. 

What are the eauaat.d true-up .. ounta for the per>.od .:>f Apnl 

1996 throuoh Sapleaber 1996? 

In Marianna, there ia an aatiaated under-recovery of $145,351. 

Fe.rnanci.Lna Beach haa ..n oatiaate<l \lnclar-racovary of $95, 956 . 

What will the tot&l fuel ad)uat&ent factor, eJioludl.nq d-and 

coat recoveey, be for both diviaiona for the period 

October 1996 - Harch 1!1!17? 

In ~ the tot&l fuel ad)uataant fa -tor •• ahown on Ll.na 

33, Sc:hedule £1 , ia 2. 995¢ per KWH. In Fernandl.na Beach the 

tot&l fuel ad:)uacaont factor for "other ol•••••", .. ahown OJ 

Line 43, Schedul.e El, a.ounta to 3.2!>20 per I<Wlf . 

Plaaaa adviaa what a reaidential cuatoaar ua1n9 1,000 KWH w>.ll 

pay for the period Ootobolr 1996 - March 1!197 inlllud.in9 b4ue 

rataa (wh1ch include reviaed conaervat>.cn coat recovery 

factor•) and fuel ad)ua ta.nt factor and after appll.catl.on of a 

l>.ne loaa au1t>.pll.ar 

In Marianna a raaidantial cuatoaar ua1n9 1,000 ~~ w>.l1 pay 

$72.08, a deer•••• ot $1.60 froa che prev>.oua per>.od. I n 

Fernandina Beach a cua toaer w>.ll pay $71. 63, an .~.ncr-•• of 

$4.29 fro• tho provioua por>.od. 

4 
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GULF POWER COMPANY 

2 Before the Florida Public Service Commission 

Prepareo Direct Testimony of 

3 Michael F. Oaks 

Docket No. 960001-EI 

Oate of Filing: May 20, 1996 

s a. Please state your name and business address. 

6 A. My name is Michael F. Oaks and my business address is 500 Bayfront 

7 Parkway, Post Office Box 1151, Pensacola, Florida 32520·0328. 

8 

9 a. By whom are you employed and in what capacity? 

10 A. I am the Compliance Administrator and Supervisor of Fuel Supply at Gulf 

II Power Company. 

12 

13 a. Mr. Oaks, will you please describe your education and experience? 

14 A. I graduated from Belhaven College In Jackson, Mississippi, in 1977 with a 

IS Bachelor of Science Degree In Chemistry. I joined Gulr Power Company 

16 in 1977 as a Chemist. Since then, I have held various positions with the 

17 Company, Including Water Chemistry Specialist, Water Quality Specialist, 

18 Environmental Affairs Specialist, Environmental Audit Administrator, and 

19 Compliance Administrator. I was promoted to my present position as 

20 Supervisor of Fuel Supply in May 1996. 

21 

22 a. What are your duties as Supervisor of Fuel Supply? 

2J A. I supervise and administer the Company's fuel procurement, 

24 transportation, budgeting, contract administration. and quality control to 

25 



ensure the generating plants are provided an adequate low cost fuel 

2 supply with minimal operational problems. 

41 a. 
s A. 

6 

1 a. 
8 A. 

Mr. Oaks, have you previously testified before this Commission? 

No. 

Mr. Oaks, what is the purpose of your testimony In this docket? 

The purpose of my testimony Is to summarize Gulf Power Company's fuel 

9 exp3nses and to certify that these expenses were properly 1ncurred during 

10 the period October 1995 through March 1996. Also, It Is my Intent to be 

11 available to answer any questions that may arise among the parties to this 

12 docket concerning Gulf Power Company's fuel expenses. 

13 

1• a. Have you prepared an exhibit that contains inforrnatl'ln to which you will 

IS refer in your testimony? 

16 A. Yes. I have prepared an exhibit consis ng of one schedule. 

17 

18 Counsel: We ask that Mr. Oak's exhibit consisting of one schedule be 

IQ marked as Exhibit No. --"'':2.:...1...__ ___ (MF0-1). 

20 

21 a. During the period October 1, 1995, through March 31, 1996, how did Gulrs 

22 actual fuel expenses compare with the budget or projected expenses? 

2l A. Gutrs actual fuel expense was $80,685,429 as compared with the 

2A projected amount of $88,082,064, or under our estimate by 8.40%. Gutrs 

2s total net system generation was 3,899,733 MWH compared to the 

Docket No. 960001-EI Page2 Witness: Michael F. Oaks 
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projected generation of 4,449,710 MWH or 12.58% less than prooicted. 

2 The resulting total fuel cost per KWH generated was 2.0743¢/KWH or 

3 4.79% over the projected amount of 1.9795¢/KWH. 

4 

s a. In his projection testimony filed on behalf of Gulf Power In this dock.et in 

6 January 1996, Mr. Lane Gilchrist discussed Gulfs agreement witt-

7 Peabody CoaiSales to cancel scheduled purchases under an existing 

8 long-term contract for a period of two years. Mr. Oaks, did Gulf Powef 

9 make any other significant changes in its fuel purchasing program during 

10 the six months ending March 1996? 

II A. No. With regard to the Peabody suspension agreement mentioned in the 

12 course of your question. the Commission approved Gulfs recovery of the 

13 costs associated with this partial buyout In Order No. PSC-96·0353-FOF· 

14 El. Issued March 13, 1996. 

IS 

16 Q . 

1"1 

18 A. 

19 

How much spot coal did Gulf Power Company purchase during the period 

ending March 31, 1996? 

Gulf purchased 352,852 tons or 23% of Its supply from the spot coal 

market. My Schedule 1 of Exhibit No. ?. I (MF0-1) consists of a list 

20 of contract and spot coal suppliers for the period ending March 31, 1996. 

21 

22 a 
2J 

24 A. 

How did the projected purchase cost of coal compare witn the actual 

cost? 

For the period, Gulfs average unit cost of coal purchased was 1.55% 

25 higher than projected, a relatively small amount. 

Docket No. 960001·EI Page3 WlllleU' MIChael F Ow 
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a. 

~ A. 

4 

Should Gulfs fuel purchase cost for the period be accepted as reasonable 

and prudent? 

Yes. Gulfs coal purchases were either from coal vendors with long term 

contracts subject to cost escalations or from a competitively bid spot 

5 purchase order. These coal vendors were selected by procedures 

6 designed to provide an assured quantity of coal or a known quality for a 

1 specific term at the lowest available delivered cost. Gulf has administered 

8 the provisil.ms or tnese contracts and purchase orders appropriately. All 

9 or Gulrs oil purchases were from oil vendors selected by open bld3 to 

10 <:~nsure the most '3conomlcal price or oll. 

I I 

12 a. 
13 A. 

14 

IS 

16 

17 

18 

19 

10 

21 

22 

2J 

24 

25 

Mr. Oaks, does this conclude your testimony? 

Yes. 

Dockel No 96000 1·EI Page4 Witness: MIChael F Oab 
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GULF POWER COMPANY 

2 Before the Florida Public Serv1ce Comm1sslon 

Prepared Dlfect Testimony of 

l M1chael F. Oaks 

Docket No. 960001-EI 

4 Date or Filing: June 24, 1996 

5 a. Please state your name and business addreso;. 

(I A My name is Michael F Oaks and my business address IS 500 Batfront 

1 Parkway, Post Office Box 1151, Pensacola, Florida 32520-0328. 

8 

I) a. By wh:lm are you employed and in what capacity? 

10 A. I am the Supervisor or Fuel Supply at Gulf Power Company and I also 

II serve as the Company's Compliance Administrator. 

12 

11 a . Mr. Oaks, will you please descnbe your educatton ~:~nd experience? 

I-I A I graduated from Belhaven College in Jackson. MISStSSIPP•. 10 1977 with a 

15 Bachelor of Science Degree 10 Chemistry. I joined Gulf Power Company 

16 in 1977 as a Chemist. Since then, I have held various positions w1th the 

17 Company, including Water Chemistry Specialist, Water Quality Spec1alist. 

18 Environmental Affairs Spec1ahst, Environmental Audit Adm1n1strator. and 

I <1 Compliance Administrator. I was promoted to my present position as 

20 Superv1sor of Fuel Supply 1n May 1996 

21 

22 a. What are your dultes as Superv•sor of Fuel Supply? 

23 A I superv1se and administer the Company's fuel procurement, 

24 transportation, budgeting, contract administration. and quality control to 

2 ~ 



ensure the generating plants are provided an adequate low rost fuel 

2 supply with minimal operational problems. 

3 

" a. 
s 

6 A. 

7 

s a. 
9 A. 

10 

Are you the same Michael F. Oaks who has previously submitted 

testimony in this proceedmg? 

Yes. 

Mr. Oaks. what Is the purpose of your testtmony In this dockel? 

The purpose of my test1mony IS to support Gulf Power Company's 

projection of fuel expenses for the period October 1. 1996 to March 31, 

11 1997 and to be available to answer any questions that may occur 

12 concerning the Company's fuel procurement procedures. 

IJ 

14 a. 

IS 

1(, A. 

Have you prepared an exhibit that contains Information to which you w1ll 

refer in your testimony? 

Yes. I have prepared an exhibit consisting or one schedule. Scitedule 1 

11 of my exhibit is a tabulation of projected and actual fuel cost for the past 

4 7 

18 ten years. The purpose of this schedule Is to illustrate the accuracy of our 

111 short term projections or fuel expenses. 

20 

21 COUNSEL: We ask thai Mr. Oaks' exhibit. consisting of one schedule. 

22 be marked as Exhibit No. :&? (MF0-2). 

] I 

25 
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a. 

2 

' A. 

Has Gulf Power Company made any changes to its projection methods 

for this period? 

No. 

4 8 

s a. 

6 

Will there be any major changes rn Gulfs fuel purchasing program during 

this period? 

1 A 

8 

9 Q. 

10 

II A. 

No. 

How much spot market coal does Gulf Power project it will purchase 

during the October 1996 through March 1997 period? 

We are projecting the purchase of approximately 846,000 tons. Thrs 

12 includes 500,000 tons of Peabody contract replacement coal to be 

n purchased on the spot market and represents approxrmately 35% of our 

14 projected purchase requirements. 

I~ 

lb a. 
17 A. 

18 

19 

20 

21 

24 

Mr. Oaks, does thrs conclude your testimony? 

Yes. 

Docket No 960001·EI W•lnou Mic'lael F Oaks 
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GULF POWER COMPAb~ 

Before the flori<"la Public Service Commission 
Direct: Testimony of 

H. W. Howell 
Docket No. 960001-EI 

Pate of Filing: Hay 20, 1996 

4 9 

6 Q. Please state your name, businesu adJress and occupation. 

1 A. My name is !of. w. Howell, .lnd my bus ine:;:.; address is 500 

8 Bayfront Parkway, Pensacola. Florida 32501. I an. 

9 Transmission and Sy:.;tem Control Manager for Gulf Power 

10 Company. 

II 

12 Q. Have you previously testified before this Commission? 

11 A. ¥es. I have t:estif~ed in variou~ tate case, 

14 cogeneration, territorial dispute, planning hean.ng. 

I~ fuel clause ad)ustmcnt. and purchased power capacity 

lc. cc.st recovery docket:;;. 

17 

IK Q. Please summnrize your educational and profess~onal 

19 background. 

ltJ A. I graduated from the University OL Florida in 1966 with 

21 a Bachelor of Science Degree in Electrical Eng1neP-r~ng. 

!2 I received my Masters Degree in Electrical Engineering 

21 from the un~versity of Flor1da in 1967, and rhen joined 

2J Gulf Power Company ~s a Distribution Engineer. I have 

25 :.ince ::;erved as Relt~y Engineer. Manager of Tnmsmis:uon, 



so 

Manager of System ~lanning. Manager o! Fuel and System 

2 Planning, and Transmission and System Cont rol Manager. 

l My experience with the Company has included all areas o f 

4 distr ibution operation. maintenance. and com·truc tion; 

S tran smission operation. maintenance, nnd construction; 

G relaying and protection o f the gcnerdtion. transmission, 

7 and distribution systems; planning the generation, 

H transmission. and distrib~tion system additions; hulk 

') power i n terchange adm1nistration; overall management of 

w fuel planning and procurement; and operation of the 

11 s:7•stem dispatch cPnter. 

12 I have ser-,ed <tS a member of the Enqineering 

I' Committee and the Operating Committ~e of the 

1~ Southeastern Electric Reliability Counc.1l, chairman of 

I~ the Generation Subcommittee and member of the Edison 

ll• Electric Institute System Plannina Committee, and 

17 chairman or member of a number of various technical 

IK committees and tack forces within the South~rn electric 

I') system and the Florida Electric Power Coordinating 

20 Group, r egardinu a variety of technical issues including 

21 system operations, bulk power contracts. generation 

22 expansion, tx3nsmission expansion, transmission 

2' interconn~ction requirements, central dinpatch. 

2~ transmission systc~ operation, tr4nsient stability, 

2~ underfrequency operation, generator underfrequency 

Ovcket No. 960001-EI 2 Witness: M. W. Howell 
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, 
4 

5 

6 

1 

K 

I) 

10 

II 

12 

11 

14 

IS 

Itt 

17 

Ill 

I •J 

211 

21 

J2 

21 

24 

!~ 

Q. 

A. 

Q. 

A. 

protection, syr~em produ~tion costing, computer 

modeling, and other~. 

What is the purpos~ of your testimony ~n this 

proceeding? 

5 1 

I will summari7.e Gulf Power Company's purchased power 

recoverable costs for en~rgy purchases and sal~s that 

were incurred during th~ October 1. 1995 through March 

31, 1996 recovery period. I will then compdre these 

actual costs to their projected levels for the period 

and discuss the primary reasons for the differences. 

r will also s1~rize the actual cdpacity expenses 

and revenues that were incurr..,d du:ing the F.pri1 1, 1995 

through September 30 , 1995 recovery period, compare 

these figures to their projected levels, and discuss the 

reasons for the differences. 

During the period October 1, 19q5 through March 31, 

1996, what was Gulf's actut.l put·chast.!d power recov.!rnble 

cost for ~nergy purchases and how did it compt.re with 

the p~ojected amount? 

Gulf's actual total purchased power recoverable coot for 

energy purchases, as shown on line 12 of Schedule A-1. 

wos $23,950,773 as compared to the pl'ojectcd amount of 

$9,801,000. This resulted in a v.sri{IJICe above budget of 

Docket No. 960001-EI 3 Witness: M. w. Howell 
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$14,149,773, or 144%. The actual co~t per~~~ purcha~ed 

2 was 2.1822 ¢/~ffi as compared to the project~d 1.8481 

1 ¢/KWH, or 18\ above the projection. 

" 
5 Q. 1-lhat were the even ts that influenced Gu1 f · c pur chase of 

6 energy? 

7 A. During October and November of the recovery period. the 

8 Jtvailability of lower cost pool energy allo·..,ed Gulf to 

? purchase mor e economy power from the Southern electric 

Ill oyst..em. Then. the extremely cold temperature!J of 

11 February 1996 produced higher than projected territorial 

12 load~ across the Southern system and CAU3ed Gulf to 

11 purchase more power at a signific;.~ntly higher unit price 

1~ t..han was foreca!lt..ed in order to mel'!t i tc lond 

I.S obligation. 

1£. Therefore, lower cost energy in October and 

17 November, coupled with February· s hiuher tPrritorial 

IX load and pool energy cost, resulted in Gulf's incrensed 

IIJ purchase .::>f pool energy at a higher than projected price 

20 during the recovery period. Gulf purchased 

21 1.097,550,097 K\•/H, sho~m on line 12 o( Schedule A-1, as 

22 compared to the .:stima.:e of 530,330,000 K\'lli, or 107% 

21 more Lhan forecasted. 

H 

Docket No. 960001-EI 4 Witness: M. w. Howell 
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Q. During the period October 1, 1995 through March 31, 

2 1996, what was Gulf's actual purcha::~ed po~o.•<!r fuel cost 

1 for energy sales and how did it compare with th~ 

J projected amount? 

5 A. Gulf's actual total purcha!led powr•r fuel cost f or ene:&:qy 

(, sales, as shown on linf' 18 of Schr•dule A-1, was 

7 $10,585,257 as compared to the proj~cted amount: ot 

8 $15,231,600. This resulted ~n a variance below budget 

•) of $4,646,343, or )U The actual fuel cost per K#H 

Ill sold was 1.6073 ¢/1\\·JJI tlS compared t:o 1.8910 0:0/KWII, rJr 

11 15\ below the projection. 

12 

11 Q. What were th~ events that influPnced Gulf 's sale of 

11 energy? 

1~ A. Gulf •s pool and of f -system ::llllt•!l, sll o~om on linu 18, w,•re 

1c. 658,575,213 Y.';:H. or 18~ undt:r th<! lll'ajection for the 

11 period. These sales were under thP pro)ect~on due to 

IK Gulf's decreas~d r~le of energy to Unit Power c ustomers 

1~ and the Southern electri.c systpru power pool to me~t tlte 

lU system's off-system energy requirement!:. The hi(lhl'r 

21 con t of energy nvailaule from Gulf's rcsourcen compared 

22 vJiLh the cost: ot erlo'lrJY {l<'n•·r·dtecl oy til.., o thP.r pocd 

21 members caus~d Gulf to sell less energy than budqttcd. 

H 

25 

Docket uo . 960001-EI '.i Witness: M. W. !lowell 
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Q. How are Gulf's net purchased power (u~l costs affected 

l by Southern electric system energy sales? 

' A. As a member of the Southern electric system power pool, 

4 Gulf Power p~rticipates in these sales. Gulf's 

.s generatin g un its are econom1.cally diapatcho?d to meet the 

~ needs of its territorial customers, the system, and 

I off-system c u stomers. 

K Therefore, Southe rn systPm energy t;alc~!J provid1· " 

v market f or Gulf's surplus energy and generally impt o ve 

IU unit load factors . The cost of fuel used to make these 

II sa les i s credited against, 41ld therefore reduces, Gulf • s 

12 fuel and purchased pow~r costu. 

11 

14 Q. During the period April l, 1995 through September 30, 

IS 1995, how did Gulf's actual net purch~sed power capacity 

I(• transactions compare with thc net projccted 

17 transactions? 

111 A. In the Purch<~.oed Power Capac ity Cost Recovery portion of 

1'1 Docket No. 950001-EI, I testifit:d th11t the projeclcd net 

211 purchased powt!r capacity cost f o r the Apt·il 1, 1~95 

21 through September 30, 1995 n:covery pt:riod, consi::Jting 

22 entirely of IlC cap~city cost, w~u $1,995,968. The 

21 actual net capacity cost was $l,H42,381. This 

Z l n•presents" dccreaoc 111 co:::t of $153,587, or Pt le::;s 

25 than projected. 

Docket No. 960001-EI 6 \·litness: M. W. Howell 



Q. Please expla.1n the reasons for this mino r difference. 

2 A. During the recove~y period, Gul(·s accual net IIC 

1 capacity cost was lower than budget because there was 

4 less actual system capacity to be equalized due to the 

~ delayed installation of planned syst~m capacity. 

6 Therefore, Gulf was responsible for sharing a 

7 percentage of a decreased level of system c~pacity and 

h the company had~ lower IIC capaci~y co~t. 

') 

ICI Q. Does t his conclude your testimony? 

II A. Yes. 

12 

" 
I-I 

I~ 

1(, 

17 

IM 

2U 

21 

22 

21 

24 

H 
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GULf' POWER COMPANY 

Bcfon.: the f'lorlda Publl : S~rvice Comm1ss1on 
Prepared Direct Testimony ol 

Susan D. Cranmer 
ooc~et No. 960001-EI 

fuel and Purchased Pcwer Capactty Cost Recovery 
Date of filing: Hay 2il, 1996 

Please state your name, busir•ess address and occupalion. 

~:y name is Susan Cranmer . My business address 1S 500 

Bayfront Par~way, Pensacola, florida 32~01. hold t!l'! 

pos1~i~n of Assistant Secretary and Asststant ~rcasurer 

of Gulf Power Company. In this position , I am 

responsible for supcrVl.:<ln<J the Rates and RegtJJ<J:.o ry 

M.1tters Department . 

Please briefly describe your educational background and 

business experience . 

! graduated fr~m Wake Forest Univcrst:.y 1r. 

Wlnston-Salcm, North Carol1na 1n 1981 wtth a Bachelor ot 

Sctcnce Degree 1n Business an~ from the Untversity of 

West Florida i~ 1982 with a Bachelor of Arts Vcgrcu in 

Accounting. 1 am also a Cert1lied Publ~c Accountant 

liC"••n!>cd in thc Stale of Florida. l jolncd Gulf Power 

··c..mpany ln 1983 as a f'lnnnclid Analyst. Pr lor to 

l S~umtng my cuu·ent position, I have held var1 ou!1 

positions wllh Gulf includlng o..omputer Modclinq Analyst, 
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Scnl o r F1nanc1al Analyst, and Supervisor of Rate 

!icrvJ.ces . 

My responsibllities 1nclude superv1sion of: t~riff 

adm1n1strat1on, cost of serv1ce activities, calculation 

o f cost recovery !a=tors, the regulatory filtng functlon 

o t the Rates and Regul~Lory M~tLers Department, and 

vartous treasury activit1es. 

Have you prepared an exh1bit •haL contain~ informa~ion 

"o wh1ch you will refer 1n your testimony? 

Y< , J have . 

~...ounsel: we ask that Ms. Crunrner ' :> l::xillb1t 

consisting of tour schedules be 

marked as Exh1bit No. ISDC-1 ) . 

i1: I! you tami1 iar w1 Lh the fuel and Purchased Power 

(f:ncrgyl True-up CalculatJ.on tor the peri od o f Oc t e t •!r 

1995 through March 1996 and the Purchased Po~er Cnpa c ltY 

Cost True-up Calculation for the period of Apr1l 19~5 

l.hrouqh September 1~95 set forth in your exhibit? 

Yes . Tnesc documcu• s were prc par<!d und ·r lllj 

.;t:pcnnsion . 

f' " 'l" 2 Wttlir.~s: Sus;sn l. Cran:'Je r 
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H1ve you verif!eo that to the best of your knowledge and 

belief , the information contained in these documents 1s 

co rrect? 

'f~s. I have. 

What is the amount to be refunded or collected throuoh 

the fuel cost recovery factor 1n Lhc period October 1996 

Lhrouyh March 1997? 

An amount to b~ collected of $7,291,590 was caJcclatcd 

as shown in Schedule 1 of ffiY exhibit. 

llow wus this amount calculated? 

71la S1,291 , 5ga was calculated by tak1nq the dltfatencc 

in the estimated October 1995 throt•qh March 1996 under­

recov~ry of 5496 , 180 as approved in Order No . 

PSC-96-0353-fOf-EJ, dated Harch 13, 199G and the actual 

undur-recovery of $7,767,770 wh1ch is tne sum of !tnes 7 

a!ad e shown on Schedule ;...-?., page 2 o l J, Penod-to-date 

ot UHJ monthly 1 lllrHJ for l·l .. rct. }Qf1,,. 

l1s. Cranmer, you stated earllcr thut you arc rcspons1blc 

for the Purchased Power Capacl ty Cost True-up 

CdlClJlat ion . Whi ch schedules ot your exhibit relate to 

•.IH! r,alculdllOrl ot t.hcsr: facto .. :~? 

