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Q. What is the purpose of your supplemental testimony? 

A. The purpose of my supplemental testimony is to update and amend the 

Company's 2005 estimatedlactual fuel and capacity cost recovery true-up 
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EstimatedlActual True-Up Amounts 
January through December 2005 

SUPPLEMENTAL DIRECT TESTIMONY OF 
JAVlER PORTUONDO 

Q. Please state your name and business address. 

A. My name is Javier Portuondo. My business address is Post Office Box 

14042, St. Petersburg, Florida 33733. 

Q. By whom are you employed and in what capacity? 

A. I am empioyed by Progress Energy aervit;e WI I ipai IY,  Lw, II I LI 

of Manager, Regulatory Services - Florida. 

* - - .I-- ------,, 1 I P +ha f i ~ m a p & /  
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Q. Have your duties and responsibilities remained the same since your 

testimony was last filed in this docket? 

A. Yes 
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Q. 

A. 

Q. 

A. 

balances presented in my pre-filed testimony of August 9, 2005 and 

accompanying Exhibit No. - (JP-1 R). 

Are you sponsoring an exhibit to your supplemental testimony? 

Yes. I am sponsoring revised Exhibit No. (JP-’l R) to substitute for the 

exhibit filed with my testimony of August 9, 2005. The revised exhibit 

includes the following revisions to the exhibit submitted with my testimony 

filed August 9,2005: Part C, Part D and Schedules El-B through E5. The 

remainder of the exhibit has not changed from the original filing on August 

9, 2005. 

What revisions has the Company made to the 2005 estimatedlactual 

fuel and capacity cost recovery balances? 

As reflected in revised Exhibit No. - (JP-1 R), the Company has made the 

following revisions to the 2005 estimated/actual fuel and capacity cost 

re cove ry ba 1 a nces : 

We have included actual fuel costs through July 2005 in order to derive 

more accurate projections of 2005 year-end true-up fuel and capacity 

re cove ry ba la nces. 

We have included updated fuel price projections for the remainder of 

2005 in light of continually increasing fuel prices. 

We have adjusted estimated incremental security costs to remove an 

additional $789,620 of base rate expenses pursuant to FPSC Order NO. 
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PSC-03-I 461 +OF-El. This reduction was inadvertently omitted in the 

original August 9, 2005 filing. 

Q: What is the effect of including actual July 2005 fuel costs and updated 

fuel prices on the Company’s projected fuel true-up balance? 

The effect on the fuel cost recovery true-up balance is an increase of 

$1 02. I million compared to the initial filing. The Company’s revised true-up 

balance of $264.9 million is shown on Schedule €1 -B in my revised Exhibit 

No. (JP-I R). This total is made up of a $93.6 million carryover from 

2004 pursuant to Order No. PSC 04-1276-FOF-El and a $1 71.3 million 

under-recovery for 2005. 

A: 

Q: What is the effect of including July 2005 capacity costs and adjusted 

incremental security cost on the Company’s projected capacity cost 

true-up? 

The effect on the capacity cost recovery true-up balance is a decrease of 

$2.2 million compared to the initial filing. The Company’s revised true-up 

balance of $14.6 million is shown on Part D in my revised Exhibit No. - 

A: 

(JP-1 R). 

Q. 

A. Yes. 

Does this conclude your estimatedlactual true-up testimony? 
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SALES FORECAST ASSUMPTIONS 

1 This forscast of c"era, sates and peak demand w8 dewhped for use hr the 2006 budget and 2006 - 2010 five- 
year Business Plan. This forecast was prepared in mid-2005 and replaces the July 2004 hrporste Forecast of 
Customers, Energy& Demand. 

2. Normal wather canditir>ns are assumed over the forecasl horizon using 8 sales-weighlsd average of mdjtlans at 
the SC Petemburg, Orfando and Tallahassee weather statim. For kilowatt-hour sales prOJedbns, normal weather 
is based on a hlslork#l thirty-year average d service area weighted M t r i  mth degree days. Seasonal peak 
demand projections am based on a thirtyyeat historim1 average of system-weighted &mperatwes at time of 
seasonalpeak 

3. The population pmjedbns produced by the Bureau of Economic and Business Research at he University of Florida 
as published tn 'Florida Population Studies Bulletin No, 141 (Febnrary 2005) provide the basis for development of the 
customer forecast. State and national economk assumptions produced by Ecommy,Com in their natfonal and 
FMd8 forecasts (Ma&, 2005) are also incorporated, 

