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Before the Florida Public service commission 
Direct Testiaony of 

Earl B. Parsons, Jr. 
In Support of Rate Relief 

Docket No. 891345-EI 
Date of Filing Deceaber 15 , 1989 

Please 1tate your naae, addre11 , and occupation. 

My name is Earl B. Paraon1, Jr. , and my business 

address il 500 Bayfront Parkway, Pensacola, Florida 

32501. I am Vice President- Power Generation and 

Transmission of Gulf Power company. 

Pleaae de1cr1be your educational and buaine•a 

background. 

I graduated froa Auburn Univertity, Auburn, Alabama , 

in 1960 with a Bachelor of Electrical Engin•ering 

degree. I joined Georgia Power Coapany in January of 

1961 aa a Distribution Engineer. I held various 

engineering politiona, 1uch a• Teat Engineer, 

Diatrict Engineer, senior Diatribution Engineer, 

Divilion lngineer, and ~ai1tant Division 

superintendent. In 1972, I becaae A111stant to the 

lxeeutive Vice Preaident . In 1975, I was proaoted to 

Aa11atant to the Pre1ident. In 1977, I beeaae 

Diviaion Manager-Athena and held that poaition until 

I waa elected Vice Preaident at Gulf Power coapany 1~ 
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3 Q. &ave you previou.ly teatif1ed before tbia Co.aiaaio~? 

f A. Yea. I have teatifie4 in Gulf'• latt four retail rate 

5 caaea &D4 a nuaber of other 4ocketa relate4 to •Y 

6 reaponaibil1ty at Gulf Power Co•paDy. 

7 

8 Q. &ave you prepared u exht!»it tbat contain• 1Dforaat1on 

9 to wb1cb you will refer 1n your teatt.ooy? 

10 A. Yea. Sche4ule 1 ia an 1n4ex to tbe aubaequent 

11 

12 

13 

u 

15 

16 

17 

18 

acbedulea to which I will refer. Bach acbe4ule of 

th11 exhibit waa prepared un4er •Y euperv1e1on an4 

direction. 

Counael: We aak that Mr. Par•on•• lxh1b1t, 

coapriae4 of 15 lche4ulel, be 

aarked for i4ent1f1cation ae 

lxhibit --- (IBP-1). 

19 Q. Are 70u tbe apouor of certaiD N1D18ua Pil1D9 

20 bquireMDtat 

21 A. Yea. ~oae wbich I aa •pon•orin;, in part or in whole, 

22 are liated oa lchedule 15 at the end of •v lxbibit. 

23 

2t 

25 

!0 the beat of ay kDowled;e, the inforaation in tbase 

Miniaua Piling Requireaenta (MPRa) ia true an4 correct 

aa it pertain• to ay area• of re•ponaibil1ty. 
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Q. Vbat are your area• of reaponaibility withi.D Gulf 

Power co.puy? 

A. I have relpoDiibility for the Power Generation, Fuel 

and lnvironaental Affaira, and Trana•i•aton and 

Sy1te• control funct ion• at Gulf Power coapany. This 

include• tbe qeneration and trana•111ion of 

electricity; fuel aupply; anvironaantal •ervicea; and 

intarco•pany intercbanqe contract a~ini•tration. I 

alao have overall raapona1b111ty for requaatinq and 

directinq tbe aa11atance which southern coapany 

service•, Inc. (SCS) provide• Gulf Power in the•• 

areal. 

Q. Wbat ia the pu.lp)le of your te1tiaony in th11 

procett41n9? 

A. AI 1tatad by Mr. scarbrouqh, the •ajor factor 

craatinq tha naed for rata raliaf 1• that now all of 

Gulf'• 1hara of Plant Daniel capacity and 63 •eqawatta 

(8W) of Plant Scherer Unit 3 capacity are co .. itted 

for territorial •ervice. Prior to February, 1989, the 

bulk of tbi1 capacity waa coaatttad to and aupported 

by our UDit Power Sal•• (UPS) contracta . In •Y 

Schedule 2, I provide tha coaa111ion with a detailed 

de•crtption of tbe cbanqea in capacity co .. 1t•enta to 

UPS and to territorial 1erv1ce batwaan 1984 and the 
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1990 teat year. Included in the aaount added to rate 

baa• ia 44 aw of Scharer Unit No . 3 which ware 

previoualy coaaitted to Gulf States Utilitiea until 

July 1, 1988. It ia the addition of all of thia 

generating capacity and the aaaociated Operation and 

Maintenance (O ' N) exPen••• Which are creating the 

aajor need for iaaadiata rate relief. Daap1ta the 

bargain which tbia capacity repraaanta for our 

ratapayara, a utility the a1za of Gulf cannot add auch 

large incraaanta of capacity without raquaat1ng 

ravenuea to cover the invaataant and axpenaea . 

Tha priaary aapbaaia of ay teatiaony will be to 

provide thia coaaiaaion with a deacription of the 

Unit Power Salea concept and ataoeiatad benef1ta, a 

diacuaaion of our territorial euatoaera• raquireaents 

for the generating capacity pravioualy aold under UPS 

contracta, the bargain which thia capacity represents 

to our cuato.era, and the effect of thia capacity on 

our rate baaa and o ' H expenaea . 

Q. Mr. ParaOIUI, han 70U reviewed the uauaptiona UDder 

JOar are• of rea~1b111ty u liated 1D MFa P-17? 

A. Ye1. I have reviewed thea• aaauaptiona and aa of the 

op1D1o~ that they are reaaon&ble . I aa prepared to 

ad4r••• the pr1aary a•auaption• and forecaat• aa they 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

1 

2 

3 

f 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2f 

25 

Docket No. 891345-!I 
W1tneaa: 1 . B. Paraon1, Jr. 

Page 5 

pertain to ay areaa of reapon11bility . I believe 

theae aaauaptiona have orig1nate4 froa tbe belt 

1ourcea an4 fiel41 of expertiae available to Gulf. 

Q. Pleue eJ&PlaiD tbe UPI concept. 

A. During the rapi4 growth perio4 of the 19601 an4 ear: y 

1970a, Gulf an4 the southern electric 1y1tea began 

con1truction on a nuaber of coal·f1re4 generating 

un1ta to aerve their exilting loa4 a1 well a• future 

loa41 projecte4 for tha coatng year. At that tiae, 

thaae generating unita ware all raquire4 to aarve 

forecaata4 territorial loa4. During tha 1970a, 

actual loa4 growth an4 forecaata for the future 

droppa4 aiqnificantly for the antira electric utility 

1n4uatry aa well aa within tha southern alactric 

ayataa. Significant unanticipate4 4acreaa•• in 

Wboleaale loa41 alao 1apacte4 tha forecaate4 load 

growth. Becauae of the long lea4 tiaea tnvolve4 in 

bui141Dg large baae load un1tl, the entire 1n4uatry 

waa faetng a 41l ... a. Many ut111tiel were wall into 

the eonatruetioD ata;e for a large nuaber of 

venerating uoita which would not be needed until 

a1;nif1eantly later in tiae. 

loae utilitiea aiaply cancelled their unita, 

reaulttng iD huodre41 of ailliona of 4ollara in lo•••• 
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auffered ~Y their cuatoaer1 and atockholdara . 

Other utilitiea wit h unit• further along in the 

con1truction 1tage decided to coaplete the units, 

reaulting in t .. porary aurplua capacity which again 

re1ulted in lignificant co1t1 to ~oth cuatoaers and 

ltockholdera . 

The southern ayatea was fortunate in tha t it did 

not incur the aagnituda of cancellation and excess 

capacity co1t1 that plagued aany utilities. Instead, 

through the UPS contract•, the southern 1y1tem sold 

capacity off it1 1y1t .. to oil and ga1 ~urning 

ut111t1al. Tbil reaulted in 1ignificant ~anef1ts to 

the cu1toaer1 and the ltockboldera of ~oth tba 

selling and t he ~uying coapaniea. 

The concept of UPS provide• for the return of 

generating capacity to the var1ou1 coapan1a1 on a 

prearr anged 1chedule •• it il needed by our own 

territorial cu1toaer1. AI thia capacity returns to 

the southern ayat .. on a 1chedulad ~alii , it 11 

replaced~ capacity froa newer, aore expansive units 

Wban conatruction ia coapletad. Jvantually, the 

or i9inal UPS contract• reap down and tarainata, and 

the generation capacity will be utilized to serve our 

t erritorial load~. 