Schedules CCI,- I, CCA-2, and CCA-3 of my exhibit relate 

Doc~~t llo. ~60001-£1 
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~o ::.!a~ Purchased Power Capacity Cost Trt:e-up Calculc.:..ton 

f vr the penoo Apnl 19~!> through Scptemhe r l '"95. 

What is the amount to be refunded or collccLed in ~he 

period October 1996 through september 199'1? 

Ar C~mount to be refunded of $410,705 was calculated as 

shown in Schedule CCA-1 of my exhibit. 

How was thls amou~t c~lculated? 

The 5410,705 wa s calculated by Laking the difference tn 

the estimated Aprtl 1995 LhrougM Sept~mber 1995 over-

recovery of C19u,165 as approved 1n Ordnr No. 

I'S.::-95- J 08'1- FOF-~:I , dated Seplembcr 5 , 1 ~rJs and thl! 

actual over-recovery of $600, fnO wlltch 1:1 till! surn of 

!ines il and 12 under the total column of Schedule 

CCA-2 . 

£'lease describe Schedules CCA-2 ar1d CCA-J ot your 

exhibit . 

Schedule CCA-7 shows the calculat1on of the actual ovc~-

recovery of purchased power capac tty costs for th~ 

p~~1od Aprtl 1~95 through September 19~5. Sch~dule 

c.;T,-J or my <'XhHn t is the ca1cul .. t 10n o ! the interest 

provlslon on the ovcr-rcco;;cry . TillS 1s the same method 

or calcul<tt I!Hl lhl<H!"~t that 1s us<!d in the Fuel .::nd 

IH trac~.:;.: Susan D. C.rar.mcr 
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,ur~hased Power (Energy) Cost Recovery Cldusc and the 

Environmental Cos t Recove r y Clause . 

1) . Ms . Cranmer, doc! this complete your cr•sLt mony? 

A . Yes , Jl docs. 

Dod:,.~ ::o. C.(i0001-t:l Wtlr.c:sa: Sus111n :l. Crar..:eer 
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Gi.JLF' POWER COHPANY 

l!efore the Flor~da Publlc Serv1ce COII\IT\lSSlO!"' 
Prepared D1rect Tcstlmony of 

Susan D. Cranmer 
!Jockel No . 960001-El 

Fuel and Purchased Power Cost Recovery 
Dalt> of Filt.ng: June 24 , 1996 

6 1 

') . Please state your name , bustness address and occupa:.l lj :'" .. 

~"'· . My name is Susan Cranmer . My bus 1ness address 1 s Sin) 

Bayfront P~rkway, Pensacola, Flortda 325Cl . hold t.hr· 

r: 1si · 10 :1 o~ iiS:-t:,LanL Se •·re~ilry and Asslst.ant Treasur·~.:: 

tor Gulf Power Company . 

.., . . rlease briefly describe your educatlona! bad:qrour.d ard 

bus1ness exper1ence . 

t"'\. 1raduated trorn Wake Forest UnlJerslty 1n 

WLns~on-Salem, North Carolina 1n 1981 w1th a Bachelor o f 

fct·~ nce Uegree tn Bus in~ss and from the Un1versit7 .:-1 

West Flor1da tn 1982 ~1th a Bachelor of Arts Degree lG 

j,ccounting. I am also a Ceruft•:!'d Purlic Accounlant 

ltcensed 1n the State of florida. I JOined Gulf Powe= 

Company in 19a3 as a Ftnanctal Analyst. Prtot t o 

dSSum&ng my current posltton, :nave hcl~ var1a us 

poslt: tons wl th Gulf includtng Cornput:er t-lc.delin•J Analyst, 

Sen1or F1n~nc1al Analyst, and Superv1sor of Rate 

Se:v1c es . 
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My responslbll:ta~s 1~cl~ae superv1s:on o: : t.rar.:: 

n :m1r.tst:at1on, cost ot setVICf! actl'llLJr·~ . ct~lcu!,>:.. r. 

., ot •_he Races aral Regulatory !~alters L•cpartm•Jn:., and 

c var1ous tre~sury activlt:~s. 

Have •;ou prev1ously !1led test:1mon1 oc~o:e ll.l!; 

'.:cr.~-r.!SSlOn tn OocJ.:eL No. 9'50001-EI? 

:-.. Yes, l have . 

1 i Q. What is the purpose of y~ur test1mony? 

1\. Th" purpose n! r:.'/ test lr->0:1"/ JS to d1scuss :.he 

' . . ~ ...a.cllluuon oz. Gulf Powt.r's fu•~l cost recovery tacto:s 

. . '• !o : tne pertod October !99~ thro-gh M~rcn 1997 . 

ill so dt scuss the ca leu l au on ot the purcl.ased po~o.·e: 

.. capaCll:.."/ COS': -f.!CO'Jery faCtOrS :or t;!·,e pctlOd 0C'::Ouer 

1 9Sr through September 199"'. 

:..::c '/OU famlltilr '..tlth the Fuel and Purchasc,i i"o·.;e: Cost 

• (l ~ecovery Clause Calculat1on tor the purtod ct OcLobcr 

~ 1 1996 :hrough March 1991~ 

~- Yes. these documents were prepared under my supervLst•r . 

. , 

to~·~· No. ~GOOO!-Cl Wi:n~ss: Su•an D. cranm~r 
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.. l!aV•! you v~r1t1ed that to Lh~ best o! yoL~ kco~lcti;e ~~: 

lJe! .et, t:hc ~nformat1on -:onta:ncd 1r. ::hcse doc~rr.·~r.:.s : 'i 

correct? 

~ . Yes, ! have . 

r, 

l : 

Jj Q . 

' c . 
' .. 

l "' 

... 
< 

. ' 
2·1 

"'L 
< -

.... . . 

Counsel: We ask that Ms . Cranmer' s Exh1b1t 

cor•SlStlnq of f 1 (teen schedules, 

along WLth Schedules A: tr.rccg~ A~ 

pre;11ousl:• tiled Wlth th·.l "orr.r'.SS!on fer 

cr.e mont.t1s of Dece::lter l9S5, Jar,t;or 1 , 

february , Harch , ;,pr 1l, and Ha 1 1 c,_:~. 

be mar ked as Exh1b1t No. 

l-1s . Cranmer , wha t has Gulf calculated <IS :.h'! tn:·~-up to 

be applied Jn the pe r iod OctoLer 1996 through M~rc~ 

f:1c ·rue-up fo: th1s penoll lS an Lncrortse of . 256·:/;:wh. 

T:.!s lncludes a C1nal true-~;p under-rccove:y or 

S7, 291 , 590 . As shown on Schedul~ E- lA, .t also tncludes 

an estlmated true - up und~r-recovery of S2,721, 18~ f~! 

•he currenL per1od. The rcsult!nu cnd~r-recovcry 1s 

$!0, OIB , 176 . 

~hnL nas oecn 1ncludcd 1n Lhls !tl1ng to reflect tho 

GPif reward/penalty for the per1od oi OcLober 1995 

:.hrouqh :-:arch 1936? 
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cf . CO llC/}:•,....h, rnereb•1 penal1:1n9 Gclt b·; $4•1,?3•:. 

:~s . ::anrner , what ts the Jevel1zed pto)ec~cd !ue1 :act.; 

:or tne per1od October 199o thro~gh March lq97? 

A. Gulf has prop~sed a lcveltzed fuel fac~o r o! 2.3!-:'~~~. 

7 ::: lf1C1Udes prOJeCted fuel and pl.lrchas-:j pc.wer ener 1/ 

~xpensPs for October IG96 through March 1997 ~nd 

> :-OJCC:.ed l:wh sales tor th'! same per• orJ, as w~!l as ·.r.r: 

tr~e-up and GP!f amount. The propcs~d le~el!:cd ~:e! 

1 1 facLor also Includes the spectaJ recovery .J~ount 

assoc1ated ~1tn the Atr Prooucts contract . The 

calcu I atlon o f the spt•• 1al r•!CO'Jer•t •• mount ts prcsc:.·.-. ~ 

• ~cae:~le F-12 c! my exhtblt. 1ne leve!1::cd ~uel 

:act~r ~as not been adJUSted !or ltnc losses. 

1 . 

l I ') . Ms. Cranmer , ho~ ~ere the l:nc loss multtpl&ers use~ o~ 

. . ~ Schedule E-lE calct:lat.ed? 

~ . !:.cy ~ere ca!cu!atea 1n acco:da~:e wtth procedures 

approv•!d 1n pr tor f1 I ln')s arm were bused on Gult ' s 

:-:s. C ran~•!r , wt:a!.. : ucl !ac:..or rJoes Gil!: propose for <!..S 

! or lCSt uroup o ! cuslorr.c:s !Group Al, •t.osc or. Rate 

~·cr-.coules RS, GS, GSD, OS~~! . and~. ••· 

~oc~eL !lo. •60001-EI 
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n. G~!f proposes a s :andaro =~n! factor, ao1~sted fer l:~~ 

loss~s . of 2.345C/kwh for Group A. F·1cl tact:ors for 

Gro~ps A, B, C, and o are sno~n on Sche;-.e E-:E. 7hese 

factors have also been adjusted for l1ne losses . 

') . Ms. Cr anmer, how were the t lme-of-use fuel tactors 

cajculated'? 

n . 7h•!sn w~re calculated b~sed on proJected Joa11r and 

system lambdas for the pen o!j Oc tober 1996 througr: ::1rc:. 

19;~"' . These rac tors tncluded the GPif, truc-u!J, ilnrs 

spectal contract re=overy cost: dmounts and were adJcsted 

dlso shown on 5cheoule E-IE. 

) . How !ices the proposed f uel t'c1ct:or tor kate Schedcle t<S 

compare wlth the facto r appllcab:..e t o Septc:nber and llo:..~ 

.-1!: t:h• chanqe atfect. the cost of lOvO >:wh on Gul: ' s 

res!dent! a l rate RS? 

:· .. ihc cllr renl tuel facto r for f<CJLe Sch~c.lul-o: PS hpf:llC.Jhle 

L.:> September 199C is 2 .193.: /b.,.h compa t·ed .,...lth the 

pr oposed ~actor o !: ? . 1·i5Z/ k:..~h. for a re ~ lden t..tal 

·us•c:o:H! r who usos 1000 kwh 1n Octooer 1!.19•~ . !.hP fw~l 

Ms . Cranmer, nas Gc!t updatea 1ts estl~B~es o f :h~ 

tc·,.,· ::c. C.flt.llOl·t: l 
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as-avatlable avo:ded cne•qy costs to be ~nown o~ CG~l as 

requ:red by Order No . 132·17 Issued Mai' :, 1984, :1: 

::.oct:et No. 830377-E! and Ord•~: ::o . 

JOiJ!<, tn Docket tJo . 1380001-EI'? 

_, 
L. • ' 

., . ":'··~. A t.abL:lat.1on of t.r:ese ·osts 1s s•.!: for:.h 1n 

Schedule E- ll of my Exh1b1t SDC-2 . These cost~ 

~eprcsent the es~:~atec ~veraJes tor t.~e p~rlod ::ern 

Ocloher 19~6 through Septemb~r 1998. 

::!>. Cranmer, '/Ot: stated earl 1er that i'OU arc re!:ponstn!c 

!Jr the calculatton of the purchused power capdc::.y ~est 

t?PCCJ recovery factors. ~~1ch schcdule3 o : Y"~= 

exhibit relate to the calculation ~f these fact •rs? 

I\ • Schedule CCE-i, lnclud!ng CC~-!a and CCE-lb, ano 

S~hPdule CCE-2 of my exhibit relate to the calcula:.1~n 

:..n::ouqh September 1997. 

. . ?ledse oescr~be Schedule CCE-1 n: your exhlblt . 

A. Schcdulo CCE-1 shows the calculation of the amount o! 

i•ecov·~ry Clause. Mr. Howell has prov1ded me W.lth Gul! ' s 

proJected p~.;rchased po·,.;cr capac l!..y trer.:sacucns uuncr 

Lhe Southern Companj· Intercompany Interchange Cont.r~~t 

::r1 and Gu!f ' s contrac:.. wt:.h MDnsanco Chem1c~l 

Wlt~es3: SusAn D. Cr • nm~r 



1 

.. 

; 

' • 

! ... 

. ., . ' 

.. 
• 

6 7 

Co~pa:l/. ~u!f's prOJected Capac~~y pay~ents for ~he 

pr•rtod October 1996 through Septe:nber 1Clfl7 ilre purchas·~s 

: S1:,48L9r3. The JUr:sdic;.tond amour.L :s 

..:; • :, ~5!•, 291. for the penod, Gull" s requested recove ry 

b~tore true -up 1s the dltference oetween the 

]Urlsdtctional projected p~rchascd power capactl'l costs 

.. r:d t.hc approved adJUStment Cor t .,rmer capac! Vi 

': ~ •• ac:..tons ~mb~dded in cur.•ent base rolLCS. ThlS 

.~uJ~.;s• men:: amount was f uced 111 Order !io. PSC -!i::i-0047-

F~F-E: , aated Janua ry 12, 1~93, as an ~rnocdded crcdt:.. o! 

$1,€"'!1 , ~o. or S1,652,000 net o( r~Jvenuc taxes. Thus, 

::.nc prvJected recovery a:-oun: to be co! lected througt-. 

• !" PPCC rccov~ry factors 1n the peri od October 1996 

·:.; .nh Septerr:ber 1997 !S $12,7:!,291. it'ls ar..ount:. 1~ 

'lll•!CI !..O the total true-up amount Lo detcrmlnc t:hc LOLl!! 

purchased power capactty transac:1ons to be rccovcre~ 

:nrough the factors to be applied 1n the pe11od . 

;·.:. ,. ~•lls Gu!! calculated as ·.11 ... purct.1.1sed power Ci!fHICi t.'J 

tc'lC:.'?r triJI~-up t:o be a.ppl:cd u. ~nc pcr!od October lS<\.!.-

:nrocgn September 1997'? 

i .. . The true-up for :hts pert oo 15 a aecrease ot S784,B€: as 

.hown on Schedule C~l::-l..J. This tncludi!S a f1nal 

·r.p.,Clt'i cost true-up O'.'•~r-r:ccove r-y <Jmoun:. !or ;,pr.1! 

·"' •tuo•:CJh Sep!.cmb.., r 19r.5 o~ S<i!O, 705. It also 

~c,.c:. ::o. ;.6000!-E! 
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!::cl~:'l~s an cs:.t:r.at.P.d C'':cr-recc very oC s::7.;, 156 :o: ·.:.c 

per ~oci October 1995 tr . .rc;ugh September 1 :?91 , as 

ca!culuted or. Schcoul~ CCF.-lb . 

'· ~hat methodology was usee :.o allocate :.he capac::y 

paymonts to rate cl ass? 

A. ;..s rcqu1 red by ColMliSSlOn Order No. 2!1773 i:: Dor::e:.. 

Nc . 910794-EQ, Lh~ re~enue requt remen:.s have rue:; 

al!ccatcd ustng the cost ot serv1ce rnethooo!oq~ use~ ~~ 

Gulf's las:. full Lcqutrements rate cas~ a~d apflrovel t; 

:.he CcrrmlSSiO:l ln vrdcr :~o . 23573 ISS1ll'd OctOb"r 3 , 

pCiymcnls 1n that cost: of St:! rvtcr> study were allocut:et! to 

ra:..c class us1n1 tJ·.e d~mar.d alloca:.or oased o::: :.~.c 

twtlva monthly co:nc1dcnt p~aka proJected for the t"s:.. 

1~ar, Cor purposes of tne PPCC Recovery c:ause , Gull has 

allOC••L•~d the no:. purchased power Cdpocl :..y costs t.o ::a:..·~ 

~lasE Wlth l~/13th on demand ar1a !/!:::..11 on cn~=•IY· Th.s 

allocatlon IS cons 1stcnL wtth the treatment ~ccorn~n ~a 

producti ·n pl<Jil!. 1n the cost o1 servlCI.! st•;.:1y t:sed 1:. 

Gulf's las~ rate case . 

Ho~ were ~he a!!ocatlO~ tactO!S calcula:ed !or ~se t~ 

:.he PPCC Recover'/ Clause? 
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Tnc ullocatlon factors used :n tne Purcnased Po~er 

~apaClLY Cost Recovery Clause have oePn calculated uslr.g 

:.he ~ 995 load da~a flied ...,lth ~he Commtsslon !r. 

.cccrd<~nce wtt:h FPSC Rule 25-6 . 0 437. The calcula '. 1ons 

< of th~ allocat1on factors arc shown Ln colu~ns h thrO~Jt 

I on page 1 of Schedule CCE-~. 

7 

" .. I'l'"las,. descrH:~ the Cr1 lculauon of t:he c~n•.s/kwn t"ac:.ors 

r, by ra\.c cli\SS used to recover purchased power capaclLi' 

.:o st.s. 

,... ;,s s~.o· • .;n 1n columns A through D on page 2 ol Schedule 

CCE-2, the 12/13th or the junsdlct~onal capacitJ.' cos:. 

1 3 to bf'! recovered 1s a !located to rate class bosed or• t:he 

t lemand al!ocator, w1t:h :.ne rcmal~ln~ l/13th allocated 

•o ··ac!. rat:c class shown 1.1 columr. ~: 1s t:h•'n \.ilvtu.:.w hy 

: 7 that class ' s pro)ectad ~wh sales for th~ t~~lve-~o~th 

pf'!rl O'l ::o calculate the ?PCC recovery factor . T!t:s 

I '• fac:o: ~1!! te appl!~d :.o e~ c 11 ccstomer's :.otal ~wh :.o 

cr.! c•; l a::.e th•1 amount to be btllt?d cacl. month. 

What :s the amount relat:ed Lo purchased power cap~C1LY 

... .: ccsts recovered t~rough th1s !artor tha~ will be 

included on a ~cs1dent1al customer ' s btl! tor 1000 ~wh? 

tv>: ·~t ::o. 'F OOO l · EI 
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A. Tne purchased rower capaCll'i costs recovered throuah en~ 

c:a1;se for ~ restdentlal customer wto uses 100 ~ ~~~ 

... :. ..: : .:~be $1.67 . 

·';;l . When does Gulf p=opose to collect these new fuel c~arges 

and purchased power capac1ty cha r ges? 

f.!. 0 

The fuel factors wJ.11 apply to October 199(; throu·1h 

March 1997 h1ll1nqs be]innlnq ~lth Cycl~ 1 mcLcr 

r.;;atll!HJS scheduled on <;epLember 7.7 , 1991. anrl •!ndl!.J · .. ::u·. 

meLer read1ngs scheduled on March 28 , 199, . The 

capacity factors w!ll apply to October lJ~6 through 

~cpLember 1997 b1llings t 11nn1~g w1th Cycle 1 meter 

r-:!arl1ngs schednled on September 27 , 1°9G and er.d1nq w:~r• 

::-etc:- read1ngs scheduled on Sept embe r ~ 7 , 1997 . 

Ms . Cranmer , does thls complete your tes~1mony? 

A. Yes, : t. does . 

Pocket flo. 060001-El W1tness: Sll5an o. Ct4nmer 
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8 A. 

GULf POWER COMPANY 
Before the florida Public Serv1ce commis~1on 

Direct ~estimony of 
G. D. fontaine 

Docket No. 960001-EI 
Date of F1l1ng May 20, 1996 

Please state your name, address and occupaticn. 

My name is George D. Fontaine, my business address is 

9 Post Off1ce Box 1151, Pensacola , flor1da 32520, and my 

10 position is Performance Test Spec1al1st for Gulf Power 

11 Company . 

12 

13 Q . Please descr1be you~ educat~Qnal and bus1ness 

14 background. 

7 1 

15 A. : received my Bachelor or Mechanical Engineerlng Degree 

16 from Auburn University in 1980. Following graduatlon, 

17 I joined Gulf Power Company as an Associate Engineer at 

18 the Scholz Electric Generat1ng Plant, and as I 

19 previously stated, my current pos~tion is Ferformance 

20 7est Spec\alist . I a~ also a registered ProCessional 

:!1 Engineer in the State of Flor ida. 

22 

:3 0 . Mr. Fontaine, have you prev1o~sly testlfied in this 

2~ Docket? 

2S A. • Yes, s1r. 
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Hr. Fontaine, what is the purpose of your testimony in 

this proceed1ng? 

The purpose of my testimony is to present GPIF results 

!or Gulf Power Company tor the per1od of October 1, 

.s 1995, throuqh March 31, 1996. 

6 

7 Q . Mr. Fontaine, have you prepared an exh1bit that 

8 contains 1nformation to "'tllch you . .,.ill refer 1n your 

9 tes~imony? 

10 A • 

II 

12 

Yes, Sir, I have prepared an exhibit cons1st1n9 of !1ve 

schedules. 

13 Q. Mr . fontaine, was this exhib~t prepared by you or unoer 

14 

1$ A . 

16 

17 

18 

I !I 

your direction and supervislon? 

Yes, it was. 

Counsel: We ask that Mr. fontaine's exhib1t be 

marked for 1dent1f1cation as exhibit ~u IGDF-1) . 

10 Q. Mr. Fontaine, . .,.ould you now review the Company's 

:!I equivalent availability results for the period? 

,2 A. Actual equivalent availability ond adjusted actual 

~3 equivalent availability figures for each of the 

Company's GPIF qnits arc shown 'n page 13 of Schedule 

5 . Pages 3 through 8 of Schedule 2 contain the 

~ckec No . 960001·£1 Page : Witneaa: G. 0. Fonta~ne 
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calcu:~tions for the adJusted actual equ1v~lent 

a'Jailabilities. 

73 

j A calculation of GPIF a'Ja i!ability po1nt~ based on 

these availabilities and che targets established by 

5 Commission Order PSC-95-1089-FOF-EI is on page 9 of 

6 Schedul~ 2 . The results are : Crist 6, +10. 00 points ; 

7 Crist 7 , +10.00 po1nts; Smith 1, +10.00 points; Smith 

8 2, -10.00 points ; Dan1e1 1, +1 0 . 00 points, and Danie! 

9 2, -0 . 83 polnts. 

10 

II Q. Mr . Fontaine , what were the heat £ate results for the 

12 pen.od? 

IJ !I . The deta iled calculaLion of ~he actual average net 

14 operating heat rates for the ~ompa ny ' s GPTf units 1s on 

IS pages 2 through 7 of Schedule 3. These heat rate 

16 figures have not at this point been adjusted in 

17 accordance with GPIF procedures for load and other 

18 factor s to the bases of their targets. 

19 

20 

As was done for the prior GPIF periods , and as 

indieated on pages 8 through 13 of Schedule 3 , the 

~~ target s&ttlng equations were used to adjust actual 

22 

::!3 

results to the target bases. These equations, 

submitted in Juno 1995, are shown on pago 15 of 

~ Schedule 3 . 

