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Diamond Williams I 0000 I -€IC 
From: Bruette Davis [bdavis@kagmlaw.com] 

Sent: 
To: Filings@psc.state.fl. us 

cc: 

Monday, October 11,2010 4:09 PM 

Lisa Bennett; Beth Keating; jbeasley@ausley.com; jwahlen@ausley.corn; 
jas@beggslane.com; rab@beggslane.com; jbrew@bbrslaw.com; 
shayla.mcneill@tyndaIl.af.mil; john-butler@fpl.com; Cecilia. bradley@myfloridalegai.com; 
kelly.jr@leg.state,fl.us; christensen,patty@leg.state.fl.us; john. burnett@pgnmail.com; 
swright@yvlaw.net; rmiller@pcsphosphate.com; Jon Moyle; Vicki Gordon Kaufman 

Docket No. 100001-El: Fuel and Purchases Power Cost Recovery Clause and Generating 
Performance Incentive Factor 

Subject: 

Attachments: FIPUG Prehearing Statement 10.1 l.10.pdf 

In accordance with the electronic filing procedures of the Florida Public Service Commission, the following filing is made: 

a. The name, address, telephone number and email for the person responsible for the filing is: 

Vicki Gordon Kaufman 
Jon C. Moyle, Jr. 
Keefe Anchors Gordon & Moyle 
118 North Gadsden Street 
Tallahassee, FL 32301 
(850) 681-3828 
ykaufman@kagmlaw.com 
jmoyle@kawnlaw.com 

This filing is made in Docket NO. 100001-El 

The document is filed on behalf of Florida Industrial Power Users Group. 

The total pages in the document are 12 pages. 

The attached document is Florida Industrial Power Users Group’s Prehearing Statement 

b. 

C. 

d. 

e. 

Bruette Davis 
__  bdavis@ kagmlaw.com 

Keefe, Anchors 
Gordon 

Keefe, Anchors, Gordon and Moyle, P.A. 
The Perkins House 
118 N. Gadsden St. 
Tallahassee, FL 32301 
850-681-3828 (Voice) 
850-681-8788 (Fax) 
www.kagmlaw.com 

10/11/2010 
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The information contained in this e-mail i s  confidential and may be subject t o  the attorney client privilege or 
may constitute privileged work product. The information is intended only for the use o f  the individual or entity 
to whom it i s  addressed. If you are not the intended recipient, or the agent or employee responsible to deliver it 
to the intended recipient, you are hereby notified that any use, dissemination, distribution or copying of this 
communication is strictly prohibited. If you receive this e-mail in error, please notify us by telephone or return e- 
mail immediately. Thank you. 
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Fuel and purchased power 
cost recovery clause and generating 
performance incentive factor. 

/ 

Docket No. 10000 1 -E1 
Filed: October 11, 2010 

THE FLORIDA INDUSTRIAL POWER USERS GROUP’S 
PREHEARING STATEMENT 

The Florida Industrial Power Users Group (FIPUG) hereby files its Prehearing Statement, 

in compliance with PSC-10-0154-PCO-E1 rendered March 18, 2009, establishing the prehearing 

procedure in this docket 

A. APPEARANCES: 

JON C. MOYLE, JR. 
VICKI GORDON KAUFMAN 
Keefe, Anchors, Gordon & Moyle, PA 
1 18 North Gadsden Street 
Tallahassee, FL 32312 

On Behalf of the Florida Industrial Power Users GrOUD 

B. WITNESSES: 

FIPUG will rely upon the prefiled testimony of witnesses in this docket and their 
responses to discovery and cross-examination. 

C. EXHIBITS: 

None at this time. FIPUG reserves the right to utilize appropriate exhibits during cross- 
examination. 

D. STATEMENT OF BASIC POSITION: 

FIPUG’s Statement of Basic Position: 

Progress Energy Florida, Inc. (PEF) and Tampa Electric Company (TECo) have 
overstated their forecasts of natural gas prices. The NYMEX forward price is readily 
available, and is used by PEF and TECo in deriving their respective fuel cost estimates. 
The forecasts used by PEF, and apparently used by TECo, relies on NYMEX forward 
prices from mid-June. Consequently, the forecasts used are inflated. For example, the 
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NYMEX forward strip price used by PEF in this case is approximately 25% higher than 
the more recent price. These overstated projections, should they be adopted without 
modification, will cause consumers to overpay for fuel and deprive them of funds that 
could be used for other purposes during these difficult economic times. 