VbeD tbe capacity return• for terr1tor1,a! u1a, ita 
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book value on which rata• are baaed will not only be 

ai;nificantly depreciated, but itl book value will 

al•o be baled on the lower con1truction coaa1t•ent 

co1t1 of the 19701 a1 oppo1ad to thole of the 1980s . 

Thu1 , our customer• have the capacity available when 

it il needed to • • rv• territorial loads at a 

liqnificantly lower co1t than ot harwiae woul d be 

po111bla. Newer UPS contract• which cover the period 

f r o• 1993 to 2000 will be addra11ed by Mr. Howell . 

Q. ware either of the unit• at Plant Daniel part of the 

UPS CODcapt? 

A. Yal. The unita co .. ittad to UPS ware New Source 

Parfor.ance standard (NSPS) unit• being conatructed 

on the southern ay1taa . NSPS unit• are thoaa on 

which con1truction 1tartad after 1970 when 

lnvironaental Protection Agency regulat ion• r equired 

axtraaaly low IUlfur dioxide (ao2 ) eai111ons, either 

through the burning of low 1ulfur coal or the uae of 

flue 9&1 daaulfur1zat1on or 1crubbara. The Daniel 

unita were the fir1t and third NIPS unit• in ••rvice 

and aaong tba lowe1t in colt. Schedule 3 of ay 

exhibit ta a lilting of all the NIPS Southam ayate• 

unit• that bacaaa available for Unit Power Sale• and 

thei r re1pectiva coaaarcial operating datea. Gulf 

_j 



r 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

1f 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Docket No. 891345-EI 
Witne11: 1. 1. Par1on1, Jr. 

Pa;e 8 

Power acquired a 50 percent intere•t in both of the 

Daniel unit• at the tt.e Unit 2 caae on-line in 1981, 

for a total of SOO aw of naaeplate capac1ty . Schedule 

f of •Y exhibit ahowa our expected re•erve• wit~ and 

without our Daniel capacity expected on-line in 1981 , 

aa forecaated in March 1979. 

Durin; 1979·1980, the or;anization of Petroleum 

!xportinQ countrie• (OPEC) inatituted the 1econd 

aeriea of oil price increaaea. Thi• 1ncrease is 

illu1trated in Schedule 5 of ay exhibit , which 

clearly 1how1 the 1harp ri•• in oil pricea that 

occurred atartinQ in 1979. Thia cau1ed a 

conliderable llowinQ of econoaic ;rowth throu;hout 

the United State•, includinQ the area ••rved by the 

Southern electric IYitea, and tri;gered aaon; 

oil-burning utilitiel, 1uch a1 tbo1e in Florida, a 

1trong need to replace their oil-fired generation. 

We be;an negotiating UPS tran1action1 with the•• 

coapaniel in 1980 and were able to coaplete tbe 

contract• during 1911 . 

Q. ... tbe Florida 00..1111on previoualy reviewed the•• 

CODtrectl? 

A. Ye1. At tbe concluaton of Gulf ' • 1912 rate caae, in 

Order No . 11498 of Docket No . 820150-IU (CR), tbe 
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coaaiaaion atatad that it bad " ... ax .. inad the UPS 

contract and the aaaociatad coat and allocation froa 

all anolaa •.. " and concluded that our retail cuatoaers 

• ... will benefit handaoaaly froa the aalaa, in the 

••n•• that they will not have to aupport the capacity 

aold 1D a UPS tranaaction for the life of the contract 

but the capacity will be available to aerve them when 

they need it 1D the future, at a relatively reduced 

price wban co•parad with the coat of future 

conatruction.• Alao, at the concluaton of Gulf '• 1981 

rate caaa in Order No. 10557 of Docket No . 810136-IU , 

the co .. iaaion atated that " • . . the dacia1ona involvino 

the axPanaion of Gulf Power ara baaed on the lono-term 

beat intareata of Gulf'• cuatoaara. The coat aavino• 

aaaoctated with Gulf'• participation in Plant Daniel 

and Plant Scharer in lieu of Caryville are exuple• of 

Gulf ' • coordination with The Southern Coapany." 

Q. Wbat tfOUld GUlf'• aDd loutharn•a reaervea be 1D 1990 

with aDd without the UD1t Power lalaa? 

A. lbown on ay Schedule 6 ara both Gulf'• and Southern•• 

forecaated r aaervea 1n 1990 with and without the 

Unit Power lalaa. I need to reeaph .. i&e that all of 

thia capacity waa planned and conatructed to aerve 

forecaated territorial load. If we bad been unable 
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to t .. porarily aell tbi1 capacity off our ayatea , our 

cuatoaera would have been called upon to aupport this 

inveataent and would now likely be payin; auch hi;her 

price• than tbe relatively low electricity coat which 

they currently experience. ~ you can aee, with the 

Unit Power salea, both Gulf and southern are within a 

~0-25 percent reaerve ran;e uaed for plan~in; purposes 

within the Southern electric ayatea. 

Q. vu thia aaae aituation ezperienced 1D prior years? 

A. Yea. Schedule 7 ahowa the planned r•••rv•• for 1983 

~hrou;h 1990 for Gulf and southern both with and 

without tbe Unit Power Sal•• · Alao on tb11 achedule 

are the peat aonth unit power aalea which Gulf aade 

1D each of tho•• yaara . 

Q . Bow doea :>uiel'a book coat co.pare with a new coal 

wait brouglat OD-11Ae 1D lttO? 

A. Schedule I abowa tbia relationah1p. Daniel will be 

utilized for territorial requireaenta durin; 1990 at 

an eatiaated depreciated coat of •265 per kilowatt 

(tw). Bad we been required to conatruct new capacity 

witb an initial 1a-aarvice 4ate of 1990, tba 

eatiaated coat would bava bean •1120 per kw. In other 

worda, building thia capacity today would bava 
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raaultad in coat• to our cuatoaar• of about four 

tiaaa tbe book coat of Daniel capacity. More than 

any other ralationabip, tbi• illuatrataa tba 

ai;nificant value to our cu•toaar•, not only of the 

Daniel capacity, but al•o of our •Y•t .. poolin; and 

Uni t Power Sale• arran;aaant• . 

Q. Row doea Plant Scherer•• Unit 3 book co•t coapare 

with a new coal unit brougbt on-liDa 1D 19907 

A. Schedule 8 alao abowa thia ralation•bip. Durin; 1990 , 

63 .. of scbarar UDit 3 capacity will ba available 

for territorial u•e at an ••tiaated depreciated coat 

of t760 par kw. Once a;ain, had we bean required to 

con•truct new capacity with an initial in-aerv1ce 

data of 1990, the aatiaatad coat would bave been 

t1120 per kw. Alao, wban tba reaaindar of Plant 

Scharer'• Unit 3 capacity i• required for territorial 

u•e, it will ba furtbar depreciated for tbe aaae type 

of benefit relation•b1p de•cribed earlier for Plant 

Daniel. 

ODce ageiD, tbi• illu•trate• the •i;nificant 

value to our cuato.ar• not only of the Plant Scharer 

capacity, but al•o of our ayataa pooling and 

unit Power salaa arran;aaant•. 
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g. What 1• tbe effect of tbe 1Dcluaion of Daniel and 

Scharer capacity for territorial ••rvice? 

A. The coaait•ent of thi• capacity for Oulf'a 

territorial aervice reaulta in the incluaion of all of 

Gulf'• portion of Daniel Unit• 1 and 2 and 63 aw of 

Scherer Unit 3 in our territorial rate baae. This 

additional capacity will provide adequate re~erves 

an~ ia available to our territorial cuato•era on an 

extr .. ely econo•ical baaia. Unit Power Salea have 

bean a •ajor factor in ~•laying Gulf Power coapany•a 

requeat for rate relief ainca our 1984 filing . 

Schedule 9, which I .. jointly aponaoring with Hr. 

