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1 va o c••DI•as 

2 (Heari.n.g convened at 9:45 a.m.) 

3 COMMISSIONER DEASON: CAll the bearing to order . 

4 Have the noti•c e read, please. 

5 MS. JOHNSON: By notice issued June 19, 1995, a 

6 bea~ . ng was se1: in Docket Nos. 950001-EI, Fuel and Purchased 

7 Power Cost Recovery Clause and Generating Performance 

8 Incentive Factor; in Docket No . 950007-EI, Environme.nta l Cos t 

9 Recovery Clause . The purpose of tbe bea ring is set out i n t he 

10 notic e. 

ll COMMISSIONER DBASON: Okay. ,·ow, as is evident f r om 

12 the Prehearing Orders that have been filed in ~bese dockets , 

1 3 all issues have been stipulated. 

14 MS. JOHNSON: That ' s correct. 

15 COMMISSIONER DEASON: Ok•1~'. For purposes of 

16 appearances, I think it would juat suffice to show that a l l 

17 the appearanc es that were taken at th.e prehoaring conference 

18 would juc t be. recognized for purposes of this bearing, 

19 realizing t hat the participants have been excus ed from 

20 actually making an appearance and presenting their witness es ; 

21 is t L :tt cor rect? 

22 MS. JOHNSON: That's correct. 

23 COMMISSIONER DEASON: I euppoae the tirs t order of 

24 businecs would be to identify all of the exhibits which have 

25 been prelimin.arily identified in the Prehearing Orde r s . 

FLORIDA PUBLIC SERVICE COMMI SSION 
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1 KS. JOHNSON: That•• correct. I handed out this 

2 morning a reviaed Page 26 , which ahou1d be inserted i n the 

3 Prohearing Order tor Docket No. 950001. One of the exhibits 

4 was inadvertently omitted . With that revision, there are ~6 

5 exhibits starting with DPD- 1. 

6 COMMISSIONER DEASON: Okay . And that would conclude 

7 wit h WNC-1 on Page 31 of the Pre.hearing Orde.r; is that 

8 correct? 

9 MS. JOHNSON: Tbat•a correct . 

10 COMMISSIONER DEASON: So tor purposes of 

11 identification, we'll show that those e.xhibits, which are 

12 identified in the Prehearing order for Doc.ket 9 ::0001, as being 

1~ identified as Exhibits 1 through 36. 

14 MS . JOHNSON: Staff would request that those 

15 exhibits be i.nserted into the record along wi.th the tes timony 

16 that was prefiled by the witnes•es. 

17 COMMISSIONER DEASON: The witnesses are identified 

18 on Pages 5 and 6 •m the Prehearing Order, and Staff is now 

19 moving that the testimony of all of those witnesses, prefi led 

20 testj~~ny, be inserted into the record. And without 

21 obje~tlon, that is done. All of that testimony has been 

22 stipulated. 

23 And Staff i• likewiae aoving that the exhibits whic! 

24 have just been identified aa Exhibit• 1 through 36 , likewise 

25 be admitted. And those exhiblta have been stipulated and s h ow 

FLORIDA PUBLIC SERVICE COMMISSION 



FLORIDA POWER CORPORATION 

DOCKET NO. 960001-EI 

Re: Fuel Cost Recovery and 
Capacity Cost Recovery 

Final True-up Amounu for 
October 1994 through March 1996 

DIRECT TESnMONY OF 
DAVID P. DEVEllE 

1 0 . Please state your name and bualneaa acf.~"•' Ja. 

1 0 

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

3 St. Petersburg, Florida 33733. 

4 

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

G A. I am employed by Florida Power Corporation as Director, RegulattJry 

7 Accounting . 

8 

9 0 . Would you pleaae deacrlbe your educatJonal background and work 

10 experience? 

1 1 A. I graduated from the University of South Aorida En 1 976 with a Bachelor's 

12 Degree in Business Adrrinistratlon, majoring in Accounting. In 1989, I 

13 graduated from the University of Tampa with a Master's Degree in 

14 Business Admi• stration. I began my employment with Florida Power In 

1 5 1975. In addition to various staff accounting posit ions within the 

1 6 Controllers department, I have held the following supervisory positions: 

17 Manager of Accounting Research and Analysis, Manager of Regulatory 

1 a Accounting and Financial Reporting, and IOireotor of Regulatory 
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Accounting . My responsibilities in these positions Included maintenance 

2 of the general records oi the Company, fuel accounting, plant and 

3 depreciation accounting, financial and regulatory reporting, and 

4 preparation and/or coordination of all accounting schedules required in the 

5 Company's base rate proceedings before the Aorida Public Service 

6 Commissi,..- (FPSCI and the Federal Energy Regulatory Commission 

7 (FERC). I have attended a variety of courses on management and finance 

8 sponsored by the Company, the Edison Electric Institute and others. In 

9 addition, I currently serve on the Accounting Standards Committee of the 

10 Edison Electric Institute. 

11 

12 a. What Is the purpose of your testimony? 

13 A. The purpose of my testimony Is to describe the Company' c; Fuel Cost 

14 Recovery Clause final true-up amount for the period of Oc tober 1994 

15 through March 1995, and the Company's Capacity Cost Recovery Clause 

16 final true-up amount for the same period. 

17 

1 8 a. Have you prepared exhibits to your teltlmony7 

19 A. Yes, I have prepared a three-page true-up variance analysis which 

20 examines the difference between the estimated fuel true-up and the actual 

21 peric •-end fuel true-up. This variance analysis is attached to my prepared 

22 testimony and designated exhibit (DPD-1 ). Also attached to my prepared 

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

24 Clause true-up calculations for tho October 1994 through March 1995 

25 period. Also, I will sponsor the applicable Schedules A 1 through A 1 2 for 

- 2 -
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the month of March 1 995 (period-to-date), which have been previously 

2 f iled with the Commission and are also attached to my prepared testimony 

3 for ease of reference and designated as exhibit (OPD-3). 

4 

5 a. What Is the source of the data which you will present by way of 

6 testimony nr exhibits In thla proctedlng7 

7 A. Unless otherwise indicated, the actual data Ia taken from the books anj 

8 records of the Company. The books and records are kept in the regular 

9 course of business in accordance with generally accepted accounting 

1 o principles and practices, and proviolons of the Uniform System of 

1 1 Accounts as prescribed by this Commission. 

12 

13 

14 

FUEL COST m :COVERY 

15 a. What 15 tho Company'• jurlsdlctional ending balance aa of March 31. 

1 6 1995 for fuel coat recovery? 

17 A. The actual ending baler ..:a as of March 31 , 1996 for true-up purposes is 

18 an over-recovery of $8,270,062. 

19 

20 a. How does thla amount compare to the Company's estimated ending 

21 balance tn be included In the Aprl through September 1995 period7 

22 A. When the estimated over-recovery of $10,291,1 76 to be refunded during 

23 the period of April through September 1996 Ia taken into account, the 

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

25 March 1995 period Is an under-recovery of 82,021,124. 

- 3 -
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Q. How was the final true·up ending balance determined? 

2 A. The amount was de'termlned In the manner set forth on Schedule A2 of 

3 the Commission's standard forms previously submitted by the Corr.pany 

4 on a monthly basis. 

5 

6 0 . Wtu•t factors contributed to the perlod-endlngjurladlctlonal over-recovery 

7 of $8.3 mUIIon as ahown on exhlbtt (DPD·1 )7 

8 A. The factors contributing to the over-recovery are summarized on Sheet 1 

9 of 3. The actual jurisdictional kwh sales were lower than the original 

10 estimate by 610,027,184 kwh. This decrease in kwh sales, attributable 

11 to mild weather, resulted In lower jurisdictional revenue:: of $1 1.6 million 

12 and also accounted for approximately $10 million of tho total $22.3 

13 million favorable variance In jurisdictional fuel and purchased power 

14 expense. The remaining $12.3 million favorable variance In fuel expense 

1 5 can be primarily attributable to price. 

16 

11 When these differences In jurisdictional revenues and jurisdictional fuel 

18 expenses are combined, the net resutt Is a over-recovery of $10.8 millivn 

19 related to the October 1994 through March 1995 tlme period. Other 

20 variances not directly related to the period, Including an interest provision 

21 of $.3 rr·:uon, result in the actual ending balance over-recovery of $8.3 

22 million, dS of March 31 , 1995. 

. 4 . 



1 4 

1 a . Please explain the components shown on exhibit IDP0-11. Sheet 2 of 3 

2 which produced the •22.6 mlllon favorable ayatem variance f rom the 

3 projected coat of fuel and net purchued power transactions. 

4 A. Sheet 2 of 3 of my exhibit (DPD-1) shows an analysis of the system 

5 variance for each energy source in terms of three Interrelated components: 

6 11 I chances in the amount (Mwh'sl of energy required; (2) changes in the 

7 heat rate, or efficiency, of generated energy (BTU's per Kwh); and (3) 

8 changes in the unit price of either fuel consumed for generation ( $ per 

9 million BTU) or energy purchases and sales (cents per Kwh). 

10 

1 1 a. What effect did these components h•v• on the syatem fuel and net power 

12 variance for the true-up period? 

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

14 requirements from each energy source (column Bl combineo to produce 

15 a cost decrease of $10.5 million. I will discuss this component of the 

16 variance analysis In greater detail below. 

17 

18 The heat rate variance for each source of generated energy (column Cl 

19 produced a net cost increase of $2.4 million. Higher than anticipated heat 

20 rates for oil generating units were the largest component of the cost 

21 variance On the Company's Schedule A3, exhibit (DPD·3), all BTU's for 

22 light oil are included in the light oil heat rate computation. However since 

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

24 the resulting heat rate shown on A3 Is distorted. In order to compute the 

. 5 . 



2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

a. 

A. 

1 5 

true heat rate variance. light oil consumed at steam units is shown 

separately on line 23 of Shoot 2 of 3 of exhibit (OPD-1 ). 

A cost decrease of $14.4 million resulted from the price variance 

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

through 25 of Sheet 2 of 3, of exhlblt(OPD· 1). The most significant 

factors contributino to the favorable variance were a lower cost per 

mmbtu for coal and reduced energy payments to OF's partially offset by 

reduced prices for economy sales and supplemental sales. 

Please explain the analyals shown on ShMt 3 of 3 of your exhibit (0PD·11 

The analysis on Sheet 3 of 3 attempts to Identify tM effect that 

generation mix has on total net system fuel and purchased Jower cost. 

Although this interrelationship Is generally understood to exist, it is not 

readily apparent from the Individual variances con mined in the FPSC "A· 

Schedules or In the analysis presented on Sheet 2 of 3. For example, an 

Increase in the Mwh requirements of nuclear generation shows up on 

Schedule A3 end on Sheet 2 of my exhibit as a cost Increase of $. 5 

million. While this may be correct in Isolation, the true effect of increased 

nuclear generation Is obviously a corresponding decrease in the MWH 

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

coal &nd •ight oil. Tho result is a lower net system cost of $1.4 million 

ovon If total system MWH requirements remain unchanged. 

• 6 . 
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13 

14 
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16 

: 7 

18 

19 

20 

21 
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24 

1 6 
In addition to the effect of variances In generation mix, this analysis also 

attempts to identify the Independent effect of the DJU variance in total 

system Mwh requirements from all energy sources combined (internal and 

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

were lower than the original forecast by 420,000 MWH. This would have 

led to lOW"'' net costs of $7.6 million even If the mix of generation had 

not changed, since the lower system load decreases coal generation at a 

cost above the system average. 

Please explain how this analysis wea performed. 

The analysis on Sheet 3 of 3 is made In two ateps. The first. captioned 

"MWH RECONCILIATION," allocates the MWH variances forth~ individual 

energy sources shown in column B among the primary causal variances 

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

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

allocation is shown in column I, "Unallocated Veriances." The second 

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

MWH variances identified in stc;l 1. This Is done by allocating the cost 

variances identified In column B of Sheet 2 for each energy source (and 

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

on the MW'-i ' s allocated to each in step 1. As mentioned above, the 

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

those variances is not Intended to be all inclusive or precise. It Is intondod 

to be a representative approximation of the exceedingly complex cause 

- ., . 
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1 and effect relationship existing among the Individual and total MWH 

2 variances and their related cost variances. 

3 

4 a . What were the major contributors to the •10.6 mRIIon cost decrease 

5 associated with the variance In MWH requirements? 

6 A. Lower thai' - '<pected system requirements during tt\a period accounted for 

7 $7.6 million of the favorable variance and the continued high capacity 

8 factor at Crystal River Unit No. 3 accounted for $1.4 million of the 

9 favorable variance. 

10 

11 a. Has Florida Power confirmed the validity of ualng the •short cut" method 

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

13 calendar year 19947 

14 A. Yes. Florida Power's Audit Services department has reviewed t 1.1e analysis 

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

1 6 under a full utillty· type regulatory treatment methodology using the actual 

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

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

19 55% of net lon{l term assets (short cut method). The analysis showed 

20 that for 1994, the short cut method resulted In revenues of 

21 $250,:"-i7,419 which were $126,620 or .061% lower than revenues 

22 under the full utility-type regulatory treatment methodology. Florida 

23 Power continues to believe that this analysis confirms the appropriateness 

24 of the short cut method. 

. 8 . 
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CAPACITY COST RECOVERY 

2 

3 a . What is the Company's jurisdictional ending balance aa of March 31, 

4 1995 for capacity c.ost recovery? 

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

6 an under-reCO"'lry of $4,061,676. 

7 

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

9 balance to be Included In the AprD through September 1996 period? 

10 A. When the estimated under-recoveryof $3,672,0,22 to be recovered during 

1 1 the period of April through September 1996 is taken into account, the 

12 f inal true-up ending balance attributable to the, six month "eriod ended 

13 March 1995 period is an under-recovery of $489,663. 

14 

1 5 a . Is this true-up calcu'latlon consistent with the true-up methodology used 

1 6 for the other cost recovery clauses? 

17 A. Yes it is. The calculation of the final nat true-up amount follows the 

18 procedures established by this Commission as set forth on FPSC Schedule 

19 A2 "Calculation of True-Up and Interest Provision" for the Fuel Cost 

20 Recovery Clause. 

21 

22 a . What factors contributed to the actual period-end under-recovery of $4.1 

23 million? 

24 A. Exhibit (DPD-2) , sheet 1 of 3, entitled "Capacity Cost Recovery/Summary 

25 of Actual True-Up Amount" , compares the summary itoms from sheet 2 

. 9 . 
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of 3 to the original forecast for the period. Aa can be seen from sheet 1, 

2 actual jurisdictional capacity cost revenues were $1. 1 million lowttr than 

3 forecast due to lower residential Kwh sales during the period. 

4 Jurisdictional capacity costs were $3.1 million higher ~an forecast. The 

5 major factor contributing to this variance was higher than forecast 

6 payments to "lrlando Cogan. 

7 

8 a . Does this conclude your teatlmony7 

9 A. Yes, it does. 

- 10 -
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2 A. 

FLORIDA POWER CORPORATION 

DOCKET NO. 960001-EI 

Levelfzed Fuel and Capacity Cost Factors 
October 1996 through March 1996 

DIRECT TESTIMONY OF 
KARL H. WIELAND 

Please state your name and buainua address. 

20 

My name is Karl H. Wieland. My business address Is Post Office Box 

3 1 4042, St. Petersburg, Florida 33733. 

4 

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

6 A. I am employed by Florida Power Corporation as Director of Business 

1 Planning. 

8 

s a. Have the duties and reaponaiblltJea of your position wtth the 

1 o Company remained the aame alnca you laat testJfled In this 

1 1 proceeding? 