25 As calcula ted on page 16 of Schedule 3 , the 

Docket llo. 960001· 1!!1 Page 3 W1tneaa : G. o . Fontaine 
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adJusted actua l average net operatlnq heat rates 

correspond to GPIF unit heat rate point' of: 40 .00 fo r 

Crist 6, +0 . 00 fo r Cnst 7, -2.58 for Smith l, -2. 00 

for Smith 2. -5.47 for Daniel 1, and -10.00 for Oan1el 

2. The heat rates for Daniel 1 and Dan1el 2 have been 

excluded from the GPIF results calculat1on by s~tting 

the weightlng fa~tors to :ero as approved in the 

previously me~tloned Comm1sS10n Order approvin~ the 

9 targets for th~ present reporting period. 

10 

II 

12 

13 

14 

IS 

16 

Q. 

A. 

Mr . Fontaine, what number o! Company points were 

achieved during the period, and what reward or penalty 

is indicated by these points .according to the GPIF 

procedure? 

Using the un1t equivalent availabllity and heat rate 

points prev1ously ment1oned, along with the adjusted 

17 we1ght1ng factors, the Company polnts would be -0.~1 as 

18 indicated on page 2 of Schedule q, This calculates to 

19 

20 

~· Q. 

a penalpy 1n the amount of $44, 23 4. 

Mr. Fontau.,e, do you have any o t:her comments relat:.ve 

~2 to the GPIF? 

~3 A. Yes. Targets t or the current April 1996 through 

1·1 !:ieptember 1~9£ period were established in January 1996 

based on proJeCtions at that time. We have recently 

Docket Uo. 960001·£1 Witneaa : a. D. Fontaine 

7 4 
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~een made aware ~hat Pl ant Dan~cl ha~ continued its 

seasonal burn ot Powder R1ver Bdsln coal longer ~han 

originally antic~pated at the t1me the targ~ts w~re 

set . 

6 Q. ~hat was the purpose of this change? 

7 A . 

8 

9 

10 Q • 

II 

12 A. 

13 

14 

This change was made in order to save fuel costs for 

the general body of customers . 

Does thl.s affect the val:.dity of the targets for the 

period of Apr1l 1996 through September 1996? 

The targets that were submltted 1n January 1996 

included burning Powder Rive~ Bas1n coal at Plant 

Dan1el through Apr1l 1996 and then ~wltching to high 

IS BTU western coal for the remainder of the per1od . 

lo 

17 

IS 

19 

Although the targets equat1ons are not valid for 

burning Powder River Basin coal, Gulf !iled our tatgets 

with the assumption that one month of burning Powder 

River Basin coal would not sign:ficantly impact the 

20 results. However, burning Powder Piver Basin coal more 

:!I than one month nay have a serious 1mpact on the final 

results cf Plant Daniel for the Ap11l 1'96 through 

~3 September 1996 repor• 1ng pcr1od. 

25 

Docket No. 96000l·El Page 5 Wt~noaa: 0. D. Fon~a1ne 
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Q. \•lhat is the reason for your comments at th~s time: 

2 A. We wanted to advise the CommlSSlOn of the change as 

j early as possible. No action 1s needed at this time. 

1-le would expect to make appropriate adJustments at. the 

S time results for the per1od are filed in November 1996. 

6 

7 Q. Mr. fonta.ne, .,..ould you olease summarize your 

8 t~stimony? 

9 

10 

. n . Yes , Sir. In v1ew of the adjusted actual equivalent 

availabilities, as shown on page 9 of Schedule 2, and 

11 the adjusted actual average net operating heat rates 

12 achieved, as shown on page 16 of Schedule 3, ev1denc!ng 

l3 the Company ' s performance fo~ the period, Gulf 

14 calculates a penalty in the amou~t of $44,234 as 

15 provided for by the GPir plan . 

lei Q. l'!r. rcnt:al.ne, does this corclude your tesr.imony? 

17 A. Yes, Sir. 

18 

19 

20 

21 

22 

2·1 

25 

Docke~ No. 960001·£1 Page 6 Witn••• • G. D. Fon~a~ne 
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3 

4 

5 

GULF POWER COMPANY 
Before the Florida Public Service Commission 

Direct Testimony of 
G. D. Fontaine 

Docket No . 960001-EI 
Date of Filing June 24, 1996 
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6 Q. Please statr your name, address and occupation. 

7 A. My n ame is George D. Fon taine, ay business address is 

8 Post Office Box 1151 , Pensacola, Florida 32520, and my 

9 position is Performance Test Specialist tor Gulf Power 

10 Company. 

11 

12 Q. Please descr ibe your educational and business 

13 background . 

14 A. I received my Bachelor of Mechan ical Engineering Degree 

15 from Auburn University in 19eo. Following graduation, 

16 I joined Gulf Power Company as an Associato Engineer at 

the Scholz Electric Ge nerating Plant, and as I 

18 previously stated, my current position is Perfo~~nce 

19 Test Specialist. I am also a registered Professional 

20 

21 

22 Q. 

23 A • 

Engineer in the State o f Florida. 

Have you previously testified in this Docket? 

Yes. I have pr esented testimony regarding t he 

2 4 Generating Performance Incentive Factor (GPIF) 

25 periodically for the past several years . 
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i Q. What is the purpose of your testimony in this 

2 proceeding? 

3 A. 

4 

5 

6 

7 Q. 

a 
S A. 

10 

11 

The purpose of my testimony today is to p=ecent GPIF 

targets for Gulf Power Company for tho period of october 1, 

1996 through March 31, 1997. 

Have you prepared an exhibit that contains information 

to which you will refer in your testimony? 

Yes, I havo proparod an oxhibit consisting or three 

schedules. 

12 Q. Was this exhibit prepared by you or undor your 

13 

14 A. 

15 

16 

17 

18 

19 Q • 

20 

21 A. 

22 

23 

24 

25 

direction and supervision? 

Yes, it was . 

Counsel: We ask that Hr. Fontaine ' s exhibit be 

marked for identification as exhibit ?1 (GDP-2). 

Which units does Gulf propose to include under the GPif 

for the subject period? 

We propose that Crist Units 6 and 7, Salth Units 1 and 

2, and Daniel Units l and 2 continue to be tho 

Company's GPIF units. 

Docket »o. 960001-£1 Witneaa: G. D. Fontaine 
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1 Q. What are the target heat rates Gulf proposes to use in 

2 the GPIF tor these units tor the performance period 

3 October 1, 1996 through March 31, 1997? 

4 A. I would like tc refer you to Page 32 of Schedule 1 of 

5 my exhibit where these targets are listed. 

6 

7 Q . 

8 A. 

Row were those proposed target heat rates determined? 

With tbe exception of data used tor tho statistical 

9 development of the Plant Dan iel Units 1 and 2 target 

10 

11 

12 

13 

14 

15 

16 

equations, the target heat rates were determined 

according to the GPIF implementation manual procedures 

tor Gult. 

Pago 2 ot Schedule 1 shows tho target average net 

operating heat rata equations for tho proposPd GPIF 

units, and pages 4 through 29 of schedule 1 contain the 

weekly historical data used tor the statistical 

17 development of these equations. 

18 Pages 30 and 31 of Sc hedule 1 present the 

19 

20 

21 

22 Q • 

23 

24 

25 A • 

calculations which provide ~he unit target heat rates 

from the target equations. 

Why was the statistical dovelo~ment of the Plant Daniel 

Unit's target equations treated differe nt than the 

other GPIF units? 

Plant Daniel has boon burning Powder Ri ver Basin fuel 

Docket No. 960001-EI Witness: G. o. Font•1ne 

7? 
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1 for the last three vintcr periods. Burning Povder 

2 River Basin fuel reduces the maximum output of the 

3 Daniel Units. Hovever, during peak periods, burning 

4 

5 

high BTU vestern coal allovs the Daniel Unit& to run at 

f u ll capacity. The Powder River Basin fuel is a high 

6 moisture content, lov BTU coal and the high BTU veatern 

7 

8 

9 

10 

fuol is a lov moisture, higher BTU coal. Tho amount of 

moisture in t hese two fuels is the major !actor that 

causes a significant difference in the Plant Dan t el 

heat rate vhen one fuel is burned vhen compared to the 

11 other fuel. 

12 

13 

14 

15 

16 

17 

:.a 

19 

20 

We previously believed the regression process 

vould factor the seasonal difference between the two 

different fuels lnto the target equationG. When ~he 

regression vas initially performed tor this filing 

period, the regression analysis did not reasonably 

separate the ott- peak and peak periods vhen the 

different fuels are burned. Therefore, only data from 

the October through Harch winter periods was util i zed 

for the regression of the Plant Daniel Units 1 and 2 

21 target equations. 

22 

23 

24 

25 

Docket llo . 960001- El Witncaa: G. D. f onL&lne 
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1 Q . Were tho maximum and minimum attainable heat rates !l)r 

2 each proposed GPIF unit, indicated on page 32 of 

3 Schedule 1, calculated according to the appropriate 

4 GPIF implementation manual procedures? 

5 A. Yes. 

6 

7 Q • 

a 
9 A. 

10 

11 

What are the proposed target, maximum and minimum, 

equivalent availabilities tor Gulf ' s units? 

The target equivalent availabilities and their ranges 

are listed on page 4 of Schedule 2. 

12 Q. How are these target equivalent availabilities 

13 determined? 

::.~ A. Tho target equivalent availabilities Yere determined 

15 according to the standard GPIP implementation manual 

1 6 

17 

18 

19 Q • 

20 

procedures for Gulf, and are presented on page 2 of 

Schedule 2. 

How were the maximum and minimum at~inable equivalent 

availabilities determined tor each unit? 

21 A. The maximum and minimum attainable equivalent 

22 

23 

24 

25 

availabilities, which are presented along with their 

respective target availabilities on page 4 of Schedule 

2, were determined per GPIF manual procedures for Gul!. 

8 1 
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1 Q. Hr. Fontaine, has Gulf co111pleted the GPIF 111inimum 

2 

3 A. 

4 

5 

tiling requirements data package? 

Yes, we have completed the required data. Schedule 3 

of my exhibit contains this information. 

6 Q. Hr. Fontaine, would you please &UllllUlrize your 

7 

8 A 

9 

1 0 

11 

12 

13 

14 

15 

;.6 

17 

18 

19 

20 

21 

22 

23 

24 

25 

testimony? 

Ye~ . Gulf asks that the Commission accept: 

l. Crist Units 6 and 7, Smith Units 1 and 2 and Daniel 

Units 1 and 2, for inclusion under the GPIF !or the 

period of October 1, 1996 through March 31, 1997. 

~ . The target, maximum attainable, and minimum 

attainable average net operating heat rates, as 

proposed by the Company and as shown on page 32 of 

Schedule 1 and also page 5 of Schedule 3 of my 

exhibit. 

3. The target, maximum attainable, and minimum 

attainable equivalent availabilities, as proposed 

by the Co111pany and as shown on Page 4 of Schedule 

2 and also page 5 ot Schedule 3 ot my exhibit. 

4. The weekly average net operating heat rate least 

squares regression equations, shown on page 2 of 

D-:>cket llo. 960001-EI 



• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

1 6 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Schedule 1 and also pages 18 throuqh 23 of 

Schedule 3 ot my exhibit, tor use in adjusting the 

six-month actual unit heat rates to target 

conditions . 

Q. Mr. Fontaine, does this conc lude your testimony? 

A. Yes, Sir . 
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TAXPA BLBCTRIC COMPANY 
DOCKBT NO. 960001-BI 
SOBKITTBD POR PILING C5/20/96 
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BBFORB TBB FLORID~ PUBLIC SBRVICB C~SSION 

PRBPAR.BD DIRECT TBSTDlONY 

OP 

MARY JO PENNINO 

Q. Please state yvur name, address, occupation and employer . 

A . My name is Mary Jo Pennino. My b~siness address is 702 

North Franklin Street, Tampa, Florida 33602. My position 

is Manager - Bnergy Issues and Administration in the 

Regulatory and Business Strategy Department of Tampa 

Blectri c Company. 

Q. Please provide a brief outline of your ed\ICational 

background and business experience. 

A. I received a Bachelor of Science Degree in Chemical 

Engineering f r om the Univers ity of South Florida, Tampa, 

Florida in 1985. Upon graduation, I began my career at 

Tampa Electric Company in the Production Department . My 

responsibilities included heat rate testing, support 

services for the Plant Chemical Engineers, and start-up 

assist~1ce for Hookers Point Station. In 1991, I 

transferred to che Generation Planning Department where 1 

was responsible for annual expansion planning analyses, 
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7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

I 25 

I 
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alternative technology evaluation and several other 

business planning activities . I n 1993, I w&s promoted to 

Administrator - Wholesale and PUel in the Regulatory and 

Business Strategy Department and in 1995 to Manager -

Energy Issues and Administration, also in Regulatory and 

Business Strategy. My present responsibilities include the 

a reas o! f~el adjustment filings, capacity cost recovery 

filings, and rate design. 

Q. What is the purpose of your testimony in this proceeding? 

A. The purpose of my testimony 1s to present the oet true up 

amounts for the October 1995 through March 1996 period for 

both the Fuel Cost Recovery and the Capacity Coet Recovery 

Clauses . 

FUEL COST RKCOVBRY CLAOSB 

Q. What is the net true-up ~unt for the fuel cost recovery 

clause for the period October 1995 through P-'.arch 1996? 

A. An over/(underl - recovery ot ($5,676,277). The actual 

fuel cost over/(underl - recovery, including interest, is 

($4,639,090) for the period October !995 through March 1996 

(Schedule A2, page 2 of 3, o! March 1996 monthly filing, in 

2 
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1 Document No. 4, reflects an end or period total net true up 

2 of ($5,076,375). Subtracting the beginning of period 

3 deferred true-up of ($437,285) yields the ($4,639,090 ) . 

4 This ($4,639,090) amount, less the actual/estimated 

5 over/(under) - recovery approved in the February 1996 fuel 

6 hearings of $1,037 ,187 results in a final over/(under) -

7 recovery for the period of ($5,676,277). This over/(underl 

8 • recovery amount or ($5,676,277) will be carried over and 

9 applied in the ~alculation of the fuel recovery !actor ! or 

10 the period October 1996 through March 1997. 

11 

12 Q . 

13 

l4 

15 

16 A. 

How much effect will this ($5, 676, 277) over/ (under) 

recovery in the October 1995 through March 1996 period, 

have on the October 1996 through March 1997 period? 

The ($5,676,277) over/(underl · recovery wili cause a 1.000 

17 KWH residential bill t o be approximately $0.83 higher. 

18 

19 Q. 

20 

21 A. 

Have you prepared an Exhibit in this proceeding? 

Yes. Bxhibit No. (MJP-1, Fuel Cost Recovery and Capacity 

22 Cost Rec?Very) which contains four documents. Document No. 

23 3 is used to explain the capacity cost recovery clause 

24 which is 4iecvssed later in my cestimony. Document No. 4 

25 contains Commission Schedules A· 1 through A· 9 for the 

3 



8 7 

1 months of October 1995 through March 1996. Included with 

2 the March 1996 monthly filing is a six months summary tor 

3 each of Commission Schedules A6, A7, AB, and A9 for the 

4 period October 1995 through March 1996. 

5 

6 Q. 

7 

8 A . 

9 

Please explain Document No. 1. 

Document No. 1, entitled "Tampa Electric Company Final Fuel 

Over/(Under) - Recovery tor the period October 1995 through 

10 March 1996" shows ~he calculation of the final fuel 

11 over/(under) · recovery for the period of ($5,676 ,277 ) 

12 which will be applied to jurisdictional sales during the 

13 period October 1996 through March 1997. 

14 

15 Line 1 shows the total comp~ny fuel costs of $161,831,344 

16 for the period October 1995 through March 1996. The 

17 jurisdictional amount of total fuel costs is $164,240,454 

18 as shown on line 2 _ This amount is compared to the 

19 jurisdictional fuel revenue~ applicable to the period on 

20 line 3 to obtain the actual over/(under) - recovered fuel 

21 costs for the period, shown on line 4. The resulting 

22 ($4,477,634) over/(uoder} - recovered fuel costs for the 

23 period, combined with ($161,456) of interest shown on line 

24 5, constitute the actual over/(under) recovery of 

25 ($4,639,090) shown on line 6 . The (~4,639,090) less the 

4 



1 

2 

3 

4 

5 

6 Q. 

7 

8 A. 

9 

10 

11 

12 

13 

l4 Q. 

15 

16 

17 A . 

18 

19 

20 

2 -·- I o. 

22 

23 

24 A. 

25 

88 

actual/estimated over/(under) recovery of $1,037,187 

shown on line 7, which was approved in the February 1996 

fuel hearings , results in the final over/(under) · recovery 

of ($5 , 676,277) shown on line 8 . 

What does Document No. 2 show? 

Document No. 2, entitled •Tampa Electric Company 

calculation of True-Up Amount Actual vs. Original Estimates 

for the period October 1995 t hrough March 1996, • shows the 

calculation of the actual over/ (under) recovery as 

compared to the original estimate for the same period. 

What was the variance in jurisdictional fuel revenues for 

the period October 1995 through March 1996? 

As shown on line C1 of my Document No. 2, the company 

collected $9, 193, 149 or 5 . 8t more jurisdictional !uel 

revenues than originally estimated . 

What was the total fuel and net power transaction cost 

variance for the period October 1995 through March 1996? 

A8 ehown on line A7 of Document No. 2, the fuel and net 

power transactions cost variance is $13 , 364,563 or 9.0t. 

5 



1 o. 
2 

3 

4 A. 

5 

89 

What are the reasons tor the total fuel and net power 

transactions cost being higher by $13 , 364, 563 or 9 . 0t? 

The primary reason for the 9. Ot increase is due to Net 

Energy for Load being up 398,735 MWH or 5.7t . This 5.7t 

6 combined with the ¢/ICWH tor Total Fuel a.ld Net Power 

7 Transaction being greater than estimated by 3 . 1t, accounts 

8 tor the 9.0t increase. 

9 

10 

11 

CAPACITY COST RBCOVKRY CLADSB 

12 o. What is the net true-up amount for the capacity cost 

13 recovery clause for the period Octvber 1995 through ~~rch 

14 1996? 

15 

16 A. An over/(under) recovery of $785,067. The actual 

17 capacity cost over/Cunder) - recovery, including interest, 

18 is $946,679 for the period Oct~ber 1995 through March 1996 

19 (Document No. 3, pages 2 and 3 of 5). This amount, less 

20 the actual/estimated over/(under) - recovery approved in 

21 the February 1996 fuel hearings ot $161,612 results in a 

22 final ovor/(under) - recovery for the period of $785,067 

23 (Document No. 3, page 5 of 5 l . This over/ (under) 

24 recovery ~ount of $785,067 will be carried over an~ 

25 applied in the calculation of the capacity cost recovery 

6 
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1 factor for the period October 1996 through March 1997. 

2 

3 o. How much effect will this $785, 067 over/(under) - recovery 

4 in the October 1995 through March 1996 period, have on the 

5 October 1996 through March 1997 period? 

6 

7 A. The $785, 067 over/ (under) - recovery will approxi.nately 

8 cause a $0.11 decreaoe in a 1,000 KWH residential b i ll. 

9 

10 o. Does this conclude your testimony? 

11 

12 A. Yes. 

7 
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DOCXET NO. 960001-EI 
TAMPA ELECTRIC COMPANY 
SUBMITTED FOR FILING 06/24/96 

9 1 

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

PREPARED DIRECT TESTIMONY 

OF 

MAltY JO PENNINO 

Please state your name, address, occupation and en•ployer. 

My name is Mary Jo Pennino. My business address is 702 

9 North Franklin Street, Tampa, Florida 33602. My title is 

10 Manager - Energy Issued and Administration. I work in the 

11 

12 

14 Q. 

15 

16 

17 A. 

18 

19 

20 

21 

22 

23 

24 

25 

Regulatory and Business Strategy Department of Tamp~ 

Electric Company. 

Please provide a brief outline of your education~! 

background and business experience. 

I graduated from the University of South Florida with a 

Bachelor of Science Degree in Chemical Engineering in 1985. 

Upon graduation, I began my career with Tampa Electric 

Company as an Engineer in the Production Dep~rtment. In 

1991, I transferred to the Generation Planning Department 

where I was responsible for annual expanoion planning 

analyses, alternative technology evaluation and several 

other business planning activities. In 1993, I was 

promoted to Administrator - Wholesale and Fuel in the 



1 

2 

3 

4 

5 

6 

7 Q. 

() 

9 A . 

Regulatory and Business Strategy and in 1995 to Manager · 

Energy Issues and Administration, also in Regulatory «nd 

Business Strategy. My present responsibilities include th~ 

areas of fuel adjustment filings, capacity cost r e covery 

filings, and rate design. 

What is the purpose of your testimony in this proceeding? 

The purpose of my testimony is to present to the Commission 

10 the proposed Total FUel and Purchased Power Cost Recovery 

11 factors for the period of October 1996 - March 1997, and 

12 the proposed Capacity Cost Recovery factors for the same 

13 period. I am also presenting billing refund credit factors 

14 beginning October 1996 per the $25 million refund in the 

15 stipulation approved in Order No. PSC-96-0670-S-EI. 

16 

17 fuel and pyrgh&e cd Pgwor Cost Rccoyery Pac t o r a I Capac ity Cost 

18 Reco y ery Clau se 

19 

20 Q . 

21 

22 

23 

24 A. 

25 

Did you review the projected data necessary to calculate 

the Total Fuel and Purchased Power Cost Recovery factors 

for the period October 1996 - March 1997? 

Yes I have. 

2 
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1 Q. Do you wish to sponsor an exhibit consisting of Schedulefl 

2 H-1 {October - March, 1994 through 1997) and Schedules E·l 

3 through E-10 (October 1996 - March 1997)? 

4 

5 A. 

6 

Yes. Also contained in this exhibit are Sciledules E-2, B· 

3, E-5, E-6, E·7, E-8 and E-9 for the prior period April 

7 1996 - September 1996. These schedules are furnis~ed as 

8 back-up for the projected true-up for this periol'l t~nd 

9 consist of two actual months and four projected months. 

10 

11 {Have identified as Exhibit No . ~ {MJP-2) , Fuel 

12 Projection.) 

13 

14 Q. 

15 

16 

Does Schedule E-1 of Exhibit No . ~ (MJP-2) , Fuel 

Projection, show the proper value for the Total Fuel and 

Purchased Power Cost Recovery Clause as projected for the 

17 period October 1996 - March 1997? 

18 

19 A. Yes. 

20 

21 Q. 

22 

23 A. 

~at is the proper value for the new period? 

The proper value for the new period is 2.401 centa per kwh 

24 before the application of the factors that adjust for 

25 variations in line losses. 

3 



1 o. 
2 

3 A. 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 o. 

14 

15 A. 

16 

17 

18 

19 o. 

20 

21 A. 

22 

23 

24 

25 o. 

9 4 

Please des~ribe the information provided on Schedule E·1C . 

The GPIF and True-up factors are provided on Schedule E·1C. 