Furthermore, as a matter of general principle, FIPUG contends that it would be in the 
interest of energy efficiency for the Commission to more specifically identify all fixed 
and non-volatile costs presently incorporated in the fuel clause and to require utilities to 
segregate these costs in fuel cost recovery dockets for appropriate action. Cost recovery 
clauses by their nature should deal with volatile and unusual costs rather than fixed costs. 
This is especially true now that utilities have redesigned their base rate structures to put 
more emphasis on collecting for fixed costs through energy consumption charges. 
Electric consumption falls in economically recessed times putting fixed cost recovery in 
peril unless new rate increases are granted or concepts, such as, revenue decoupling are 
introduced. When fixed costs are included in the energy charge it likewise discourages 
utilities from promoting fuel saving conservation. Utilities have no economic incentive to 
conserve fuel when all the fuel cost risk has been shifted to customers. Identifying fixed 
and non-volatile costs contained within the fuel clause will increase transparency. 

Because fuel charges are now based more on forecasts rather than actual experience, 
customers are disadvantaged. By Commission order midcourse corrections only occur 
when utilities opt to revise their forecasts or when the forecasts are in error by more than 
10 percent. It appears to FIPUG that the new procedure gives utilities too much leeway 
in setting fuel charges based on internal forecasts that they are at liberty to accelerate or 
postpone. FIPUG recommends that fuel cost forecasts be mandated quarterly or that the 
Commission revert to basing fuel charges on actual rather than forecasted results. 

Finally, in recent years, there is growing concern that the commodities markets may 
currently be governed more by derivative transactions than actual demand for the 
commodity. FIPUG suspects that when prices fell dramatically below forecasts in the fall 
of 2008 and 2009 a significant amount of the benefits customers received when prices 
were rising have been wiped out by utility hedging practices. FIPUG remains concerned 
about significant hedging losses, but must continue to rely heavily on the Commission 
staff to protect consumer interest in connection with the derivative commodities markets 
because, in part, utility hedging practices are deemed to be trade secrets unavailable to 
the general public. 

E. STATEMENT OF ISSUES AND POSITIONS: 

COMPANY SPECIFIC FUEL ADJUSTMENT ISSUES 

Progress Energy Florida, Inc. 

ISSUE 1A: Should the Commission approve as prudent, Progress Energy Florida Inc.’s 
actions to mitigate the volatility of natural gas, residual oil, and purchased power 
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m: 
ISSUE 1B: 

FIPUG: 

ISSUE 1C: 

- 

FIPUG: 

ISSUE 1D: 

FIPUG: 

prices, as reported in Progress Energy Florida, Inc.’s April 2010 and August 2010 
hedging reports? 

No. 

Should the Commission approve Progress Energy Florida, Inc.’s 201 I Risk 
Management Plan? 

No. 

Should the prudence of Progress Energy Florida, Inc.’s replacement power costs 
related to the extended outage at Crystal River Unit 3 be considered in a separate 
docket? 

Yes. PEF has recently requested that the Commission open a separate docket to 
consider the issues related to the Crystal River 3 outage, including replacement 
power costs. FIPUG supports PEF’s request that all matters related to the Crystal 
River 3 outage be considered in a separate docket. Such docket should consider 
all issues, including replacement power costs, adequacy of insurance, and 
appropriate engineering design issues related to the outage. 

Should Progress Energy Florida, Inc. be permitted to collect through the fuel 
clause, amounts related to replacement power due to the extended outage at 
Crystal River Unit 3 prior to the Commission’s determination of the prudence of 
such costs in a separate docket? 

No. Ratepayers should not be required to pay for such costs prior to the 
presentation of evidence and a determination by the Commission in the separate 
docket whether PEF’s actions related to Crystal River 3 outage expenditures are 
reasonable and prudent. Due process suggests that the Commission make a 
determination of the reasonableness and prudency of PEF’s actions before 
additional ratepayers’ property interests, i.e., ratepayer monies, are adversely 
affected and they are saddled with an additional rate increase. Allowing recovery 
before the presentation of evidence related to actions associated with the Crystal 
River 3 outage is putting the cart before the horse. 

Florida Power & Light Company 

ISSUE 2A: Should the Commission approve as prudent, Florida Power & Light Company’s 
actions to mitigate the volatility of natural gas, residual oil, and purchased power 
prices, as reported in Florida Power & Light Company’s April 2010 and August 
2010 hedging reports? 