Scarbrough, 11 a narrative explaining how the unit 

power aalea have delayed the need for our territorial 

cuato•era to aupport thia capacity through additional 

revenue. Aa reflected on •Y Schedule 10, ~ulf has 

bean an active participant in tbe UPS agree•ents since 

they began in 1983 and our cuato•er• have reaped the 

benefitl . In our previou• rate ca1e, Docket 

140016-II, we preaented the co .. illion with the UPS 

•cbadule. ~at •cbedule indicated that eventually 

Gulf would have to return to the coaai11ion to requeat 

rata relief to cover the co•t• a11oc1ated with the 

capacity returning fro• UPS to territorial •ervice. 

'J'hat t1Jie 1• now. 
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Q. Pl eaae briefly review OUlf' a generat ion eqanaion 

planni.Dg proceaa. 

A. The need for generating capacity ia driven by the 

electr ical raquireaenta of our cuatoaera after due 

conaideration of daaand-aide alternatives . The 

principal factor we conaider in deteraini ng the need 

for new generation facilitiea ia the peak hour demand 

forecaat. Utilitiea typically conaider the deaand 

forecaat over a fifteen-year period or longer in 

planning new generation . 

Gulf'• long-range goal ia to have economical , 

reliable generating capacity available for our 

territorial cuatoaer•' nee4a . In order to aeet the 

anticipated deaand that often develop• irregular ly 

and in incraaent• auch ••aller than the capacity of a 

large, efficient generating unit, and to realize the 

econoaie• of acale inherent in large unita, aoat 

electric utilitiea will con•truct •block•" of 

generating capacity Wbich are teaporarily in axe••• 

of the r equ1r .. enta anticipated at the tiae the unit 

ia 1Ditially brought on line. If the utility were t o 

con•truct a block of generating capacity each year to 

aatiafy only the annual increaae in deaand, thea• 

••all blocka would be auch higher in coat on a per 

unit baai• and auch lower in efficiency. Further , 
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the capacity auat bo planned year• in advance and the 

planning auat conaideT a aultitude of technological 

and econoaic factor• that are conatantly changing. 

In planning generating capacity additiona , Gul f 

haa certain advantage• that greatly benefit i ta 

cuatoaera . Gulf , Alab .. a, Georgia, and Kial ill ippi 

Power coapan1ea, and Savannah Electric and Power 

coapany coapriae the Southern electric ayatea, which 

operate• aa an integrated generation and tranlaiaaion 

network over a four-atate area . coordinated planning 

with our southern ayatea affiliate• along with the 

capacity equalization proc••• of the Intercoapany 

Interchange contract (IIC) allow• for the ataggered 

conatruction of larger, aore efficient generating 

unitl apread throughout the southern electric 1yatea . 

Q. II.U the ec-ua1on previouly reco9Jlized the aav1Dq1 

.. aocicted with the purchaae of the Scherer capacity? 

A. Yea. In Gulf'l ltiO rate caae, Docket No. 800001-EU, 

and again 1D aub1equent rate ca1e1 in Docket• 

No. 110136-IU, 820150-IU, and 8t0086-II, t be 

Coa.i•aion allowed recovery and aaorti lation of the 

caryville ca~cellation char;ea on the baaia of the 

aavin;a to be realized through tbe purchaae of Plant 

Scherer generating capacity. 
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Q. would you plea•e su..arize the event• lead1D9 to the 

cancellation of the plant at Caryville and tbe 

aubaequent purcba1e of Scherer unit 3 capacity? 

A. Our october 197• load forecaat in~icate~ caryville 

Unit 1 could be deferre~ froa 1979 to 1980. In 

October 1975, Gulf deferred caryville Unit 1 for two 

a~ditional year• becau•e of the availability of 500 

aw of 9enerat1ng capacity at Plant Daniel. The 

pureha1e of Plant Daniel eapacitY wa1 an excellent 

opportunity for Gulf Power coapany to a~ 9enerat1n9 

capacity at conaiderable ••~1nga for ita cu1toaers as 

was noted by the Comaialion 1n Doeket No. 840086-II. 

Subaequently, Georgia Power coapany deterained 

that, due to declining load 9rowth, 1t would have 

capacity available for sale at its Plant Scberer in 

t he a1d-1980s. Plant Scherer would con1ist of four 

818 aw naaeplate units. After inforainq the 

coaa111ion of its intentions, Gulf Power co•pany beqan 

diacuaaionl with Georgia 1D 1978 regardin9 the 

poa11ble purcbaae of capacity at Scherer. ~e 

potential for purcbaae enabled Gulf to evaluate the 

poaaibility of eancel1n9 caryville Unit 1 because of 

the li9Dificant aavinqs to be realized. lubaequently, 

the deciaion waa •ade to cancel caryville Unit 1 and 

to purchase a portion of the available Scherer 
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Q. What aaount of Plant lcbarar capacity did GUlf Power 

coapany originally plan to purcha•• froa Georgia 

Power co.p&n7? 

A. Scherer capacity froa Unita 1 through t waa 

ori;inally included in our budqat prepared in late 

1978. At that ttae, we planned to buy a total of 

432 aw of capacity froa 1985 to 1987. 

scbarar UD1ta 3 and t ware aubaaquantly deferred 

froa 1985 and 19a7, to 1987 and 1989, raapactively; 

and Gulf ali9htly aodifiad ita planned participation 

from 13.3 percent of all four unita to 25 percent 

each of only Scbarar Unita 3 and t, rapraaentinq a 

total of tOt aw of nat qanarat1nq capability. 

Q. Did GUlf further rev1•e it• participation in Scherer? 

A. Yea. Gulf Power coapany raviaad it• participation in 

Scharer in 1913 to exclude participation in Unit t. 

The 4ac1a1on not to participate 1D Unit 4 waa a 

raault of continuing uncertainty with ra•pact to 

future d .. and and the anticipated opportunity to aeet 

daaand 1ncraa••• throuqh other •upply option• a• wall 

a• daaand •ida optiona. Cbangaa in ••ttaated future 

generation co•t• •inca that t1•• have confiraed that 
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Gulf'a next capacity needa could be better aerved by 

conatructing additional peaking capacity aa opposed to 

the purcbaae of additional baae load capacity . Load 

growth baa alao been aet by the extena1on of \.he 

eatiaated retireaent datea of our exi ating units. 

Baaed on the atudy coapleted in early 1987, Gulf 

deterained that it waa aore econoaical to extend the 

expected retireaent date of ita exiating units rather 

than conatruct or purchaae additional generation. 

Q. Bow auch Scherer capacity ia GUlf requeati.ng be 

1Dcluded 1D ita rate b .. a? 

A. Gulf'a ahare of Plant Scharer Unit 3 ia 25 percent, 

or 212 aw. Of thia .. ount, 149 aw ia preaently 

dedicated to UPS; and wa requaat that the remaining 

63 aw be approved by the co .. iaaion aa an additiou to 

Oulf'a rate baae. 

Q . Wb7 abould tile 63 • of Scherer capacity be 1Dclu4ed 

1D tile ~ate baae? 

A. Vban GUlf firat caae before thia co .. iaaion in 1978 

to review ita propoaal to abare in Plant Scherer, the 

eo .. iaaion agreed with ua that there were significant 

benefita to be gained for our cuatoaera by our 

participation in Scherer rather than conatruct1ng 
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caryville at that tiae. In addition to conatruction 

coat• aavinqa , our participation in UPS ben•fitted 

our own territorial cuatoaera, •• well a• cuatoaers 

of otbar ut111t1ea in Florida purchaainq 

"coal•by·wire" aa a aubatituta for oil-fired 

generation. Tba co .. iaaion encouraqed u1 to proceed . 

wa have reviewed with thia coaaiaaion ou~ plana to 

share in Plant Scherer in our laat four rate caaes , 

and in nuaaroua other proceedinoa. Without 

exception, the coaaiaaion baa agreed with ua that 

inveatinq in Plant Scharer waa the prudent cour••· 

The coaaiaaion alao continued to encouraqe ua to aake 

off-ayataa aalaa to the aaxiaua extent poaaible. we 

have done thia. Daapita thaae efforta, we have been 

unable to aarket 63 aw of Plant Scherer capacity that 

we are requeatinq ba aupported by our territorial 

cuatoaera for whoa thia capacity waa built. 

Q. lloW that Plut Caryville bu been cucelled, what 

will becoaa of tbe caryville aite? 