We propose that a GPIF penalty of ($104,014) be included in 

the projection period. The True-up amount for thP. Apr il 

1996 Sepcen\ber 1996 period is an underrecovery ot 

($4,519,107). This underrocovery ia comprised of 11 tlnal 

True-up underrecovery amount of ($5,676,277) for the 

October 1995 MRrch 1996 period and an estimated 

overrecovery in the amount of $1,157,170 for the April 1996 

· September 1996 period. 

Please describe the information provided on Schedule E-10. 

Schedule E·1D presents the company ' s on-peak and off-peak 

fuel charge factors for the October 1996 · Mar ch 1997 

period. 

What is t he purpose of Schedule E·1E? 

The purpose of Schedule E·1E is to present the standard. 

on-p~ak and off-peak fuel charge factors after adjusting 

for variations in line losses. 

Have the fuel Recovery Loss Multipliers that reflect the 
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1 variation in line losses been modified? 

2 

3 A. Yes. Document No. 2 of exhibit (MJP-2) shows revised Fuel 

4 Recovery Loos Multipliers and a revised Jurisdictional Loss 

5 Multiplier which have been modified to refl~ct actual 1995 

6 sales data and losses. The Company requests approval of 

7 these factors tor the calculation of fuel facto rR 

8 applicable to each fuel group. 

9 

!0 Q . Please recap the proposed Fuel and Purchased Power Cost 

11 Recovery factors for the Oc~ober 1996 · March 1997 period. 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

A. 

Rate Schedule 

Average Factor 

RS, GS and TS 

RST and GS'l' 

SL-2, OL-1 and OL-3 

GSD, GSLD, EV·X, and SBF 

GSDT, GSLDT, EVT-X and SBFT 

IS-l., IS-3, SBI·l, ssr-3 

IST·l, IST·3, SBIT-1, SBIT· 3 

5 

Fuel Charge 

Factor Ccente per kwhl 

2.401 

2.418 

2.841 (on-peak) 

2 . 258 (off-peak) 

2.345 

2.404 

2.825 (on-peak) 

2.245 (ott-peak) 

2.326 

2.733 (on - peak) 

2.172 (of!-peakl 



1 o. 

2 

3 

4 

5 

6 A. 

91, 

How does Tampa Electric Company's propost!d averag~· tud 

charge factor of 2. 4 01 cents per kwh CClmp'\re to the avr~rage 

fuel charga factor for th~ April 1996 • St•pt••mbt'l !~'"· 

period? 

The proposed !uPl charge factor is 0.009 cents per kwh !or 

7 9 cents per 1000 kwh) higher than the average fuel charge 

8 factor of 2.392 cents per kwh for tho! April l'J!JG 

~ September 1996 per iod . 

10 

11 

12 

13 

Stipulation Refund 

Q. Are you also requesting Commission approval of t.he 

14 

15 

16 

17 A. 

18 

19 o. 
20 

21 

22 

23 A . 

24 

25 

projected Capacity Cost Recovery factors for the Company's 

various rate schedules? 

Yes. 

Have you prepared or caused to be prepared under your 

direction or supervision an exhibit which supports this 

request? 

Yes. It consists of five pages identified as Exhibit No. 

~0 MJP·3, Capacity Cost. Recovery. 

6 



1 Q. 

2 

3 

4 A. 

5 

6 

7 

8 

9 Q. 

10 

11 

12 A. 

97 

What payments are included in Tampa Electric's capacity 

cost recovery factor? 

Tampa Electric is requesting recovery, thtough the capacity 

cost recovery factor, of capacity payments made pursuant to 

cogeneration, small power production and purchased power 

agreements t.o which we are a pan;y. 

Please re-cap the proposed Capacity Coer Recovery Clause 

factors for the October 1996 - March 1997 period. 

13 Rate Schedule 

Capacity Cost Recovery 

Factor !cents per kwh! 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 Q. 

RS 0.198 

GS and TS 0.191 

GSD, EV-X 0.146 

GSLD and SBP 0.130 

IS·1, IS·3, SBI · 1, SBI·3 0.011 

SL·2, OL·l and OL·3 0 . 024 

These factors can be seen in Exhibit No. ~0 (MJP· 3) , page 

3 of s . 

Will retail bills beginning October 1, 1996 contain a 

7 
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2 

3 

4 A. 

5 

6 

7 

a 
9 

10 

11 Q. 

12 

13 

14 A. 

15 

16 

17 

18 

19 

20 Q . 

21 

22 

23 A. 

24 

25 

98 

refund factor as agreed to in the stipulation approved in 

Docket No. 950379·EI, Order No. PSC·96·06'/0 S·EI? 

Yes, as contained in the aforemenLion~d stipulatior., all 

customer bills beginning with the new fuel adjustment 

charge in October 1996 will reflect a refund credit. Th~ 

refund is for $25 million plus intnrcst ovt•r n on • Y"•'l 

period. The ret:ail average refund credit ~dctor beginnin'J 

in October 1996 is 0.173 ¢/kWH. 

Do you have an exhibit supporting the calculation of the 

refund credit factor? 

Yes, Exhibit No. ..1..!._ (KJP- 4) is a worksheet showing the 

level of the refund credlt fa~tor, the expected monthly 

refund balance and expected monthly interest. As can be 

seen in Document No. 3, the balance approaches zero in 

September 1997, the end of the twelve month refund period. 

How will the refund credit be reflected on the customer's 

bill? 

The refund credit will be reflected as a line item credit 

on customer's bills calculated by multiplying a levelized 

factor adjusted for line losses times the actual kwh usag~ 

8 
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2 

3 

4 Q. 

5 

6 

7 A . 

e 

9 

10 

11 

12 

13 

14 

15 

16 

17 Q. 

18 

19 

ZO A. 

21 

22 

23 

24 

25 

99 

during the period of the credit . 

What are the refund credit factors adjusted for line losses 

beginning in October 1996? 

As shown in Document No. 3 of my exhibit, the credit 

factors beginning in October 1996 are: 

Rate Class 

RS, RST, GS, GST, TS 

GSD, GSDT, GSLD, GSLDT, 

BV-X, EVT-X, SBF, SBFT 

IS1, IS1T, IS3, IST3, SBI1 

SBI1T, SBI3, SBIT3 

SL, OL 

credit Pactor 

0.174 ¢/kl-!h 

0.:7;) ¢/kWh 

0.168 ¢/kW"l 

0.174 ¢/kWh 

What interest rate is applied to the average monthly refund 

balance? 

The projected 30-day commercial paper race is applied co 

the average monthly balance. This is consistent with Rule 

25-6.109, Florida Administrative Code. The same projected 

30-day commercial paper rate has been used to calculate the 

refund credit factor as was used to calculate the true-up 

in the Fuel and Purchased Power Cost Recovery Clause 

9 



1 

2 

3 Q. 

4 

s 

6 A. 

7 

8 

1 0 0 

factors. 

How do you propose that the reiund credit !actor br! 

administered? 

The current factor is based on a projt>,.ted twelve mon h 

energy sales forecast. In January 1997, when Tampa 

Electric files Cor new fuel adjustm~nt tnctors using a new 

9 energy sales forecast, the refund credit Caccor should be 

10 updated. This update wi ll iPcorporate the actual refund 

11 balance as it is known ar_the time, any changes in interest 

12 rates and the new energy sales forecast. Thi~ update will 

13 set a new refund credit factor for the months of April :997 

14 through September 1997. 

15 

16 Q . 

17 

18 

19 A. 

20 

21 

22 

23 

24 Q. 

25 

How do you propose any refund balance remaining at the end 

of the twelve month period be treated? 

As contained in the stipulation, any over or under 

collection associated with the crerlit will be han~led as a 

true-up component in the noL~l course of Tampa Electric's 

fuel cost recovery proceeding. 

What is the composite effect of the above changes on a 

1,000 kwh residential CUstomer? 

10 



1 0 1 

1 A . 1\ residentiol bill for 1, 000 kwh will decrease ~l. 20 

: beginning October 1996. See table below. The table dlao 

3 includes the impact of a proposed Environmental ('()Ill .. 
4 Recovery Clause factor currently being r~viewed in Docket 

5 No. 960688-EI. 

6 

7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 

30 

-rypo of Charg,e 

Customer 

Energy 

Conservation 

Environmental 

Fuel 

Capacity 

Deferred Revenue Plan 
Refund 

FGR Tax 

Total s 

Apr. 9 6 
Thru 
Sopt. 96 

s 8.50 

43.42 

l. 62 

o.oc 

24 . 07 

1.93 

0 . 00 

8l.'i9 s 

Oct . 96 
thru 
tJAr. 97 

s 8 . 50 

43.42 

1. 62 

0.41 

24.18 

l. 98 

(1.74 ) 

80.38 

31 'J, 

32 

When should the new charges and refund go into e!tect? 

33 A. They st.ould go into etfect commensurate with the first 

34 billing cycle in October 1996. 

35 

36 Q. Does this conclude your testimony? 

11 
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Yes it does. 

12 
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14 

15 

16 A. 

17 

18 

19 

20 

21 

22 

23 

24 

25 

TAMPA ELECTRIC COMPANY 
DOCKET NO. 960001-EI 
SUBMITTED POR PILING 5/20/96 
(TRUE UP) 

1 0 3 

BBPORB TliB FLORIDA PUBLIC SERVICE COMMISSION 

PREPARED DIRBCT TBSTDKONY 

OP 

GEORGE A. DSELOWSltY 

Will you please state your name, business address, and 

employer? 

My name is George A. Keselowsky and my business address is 

Post Office Box 111, Tampa, Florida 33601. I am employed 

by Tampa Electric Company. 

Please furnish us with a brief outline of your educational 

background and business experience. 

I graduated in 1972 from the University of South Florida 

with a Bachelor of Science Degree in Mechanical 

Engineering. I have been employed by Tampa Elect.ric 

Company in varioua engineering posit.ions since that ~ime. 

My current position is that. of Senior Consulting Engineer 

-Production Engineering. 



1 Q. 

2 

3 A. 

4 

5 

6 

7 Q. 

a 

9 A. 

10 

11 

12 

13 

14 

15 

16 o. 
17 

18 

19 A. 

20 

21 

22 

23 

24 

25 

1 0 4 

What are your current responsibilities? 

I am responsible Cor testing and reporting unit 

performance, and the compilation and reporting of 

generation statistics. 

What is the purpose o( your test1mony? 

My testimony pr~sents the actual performance results from 

unit equivalent availability and station heat rate used to 

determine t he Generating Performauce I ncentive Factor 

(GPIF) for the period October 1995 through March 1996. I 

will also compare these results to the targets established 

prior to the beginning of the period. 

Have you prepared an exhibit with the results for this six 

month period? 

Yes. Under my direction and supervision an exhibit has 

been prepared entitled, •Tampa Electric Company, October 

1995 - March 1996, Generating Performance Incentive Factor 

Results" consisting of 28 pages that was filed with this 

testimony (Have identified as Exhibit GAK-1). 

2 
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2 

3 

4 A. 

5 

6 

7 

a o. 
9 

10 

ll. A. 

12 

13 

14 

15 

16 Q. 

17 

1e 

19 

20 A. 

21 

22 

23 

24 
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Have you calculated tt.e results of Tampa Electric Company 

for its performance under the GPIF during this period? 

Yes I have. This is shown on page 4 of my exhibit. Based 

upon ·0. 494 GPIF points, the result is d penalty amount of 

$104,014 for the period. 

Please proceed with your review of the actual results for 

the October 1955 · March 1996 period. 

On page 3 of my exhibit, the actual average c~on equity 

for the period is shown on line a as $1,037,899,631. This 

produces the maximum penalty or re"ard figure of $2,105,538 

as shown on line 15, page 3, and also page 2 of my exhibit. 

Would you please explain how you arrived at the actual 

equivalent availability results for the six units iucluded 

within the GPIP? 

Yes I will. Operating data on each of cur operating units 

is filed monthly with the Florida Publ!c Service Commission 

on the Act..ual Unit !Performance data form. Additionally, 

outage information is reported to the Commission on a 

monthly basis. A summary of this data for the six months 

provides the basis for the GPIF. 

3 



1 Q . 

2 

3 

4 A . 

1 0 G 

Are the equivalent availability results shown on page 6, 

column 2, directly applicable to the GPIF table? 

Not exactly. Adjustments to equivalent availability may be 

5 required as noted in section 4.3.3 of the GPIF Manual. The 

6 actual equivalent availability including the required 

7 adjus~nc is shown on page 6 of my exhibit. The necessary 

8 adjustmencs as prescribed in the GPIF Manual are further 

9 defined by a letter dated October 23, 1981 , from Mr. J.H. 

10 Hoffsis of! the Commission's Stat!. Tho adjustments for 

11 each unit are as follows : 

12 

13 

:..4 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Gannon Uni t No 5 

On this unit, 1248 planned outage hours were originally 

scheduled to fall within the Winter 1995 period. The 

actual planned outage activities required 1362.3 hours. 

Consequently, the actual equivalent availability of 60.4t 

is adjusted to 62.6t, as shown on page 7 of my exhibit. 

Gacnon Unit No . 6 

On this unit, 168 planned outage hours were originally 

scheduled co fall within the Winter 1995 period. The 

actual planned outage activities required 170.2 hours. 

Consequently, the actual equivalent availability of 84.9t 

is adjusted to 8S . Ot, as shown on page a of my exhibit. 
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1 Big Bend Unit No 1 

2 This unit was not scheduled to have a planned outage dur1ng 

3 the Winter 1995 period and did not in fact have one. 

4 Consequently, the accual equivalent availability of 87.4\ 

5 requires no adjustment aa shown on page 9 of my exhibiL. 

6 

7 Big Bend Unit No 2 

'I On this unit 936 planned outage hOU""S were originally 

9 scheduled to !all within the Winter 1995 period. Due to a 

10 revision of the outage schedule, planned outage activities 

11 were rescheduled such that no plann~d outage took place 

12 during the period. Consequently, t.he act.ual equivalent. 

13 availability of 85.5\ is adjusted to 67.3\ as shown on page 

14 10 of my exhibit.. 

15 

1C Big Bend Unit No 3 

17 On t.his unit no planned outage hours were originally 

18 scheduled t.o fall within t.he Winter 1995 period. Due to a 

19 revision of the outage schedule, an out.age was moved 

20 forward and associated planned outage activities required 

21 457.1 hours. Consequent.ly, the actual equivaler.t. 

22 availabilit.}' of 75.7 is adjust.cd t.o 84.5 as shown on 

23 page 11 of my exhibit. 

24 

25 

5 
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13 

14 
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16 

17 

18 Q. 

19 

20 

21 A. 

22 

23 

2'1 

25 
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Big Bend Unit No. 4 

On this unit 384 planned outage hours wert.;! originally 

scheduled to fall wi'thin the Winter 1995 period. Actual 

planned outage activities required 484.6 hours. 

Consequently, the actual equivalenL availability of 84.4\ 

is adjusted to 86.5\ as shown on page 12 of my exhibit. 

How did you arrive at the applicable equivalent 

availability points for each unit? 

The final adjusted equivalent availabilities for each unit 

are shown on page 6, column 4, of my exhibit. This number 

is entered into the respective Generating Performance 

Incentive Point (GPIP) Table for each particular unit on 

pages 21 through 26. Page 4 of my e~1ibit summarizes the 

equivalent availability points to be awarded or penalized. 

Would you please explain the heat rate results relative to 

the GPIF? 

The actual heat rate and adjusted acLual heat rate for 

Gannon and Big Bend Station are shown on page 6 of my 

exhibit. The adjustment was developed based on the 

guidelines of section 4. 3. 6 of the GPIF Manual. This 

procedure is further defined by a letter dated October 23, 

6 
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1 1981, from Mr. J.H. Hoffsis of the FPSC Staff. The final 

2 adjusted actual heat rates are also shown on page 5 of my 

3 exhibit. This heat rate number is entered into the 

~ respective GPIP table for the particular unit, shown on 

5 pages 21 through 26. Page 4 of my exhibit summarizes the 

6 weighted heat rate dnd equivalent availability points ro be 

7 awarded. 

8 

9 Q. 

10 

11 A. 

12 

13 

14 

15 

16 

17 

18 Q . 

19 

20 

21 

Were any additivnal adjustments to heat rate required? 

In order t~ assure compatability of data, Big Bend Uni t 3 

heat rates have been calculated in the standard fashion, 

without scrubber power. Thit~ methodology hae been reviewed 

and approved by the PSC staff , to be employed unt1l there 

is sufficient operational history with the scrubber to meet 

target preparation guidelines. 

Does this assure that the Big Bend 3 heat rate for the 

period is appropriate for comparison to its target and 

meets GPIF criteria? 

22 A. Yes. 

23 

24 

25 

7 
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12 Q. 

13 

14 A. 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2 4 

25 

1 1 0 

What is the O"erall GPIP for Tampa Electric Company during 

this six month period? 

This is shown on page 28 of my exhibit. Essentially, the 

weighting factors shown on page 4. column 3. plus the 

equivalent availabUity points and the t.eat rate points 

shown on page 4 . column 4 . are substituted within the 

equation. This resultant value, -0 . 494, is then entered 

into the GPIF table on page 2. Using linear interpolation, 

a penalty amount of $104 ,014 is calculated. 

Does this conclude your testimony? 

Yes, it does . 

8 
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(PROJBCTION) 

BKPORB THB FLORIDA PUBLIC SBRVICB COMMISSION 

PRI:PAR.Jm DIRBCT TBSTIXOBY 

or 
GBOR.GB A. DSBLOWSD' 

1 1 1 

Will you please scat:e your name, business address, and 

7 employer? 

8 

9 A. My name is George A. Keselowsky and my business address is 

10 Post Office Box 111, Tampa, Florida 33601. I am employed 

11 by Tampa Electric Company. 

12 

13 Q. Please furnish us with a brief outline of your educational 

14 background and business experience. 

15 

16 A. I graduated in 1972 from the University of South Florida 

17 wiLh a Bachelor of Science Degree in Mechauical 

18 Engineering. I have been employed by Tampa Electric 

19 Company in various engineering positions since that time. 

20 My current position is that of Senior Consulting Eugir.eer 

21 · Production Bngineering. 

22 

23 Q. What are your current responsibilitieo? 

24 

25 ~- I am responsible for testing and reporting unit 

1 



1 

2 

3 

4 Q . 

5 

6 A. 

1 , 2 

performance, and the compilation and reporti.ng of 

generation statistics. 

What is the purpose of your testimony? 

My testUnony presents Tampa Blectric Company's methodology 

7 for 1etermining the varioua factors required to compute the 

8 Generating Performance Incentive Factor (GPIF) as ordered 

9 by this Commission. 

10 

11 Q. 

12 

13 

14 A. 

15 

16 

Have you prepared an exhibit showing the various el ements 

ot the derivation ot ~ampa Blectric Company's GPIF formula? 

Yes, I have prepared, under my direction and supervision, 

an exhibit entitled •Tampa Blectric Company, Generating 

Performance Incentive Factor• October 1996 - March 1997, 

17 consisting of 35 pages filed with the Commission on 

1!1 June 24, 1996. (Have identified as Bxhibit GAK-2). The 

19 data prepared within·this exhibit is cocsistect with the 

20 GPIF Implementation Manual previously approved by this 

21 Commission. 

22 

23 

24 

25 

2 
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1 Q. 

2 

3 

4 A . 

5 

6 

7 

8 Q. 

9 

1 1 3 

Which generating unite on Tampa Electric Company's system 

are included in the determination ot your GPIP? 

Six ot our coal·Ured units are included. These are: 

Gannon Station Units 5 and 6; and Big Bend Station Units 1, 

2, 3, and 4. 

~ill you describe how Tampa Bleetrie Company evolved the 

various !actors associated with the GPIP as ordered by this 

10 Commission? 

ll 

12 A. 

13 

14 

15 

16 Q. 

17 

18 A. 

Yes. First, the two factccs to be used, as set t~rth by 

the Commission Stat!, are unit availability and station 

heat rate. 

Please continue. 

A target was established tor equivalent 3Vailability for 

19 each unit considered tor this period. Heat rate targets 

20 were also established tor each unit. A range of potential 

21 improvement and degradation was determined for each of 

22 these parameters. 

23 

24 

25 

3 



1 Q. 

2 

3 

4 A. 

5 
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Would you describe how the target values for unit 

availability were determined? 

Yes I will . The Planned Outage Factor ( POF) and the 

Equivalent Unplanned Outage Factor (ROOF) were subtracted 

6 trom lOOt to determine the target equivalent availability. 

7 The factors for each of the 6 unite included within the 

s GPIP are shown on p3ge 5 of my exhibit. Por examplP., the 

9 projected EUOF tor Big Bend Unit Pour is 8.7t. The Planned 

10 Outage Factor tor this same unit during this period is Ot. 

11 Theretore, the target equivalent availability for this unit 

12 equals: 

13 

14 

15 

lOOt · [(8.7t + Ot)] • 9\.3t 

16 This is shown on page 4, column 3 ot my exhibit. 

17 

18 Q. 

19 

20 

21 A. 

22 

23 

24 

25 

How was the potential for unit availability improvement 

determined? 

Maximum equivalent availability is &rrived at using the 

following tormula. 



l 

2 

3 

Rgpiyalent Ayailability M4xiw1m 

RAP w.x • lOOt • (0. 8 CBUOP.) + 0. 95 (POP1 ) I 

1 1 5 

4 The !actors included in the above equations are the same 

5 !actors that determine target equivalent availability. To 

6 attain the maximum incentive points, a 20t reduction in 

7 Forced Outage and Maintenance Outage Factors (EUOP) , plus 

a a st reduction in the Planned Outage Factor (POP) will b~ 

9 necessary. Continuing with our example on Big Bend Uni~ 

10 Pour: 

11 

12 BAP w.x • lOOt · (0.8 (8.7t) + 0.95 (Ot)] • 93.0t 

13 

14 This is shown on page 4, column 4 of my exhibit. 

15 

16 Q. How was the potential tor un1t availability degradation 

17 determined? 

18 

19 A. 

20 

The potential tor unit availability degradation is 

significantly grE:ater than is the potential for unit 

21 availability improvement. This concept vas discussed 

22 extensively and approved in earlier hearings before this 

23 Coumissior.. Tampa Elect:: ric Company's approach to 

24 incorporating this skewed effect into the unit availability 

25 tables is to use a potential degradation range equal to 

5 
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1 twice the potential improvement. Consequently, minin.ttm 

2 equivalent availability is arrived at via the following 

3 formula: 

4 

s Bgyivalent ~ilabil i ty Miniwtm 

6 SAP Hill • lOOt - (1. 4 (BUOF,) + 1.10 (POFrl I 

7 

8 Again, continuing with our example ot 8ig aend Unit Pour, 

9 

10 SAP Hill. lOOt- [1.4 (8 .7t) + 1.1 (Ot)) - 87.8t 

11 

12 Bquivalent availability MAX and MIN Cor the other five 

13 units is computed in a similar manner. 

14 

~5 Q . How do you arrive at the Planned OUt.age, Maintenance OUtage 

16 and Forced OUtage Factors? 