4. Whln the Progress Energy Rod& (PEF) service am, the phosphate mining industry is the dominant sector in the 
Industrial sale8 dass, Four major customem amuunted for over 30% of h e  industrial ciaas Mwh aaiw in 2004. 
These energy intensive customers mine and process phosphate-based fertilizer prcrduds fw the gbbl marketplace. 
Both supply and demand cwrdans for their products are dktaled by global conditions that Indude, but are out 

limited to, foreign cumpetition, nationaVintarnstkxral agricultural industry conditions, exchangerate WuctuaUorrs, and 
intematfmal trade pads, Load and energy consumption at the PEF-senred mining orchemlc81 pm"ing shes 
depend heavily on piant operatbns which are heavHy influenced by the state of these global cundm as wall as 
iocal conditions. Mer years of excess mining capacily and weak produd prlcing power, the industry has 
consolidated d m  to fewer players in to take advanla@ of be@ mrkes condition#. A weaker U.S cummy 
v a b  on the foreign exchange Is expeded lo help the industry in two ways. Fitst, US, farm commaditfes wit1 be 
more competitive overseas and lead to highsr clop production at home. This will result in greater demand for 
fertilizer produds. second, 8 weak U.S. dollar mxdk in U.S. fertilfzer producers to become m e  pdce competitive 
relative to foreign producers. Gdng forward, energy mnsumpbn is expected to increase slightly. A significant risk 
to lhia projection lies in the continued high price of natural gas which Is a maw fadar of produdion. Operations at 
several sites in the US. have already scaled back 01 shutdown due to profitability concern8 caused by high energy 
prices, The energy projedcm for this industry assumes IK) major reductions or shutdowns of operations in the 
sewice territory, 

5, PEF supplies load and energy service lo wholesale customers an 8 'fut?, "parliar and "supplemental" requirement 
basis. Full requirements customers' demand and energy is assumed to grow at a rate that approximates lhalr 
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historical trend, CMes served ~1 this bask include Sartow, Chattatwwheb, Mt Dora, Quhcy end IMliiston. Padal 
requirements (PR) customer bad tS assumed to reflect the current corrtractual obl)gatjolls "iwd by PEF in an 
annual 'dedarafion letler' 0s of May 31,2005. The forecast of energy and demand ta PR customem refled the 
nature uf the sraUM load they have cantraded for, plus thek a W i  to mebe dispatched energy from power 
marketers any time it is r" ecc" iCal  for them to d6 sa ContracEB for PR servb included in fils forecast BIB 
with FMPA, the c i tk  of New Smyma Beach, Tallahassee and Homestead, and other utilities such as Reedy Creek 
Utilkk 

A signbnt maw of PEPS wholesale bad is served to Seminole € I d  Cooperative, Inc. (SECI) under several 
oonttacb. PEPS artangm"e with SECl is to SBNB Supplemental" Wce over and above stided levels they Commif 
to supply themwhw. SECl's projstion of their sySt4"s requirements in the PU: conW area provides the bask for 
the level of swim needed to be supplemented by PEE This forecast also 'ncorporates tw fkm bulk power 
cxwrtrads with SEc1. The fitst is a 300 haw stratified intermediate demand eontract starling in June 2oQ8 (1 5OMW) 
and December 2006 (160MW). The second is a full requirement 8 contmd that has been added b tha forecast 
starting in 2010. 

6, This forecast aswmet that PEF Will sur;cessfully renew all future hnchh agreements but W remov~ from tfis 
retall forecast the load and energy OCICB saved to thecity of Winter Park 

at- demand and energy redudions from PEFS dispatchable and non-dispakhabl DSM 

8, ~ n e r g y  and demand reductions from ongoing selPseruice cogeneratian sltes are also included in thfs forecast. PEF 
will supply the suppfemental load of sethmvlcs ccgsnerabton customers. While PEF offers 'slandbf s~rv/cB to dl 
cogeneration customers, Ihe foremsf does not assume an unplanned need for sbndby pmw, 

g, This forecast assumes that the regulatory envimnmnl and the obligation to serve our retail c u s t "  w#l continue 
throughout the fo"I horizon. ?'he ability of wholesale customers tro Switdr suppliers e& PEPS obligation to 
S~MI these c u s k "  bepnd their contract life. As a result, FEF does not plan for genemtlon m m  unless a 
long-term contract le in p lm.  Current "full requfremente' customers are assumed to not renew thek mtrads with 
PEE Current 'partial requirements" contracts are projected to [eminate as terms reach thek expimhn date, 
Deviation from these assumptions can occur as information from the Energy Ventures RCO department indicates 
that a wholesale customer has limited options in the marketplace to replace PEF capacity more economically. 