A Caryville ia certified under the Power Plant SitinQ 

Act and ruaina one of the few auitable aitea in 

Morthweat !'lorida for a ateu electric qene,ratinq 

plant that 1a a viable location for future qeneration 

need• for GUlf Power and the southern electric 
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•Y•t... Ivan thou;b tbe two 500 aw unit•, certified 

in 1976 under Florida'• Power Plant Sitin; Act, have 

been cancelled, the •ite reaain• certified for 3000 aw 

of capacity. With •uppleaental application• t o •tate 

environaental a;encie•, the 8ite can be utilized for 

coal-fired qeneration in the future. Gulf'• customers 

will benefit by havin; a certified •ite ready for u•e 

when new ;enerat1on i• needed . The ;eolo;ical and 

other •ite work which wa• previou•ly coapl•ted will be 

utilized when a unit i• built in tbe future . 

Therefore, caryville ia •till a viable, certified 

•ita for future ba•• load coal capacity in the 

southern •Y•t.. . !be Coamillion aqreed with 

caryville'• inclu•ion in rate ba•• •• plant held for 

future u•e in Docket No•. 800001-II, 810136-EU, 

820150-IU and 840086-II . In order No. 9628, the 

couia•ion •upport• this 4eci•ion by •tatin;, •we 

agree with the coapany that it• plan• for the •1te are 

•ufficiently definite to warrant it• incluaion, and 

that to deny the reque•t would be to the d1•a4vanta;e 

of ratepa7era 1D the lon; run.• Inclu•ion of the 

Caryville aite in rate ba•• a• plant bald for futura 

u•• i• •till a prudent deci8ion by the coapany and 

•bould be approved by tb1• co .. i••ion. we feel that 

it 1• extraaely 1aportant for t bi• Coaai••1on to 
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continue to recoqnize the future value of thia aite 

to our cuatoaer a . It i l for thia reaaon that we are 

holding thia aite in plant held for future uae . 

Q. II the pre1et property owned by Gulf Power Coapuy 

at Ceryville of • auf ficient •ize to acc~odate 

tha•e long-ranve plan•? 

A. No. Change• in env1ron.ental regulati on• now r equire 

flue ga1 delulfurization (PGD) 1yateaa or aerubber• 

to be inltallad on any genaratin; unitl conatructed 

at tba •ita. Additional •pace will be requ~red for 

tha •erubber• and al•o for d11po1al of the 1crubber 

lludga. In addition, preaent plana would call for 

aore aconoaical 100 aw unita with acrubbera to be 

utilized at the Caryville lite, rather than 500 aw 

unite. Bacauae of the increa1ad 1ize of future baae 

load coal unit• and the additional land required for 

•crubbera and their by•productl, it il nace1aary that 

Gulf purcha•e additional land a1 it becoae• available . 

Q. Wily u tlai• ackUtional land purchue lllportant at 

tla1.8 t1Mf 

A. Since tba unit• ara not needed 1Madiataly, Gulf can 

••cure the available property a• it co.a• on the 

aarkat at a auch lower price. If wa ware to wait 
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until the coaaenceaent of con1truction, condeanation 

proceeding• aay be necettary and the value of the 

land will probably be tignificantly higher . Tbe 

extreae difficulty we would face 1D acquiring and 

certifying aitea in tbe future aaket it prudent to 

proceed with tha purchaae of additional property at 

caryvillM at it co••• on the aarket. Without the 

inclution of the fundi 1n our budget for buying the 

additional land, our cuttoaert will be tubjected to 

expected higher eottl of acquitition in the future. 

we feel the purchate of land for thia aite aa it 

becoaea available it a prud~nt action. 

Q. You 1D41cated that your areu of retpont1J)ility 

iDeluCS. ProduetioD &Dd 'ft&Dnitlion. Bow do Gulf' • 

0 ' M expenaet budgeted for 1990 1D tbete ~••• 

c~• to prior 71ar 1919? 

A. Within the Production area , Gulf'• o ' M expen••• are 

projected to deer•••• by •26,098, or 0.05 percent, 

froa 1989 to 1990. Tranta1ation expen••• increaae by 

fl.O aillion, or 17.0 percent, for tbia aaae period. 

AD explanation for tbeae variance• can be found on 

Mr. Scarbrough'• Schedule 1. Thit coapariton and the 

explanation provided indicate that the overall 

variance for tbete ar•a• for 1990 o • M expen••• over 
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Q. Pleaae au..ar1ze tbe 1990 o • M bud;et aa it pertain• 

to your areu of raapona1b111ty . 

A. The total 1990 0 & M bud;et, leaa fuel and purcha,ed 

power, 11 •129.7 •ill1on. Of th1a aaount, thoae 

function• under •Y re•ponaib111ty have t60 million 

budgeted . 

When Gulf caae before thia co .. iaaion in Docket 

No. 840086-II, we 1tated that our 1984 budgeted 

projection• ware the level required for normal 

operationa. In order No. 14030 , the Coaa1aaion 

reduced the .. ount r~eatad baaed on actual 

expenditure• through July 1984 baing under the 

budgeted level needed for nor.al operationa, a• well 

•• other adju1t•ent1 •ade ralatin; to banc~ark 

jult1f1cationl. tb11 further reduced the allowed 

o & M below the level needed for nor.al operations . 

Therefore, we 4o not believe that the level of o & M 

allowed 1D Order No . 14030 il an appt"vpriat,e level to 

uae for a bue year. U1ing the •ore raal11t1c 1983 

o ' M level allowed in co .. 1111on Order No. 11498 •• 

the baae, the Production and Tran1a111ion function• 

are under the benchaark by •2.1 a1111on . Th1a 

1nd1catea that the u1e of the 1984 allowed 0 & H, 
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which we con1ider to be le11 than nor.al operationa, 

requirea a apecial jultification of a larger portion 

of our 19tO o • H than would have been nec•••ary bad 

a nor.al level of o 6 M been u1ed a• the baa• year. 

Q. 110twitllatu41Dg your upre11ed concerna, plea•• 

co~• GUlf'• 0 6 M axpenae1 for 19t0 to tbe 

bencbaark level for each of rour areaa. 

A. Shown on ay Schedule 11 il the o 6 H aenc~ark 

coapari1on for thoae function• in ay area of 

reaponaibility. The juatificationa for the variances 

are located in MrR c-57; however, I would like to 

provide further explanation for the lnv1ronaental and 

southern coapany service• Re1earch and Development 

(R,D) and fuel related expen••• of tho•• variancea. 

AI noted on ay Schedule 11, Hr. Colen Lee will addr••• 

the reaaining •steaa Production• and •other 

Production• expenae1, and Mr . Bill Howell will addresa 

•Tranaai•aion• and •other Power supply• •XP•n••• · 

In the Production area, we are over the benchaark 

for re1earch and developaent project• by •210,000. 

lacb of tbe project• lilted in MFR c-57 haa been 

undertaken in an effort to aatntain the loweat coat 

of aervice to our cu1toaera while atrivinv to ainiaize 

our iapact on the environaent and to •••t 1ncreaa1ngly 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2t 

25 

Docket No. 891345-EI 
Witne11 : I. I. Par10n1, Jr. 

Paqe 24 

1tringent environ.ental requlations in the most 

efficient aanner po111ble . Theae re1earch and 

develop•ent project• reflect Gulf'• co .. itaent to 

continue developing and te1ting new technologiel to 

•eet that goal. 

Tbe co1t1 related to the llectric Power Research 

Inat1tute (!PRI) have al1o increa1ed by $242,000 for 

the Production function. The 1990 budget i ncludea 

payaent• to EPRI aaount1ng to 11.6 a1111on. Schedule 

12 1how1 the 1990 budget for IPRI by it1 various 

d1vil1ona. IPRI il a non-profit organization 

dedicated to conducting re1earch and developaent on 

behalf of tbe nation'• electric utility indu1try. It 

il voluntarily funded by aore than 600 utilities 

throughout the u.s. and include• inve1tor-owned and 

publicly owned utilit1el and rural electric 

cooperativea. The benefit• of IPRI projects are •uch 

greater at le11 co1t fro• the1e national efforts than 

if Gulf privately funded itl own re1earch. 