17 

~8 A. 

~9 

OUr planned outages for this period are shown on page 19 of 

my exhibit . A Critical Path Method (C.P.M.) for each major 

20 planned outage which a!!ects GPIF is included in my 

21 exhibit. For example, Big Bend Unit 2 is ocheduled for an 

22 annual maintenance outage November 4 to November 1~. 1996. 

23 There are 384 planned outage hours scheduled for the winter 

2 4 1996 period, and a total of 4369 hours during this 6 month 

25 period. Consequently, the Planned OUtage Factor fot Unit 2 

6 
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1 at Big Bend ia 384/4369 x lOOt or 8.8t. This factor is 

2 shown on pages 5 and 16 o f my exhibit. Big Ser~ Unit 1 has 

3 a planned outage factor of l3.7t, Big Bend Unit 3 has a 

4 planned outage factor of l7.0t and Big Bend Unit 4 has a 

5 planned outage factor of zero. Gannon Units 5 and 6 each 

6 have planned outage factors of 7.7t. 

7 

8 Q . 

9 

10 

11 A. 

12 

How did you arrive at the Forced Outage anj Maintenance 

OUtage Factors on each unit? 

Graphs of both of these factors (adjusted for planned 

outages) va. time are prepared. Both monthly data and 12 

13 month moving average data are re(.orded. For each unit the 

14 most current, March 1996, 12 month ending value was used as 

15 a basis for the projection. This value was adjusted up or 

16 down by analyzing tre.nds and causes for recent forced and 

17 maintenance outages. All projected factors are based upon 

18 

19 

historical unit performancE>, 

since last planned outage, 

engineering judgment, time 

and equipment performance 

20 resulting in a forced or maintenance outage. These target 

21 factors are additive and result in a RUOF of 8.9t for 

22 Gannon Unit Five. The Equivalent Unplanned OUtage F~ctor 

23 (BUOF) for Gannon Unit Five is verified by the data shown 

24 on page 13, lines 3, 5, 10 and 11 of my exhibit and 

25 calculated using the formula: 

7 
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~ 

2 BUOF • IFOH t RFOH t MQH t RMQHl x 100 

3 Period Hours 

4 or 

5 BUOP • (342 t 49) x 100 • 8.9\ 

6 4391 

7 Relative to Gannon Unit Five, the BUOF o! 8.9t forms the 

e basis of our Equivalent Availability t.arget development as 

9 shown on sheets 4 and 5 o! my exhibit. 

10 

ll Q. 

12 

Please continue with your review of the remajning units. 

13 

14 A. 

15 

16 

17 

18 

19 

Big Bend Unit One 

The projected BUOP for this unit is 11.1t dL~ring this 

period. This unit will have a planned outage this period 

and the Planned OUtage Factor is 13 . 7\'. This results in a 

target equivalent availability of 75.2\' for the period. 

Big Bend !Init Two 

20 The projected BUOF for this unit is 14.2\'. This unit will 

21 have a planned outage during this period and the Planned 

22 outage Factor is S.St. Therefore, the target equivalent 

23 availabiljty !or this unit is 77.0\'. 

24 

25 

8 
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1 Big Bend Unit Tbree 

2 The projected BUOF for this unit is 12.3\ during t~is 

3 period. This unit will have a planned outage this period 

4 and the Planned OUtage Factor is 17. ot. Therefore, the 

5 target equivalent availability tor this unit is 70.7%. 

6 

7 Big Bend Unit Four 

8 The projected BUOF for this unit is 8.7\. This unit will 

9 not have a planned outage during this period and the 

10 Planned Outage Factor is Ot. This results in a target 

11 equivalent availability of 91.3\ tor the period. 

12 

13 r~nnon Unit +iye 

14 The projected BUOP tor this unit ie 8.9\. This unit will 

15 have a planned outage during this period and the Planned 

16 OUtage Factor is 7.7\ . ~erefore, the target equivalent 

17 availability for this unit is 83.4\. 

18 

19 ('..apnon Unit Six 

20 The projected BUOF for this unit is 9.7\. This unit will 

21 have a planned outage during this period and the Planned 

22 Outage Factor is 7.7t. Therefore, the target equivalent 

23 availability for this unit is 82.6\. 

24 

25 

9 
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2 

3 

4 

5 A. 

6 

1 2 0 

Would you summarize your testimony regarding Equivalent 

Availability Factor (BAF) , Equivalent Unplanned Outage 

Factor (BOOP) and Equivalent Unplanned Outage Rate (BUORl? 

Yea I will. Please note on page 5 that the GPIF system 

weighted Equivalent Availability Pactor (BAP) equals 79.2t. 

7 This target c-omparee very tavora.bly to pre.,ious GPIF 

8 periods when compared on a common planned outage factor 

9 basis. These targets represent an outstanding level of 

10 performance tor our system. 

11 

12 Q. 

13 

14 

15 A. 

16 

17 

18 

As you graph and monitor Forced and Maintenanc.e Outage 

Factors, why are they adjusted to~ planned outage hours? 

This adju•tment makes these factors more accur.J.te and 

comparable. Obviously, a unit in a planned outage stage or 

reserve shutdown stage will not incur a forced or 

maintenance outage. Since our units are usually base 

19 loaded, reserve ahutdo~~ is generally not a tactor. To 

20 demonstrate ~he effects of a planned outage, note the BUOR 

21 and BUOP for Big Bend Unit Three on page 17. During the 

22 months of OCtober through January, BUOP and BOOR are equal. 

23 This is due t:.o the fact that no planned outages are 

24 scheduled during these months. During t:.he months of 

25 February &nd Mllrch, EUOR exceeds BUOF. The reason for this 

10 
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25 

1 2 1 

difference is the scheduling of a planned outage. Tho 

adjusted factors apply to the period hours after pl.anned 

outage hours have been extracted. 

Does this mean that both rate and factor data are used in 

calculated data? 

Yes it does. Rates provide a proper and accurate method ot 

arrivi.ng at the unit parcuneters. These are then converted 

to factors since they are directly additive. That is, the 

Forced OUtage Factor + MaintenaDce OUtage Fact.or + Planned 

Outage Factor + Equivalent Availability • lOOt. Since 

factors are additive, they are easier to work with and to 

understand. 

You previously stated tbat you had developed a CPM for your 

unit outages. How do you use the CPM in conjunction with 

your planned outages? 

The CPM' 81 included in t~is exhibit are preliminary and 

include only the major work acLivities we expect to 

accomplish during the planned outage. Planned outages are 

very complex and are anticipated months in advance. The 

actual CPM'e utilized in the execution ot the planned outage 

are detailed tor all major and ~nor work activities. 

11 
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Since it is important to the cumpany and oene!~cial to our 

Customers to control outage length, we have implemented a 

computerized outage management system. Essentially, this 

tool enables management to monitor outage progress. measure 

activity results against previously established milestones, 

6 and verity timely execution ot all critical path events. 

7 This results in the shortest outage time posdible and the 

8 maximum utilization o! all resources. Any reduction in 

9 planned outage lengt:h directly improves unit equivalent 

10 availability. 

11 

12 Q. 

13 

14 

15 

H A. 

17 

18 

19 Q. 

20 

21 A. 

22 

23 

24 

25 

Has Tampa Electric Company prepared t.he necessary heat rate 

data required !or the determination ot the Generating 

Performance Incentive Factor? 

Yes. Target heat rates as well as ranges of potential 

operation have been developed as requir~d. 

On what basis were the heat rate tarsets determined? 

Average net operating heat rates are determined and 

reported on a unit ba.sis. Therefore, all heat rate data 

pertaining to the GPIP is calculated on this basis. 

12 
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1 Q. 

2 

3 A. 

4 

5 

6 

1 2 3 

How were these targets determined? 

Net heat rate data for the · three most recent sumner 

periods, along with · the PROMOD III program, formed the 

basis of our target developmont. P;:ojections of unit 

performance were made with the aid or PROMOD III. The 

7 historical data an<!. the target values are analyzed to 

8 assure applicability to current conditions or operation. 

9 This provides assurance that any periods of abnormal 

10 operations, or equipment modifications having material 

11 effect on heat rate can be taken into consideration. 

12 

13 Q. The accomplishment of scrubbing the flue gas from Big Bend 

14 Unit 3 re<JUirea an additional amount or station service 

15 power. Row do you plan to addreae the associated effect to 

16 net heat rate tor GPIP purposes? 

17 

18 A. '!be change in heat rate for this unit resulting fran increased 

19 utilization or the unit 4 scrubber can be quantified, but the 

2 o operatiooal history is short of GPIP guidelines. The target for 

21 Big Bend 3 haB, t:.herefore, ll(en developed in the st:aroard 

22 fashioo using data withQ!t scn!l'ber power. In order to assure 

23 CC~li>4tabllity with this target, scrul:lber power will be removed 

24 prior to calculating unit 3 heat rate for the subsequent True-Up 

;z 5 process, 'Ibis ~thad has been reviewed and approved by the PSC 

13 
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Staff to be erployed until there is sufficient history to aeet 

target preparatico guidelines. Successful in'pleuentaticn of this 

innovation to nax:imlze the potential of existing plant 

equipment, represents a major cost savings and a significant 

5 benefit for our customers. 

6 

7 Q. 

8 

9 

10 A. 

11 

12 Q. 

Have you developed the heat r3te targets in accordance with 

GPIF guidelines? 

Yes. 

How were the ra.ngeo c f heat rate improvement and heat rate 

13 degradation determined? 

14 

15 A. The ranges were determined through analysis of historical 

16 net heat rate and net output factor data. This is the same 

17 data from which the net heat rate vs. net output factor 

18 curvea have been developed tor each unit. This informacion 

19 is shown on pages 27 throuqh 32 of my exhibit. 

20 

21 Q. 

22 

23 

24 A. 

25 

Would you elaborate on the analysis used in t.he 

determination of the ranges? 

'l'he net heat rate. vs. net outp.Jt l!actor curves are the results 

of a first order curve tit to historical data. The standard 

14 

• 



1 

2 

3 

4 

5 
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8 Q . 

9 

10 

l.l A. 

12 

13 

14 

.... . .. . 

1 2 5 

error of tm eetinnte o! this dat:a was detennincd, and a factor 

was applied to produce a band of potentl.al ~roverrent and 

degradatioo. Both the curve fit and the standard error of the 

eetimlte were pertomed. by c:artJUter program for each unit:. 'Il1e:se 

curves are also used in poet period adjusarents to actual heat 

rates to account tor u:nanticipated c:hll.ngee in unit dispatch. 

can you eummarize your heat rate projecticn tor the winter 

1996 perioo? 

Yes . The heat rate target tor Big Bend Unit: 1 is 10,004 

Btu/Net k\1h. The range about t:his value, to allow for 

potencial improvement or degr~dation, is ±210 Btu/Net: kwh. 

The heat rate target for Big Ben~ Unit 2 ie 9,979 Bt:u/Net 

15 kwh with a range of :t273 Bt:u/Net: kwh. The heat rllt:e target 

16 for Big Ben~ Unit 3 is 9,600 Btu/Net kwh, with a range of 

17 ±332 Btu/Net kwh. The heat rate target for Big Bend Unit 

18 4 is 10,047 Btu/Net kwh with a range of ±245 Btu/Net kwh. 

19 The heat rate target for Gannon Unit 5 is 10,258 Btu/Net 

20 kwh witb a range of :t271 Btu/Net kwh. The heat: rate target: 

21 for Gannon Unit 6 is 10,443 Btu/Net kwh with a range of 

22 ±304 Btu/Net kwh. A zone of tolerance of r 75 Btu/Net kwh 

23 is included within t:he range for eacb t:arget:. This is 

24 shown on page 4, and pages 7 through 12 of my exhibit. 

25 

15 

1 
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5 A. 
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7 Q. 

1 2 6 

Do you feel that the heat rate targets and ranges in your 

projection meet the criteria of the GPIP and the philosophy 

of this Commission? 

Yes I do . 

After determining the target values and range• tor average 

8 net operating heat rate and equivalent availab~lity, what 

9 is the next step in the GPIP? 

10 

11 A. 

12 

The next step is to calculate the savings and weighting 

faetor to be used for both average net operating heat rate 

13 and equivalent availability. This is shown on pages 7 

14 through 12. Our PROM:>D III codt simulation model was used 

15 to calculate the total system fuel coat if all units 

16 operated at tbrget beac rate and target availability for 

17 the period. This total system fuel coat of $117,272,400 is 

18 shown on page 6 column 2. 

19 

20 The PROMOD III output was then used to calculate total 

21 system fuel coat with each unit individually operating at 

22 maximum improvement in equivalent availability and each 

23 statio~ operating at maximum improvement in average net 

24 operating heat rate. The respective savings are ahown on 

25 page 6 column 4. After all the individual savings are 

16 
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calculated, column 4 is totaled: $3,775,800 reflects the 

savings i~ all units operated at maximum improvement. A 

weighting !actor t or each parameter is then calculated by 

dividing individual savings by the total. For Big Bqnd 

Unit Two, the weighting factor tor equivalent availability 

is 5. 4 6t as shown in the right band column on page 6 . 

Pages 7 thru 12 .show the point table, the Puel 

Savings/ (Loss), and the equivalent a'l:ailabili':y or heat 

9 rate value. The individual weighting ~actor is also shown. 

10 For example, on Big Bend Unit Two, page 10, i~ the unit 

11 operates at 8Ci. 3t equivalent availabili ty, ~uel savings 

12 would equal $206,200 and 10 equivalent availability points 

13 would be awarded. 

14 

15 The Generating Per~ormance Incentive Factor Reward/Penalty 

16 Table on page 2 is a awrmary o~ the tables on pages 7 

17 through 12. The lett hand column o~ this document shows 

18 the Tampa Blectric Company's incentive points. The center 

19 column shows the total ~uel savings ana is the same amount 

20 as shown on page 6, column 4 , $3,775,800. The right hand 

21 column o~ page 2 ie the estimated reward or penalty based 

22 upon per~ormance. 

23 

24 

25 

17 

• 



1 Q . 

2 

3 A. 

4 

1 2 8 

How were the maximum allowed incentive dollars determined? 

Referring to my exhibit on page 3 1 line 8, the estimated 

average common equity for the period October 1996 · March 

5 1997 is shown to be $1 1 102,495 I 857. Thh produces the 

6 maximum allowed j urisdictional incentive dollars of 

7 

8 

9 Q . 

10 

11 

12 A. 

13 

14 

15 

16 

17 Q. 

18 

19 A . 

20 

21 

22 

23 

24 

25 

$2,241 1 397 shown on line 15. 

Is there any othet constraint aet forth by this Commission 

regarding the magnitude of incentive dollars? 

Yes . Incentive dollars are not to exceed fifty percent of 

fuel savings. Page 2 of my oxhiuit demonstrates that the 

incentive amount calculated on page 3 haa been rP.duced in 

order to meet this constraint. 

Do you wish to summarize your testimony on the GPIP? 

Yes. To the best of my knowledge and understanding I Tampa 

Blectric Company has fully complied with the Commission's 

directions, philosophy, and methodology in our 

det~rmination of Generating Performance Incentive Factor. 

The GPIP for Tampa Blectric Company is expressed by the 

following formula for calculating Generating Performance 

Incentive Points (GPIP) : 

18 



1 

2 

3 

·4 

5 

6 

GPIP • 

1 2 9 

0.0310 BAPO<~ + 0.0775 BAPc;,., 

+ 0.0198 BAPut + 0.0546 BAP Ill 

+ 0.0745 BAP'au + 0.0606 BAPau 

+ 0.067 HRP~~ + 0.1144 HRP~• 

+ 0.0985 HRP'ut + 0.1292 HRP au 

+ 0.1351 HltP'au + 0.1378 HRPaac) 

7 Whe;re: 

8 GPIP • Generating performance incentive points. 

9 RAP - Equivalent availability points awarded/deducted for 

10 

11 

Units 5 and 6 at Gannon and Units 1, 2, 3 and 4 at 

Big Bend. 

12 HRP • Average net heat rate points awarded/deducted for 

13 

14 

15 

16 Q. 

Units 5 and 6 at Gannon and Units 1, 2, 3 and 4 at 

Big Bend. 

Have you prepared a document summarizing ·the GPIF targets 

17 for the October 1996 - March 1997 period? 

18 

19 A. Yes. The availability and heat rate targets for each unit 

20 are listed on attachment "A" to this testimony entitled 

21 "Tampa Electric Company GPIP Targets, October 1, 1996 

22 - March 31, 1997". 

23 

24 

25 

19 
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I,:,U 

1 Q. Do you wish to sponsor an exhibit consisting of estimated 

2 unit performance data supporting the fuel adjustment( 

3 

4 A . Yes I do. (Have identified as Exhibit GAK·3). 

5 

6 Q. Briefly describe this exhibit. 

7 

8 A . 'Ihis exhibit c:a:lSists of 23 pages. nlis data is ~ Bl<!Ctric 

9 Ca!pany's estinate of the Unit Perfomance Data and Unit Outage 

10 Data for t.he OCtober 1996 • Milrch 1997 period. 

11 

12 Q. 

13 

Does this conclude your testimony? 

14 A. Yes. 

20 



l 
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3 

4 

5 

6 Q . 

7 

8 A. 

1 3 1 

DOCKET NO . 960001-BI 
TAXPA ELECTRIC COXPAN"l 
~TTZD iOR ~ILINQ 06/24/96 

BBFORB TBB FLORIDA PUBLIC SERVICB C~SSION 

PRBPARBD DIRECT TBSTIHONY 

OP 

WILLIAM N. CANTRELL 

Ploaee etate your name, a~~ress and occu~ation. 

My name is l'(il.liam N. Cantrell. My mailing address is P.O. 

9 Box 111, Tampa, Florida 33601, and my business address is 

10 6820 South Tamiami Trail, North Ruskin, Florida 33570. I 

11 am Vice Preaident·Bnergy Supply ot Tampa Electric Company. 

12 

13 Q . Please furnish a brief outline of your educational 

14 background and business experience. 

15 

16 A. I was educated in the public schools ot Tampa, Florida and 

17 received a Bachelor of Science degree in Electrical 

18 Engineering from the Georgia Institute of Technology in 

19 1974. I am a registered Professional Engir.eer licenserl in 

20 the State of Florida. I also received a Master ot Business 

21 Administration degree in 1979 from the University of Tampa. 

22 I have been employed at Tampa El~ctric Company since June 

23 1975. Since that time, I have served as Manager of 

24 Generation Planning, Assistant Director, Budgets and 

25 Director of Fuels. In 1987, I was elected Vice President 



' 1 .s 2 

1 of the company. In 1994, I waR elected to my current 

2 position as Vice President-Energy Supply. 

3 

4 Q. 

5 

6 

7 A. 

8 

9 

Will you describe some of the responsibilities of your 

present position? 

As Vice President - Bnergy Supply, I am responsible for the 

engineering, operation, maintenance, and construction of 

the power production facilities including safety of 

10 personnel and equipment, security, training, control of 

11 costs, and various personnel and administrative functions. 

12 I am also responsible for environmental ma~ters and fuel 

13 procurement. 

l4 

15 

16 Q. 

17 

18 A. 

19 

20 

21 

22 

Please state the purpose of your testimony. 

The purpose of my testimony is to report to the Commission 

the actual 1995 costs of Tampa Electric's affiliated coal 

and coal transportation transactions compared to the 

b~nchmark prices calculated in accordance with Order No. 

20298 (coal transportation) and Order No. PSC-93·0443-FOF-

23 EI ("OrdP.r No. 93-0443") (coal). I conclude that the 1995 

24 prices paid by Tampa Electric to its affiliates TECO 

25 Transport and Trade Company and Gatliff Coal are reas~nable 

2 



1 3 3 

1 and prudent. 

2 

3 Q. 

4 

5 

6 A. 

Have you prepared an exhibit which you sponsor in thl.S 

proceecling? 

Yes . Exhibit No. (W'NC·l) titled "Exhibit of Willi.:tm N. 

7 Cantrell", consisting of 2 documents, was pr epared under my 

8 direction aud supervision. 

9 

10 

11 

12 Q. 

13 

14 

15 A. 

1.6 

17 

18 Q . 

19 

20 

21 A.. 

22 

23 

24 Q. 

25 

AJ'PILUTBD COAL AND COAL TJWlSPOiTA'fiON PRICES 

Were Tampa Electric ' s actual affiliated cqal transportation 

prices for 1995 at or below the transportation benchmark? 

Yes, they were. This is reflected in Document No. 1 of my 

exhibit. 

Were Tampa Electric's actual 1995 affiliated coal pricos at 

or below tbe benchmark as established in Order No. 93·0443? 

Yes, they were. This is reflected in Document No. 2 of my 

exhibit. 

Please summarize your testimony. 

3 



1 A. 

2 

3 

1 3 4 

My testimony justifies the prices paid !or coal and coal 

transportation by Tampa Blectric Company in 1995 t o its 

a!tiliated suppliers, Gatlift coal and TECO Tranapnrt nud · 

4 Trade. I demonstrate that the average prices for the year 

5 1995 tor all coal and coal waterborne transportation 

6 services were at or below the appropriate benchmark 

7 calculations as directed by Order No. 20298 and Order No . 

8 93-0443 of this Commission. There forA, Tampa Electric 

9 should recover its payments tor coal and coa~ 

10 transportation made during 1995. 

11 

12 Q . 

13 

14 .A. 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Does this conclude your testimony? 

Yes, it does. 

4 



1 COMMISSIONER DEASON: Now, that leaves 

2 witnesses that will be ~ppear i ng for Florida Power & 

3 Light, Florida Power Corporation, TECO and Public 

4 counsel ' s Oftico; is that correct? 

5 

6 

HS . JOHNSON : That ' s correct . 

COMMISSIONER DEASON! I assume, then, that 

7 we will just proceed with the first scheduled witness, 

8 which would be Witness Silva, appearing Cor Florida 

9 Power & Light . 

10 MS. JOHNSON: Commissioner Deason, before we 

11 do that, I just wanted to point out the remaining 

12 issues . The r emaining issues are Issues 3, 4, 5 and 

13 7 , which are generic issues for Florida Power~ Light 

14 only. Issue 9 is a generic issue, 11a, 11h, 23a, and 

15 24a for Florida Power & Light, and also to note that 

16 Issues 3, 4, 5, 7 and 23a are fallout i~sues . 

17 COMMISSIONER DEASON: Could you go through 

18 that listing of issues again , please? 

19 MS. JOHNSON : Yes . Issue J for Florida 

20 Power & Light, 4 for Florida Power & Light, 5 for 

21 Florida Power & Light, 7 for Florida Pow~r & Light, 

22 and those are all fallout issues . 

23 Issue 9; Issue lla is a Florida Power & 

24 Light Company specific issue, as well as Issue l1b; 

25 Issue 2Ja for Ylorida Power & Light, and it ' s a 

135 



1 fallout issue; and Issue 24a, which is a 

2 company-specific issue for Florida Power & Light . 