12 A. Yes. 

13 

14 a. What is .• te purpose of your testimony? 

15 A. The purpose of my testimony is to present for Commission approval 

16 the Company's levelized fuel and capacity cost factors for the period 

11 of October 1 995 through March 1996. 



21 

a . Do you have an exhibit to your tNtimony7 

2 A. Yes. I have prepared an exhibit attached to my prepared testimony 

3 consisting of Parts A through D and the Commission's minimum fHing 

4 requirements for these proceedings, Schedules E1 through E11 and 

6 H1. which contain the Company's levellzed fuel cost factors and the 

6 supporting data. r"aru A through C contain the assumpti~ns which 

1 support the Company's cost projeotlona, Part 0 contains the 

8 Company' s capacity cost recovery factors and supporting data. 

9 

10 

11 a. 

12 

13 A. 

FUEL COST RECOVERY 

Pleaae describe the levellzed fuel colt factors calculated by the 

Company for the upcoming projecdon period. 

Schedule E1 (Basic), page 1 of the •e• Schedules In my exhibit, 

14 shows the calculation of the Company'• baalc fuel cost factor of 

16 1. 783 ¢/kwh (before line loaa adjustment). The basic factor consists 

16 of a fuel cost for the projection period of 1. 7068 C!k wh (adjusted for 

11 jurisdictional losses). a GPIF reward of .00133 C/kwh, a coal market 

18 price true-up credit of 0.0036 ¢/kwh and an estimated prior period 

19 true-up charge of 0.0771 C/kwh. 

20 

21 Utilizing this basic factor, Schedule E1 -D (l evelized) shows the 

22 calculao . , and supporting data for the Company' s lavellzed fuel cost 

23 factors tor secondary, primary, and transmission metering tariffs. To 

24 accomplish this calculation, effective jurisdictional sales at the 

26 secondary levol are calculated by applying 1% and 2% metering 

. 2 . 
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a. 
A. 

a. 

A. 

22 

reduction factors to primary and transmission sales (forecasted at 

meter level). This Is consistent w ith the methodology being used in 

the development of the capacity cost recovery factors. 

Schedule E1 -E (Final) develops the TOU multipliers 1. 223 On-peak 

and 0.909 Off-peak. The levelized fuel cost factors (by metering 

voltage) are then multiplied by the TOU multipliers, which results in 

the final fuel factors to be applied to customer bills during the 

projection period. The final fuel cost factor for residential service is 

1. 786 C/kwh. 

What Is Included In Schedule E1.11ne 4 , •Adjustments to Fu&l Cost"? 

Une 4 shows costs for the conversion of two Intercession City 

combustion turbine units to bum natural gas Instead of distillate fuel 

oil. The rationale for including these costs Is presented later in my 

testimony. 

What Ia Included In Schedule E1. line 8, •energy Coat of Purchased 

Power·? 

Line 6 includes onergy costs for the purchase of 50 MWs from 

Tampa Electric Company and the purchase of 407 MWs under a Unit 

PowE'f ~ .oiOS (UPS) agreement with the Southern Company. Capacity 

costs for these purchases are included In the capacity cost recovery 

factor. 8oth of these contracts have been In place and have been 

approved for cost recovery by the Commission. 

. 3 . 
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2 

3 A. 

4 

23 

What Is Included ln Schedule i:1. Una 8. "Energy Coat of Economy 

Purchases (Non-Broker)"? 

Line 8 includes energy cosu for purchases from Seminole Electric 

Cooperative (SECI) for load following. off-peak hydroelectric 

5 purchases from the Southeast Electric Power Agency (SEPAl. and 

6 miscellaneous economy purchases from within or outside the state 

7 which a.e not made through the Aorida Broker System. The SECI 

e contract is an ongoing contract under which the Company purchase:; 

o energy from SECI at 96% of Ita avoided fuel cost. Purchases from 

10 SEPA are on an as-available basi:;;. There ere no capacity payments 

11 associated with either of these purchases. Other purchases may 

12 have non-fuel charges, but since such purchases are made only if the 

13 total cost of the purchase is lower than the Comparw's cost to 

14 genera~e the energy, It Ia appropriate to recover the associa ed non-

, 5 fuel costs through the fuel adjustment cleuN rether than tho capacity 

16 cost recovery foetor. 

17 

1e a. Please explain the entry on Schedule E1. line 17, ~Fuel Cost of 

19 Supplamental Sales. • 

20 A . 

21 

The Company has a wholesele contract with Seminole for the sale of 

supplemental energy to supply the portJon of their load in excess of 

22 665 • :w. The fuel costs charged to Seminole for these supplemental 

23 sales are calculated on a "stratified" basis, In a manner which 

24 recovers the higher cost of intermediate/peaking generation used to 

zs provide the energy. The Company also has wholesale contracts with 

- 4 -
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1 the municipal utllltfea of Klsalmmee and St. Cloud under which fuel 

2 costs are charged In a similar manner. Unlike Interchange sales, tho 

3 fuel costs of wholeule sales are normally Included in the total cost 

4 of fuel and net power transactions used to calculate the average 

5 system cost per kwh for fuel adjustment purposes. However, since 

e the fuel C(\ltl of the supolemental sales are not recovered on an 

7 average coat baala, an adjustment has been made to remove these 

8 costs and the related kwh sales from the fuel adjustment calculation 

9 in the same manner th~t Interchange salos are removed from tho 

10 calculation. This adjustment is necessary to avoid an over-recovery 

11 by the Company which would result from the treatment of these fuel 

12 costs on an average cost basis In this proceeding, while actually 

13 recovering the costa from the supplemental customers on a higher. 

14 stratified cost basis. The development of this adjustment is shown 

15 on Schedule E6. 

18 

11 a . How was the •~mated true-up ahown on line 28 of Schedule E1 

18 developed? 

19 A . 

20 

The total true-up amount was determined In two parts. First. a 

period-to-date actual over-recovery of $1 3,441, 514 through April 

21 1995 was obtained from Schedule A2, page 3 of 4 , previously 

22 submitted for the month of April. This balance was projected to the 

23 end of September 1996, Including Interest estimated at the April 

24 ending rate of 0.6068% per month. The development of the 

25 estimated true-up amount for the current April through September 

- 6 -
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1 1995 period is shuwn on Schedule E 18, Sheet 1. Second, tho total 

2 estimated undor-rocovory of $8,628,316 for tho current period was 

3 combined with the prior period (October 1994 through March 1995) 

4 over-recovery of CJ8,270,063 and $10,291 ,176 being refunded 

5 during the current period for a total under-recovery of $1 0,649.438 

e at the end of September 1995. This results In an estimated true·up 

7 charge on line 28 of Schedule E1 of 0.0771 ¢/kwh for application in 

s the October 1995 through March 1996 projection period. 

9 

10 a . What are the primary reasons for the projected September 1 995 

11 under-recovery of •10.8 miiJon? 

12 A. The under-recovery Is primarily a result of higher oil prices, higher 

13 costs of purchased power, and significantly high~r system 

14 requirements during the early months of the current periC'd. 

16 

16 a . 
17 

18 A . 

How was the market price true-up for PoweU Mountain coal 

purchases (Schedule E1, line 2&11 calculated? 

The calculation was performed In accordance with the market pricing 

19 methodology approved by the Commission for Powell Mountain coal 

20 purchases In Docket No. 860001-EI-G and has been made available 

21 for Staff review. The true-up Is based on the difference between the 

22 o rE ;>usly recovered coat of Powell Mountain coal purchases during 

23 1993, and a calculated cost using the market price index for 

24 compliance coal in BOM District 8 for 1994, as adopted In Order No. 

25 22401. The true-up amount of $503,961 Includes a correction from 

·8 · 
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, 1992 for a doliv~ry not previously accounted for, and interest through 

2 April 1996. 

3 

4 a. 

6 

6 A. 

Please explain tihe procedure for forecasting the unit cost of nuclear 

fuel. 

"P" cost per rrillion BTU of the nuclear fuel which will be in the 

7 reactor during the projection period (primarily Cycle 1 0), was 

a developed from the projected cost o! fuel added during the current 

9 period's refueling outage arto the unamortized Investment cost of the 

10 fuel remaining In the reactor from the prior cycle (Cycle 9). Cycle 10 

1 1 consists of several "batches," ot fuel assemblies which are separately 

12 accounted for throughout their life in several fuel cycles. The cost for 

1 3 each batch Is determined from the actual cost Incurred by the 

14 Company, which Is audited and reviewed by the Commission's field 

16 auditors. The G><tlected available energy from each batch over its life 

16 Is developed from an evaluation of various fuel management schemes 

1 1 and estimated fuel cycle lengths. From this Information, a cost per 

1 8 unit of energy (cents per million BTU) Is calculated for each batch. 

19 However, since the rate of energy consumption Is not uniform among 

zo the individual fuel assemblies and batches within the reactor core, an 

21 estimate of consuiTiption w i thin each batch must be made to properly 

22 wdiGn the batch unit costs In calculating a composite unit cost for the 

23 overall fuel cycle. 

- 7 -



r 

, Q , 

27 

How was the rate of energy consumption for each batch within Cycle 

2 10 estimated for the upcoming projection period? 

3 A. The consumption rate of each batch has been estimated by utilizing 

4 a core physics computer program which slmulateG reactor operations 

s over the projection period. When this consumption pattern is applied 

6 to the individual batch costs, the resultant composite Cvcle 1 0 is 

1 $0.37 per million BTU. 

8 

e a . Would you give a brief overview of the procftdure used in d::veioping 

10 the projected fiuel coat data from which the Company's basic fuel 

11 coat recovery factor waa calculated? 

12 A. Yes. The process begins with the fuel price forecast ~tnd the system 

13 sales forecast. These forecaata are Input Into PROW.OD, along with 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

a . 

A. 

purchased power Information, generating unit operating 

characteristics, maintenance schedules, and other pertinent data. 

PROMOD then computes system fuel consumption, replacement fuel 

costs, and energy purchast~a and costa. This data is input into a fuel 

inventory model, which calculates average inventory fuel costs. This 

informe•lon Is the basis for the calculation of the Company's levelized 

fuel cost rectors and supporting schedules. 

V\ :n Ia the source of the system aalea forecast? 

The system sales forecast Is made by the Forecasting section of the 

Business Planning Department using the most recently available data. 

The forecast used for this projection period was prepared in June 

• 8 • 
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1 1994. The forecnted Hltf '''~own on Schedule E11, and contain 

2 the energy reductions expected to result from the energy 

3 conservation programs being implemented by the Comp<my. 

4 

6 a. Is the methodology uMd to produce the sales forecast for this 

e projection period the aame •• previously used by the Company in 

1 these proceedings? 

8 A. The methodology employed to produce the forecast for the projection 

9 period is the same as used In the Company's most recent filings. and 

10 was developed with a hybrid econometrlc/end·use forecasting model. 

11 The forecast assumptions are shown In Part A of my exhibit. 

12 

13 a . 

' 4 A. 

What is the source of ~ Company• a fuel price forec.F.t7 

The fuel price forecast was made by the Fuel and Special Projects 

1s Department based on forecast assumptions for residual oil, #2 fuel 

16 oil, natural gas, and coal. The assumptions for the projection period 

11 are shown In Part B of my exhibit. The forecasted prices for each 

18 fuel type are shown in Part C. 

19 

2o a. Please expllin tho balla for requeatlng recovery of the co~n of 

21 converting combustJon turbine unJta 7 and 9 at the Intercession City 

22 site .. .., burn natural gas. 

23 A. In Docket No. 860001-EI-8, Order No. 14646 Issued on July, 1985, 

24 the Commission addressed charges appropriate for recovery through 

26 the fuel clause: 

. 9 . 
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Q. 

A. 

"Fossil fuel-related costs normally recovered through 

base rates but which were not recognized or 

anticipated In the cost levels used to determine 

current base rates and w hich, If expended, will result 

in fuel savings to customers. Recovery of such 

costs should be made on a case by case basis after 

Commission approval. .. 

29 

The gas conversion cost of $2.2 million was clearly not part of 

the cost of Intercession City units 7 and 9 when they were 

Included in rate base as part of the 1993 test year. In addition, a 

one-time payment of •212,000 for gas meto1 1ng costs is a 

transportation related cost which we believe is recoverable as a 

fuel exp ense. The anticipated fuel savings from the conversion are 

in excess of $20 million. 

How is FPC proposing to recover the conversion coat? 

The Company proposes to amortize the $2.2 million conversion 

cost over a five year period beginning with tho plant in-service 

date of J uly, 1995. Tho ono-tlme metering expense will be 

recognized In the first month of amortization . The projected cost 

during the October 1996 through March 1996 period Is $337,518 

v.nich consists of an amortization charge of $221,154 and a 

return (including income taxes) of $116,364 based on the 

Company's current cost of capital of 8.37%. The fuel savings for 

. 10 . 
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the same period are expected to be $1 ,077,438 resulting in a net 

benefit to cu:rtomers of $739,920. During the July through 

September, 1996 period, costs (Including the $272.000 metering 

charge) are $416,370 compared to savings of $611,983 for a net 

benefit of $195,613. 

Why Ia the Company propoalng a five year amort.lzatlon perlo1 

rather than e.xpenalng the converllon coat or depreciating It over 

the life of the units? 

The Company chose five year3 In order to align recovery of cost 

with anticipated benefits. The Company is relying on the 

availability of Interruptible gas transportation for U'~q delivery of 

gas to the site because firm (take or pay) contracts are not 

economical for a low capacity factor peaking site. Discussions 

with Florida Gas Transmission (FGT) Indicate that they expect 

interruptible gas to be available In sufficient quantity to power the 

two units at the site for the next five years. The Company hopes 

that some gas will be available beyond that time which will yield 

additlo'lal savings, but we believe It more appropriate to recover 

costs durinJ the time when the majority of benefits are expected 

to occur. Expensing the conversion cost would burden existing 

C l tomers with costs that exceed benefits while omortizing the 

conversion over the life of the units could burden future 

customers with costs that do not have corresponding benefits. 

- 11 -
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What Is the Company proPQJing tQ <to ff expected fuel savings are 

not achieved? 

The Company Is willing to assume the risk for achieving fuel 

savings. If fuel savings during any six-month fuel recovery period 

are less than the amortization and return costs, we will limit cost 

recovery to fuel savings and defer recovery of the difference to 

future periods. In no case will the Compeny collect an amount 

greater 1han the fuel savings, maldng this a no-lose proposition for 

customers. 

CAPACITY COST RECOVERY 

How was the Capacity Coat Recovery factor de'll\ll'"'!led7 

The calculation of the capacity cost recovery factor (CCRF) is 

shown In Part 0 of my exhibit. The factor allocates capacity 

costs to rate classes in the same manner that they would be 

allocated If they were recovered In base rates. A brief explonation 

of the schedules In the exhibit follows. 

Sheet 1 : ProJected Capacity Paymenta. This schedule contains 

system capacity paymentJ for UPS, TECO end QF purchases. Tho 

retail portion of the capacity paymenta are calculated using 

sap ·ation factors consistent with the Company' s ratA case filing. 

The estimated rocoverablo capacity payments for tho October 

1995 through March 1996 period are $122,003,909. 

• 1'2 • 
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3 2 

Sheet 2i Eatlmotod/Actuol True-Uo. This schedule presents the 

actual ending true-up balance after one month of tho current 

period and re-forecasta the over/(under) recovery balances for the 

next five months to obtain an ending balance for the current 

period. This estimated/actual balance of $(611,949) is then 

carried forward to Sheet 1, to be collected during the October 

' 995 through March 1996 period. 