All •eabera of the varioua IPRI co .. itteel, drawn 

froa the operating co•paniel of the southern 1y1te•, 

repre1ant n~t only the individual operating co•paniel 

but the entire southern IYite•. Oulf, if it were an 

11olated co.pany, would not be able to receive the 

benefit• of partieipat.ion in the large nuaber of EPRI 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2f 

25 

Docket No. 891345-EI 
Witneaa: 1. B. Paraona, Jr . 

Paqe 25 

project• due to the coaaitaent in f un4a an4 t 1ae 

r equired to aerve on IPRI coaaitteea. Becau1e it 11 

a unit of the s outhern electric ayatea, Gul f receive• 

the benefit of ayatea aonetary an4 tiae co .. itaents 

a a4e by t he otber operatinq coapaniea an4 has ita 

viewa aade known to IPRI in a fal hion tbat otherwise 

would not be poaaible. 

Q. Ia Gulf a boat utility for ADY onqo1Dq IPRI aponaored 

prograaa? 

A. Yea. Gulf, in conjunction witb southern coapany 

service• (SCS) , i a evaluatinq a 10 aw, biqh aulfur 

coal fabric filter baqhouae for aah collection at 

Plant Scholz. The ba;houee il an alternative to 

electroetatic precipitator• which aay be nee4e4 to 

coaply with increaeinqly atr1nqent particulate 

eaitaion etan4ar41. The reeulta of thia reaearch 

effort will be ueeful for future application• of 

baqhouaea nationwide. 

Q. Are tbare uy projeeta 1D Wbich IPU ud Gulf or 

lOUthan are jo1Dt part1c1puu? 

A. Yea . GUlf Power and '!'he southern coapany have been 

awarded co- fun41D9 by the rederal Departaent of 

lnerqy (DOl) for 4aaonetration project• un~er the 
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DOI ' a Innovative Clean coal Technology Development 

Progru. Thia proqru ia deaigned to conduct 

reaearch and pilot acale teating of new .. iaaion 

control technologiea and other ayataaa to iaprove the 

effic1enc1ea of burning coal to generate electricity . 

TWo of the four projecta awarded to Southern are 

located at Gulf'• fac1lit1ea. Theae project• are 

co-funded by DOE , southern , and EPRI . Southern will 

provide the technical expertiae and leaderahip for 

the clean coal projecta through ita deaign , 

leaderahip, progr .. developaent, and project 

aanageaent. IPRI, aa a partner, will pr ovide 

technical expertiae, co-funding, and report 

d1atr1bution . Gulf , aa a aponaor , will allow the 

project• to be 1apleaented on exiating boiler• at 

Plant Criat and Plant Saitb during the 1989-1992 time 

fraae. In addition, Gulf will provide operations 

aupport for both projecta, and conatruction 

aanagaaent on the criat project . OUlf, IPRI , and scs 

bave a definite role to pl ay with no duplication of 

effort aaong the three partnera. 

IPII ' a propoaed reaearch and developaent prograa 

1ncl u4ea ~nditurea which are apr ead over 

approx18ately 60 different at rategic prograaa. Gulf 

Power Coapany or Southern coapany Servicea could not 
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duplicate either the ran;e of expen1e1 of IPRI or t he 

nuaber of pro;rua. 

Q. Ia there naearch that OUlf UDdertatea iDdependent of 

IPU? 

A. Yel . Gulf, throuoh the l'lorida llectri~ Power 

coordinating Group (I'CG) ud southern coapany ser vice• 

(SCS), conduct• or aponaora raaearch independent of 

IPRI that aay be of aore re;1onal or local 

a1;nif1cance. Alao, aoae project• aay require a 

••aller 1cale than IPII can efficiently undertake. 

ror exuple, Gulf Power Coapany, aa a aeaber of 

the reo, participate• in the fund1D; of an acid 

depoa1t1on aonitorin9 network in Florida. Thil 

pro;raa continue• the aon1tor1n; of the Florida Acid 

Depoaition Study which waa coaplete4 in 1986. ~·•• 

efforta are 4ea1gned to continually deteraine the 

1apacta froa acid rain, if any, on the environaent of 

l'lor14a. fte aonitorin; network 1a in operation to 

detera1De uar trendl 1D the acidity of Florida'• 

rainfall. !be data obtained alao coapleaenta the 

Rational Acid Precipitation ~••••••nt Prograa 

(KAPAP) Wbtch 11 an aaaeaaaent of the effect of acid 

depoaition in the UDtted stataa. 

The reo concentrate• ita effort• aolaly on the 
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state of Florida, ita citizana, and it1 cliaate and 

hal projected the effect of Florida'• eaiaaion• on 

the northea•tarn area of the United Stataa. The work 

accoapli lhad by the FCG baa bean inatruaental in 

daaonatratinq that Florida doaa not have an acid 

dapoaition problea . Tbeaa effort• ware ilolatad to 

Florida only, wber ea• , IPRI'I work 11 nati onwide . 

Another exaapla would be the Florida Seepage Lake 

Study. It hal been widely known 11nce the 19601 that 

Florida baa a nuabar of highly acidic lake•. That 

fact wa• aupported by a 1986 1urvay of lake quality by 

the Bnvironaental Protection Agency (IPA) that found 

Florida had the bighe•t nuabar of acidic lakea in the 

United stat•• · 

The FCG, IPA, an4 EPRI have joined with the 

United state• Geological survey (USGS) and the 

Florida Dapartaant of lnvironaantal Regulation (DER ) 

to addr••• that concern. Three lake• are bai ng 

atudied: Lake Lucerne in Central Florida, Lake Barco 

in North Flor14a and Lake Five-0 in Northwa1t 

Florida. Field work baa begun and praliainary 

f1nd1Dql aboul4 be coaplatad in tiaa t o contribute 

data t o MAPAP. 

ICr. Par•ou, do 70u feel that GUlf' • level of 
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participation 1D reaearch project• ia appropriate and 

prudent? 

Q. Bow do budgeted upeuea for southern eo.pany 

.. rvicea COIIPU'e to the bencbaark? 

A. Southern Coapany Service• (SCS) expen1e1 are over the 

bencbaark by 1907,000 priearily because of new 

environaental and reaearch pro;raa• which have been 

e1tabli1hed aince our 1984 filing . The coaa1111on•• 

firat adjuataent wa1 baled on annualizing the 1984 

actual expenditure• throuqh July and coaparing thi1 

level to the 1914 budget . The difference of 

11.9 •1111on wa1 re•oved fro• the reque1ted o ' H 

level. on Schedule 13, a coapariaon haa b~~n aade of 

the 1914 budget to the 1914 actual expen1e1. scs 

charge• were under budget by 11.1 •illion ver1u1 the 

tl . t •1111on reduction •••e•••~ by the coaa111ion in 

order No. 14030. Thua, the actual expenae• in 1984 

were •716,121 over the allowed aaount. Approxiaately 

•llt,OOO of thia .. ount waa in tbe Production 

fwact1on . fte rua1n1D9 adju•t•ent •ade by the 

co .. ialion 1D Order No. 14030 waa for production 

engineering axpenaea. MFR c-57 provide• o detailed 

juatification for the total variance in the 
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3 Q. Wby doe• CUlf uttllze sea for 1upport 1ervtce1? 

f A. scs provide• GUlf with the ao1t econoaical aean• of 

5 obtaining a portion of the expertile and aanpower 

6 needed to fulfill our obligation of •arvi ce t o our 

7 cu1toaer1. sea •taff aeabar• are available aa an 

8 

9 

10 

11 

12 

13 

exten1ion of Gulf'• 1t aff , on call a• needed, and 

re1pon11ve to our needa. scs il an in•hou•e aervice 

organization within the southern electric •Y•tam tbat 

providal, at colt, a aultt tude of technical, 

aciant1fic, financial, and advi1ory aervicea to th~ 

operating aeaber• of The southern coapany. scs staff 

14 aeaber• aaintain coaplete file• of work perforaed for 

15 

16 

17 

18 

the operating coapaniel and aay be contacted on a 

daily ba111 e11entially a• a part of our 1taff. The 

load ratio •hare of auch of the expert11e provided 

through 8C8 allOWI Gulf to aini•iza ita COitl through 

19 fewer aaploya&otl of out1ide con1ultant1 who would 

2 0 require axten.iva briefing on the background of aany 

21 t11Ua1; Wbaraa•, sea, through it• daily contact with 

22 

23 

Gulf, 11 faailiar with the1e i11ue1 and our needa. 