3 Given that, Issues 3 lhrough 7 are all 

4 f allout issues, Staff would recommend beginning with 

5 Issue 9 and the testimony relating to this issue. 

6 CO~SSIONER DEASON: Mr. Childs, which 

7 witness is appearing today to addrc~s Issue 9? 

a HR. CHILDS: Floridd Power & Light does not 

9 have a witness on that issue. 

10 COKM~SSIONEB DEASON: So, Staff , it ' s your 

11 i ntent, then, to go instead of by witness order, go by 

12 issue order? 

13 MS. JOHNSON : I think that would make it a 

14 little bit clearer for the Commissioners, the pdnel, 

15 if we did it by issue number. 

16 

17 parties? 

18 

19 

COKH~SSIONER DEASON: Any objection by the 

MR. HOWE: No. 

COMM~SSIONER DEASON: Who is the first 

20 scheduled witness, then, to address Issue 9? 

21 MR. McGEE: I think that would be 

22 Mr. Wieland, Florida Power ' s witness . 

23 

24 

MS. JOHNSON: That ' s correct. 

COMMISSIONER DEASON: Now, this issue is the 

25 issue that's being raised by Public counsel's Office? 
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1 

2 

MR. ROWE: That ' s correct. 

cOKM:ISSIONlm DEASON: Very w~ll. 

3 Mr. Wieland. 

4 HR . McGEB: I don ' t think he has been sworn 

5 yet, Commissioner. 

6 COMMISSIONER DEASON: I ' m going to ask all 

7 witnesses who are i n the hearing room at this t1me who 

8 will be t aking the stand and t estifying to please 

9 stand and raise your right hand. 

10 (Witnesses collectively sworn.) 

11 - - -

12 KARL H. WIELAND 

13 was called as a witness on behalf of Florida Power 

14 Corporation and, having been duly sworn , testified as 

15 follows : 

16 DIRECT EXAMINATION 

17 BY HR. McGEE : 

18 Q Would you give us your nume and business 

19 address for the record, please? 

20 A I'm Karl H. Wieland. I'm with Florida Power 

21 Corporat~on . My business address is 14042, Post 

22 Office Box 14~42. st . Petersburg, Florida, 33733 . 

23 Q Mr. Wieland, do you have before you a 

24 document entitled "Revised Direct Testimony and 

25 Exhibits of Karl H. Wieland, " dated July 1st, 1996? 
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1 A Yes, I do. 

2 Q And was that testimony prepared by you or 

3 under your direct superv 5.s ion and control as your 

4 testimony for this proceeding today? 

5 A Yes, it was. 

6 Q Do you have any additions or corrections 

7 that you need to make to that testimony? 

8 A No, I don't. 

9 Q And if you were asked the questions thnt 

10 contained in there, would your answers be the same 

11 today? 

12 

13 

A Yes , they would. 

MR . HoGEE: Mr. Chairman, we ask that 

are 

14 Mr. Wieland's prepared testimony be in~erted into the 

15 r ecord as though read. 

16 COMMISSIONER DEASON: Without objection, it 

17 will be so inserted. 

18 

19 

20 

21 

22 

23 

24 

25 



a. 
2 A. 

3 

4 

6 a. 
0 A. 

7 

8 

8 a. 
10 

11 

FLORIDA POWER CORPORATION 
DOCKET NO. 960001 -EI 

levellzed Fuel and Capacity Cost Factors 
October 19961flrough March 1997 

REVISED 

DIRECT TESTIMONY OF 

KARL H. WIELAND 

Please state your name and business address. 

1 3 9 

My name is Karl H. Wieland. My business address is Post Office Box 

14042, St. Petersburg, Florida 33733. 

By whom are you employed and In what capacity? 

I am employed by Florida Power Corporation as Director of Business 

Planning. 

Have the duties and responsibilities of your position with the 

Company remained the same since you last testified In this 

proceeding? 

12 A. Yes. 

13 

14 a. What Ia the purpose of your testimony? 

111 A. The purpose of my testimony is to present for Commission approval 

10 the Company's leveli7.ed fuel and capacity cost factors for the period 

, of October 1 996 through March 1997. 



a. 
2 A. 

3 

4 

& 

e 

7 

8 

0 

10 

" a. 
12 

13 A. 

14 

1& 

18 

17 

18 

19 

20 

21 

22 

2~ 

24 

2& 

Oo you have an exhibit to your testimony1 

1 4 0 

Revised 6/27/96 

Yes. I have prepared an exhibit attached to my prepared testimony 

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

requirements for these proceedings, Schedules E 1 through E 10 and 

H1 , which contain tho Company's levellzed fuel cost factors and the 

supporting data. Parts A through C contain the assumptions which 

support me Company's cost projections, Pan D contains the 

Company's capacity cost recovery factors and supporting data. 

FUEL COST RECOVERY 

Please deacrlbe the levellzed fuel cost factors calculated by the 

Company for the upcoming projection period. 

Schedule E1, page 1 of the "E" Schedules in my exhibit, shows the 

calculation of the Company's basic fuel cost factor of 2.064 ¢/kWh 

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

for the projection period of 1. 7165 ¢/kWh (adjusted for jurisdictional 

losses). a GPIF reward of 0.0105 ¢/kWh, a coal market price true·up 

credit of 0.0016 ¢/kWh and an estimated prior period true-up charge 

of 0.3281 ¢/kWh. 

Utilizing this basic factor, Schedule E1-D shows the calculation and 

supporting data for the Company's levellzed fuel cost factors for 

secondary, primary, and t.ransmission metering tariffs. To accomplish 

this calculation, effective jurisdictional salos at tho secondary level 

are calculated by applying 1% and 2% metering reduction factors to 

. 2 . 



2 

3 

• 
Itt 

e 

7 

8 

• 
10 

II 

12 a. 
13 A. 

,. 
If> 

Ill 

17 

" a. 

20 A. 

1 4 1 

Revised 6/27/96 

primary and transmission sales (forecasted at motor level). Th1s IS 

consistent with tho methodo!ogy being used in tho development of 

the capacity cost recovery factors. 

Schedule E 1 -E develops the TOU fac tors 1. 181 ¢/kWh On-peak and 

0.926 ¢/kWh Off-peak. The levelized fuel cost factors (by metering 

voltage) are then multiplied by the TOU fectors, which results in the 

final fuel factors to be appl!ed to customer bills dunng tho projection 

period. The final fuel cost factor for residential service is 2.058 

¢/kWh. 

What Ia Included In Schedule E1 ,line 4, "Adjuttmonta to Fuel Coat"? 

Line 4 shows costs for the conversion of four Intercession City 

combustion turbine units to burn natural gas instead of 1lstillate fuel 

oil, and an annual payment to tho Department of Energy for the 

decommissioning and decontamination of their enrichment facilities. 

What Is included In Schedule E1. line 6. "Energy Cost of Purchas~d 

Line 6 includes energy costs for the purchase of 50 MWs from 

21 Tampa Electric Company and the purchase of 409 MWs under a Unit 

22 Power Sales (UPS) ogreemontt with tho Southern Company. Capacity 

23 costs for these purchases are included in tho capacity cost recovery 

2• factor. Both of those contracts have boon In placo and have been 

25 approved for cost recovery by the Commission. 

- 3 . 
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14 
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17 

18 

10 

20 

21 

22 
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a. 

A. 

a. 

A. 

1 4 2 

What is Included In Schedule E1, line 8, ·energy Cost of Economy 

Purchases (Non·Broker)"7 

Line 8 includes energy costs f01 purchases from Seminole Electric 

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

purchases fr(\m the Southeast Electric Power Agoncy (SEPAl, and 

miscellaneous economy purchases from within or outside the state 

which are not made through the Florida Broker Sy~tem. The SECI 

contract is an ongoing contrcct under which tho Company purchases 

energy from SECI at 95% of its avoided fuel cost. Purchases from 

SEPA are on an as-available basis. There aro no capacity payments 

associated with either of these purchases. Other purchases may 

have non-fuel charges, but since such purchases are made only If the 

total cost of tho purchase is lower than tho Company's cost to 

generate the energy, It Is appropriate to recover the associated non­

fuel costs through the fuel adjustment clause rather than the capac1ty 

cost recovery factor. 

Please explain the entry on Schedulo E 1 , line 1 7, • Fuol Coat of 

Stratified Sales. • 

The Company has a wholosalo contract with Seminole for the sale of 

supplemental energy to supply the portion of their load In excess of 

689 MW. The fuel costs charged to Seminole for these s•Jpplemental 

sales are calculated on a "stratified• basis, in o manner wh1ch 

recovers the hlghor cost of intermediate/peaking generation used to 

provide tho enorgy. Tho Company also has wholesale contracts with 

. 4 . 



1 4 3 

Georgia Power Company and tho municipal utihllos of K1ssimmee and 

2 St. Cloud under wh1ch fuel costs are charged in a s1milar manner. 

3 Unlike Interchange sales, the fuel costs of wholesale sales are 

~ normally Included In tho total cost of fuel and not power transactions 

s used to calculat~ the average system cost por kWh for fuel 

o adjustment purposes. However, since the fuel costs of the Strailtied 

1 sales are not recovered on an average cost bacls, an adjustment has 

• '>een made to remove these costs and the related kWh sales from the 

u fuel adjustment calculation in the same manner that interchange sales 

10 are removed from the calculation. This adjustment Is necessary to 

11 avoid an over-recovery by the Company which would result from tho 

u treatment of these fuol costs on an average cost basis In this 

13 proceeding, while actually recovering the costs from these customers 

1~ 

1& 

10 

17 Q. 

18 

Ill A. 

20 

21 

2l 

23 

on a higher, strat1fied cost basis. TI-e development of this 

adjustment is shown on Schedule E6. 

How was the estimated true-up shown on line 28 of Schedule E1 

developed? 

The total true-up amount was determined in two parts. t-irst, a 

period-to-date actual under-recovery of $60,552,886 through May 

1996 was obtained from the Company's Operaung Report. This 

balance was projected to the end of September 1996, including 

interest estimated ot the May ending rate of 0.45% per month. Tho 

projection assumes that the Commission approves the Company's 

petition for mid-course correction, with revised rotos 1n effect for July 

- 5. 
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18 

Ill 

20 

21 

22 

23 

24 

25 
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A. 

a. 

A. 

1 4 4 
Revised 6/27/96 

through September. The development of tho ostrmated true·up 

amount for the current April through September 1 996 period is 

shown on Schedule E1 8, Sheet 1. Second, tho total estimated 

under·rocovery of $22,768,661 for tho current period was combined 

with the prior period (October 1 996 through March 1 9961 under· 

recovery of $29,993,960 and $5,916,936 bolng collected during the 

current period for a total under-recovery of $46,846,686 at the end 

of September 1996. This results in an ostlmatod true up charge on 

fine 28 of Schedule E1 (Basic) of 0.3281 Cfi'Wh for application in the 

October 1996 through March 1 997 projoc tion ponod. 

What are tho primary reasons for the projected September 1 996 

under-recovery of $46.8 million? 

Tho $30.0 million actual under-recovery for tho period ending March 

1996 being rolled forward into the current period, the longer than 

anticipated nuclear outage, and higher than projected oil prices wore 

the primary factors contributing to the $46.8 million under-recovery 

in September. 

How was the mertcet price true-up for Powell Mountain coal 

purchases calculated? 

The calculation was performed in accordance with the market pricing 

methodology approved by the Commission for Powell Mountain coal 

purchases In Docket No. 860001 ·EI-G ano has boon modo available 

for Staff review. The true-up is based on the difforonco botweon the 

. 6 . 
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12 

13 

14 

15 

HI 

17 

18 

111 

20 

21 

22 

23 

2.4 

a. 

A. 

1 4 5 

previously recovered cost of Powell Mountain coal purchases during 

1995, and a calculated cost using the market price mdex for 

compliance coal in BOM District 8 for 1995, as adopted In Order No. 

22401. Tho true-up amount of $236,010 also Includes Interest 

through May 1996. 

Please explain the procedure for forecasting the unit cost of nuclear 

fuel. 

The cost per million BTU of the nuclear fuel which will be in the 

reactor during the projection period (primarily Cycle 11) was 

developed from the projected cost of fuel added during the current 

period's refueling outage and the unamortized Investment cost of the 

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

11 consists of several "batches· of fuel assemblies whh:h are 

separately accounted for throughout their lifo in several fuel cycles. 

The cost for each batch Is determined from the actual cost incurred 

by the Company, which Is audited and reviewed by the Commission's 

fie ld auditors. The expected available energy from each batch over 

its life is developed from an evaluation of various fuel management 

schemes and estimated fuel cycle lengths. From this informa:-:::>n, a 

cost per unit of energy (cents per million BTU) Is calculated for each 

batch. However, s1nco the rate of energy consumption IS not uniform 

among the Individual fuel assemblies and batches within the reactor 

core, an estimate of consumption within each batch must be made 

. 7 . 
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1 4 6 

to prope:ly weigh the batch unit costs In calculating a composite unit 

cost for the overall fuel cycle. 

How was the rate of energy consumption for each batch within Cycle 

11 estimated for the upcoming projection period? 

The consumption rate of each batch has been estimated by utilizing 

a core physics computer program which simulates reactor operations 

over the projection period. WhGn this consumpt ion pattern i:; applied 

to the individual batch costs, the resultant composite CyciG 1 1 is 

$0.33 per million BTU. 

Would you give a brief overview of the procedure used in developing 

the projected fuel cost data from which the Company's basic fuel 

coat recovery factor was calculated? 

Yes. The process begins with the fuel price forecast and the ~ystom 

sales forecast. These forecasts are input into PROMOD. along with 

purchased power information, generating unit operating 

characteristics. maintenance schedules. and other pertinent data. 

PRO MOD then computes system fuel consumption, replacement fuel 

costs, and energy purchases and costs. This data is input Into a fuel 

inventory model, which calculates average inventory fuel costs. This 

Information Is the basis for the calculation of the Company's Ieveii zed 

fuel cost factors and supportJng schedules. 

What is the source of the ayatem sales forecast? 

- 8 -
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The system sales forecast is made by the Forecastmg section of the 

Business Planning Department usmg the most recently available data. 

The forecast usod for this projection period was prepared in Juno 

1995. 

Ia the methodology used to produce the sales forecast for this 

projection period the same as rrevlously used by the Company in 

these proceedings? 

The methodology employed to produce the forecast for the prnjection 

period is the same as used In tho Company's most recent filings, and 

was developed with a hybrid econometric/end-use forecasting model. 

The forecast assumpt1ons are shown In Part A of my exhibit. 

What Is the source of the Company's fuel price forecast? 

The fuel price forecast was made by the Fuel and Special Projects 

Department based on forecast assumptions for residual oil, #2 fuel 

oil, natural gas, and coal. The assumptions for the projection period 

are shown In Part B of my exhibit. The forecasted prices for each 

fuel type are shown In Part C. 

CAPACITY COST RECOVERY 

How was the Capacity Coat Recovery factor developed? 

The calculation of tho capacity cost recovery factor (CCRF) is shown 

In Part D of my oxhlblt. The factor allocates capacity costs to rato 

classes in tho same manner that they would be allocated If they were 

- 9 . 
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recovered in bose rates. A brtef explanation of tho schedules in the 

2 exhibit follows. 

4 Sheet 1: Protected Capacity Payments. This schedule contains 

s system capacity payments for UPS, TECO and OF purchases. The 

e retail portion of the capacity payments are calculated using separation 

1 factors consistent with the Company's rate case filing. The 

e estimated jurisdictional recoverable capacity paymerts for the 

., October 1996 through March 1997 period are $131,182.318. 

10 

• 1 Sheet 2: Estimated/Actual True-Up. This schedule presents the 

12 actual ending true-up balance after two months of tho current period 

11 and re-forecasl$ the over/(underl recovery balances for the next four 

1• months to obtain an ending balance for \he current period. This 

•& estimated/actual balance of $10,754, 129 Is then earned forward to 

111 Sheet 1, to be refunded durinQ the October 1996 through March 

n 1997 period. 

18 

111 Sheet 3: Development of Jurisdjctjooal Loss Multipliers: The samo 

20 delivery etficienclos and loss multipliers as presented on Schedule E1 -

21 F. 

22 

23 Sheet 4: Calculation of 12 CP and Annual Ayerage Demand. The 

2• calculation of average 1 2 CP and annual avarogo demand Is bosod on 

20 1994 load research data and the delivery efficiencies on Sheet 3 . 

• 10 • 
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Sheet 5: Calculation of Capacity Cost Rocoyery EactOfi. The total 

2 demand al!ocators 10 column 171 are computed by adding 1 2/1 3 of 

3 the 12 CP demand allocators to 1/13 of the annual average demand 

4 allocators. The CCRE for each secondary delivery rato class In cents 

& per kWh Is the product of total jurisdictional capacity costs (Including 

o revenue taxes) from Shoat 1, times tho class demand allocation 

1 factor, divided by projected effective sales at the secondary level. 

• The CCRE for primary and transmisa•on rate classes reflect tho 

e application of metering reduction factors of 1% and 2% from the 

10 secondary CCRE. 

1 1 

12 a. Please discuss the Increase In jurisdictional capacity payments 

u compared to the prior ahc· month period. 

1" A. 

1& 

The increase in capacity payments from $1 '26. 1 million in the Apnl 

through September 1996 period to $131.2 million for the October 

•o 1996 through March 1997 period is primarily due to the escalation 

11 provisions in the contracts which take effect In January of each year. 

18 

'' GENERIC ISSUl: 

zo a. At the last fuel aujustment proceeding an laaue regarding the 

2 1 appropriate use of average fuel costs for cost recovery purposes was 

22 raised and deferred to this proceeding. What Is Aorida Power's 

23 position on the use of average coat fuel prlclng7 

z• A. As a general rule, Florida Power believes that any sale, olther retail or 

2& wholesale, should be priced at the average cost of the generation 

• 11 . 
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resc.urces used to make the sale. In other words. sales from a 

utility' s system should be based on system average fuel costs, and 

sales from a single generating unit (o.g., a Unit Power Sales 

arrangement) or from a combination of units (e.g., a "stratified" sales 

arrangement) should be based on the average cost of tho particular 

unit or units involved w1th the sale. Following this approach will 

ensure that retail customers do not subsidize wholosalo saltls. Should 

a utility chooso to price Its product in the wholesale markets in a 

manner that recovers less than the average cost of the sale, the 

Commission should still allocate costs to that salo on an average cost 

basis. 

Are there exceptions to thla general rulo of average coat pricing l 

Yes. Average cost pricing should not bo apJ.~Iied to sales made for 

economy purposes, I.e., sales made to more efficiently utilize existing 

capacity. Sales of economy energy, such as sales on the broker 

system, have always been and should continuo to be made at 

Incremental rather than average cost in order to gain economic 

efficiency and maximize use of existing resources. In order to 

eliminate d1scrim~natory pncing and reduce the risk of increasing cost 

for retail ratepayers, Florida Power restricts tho use of Incremental 

cost pric~ng , when below average cost, to sales that meet the 

following crite11a· 

1. Short term (less than one year) non-firm sales. 

. 12 . 



2 

3 

4 

5 

0 

7 

8 

9 

10 

II 

12 

13 

14 

15 

111 

17 

18 

18 

2.0 

21 

22 

23 

24 

2e 

Q. 

A. 

1 5 1 

2. Firm sales from exl!.tlng reserves which do not commit the 

Company to construct or purchase additional capacity. 

3. Sales that are made from the system and for which resources 

are not subject to jurisdictional separation. 

4. Sales for which all revenues (fuel as well as non-fuel) are 

credited back to the retail customers. Consideration of 

incentive compensation (such as the 80/20 sharing of profits 

from broker sales) is a separate Issue and should be used 

when appropriate. 

There may be other valid applications of incremental pricing. such as 

economic development rates which may be desirable from a retail 

ratepayer perspective, but such applications should be made on a 

.::ase-by-case basis with specific approval by the Commission. 

Would you please summarize Florida Power's position on this Issue? 

E"cept In the case of economy sales, Florida Power believes that 

there should be consistency In cost allocation between retail and 

wholesale sales. Allocation for both fuel and non-fuel costs should 

continue to be on an average, embedded cost basis, applied to the 

generation resources from which sales are made. Incremental pricing 

should be allowed for the specific types of wholesale sales listecl 

above, as long as all revenues from these sales (less Incentives if 

appropriate) are credited back to retail ratepayers. Such practice will 

ensure that retail customers are not charged fuel costs which excesd 

the average cost of generation out of any of Its units. 

- 13 -



• 5 2 

0 . Does this conclude your testimony7 

2 A. Yes. 

. , 4 . 



1 KR . McGEE: Commissioners, Mr . Wieland's 

2 testimony has been stipulated on all issues except for 

3 Issue 9, so what I would propose to do is to ask him 

4 to give a summary of his testimony on thal issue ; ~nd 

5 that portion of his testimony begins towards the 

6 bottom of Page 11 on Line 20, and goes through the end 

7 of his testi~ony. 

8 Q (By Mr . McGe e ) So if that's acceptable, 

9 Mr . Wieland, I would ask you to give a summary of 

10 Florida Power ' s position as it relates to Issue 9 . 

11 A sure. Commissioners, let me start by saying 

12 that this is an issue that arose largely because of 

13 the c ompetition that's going on i n the wholesale 

14 markets . 

15 In the markets today there ' s a lot of power 

16 being sold at cost or quite often below a utility ' s 

17 average embedded cost. Because of that, if a utility 

18 is going to compete in those markets ei thcr bi' trying 

19 to gain additional customers or by -- keep from losing 

20 ones that they're currently serving, they reel a lot 

21 of pressure to sell power at prices below average 

22 cost. And what that situation docs is it putu tho 

23 economic principles of incremental pricing squarely at 

24 odds with the r~gulatory principle of average embedded 

25 cost pricing. 
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1 Now, this Commission in the past has 

2 recognized that pricing certain off-system wholes~lo 

3 sales at incremental cost has a lot of benefits. The 

4 best example I can give you is the Florida broker 

5 system. It's based purely on short-term incremental 

6 fuel cost, and it ' s workod extremely well for all of 

7 our customers. I don't think anyone hero would 

8 sugge~t that this practice should e nd. 

9 Ratl.er, I think' the issue here is to what 

10 extent a utility should extend those kinds of pricing 

11 principles to other kinds of sales, including sales 

12 that are long-term in nature, that are firm, which are 

13 substantially different than the broker system. 

14 And, furthermore, the issues shculd -- as I 

15 understand it, the issues should -- utilities, if they 

16 do discount the fuel, should they be able to 

17 automatically collect that difference to th~ fuel 

18 clause. 

19 The position that Florida Power has taken on 

20 that issue really refloctc a practice that wc•ro 

~1 currently Lollowing, and I've outlined that in my 

22 testimony. We think it's a practice that, first of 

7.3 all, we follow it both with this Commission as well as 

24 with tho FERC. We think it's a good practice. It 

7.5 protects tho retail ratepayer. But we do not claim 
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1 that that is absolutely the only method that works or 

2 makes economic sense . 