Sheet 3: Qeyelooment of Judsdictional Loss Multipliers: The 

same delivery efficiencies and loss multipliers as presented on 

Schedule El -F. 

Sheet 4i Calculation pf 12 CP and Annual Average Oem.a.rui. The 

calculation of average 1 2 CP and annual average demand Is based 

on 1 994 load research data and the delivery efficiencies on Sheet 

3. 

Sheet 5: Calculation of Cagacitv Cost Rgopyery Factors. The 

total demand allocators In column (7) are computed by adding 

1 2/ 1 3 of the 1 2 CP demand allocators to 1/13 of the annual 

average demand allocators. The CCRF for each secondary delivery 

rate class in cents per kwh is the product of total junsdlctional 

capac ty costs (Including revenue taxes) from Sheet 1, tlmes the 

class demand allocation factor, divided by projected effective 

sales at the secondary level . The CCRF for primary and 

- 13 -
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1 transmission rate classes reflect the application of metering 

2 reduction factors of 1% and 2% from the secondary CCRF. 

3 

4 Q . 

5 

6 A. 

Please discuss the Increase In capacity payments compared to the 

prior she- month period. 

The increase in capacity payments from 8129.7 million in thr. 

7 April through September 1996 period to $138.2 million for the 

8 October 1995 through March 1996 period Is due to two factors. 

9 First, two contracts (Eco Peat and Orange Cogan) bl)gan during 

10 the April through September period, but will be in effect for the 

11 entire six months in the projection period. Second, the escalation 

12 provisions in most contracts take effect In January, 1996. 

13 

14 Q . 

15 A. 

What does fine '19, Eco Peat lease credit, represent? 

This credit is a result of negotiations between the Company and 

16 Eco Peat to all:ow the Eco Peat facility .and its power sales 

1 7 contract to become part of the General Peat facility. The credit 

18 consists of two parts: a fixed payment of $800,000 per year (paid 

il9 monthly) which Eco peat would have paid In order to ledse the 

20 Avon Park steam site, and a share of the actual profit for Eco 

21 Peat, estimated to $1 60,000, payable In January of 1996. FPC 

22 feels .:lt since customers are paying c.apaclty charges for this 

23 contract, it is appropriate to reduce capac:Jty charges by these 

24 credits. 

- 14 -
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2 A. 

Oo-.s this conclude your t estimony? 

Yes. 
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FLORIDA POWER CORPORATION 

DOCKET No. 960001-EI 

GPIF Targets and Ranges for 
October 1995 through March 1996 

DIRECT TESTIMONY OF 
LARRY G. TURNER 

a. Please state your name and bualneaa address. 

35 

2 A. My name is Larry G. Turner. My business address Is Post Office Box 

3 14042, St. Petersburg, Aorlda 33733. 

4 

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

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

7 Engineer. 

8 

9 a. Have the duties end responslbllJtlea of your position with the Company 

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

11 A. Yes, t h t • have. 

12 

13 a. What is the purpose of your testimony? • 



36 

1 A. The purpose of my testimony is to present the development of the 

2 Company's Generating Performance Incentive Factor (GPIF) targets and 

3 ranges for the period of October 1995 through March 1996. This 

4 development includes the targets and improvement/degradation ranges 

5 for unit equivalent availability and unit average r.et operating heat rate 

6 in accordan~. e with the Commission's Generating Performance Incentive 

7 Implementation Manual. 

8 

9 a. Do you have an e.xhibh to your testimony? 

10 A. Yes. I will sponsor an exhibit containing 76 pagas. which consists of 

11 the GPIF standard form schedules prescribed In the lmolementation 

12 Manual and supporting data, Including unplanned outage rater., net 

1 3 operating heat rates. and computer analyses and grapl .<; for each of the 

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

15 testimony. 

16 

17 a. Which of t he Company's generatJng unha have you Included In the GPIF 

18 program for the u j1comlng projection period? 

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

20 period . C (Stal River Units 1 through 6 and Anclote Units 1 and 2. 
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Have you determined the equivalent avalabllty targets and 

improvement/degradation ranges for the Company' a GPIF units? 

Yes, I have. This information is included In the Turget and Range 

Summary on page 3 of my exhibit. 

How were the equivalent avaUabllty targeta developed? 

The equivalent av~ lability taroets were developed using the 

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

Section 4 of the Implementation Manual. This method describes the 

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

for the four individual unplanned outage rates (I.e. forced, partial 

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

combination constitute the unit's equivalent unplannod outage rate 

!EUOR,. From operational date and these graphs, the Individual target 

rates are determined by inspecting two years of twelve-month rolling 

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

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

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

projected planned outage hours are taken Into account, the hours 

calculated from these individual unplanned outage CA1U can then bo 

converted int') 1 , overall equivalent unplanned outage foetor !EUOF). 

Because factors are additive (unlike rates), the unplanned and planned 
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outage factors (EUOF and POFI when added to the equivalent 

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

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

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

rates ... e contained In the section of my oxhlblt entitled ·.unplanned 

Outage Rate Tables and Graphs". 

What is the target equlvaJont avalabilty factor for Cryatal River 37 

The EAF target for Crystal River Unit 3 Is 79.79%. The unit' s next 

mid-cycle outage b scheduled to begin February 2:), S~nd continue 

through April 16, resulting In a Winter period POF of 17.41-J%. The 

unit's EUOR target is 3.30, which results In an EUOF of 2.27% when 

planned outage hours are taken Into account. 

Please describe the method utilized In the development of the 

improvement/degradation ranges for each OPIF unit's availability 

targets. 

In general, the methodology described in the Implementation manual 

was usc·:. Ranges were first established for each of the four unplanned 

outage rates associated with each unit. From an analysis of the 

unplanned outage graphs, units with small historical variations In 

. 4 . 
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outage rates were assigned narrow ranges and units with large 

variations were assigned wider ranges. These Individual ranges, 

expressed in terms of rates, were then converted into a single unit 

availability range, expressed In terms of a factor, using the same 

procedure described above for converting the availability targets from 

rates to • Jctors. 

Have you determined the nat operetlng heat rate targets and ranges for 

the Company's GPIF untts7 

Yes, I have. This information Is lnduded In the Target and Range 

Summary on Page 3 of my exhlbtt. 

How ware these heat rate targets and ranges developed? 

The development of the heat rate targets and ranges for the upcoming 

period utilized historical data from the past three comparable GPIF 

periods, as described in the Implementation Manual. A •least squares .. 

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

ranges having a 90% confidence level of Including ell data. The 

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

and rangE's 1 Jr each of the GPIF units are contained In the section of 

my exhibit entitled "Average Net Operating Heat Rate Curves". 

. 5 . 
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How were the GPIF Incentive points developed1 for the unit availability 

and heat rate ranges? 

GPIF incentive points for availability and heat rate were developed by 

evenly spreading the positive and negative point values from the target 

to the maximum and minimum values In cue of availability, and from 

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

heat rate. The fuel savings (loss) dollars were evenly spread over the 

range in the same manner as described for the Incentive points. The 

maximum savings (loss) dollars are the same as thoRo used in the 

calculation of wolghtlng factors. 

How were the GPIF weighting factors determined? 

To determine the weighting factors for availability, a series of PRO MOD 

simulations were made in which each unit's maximum equivalent 

availability was substiwted for the target value to obtain a new system 

fuel cost. The differences in fuel cosu between these cases and the 

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

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

unit to fuel saving~:. was determined by multiplying the BTU savings 

between ·~e minimum and target heat rates (at constant generation) by 

the averdge cost p er BTU for that unit . For Crystal River 3, the 

contribution of heat rate to fuel savings was developod in a manner 

- 6 -
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10 

11 

a. 

A. 

4 1 

similar to the fuel savings from availability, since an Improvement in the 

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

generating capacity. Weighting factors were then calculated by 

dividing each individual unit's fuel savings by total system fuel savings. 

What was the basis for determining the estimated maximum Incentive 

amount? 

The determination of the maximum reward or penalty was based upon 

monthly common equity projections obtained from a detailed financial 

simulation performed by the Company's Corpo:rate Model. 

12 a. Does this conclude your testimony? 

13 A. Yes. 
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FLORIDA POWER CORPORATION 

DOCKET NO. 960001-EI 

Re: GPIF Reward/Penalty Amount for 
October 1994 through March 1995 

DIRECT TESTIMONY OF 
LARRY 0 . TURNER 

a. Please state your name and buaine38 addresa. 

4 2 

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

3 St. Petersburg, Florida 33733. 

4 

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

6 A. 1 am employed by Florida Power Corporation as Senior Perfo ·mance 

7 Engineer In Energy Supply Services, Plant Performance. 

8 

9 a. Have the duties and reaponalblllties of your poattlon with the Company 

10 remained the same since you last teatffied In thla proceeding? 

1 , A. Yes, they have. 

12 

1 3 a. What Is tho purpose of your testimony? 

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

15 Company's oneratlon PerformancelncentJve Factor (GPIF) amount for 

16 the period of October 1 994 through March 1996. This was developed 

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



4 3 

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

2 period. 

3 

.4 a . Do you have an 81Xhlblt to your testimony In thla proceeding? 

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

6 of the numbered sheets which ere attached to my prepared testimony. 

7 Thee:.. bit contains the schedules required by the GPIF Implementation 

a Manual, which support the development of the Incentive amount. I 

9 have also included other data forms to supplement the required 

1 o schedules. 

11 

1 2 a . What GPIF Incentive amount have you calculated for thla pe•iod7 

13 A. I have calculated the Company's GPIF Incentive amount to be n reward 

1 4 of $183,528. This amount was developed in e manner consistent with 

1 5 the GPIF Implementation Manual. Sheet 1 of my oxhlblt shows the 

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

1 7 summary of weighted incentive points earned by each Individual unit 

1 a can be found on Shoot 3. 

19 

20 a. How were tho lncon lve points for equivalent availability and heat rate 

21 calculated for the Individual GPIF unlta? 

22 A. The calcula ; n of incentive points is made by comparing tho adjusted 

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

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

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

2 exhibit Sheets 8 through 14. 

3 

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

s data for comparison with the targets? 

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

7 necE!~ •ary to allow their compar!son with the "target" Point Tobias 

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

~ adjustments are described In the lmplemuntation Manual and are further 

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

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

12 concern primarily the differences between target b~d actual planned 

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

14 adjustments concern the differences between the target and actual Net 

1 s Output Factor (NOF), and are shown on Sheet 7. The methodology for 

16 both the equivalent availability and heat rate adjustments are explained 

1 7 in the Staff memorandum. 

18 

19 0. Have you provided the aa·worked planned outage schedules for the 

20 Company's GPIF •mlts to support your adjuatmenta to actual equivalent 

2 1 avaYabBhy7 

2 2 A. Yes, Sh,. •t 23 of my exhibit shows a comparison of targ3t and actual 

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

. 3 . 
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as-w orked critical path charts for each unit which experienced a 

2 planned outage during the period. 

3 

4 a . Does this conclude your teatimony7 

5 A. Yes. 

- 4 . 
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BEFORE TilE PUBUC SERVICE COMMISSION 

FLORIDA POWER & LIGHT COMPANY 

TESTIMONYOF R.SO..VA 

DOCKET NO. 950001·EI 

MAY IS, 1995 

46 

Q. l'l e.u state your namr and business addrw. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

My name Is Rene Sliva and my b111lness address Is 9250 W, fla gler 

Street. Miami, Florida 33174. 

M r. Slln, would you please 1tate your present position with flo rida 

Power and Light Company (FPL). 

I am the Manaeer or Forecastln& and Regulatory R esponse Co:- the 

Power Generation Business Unit or FPL. 

Mr. Silva, have you previously bad tesdmony praented In this d ocket? 

Yes, I luwc. 

Mr. Siln, what Is the purpose of your testimony? 

The pu rpoc,. of my testimony Is to present the actual performance 

resul ts for the £.1uh•alent Availability Factor (EAF) and Average Net 

Opentlng Hut Rate (ANOBR) for the nineteen (19) units used to 

deter. l'e the Genera lin& Pedormance Incentive Far tor (GPlF) and to 

compare these actual re1ulu to the taraeta that were approved In 

Commission Order No. PSC-94-109l-FOF·EIIssued September 6, 1994 
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for the period October, 1994 throuah March, 1995. On the bash of 

this comparison, I hav~ calculated an lncendve amount for the period. 

Ha,•e you prepared, or cnused to have prepared und~r your direcUon, 

supen •lsion or control, an uhlblt In th.IJ proceeding? 

Yc~. I ho,•e. It consists or one document. Pa.g~ l of that document is an 

Index to L. e contents of th~ document. 

What is the l ncentlv~ amount you bavecalculated for the p~riod 

October, 1994 through March, 1995? 

llul\•e calculated a CPJF reward or$3,109,109. 

Will you plc.as~ uplain how the reward amount 1.1 c:aJculated? 

Thr s teps Involved In maklngtbls calcalallon are contaln~d In 

Docum~n t No. 1. Pag~ 2 or Document No. lIs the GPJF 

Reword / P enalty Table (Actual) and show• an overall GPIF 

pc:rformon ce point valu~ or +3.6765 which corresponds to a GPIF 

rewa rd or$ 3,109,109. Page 3 Is the calculallon or th~ maximum 

allowed incentive dollars. The calculatJon of the system actual GPJF 

perrorma nct Is s hown on pag~ 4. Tbls paae llall each unit , t he 

perform once lndlc"tors (ANOHR and EAF), the wdghJng factors and 

the assoclat~d CPIF points. 

J'oges 5 is tt1c actual EAF and adjustment11ummary. This page lists 

each or the nineteen (19) unlts, the actual outage factors and the actual 
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EAF In columns 1 through S. Column 61s tbc adjustment for planned 

outafc \'&riatlon, which Is shown on pace 6. Column 7 is the adjusted 

actual EAF and Column Sis the tar&d EAF. Column 9 contains the 

Generating Performance Incentive Points for availability a s 

determined fr om the tables submitted to and approved by the 

Commission prior to the start of the pe.rlod. These tables are shown on 

r es 8 through 26. 

Page 7 shows the adjustments to ANOHR. For each or the nineteen 

(19) unll.s, it shows the tarcet btat rate formula, the actua1 Net Output 

Foetor (NOF) and the 11ctual ANOHR In columns 1 through 4. Since 

heat rate varies with NOF, It ls necessary Lo determine both the target 

and actual heat rata at the same NOF. This adjustment Is to pro>ide 11 

common basis for comparuon purposes and ls showo. .,umcrically for 

GPIF unit in columns S throu1h 8. Column 9 contains the (, meradng 

Performance Incentive Points that have been delermlnrd from the 

lllblc submitted for each unit and approved by the Commission. These 

same tables arc shown on paces 8 throu&h 26. 

Mr. Silva, will you explain the primary reason or reasons wby FPL will 

be rewarded under the GPIF for the pulod October, 1994 through 

March, 19951 

Yes. The r .imary reason that FPL will ~ve a reward ror the period 

was that Turkey Point nuclear unJt 3 and St. Lucie nuclear unit 2 had 

better availability than was projected. Additionally, the availability 
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performance a t the St. John's 1 and 2 fossil units contributed to the 

GPrF ~ward. 

Mr Sih·a, would you please summarize the performance or FPL's 

nuclear unit availability ? 

Turkey Point Unit 3 operated at an adjusted actual EAF or 97.3 % as 

corr - ared lo H.s larget of93.~~. Thlf wll! result In a +10.00 point 

reward whkh corr<'sponds to a GPIF reward of$1,018,188. 