24 Q. You bave etated tbat JOU ut111ae scs for etaff 

functiou . Do you participate 1D their budget 
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1 develos-ut? 

2 A. Yea . lach area of scs aubaits copies of ita 

3 prelt.inary budgets to Gulf for review and co .. ent. 

4 If there are certain iteaa or aanpower requireaents 

5 that do not appear reaaonable, they are diacuaaed 

6 with scs and the other operating coapaniea for 

7 

8 

clarification and adju1taent to the budgets . 

9 Q. Mr. ParaOAa, bow do you detera1ne and control the 

10 work of sea? 

11 A. Gulf prepare• a written requeat to sea for apecif1c 

12 1t .. a that are needed. The Accounting Departaent of 

13 scs then eatabl1abeo a work order nuaber. All coat• 

14 of scs relating to th1a work are charged to thia work 

15 

16 

17 

18 

19 

20 

21 

22 

23 

order nuaber. Tbe char;•• are tranaa1tted to Gulf on 

a aontbly baa1a and reviewed by the individual 

reaponaible for initiating the f1rat requeat for tbis 

work. It 1a then reviewed and approved by the 

Director of that dapartaent prior to returning the 

voucher to Gulf'• Accounting Departaent. 

Mr. Lee and Mr. Bowell will addreaa the role of 

sea aa it relate• to each of their departaenta. 

24 Q . Vlaat coal atoe1Ep1le level baa Gulf bHD aa1Dta11liD9 

25 for ita coal-fired gaaerat1oo? 
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Prior to 1984, our policy wa• to aaintain a coal 

inventory level equal to a 60-4ay burn at full 

naaeplate capacity. Tbil aeant that we planned to 

have enou;b coal on band 10 that, in an eaer;ancy, 

our coal-fueled unita could run the equivalent of 60 

daya loa4a4 to full naaeplata ;anaratin; capacity. 

We per1o41cally ravtawa4 that policy and determined 

tbat 60 day• naaeplate burn wa• a prudent and 

nece11ary laval. 

Durin; the 19801, coaputar technology advanced to 

the point that coal 1tockpile aodel• coul4 be 

utilize4 to predict a dalired inventory level. Gulf 

utilized an outlida conaultant durin; 1984 to perform 

a coaprehen1ive atudy Ulin; thele new analytical 

tachniquaa. The atudy aupported Gulf'a coal 

inventory propoaal in Docket 840086-IU. The 

coaataaion 1taff uae4 output• fro• the conaultant ' a 

aodal with different 1nputa to evaluate our propot•l. 

Tb~ ra1ult, Wb1cb wa• e~lained in the coaai111on'• 

order No. 14030, raaulted 1n an inventory level and 

equivalent work1n9 capital allowance for 108 days 

projeete4 burn or 57 d&ya naaeplate. we accepted 

thil lower inventory level aa reaaonable and adopted 

it aa our policy. 
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Q. Haa GUlf Power raviaad ita policy relative to 

inventory level? 

A. Yaa. Gulf Power doaa an annual review of appropriate 

inventory lavala . Thia r eview ia conduct•~ prior to 

beginning tha budget proceaa ao that any cban;e in 

daairad inventory l evall can ba factored into the 

fuel budget . 

Q. What ra1ourcaa were utilized 1D developing the 

inventory level? 

A. The llectric Power Reaaarch Inltitute (!PRI ) and the 

electric utility induatry have bean workin; on an 

acceptable co•putar inventory •odel to utilize in 

opt1•izin; fuel invantoriaa. The Utility Fuel 

Inventory Modal (UFIHJ waa teated by a nuabar of 

utilitiaa, 1Dcludin; southern, and now 1• ;enerally 

accepted by both tbe electric utility indu•try and 

•any public aarvica co .. iaaiona •• tbe 

atate-of-the-art •od• l in deterainin; appropriate 

inventory laval• . 

Tba purpo1a of UFIH ia to balance tbe eo1t of 

carrying a fuel Jtoc~pila a;ainat the probabil1•t1c 

co1t of load not be1D; 1arved 1bould a utility run 

out of fuel. Tba colt of carryin; a particular level 

of coal inventory 11 ai•ply tha carrying char;•• 
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a110ciated with the inveataent in the coal pile. The 

aodel internally coaparea that co1t with the 

e1tiaated co1t1 of running out of fuel and having to 

purchaae eaergancy anergy froa aoae aource outaide the 

southern electric •Y•t••· The riak o ~ running out of 

coal 11 related to the probabilitiea of aupply 

di1ruption1 or burn uncertaintiel. 

urtH con11der1 1uch input• aa the fuel heating 

value, the plant beat rate, territorial energy aupply 

uncertainty, •upply con1traint1, and dilruptiona in 

1upply or burn. Thea• dilruptiona include 

probabilitiel a11oc1ated with lock outage•, frozen 

riverl, drought, other tranaportation ri1ka, coal 

unloadar failure, etc. 

Q. wa• a atudy of Gulf Power • • coal inventory perforaed 

for tba 1990 rual audvat? 

A. Yea. The U?IM wa1 run u11ng tbe late1t available 

burn foreca1t and updAted .,,uaption1. After 

reviewing the ra1u\t1 of tba 1tudy, a dec111on waa 

aade on a new inventory level policy. 

Q. What 11 the llW illvatory level? 

A. The new da11rad inventory level il 53 day• at 

nameplate capacity burn or 105 day• projected burn on 
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a ayat .. wei;hted avera;• baaia . Schedule lt reflects 

the old and new inventory policy for each of Gulf ' s 

;eneratin; plant• for the syatem . 

Q. Baaed on thi• new policy, what ia Gulf'a forecasted 

1990 1Dvazatory? 

A. our 13-•onth avera;e coal inventory for 1990 i8 

f oreca•tad to be J57.4 •illion, representin9 

approx1aately 1 . 0 a1111on tona. A 4eta1le4 

calculation of the inventory 18 contained in 

MFR B-17a. 

Q. lfbat price wu ued to calculate the avera;e 

inventory level for the 1990 Fuel Budvet? 

A. The price• u•ed were co•piled by the 1990 Fuel 

Bud;et . Tbe FUel Budget is developed U8in; the 

southern electric ayat•• ruel Optt.ization and 

Jvaluation syate• (FOIS) •odel. The details and 

aaauaption• uaad 1D thia •odel are 4eacr 1bed in HFRs 

r-t an4 r-17. The •o4el doe• an individual 

calculat ion of price for each contract usin; the 

actual ••celation elauaes and projected indexes. 

Prices of apot •arket coals are forecaat fro• 

inforaation developed at fual price scenario se•1nara. 
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1 Q. Rave you included 1D your requeat for work1D9 capital 

2 an a.ount for 1D-trana1t coal? 

3 A. Yea. Under Gulf'a coal procureaent proqraa, payment 

4 ia required prior to receipt. Title and 

5 reapona1b111ty for the coal ia Gulf'• once the coal 

6 ia loaded into the barqe; therefore, Gulf bas capital 

7 1nveated in coal which it baa not received and ie not 

8 included in ita inventory. A calculat ion of the 

9 aaount requeated ia included in HFR B-17a. Since a 

10 aajor portion of Gulf'• coal aupply 1a delivered by 

11 bar;e, conaiderable tiae ia involved in tranaportin; 

12 tbe coal to tbe plant aitea. Tbia inveataent in coal 

13 that ia in tran11t hal a •1;n1ficant effect on the 

14 coapany'a calb flow deteraination at any ;ivan tiae. 

15 For thia reaaon, tbe in-tranait coal aaount abould be 

16 included in tbe workin; capital coaponent of Gulf'• 

17 rate baae. 

18 

19 o. Pla ... au.aarize rour teatt.oor. 