10. The economic outlook for this forecast was developed eady in 2005 as energy prices were hitting record hahs 
wound the wolld, The general consensus was that the U*S. economy, which was growing at a reasonaMe rate, 
w~td not slip Into recession due td the higher cast of energy. A deswibed 'soft patch* in economic activity was 
obvious at the time of this forecast development as high gasoline prices had been reducing mnsumer confidence 
levels. Short lerm interest rates, controkd mostly by Federal Resenre Board (FED) policy dedsbns, have increased 
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slgnlflcantly In the last 12 months as hints of Inflation have fibred thr~ugh the repwted prlce Indexes. The days of 401 
plus year bus In interest rates have ended. The FED had moved to kwrease ratas eight tfm at thls point - no 
longer seeing the need (0 Stirnulate the nahd economy from tha pod September 1lfi waknew that oc(w#ed, 
The national economy had b o u n d  back significantty (except for job growth stafbh). Economis$ w m  not in 
complete agreement about where monelary policy would go frtMl hem. Most tfKKlgM that the FED was much doser 
b ending its Vghtening' poticy of gradually raMq interest rates than those who believed that infiatkmy fears would 
require many m r e  rate increases. 

Consensus opinion also feels that the eeanomic stimulus supplied by the three federal tax wts and ttte relinancinl) 
boom had pretty much run their COUM. Addftsonal stimulus from these two phenomena is not h the cards going 

Up to this point H had not supplied the pu& assumed in the last forecast, This is due to w m l  major U.S, trading 
partners, mainly China, having thelr currenciss pegged to the hllqr. The Mexbn Peso has actually weakened 
against the Dollar, This has kept the lypical advantages ofa weaker eurterrcy from helping U.S. m&ctum, Ai=, 
European emnomiss have not been robust enough to fuel added imports of U.S. prodMs. Going brward, il is 
expected that economic and pditical pressures will force the Chinese to W i n k  tMr currency and alkw it to 
appredate b~ value. This will m a b  American-produced product8 moc8 competltlve wtth Imported Chinese goods 

fonruard, OW \bm b e k V e d  b beCOM B pOSkb8 f 8 C b  fOf krtum ecOnO& 18 W8kW u.8. C U M C Y ,  

mnd the globe. 

The Wing SBCtM has continued cm an amazing and unprecedented pace. All signs are polntlng bo an Industry that 
jusi mtmi mainiain ais iemi d growth. Long wm interest rates (and morfsage rata) have nat Increased at the 
same pace as short term rates allowing the momentum to continue. At some paht the demand for housing pushed 
by new household formations must weaken. The demand for second homes could fall 8s idemst rates Malty rise, 
The rapid rise in real estate prices have priced many out of the market and more will fall off as rates dse. 

The Florida economy has faired much better than the nation, especially when it a m e s  to job growlh, The towism 
industry, which has bounced back from the the terrorism fears of 2001, will now haw to juggle &e impact of high oil 
prices on the travel industry, One buftet recently dodged was the result from the Pentagon's Base Realignment and 
Closing Commission which left Florida in good shape, 

Growth b energy consumption Is directly fed to the levels of economic: adfvfty in the State, n a h  and around the world, 
but demrsgraphic forces play a major role as well. Fadors that influence inmigration rates to Florida impact residential 
customer growth, espedally since the difference between births and deaths conlribute little to Florida's growing 
populatbn. Obviously, many factors influence the pace of in-migration to Florida but there Is one broad, demographlcatly 
created influem one can 0xpct durjng the next few years, The University of Flwida's lalest population projdon 
(February 2005) shows a return 10 more nc"l levels of growth In Florida population as we move into the middecade. 
This is due to emnomyrelated condittons and characteristics of the age cohorts reaching retirement age this decade. 
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FUEL PRICE FORECAST ASSUMPTIONS 

A, 

The of1 price forecast is based on e~pew~n~ of m a l  weather end 110 radical changes in world energy markets 
(OPEC actlwrs, governmental rule changes, etc.). Prices are based on expecled contract structures, specifications and 
marketconditlons during 2005 and 2008, 

Resldual 011 and Light 611 

PEF Residual Fuel Oil (#6) and DistiMe Fuel OH (#2) prices were derived from PlpA Energy Group forecasts and current 
observed market infanatlon. 