Turkey Point Uni t 4 operated at lUI adjusted actual EAF or 60.3 % as 

compared to its target or 60.6~. This will result in o ·1.00 point 

penalty which corresponds to a GPIF penalty or ( $66,470). 

St. Lucie Unit 1 operated at an adjusted actual E AF or 59.7 % as 

compared to Its target or 60.6%. This will resul t In a ·3.Citl point 

penalty which corresponds to a GPlF penally of ( $247,105). 

St. Lucie Unit 2 operated at an adjusted actual EAF of 97.2 % as 

compared to Its target of91.6%. This will result lin a +10.00 point 

reward whic.h corresponds to a GPlF reward or $1,081,613. 

The total GPIF reward for the nuclear units ' availability performance 

is $1,786,226. 
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Mr. Sih·a, please summarize thA nuclear :.nits performance as It relates 

to the ANOHR of the units. 

Turkey Point nuclear unit 3 operated with an adjusted actual ANOHR 

of 10882 BTU/KWH which was poorer than projec ted by 17 

BTU/KWH. This ANOHR Is within ± 75 BTU/KWH of the projected 

target , therefore there Is no GPIF reward. or penalty. 

Turkey Point nuclear unit 4 operated with an adjusted actual ANOHR 

of 10862 BTU/ KWH which was better than projected by 140 

BTU/KWH. This will result In a +10.00 point reward which 

corresponds to a CPIF reward or $550,53%. 

St. Lucie nuclear unit 1 operated with an adjusted actual ANOHR of 

10810 BTU/KWH which was better than projected b) 44 BTU/KWH. 

This ANOHR Is within± 15 BTU/KWH of the projected •argct , 

therefore there Is no GPIF reward or penalty. 

St. Lucie nuclear unit 2 operated with an adjusted actual ANOHR of 

10869 BTU/KWH which was poorer than projected by 106 BTU/KWH. 

This will result loa ·1.61 point penalty which corruponds to a GPIF 

penalty or ($88,373). 

The tota l r eward for the nuclear units' beat rate performance is 

$462,159. 
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Q. Mr. Silva, what will tb~ total GPIF ln~~ntlve reward be for the FPL 

2 nudear units for EAF and ANOHR? 

J A. $2,248,385. 

4 

s Q. Mr. Sll\'11, '··ould you pleas~ tummll'ize the performance or FPL's fossil 

6 units? 

7 A. The p~rformr~oee of the nrtetl' (15) Coull un.lts Included In th~ GPJF 

8 for the p~rlod or Octob~r, 1994 tbrouah Marc.b, 1995 will receive a 

9 total comblntd GPIF ~ward of $860,7.14 for EAF and ANOHR. 

10 

I I Eleven (11) or the units performed bdter than theJr a\'ailabllily targets, 

12 while the remalnln& four (4) performed poo~r than their taraets. The 

JJ combined fossil unit availability performance will resul! In a GPJF 

14 reward of$817,679. 

15 

16 Four (4) olf the units operated with ANOHR's that were better than 

17 projected a nd five (5) units operat~d wflh ANOIIR's that were poorer 

IK than projected. The remainina teven (7) UAit.s were within th~ + 75 

19 BTU/KWH dead band and they will receive no Incentive reward or 

20 penalty. The combined fossil unJt beat rate put'onnance will result in a 

21 GPIF re" a•d or $43,045. 

22 

2~ Q. M ... Sil \'u, does this condude your testJmony? 

u A. \ es, it does. 

25 
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BEFORE THE FLORIDA P~IC SBRVXCB COMM~SSION 

PLORIDA POWBR " LIGHT COMPANY 

'l'BS'l'IXONY OF R.BNZ SILVA 

DOCXBT NO. 950001 - BI 

JUne 20 , 1995 

Pleaae atate your name and addreaa. 

52 

I··~ name is Rene Silva. My business address is 

9250 w. Flagler Street, Miami, Florida 33174 . 

By whom are you employed and what is y ou r 

poaition? 

I am employed by Florida Power & Light Company 

(FPLl as Manager of For ecasting and Regulatory 

Response in the Power Generat ion Bus11acss Unit. 

Have you previoualy teatified in this d~cket? 

Yes. 

What ia the purpoae of your teatimony? 

The purpose of my testimony is to presen t and 

expl1in FPL's projections for (1) dispatch cost s 

of heavy fuel oil , light fuel oi 1, coal and 

natural gas, (2) availability of natural gas to 

FPL, ( 3 l generating unit heat rates and 
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availabilities. and (4) quantlties and costs of 

interchange and other power t ransact ions . These 

projected values were used as input values to 

POWRSYM in the calculation of the proposed fuel 

cost recovery factor for the period October, 

1995 through March, 1996 . I n addition, my 

testimony addresses FPL' s pur chase of railcars 

to r;, ! used to deliver Western coal to FPL · s 

Scher er Unit No .4, for t he purpose of reducir.g 

fuel costs. 

Have you prepared or cauaed to be prepared under 

y our supervision, direction and contro l an 

Exhibit in thi• proceeding? 

Yes, I have. It consist s of pages 1 throuy~ 7 

o f Appendix I of this f i l ing. 

What are the key factor• t hat could affect FPL 's 

pric e f o r heavy fue l oil during the octob e r. 

1995 through March, 1996 period? 

The key factor s are C1J demand fo r crude oi l and 

petroleun products (including heavy fuel oil J, 

C2l non-OPEC crude oil supply, (3) the extent to 

~ :ch OPEC production matches actual demand for 

OPEC crude oil, { 4) t he relationship between 

2 
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1 heavy fuel oil and crude oil, and the terms of 

2 FPL's heavy fuel oil supply and transportation 

3 contracts. 

4 

5 In general, world demnnd f or crude oi 1 and 

6 petroleum products for the second half of 1995 

7 and 1996 is projected t o be moderately higher 

8 ~'lan in 1994, as a result of the continued 

9 economic r acovery in Western Europe and Japan, 

10 plus the rapid economic growth in other 

11 countries in the Pacific Rim. 

12 

13 On the supply side, total non-OPEC crude oil 

14 supply for the second half of 1995 and 1996 is 

15 projected to be slightly nigher tl~ ::tn in 1994 due 

16 to increases in production in the Nortt. Sea and 

17 Colombia. 

18 

19 Regarding OPEC crude oil production, it is 

20 projected that in the second half of 1995 and in 

21 1996 OPEC production will effectively match 

22 d~mand for OPEC crude oil. 

23 

24 It is projected that these factors will cause 

25 crude oil prices, and consequently heavy fuel 
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ss 
oil prices. to continue to i ncrease moderately 

during the second half of 1995 and 1996, 

relative to 1994 prices. 

What ia the projected relatioD.8hiP bet-en heavy 

ruel oil and crude oil pricea during the 

October, 1995 through Karch, 1 9 9 6 p~rio6? 

H~avy fuel oil prices on the u. S. Gulf Coast 

are projected to be approximately 75% of the 

price of West Texas Intermediate (WTI) crude 

oil. 

Please provide FPI. • 8 p rojection for the dispatch 

cos t o f heavy tuel oil tol:" tbe Oct.o b er, 1995 

t .hrougb Marc.h, 1996 period baaed on l"PL 's 

evaluation of the ~ey factora diacuaaed above. 

FPL' s proj ection for the dispatch cost of heavy 

fuel oil is provided on page 3 of Appendix I in 

dollars per barrel at each of the oil-fired 

plants. We project that during this period the 

dis~~tch cost of heavy fuel oil will range from 

$14.66 to $16. 96 per barrel for 2. 5% sulfur 

grade fuel oil, $14.71 to $17.44 per barrel for 

2.0% sulfur grade fuel oil, $15.12 to $17 .28 per 

barrel for 1.0% sulfur grade fuel oil, and from 

4 
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$15 .94 t o $17 . 65 per barrel for 0. 7% s ulfur 

gr ade f uel oi l , appr oximately, (depending on the 

mont h a nd the de l ivery locati on) . 

What are t he key factors that could affect the 

price of light fuel oil? 

The key fact ors that a ffect the price of light 

f uel oi l are simi~ar t o those described above 

for heavy fue l oil. Therefore , in general t he 

mar ket price o f light fuel oil is projected t o 

i ncr ease moderatel y during 1995 and 1996. 

Please provide l"PL ' s projection for the diapatc.h 

cost of light fuel oil for the period fru~ 

Oct ober, 1995 through March, 1996 baaed on l"PL's 

evaluation of the key factor• diacu•aed above. 

FPL ' s p r ojection for the di spatch cost of light 

oil for each of t he combustion t urbi ne and 

combined cycle plants is shown on page 4 of 

Appendi x I . We proj ect t hat during this pe r i od 

t he dispat~h cos t of light f uel oil will range 

from $21 .4 3 t o $25 .37 per bar rel, approxima t ely , 

dependi ng on the month and delivery l ocat ion . 

What is tbe b a sis for l"PL'a projection. of the 

5 
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dispatc h coat of coal at tbe St . Johns River 

Power Park ( SJRPP ) ? 

The projected dispat ch cost of coal at SJRPP is 

based on FPL's price projection of spot coal 

delivered to SJRPP. 

7 About 73% of the coal purchased for SJRPP during 

8 the period will be under the terms of the three 

9 l ong-term coal supply contracts. Annual coa 1 

10 volumes delivered under these contracts are 

11 fixed on October 1st of the previous year . 

12 Therefore, t hey do not affect the daily dispatch 

13 decision. The dispatch price of coa1 f~r SJRPP 

14 is based on the variable component of the coal 

15 cost. the projected spot coal price. Abott 27% 

16 of coal purchased for SJRPP for the period i s 

17 projected t o be spot coal. 

18 

19 

20 

21 

22 

23 

2 4 

25 

Q . 

A. 

Please provide FPL'a projection ror tbe dispatch 

coat of coal for SJRPP for tbe OCtober, 1995 

through March, 19'6 period. 

FPL's proj ected dispatch cost of coal a t SJRPP, 

shown on page 5 of Appendix I, is approximately 

Sl .54 per million BTU, delivered to SJRPP. 
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What is the bas is tor PPL'• proj•etions ot the 

dispatc.h cost o~ coal at Scherer 17nit 4 f or the 

october, 1995 thro ugh xarc.h, 1996 period? 

FPL's projected dispatch cost of coal at Scherer 

unit 4 is the projected monthly delivered spot 

price of coa l . Approximately 80% of the coal 

purchased during the period is projected t o be 

spot coal from the Powder River Basin. The 

balance will be Eastern coal delivered under 

existing long-term contracts. 

Please pro vide FP~·• projection for the di~patcb 

cost of coal for Scherer onit 41 during the 

october, 1995 t hrough KarCh, 1996 perioa 

FPL' s projected dispatch cost of coal at Scher~r 

unit 4, shown on page 5 of Appendix I, is 

approximately $1 .56 per million BTU delivered to 

Plant Scherer. 

Does FPL's propoaed fuel factor reflect a return 

on, and depreoiat~on of, railoara owned by FPL 

that are used to deliver coal to Scherer Pl ant? 

Yes. FPL owns 462 railcar s, with an initial 

v ~lue of $24 million, that are used to deliver 

coal to Scherer Plant. Like the railcars used to 
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deliver coal t o SJRPP, which have been 

previously approved for cost recovery purposes. 

a return on , and depreciation of, these Scherer 

ra i lcars is r eflected i n FPL 's fuel factor . 

Whe.n did PPL purcllaJae the railcar• it uees t o 

deliver coal to Scherer Plant? 

FPL ~ tered into a contract with Trinity 

Industries, Inc .. on April 26, 1994. to purchase 

t he 462 Scherer r ailcars. The railcars were 

delivered and placed i n service in four 

installments between January 10 and Ma rch 23. 

1995 . 

Why did PPL purch6ee railcar• to deliver c oal to 

Scherer Plant? 

FPL purchased these railcar s in order t o r educe 

fuel costs . In order for FPL to purchase and 

transport the less expensive Wes tern coal from 

the Powder River Basin in Wyoming to Scherer 

Plant. FPL had to supply the railcars. FPL 

compared : he projected cost of Western coal 

delivered to Scherer Plant to that of Eastern 

co and oetermined that purchasing and 

transporting Western coal in FPL's railcars 

8 
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would result in net savings of at least S2 4 

million and more likely about $67 million over a 

16-year period, present valued in 1992 dollars . 

These projected savings are net of all costs , 

including the cost of the railcars. 

. 
Why is tbe projected $67 aillion .. vino• more 

likely t~ n tbe $2' aillion ••v~? 

The $24 million savings was projected using a 

•worst case· scenario . The magnitude of the 

savings to be rea lized due to the change t o 

Western coal depends primarily on two fac tor s : 

the total Scherer Plant capital investment 

r equired by the change to western coal, and the 

quantity of Western coal utilized in the enti=e 

Scherer Plant (which produces the fuel savings). 

FPL' s •worst case• analysis scenario asswnerJ 

that the required capital investment would 

include $23 million for a stacker-reclaimer to 

handle the coal, and that the Plant would 

operate ~ t a 30\ capacity factor. Based on these 

•worst case- a ssumptions, the net savings to 

FPL's customers was projected to be about $24 

mil . on. The savings calculat ion ! or th is 

scenario is summarized on page 8 of Appendi x I 
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to my testimony. 

The more probable scenario, which assumed that 

the stacker-reclaimer would not be required. and 

that the Plant (overall ) would operate at a 65% 

capacity factor, resulted in projected savings 

of $67 million. The savings calculat i on for this 

scenario is s ummarized on page 9 o f Appendix I 

c. ~.. my testirnony. 

Delivery of Western coal to Scherer Plant began 

i n October. 1993. Based on the experience 

acquired during 20 months of handli ng both 

Eastern and Western coal effectively wit hout a 

stacker-reclaimer. it is now the Plant co­

owners · opinion that the stacker-reclaimer 'till 

not be required. In addition , the r lant 

(over all) has been operating at a 67% capacity 

factor. Thert~ fore, since cur rent and projected 

operating conditions are consistent wi th ~he 

second analysis scenario, it is m~ch more likely 

tha t t he net savings will be about $67 million. 

What is t.ue basi.& for the projected savings 

associated with western coal? 

Wes ~rn coal is significantly less expensive 

than Eastern coal . At present, Eas tern coal is 

10 
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priced ac approximately $1.12 per MMBTU, whil e 

Wes tern coal is priced at $0.26 per MMBTU. This 

$0 .86 price differential makes the conversion t o 

Western coal the economic choice. In addition, 

this price difference is projected to increase 

due to rising demand for Eastern · compliance· 

(very low sulfur) coal among coal plants located 

East of the Mississippi that have t o reduce S02 

emissions to meet the requirements of Phase II 

o f the Clean Air Act. It is projected that t he 

average price difference over the next 15 years 

wil l be well over $1 per MMBTU. 

Does the use of Western coal at so.herer Plant 

provide any strategic benefits? 

Yes. The decision to use Western coal at Scherer 

Plant has very significantly broadened the coal 

resource base from which Scherer Plant can obtan 

coal. The Plant can only use •compliance• coal 

which emi ts less than 1 .2 lbs. of S02 per ~1BTU 

of energy input. Before having access to Western 

coa l sources, all the coal supplied to scr.9rer 

Plant •:as produced in only those Central 

Appala -::hia mines served by the Norfolk Southern 

Ra ilroad (NS), the only railroad with a line to 

11 
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1 Scherer Plant. Since NS serves only one third of 

2 the · compliance• coal production in Central 

3 Appalachia, our ability to create price 

4 competition among coal suppliers was very 

5 limited. For exampl e, if all the units at 

6 Scherer Plant were t o oper ate at 65\ capacity 

7 factor, the coal requir~ent would be 7.3 

8 ~illion tons of Eastern coal per year, or 35\ of 

9 current compliance coal production served by NS. 