FIPUG: No. 

3 



ISSUE 2B: Should the Commission approve Florida Power & Light Company’s 201 1 Risk 
Management Plan? 

FIPUG: No. 

ISSUE 2C: What are the appropriate projected jurisdictional fuel savings associated with 
West County Energy Center Unit 3 (“WCEC-3”) for the period January 2011 
through December 2011? (This issue would not be required if the Commission 
were to reject the Stipulation and Settlement that was entered into on August 20, 
2010 by FPL and the Office of Public Counsel, the Attorney General of the State 
of Florida, the Florida Industrial Power Users Group, the Florida Retail 
Federation, the South Florida Hospital and Healthcare Association, the Federal 
Executive Agencies, and Associated Industries of Florida in Docket No. 080677- 
E1 (the “Settlement Agreement”)). 

POSITION: No position at this time. 

ISSUE 2D: What are the appropriate projected jurisdictional non-fuel revenue requirements 
associated with WCEC-3 for the period January 201 I through December 201 l ?  
(This issue would not be required if the Commission were to reject the Settlement 
Agreement). 

POSITION: No position at this time. 

ISSUE 2E: Should the Commission approve Florida Power & Light Company’s proposal to 
recover the cost of the Scherer Unit 4 steam generator upgrade through the fuel 
cost recovery clause? 

- FIPUG: No. 

ISSUE 2F: What is the appropriate time-of-use rate design for Florida Power & Light 
Company ratepayers? 

FIPUG: 

Florida Public Utilities Company 

ISSUE 3A: 

No position at this time. 

Has the bankruptcy filing of the Jefferson Smurfit Company had any effect on 
Florida Public Utilities Company’s northeast division fuel factors? 

FIPUG: No position at this time. 

Gulf Power Company 
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ISSUE 4 A  Should the Commission approve as prudent, Gulf Power Company’s actions to 
mitigate the volatility of natural gas, residual oil, and purchased power prices, as 
reported in Gulf Power Company’s April 2010 and August 2010 hedging reports? 

FIPUG: No. 

ISSUE 4B: Should the Commission approve Gulf Power Company’s 201 1 Risk Management 
Plan? 

FIPUG: No. 

ISSUE 4C: Should the Commission approve Gulf Power Company’s fuel clause recovery of 
the projected costs of landfill gas associated with the Perdido Landfill Gas to 
Energy Facility for the years 2010 and 201 l ?  

m: No. 

Tampa Electric Company 

ISSUE 5A. 

-: 

ISSUE 5B: 

FIPUG: 

ISSUE 6: 

- FIPUG: 

ISSUE 7: 

m: 
ISSUE 8: 

Should the Commission approve as prudent, Tampa Electric Company’s actions 
to mitigate the volatility of natural gas, residual oil, and purchased power prices, 
as reported in Tampa Electric Company’s April 2010 and August 2010 hedging 
reports? 

No. 

Should the Commission approve Tampa Electric Company’s 201 1 Risk 
Management Plan? 

No. 

GENERIC FUEL ADJUSTMENT ISSUES 

What are the appropriate actual benchmark levels for calendar year 2010 for gains 
on non-separated wholesale energy sales eligible for a shareholder incentive? 

No position at this time. 

What are the appropriate estimated benchmark levels for calendar year 201 1 for 
gains on non-separated wholesale energy sales eligible for a shareholder 
incentive? 

No position at this time 

What are the appropriate fuel adjustment true-up amounts for the period January 
2009 through December 2009? 
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FIPUG: 

ISSUE 9: 

FIPUG: 

ISSUE 10: 

FIPUG: 

ISSUE 11: 

FIPUG: 

ISSUE 12: 

FIPUG: 

ISSUE 13: 

FIPUG: 

ISSUE 14: 

m: 
ISSUE 15: 

FIPUG: 

ISSUE 16: 

FIPUG: 

No position at this time. 

What are the appropriate fuel adjustment true-up amounts for the period January 
2010 through December 2010? 

No position at this time. 

What are the appropriate total fuel adjustment true-up amounts to be 
collected/refunded from January 201 1 to December 201 l ?  

No position at this time. 

What is the appropriate revenue tax factor to be applied in calculating each 
investor-owned electric utility’s levelized fuel factor for the projection period 
January 201 1 to December 201 I ?  

No position at this time. 