3 I don't know that there is ultimately a 

4 right answer. I think much of it boils down to 

5 philosophy. What we ore asking this Commission to do 

6 is to give us some policy guidance on how those kind 

7 of sales can and should be structured and what the 

8 recovery of those discouncs is. 

9 Ultimately, if this Commissi0n allows sales 

10 to be made at incremental costs -- or at below average 

ll costs, I should say -- for a wider variety of sales, 

12 then I think all utilities s hould be allowed to engage 

l3 in that practice . Because what we find ourselves in 

14 is in a peculiar situation to where ~lorida Power may 

15 go to the very same customer that another utility is 

16 approaching. We feel oblig~d to go with average 

17 embedded cost pr:cing. Another utility says, no, 

18 incremental pricing is the way to go. And I think 

19 ultimately that doesn't lead to a proper outcome Cor 

20 the utilities as a whole. 

2J So what we're looking for is for tho 

22 Commission to consider this issue and really to make 

23 policy stat~monts as to how those kinds o! sales and 

24 what type of sales should bo priced at something other 

25 than tho average cost. That summarizes my testimony. 
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l HR. KoGt:t: : We tender Mr. Hi eland for cro~1s. 

2 COMMISSIONER DEASON : Questions for 

3 Mr. Wieland? Any of the utilities? Mr. Hart? 

4 MR. BART: We have some questions, but we 

5 would suggest, if it's appropriate, that Public 

6 Counsel go first since they agree with this witneas, 

7 that they may conduct the, perhaps, friendly cross 

a examination first . 

9 

10 

COMMISSIONER DEASON: Mr. Howe . 

HR. HOWE: Yes, sir. 

11 CROSS EXAMINATION 

12 BY MR . HOWE: 

l3 Q Mr. Wieland, what would the of!ect be on 

14 Florida Power corporation's retail customers if 

15 Florida Power Corporation were to charge its long-term 

16 firm wholesale customers less than average fuel costs? 

17 A Well, I think if you are to charge purely 

18 short-term incremental costs, which we do on the 

19 broker, for example, and you charge that for a 

20 long-term firm customer, you may wind up harming the 

21 retail ratepeyors solely by tho fact th.1t you may 

22 have -- you may incur some long-term obligations for 

23 that customer that have a cost higher than your 

24 short-term incremental. 

25 considering the manner in which tho 
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1 Commission calculates the retail fuel cost recovery, 

2 would a -- if Florida Power Corporation were to charge 

3 less than average fuel costs to a long-term wholesale 

4 customer, would that increase the fuel cost cr the 

5 fuel adjustment charge to the retail customer? 

6 Yes, I think it would. 

7 Q Can you s tate what would Florida Power 

8 Corporation do in tho future if this Commission 

9 permits the charging o( less than average fuel costs 

10 to wholesale customers to increase the cost 

11 responsibility of the retail jurisdiction? 

12 A Well, since we compete in the wholesale 

13 markets as well -- in fact, we have a fairly 

14 substantial wholesale business - - I think we would in 

15 essence play by the same rules. I mean, that's really 

16 what we're asking Cor is to have a level playing 

17 field, and we would engage in exactly the same pricing 

18 practices. 

19 Q Does Florida Power corporation have any 

20 current customers or potential future customers, 

21 wholesale customers, that could be cons idered 

22 incremental customers? 

23 At this stage, Mr. Howe, I would argue that 

24 perhaps all of our wholesale customers could be 

25 considered incremental. Most of them have very short 



1 exi~ times; in other words, times that they can leave 

2 our business . 

3 I mean, the best example I can give you is 

4 as e verybody, I think, here is aware, Seminole, whi c h 

5 is a large customer of ours, just wont out for a 

6 request tor proposal for 1,000 megawatts . And while 

7 we don ' t know whether that'o all Florida Power 

8 business, because FPJ. has some witnesses -- has some 

9 business there as well, we certainly think that we are 

10 at risk for a large portion of that. 

11 We have historically lost a number of 

12 wholesale munic ipalities, and Dost of the others as 

13 their contracts expire, so opt to go out for 

14 requests for proposals, to s hop ar~und. So, I mean, 

15 in a sense, maybe r•ot t his very moment, but over the 

. 6 period of the next few years I would argue that 

17 virtually all of our wholesale business is at risk. 

18 MR . HOWE: I have no further ques tions. 

19 

20 

21 

22 

23 

24 

25 

COMMISSIONER DEASON: Ms . Kaufman? 

MS. KAUFMAN: I have no questions. 

COM.KISSIONER DEASON: Mr . Hart? 

158 



1 CROSS EXAMINATION 

2 BY HR. HART: 

J Hr. Wieland, your testimony and the issue 

4 here is stated with regard to the cost recovery in the 

5 fuel clause, whether there should -- I interpreted it 

6 to be whether there should be some additional credit 

7 to the fuel cost !or the difference betwo1n 

8 incremental and average cost. Is that your position? 

9 A Our position is essentially this: I think 

10 the retail Commission assigns costs to the wholesale 

11 business. It doec not necessarily determine how a 

12 particular utility prices that product, but if -- what 

1J we ' re -- what our position is, and, in (act, what we 

14 do !or anything that we have a con~ract Cor that's in 

15 excess of one year, through separation studies we 

16 separate out the average cost for the nonfuel 

17 elements, and for the fuel purpose we also separate 

18 out or assign average fuel costs . 

19 Now, once that assignment is made, what a 

20 utility actually sells the product 1or, whether they 

21 want to d~scount fuel or d1scount capacity, I don't 

22 think really matters, because at that point the retail 

23 customer hau boon protected . 

24 Q Well, in your testimony, though, in response 

25 to Public Counsel and in yo•1r summary, I understood 
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1 you to say that such sales should not be made or 

2 allowed. 

3 A No. I don ' t -- no. If I said that, I 

4 certainly didn't mean to. What I'm really saying is 

5 that a utility can make sales at whatever price they 

6 want to. I think it's -- what the issue is, what 

7 costs does this Commission assign to those sales and 

8 do they automatically get to recover any discounts for 

9 the fuel clause. 

10 So then the issue that you're addressing is 

ll the cost recovery of the fuel clause, not the prudence 

12 of whether or not it's in the best interest of the 

13 company to make such sales? 

~4 

15 

That ' s right. 

Now, you would agree, would you not, that 

16 if -- I know we can discuss what n~t benefits means 

17 but if a sale produces net benefits to a company and 

18 incremental fuel pricing is required to get those 

19 benefits, it would be, in fact, imprudent on the 

20 company's behalf not to make such a sale, would it 

21 not? 

22 A Yes, although I would make very certain that 

23 your benefits ~o indeed accrue to the ratepayers . 

24 Q Yes. But it ' s the existence of benefits 3nd 

::>5 tho regulatory treutmoht that's the issue, not whether 
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1 or not the sale should be made? 

2 

3 

;. 

Q 

Yes. 

And you would agree, would you not, that in 

4 determining whether or not a sale is appropriate, that 

5 you would have to look at the total transaction, not 

6 just the fuel piece? 

7 Well, there are two issues, I think. I 

8 meftn, first of all there is the banic principle of 

9 average embedded cost pricing. 

10 If a utility chooses not to follow that, 

11 then I think the first question the Commission has to 

12 ask itself, should we still assign an average embedded 

13 cost, both of f uel and non fuel; and then the --

14 whatever difference there is in that cost versus what 

15 the utility charges becomes the utility's problem. 

16 Now, if you go beyond that ar.d say, woll, 

17 we'd like to really adopt eeono~ic pricing, or 

18 incremental pricing, then I thirk there is a 

19 demonstration that perhaps needs to be made to the 

20 Commission that says, yes, in this particular 

21 instance, that may provide some benefits to tho retail 

22 ratepayers as a whole, and, therefore, that practice 

23 may be adopted. 

24 That I oee more of a case-by-case analysis 

25 and demonstration, rather than just a general 
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1 statement by the Commission, and I thJnk tnat's really 

2 been my position and testimony is that as a general 

3 rule, we ought to follow average cost allocation. 

4 If there's an exception to that, and jt 

5 makes economic sense and it ' s demonstrated that it 

6 makes economic sense, then certainly I think it would 

7 be in the best interest$ o! everybody to do, quote, 

8 the right thing. 

9 My quastion is a little bit simpler than 

10 that, and it was just simply that in order to 

11 determine whether or not a transaction is beneficial, 

12 you would have to look at more than just the fuel 

13 element. xou would have to look at the total 

14 economics of the transaction in order to make the 

15 determination as to whether or not they're net 

16 benefits to anyone? 

17 

18 

19 

20 

21 

22 

23 

24 

Yes, you would. 

Q And so the cri teria that you've listed on 

Page 12 is not really the cri teri a for whether or not 

a sale should be made, but whether it should achieve 

certain regulatory treatment in the fuel clause; is 

that correct? 

Y~a. I think so . 

COMMISSIONER JOHNSON : Could you say that 

25 again? Could you repeat your question '? 
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1 MR. HA~T : The question was whethar or not 

2 his criteria on Page 12 and 13 of his testimony, 

3 whether that criteria was for whether or not a sale 

4 should be made or whether it was tho c riteria for the 

5 regulatory treatment ot such sales . 

6 COMMISSIONER JOHNSON: And yours was, it was 

7 for the regulatory treatment of such sales? 

8 WITNESS WIE~~DI Yes. I moan, I ' m still 

9 making a aifforence between costs that the Commission 

10 assigns to a sale, which I guess I would c .lll th~ 

11 regulatory treatment, vcrsuo tho price that a utility 

12 charges. Those don't necessari ly need to be the same 

13 thing. 

14 Q (By Mr . Hart) Now , you h~ve wholesale 

15 sales, don't you? 

16 

17 

Yes, we do . 

Do you have any that don't fall under your 

18 c riteria for being exempted from review? 

19 ~ Not to my knowledge. 

:20 Q So your position is thnt incremental pricinq 

:21 aP. a matter of principle works, and you've set up a 

:22 standard for regulatory review which exempts all of 

:23 your wholcsal& tranuactions from such review; is that 

:24 correct? 

25 I 'm not oure I followed that. Would it help 
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1 if I just told you what the practices that we 

2 follow -- I mean, it's really quite simple. In one 

3 sense what we're doing is any sale that is less thon 

4 one year in duration, return all of the revenues, 

5 capacity r evenues, and there's nonfuel revenues and 

6 fuel revenues, back to our customer through the fuel 

7 cost, the fuel or tho capacity cost recovery clause. 

8 So to that extent there's an incremental 

9 s ale, which we do at times, for those short-term 

10 sa les. Then the customer immediately gets all of the 

11 benefits. We have drawn the line that anything that's 

12 more than a year in duration is separated, and all of 

13 the separated sales right now we price out on an 

14 a verage cost basis . 

15 Q Well, in your criteria on the top of Page 

16 13 , firm sales from existi~g reserves which do not 

17 commit t he company to construct or purchase additional 

18 capacity don 't have a time requirement in them. Did 

19 you mean to include one? 

20 A No. The way that we view these four 

21 c~itoria is that really they all need to be met, not 

22 just one at a time. 

Q So the short-term, less than one yc~r, 

24 nonfirm sales didn't mean one year just for nonfirm 

25 sales? That one year was supposed to apply to 
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1 criteria No . 2, firm ~ales7 

2 Yes. I think perhaps if you look at the 

3 position we adopted, it may clear up, bocause I, quite 

4 frankly , when ~e reviewed that wording it seemed like 

5 it was a little bit overlapping . I think if you read 

6 the position that we've taken on that issue, that 

7 might clarify exactly how 1 and ~ relate to one 

8 another. 

9 But you do intend to hove a time limit on 

10 your criteria under both sales? 

11 A Yes . The criteria that wo follow is 

12 essentially that anything less than a year, we flow 

13 everything back through the pass-through clauses. 

14 Anything over a year at this stage ~e segreg~tc out, 

15 or we separate out and price everything at average. 

16 What we ' re saying and where No. 2 would 

l7 apply, that it we were to have a sale that perhaps 

18 went several years, and it were at below avorago cost, 

19 then our criteria would say, you givo all of the 

20 capacity and -- in other words, all o t the fuel and 

~~ nonf~el revenues back through the cost recovery clause 
• 

22 as well, rather than splitting them out. I think 

23 that's tho intent of the criteria. 

24 But in that analysis the criteria that 

25 really makes the di!!ercncc is whether or not the sale 



lH is separated, is it not? 

2 

J 

A 

Q 

Yes, I think it does. 

So, for example, you wouldn ' t think a 

4 transaction that had the same econon.ic benefits for 11 

5 months and one that had the samo bonofito for 14 

6 months should be treated differently, except for the 

7 fact that they're separated diffe~ently? 

8 A Well, what we would do today, if I 

911 understand your question right, is that if it ' s 11 

lOll months -- well, first of all, if it ' s at something 

11H other than average cost to begin with; okay. If it's 

1211 at 11 months, we would flow all of the revenues back. 

13~ If it ' s for lJ months, fo·r longer than a year, then we 

14H would separate it and then we would essentially keep 

1511 the capacity revenues, because they 've been separated, 

1611 and we would price -- at least as far as cost rt-covery 

1711 from this Commission goes, we would price it at 

18H average, and the one year is an arbitrary line . I 

19H mean, you ' d have -- you know, we felt we needed to 

2011 draw it somewhere, and there's nothing magic about 12 

21H months versus 11 or 13. That's ju.Jt decided where we 

22 would make a break . 

23 Q But the line is being drawn for the question 

2411 of determining separation? 

25 l\ Yes. 

" 
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1 Q And it ' s separation that determines how you 

2 think the fuel should be treated? 

3 A No; it's separation and how the fuel is 

4 priced. 

5 Well, if for some reason the Commission were 

6 to determine thr.t separation was not the issue or that 

7 separation was not an approprinte criteria, would you 

8 still think that it should be treated differently if 

9 it ' s nine months or 14 months? 

10 A Are you asking if the sale were not 

11 separated? 

12 Well, I ' m saying if the Commission were to 

13 decide that separation was not part of the criteria, 

.14 and so that the issue then was you had a sale, one is 

15 14 months and one is nine months, would you treat them 

16 differently in the fuel clause simply because one was 

17 more than a year and one was less than a year? 

18 A Well, I think that would depend on how it ' s 

.19 priced. 

20 Q Well, then both cases in my example they're 

21 priced at incremental fuel. 

22 A Okay. Well, if separation is an issue, then 

23 I think my argument would be that all of the revenues 

24 should flow back through the pass-through clauses . I 

25 mean, that's the practice that we•re following. 
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1 COMMISSIONER DEASON; Let me ask a 

2 clarifying question. It you have a contract which 

3 exceeds one year, \t is your practice to price that at 

4 average embedded fuel costs? 

5 

6 

WITNBSS WIELAND: Yes, sir . 

COMMISSIONER DEASON: You have no coutracts 

7 that are at some type of an incremental fuel cost 

8 basis which exceed onA year? 

9 WITNEOS WIELAND: When we filed with florlda 

10 Commission, I thir.k there is a statement that says if 

11 our cost, if our incremental cost were above 

12 average -- not below but above then we would charge 

l3 at the incremental system cost if it's higher than 

~4 average, but never below. 

15 So all of our wholesale fuel clauses are 

16 based on average cost, and ~he only incremental sales, 

17 the only things that we price at the increment are 

18 broker sales and very short term day-to-day, 

19 week-to-week type of sales; and all of the revenues 

20 from those sales are passed back to our customers 

21 thcough the fuel clauso. 

22 COMMISSIONER DEASON: Now, for the contractiS 

23 which exceed a year, ia there a soparation made, a 

24 jurisdictional separation made for the investment 

25 aspect of that transaction? 
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1 

2 

WITNESS WI ELAND: Yes . 

(By Hr. Hart) oo you havo any wholesale 

3 sales in which the i ncremental fuel cost is. in fact, 

4 below average? 

5 Are you talking about the price we charge, 

6 or the price we incur? 

7 

8 

Q 

~ 

The price you incur. 

It ' s possible, but, frankly, we don't -- you 

9 know we don't determine for each sale what our 

10 incremental cost actually is, because it ' s not 

11 something that you can really look up . You'd have to 

12 do a lot of studi e s and things like that. So it ' s 

13 possible , yes, but I don ' t know . 

H Q Then it ' s possible that you don't have any? 

15 A Yes . 

16 Q Now, in your testimony you also indicated 

17 t hat you needed a position on this policy because it 

18 you were allowed to, you would price at incremental? 

19 A Yes. We have - - much llke Tampa, we have 

20 units, coal units, we have a gas-fired unit coming up 

21 whose incr emental fuel cost is significantly below 

2 2 nvorago. wo buy spot coal in tho markoto. 

23 We have in some instances fixed 

24 transportation costs, and so it makes as much economic 

25 sense in some instances as it does for TECO, but we ' re 

169 



1 just not follo~ing that practice. So, I mean, what 

2 we ' re looking for is to basically pl~y under the same 

3 rules . 

Q Your testimony, though, didn ' t address the 

5 competition issue, did it? 

6 

7 

8 

No . 

6ut that was really tne point of it? 

Well, as I said, it ' s the competition that's 

9 developinq is what has given rise to this issue and 

10 the practice of discount ing prices. 

11 But ultimately that competition is not just 

12 between utility companies, is it, it's between other 

13 power sellers who are not constrained by these issues? 

14 A That ' s right. 

15 Q So that the Commission may not be able to 

16 affect the competition by requiring average fuel 

17 prices? 

18 

19 

That's right. 

Adoptin9 that policy just simply may mean 

20 that all the wholesale sales go to an out-of-state 

21 seller? 

22 Well, I think what tho Commission can and 

23 should do is to look out for its constituents, the 

24 native load, and make sure that they ' re not adversely 

25 affected by what's going on in the wholesale markets. 
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1 Q But the native load in florida will be 

2 adversely affected if all the wholesale goes to 

3 out- of-state sellers; isn ' t that correct? 

4 A I don ' t know that. That would depend 

5 largely on what their cost of serv ices, or the cost of 

6 providing service, compared to the revenues that they 

7 bring in . And I think you could have cases where 

a losing them may be good and i n other cases where 

9 losing them may be bad, but that would have to be 

10 looked at on a case-by-case basis. 

11 Q Now, it's true that there is competition for 

12 all types of sales, including the broker sales, 

13 short-term sales, s a les of all other links; isn't that 

14 correct? 

15 

16 

A 

Q 

Yes. 

So whether or not there ' s competition for 

17 the sale is not really a dlstinguishing factor in 

18 identifying one sale from another, is it? 

19 

20 

A 

Q 

No. 

Well, if tho Commission is going to -- if 

21 the Commission were to con~ider ~dopting a policy on 

22 looking at wholesale sales, why shouldn ' t the 

23 Commission simply look at all of th~m? 

24 

25 

A 

Q 

Look at all what? All wholesale sales? 

Well, look at whether or not there's 
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1 negative fuel i npacts from all wholesale sales. 

2 A Well, I think what the Commission can look 

3 at is to see if there were negative impacts from the 

4 total sales revenues, but the way I look at it is thut 

5 as long as you follow the principles of embedded or 

6 average cost pricing and you apply that uniformly to 

7 all customers, it would be difficult to say that one 

8 group of customers is ueing priced unfairly. 

9 1 think the issue becomes a little bit more 

10 serious or of concern to the Commission ii the product 

11 lS being sold at below the average cost, because, I 

12 mean, in many ways you can take every one of our 

13 retail ratepayers, whether it bo commercial, 

14 industrial, residential , and claim t hat perhaps one 

15 group is costing more than average or less than 

16 average, but I don't know that that • s the issue. 

17 I think as long as you follow average cost, 

18 average embedded cost pricing for all customers, 

19 retail and wholesale, then I don't think there ' s cause 

20 for concern. I think the concern becomes when a group 

21 of customers is being priced at below that. 

22 Well, let's talk a bout that for a second . A 

23 wholesale ouscomer who buys power using average fuel 

24 cost doesn ' t mean, does it , that it ' s average fuel 

25 cost that ' s incurred by that customer or t ho company 
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1 in serving that customer; isn't that correct? 

2 A Well, no more or no less than any oth~r 

3 customer, and I could -- you could make that same 

4 argument for an industrial customer, for a residential 

5 customer. I mean, the whole idea of average pricing 

6 is to not try to make those distinctions and try to 

7 figure out who is on the increment. 

8 Q Well, at least one could say that that's tho 

9 principle that ' s used for customers that you're 

10 required to se·rve and customers who are required to 

11 buy from you. But for those customers where the sale 

12 is discretionary and you enter into a sale with a 

13 wholesale customer at average fuel price when that 

14 customer always takes on - peak power. that wholesale 

15 transaction adversely affects tho average fuel cost, 

16 does it not? 

17 

18 

19 

20 

21 

22 

23 

24 

25 

A I ' m sorry; say that again. I'm not sure I 

followed that. 

Q If you have a wholesale transaction with 

average fuel costs in which the wholesale customer 

always takes on-peak power, then that wholesale 

customer, although he's taking at average fuel cost, 

may adversely affect the average fuel cost by actually 

incurring higher than average fuel cost? 

A It could. 
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1 Q Okay. Now, if the purpose of the proceeding 

2 is to determine the adverse impact on the fuel clause, 

3 fuel revenues as a result of wholesale trensactions, 

4 why shouldn't the Commission look at all wholesale 

5 transactions for purposes of determining whether or 

6 not they have what you perceive as a neg~tivc impact 

7 on fuel cost of retail customers? 

8 A Well, first of all, I don't believe that 

9 that ' s the issue that we're debating. I don't think 

10 we're debating the issue as to whether wholesale sales 

11 in general are benef icial or not. 

12 I think tho issue here is the pricing 

lJ particularly of fuel , inc•~ental versus average, and 

14 the assignment or the cost allocation that this 

15 Commission needs to make to that. I think your issue 

16 is a different issue and much broader than that. 

17 Q Well, the Commission is beginning to look 

18 the generic issue was raised with regard to fuel 

19 pricing and impacts on fuel pricing as a result of 

20 wholesale sales; and you set up a standard which 

2~ causes some incremental fuel price sales to be 

22 examined by the Commission ana some not to be. 

23 Youts happens to fall into tho category 

24 that's not examined. And then we have another whole 

25 host of wholesale sales that may havo negative impacts 
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1 on the fuel of retail customers. And wouldn't it be 

2 appropriate, if we're going to move in that direction, 

3 to simply look at tho adverse fuel impacto of All 

4 wholesale sales? 

5 A Well, the Commission could choose to do 

6 that. What our position is, as long as everybody pays 

7 average embedded costs, everybody pays the same price, 

8 tten I don ' t think you need to be so concerned about 

9 figuring out whether one particular group of custom~rs 

10 iu above or below that embedded cost. 

11 I think the concern we're talking about here 

12 is that if you pick out a group o( customers and you 

13 sell it at below embedded cost . I'm not sure that the 

14 Commission should be concerned if there's a group of 

15 customers that pays a lot more than average cost. 

16 Q Well, when you say emtedded costs, arc you 

17 talking about fuel or are you talking about another 

18 part of the transaction? 

19 

20 

A 

Q 

I'm talking about both. 