10 On the other hand, t he Plant • s Western coal 

11 requirement, oper at i ng at the same capacity 

12 factor, represent s less t han 6\ o f current 

13 Powder River Basin (Western ) coal production 

14 capacity. This diver sification ot ,.oal supply 

15 made possible by havi ng access to Western coal 

16 will enable us to effectively creatr price 

17 competition among coal producer s and will result 

18 in reduced coal costs from all sources in the 

19 future. 

20 

21 

22 

23 

24 

25 

Q . 

A. 

Why c1oes the J'Urobaae of •••tern c oal make i t 

nec ess ary f o r FPL to provide it• own rai lcars? 

For two reasons. Fir st , because the number of 

wailable high-capacity a l wninum railca rs was 

not sufficient to meet the Scherer Plant 

12 
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1 requirement . Second, because, based on o ffer s 

2 received, the total cost of transporting coal i n 

3 existing railcars (including the cost of leas1ng 

4 the railcars) would have been at least 6% higher 

5 than the cost of transporting the coal i n the 

6 new railcars manufactured for FPL (includi ng the 

7 cost of the railcars themselves). 

8 Th~ total r.wnber of railcars offered to the 

9 Scherer Plant co-owners was barely suffic ient t o 

10 transport half the quantity reQuired by the 

11 Plant. In order t o meet the Plant • s requirement, 

12 t he Scherer Plant co-owners have had t o purchase 

1 3 a total of 13 newly manufactured unit trains . 

14 while the number of railcars , a co~!nation o f 

15 different designs and materials, offer ed for 

1 ~ lease was barely sufficient to complete 7 unit 

17 trains. More importantly, the cost of the new 

18 railcars (in dollars per ton ) was lower than the 

19 lowest offer for existing railcars. In addi tion. 

2 0 the rates specified in FPL 's coa l transportation 

21 

22 

23 

24 

25 

conLr'\cts for western coal resulted in 

s i gnif1canLly l ower costs for coal hauled in the 

new high capacity , aluminum railcar s purchased 

..JY FPL. 

13 
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How c:Ud Fl'L det ermine the number o! railcars 

that would be necessary to deliver wescern coal 

!or its Scherer ~1t Ro.,? 

Using FPL • s system simulation model ( POWRSYM l we 

projected that Scherer Unit No.4 would ope ra t e 

6 at an annual capacity factor of 85%, or higher, 

7 every year beginning in 1996, and that it would 

8 L :quire at least 2 . 3 million tons of Western 

9 coal per year. 

10 One unit-train, composed of 110 railcars. can 

11 deliver about 500,000 tons of Western coal per 

12 year. Therefore 4. 6 unit-trains would be 

13 required to deliver the total projected Western 

14 coal requirement for Scherer Unit ~!". 4. FPL 

15 decided t o purchase four unit-trains, pl Js 22 

llj spare railcars, for a total of 462 railcars . 

17 These four unit trains are projected to be ful ly 

18 utilized. 

19 Since it is projected that a fifth unit - traln 

20 would not be fully utilized, and since there are 

21 sufficient railcars available to meet FPL ' s 

22 remaining need, we have decided that at present 

2 3 the remaining required coal tonnage, if any, 

24 i ll be delivered using railcars owned by other 

25 Plant Scherer co-owners, or the railroad. or 
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ocher parties. As stated above. tor fully 

utilized unit-trains. it is more economic t o 

purchase the new railcars. However, for r ailcars 

that are not to be fully utilized, and where the 

r ate of utilization is uncertain. it is 

appropriate to lease railcars to meet 

fluctuating coal requirement levels. The need to 

pu.c hase addit ional railcars will be r e­

evaluated per iodi cally , using more current 

information about the operation of Scherer Unit 

No .4. 

How wae Trinity YD4u•tr1•• •olecte~ t o provi~e 

PPL ' s railc.::ara? 

Trinity was selected as a result of a 

competitive bid evaluation process conduct ~d by 

Souther n Company Services ac ting as agent for 

the Scherer Plant co- owners. which include FPL . 

Trinity's total cost was the l owes t of the three 

bidders. FPL reviewed the bids and the 

evaluation process, verified that Trinity ' s was 

the l <)West cost bid, and concurred with the 

selection of Trinity Industries. 

What are the fac tor• that aff e ct FPL' a natur al 

15 
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gaa prices 4uring the october, 1995 thr.ough 

March, 1996 p e riod? 

The key factors are (1) domestic natural gas 

demand and supply, (2) foreign natural ga~ 

imports, 13) heavy fuel oil prices and (4 l the 

terms of FPL • s gas supply a nd transportation 

7 contracts. 

8 

9 In general, domestic demand for natural gas 

10 during the second ha lf of 1995 a nd 1996 is 

11 projected to be moderately h igher than in 1994 

12 due primarily to i ncreased usage for electric 

13 generation. on the supply s i de, u.s. production 

14 o f natural gas, s t orage availability and 

15 Canadian imports are a l so proj ected to increase 

16 moderately . As indicated pr eviously, hea":' fuel 

17 oil prices are projected to be s omewhat hLgher. 

18 

19 It is .Projected that t hese factors will cause 

20 FPL's natural gas prices to increase moderately 

21 during 1995 and 1996. 

22 

23 

24 

25 

Q . What are the ~actor• that affec t the 

availabili ty of aatural gaa to FPL 4uring the 

october, 1995 t hrough llarc.b, 1 996 period? 

16 
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The key factors are (ll the existing capacity of 

natural gas transportation facilities into 

Florida and (2) the projected natural gas demand 

4 in the State of Florida . 

5 

6 The current capacity of natural gas 

7 transportation facilities into the State of 

8 Florida is 1 455,000 million BTU per day. FPl.' s 

9 total firm transpor tation capacity during the 

10 October, 1995 through March, 1996 period will 

11 range from 455,000 million BTU per day to 

12 480,000 million BTU per day . 

13 

14 Total demand for natural gas in the s~ate during 

15 the period (including FPL ' s firm capacit.:tl i s 

16 projected to be between 1, 410, 000 million BTU 

17 per day and 1,305,000 million BTU per day, or 

18 from 45,000 to 150', 000 million BTU per day below 

19 the pipeline's tota l capacity. This projected 

20 available pipeline capacity could e nable FPL to 

21 acquire additional natural gas. 

22 

23 

24 

Q . Please pro vide FPL ' a projeotio~ t o r natural gas 

unit cos ta and availability to P'PL f o r the 

25 Oc t o b e r , 1995 through ICaro.h, 1996 period b ased 

17 
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o o ~PL 'a evaluation of these factors. 

FPL 's projections of delivered natural gas unit 

costs and availability are provided on page 6 of 

Appendix I. We project that during this period 

the system-weighted-average total cost of 

natural gas delivered to the FPL system will 

range from $2.22 to $2.66 per million BTU and 

the average total availability of natural gas to 

FPL will r ange from SCO,OOO to 630, 000 million 

BTU per day. 

Please describe how you have developed the 

projected unit Average Net Operating Hellt Rates 

abowo oo Sch•dule B4 of Appendix II . 

The proj ected Average Net Operating i:Qat Rates 

were developed using the act ual monthly ;.verage 

Net Operating Heat Rates and t he corresponding 

Net Output Factors from previous October through 

March periods. This historical data was used to 

calculate an efficiency factor, or heat ra te 

multiplier, for each generating unit. The most 

rece~t unit dispatch heat rate curves, modi fi ed 

by the uni t's effi ciency factors, were provided 

as input to the POWRSYM model . 
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Are y ou providing the outage factor s projeeteO 

r or tbe period OCtober, 1995 tbrougb Marcb, 

1996? 

Yes . This data is shown on page 7 of Appendix I. 

How were t .he outage ractora for this period 

~eve loped? 

The unplanned outage factors wer e developed 

using the actual historical full and partial 

outage event data for each of the units. The 

actual unplanned outage factor of each 

generat i ng uni t for the previous twelve-month 

period was adjusted, as necessary , to etiminate 

non-recur ring events and recognize t he effect of 

planned outages to arrive at the projected 

factor for the October. 1995 through March, 1996 

period . 

Please describe a~goificant planned outages f o r 

tbe October, 1 995 through Karch, 1996 period. 

Planned outages at our nuc l ear units are the 

most signi r icant in relation to Fuel Cost 

Recovery. Turkey Point Unit No.3 is scheduled 

to c out of service for refueling from 

September 4 until October 27, 1995 or twenty six 

19 
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days during the period. St. Lucie Unit No .2 is 

scheduled to be out of service for refue ling 

from october 2 until November 24, 1995 or f ifty 

three days during the period. Turkey Point Unit 

No .4 is scheduled to be out of service for 

r e fueling from March 1 until Apr il 24, 1996 or 

thirty one days during the period. There are no 

, :her significant planned outages during the 

projected period. 

Are any changes to PPL 's gen.eration capac i ty 

planned dur~g the october, 1995 through Marc h , 

1996 period? 

No . 

Please discuss the arrangements between ~PL and 

JEA regarding the St . John.& lliver Power Park 

(SJRPP). 

Under the terms of the contract, FPL owns 20% of 

the units and has the right to schedule an 

addi tional 30% of the capacity of the units from 

JEA's portion. The portion of energy scheduled 

by FPL related to FPL 's 20t ownership of the 

units i s i ncluded in Fuel Cost Recovery 

Schedules as FPL generation, and th balance o f 

20 
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energy scheduled and related ener gy costs ar e 

ir • .-l uded in Fuel Cos t Recovery Schedules a s 

p urchased powe r. 

Are you providi ng the projec ted inte r c hang e and 

purc hased power tranaactiona forecasted t or 

Oct ober , 1995 t hrough March, 1996? 

Yes . This data is shown on Schedules E6, E7. 

E8, and E9 of i\ppendix II of t his filing . 

Xn what types of interchange tranaac tions d o e s 

P'PL engage? 

FPL purchases interchange power from others 

u noer severa l types of i nter change trans a c tions 

whi ch have been previously descr ibed in thi s 

d ocket : Emergency - Schedule A; Short Te rn. Firm 

- Schedule B; Economy - Schedule C; Ext ,~nded 

Economy Schedule X; Opportunity Sa l es 

Schedule OS; UPS Replacement Ener gy - Schedul e R 

a nd Economi c Energy Participation - Schedule EP. 

Fo r s e rvi ces provided by FPL to other utilities , 

FPL has deve loped amended Interchange Service 

Schedules , including AF 

(Scheduled Main tenance), 

21 
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(Outage), and XF (Extended Economy ). These 

amended schedules replace and supersede ex1sting 

Interchange Service Schedules A, B. c, o, and X 

for services provided by FPL. 

noee PPL have other than 

intercb.ange agreements for the purcb.ase of 

~'ectric power and energy wbdoh are included i n 

your projeccions? 

Yes . FPL purchases coal-by-wire electrical 

energy under the 1988 Unit Power Sales Agreement 

(UPS) wi th the Southern Co~anies. FPL has 

contracts to purchase nuclear energy under ~he 

St . Lucie Plant Nuclear Reliabili :: v Exchange 

Agreements with Orlando Utilities Co~ssion 

(OUCl and Florida Municipal Power Agency (T~PA l . 

FPL also pur chases energy from JEA's portion of 

the SJRPP Units, as stated above. Additionally, 

FPL purchases energy and capacity from 

Quali fying Facilities under existing tariffs and 

contracts. 

Please provide the projected energy costs t o be 

T"3COVered through the ruel Coat ftecovery Clause 

for the power purchases referred to abcrve during 

22 
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the october, 1995 through Karch, 1996 period. 

Under the UPS agreement FPL's capac i t y 

entitlement during -:he projected period is 916 

MW from October, 1~~5 t hrough March, 1996. Based 

u~on the alternat e and supplemen t al energy 

provisions of UPS , an availability fact or of 

100% is applied t o these capacity entitlements 

~ > project energy purchases . The projected UPS 

energy (unit) c:ost for this period, used as 

input to POWRSYM, i s based en data provided by 

the Southern Compani es. For the period. FPL 

projects the purchase of 1,596.506 MWH of UPS 

Energy at a cost of $29,588, 655. In addition. 

we project the pur chase of 1 ,367 , 382 ~j.~ of UPS 

Replacement energy (Schedule Rl at a co .; t of 

$23,372 , 045. The total UPS Energy plus Schedule 

R proj ections are presented on Schedule E7 of 

Appendi x II. 

Energy purchases f rom t he J EA-owr.ed port1on of 

the St. Johns River Power Park generation are 

proj ected t o be 1,393, 462 MWH for the period at 

an energy cost of $20,986,800. FPL's cost for 

, e rgy purchases under t he St. Lucie Plan t 

Reliability Exchange Agreements is a function of 

23 
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1 the operation of St. Lucie Unit 2 and the f uel 

2 costs to the owners. For the per1od. we proj ect 

3 purchases of 179,233 MWH at a cost of $788 .275 . 

4 These projections are shown on Schedule E7 of 

5 Appendix II. 

6 

7 In addition, as shown on Schedule E8 of Appendi x 

8 II, we project t hat pur chases from Qualifying 

9 Facilities for t he per iod will provide 2,620,366 

10 MWH at a cost to FPL of $45,648,559. 

11 

12 

13 

14 

o. 

A. 

How wa re energy coat• related t o purc hases from 

Qualifying Pac ilitie• developed? 

For those contract s that entitle FPL to ~>urchase 

15 •as-available" energy we used FPL' s f uel price 

16 forecas ts as inputs to the POWRSYM model t o 

17 project FPL's avoided energy cost that is used 

18 to set the price of these energy purchases each 

19 month. For those contracts that enable FPL to 

20 purchase firm capacity and energy, the 

21 applicable Unit Energy Cost mechanism prescribed 

22 in the contract is used to project monthly 

23 energy costs. 

24 

25 Q . Have you proj ected Schedule A/ U - Eme rgency 
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Interchange Tran•actiona? 

No purchases or sales under Schedule A/ AF have 

been projected since it is not practical t o 

estimate emergency transactions. 

Have you project4ld Schedule B/BP' - Short-Term 

Firm Interchange Tranaactiona? 

No commitment for such transactions had been 

made when projections were developed . 

Therefore. we have estimated that no Schedule BF 

sales or Schedule B purchases would be made i~ 

the projected period. 

Please describe the metho4 ue•~ to to~ cast the 

Economy Transaction.. 

The quantity of economy sales and pu rchase 

transactions are projected based upon historic 

transaction levels. corrected to r emove non­

recurring factors. 

What are the foreoaated amounts and costs ot 

Economy energy aa1ea? 

We have projected 208,550 MWH of Economy energy 

~ales for the period. The projected fue l cost 

related to these sales is $4,628,776. The 

25 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q . 

A. 

Q. 

'J... 

Q . 

11 

pr ojected transaction revenue from the sules i s 

$6,372,101. Eighty percent of the gain for 

Schedule c is $1,394,650 and is credited t v our 

customers. 

:tn what cSocument ax-. the ruel c oat• of econ omy 

energy aalea tranaactioD8 reportecS? 

~=hedu1e E6 of Appendix I l provides the total 

MWH of energy and t otal dollar s for fue l 

adjustment. The 80% of gain is also provided on 

Schedule E6 of Appendix II. 