What are the appropriate projected net fuel and purchased power cost recovery 
and Generating Performance Incentive amounts to be included in the recovery 
factor for the period January 201 1 to December 201 l ?  

No position at this time. 

What are the appropriate levelized fuel cost recovery factors for the period 
January 201 1 to December 201 l ?  

No position at this time. 

What are the appropriate fuel recovery line loss multipliers to be used in 
calculating the fuel cost recovery factors charged to each rate class/delivery 
voltage level class? 

No position at this time. 

What are the appropriate fuel cost recovery factors for each rate classidelivery 
voltage level class adjusted for line losses? 

No position at this time. 

What should be the effective date of the fuel adjustment charge and capacity cost 
recovery charge for billing purposes? 

No position at this time. 
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COMPANY-SPECIFIC GENERATING PERFORMANCE INCENTIVE FACTOR 
(GPIF) ISSUES 

Progress Energy Florida, Inc. 

No company-specific issues for Progress Energy Florida, Inc. have been identified at this time. 
If such issues are identified, they shall be numbered 17A, 17B, 17C, and so forth, as appropriate. 

Florida Power & Light Company 

No company-specific issues for Florida Power & Light Company have been identified at this 
time. If such issues are identified, they shall be numbered 18A, ISB, 18C, and so forth, as 
appropriate. 

Gulf Power Company 

No company-specific issues for Gulf Power Company have been identified at this time. If such 
issues are identified, they shall be numbered 19A, 19B, 19C, and so forth, as appropriate. 

Tampa Electric Company 

No company-specific issues for Tampa Electric Company have been identified at this time. If 
such issues are identified, they shall be numbered 20A, 20B, 20C, and so forth, as appropriate. 

GENERIC GENERATING PERFORMANCE INCENTIVE FACTOR ISSUES 

ISSUE 21: What is the appropriate generation performance incentive factor (GPIF) reward or 
penalty for performance achieved during the period January 2009 through 
December 2009 for each investor-owned electric utility subject to the GPIF? 

No position at this time. 

What should the GPIF targetshanges be for the period January 201 1 through 
December 201 1 for each investor-owned electric utility subject to the GPIF? 

No position at this time. 

FIPUG: 

ISSUE 22: 

FIPUG: 

COMPANY-SPECIFIC CAPACITY COST RECOVERY FACTOR ISSUES 

Progress Energy Florida, Inc. 

ISSUE 2 3 A  Has Progress Energy Florida, Inc. included in the capacity cost recovery clause, 
the nuclear cost recovery amount ordered by the Commission in Docket No. 
100009-EI? 

FIPUG: No position at this time. 
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Florida Power & Light Company 

ISSUE 24A: Has Florida Power & Light Company included in the capacity cost recovery 
clause, the nuclear cost recovery amount ordered by the Commission in Docket 
NO. 100009-EI? 

FIPUG: No position at this time. 

ISSUE24B: Should Florida Power & Light Company’s proposed cost recovery of West 
County Unit 3 (WCEC 3) based on its calculation of $98,411,000 estimated fuel 
savings for 201 1 be approved? 

No position at this time. FIPUG: 

Gulf Power Company 

No company-specific issues for Gulf Power Company we been identified at this time. If such 
issues are identified, they shall be numbered 25A, 25B, 25C, and so forth, as appropriate. 

Tampa Electric Company 

No company-specific issues for Tampa Electric Company have been identified at this time. If 
such issues are identified, they shall be numbered 26A, 26B, 26C, and so forth, as appropriate. 

ISSUE 27: 

FIPUG: 

ISSUE 28: 

FIPUG: 

ISSUE 30: 

FIPUG: 

ISSUE 31: 

GENERIC CAPACITY COST RECOVERY FACTOR ISSUES 

What are the appropriate capacity cost recovery true-up amounts for the period 
January 2009 through December 2009? 

No position at this time. 

What are the appropriate capacity cost recovery true-up amounts for the period 
January 20 10 through December 20 1 O? 

No position at this time. 

What are the appropriate total capacity cost recovery true-up amounts to be 
collected/refunded during the period January 201 1 through December 201 l ?  

No position at this time. 

What are the appropriate projected net purchased power capacity cost recovery 
amounts to be included in the recovery factor for the period January 201 1 through 
December 201 l ?  
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m: 
ISSUE 32: 

FIPUG: 

ISSUE 33: 

FIPUG: 

No position at this time. 

What are the appropriate jurisdictional separation factors for capacity revenues 
and costs to be included in the recovery factor for the period January 2011 
through December 201 l ?  