The oil prices listed on Part C do not indude transportation costs to individual plant locatim. 

Cod price pr4ectians are provided by Progress Fuels Corporation (WC) and represent an estimate of the price to 
Progress Energy Fk#id;t (PEF) for coal delivered b tha plant s i t e  in wxordsnce with the dellvery schedules profeded. 
The forecast is consistent with the coal supply and transportation agmmenta which PFC has! or expecls to haw: in 
place durlng 2005 and 2006. PFc'8 current conirads cow PEP 8 projecled burn8 for 2005 through 2008. ft 8 8 9 ~ ~  

environmental restrictions on coat quality remain in effect 8s per current permits: 2.1 Ibs, per mitlbn BTU sulfur did- 
limit for Crystal River Units 1 and 2, and, 1.2 Ibs. per million Bl'U sulfur dioxide limit for Crystal River Units 4 and 5. 

C. NaturaJGao 

The natural gas price forecast is based on the expectation of average normal weather conditions and a steady bend in 
supply and demand. Pfices are based on expected mnttad structures and spot market purchases for 2005 and 2006. 
Gas supply prices were derived from P1RA Energy G w p  farecasts and current &sewed market information. 

Transportation costs for Florida Gas Transmission and Gulfstream pipeline firm transprtatkm services are based on 
expected tariff rates and/or negotrated rates. Interruptible transportation rates and availability are based on expeded larift 
rates and market conditions, 

The natural gas prices listed on Part C do not indude transportation costs to individual plant locations, 
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i 

FUEL PRICE FORECAST 
#6 Oil 

I .5% 2&% 
I i 1 

Month Slbatrel(1) 
Auq 2005 40.43 

s e p  2005 I 49.86 

Oct 2005 52.52 

Nov 2005 54.02 

Slmmbtu $lbarrel[l) Slmmbtu $ " e l  (1) $/mmbtu 

6.22 39,48 6.07 37.57 5.78 

f.67 48.75 7.50 46.87 7.21 
0.08 51 -29 7.89 49.01 7.54 
8.31 52.46 8.07 49.66 7.64 

Dec 2005 I 54.41 I 8-37 I 52.59 I 8.09 I 49.27 I 7.58 
Transportation costs are not included in #6 oil prices. 

67.92 

Sep 2005 87.35 

Od 2005 88.45 

(1) 6.5 mmbtulbbl 

761.73 11.71 

207.97 16.06 

210.60 4 5.25 

FUEL PRICE FORECAST 
#2 01 

Nov 2005 94.13 224.13 16.23 
I D S  2m ! 94-85! 225.92 ,I ! 5.36 1 
Transpwtation costs are not included in #2 oil prices. 

Month I VbaneJ (2) centslgallon (2) $1" btu 

I a 1 

(2) 5.8 mmbtu/bbl& 42 gaVbb1 
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Month 

Aug 2005 
Sep 2005 
oct 2005 
Nou 2005 
ID% 2005 

FUEL PRICE FORECAST 
Natural Gas 

Slmmbtu 

8.57 

8.54 

8.94 
10.57 
10.12 

Month 
I Aug 2005 

Sep 2005 
od 2005 

Crystal RJvsr 1 8 2 Crystal River 4 & !j 
btultb $/ton Slmmbtu btullb Slton Wmmbtu 

73-22 2.928 12,500 65.34 2.614 
12,500 72.58 2.903 12,500 64.70 2.590 
12,500 73.05 2.922 12,500 65.51 2.620 

12,500 

Nw 2005 $2,500 ' ?2.Q? 

Dac 2005 I 12,500 72.61 
2.919 12,500 65.37 2.615. 
2.904 12,500 64.70 2.591 
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4,  
2. 
3. 
4. 

5. 

8. 
7. 
8. 
9. 

10. 
11. 

12. 

13. 

14. 
141. 
15. 

Fuel Cost cd System Net Generation 
Spent Nucleaf Fuel Disposal Cost 
~ C S r I ~ t m ~  
Adjustrnsnl lo Fuel Cos? 