What are tbe roracaatacS aaou.nta ancS costs ot 

Economy energy pur~e•? 

The costs of these purchases a r e shewn on 

Schedule E9 of Appendix II. For 'the O.: t ober. 

1995 through March, 1996 period FPL projects it 

will purchase a total of 2,155,149 MWH at a cost 

of $38,821,030. If generated, we estimate that 

this energy would cost $43,646,079. Therefore, 

these purchases are projected to result in 

savings of $4,825,049. 

What are tbe foracaatacS aaou.nta ancS coat o f 

energy baing aold un4ar the St. Lucie Plant 

26 
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Reliabilit y sxcbanga Agreame.nt? 

We project the sale of 258,199 ~~ of ene rgy ~t 

a cost of $1,166, 444. These proj ections are 

shown on Schedule E6 of Appendix II. 

would you plaaae .u.aarisa y our teatimony? 

Yes. In my testimony I have presented FPL · s 

fuel price projections for the fuel cost 

recovery period of October , 1995 through March. 

1996. In addition, I have presented FPL' s 

projections for generating unit heat r ates and 

12 availabilities, and the quantities and cos ts of 

13 interchange and other power transactions for the 

14 same period. These projections wert: based on 

15 the best information available to FPL and were 

16 used as inputs to POWRSYM in developi ng the 

17 proj ected Fuel Cost Recovery Factor for t he 

18 October , 1995 through March, 1996 period . 

19 My testimony also explains FPL's decision to use 

20 Western coal at its Scherer Unit No. 4 and 

21 purchase 462 railcars to deliver the \-/estern 

22 coal, and thereby achieve significant savings. 

23 

24 

25 

Q. 

A. 

Doe& tbJ.& c onclude your teati.:>o,y? 

les , it does. 
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BEFORE THE PUBLIC SERVICE COMMISSION 

FLORIDA POWER & LIGHT COMPANY 

TESTIMONYOF R.SILVA 

DOCKET NO. 950001-EI 

JUNE 20, 1995 

Pic. •e state your n.une and busioeas ,ddrat. 

79 

My nUJe is Rene Silva and my busiDeu address b 9250 W. Flazler 

Street, Mitmi, Florida 33174. 

Mr. Silva, would you ple.ue state your praeat po~ition with Florida 

Power and Li&ht Company (FPL). 

I am the Mana&er of Foreusti.o& and Rqulatory Respciu-"• for the 

Power Generation Business Unit ofFPL. 

Mr. Silva, have you previously ba.d testimony presented io this docket? 

Yes, I have. 

Mr. Silva, what is the purpose of your testimony? 

The purpose of my testimony is to present tbe tiJ"&el unit averaze net 

operatin& be."l.t rata and tar&et unit equivalent availabilities for the 

period October, 1995 throup March, 1996, for use in ddennini.na the 

G. ' l'ratio& Performance IDc:eDtive Factor (GPIF). Tbe improvement 

aud dqradation ran&e for ada performance indleator is also presented 

in this testimony. 
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Mr. Silva could you please I1IIDDW'ize wbat tbt FPL I)'Jtem tarects arc 

for Equivalent Availability Factor (EAF) aDd Annac Net Opuatin& 

Heat Rate (ANOHA). 

FPL projects a wci&bted l)'ltaD equivaleat pl&llDed ouaec factor of 

13.9~. Uld a wci&)rted l)'ltaD equivaJaat unplanned oua~c faetor of 

1.5•1. which yidd a wepted l)'ltaD eqaivaleat availability of 78.6~ •. 

This tartet iododes tbt refadiD& of Ill four audear units durin~: the 

October, 1995 throua,b March, 1996 period. FPL also project.\ a 

wei&bted I)'Jtem avcraae Det operatiDa beat rate of 9129 BTU/KWH. 

As discuued in later in thiJ tatimony, tbae taraeu represent fa.ir and 

reasonable values wbeo compared to historical dw . I therefore ask 

that the tarcets for thea perfo~ mdlcators aod the r espective 

improvemcnt/cSetradatioo naps iD my testimony be .. p:'roved by the 

Commission for FPL. 

Have you prepared, or caused to luvc prepared under your direction, 

superviJion or control, ao eDibit ill thiJ proc:eedloa? 

Yes, lluve. It coa.siJU of ODC doaamart. T'be lint paae or this document 

is ao index to the coatems of the do 1 1 IC:II1. All other paaes are 

numbered accordioa to tbt latest rcvisioos of the GPJF Manual as 

approV«I by tbt Comm.isJioo. 

Have you established tartet leveb of performance for th.e units to be 

considered in esta.bliJhiDr: tbt GPIF for FPL 1 
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Yes, I have. Document No. 1, pa&es 6 .ud 7 toJIWD the infonnarion 

summari:zin& the t&riets and ranaes lor UDit equivalent availability and 

averaee net operatin& beat rates lor the leYalteal (17) ameratin& units 

which FPL proposes to have coDJidued. Tbue abeds were prepared in 

accordance with the latest revisioDs olthe GPIF M.uv.al, uc:cpt that, for 

consistmcy with previous GPD' &li.Dp, it b aecasary to divide the 

format of Sheet 3.505 of tbe GPIF Mazwa1 into twn abeeu. All of tht.R 

tareets have been deT ived utiliziJiamdhodoloJia u adopted in Section 4, 

Subsection 2.3 of the GPIF M.uual. 

Please summariu FPL's methodoiOI)' (or determinin& tquivaltnl 

availability t&riets? 

Tbe GPIF Maaual requires that the equivalent availability tar&et for 

each unit be determined u the difreraace bdweeJI UXW. and tt-e sum of 

the Plaa.aed Outa&e Factor (POF) ud the UapluDed Outa&e factor 

(UOF). The POF lor each unit b cletermioed by the !earth of the plarulcd 

outa&e durin& the p rojected period. Tbe GPIF Manual also requires that 

the sum of the most receat twelve mouth eadill& averaee forced outaee 

factor (FOF) and mainteaanee outa&e factor (MOF) be used as the 

startin& value for the determiDatioa oftbe t&rJd UDplanaed outa&e factor 

(UOF). Tb• UOF is then adjwted to rdled recart monthly performance 

aad lmown modilic.11ti0as Or dwilf:S &! equ:lpmmt 

' or most unlts in the GPIF this adjustmeat b UJUally done for uaiu 

which bad or a.re forecast to bave pl.uued outares. Wben a unit is in a 

3 



2 

3 

.. 
s 

6 

7 

8 

9 

Ill 

11 

12 

13 

I~ 

I S 

16 

17 

18 

19 

20 

21 

22 

2J 

u 

Q. 

A. 

Q. 

A. 

82 

planned outa&e rate the uuit a.noot iDcur llll auplmned outqe. Fer this 

1 u.son, wbeo biJtorical data, which CODtai.u a plamKd outa&e, is used for 

developin& t.ar&ets, the UOF will be lower tb..ul if the unit had operatdl 

the entire period. To account for th1a, tbe historical UOF is increased in 

proportion co the planned outqe duration for that period. Similarly, if a 

unjc is forec.ut co have a pla.oned outqe ill the projection period the 

adjusUd binorical UOF will be hipu thaa it abould bea.we it will not 

bf. · -posed t o unpWmed oat.qes for the catirc paiod. lo this case the 

UOF i.s reduced in proportion to the forecast plaDDed outa&e duration. 

Mr. Silva, were the EAF tartets for the GPIF tuliU detum.iJltd win& the 

methodotocr as described iD the GPIF Opuatm& Manual? 

Yes. 

How did you select the tuliU to be toasidered wbal es<ablist.in& the GPIF 

for FPL? 

The seventeen (17) units which FPL propoJU Co use npresr.nt the top 

80.64°/• of tbe forecast system Det &eaeration for the October, 1995 

tbrouzb March, 1996 period. These units were selected in accordance 

with the GPIF Manual Sedioo 3.1 asilt& the esrim•ted net &eoe.ration for 

each auit taken from the production costi.D& simulation pro&ram, 

POWRSYM, whlc.b forms the buis for the projected levd.iud fuel cost 

recow.ry factor for the period. 
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Q. Mr. Silva, from the but rau tiJ"&ds and equivalent availabili ty range 

projections, do FPL'J &eDeratioo performance tJr&eU represent a 

rea.sont.ble level or dfic:ieacy? 

A. 

Q. 

A. 

Yes. To fully app~ why these tafiets are ruJonable, and in somr 

cases ambitious. it would be Dec:enary to discuss the development of both 

the beat rau ud availability tArJeU for each of the Jtvmteen units in the 

GPIF. However, a less ricoroDJ approach of comparin& wti&bted systun 

values ol these tartets to actual values for prior periods will provide a 

valuable iDJisht i.Dto tbe appropriataleu of the taftds. 

Does this co:oclude your testimooy? 

Yes, it does. 
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

FLORIDA POWER ' LIGB'f cc::MP.ANY 

'l'!!STIMONY OF C • VILLNU> 

DOCKET NO . ~50001-EI 

JUDe 20 , 1~515 

Please a tate your name and add.re.aa . 

8 4 

My ~ame is Claude Villard . My business address i s 

700 Univer se Boulevar d, Juno Beach, Florida 334 08 . 

By whom are you employed and what ia your poaition? 

I am employed by Florida Power & Light Company 

(FPL) as Supervisor of Nuclear Fuel Proc uremen t . 

Bave you previoualy t.aatified ia thia docket? 

Yes, I have . 

What i s tbe p urpoae of your teatimony? 

The purpose of my testimony is to present and 

14 explai n FPL ' s projections of nuclear fuel costs fo r 

15 the thermal energy (MMBTU) to be produced by our 

16 nuclear Wlits and costs of disposal of spent 

17 nucl ear fue l. Both of these costs were i nput 

18 va lues to POURS YM for the calculation of t he 

19 prc~osed fuel cost recovery factor for the period 
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October 1995 through March 1996. 

What ia the baaia for FPL'a projection• of nuclear 

£uel coata? 

FPL ' s nuclear fuel coet projections are developed 

using energy production at our nuclear uni t s and 

their operating schedules, consistent with those 

assu.. d i n PO~SYM, for the period Oct ober 1995 

through March 1996. 

Pl ease provide FPL' • projection for nuclear fuel 

unit coat• and enerqy for the period October 1995 

throuqb Ma.rcb 1996 . 

We es timate the nuclear units will jlroduce 

110,965,066 MBTU of energy at a cost of $0.408 per 

MMBTU, excluding spent fuel disposal costs for the 

period October 1995 throuqh Mareh 1996. 

Projections by nuclear unit and by month are 

provided on Schedule E-4 of Appendix II. 

Pleaae p rovide FPL'a projection• for nuclear apent 

fuel diapoal\l ooata for the period October 1995 

tbrouqb March 1996 and what ia the baaia for FPL'a 

proj" tiona . 

FPL' s projections for nuclear spent fuel disposal 

2 
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costs a re provided on Schedule E-2 of Appendix II. 

These projections are based on FPL ' s contract wit n 

the Department of Energy (DOE), which sets the 

spent fuel disposal fee at 1 mill per net Kwh 

generatad minus transmission and distribution line 

losses . 

Plaaaa provida FPL' a projection ~or Decontamination 

and Daconmiuioning (DlD) coat• to be paid in the 

period October 1995 through Karch USI6 and what ia 

thQ baaia for FPL'a projection . 

As indicated in prior testimony, The National 

Energy Policy Act of 1992 (The Act ) requires FPL to 

make certain payments to a fund establi~hed at the 

1!> u.s. Treasury, to cover the cost of decontaminatl~n 

16 and decommissioning DOE's enrichment facilities . 

17 D&D payments are in direct proportion to the amo~nt 

18 of enrichment services purchased by FPL, divided by 

19 the amount produced by the DOE, thr ough October 

20 1992, multiplied by t he total annual assessment of 

21 $480M, as specified in the Energy Policy Act of 

22 1992, and e~~~lated for inflation using the CPI-U 

23 (consumer pric~ index for urban customers) . 

24 FPL's projection of $5.1M for D'D costs to be paid 

25 durini'J .• e period October 1995 through March 1996 

3 
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A. 

Q. 
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is included on Schedcle E-2 of Appendix II. 

Are there any other fuel-related coau which FPL ia 

includinq in the calculation of the proposed Fuel 

Coat Recovery Factor? 

No. However, rPL is requestinq pre-approval to 

recover through the Fuel Cost Recovery Claus e, the 

imp , ~entation costs associate d wlth changing from 

an 18 month t o a 24 month fuel cycle opera t i on fo r 

FPL' s St. Lucie Nuclear Units 1 and 2 . These 

implementation costs , which consist of costs fo r 

outside services and contractors hired f or th is 

specific proj ect, costs for materials and 

construction needed for implementation, and Nuc lear 

Regulatory Commission (NRC) fees, are proj ected to 

total $2.7M ove r the next four years. If ap~roved, 

FPL wi ll request recovery of these costs l<~hen t he 

24 month fuel cycle is implemented. Details o f the 

a ccounti ng treatment and the basis for reques t 1ng 

the recovery o f these costs through the Fue l Cost 

Recovery Clause are contained i n the testimony o f 

rPL witness 8. T. Birkett . 

What benefits will FP.L'a caato=era receive by the 

St. Lucie nuclear UD.ita operating on a 24 month 

4 
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fuel cycle? 

Operat ing t he St. Lucie nuclear units on a 24 month 

fue l cycle will eliminate one refueling outage 

every six years per unit or one refuel ing outage 

every three yea r s for the St . Lucie Plant. The 

el i minat ion of outages will increase the expected 

generation of the units. According to a recent 

feasib~ . t ty study of 24 month fuel c ycle operation 

for the St. Lucie Plant, th~ additiona l nuclear 

generation gained by the 24 month fuel cycl e 

produces a fuel s avi ngs of approxima tely $171M 

through the year 2016, net of the implementa tion 

costs and the expected increase in nuclea r fuel 

costs . These savings result from the fuel cost 

diffe r ential between lower cost nucl eat fuel and 

higher cost fossil fuel. The estimated fuel savings 

wer e calculated by using the production costi ng 

model , POWRSYM. We are assuming as input int o the 

POWRSYM model, that the first 24 month cycle of 

operation would begi n in late Spri ng of 1997, for 

St. Lucie Unit 2, and in late Spring 1998, for St. 

Lucie Un.t 1 . 

I ' are currently completinq a similar feasibility 

and economic study for the Turkey Poin t Plant . we 

5 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

l J 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q. 

A. 

89 

expect that, if the results a r e cost effective, FPL 

will implement the same 24 month fuel cycle 

oper ation at the Turkey Point Plant. 

What activities and cos ts are i.Dvo lvod ia 

i.mpl emant inq 24 month fuel cycle operation for tho 

nuclear units at St . Lucie ? 

The 24 onth fuel cycle operation will require FPL 

to formally amend the operating license for St . 

Lucie with the Nuclear Regulatory Commiss ion . To 

receive a license amendment, FPL will evaluate and 

per form analyses on all affected plant systems, 

structures, and components to demonstrate and 

ensure that there are no adver se impacts on plant 

safety, equipment reliability, and operations 

resulting from an extended cycle length. 

These activi ties include a ) analyses to justify 

changing the Plant Technical Specifications 

intervals for surveillance and inspection from 18 

month to 24 month, b l analyses to revise alJ owances 

for instrument drif t between calibration every 24 

months und to update impacted safety analyses, c) 

n evaluat~on of equipment history to verify that 

no degradation of equipment reliability will occur 

6 
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when plant maintenance i ntervals are extended to 

accommodate 24 month fuel cycle operation, and d) 

revision of all of our design bases documents to 

incorporate our evaluation of the impact of 24 

month fuel cycle operation. 