No position at this time. 

What are the appropriate capacity cost recovery factors for the period January 
201 1 through December 201 l? 

No position at this time. 

F. STIPULATED ISSUES: 

FIPUG: FIPUG is not aware of any stipulated issues at this time. 

G. PENDING MOTIONS: 

FIPUG: FIPUG has no pending motions at this time. 

H. 

FIPUG: 

I. 

FIPUG: 

PENDING CONFIDENTIALITY CLAIMS OR REOUESTS: 

FIPUG has no pending requests for confidentiality at this time. 

OBJECTIONS TO WITNESS QUALIFICATIONS AS AN EXPERT: 

FIPUG objects to any witness being designated as an expert witness unless the 
witness has clearly and affirmatively stated in pre-filed testimony their field or 
fields of expertise and the basis for such expertise. 

J. COMPLIANCE WITH ORDER NO. PSC-10-0154-PCO-EI: 

FIPUG: FIPUG has complied with all requirements of the Order Establishing Procedure 
entered in this docket. 
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s/Jon C. Movle. Jr. 

Jon C. Moyle, Jr. 
Vicki Gordon Kaufman 
Keefe Anchors Gordon & Moyle, PA 
1 18 North Gadsden Street 
Tallahassee, Florida 32301 
Telephone: (8 5 0)68 1 - 3  828 
Facsimile: (850)681-8788 
j rn o v I c fa? kax m 1 aw . c o m 
vkaufman(~kaeinlaw.com 

Attorneys for the Florida Industrial 
Power Users Group 
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CERTIFICATE OF SERVICE 

I HEREBY CERTIFY that a true and correct copy of FIPUG’s Prehearing Statement 
was furnished to the following, by electronic mail and U.S. Mail, on this 1 Ith day of October, 
2010: 

Lisa C. Bennett 
Senior Attorney, Office of General Counsel 
Florida Public Service Commission 
2540 Shumard Oak Boulevard 
Tallahassee, Florida 32399-0850 
Ibennert/~psc.state.fl.us 

Beth Keating 
Akerman Law Firm 
106 East College Avenue, Suite 1200 
Tallahassee, Florida 32301 
heth.keatinr.iir)akennan .com 

James D. Beasley 
J. Jeffry Wahlen 
Post Office Box 391 
Tallahassee, Florida 32302 
jheaslcv’~auslcv.com 
jwahlen@:auslev.com 

Jeffrey A. Stone 
Russell A Badders 
Beggs & Lane 
Post Office Box 12950 
Pensacola, Florida 32591-2950 
‘as” . :cchcpyslanc.com 
kt&,beggslane.com 

James W. Brew 
Brickfield Law Firm 
1025 Thomas Jefferson Street, NW 
Washington, DC 20007 
j brew@bbrslaw.com 

John T. Butler 
Florida Power & Light Company 
700 Universe Bouelvard 
Juno Beach, Florida 33408-0420 
john hutlcr(2?fpl.coni 

Cecilia Bradley 
Office of Attorney General 
The Capitol - PLOl 
Tallahassee, Florida 32399-1 050 
cecilia.bradlevcii)mvfloridalepal.com 

J. R. Kelly 
Patricia Christensen 
Office of Public Counsel 
c/o The Florida Legislature 
11 1 W. Madison Street, Room 812 
Tallahassee, Florida 32399-1 400 
kellv.irir7;ep.state.fl.us 
christen~en.pattv~~le~.state.fl .u~ 

John T. Bumett 
Progress Energy Service Company, LLC 
Post Office Box 14042 
St. Petersburg, Florida 33733-4042 
john.hurnctt@ngnmsil .coin 

Robert Scheffel Wright 
Florida Retail Federation 
Young Law Firm 
225 South Adams Street, Suite 200 
Tallahassee, Florida 32301 
swri&(u>vvlaw .net 

Shayla L. McNeill, Capt., USAF 

Federal Executive Agencies 
139 Barnes Drive, Suite 1 
Tyndall AFB, Florida 32403-5319 
shavla.mcneilli~~tviidall.af.mil 

C/O AFLSAIJACL-ULT 
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Randy B. Miller 
White Springs Agricultural Chemicals, Inc. 
Post Office Box 300 
White Springs, Florida 32096 
miiller~,pcsphosphatc.com 

s/Jon C. Movle. Jr. 
Jon C. Moyle, Jr. 
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