20 A. The co .. 1taent of the Daniel and Scherer capacity for 

21 territorial aervice ia tbe aajor factor creatin; 

22 GUlf'• need for rate relief. Participetion in 

23 off-ayatea aalea by Gulf provided revenue• froa 

24 teaporarily aurplua energy and capacity and the 

25 opportunity to purcbaae tbia low coat ;eneration at a 
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aavin;a to our cuatoaar1. ~ provided by tha UPS 

contract1, thil capacity il now available to aupport 

our own territorial requir .. enta. By raturninq this 

capacity to our rate bale, we au1t alao return all 

aa1ociated coata. 

I have explained the variance between our 1989 

and 1990 0 & H expen•e•. I have provided additional 

juatification on the 0 ' H Benchmark variance~ for 

tho•• areal under ay reaponaibility. 

Finally, I have pre1ented to the coamiaaion the 

baail for our delire4 coal atockpile level of 53 days 

at naaeplate capacity burn or 105 day• projected burn 

on a IYit .. average ba1i1. Bafor: I conclude, I would 

like to add that I .. extreaely proud of tbe effort 

which our eaployeea have put forth to operate our 

ayatea in an effective and efficient aanner. we have 

d .. onatrated again that we are doing a good job in 

keep1nq our coat• at the loweat reaaonable level 

poaaible 1D providing reliable aerv1ce to our retail 

euatoaera. We will continue to operate our area• of 

reaponaib111ty in tb1a aanner. 

Q. Doea tbLa eooelude JOUr teat1aony? 

A. Yea. 



STATE OP FLORIDA ) 

COUNTY OF BSCAMBIA ) 

AFFIDAVIT 

Before ae the undersiqned authority personally appeared 

Earl B. Parsons . Jr •• who first beinq duly sworn. says that 

he is the witness naaed in the teatiaony to which the 

Affidavit 1• attached; that be prepared said teatiaony and 

any exhibits included therein on behalf of Gulf Power Coapany 

in support of ita petition tor an increase in rates and 

charqee in Florida Public Service Coaaiaaion Docket No. 

891345-BI; and that the aattera and thinqs set forth herein 

are true to tbe beat of bia knovledqe and belief. 

Dated at Pensacola~ Florida this 8 day of Dece•ber. 

1989. 

sworn~~~and subscribed before ae 
this ~day ot Deceaber. 1989. 
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Scbe4ule 1 

INJ)!X 

Index t o Schedule• 

su..ary of Daniel and Scherer UPS and 
Territorial coaait•ent• 1984 - 1990 

UPS unit capacity Ratin;• and co .. erc1al 
Operation natea 

March 1979 Generation lxpanaion Plan-Gulf 
Percent Re1ervea with and without Daniel 
capacity 

Price of u.s. I•ported crude Oil 

Gulf and southern roreca•ted Reaerve• in 1990 
with and without UPI 

Gulf and southern Planned Reaerve• with and 
Without UPS 

1990 coal-Fired oeneratiD; capacity Colt 

UPS SUilllary 

aouthern ll•ctric ayataa • Total UPS 
Allocated to Unit• 

o • H Bencbaark co•pari•on 

IPRI Total litO Pl&DDed lq»enc.Uture Budget 

co•pari•on of 1184 Actual BU49et Deviation 
for scs to the PPIC Ad~u•~ent in Order 
No. 14030 

Coal Inventory Level Policy 

Re~naib111ty for Mintaua P111n; 
Requiruent• 

1 

Sche4ule 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 
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suaaary of Daniel and Scharer UPI and ~err1tor1al• 
co .. ttaant• 1914 - 1990 

(Me;awatta) 

UPS Net for UPS 
Period Daniel R&t1D9 Avera;• Territorial lnd of Period 

Jan. - Dec. 511 241 270 239 

Jan. - Dec. 511 363 148 325 

Jan . -Dec . 511 426 85 426 

Jan. - Dec. 512 427 85 409 

Jan. - June 512 429 83 467 
July - Dec. 512 361 151 361 

January 514 362 152 362 
Feb . - Dec. 514 0 514 0 

Jan. - Dec. 515 0 515 0 

UPS Net for UPS 
Period Scherer Ratin; Avera;• ~•rritor1al lnd of Period 

.Jan. - Dec. 208 185 23 185 

Ju. - JUDe 212 1t3 19 193 
.JUly - Dec. 212 149 63 149 

Ju. - Dec. 212 149 63 149 

Ju. - Dec. 212 149 63 149 

Power•• Share 
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- -- -------------------------------------------------c----------
ll'tiT CO I EJIC I fl. OPEAATJ(JC E)CPECl£0 1993 1CJ84 l985 1.. 1987 lCJ88 1 CJ8CJ 1990 

------ ---- -- ----- ----- -------- ----- ------ ------- ---- ----- -----
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Mall..- 1 Act.. I IG-12-18 666 • - 666.3 666.3 666.1 666.1 661.3 668.0 668.0 
"'II..- 2 AcW.l 05-01-95 66ft • - - 666.3 666.3 666.3 667.4 671.3 671.3 
"•ll• 3 AcW.l 05-01-85 666 • - - - - - - 667.3 613.8 
"•ll• 4 Est.a..t.d 05-01-CJI 66ft • -

c,.., 

'Schet .. I Actual 03-19-82 - 815.1 835.8 834.6 845. 1 840.6 845.2 819.0 844.3 
Sc:het .. 2 AeW.l 02-DI-84 - - 825.4 822.3 822.3 825.3 840.0 844.4 839.8 
Sc:t ..... 3 Actual 01-Dl-87 - - 833.2 848.7 848.1 848. 7 
Scher-er 4 Actual 02-28-89 808 - 848.4 846.3 
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1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 

Flo~ida Public service coam1a•1on 
Doc et Ho. 89134~-II 
GUL POUR COMPANY 
Vitn•r• : 1. e. Par•9n•~ Jr . 
!xhib t No . (!Br-l ) 
sclie4ule 1 

GULF ANI> SOU'l'HIRH PLANNID QSBRVES• 
WITH AND WITHOUT UPS 

\ Re•erve• 

GULF SOUTH!RN GULF 

With UPS Wt tbout UPS Vitb UPS Wi t hout UPS 
Peak Honth 

UPS Sales , MW 

39 . 5 57 . 5 
21 . 9 48 . 3 
25.5 48.5 
10. 3 38 . 2 
6.5 43.2 

(0.8) 38.4 
23.9 32 . 3 
20 . 5 28.7 

36.1 
34.1 
25.5 

20 . 5 
20.9 
15 . 4 
25.0 
21 . 4 

39 . 2 

41. 2 
36 . 4 

31 . 5 
33 . 9 
27.9 
34 .3 
30.4 

239 

366 
325 

426 
594 
660 
149 

149 

• exclude• Purch•••4 Power 

7 
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UPS SUMMARY 1984 - 1989 

D&D1el and scbarar capacity 

UPS and Territorial Allocation 

The kay to undaratanding the affect of unit power •ala• on 

Gulf'• need for rate relief liea in under1tanding the 

change• which occurred between 1984 and 1988, and 1988 and 

1990. On the accoapanyinq Figure 1 ia ahown what tbe 

original contract• envia1oned for 1984, 1988, 1989, and 

1990 unit power aalaa. Alao 1hown for 1988 through 1990 

are the aalea after the GUlf statal default . 

In the aid 19701, Gulf coa.itted to purch&~e a 50\ 

1Dtere1t in tbe Daniel capacity. I.n 1981, upon the 

coapletion of unit 2, the over 500 MV of Gulf'• 1bare of 

tbe Daniel capacity wa• coaaitted to 1ervice. Tbet •aae 

rear, GUlf al•o f1nal1&ed negotiation• for future UPS 

tran1act1on1 Wb1ch 1tartad 1n 1983. OUlf'l 50 percent 

1bara of Daniel 1D 1914 waa 511 aw. !'be unita' annual 

daaonatratad capac1t1ea change froa rear-to-year and 

Gulf'• portion b&l 1ncreaaed to 515 aw for 1990 . lcberer 

UD1t 3 caae on line in 1917, and GUlf'• 25 percent abare 

9 
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waa r ated at 208 .w for 1117, and 212 aw for 1988 through 

1990 . Thua , the tot al capacity of Gulf'a NSPS uni ta began 

at approxiaately 511 aw, tncreaaed to 720 aw in 1987 with 

the addition of Scherer 3 (512 aw Daniel + 208 aw 

Scherer), and ia exPected to be 727 aw (515 aw Daniel + 

212 aw Scherer ) for 1990, baaed on the lateat deaonatrated 

capability of the unita . once a unit reacbea co .. ereial 

operation, ita ratinq for the follow1Dq year ia baaed on 

deaonatrated perforaance for the prior year, and it ia 

noraal for a unit ratiD9 to vary a few ae9awatta, either 

up or down, froa year-to-year. 