So when you use that term, you're not just 

21 talking about fuel, you ' re talking abuut both sides of 

22 the transaction? 

23 A Yoo; although in tho case or wholesale 

24 sales, my understanding is that if you're separating 

?5 costs, you're separating that on an average cost --
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1 average embedded cost basis. So the Commission is 

2 

3 

4 

5 

6 

7 

a 

9 

10 

assigning cost to the wholesale business on an average 

embedded cost basis for nonfuel, and all we're 

suggesting is that they follow the same practice f?r 

the fuel portion . 

Q Well, with regard to discretionary sales, 

though, incremental fuel price may be the cost that ' s 

actually incurred to make the sale, might it not? 

A 

Q 

It may. 

So do you object to those types o! sales as 

11 well? 

12 

13 

A 

Q 

To what type of sales? 

The type of s ale in which yo~ charge the 

14 actual cost of fuel to the customer that incurred it, 

15 if it's a wholesale transaction. 

16 A 

17 should 

I think you have to ask yourself who 

you know, who should get the benefit of 

18 those sales. I mean, we have sales, as I mentioned, 

19 where the fuel is priced at increment, and there may 

20 be a nonfuel component . And the practice we follow 

21 today ~s wo oay, well, that bundle ~s a whole is 

22 beneficial for tho ratepayers, but in order to make 

23 sure it ' s beneficial, we give all of the revenues back 

24 to our customers. 

25 Q Do you know of any investor-owned utilities 
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1 in Florida that have the type of Sdles that you think 

2 should be examined by the Commission, other than Tampa 

3 Electric? 

4 A There may be some. Not that I know or. My 

5 understanding is that FPL practices tho average 

6 cost much like we do. 

7 0 So, really, what you want is for tho 

8 Commission to examine Tampa Electric's wholesale sales 

9 or to prohibit Tampa Electric from making certain 

10 tjpes of 

11 A No, that's not what I'm after at all. What 

12 I'm looking foT ie d b~t of rules that wo can ~11 

13 follow. I'm not debating that what Tampa Electric is 

14 doing is necessarily harmful !or an~•one. I moan, I 

15 don't know that. That's something for the Commission 

16 to find out. 

17 All I ' m saying is right now wo'rn 

18 debating -- and we're approaching our customers in a 

19 different manner than what Tampa Electric does, and we 

20 just want to play by the same sec of rules. And ~e 

21 have drawn this magic line, which I said in my 

22 summary, you know, there is no right answer 

23 necessarily, but we just simply have adopted one set 

24 of practices and TECO has adopted a r.opa rat~ one; and 

25 it doesn't make sense for us to deal with tile same 
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1 cus~omers on a different basis. 

2 But part of your issue ls that you don ' t 

3 think the benefits of the sales are flowing back to 

4 the retail ratepayers; is that correct? 

5 

6 

A 

Q 

In the case of Tampa Electric? 

Yes. 

7 A Well, I'm not sur~ how that works, and I 

8 think that's a question for the Commission and the 

9 Staff to answer. 

10 Hy understanding is that the nonfuel, with 

11 the capacity sales of nonfuel portion is not being 

12 flowed at least directly, but I'm not familiar enough 

13 with exactly how TECO's whole rate situation works to 

14 really comment on that. 

15 Q And you're not really aware of the extent to 

16 which the Commission and Staff have looked at Tampa 

17 Electric ' s wholesale t~unoactions; ls that 

18 

19 

A 

Q 

No. 

So it may be that the policy you want is 

20 already in place? 

21 A I don't know. Certainly not to my 

22 knowledge. I mean. My understanding right now is 

,23 that we have chosen to follow a practice which is very 

24 different from TECO's. If this Commis&ions says that, 

25 no, TECO's practice is one that ' s proper, then we'd 



1 like to follow it as well. 

2 Q Well, are you aware of the amount of 

J wholesale sales that were separated in Tampa 

4 Electric's 1992 rate case? 

5 A No . 

6 Q Well, assuming for purposes of this 

7 discussion that the amount th~t was separated wero 

8 revenue requirements in excess of JO million and that 

9 a significant portion of those sales that were 

10 separated were incrementally priced in fuel at the 

11 time of the separation. Isn't it correct that the 

12 ratepayers are, in fact, receiving all of the benefits 

13 of those incrementally priced sales because they were 

14 embedded permanently in their rat~s since 1992? 

15 A Well, they are receiving, I would think, 

16 whatever benefits they are for the nonfuel portion, 

17 but I don't know how the level of sales that TECO is 

18 making today compares to what they did in the rate 

19 CMJe, 

20 I don ' t follow that that closely. But that 

21 doesn ' t necessarily follow that with average embedded 

22 separation of fixed costs that the discounting of fuel 

23 and putting those two together necessatily works in 

24 tho best intoroot o! tho ratopayero. I moan, I don't 

25 know whether it does or not. 
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1 Well , at the time of Tampa Electric's rate 

2 case, though, there were incrementally priced, fuel 

3 priced wholesale sales that were oxamined, looked at 

4 and separated. And to the extent that's true, isn't 

5 it correct that t .he retdil customers are receiving the 

6 benefits of the incrementally priced sales that the 

7 commission thought wa3 ftppropriate? 

8 A I don ' t really know that I can answer that. 

9 I ' m not that famil~ar with TECO's rate case issues. 

10 Q So it may be that the policy you want in 

11 place is already in place for Tampa Electric; isn't 

12 that correct? 

13 A It may be . I mean, that ' s a judgment for 

14 the Commission to make. But all I ' ~ saying is that if 

15 that ' s a policy that's in place for Tampa Electric, 

16 then I think it ought to be in place for Florida Power 

17 and Florida Power & Light and Gulf Power as well . 

18 I mean, ultimately our goal is not, you 

19 know, to say that what TECO is d~ing is wrong . What 

20 TECO is doing may be correct. I don't know that, and 

21 I don't know whether. it's beneficial or harmful to 

22 ratepayers. I mean, our bottom line is that we need 

23 to play under the same set of rules. 

24 Well, in order to undertake the same type of 

25 review that Ta~pa Electric had on its separated sales 
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1 and its incremental priced sales, you would have to 

2 have a full-blown rate case. 

3 A I don 't think so . 

4 Q Well, to get the same type of review that 

5 Tampa Electric had of its wholesale sales, you would. 

6 A No. I think you could do it in this forum 

7 right here. 

8 

9 

Q 

A 

You mean in the fuel adjustment clause? 

Sure. I mean, if there needs to be a 

~0 demonstration that certain type of sales are 

~1 beneficial, I don ' t think it takes a rate case to do 

12 that. 

l3 Q But what you get is an adjustment to the 

14 fuel clause in that proceeding; isn ' t that correct? 

15 

16 

A 

Q 

I suppose yes. 

But that doesn ' t deal with the other issues 

17 that you raised with regard to whether or not the 

l8 incremental pricing of fuel w~s appropriate, does it? 

19 A I don ' t understand. 

20 Q Well, in this proceeding what we're dealing 

21 with is how to treat incrementally priced fuel in the 

22 fuel adjustment clause; isn ' t that correct? 

23 

24 

A 

Q 

Yes. 

And you ' ve raised questions about that 

25 treatment based on issues that arc outside the fuel 
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1 adjustment clause? 

2 A I don't beliove so. 

3 Q Well, the first issue that you raised with 

4 regard to distinguishing which type of sales should 

5 receive whi~h treatment was whether or not the sales 

6 were separated; isn't that correct? 

7 A Yes. 

8 Q And that happens outside this proceeding? 

9 A Yes, but it's not exclusively tied to rate 

10 cases. I mean, separation is a continuing process. 

11 As the wholesale business changes, separation £actors 

12 change monthly or annually. 

13 You mean scp~rations in the sense of the 

14 surveillance reports? 

15 

16 

A 

Q 

Yes. 

But you don ' t mean for purposes of actually 

17 flowing the benefits or embedding the benefits in the 

18 base ratea of retail customers? 

19 A Well, if I understand your question right, 

20 what I'm saying is it we separate a sale, a new one 

21 that's made tomorrow, if it ' s separated, we prlce it 

22 at average. If it's not separated, wo flow all the 

23 revenues back. 

24 For purposeb of the surveillance reports, 

25 but not for purposes of changing tho rates paid by 
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\ your ret ail cuatomerG? 

2 A No . Absolute l y for purposes of changing the 

3 rates, because if you flow ba ck non f uel revenues, it 

4 a f fects t he fue l factor . It lowers it . 

5 

6 

Q Okay. 

COMMISSIONER DEASON: Let me ask a question. 

7 If you have a contract which exceeds one year, it is 

8 you r pract ice currently to separate that inves~ment 

9 b etween jur isdiction s? 

10 

11 

WITNESS WIELAND: Yes, sir. 

COMMISSIONER DEASON : How do you account for 

~2 the revenue from that s a le t hat has been separated? 

13 WIT~2~8 WIELAND: The r~venue, tha nonLucl 

J 4 reve nue wou ld stay with the company , as will the 

15 expenses that were allocat~d there. 

16 COMMISSIONER DEASON : Because it has been 

~7 separated to a nother j urisdiction . 

18 

19 

WITNESS WIELAND : Yes. 

COMMISSIONER DEASON: And you price -- I 

20 guess you could price it whatever you want to, b11t you 

21 allocate fuel revenue for fuel adjustment purposes on 

22 an average basis . 

2J WITNESS WIELAND! Yes, sir . And, in f~ct, 

24 to follow up, not only have we allocated it that way 

25 for retail recovery purposes, we also price it that 
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1 way i n our wholesale markets. 

2 We'v~ had to have some discounting of the 

3 fixed costs, which we ' ve had to do in order to keep 

4 the customers in, but that' s been -- that's bec::>me a 

5 s hareholder issue, i n essence. 

6 

7 

8 Mr. Stone . 

9 

10 

11 

1 2 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

2) 

24 

25 

MR. HARTt We have no further questions. 

COMMISSIONER DEASON: Staff. I ' m sorry. 
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l CROSS EXAMINATION 

2 BY KR . STONE: 

3 Good morning, Mr . Wieland. Am I correct 

4 that Florida Power corporation is a winter peaking 

5 utility? 

6 A Yes. 

7 I ' d like for you to a5sume some -- co make 

8 some assumptions I ' m going to give you for purposes of 

9 the hypothetical question I ' m going to ask you. 

10 First I'd like you to assume that Power Corp 

11 has surplus summer capacity . 

12 

13 

Okay. 

I ' d also like you to assume that the city of 

14 Tallahassee needs 200 megawatts of summer capacity . 

15 Okay . 

16 Q And that Tallahassee issues a request for 

17 proposal and that they ' re seeking 200 megawatts of 

18 capacity from May to December fo~ 10 years, and that 

19 their energy needs related to that RFP are at a 70t 

20 capacity factor. 

21 I'd like you also to 1urther assume that 

22 Florida Power Corp has sufficient surplus summer 

23 capacity, that it would like to make a proposal in 

24 response to that request for proposal. 

25 I ' d also would like you to assume that Enron 
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1 is making a proposal to the City of Tallahassee, and 

2 Tallahassee gets two bids under thece assumptions, one 

J is from Enron with capacity at $4 . 00 per kilowatt 

4 month and incremental energy at 18 m1lls per hilowatt 

5 hour. 

6 Let •o assume that your capacity, you were 

7 also able to price it ot $4.00 per kilowatt month, but 

8 that you are limiting your energy proposal to average 

9 =ost energy at 22 mills per kilowatt hour, but that 

10 you have an incremental energy cost of 17 mills per 

11 kilowatt hour. Okay? Do you have the assumptions? 

12 A I thi~k so. I probably should have written 

lJ them down. r may ask you to clarify a little bit if I 

14 get bogged down, but I think I understand it. 

15 Given those assumptions in the RFP about t~e 

16 capacity and the energy and the capacity factor, can 

17 we agree that we're talking about 5.11 million 

18 kilowatt hours over that period? 

19 

20 

A Okay. 

Can you tel' ma which offer the City of 

21 Tallahassee would take under those two bide? 

Well, it I understood it all rlght, they 

23 would take the cheaper one, which I think would be 

24 En ron • s, if I got all your numbo1.·s right. 

25 0 Okay. Given that under the aosumptions that 
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1 I've asked you to-- under the facts I 've asked you to 

2 assume for purposes of tnis hypothet ical, given that 

3 Florida Power corp ' ~ incremental cost of 17 mills for 

4 energy is such that you could provide it cheaper than 

5 Enron, but because you have constrained yourself only 

6 to offer average energy at 22 mills, that is 

7 consistent with the proposal that your company and 

8 Office of Public Counsel has made in this proceeding; 

g is that correct? 

10 

11 

Yes. 

And it ' s that pricing that has kept you from 

12 making a successful bid to the City o f Tallahassee 

13 into this scenario? 

14 

15 

A Yes . 

Given that Power Corp would not be 

16 successful in making th~t sale, will Florida Power 

17 Corporation's customers benefit from Enron providing 

18 the power to the City of Tallahassee? 

19 Well, I think that would depend. I mean, I 

20 hate to give a wishy-washy ans wer, buy I guess my 

21 reaction is, first of all, we're talking about a 

22 10-year contract if I recall. I mean, 1! I put myself 

23 in position of how would Florida Power do a nid like 

24 that to begin with, I think we'd have to ask ourselves 

25 can we really provide -- do we really have excess 
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1 power for 10 years. That's a big hurdle to overcome. 

2 Q I understand, but that's an assumption 1 

3 Assuming that you do, then I think you'd 

4 have to look at it in terms of what - - you know, what 

5 truly is your total cost of providing that service. 

6 And the other issue that you get into is who takes the 

7 risk of pricing it at something leao than that. 

8 If you price it below, you might make the 

9 economic argument, but then the question is it you •ro 

10 wrong and it winds up costing you more, do you put 

ll that risk on the shareholder or do you put that risk 

~2 on the custo~er. 

13 I mean, it might well be that thP. Commission 

14 could assign average costs, both capacity and energy 

15 to t hat deal, and then tho company can price it in a 

16 manner that maybe makes it reasonably whole and makes 

17 it a good deal for both sides. 

18 So I'm not sure I can really give you a 

19 clear answer, but certainly I think our position is 

20 that in the long-term, you know, we're looking at 

21 following a general principle of n gon~ral rule of 

22 cost allocation. But that's not to say thdt under 

23 certain spoc~fic cJrcumstances, 1! yotl construct a 

24 scenario with a whole bunch of assumptions, that you 

25 might not be ablo to put a good case together that 
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1 says in this particula~ set of circumstances it makes 

2 sense to do something different than average pricing, 

3 but I think that's a burden of proof that the company 

4 would have. 

5 You and I could sit here with a whole long 

6 list of assumptions and I'll agree that, yes, that ' s a 

7 reasonable thing to QO, but I think that ' s a 

8 case-by-case analysis. And what we're talking about 

9 is, you know, aR a general principle cf pricing should 

10 we just give blanket authority for all pricing in that 

~1 manner. 

12 Q But the fact of the matter is under the 

13 assumptions that I've asked you to make, you would be 

14 constrained from making a competitive offer and you 

15 would lose the sale even if you had satisfied yourself 

16 with the risk factors involved that it was the 

17 appropriate thing --

18 You could, and that ' s certainly -- I mean, 

19 that's why this 1ssuo has arisen, as I said before. I 

20 mean, that is an issue that I think is going to get 

21 more serious as time goes on and not better. 

22 Q But you're making a determination on this 

23 policy not based on the assessment of risk, but rather 

24 on the !act that you're determining thnt you uhould 

25 only allocate on aver~ge cost, the energy? 
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1 No. Well, what I would fall back to is if 

2 you look at my testimony on my Page lJ, I said thorP 

3 arc -- as in any rule, there are going to be 

4 exceptions, and there should be; and there may be 

5 certain types of pricing provisions that may be 

6 desirabll'. In fact, to quote, "may be desirable fror.~ 

7 a retail ratepayer persvectlve ." 

8 such applications should bo made on u 

9 case-by-case basin with specific approval by the 

10 Commission. 

11 Okay. Well, let's go to the specific case 

12 that I've outlined for you in the hypothetical. 

13 Again, assuming that you did not make the sale, that 

14 Enron made the sale, your ratc~ayers receiv~d nothing 

15 from the sale, enron is certainly not tied to Florida 

16 Power Corporation. 

17 

18 

A 

Q 

Right. 

Okay. It is also true that ~he City of 

19 Tallahassee ' s retail customers are losing out because 

20 they're paying more for Enron power than they would 

21 have had to have paid had you priced your power and 

22 energy at incremental? 

23 A Possibly, yes. 

24 could we calculate that difference as being 

25 the difference between 18 milla of Enron'n proposal 
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1 and 17 mills as your incremental, because our 

2 assumption was the capa=ity cost was the same? 

3 Okay. Yes, under that circumstance, I think 

4 that ' s right. 

5 Q And we said earlier there was 511 million 

6 k ilowatt hours times t hat one mill difference. That 

7 basically works out to $5 , 110,000 difference over the 

8 10 years . 

9 

10 

A 

Q 

I ' ll trust your arithmetic on that one, yes. 

If Florida Power Corporation had made the 

11 sale and it has the lower cost, as we ' ve indicated in 

12 our assumptions, isn't it true that the Florida Power 

13 corporation retail customers would benefit through the 

14 purchased power capacity cost racov~ry clause to tho 

15 tune o! $40 million? 

16 A You ' re assuming ~hat the revenues are being 

17 passed back to the capacity cost recovery clause? 

18 Q Isn't that the policy ot this Commission? 

19 A Not if the sales aro separated. 1 moan, I 

20 would agree with you and in fact that ' s one of the 

21 criteria that if all of tho capacity, all of the fuel 

22 and nonfuel revenues are passed back through the 

23 pass-through clauses, be it fuel or capacity costs or 

2~ a combination of both, and those sales are clearly 

25 less than thP cost of providing them, then I think 
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1 those kind of sales should be made. 

2 I think it becomes a little tougher when 

3 you ' re looking at sales ~here the fuel is a 

4 pass-through, the other costs go to the stockholder. 

5 I just think t ·here ' s a little bit more possibility of 

6 gaming and not really being -- for the Commission to 

7 really being -- satisfy itself that the customer is 

8 really getting all of these benefits that you 

9 mentioned. 

10 Q Hr. Wieland, do you recall when the purchase 

1l power capacity cost recovery clause was created with 

12 this Commission? 

13 

14 

A 

Q 

I think so, yes. 

Oo you recall that at th"'t time Gulf Power 

15 Company was making wholesale power sales to Florida 

16 Power Corporation? 

17 

16 moan? 

19 

20 

21 

A 

Q 

A 

Q 

Indirectly through to Southern Company, you 

It was a Schedule E sale, as I recall. 

Right; uh-huh. 

And do you recall that at that time Gulf 

22 Power Company, which previously there was no purchase 

23 power capacity cost recovery clause, but with tho 

24 creation of that clause, that the r~venuos from those 

25 sales wore flowed back through the c lause? 
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1 

2 believe 

3 

4 

5 

Q 

A 

Q 

I don't know that, but I certainly 

Would you accept that, subject to ch~ck? 

Cert ainly. 

And would you agree with my calculation of 

6 the benefit that is forgone to Florida Power 

7 Corporation ' s customers i! you failed to make the sale 

8 because Enron is able to price it at 18 mills, and by 

9 the constraint you have imposed, you could not price 

10 your energy any lower than 22 mills --

11 

12 

13 

Uh-huh, yes . 

MR . STONE : I ha ve no further questions. 

COKHISSTONER DEASON: Staff. 

14 CROSS BXAHYNATION 

15 BY MS. JOHNSON: 

16 Q Good morning, Mr. Wjeland. There ' s been a 

17 lot of discussion regarding separable versus 

18 nonseparable sales and the pr icing of those sales. 

19 Would you agrr.e that one of the reasons the 

20 Commission separates sales is because the facilities 

21 that typically - - dre built to serve these lonq-ter~ 

22 customers? 

23 

74 

A 

Q 

Yes. 

Do you fool it ' s appropriate to bill 

25 additional facilities when you know that tho sales 



1 price would have to be discounted to make them 

2 marketable? 

3 A No, I don ' t beLieve so . I mean, that, if I 

4 understand your question right, would tend to raise 

5 rates for the retail cust omers. 

6 Are you aware of the term "capital fuel 

7 symmetry"? 

No, not really . 8 

9 

A 

0 would you agree that under ~ situation where 

10 a customer pays for average embedded plant costs and 

11 receives t he benefits associated with capital fuel 

12 costs, that there is capital fuel symmetry? 

13 A could you explain that a little bit more? 

14 think my answer is yes, but I ' m not sure I understand 

15 it well enough. 

16 Q Do you agree that when there's average 

17 capital and average fuel,. that there 1 s symmetry? 

18 

:19 

A Yes. 

And would you agree that the policy that 

20 Florida Power corp is putting forth is basically one 

21 of capital fuel symmetry as I ' ve described? 

22 

23 

A 

Q 

Yes. 

Based on this position, do you think it's 

1 

24 fair to charge one class of customers incremental fuel 

25 costs and another class of customers average fuel 

194 



1 prices when both cla3ses pay the same capita l costs 

2 for generation? 

3 A I think what we're saying is as a general 

4 rule, no, I think they should all be treated the same, 

5 but with the caveat lhat under certain circumstances, 

6 and perhaps broker sales is one, and, you know, that 

7 there ' s an exception that can be made, given the fact 

8 that it can be demonstrated that retail customers 

9 ac tually benefit from such sales. 

10 Q So do you think that it ' s reasonable for the 

11 Commission to have a policy which would require 

12 utilities making long-term separable sales to 

13 de~onstrate to the Commission that incremental pricing 

14 is beneficial to the ratepayers prior to crediting 

15 anything less than average fuel costs through the fuel 

16 

i7 

18 

19 

20 

21 

22 

23 

24 

25 

clause? 

h 

Redirect? 

Yes, I do. 

MS. JOHNSON: That's all that we have. 

COMMISSIONER DEASON: Commissioners? 

MR. McGEE : Just one. 
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1 

2 

REDIRECT EXAMINATION 

MR . MeGee: Mr. Wieland, you responded to 

3 the hypothetical that Mr . Stone was discussing with 

4 you and identified, and agreed with him that there 

5 might be certain detrimental effects on Florida Power 

6 and its ratepayers in not engaging in the sale that he 

7 described . 

8 Were those situations examples of your 

9 statement on Line 10, Page 13 of an instance where 

10 Florida Power might view that an appropriate situation 

11 for an exception from the average cost pricing 

12 principle? 

13 A Yes, that's exactly the type of thing I have 

14 in mind. 

15 MR. McGEE: That's all I have. 

16 COMMISSIONER DEASON: Thank you. I believe 

17 the exhibits have been already admitted. 

18 

19 

MS. JOHNSON: That's correct. 

COMMISSIONER DEASON : Thank you, 

20 Mr. Wieland. 

21 (Witness Wieland excused.) 

22 - - - - -

23 (Transcript continues in soqu~nco in 

2 4 Volume 2. ) 

25 
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