TOTAL COST OF GENERATED POWER 

Encrgy mt d P .  P. {Ed. E G ~  & C-M) 
Cost E m  PUICJI (Broker) 

Energy Cost of E m  Pur& (Nongroker) 
Energy Cost of Schedub E Economy Pur& 
Capaciy cod ob Economy Purchases 
Payments b Qualifying Fadtities 

TOTAL COST OF PURCHASED POWER 

TOTAL AVAILABLE KWH 

Fud cost of Economy Salsa 
Gah on Economy Sa& - 80% 
Fuel Coat of O W  Power S e b  

18. 
19. w lnadveftsnt Intsrchsw 

20. 

21, Netunbtlkd 
22. companyuu 
23.’ Ti%DOser  

24, Adjusteci System KWH S a k  
25. 

28. Jurisdictional KWH S a k  
27. 

28. Prkr Period True-Up 
29. Other 

30. Total JurisdiCti~nal Fuel Cost 

TOTAL FUEL COST b GAINS ON POWER SAlES 

TOTAL FUEL & NET POWER TRANSACTIONS 

Wlesab KWH Salas (Excl Suopl- Sales) 

J u M  KWH Sales Adj for tine Losses 

34, GPlF ” 

t”440,308,560 
5,767,583 

Q 
38,671.157 

1.484,745,306 

94,031,836 
0 

S?,fJC).25O 
0 
0 

130,14?.661 

322,839.737 

0 
0 

C2t ,S5,7W 
(2,741207) 

0 
0 

(t7:577$41! 

(102684.01 5) 

1,705,296,027 

(5,792.822) * 
4,6?7,2!54 

98,426253 

1,705298.021 
(1 07.244.31 4) 

1 ,598,051,71 3 
1,601~44,360 

76,802,626 
0 

ll6?8.WS,386 

1,429,852,257 10,454.309 0.7 
5,730,430 37,153 0.6 

0 0 0.0 
39.438.402 (767,246) (1.9 

1.475,O21.088 0,724,216 0-7 

93,885.836 f,o35,994 4 .1  
0 0 0.0 

23.8?6,334 74.078910 - 
0 0 0.0 
0 0 0.0 

120,730,408 9,417,243 7.0 

238,304,576 84,530,159 35.5 

0 
0 

30,881 257 
4,t50?23? 

0 
0 

‘1,5X!”m! 

38,581,497 

I ,572.4??,156 132,818,872 8.4 

(1,215,079) (4,577,743) 378.7 
5,003,m 1325,946) IB.5: 

91,!5#.728 * 6,8S3,527 7.5 

1,572,477,156 i 31.111m2 8.4 
(81.81 0,023) 125.434,291) 31 1 

1,490,667,133 t07,384,581 7.2 
1,496,331,664l lO4,912,692 7.0 

76,802,024 2 0.0 

~~ 

1,573,133,692 104,912,694 6.7 

2,139,695 2,139,695 0 0.0 
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l a  
17 

18 
20 

21 
22 
23 
14 
a 
n 
27 

41 
42 
43 
14 
1 
I 
47 

5.Q 5,?4 6.43 6.75 5.65 
1260 16.04 1820 17.14 I7.M 
212 270 2.72 ztz 270 
9.35 9.44 10.011 11 .a0 1 t a  
0.36 0-M 0.S 0.a 0.36 
0.00 0.00 0.00 0.00 0.m 
1.76 4 5 5  4. M 539 CW 

10,476 r0,612 10,745 10,6?8 $$5$J 
14,245 WJ38 3 r p u  13,449 13.8% 

9,647 Q.W 9,661 9.933 a+- 
8.811 8.367 8.- 7,754 7 . a  

10,m l0,OO f 0.m 10,lW 10.18t 

5.74 8-to 6-89 7.20 e m  
1 ais 22-84 22.711 25.06 22.00 

2 . 4  2.60 263 2"61 255 
b.fl 1.71 a 4  e.16 8.w) 
0.38 0.30 a% 0.35 0.35 
0. GQ 0. op 0. Do 0.00 0.00 
4.66 4 . 3 8  4.37 5.M 391 
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61.6 

2.1 

10.6 

5.8 
I t 4  

1 D.2 

03.4 

2l .o 

a3  
10.1 

Bf.2 
42 

w.2 

07.0 0.511 
3-38 

o m  
5 59 

0,OO 
5.m 
6.m 
530 
0.00 
3 m  
2.77 
2-51 
249 
9.20 
0.00 

9.84 

0.00 

0.00 
22m 
16.64 

?9.12 
13.1 
18.85 
17.75 
12-33 
22M 
MM 
6.85 

0.M 
*eze 
12.a 
23.22 
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14 
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