Durinq GUlf'• 1984 teat year, Gulf'a NSPS capacity 

coaaitted in the peak aontba to unit power aalea waa 239 

aw. The reaain1n9 272 aw of Gulf'• NSPS capacity waa 

coaaitted to territorial aervice . Thia iDforaation, aa 

well aa tbe C~y• a future eattaatea of unit ~r 

aalea, waa thorouqhlY reviewed with the coaaiaaion durinq 

the 1914 rate bearinq. ~e 1981 coaaitaent to t erritorial 

aerv1ce of al l the Daniel capacity and a aaall portion of 

tbe Scherer capacity waa clearly preaented durinq our 198t 

rate c111 . ID 1t84, Gulf anticipated the need for 

10 
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liqnificant acS41tional rata ral1af 1D tha 1989 - 1190 t1aa 

fraaa. 

rroa lilt through 1118, incraaling aaount1 of tba Daniel 

capacity wbicb bad bean u1acS for territorial cu1toaara wa• 

co .. ittad to unit power •Alai and •olcS at incraaantal 

co1t. ,.o replace tbil capacity Gulf purcba1acS froa tba 

pool at avaraga aabad4acS colt. Tbu1, Gulf'l cu1toaer1 

•till bacS naadacS capacity ancS a11ociatacS r eliability 

available to thaa, but at a auch lower co1t . The Unit 

Power Sale• 1ncraa1acS overall revanua1 to Gulf which alonq 

with productivity ancS efficiency iaproveaantl, partially 

offlat tha aany colt 1Dcraa1a1 that Gulf experienced in 

other oparationa of the bu11na11 during thil pariocS of 

tiaa. fbi Dlt affect wa• that Gulf wa• able to continue 

provi41Dg adequate and reliable electric aervica cSurinQ 

tha entire period of 1Dcra .. ing co1t1 without any 

additional rata raliaf . 

lfba capacity revanuaa GUlf raca1ve4 through UPS froa 

ltlt-1111 •••entially were an off-let againat the revenue 

required to 1upport thia capacity that otharwila woulcS 

11 
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have been the re1pon11bility of Gulf'• territorial 

eu1toaer1. UPS capacity revenue• Gulf received for Plant 

Daniel in 1915, 1916 and 1987 were •31,029,000, 

••3,569,000 and •t0,036,000, relpeetivaly. The capacity 

revenue• received for Plant Daniel for 1988 were 

.ll,2f9,000. 

AI 1peeified in the eontractl, all of the Daniel capaci ty 

wa1 coaa1tted for territorial u1e beginning in February, 

1919. Since thi1 qeneratinq capacity wa• planned and 

eon•tructad for our territorial cuatoaer1 the co1t 

increa1e1 that Gulf hal been able to off1et ainea 1984 

through inerea1ed unit power 1ale revenue• au1t now be 

properly borne by thole territorial eu1toae~• for who•• 

benefit the1e eo1t1 have been incurred. 

In accordance with the oriq1Dal UPS contract, Gulf'l 

portion of UPI out of Plant Daniel in June, 1988 wa• 467 

n. Ill February, ltlt Gulf had no UPS out of Plant 

Daniel. ~arefore, OUlf'l territorial capacity froa Plant 

Daniel hal 1Dcrea1ed by t67 IIW durin; that ~riod. Vben 

added to the ft .w of Scherer Unit l capacity which wa• 

12 
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coaaitted to territorial ••rvice on July 1, 1988 in 

conjuncti~n with the Gulf stat•• default there i1 a total 

of 511 additional aw co .. itted to territorial ••rvice (4C7 

aw Daniel and ffaw lcberer) between July 1, 198 and the 

beQinn1ng of the te1t year, January 1, 1990. 

All of thil capacity wa• planned and con1tructed for the 

long-tara benefit of the territorial cuatoaer; not for the 

purpoae of aaJting peraanent u.ni t power aalea. The 

cu•toaer hal received treaendoua benefit• froa thia 

arran; .. ent, aa evidenced by no baa• rate increaaea on 

Gulf'• 1y1tea aince 1984, and the fact that Gulf'• rates 

are the loweat inveator-owned utility ratea in Florida and 

aaong the lowe•t in the nation. Iince the coat for this 

capacity ia the proper reapona1bil1ty of the territorial 

cu1toaer, Gulf haa included the aaaociated coat in the 

rate baae requeated in thta caae. 
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0 6 H BINCHMARK COMPARISON BY FUNCTION 
LIS& DIRICT FUEL AND PURCHASED POWER 

(1000) 

1984 1990 1990 Benc!wark 
Allowed Bench8ark Bud9et Variance 

36,167 47,050 51,547 4,497 

81 101 47 (54) 

1 , 020 1,272 1,143 (129) 

37,261 48,423 52,737 4,314 

962 3,551 3,017 (534) 

2,311 3,603 4,280 677 

3,350 7,154 7,297 143 
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IPRI ~AL 1990 PLANNED IXPINDITURE BUDGIT 

strate91c Pro;raa 

cu.to•er sy•te•• 

lnvirouent 

Generation 

Delivery 

PlanninG 

special Project• 

Total 1990 BucSqet 

Gulf'• COntribution 
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RESPONSIBILITY POR 
HIMIHUM FILING RIQUIRIHINTS 

TITLI 

Five Year Analyaia - Change in Coat 

Affiliated coapany Relationah1pa 

Property Held ror FUture uae - 13 Month Average 

Property Held Por Future uae - Monthly Balance• 

Property Held Por FUture U1e - Detaila 

syat.. Fuel Inventory 

Fuel Inventory by Plant 

Account• Payable •• ruel 

Report of Operation coapared to rorecaat -
Revenue• and lxpenaea 

Budgeted Veraua Actual Operating Revenues 
and 1xp.en1e1 

Budget Operation and Haint&Dance IXPen••• -
Teat Year 

Operation and Maintenance lxpenaea - Prior Year 

Detail of Chan;•• in lxpenaea 

0 • N aenchaark variance by Function 

Perforaance Indicea 

Forecaating Modell 

~auapt1ona 

20 


	9-23-16 No.-688
	9-23-16 No.-689
	9-23-16 No.-690
	9-23-16 No.-691
	9-23-16 No.-692
	9-23-16 No.-693
	9-23-16 No.-694
	9-23-16 No.-695
	9-23-16 No.-696
	9-23-16 No.-697
	9-23-16 No.-698
	9-23-16 No.-699
	9-23-16 No.-700
	9-23-16 No.-701
	9-23-16 No.-702
	9-23-16 No.-703
	9-23-16 No.-704
	9-23-16 No.-705
	9-23-16 No.-706
	9-23-16 No.-707
	9-23-16 No.-708
	9-23-16 No.-709
	9-23-16 No.-710
	9-23-16 No.-711
	9-23-16 No.-712
	9-23-16 No.-713
	9-23-16 No.-714
	9-23-16 No.-715
	9-23-16 No.-716
	9-23-16 No.-717
	9-23-16 No.-718
	9-23-16 No.-719
	9-23-16 No.-720
	9-23-16 No.-721
	9-23-16 No.-722
	9-23-16 No.-723
	9-23-16 No.-724
	9-23-16 No.-725
	9-23-16 No.-726
	9-23-16 No.-727
	9-23-16 No.-728
	9-23-16 No.-729
	9-23-16 No.-730
	9-23-16 No.-731
	9-23-16 No.-732
	9-23-16 No.-733
	9-23-16 No.-734
	9-23-16 No.-735
	9-23-16 No.-736
	9-23-16 No.-737
	9-23-16 No.-738
	9-23-16 No.-739
	9-23-16 No.-740
	9-23-16 No.-741
	9-23-16 No.-742
	9-23-16 No.-743
	9-23-16 No.-744
	9-23-16 No.-745
	9-23-16 No.-746
	9-23-16 No.-747