Additionally, our material and construction co3t 

estil'llates assume that some plant des ign 

modifications will be required, such as the 

replacement of instrumentation due to expected 

increased drift be t ween calibrati on . Finally, FPL 

will pay certain fees to the NRC to cover 

applica t ion costs and their review . 

As mentioned earlier, the implemenL~~ion costs 

rela ted to the 24 month fuel cycle opera tion o f 

FPL ' s St. Lucie Units 1 and 2 are es tir.ated at 

$2.7M. We estimate these costs will occur over a 

four yea r period, beqinninq in 1995, with 

appr oximately 60\ of the costs for outs ide ~ervices 

and contractors hired for this specific project, 

30\ fo~ materials and construction costs, and 10% 

for fee !l payable to the NRC. 

Are there curreaUy aoy w:areaolved di~~putoa under 
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FPL'a nuclear fuel rontracta? 

Yes. As reported i n prior testimonies, there a re 

two unresolved disputes. 

The first dispute is under FPL ' s contract witn the 

Department of Energy (DOE) for final disposal of 

spent nuclear fuel. FPL, along with a number of 

electric utilities, has fil ed suit against the DOE 

over ou~ 's denial of its obligation tc accept spent 

nuclear fuel beginning in 1998 . The suit requests 

that the court affirm DOE ' s legal obligation to 

begin accepting s pent nuclear fuel in 1998. 

FUrther, the court is requested to direct the DOE 

to develop a program of acceptance of spent nuclear 

fuel on a timely basis and make regular period1c 

reports on its progress . In addition, L.~e suit 

requests that, if appropriate, all or a port icn of 

the utilities ' Nuclear Waste Fund Fees be pai~ into 

an escrow account. 

In late April 1995, the Department of Energy (DO~) 

issued an opinion that concludes it has no legal 

obligatio~ to begin accepting spent fuel for 

disposal in 1998 or to provide interim storage 

u 'er the Nuclear Waste Policy Act . The DOE was 

8 
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requi red by the U.S . Court ot Appeals f or the 

Dist r ict of Columbia to submit, by April 28 , 19 9~ , 

its f inal conclusi~n on a Notice of Inqui ry it had 

issued since May 1994. 

The DOE has i ndica ted its willingness to discuss 

financial or other assistance that ma y be 

appropriate i n light of its inability to provide 

dis posal services beginning in 1998 , bu t ha s 

provided no s pecifics on its i ntent. 

12 Secondly, FPL is currently seeking t o resolve a 

13 price dispute for uranium enrichment serv1ces 

14 purchased from the United States (U. S.) Gover nment, 

15 after October 1, 1992 . For deliveri es from October 

16 1, 1992 to July 1, 1993, enrichment se:vices were 

17 provided by the DOE. Subsequent to July 1, 1993, 

18 DOE ' s responsibilities were transferred t c- a new 

19 ent ity, the United States Enrichment Corporation 

20 (USEC) as discussed below. Because of th1s 

21 transfer of responsibi l ities, our dispute with the 

22 U.S . Government has to be resolved with t wo 

23 separate entities. 

24 

25 Our contract for enrichment services wi th the u.s . 

9 



9 3 

1 Government calls for pricing to be calculated in 

2 accordance with "Established DOE Pricing Policy" . 

3 Such policy had always been one of c os t recovery, 

4 which i ncluded costs related to the Decontamination 

5 and Decommissioning (D&O) of the DOE ' s enrichment 

6 facilities . However, the Energy Polley Act of 1992 

7 (The Act ) requires utilities to make separate 

8 payments to the u.s. Treasury for 0&0, starting in 

9 Fiscal l. 13, as FPL has been doing. Therefore, NO 

1 0 should not have been i nc luded Ln the price charged 

11 by DOE since then, and the price should have been 

1: reduced accordingly. FPL has written to DOE to 

13 request such refund. DOE' s first response has been 

1~ to acknowledge our letter and to request clat ifying 

15 information on the amoun t of our claim. However, 

16 on May 9, 1995, The Justice Department res~~nded on 

17 behalf of DOE, deemed this issue to be i n disp.tte 

18 and requested that all correspondence be addre~sed 

19 to them. FPL's next step will be to file a claim 

20 with the contracting Officer, which we intend to 

21 pursue in the coming months. 

22 

23 In addition, The Act created a new U.S. Government 

24 

25 

corpo ration, the 

Co orat ion (USEC ) . 

United States Enr ichment 

Effective July 1, 1993, The 

10 
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Act transferred from the DOE to the USEC all U. S . 

Government contracts, for the production and sales 

of enrichment services. Becaus e of the transfer 

to the USEC, the cost of producing enrichment 

services h~s decreased significantly. For example, 

the USEC no longer needs to accoun t for the costs 

of D&D, because the Act req\lires that utilities 

r ke separa~e payments for D&D. However, t he USEC 

has continued to charge t .be same price charged by 

DOE prior to the transfer. 

In prior testimony, FPL had stated that it tiled 

th ree claims challenging the price ch~rqed by the 

USEC for delivery of enrichment services since July 

1, 1993. Since filing our cla ims , F?L has 

negotiated a new contract with the USEC in whi ch 

the USEC has agreed to reduc e its price for cu rrent 

contractual commi tments. This contract settled our 

cla ims against the USEC for deliverie~ from July 1, 

1993. We are still requesting a refund from the 

DOE for enrichment services they provided pri or to 

the transfe" of responsibilities to the USEC. 

Does ·~ia conclude your teatimony? 

Yes, it does. 

11 
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2 A. 

BEFORE THE FLORIDA PUBUC SERVICE COMMISSION 

FLORIDA POWER & UOHT COMPANY 

TESTIMONY OF B.T. BIRKETT 

DOCKET NO. 150001..£1 

May 11, 1ta5 

9 5 

Pie aM atata your name, bualneu addlwu, employer and poaltion. 

My name Is Barry T. Blr1<elt, and my bualness address is 9250 

3 Wes1 Flagler Street, Miami, Florida, 33174. I am employed by 

4 Florida Power & Light Company (FPL) as Manager of Rates and 

5 Tariff Administration. 

6 

7 Q. 

8 A. 

9 

10 Q . 

11 A. 

12 

13 

Have you prwviouaty tll&tlfied In this dodcet? 

Yes. I have. 

What Ia the purpoM of your tllatlmony In this proceeding? 

The purpose of my testimony Ia to present the achedulea necessary 

to support th6 actual Fuel Cost Recovery Clause (FCR), Capacity 

Cost Recovery Clause (CCR), tnd Qll Ba<:kout Coat Recovery 

14 Cia . a (08) Net True-Up amounts for the petfod October 1994 

15 through March 1995. The Net True-Up for FCR Is an overrecovery. 

1 
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1 including Interest. of $12,465,206. The Net True-Up for CCR is an 

2 overrecovery, Including interest. of $4,856,873. The Net True-i.Jp for 

3 08 is an underrecovery, Including Interest, of $6,647. I am 

4 requesting Commission approval to Include these tNe-up cmounts 

5 in the calculation of the FCR, CCR, and 08 factors respectively, for 

6 the period October 1995 through Ma~ 1996. 

7 

8 Q . Hue you pntpared orcauMdto be pntpantd underyourditection, 

9 su~rvlslon or control an exhibit In this proceeding? 

10 A. 

11 

Yes, I have. It consists of four appendices. Appendix I contains the 

FCR related schedules, Appendix II contains tho CCR related 

12 schedules, and Appendix Ill contains the 08 related schedules. 

13 Also attached to this filing Is Ap~ndlx IV, '!t'llch contains 

14 Commission Schedules A-1 through A-13 for October 1994 t1 rough 

1 !'· March 1995 period. 

16 

17 Q. What Ia the aource of the datil which you wUI pntMnt by way of 

18 tastimony or exhibits in this proceeding? 

19 A. Unless otherwise indicated, the actual data Ia taken from the books 

20 and recorna of FPL The books and recorda are kept in the regular 

21 course of our business in accordance with generally accepted 

22 ·ccounting principles and practices, and provlalons of the Uniform 

23 System of Accounts as prescribed by this Commission. 

24 

2 
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1 FUEL COST RECOVERY CLAUSE (FCR) 

2 

3 Q , PleaM exp .. ln the calculation of the Net Tn.~e~p Amount 

4 A. Appendix I, page 3, enti11ed "Summary of Net True-Up Amounr. 

5 shows the calculation of the Net True-Up for the period, an 

6 overrecovery of $12,465,206, which lam requesting be Included in 

7 the calculation of the Fuel Coat Recovery Factor for the period 

8 ~ Jber 1995 through March 1996. The calculation of the true-up 

9 amount for the period follows the procedures established by this 

10 Commission as set forth on Commiaslon SChedule A-2 "Calculation 

11 of True-Up and lntoreat Provilllon". 

12 

13 The actual End-of-Period overrecovery of $27,079,758 shown on 

14 line 1 less the estimated/actual End-of-Period overrecavery of 

15 $14,614,552 shown on line 2 that was Included In the calcu'atlon of 

16 the Fuel Cost Recovery Factor for the period April 1995 through 

17 September 1995, results In the Net True-Up for the period shown 

18 on line 3, an overrecovery of $12,465,206. 

19 

20 Q , Have y(>u provided a schedule showing the Vllrianc: .. between 

21 a c:tua Ia and eatimatadlac:tuals? 

22 A. Yes. Appendix I, page 4, entitled "Calculation of Final True-up 

23 Amount", shows the actual fuel coats and revenuea compared to 

24 the estimated/actuala for the pet1od Odober 18941tlrougn Marc:n 1 995. 

3 
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2 A. 

3 
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What waa the variance In fuel con? 

As shown on Appendix I, page 4, line A7, actual fuel costs on a 

Total Company basis were $8.2 million lowor than the 

4 estimated/actual projection. Thla variance Ia detailed by major cost 

5 components on Appendix: I, page 5, entitled "Final True-up Variance 

6 Analysis". The $8.2 million total ayatem variance was primarily 

7 caused by a $21 .3 million decnaae in the F~.oal Cost of System Net 

8 Cn. 1eration, a S4 .0 million decnaae In the Fuel Cost of Purchased 

9 Power, offset by a $15.7 million lnc:reaae In Energy Cost of 

10 Economy Purchases. 

11 

12 Q. What waa the variance In retaU (Jurtsdlctional) Fuel Coat Recovery 

13 revenues? 

14 A. 

15 

16 

17 

As ahown on line 01 , actual jurildlctlonal Fuel Cost Recc.very 

revenues, net of revenue taxes, were $3.6 million higher than the 

estimated/actual projection. This lncn11e w11 due to higher 

jurisdictional kWh sales. Jurisdldlonalaaleswere 238,029,837 kWh 

18 (.69%) higher than the estimated/actual projection. 

19 

20 Q . Haw you pr.:>vtded a schedule explllnlng the renont fOr theM 

21 wrtancea? 

22 A. Yes Pages 5 and 6, of Appendix I, contain a more detailed 

23 an~alysla of the coat variances with a corresponding explanation for 

24 each significant variance. 
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3 Q. 

4 A. 
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CAPACITY COST RECOVERY CLAUSE (CCR) 

Ple11e explain the calculatiOn of the Net True11p Amount 

Appendix If, page 3, entitled "Summary of Net True-Up Amounf' 

shows the calculation of the Net True-Up for the period, an 

6 overrecovery of $4,856,873, which I am requesting be Included In 

7 the calculation of the Capacity Coat Recovery Factor for ths period 

8 Oc.Jber 1995 through Mardl1996. 

9 

10 The actual End-of-Period ovemteovery ~f $19,979,456, shown on 

11 line 1 less the eatimatedlactual Enck)f-Period overrecovery of 

12 $15,122,583, shown on line 2 that waa lnduded in the Capacity 

13 Coat Recovery Factor for the period April1995 thro~•Qh September 

14 1995. results In the Net True-Up lhown on line 3, an overrecovery 

15 of $4,856,873. 

16 

17 Q . 

18 

19 A. 

20 

21 

Haw you provided a achadule ahowtng the calc411atlon of the End­

of-Period trua11p? 

Yes. Appendix II, page 4, entitled "Calculation of Final True-up 

Amount", ehows the calculation of the CCR End-of period tue-up for 

the period October 1994 through March 1995. The End of-Period 

22 •~.~e-up ahown on line Hlla an ovemtcovery of $19,979,456. 

23 

24 

5 



1 Q . 

2 

3 A. 

4 

1 0 0 

Ia this true..up calculation conslltltnt with the true-up methodology 

used for the other coat Nct'Wry cllu•a? 

Yes It Is. The calculation of the true-up amount follows the 

procedures established by thla Commlaalon as set forth on 

5 Commission Schedule A·2 "Calculation of True-Up and Interest 

6 Provision" for the Fuel Cost Recovery Clause. 

7 

8 Q. Pl .. ~ explain th4l calculation of h lmiiNat provision. 

9 A. Appendix II, page 5, entitled "Calculation of Interest Provision", 

1 0 shows the calculation of the intereat provialon for the period 

11 October 1994 through Man::h 1995 and follows the same 

12 methodology used In calculating the Interest proviaion for the othGr 

13 cost recovery clauses, as previously approved by thla C"mmisslon. 

14 

15 The interest provision Ia the retult of muiUplylng the monthly 

16 average true-up (line 4) by the monthly average Interest rate (line 

17 9). The average Interest rate Ia developed using the 30 day 

18 commercial paper rate as publilhed In the Wall Street Journal on 

19 the first business day of the current and aubsequent months. The 

20 Interest calculated during the period tmounta to $649,218 as shown 

21 

22 

23 

24 

Q. 

on line 10. 

Haw you p10vlded a achedule ahowlng the variance• between 

actuata and estlmatlldlactuals? 

6 



1 A. 

1 0 1 

Yes. Appendix II. pa~e 8, entJtled "CalculatJon of Final True-up 

:! Variances", shows the actual capacity charges and applicabie 

3 revenues compared to the estimated/actual• for the period October 

4 1994 through March 1995. 

5 

6 Q . What wu the variance In-net capacity charg .. ? 

7 A. As shown on line 6, actual net capacity c.harges on a Total 

8 Com~. ' Y basis weru $0.9 million lower than the estimated/actual 

9 projection. This variance was prtmar11y due to lower than expected 

10 capacity P'aymenta to the Southern Company for Unit Power Sales 

11 (UPS). The actual UPS capacity charges were $1 .1 million lower 

12 than the estimated/actual projection primarily due to common 

13 investment for the Miller units being lower than projectt'ld. 

14 

15 Q . What was.1he variance in Capacity Cost Recovery nawnuea? 

16 A. As shown on line 13, actual Capacity Co:St Recovery revenues. net 

17 of revenue taxes, Vt'ere $3.9 million higher than the estimated/actual 

18 projection. This Increase waa prfmarily due to higher jurisdictional 

19 k'Ml sales than projected. Juriadlctional salea were 238,029,837 

20 k'Ml (.69%) h;gher than estimated/actual projection. 

21 

22 

23 

24 

7 
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3 Q . 

4 A. 

5 

6 

, 0 2 

OIL BACKOUT COST RECOVERY CLAUSE (08) 

Pie aM explain the calculation of the Net True~p Amount 

Appendix Ill. page 3, entitled "Summary of Net True-Up Amounr. 

shows the calculation of the Net True-Up for the period, an 

underrecovery of $8,647, which lam requesting be Included in the 

7 calculation of the Oil Bac::kout Cost Recovary Factor for the period 

8 Oct.ober 1995 through Mard\1996. 

9 

10 The actual End-of-Period underrecovery of $522,576, shown on line 

11 1 less the estimated/actual End-of-Period underrecovery of 

12 $515,929, shown on line 2 that was included In the Oil BacJtout 

13 Cost Recovery Factor for the per1od Aptll1995 throug.._ September 

14 1995, result In the Net True-Up lhown on line 3, an unde -recovety 

15 of $6,647. 

16 

17 Q . What Is the pwpou olthe schedule ahowlng kWh ulea? 

18 A. The purpose of the ac:hedule showing k'MI sales on page 5, Is to 

19 calculate the monthly percentage of retail Ourisdlctional) kWh sales 

20 to total '<Wh aalea. This monthly percentage (jurisdictional factor) Is 

21 used to allocate costs between retail and wholesale customers. 

22 These kWh aales are conaiatent with the kWh ules shown In the 

23 FCR and CCR schedules. 

24 

a 
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1 Q. Have you provided a achedule showing the calculation of the End-

2 of-Period true-up? 

3 A. Yes. Appendix Ill, page 6, entitled "True-up Calculation- shows the 

4 calculation of the OB End-of-Period true-up for the period October 

5 1994 through March 1995. The End-of-Period true.up shown on line 

6 12. is an underrecovery of $522,576. 

7 

8 Q. Ia t1 .a true-up cal~lation COMJMint wMh the vue-up methodology 

9 uMd for the other coat ,.cowry olauaea? 

10 A. Yes it is. The calculation of the true-up amount follows the 

11 procedures established by thla Commlaalon as set forth on 

12 Commission Schedule A-2 "Calculation of True.Up and Interest 

13 Provision- for the Fuel Cost Recovery Clause. 

14 

. 5 Q. Pleue explain the calculation of the lnter .. t provlalon. 

16 A. Appendix Ill, page 7, ahowa the calculation of the Interest provision 

17 for the period October 1994 through March 1995 and Is consistent 

18 with the procedure a used In calculating the Interest for the FCR and 

19 CCR clauses. The lntereat calculated for the period Is $1 ,912, as 

20 shown on line 10. 

21 

22 Q Have you provided a schedule showing the varlancu betw .. n 

23 actual• and eatima .. dlactuals? 

24 A. Yes. Appendix Ill, page 8, entiUed "Calculation of Final True-up 
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1 Variances", ahows the actual Oil Backout costs and revenues 

2 compared to the estimatedlactuals for the periOd October 1994 

3 through March 1995. 

4 

5 Q Have you provided a schedule •JCPialnlng the ,.aaons for these 

6 varlancea? 

7 A Yes. Pages 9 and 10, of Appendix Ill, provide a more detailed 

8 analysis of the variances with corresponding explanations. 

9 

10 Q. 

11 A. 

Does thla conclude yourt .. timony? 

Yes, it does. 

10 



1 Q, 

2 A. 

BEFORE THE FLORIDA PUBUC SERVICE COMMISSION 

FLORIDA POWER & UGHT COMPANY 

TESTtMONY OF BARRY T. BIRKETT 

DOCKET NO. ts0001-EJ 

JUNE 20,1H5 

Please atate your namt and addrnl. 

1 0 s 

My 1me ~~ Barry T. Birkett and my buiiMU address Is 9250 West 

3 Flagler Street, Miami, Florida 33174. 

4 

s a. 

6 A. 

7 

8 

9 a. 

10 A. 

11 

12 a. 
13 A. 

By whom are you employed and In wnat ~paclty? 

I am employed by Florida Power & Ught Company (FPL) as the 

Manager of Rates ancl Tariff Administration. 

Have you previously teatJfled In thla docket? 

Yes, I have. 

What Ia the purpoae of your testimony? 

The purpose of my testimony Ia 10 present for Commission review and 

14 approval the fuel factors, the capacity ~yment factors and the oil 

15 backout t1ctor tor the Company's rate schedules. including the nme 

16 of Use rates, for the period October 1995 through March 1996. The 

17 calculation of the fuel factors Ia based on projected fuel cost and 

18 operational data as set forth In Commlsafon Schedules E1 through 

1 
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1 E10, H1 and other exhibits flied In this proceeding and data previously 

2 approved by the Commission. 1 am providing updated projactions of 

3 avoided energy coats for purchases from amall power producers and 

4 cogeneratora and updated ten year projedlon of Florida Power & Ught 

5 Company a annual generation mix and fuel prices. 

6 

7 In addition, my testimony pteMnta the achec:Ues necessary to support 

8 the calculation of the Estlmated/Adua.l True--up amounts for ~e Fuel 

9 Cost Recovery Clause (FCR), Ca.,adty Coat Recovery Clause(CCR). 

1 o and 0.1 Bad<out Coat Reoove1Y Ctluse (08), for the period April 1995 

11 through September 1995. 

12 

13 a. 

14 

15 A. 

'6 

Have you p,..pa,..d or c.auMd to be p,..p.,..d under your 

d l,..ctlon, aupervlalon or control an exhibit In U.l~ oroceedlug? 

Yes, 1 have. It consists of various schedules Included In Aprendices 

II, Ill, IV, and V. Appendices II and Ill contain the FC~ related 

17 schedules, Appendix IV contains the capadty related schedules. and 

18 Appendix V containa the OU-baekout related achedules. 

19 

20 Appendix Ill contains the Commfaalon Schedules A 1 through A9 for 

21 April and May 1995. These schedulea were prepared by various 

22 departments Including Power Supply, Rates, Power Generation and 

23 .\ccountlng, and present a monthly comparison between the original 

24 projections and the actual generation, salea and fuel costs for the two 

2 
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1 months. 

7. 

3 a. What Is the source of the data which you will present by way of 

4 testimony or exhibits In thla proceeding? 

5 A. Unless otherwise indicated, the actual data il taken from the books 

6 and records of FPL The books and recorda are kept in the regular 

7 course of our business In accordance with generally accepted 

6 accounting principles and practices and provisions of the Linifonn 

9 System of Account!. as presclibed by this Commission. 

10 

11 FUEL COST RECOVERY CLAUSE 

12 a. What Ia the propoaed lewllzed full factor for which the Company 

13 requests a·pproval? 

14 A 1. 769¢ per kWh. Schedule El, Page 3 of AppendLv II shows the 

15 calculation of this six-month levelized fuel factor. Schedule E2. Page 

16 10 of Appendix II indicates the monthly fuel factors for Oc1obor 1995 

17 through March 1 S96 and also the six-month levelized fuel factor for the 

18 period. 

19 

20 a. Has t he Company developed a alx-rnonth levellzed fuel for Its 

21 Time or U.\1 ratea? 

22 A Yes. Schedule E1-D. Page 8 of Appendix II provides a six-month 

23 .ntellzed fuel factor of 1.812¢ per kWh on-peak and 1. 754¢ per kWh 

24 off-peak for our Time of Use rate lchedule:a. 

3 



1 Q. 

2 

3 A. 

4 

5 Q. 

i 0 8 

Were these ~lculaUons made In accordance with the procedures 

previously approved In thla Docket? 

Yes. they were. 

What adjuatment:l are Included In the calculation of the alx-

6 month levellzed fuel factor ahown on Schedule E1, Page 3 of 

7 Ap~ndl" II? 

8 A. 

9 

10 

As shown on line 28 of S<::hedule E1 , Pag3 3, of Appendlx II the 

estimatE d/actual fuel cost underrecovery for the April1995 through 

September 1995 period amounts to $50,864.415. This 

11 estimated/actual underre<::overy for the Apnl1995 through September 

12 1995 period plus the final overrecovery $12,465.200 for the October 

13 1 ~94 through March 1995 period results In a total underrecovery of 

14 $38,399,209. This amount. dMded by the projecte.~ retail sales of 

15 35,446,721 MVVh for October 1995 through March 1996 resu!.s in an 

1 f. increase of .1 083¢ per kVVh before applicable revenue taxes. In his 

17 testimony for the Generating Performance Incentive Factor, FPL 

18 Witness R. Silva calculated a reward of $3,109,109 for the period 

19 ending March 1995, to be applied to the October 1995 through March 

20 1996 period. This $3,109,1109 divided by the projected retail sales of 

21 35.446,721 MWh during the project.ed period, results in an increase 

22 of .0088¢ per kWh, as shown on line 32 of Schedule E1 , Page 3 of 

23 ,..:>pendlx II. 

24 



1 Q. 

109 
Please explain the calculation d the FCR Estimated/Actual True-

2 up amount you are requesting this Commission to approve. 

3 A. Schedule E 1-B, Page 5 of Appendix II slllows the calculation cf the 

4 FCR Estimated/Actual True-up amount. The calculation of the 

5 estimated/actual true-up .-nount for the April1995 through September 

6 1995 Is an underTtiCOvery, Including Interest, of $50,864,415 (Column 

7 g, fines 07 plus 08). ThiJ amooot, ~combined with the Final True-

a up overrecovery of $12,465,206 (Column g, line 09a) deferre~ from 

9 It"' ;>eriod Octobflr 1994 through March 1995, presented in my Final 

10 True-up testimony filed on May 19, 1995, results in the End of Period 

11 underrecovery of $38,399,209 (Column g, line 011 ). 

12 

13 This schedule also provides a summary of the Fuel and Net Power 

14 Transactiorns (tines A1 throughA7), kWh Sales (fines C1 through C4). 

15 Jurisdictional Fuel Revenues (line 01 through 03), ~e True-up and 

16 Interest calaJiation (Hnes 04 ~ 010) for this period, and the End 

17 of Period True-up amount Oine 011 ). 

18 

19 The data for April and May 1995, columns (a) and (b), reflects the 

20 actual results of operations and the data for June 1995 through 

21 September 1995, columns (c) through (f), are based on updated 

22 estimates. 

23 

24 The variance cak::ulation of the Estimated/Actual data compared to the 

5 
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original projections for the April 1995 through September 1995 period 

2 is provided in Schedule E1-8-1, Page 6 of Appendix II. 

3 

4 As shown on line A1 the variance In fuel cost of system net generation 

5 is $49.9 million. Ttils Is mainly due to an Increase In heavy oil costs 

6 and generation. The heavy oil cost Increase Ia primarily due to higher 

7 demand for heavy fuel oil In Mexico and Asia and less supply of 

8 residual fuel oil as refiners are trying to meet higher gasoline demand 

9 ; he U.S. The increase in heavy oil generatioo Is primarily due to an 

10 85.2o/o increase in heavy oil generetlon (see Appendix Ill. Schedule 

11 A3, page n in the month of May 1995 due to a 7 . .C% increase in sales 

12 (see Appendix Ill, Schedule /42., page 5). 

13 

14 The true-up caletJiations follow the procedures established by this 

15 Commisslon as set forth on Commission Schedule o\2 MCaletJiation of 

16 True-Up and Interest Provision• filed In thls proceeding In Ap~endix Ill. 

17 

18 Q . 

19 

20 A. 

21 

22 

Haa FPL Included any other c:oat In th• calculation of the fuel 

chllrge? 

Yes. FPL has included the depredation and retum on investment in 

r3il cars that it pun:hased to deUver coal to the Scherer Plant 

consl:ltent with Order No. 1 .. S48 In Docket No. 850001 -EI-B which 

23 allows for the recovery of "transportation costs to the utility system". 

24 Specifically, Appendix A of the Order, Noa. 06 - 08 address rail car 

6 
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1 expenses and state that the fuel c:lause Is the appropriate method for 

2 recovery. FPL has included these coat. to be recovered through the 

·3 fuel clause in the same manner aa the rail cars used to deliver coal to 

4 the St. John River Power Parte (SJRPP). Mr. Silva's testimony 

5 discusses FPL's decision to purchase 462 rail cars to deliver Westem 

6 coal to Its Scherer Unit No. 4 • and thereby achieve significant 

7 savings. 

8 

9 a. 

10 

11 A. 

Is F"L requesting that any other eoata be recovered through the 

Fuel Cost Recovory Clauae? 

Yes. FPL is requesting to defer $2.7 mllllon In Implementation costs 

12 associated with changing from an 18 month fuel cycle operation to a 

13 24 month fuel cycle operation of Sl Lucie Units 1 and 2. FPL proposes 

14 to recover these costs through the Fuel Cost Recovery Clause in 

15 1998. the same time that the fuel l !lvings are realized by the 

16 customers. The change from an 18 month fuel cyde operatio,, to a 24 

17 month fuel cycle Is discussed In more detail In the testimony o' Claude 

.18 Villard. 

19 

20 a. 

21 

22 A 

23 

What Is the baala for requeatlng recovery of these 

Implementation eoata through the Fuel Cost Recovery Clause? 

The CCknmlsslon In Docket No. 850001-EJ..B, Order No. 14546 issued 

on July 8, 1985 stated, regarding the charges appropriately Included 

24 In the calculation of fuel "Fossil fuel-related costs normally recovered 

7 
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through base rates but >Mlldl Mr8 not 1"8009"ized or anticipated in the 

cost levels used to detennine current base rates and which. if 

expended, will result In fuel uvlngs to customers. Recovery of such 

costs should be made on a case by case basis after Commission 

approval." 

The fuel savings associated with changing from an 18 month fuel '-ide 

operation to a 24 month fuel cycle Ia projected to be $171 million 

through the year 2016. These expenditures will result In significant 

fuel savings for FPL's customer• and appear to be the type of a cost 

which the Commission contemplated being recovered through the 

clause. FOf these reasons, FPL believe• that it is appropriate to bring 

this Issue forward for Commission consideration and approval. 

What Ia shown on Pages 36-39 of Appendix II? 

Pages 36-39 of Appendix II contain revised Tariff Schecules COG-1 

and COG-2. These tariff sheets contain, for infonnatlonal purposes. 

updated projections d avoided energy costs for purchases from small 

power producers and 009eneratora. 

What Ia shown on Page 40 of AppendJx II? 

Pag1' 40 of Appendix II showt the reviled loss factors for each rate 

group and for the retaU salea In accordanca with the annual energy 

loss report for 1994. The Company requests approval of these loss 

8 
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1 factors for the calculation of any fuel factora applicable to each rate 

2 group. 

3 

4 CAPACITY PAYMENT RECOVERY CLAUSE 

5 Q. 

6 A. 

Please describe Page 3 of Appendix IV. 

Page 3 of Appencftx N provides a aummary of the requested ~paclty 

7 payments for the projected period of October 1995 through March 

8 1996. Tota.l recoverable capacity paymenta amount to $218.222.960 

9 an~. :~elude paymBnts of $110,474,638 to non-cogenerators and 

1 o payments of$138,261 ,934 to cogeneratora. This amount Is offset by 

11 revenues from capacity sales of $1,321 ,508 and $28,472,796 of 

12 jurisdictional capacity related payments Included In Base Rates plus 

13 the net underrecovery of $2,615,886 reflected on line 8. The net 

14 underrecovery of $2,615,886 Includes the final overrecovery ol 

15 $4,856,873 for the October 1994 through March 1995 ~~riod less the 

16 eslimated/actual underrecovery of $7,472,759 for the April 1995 

17 

18 

19 Q . 

20 A. 

through September 1995 period. 

Please describe Page 4 of Appendix IV. 

Page 4 of Appendix N calculates the allocation factors for demand 

21 and energy at generation. The demand allocation factors are 

22 calculateo by detennlning the percentage each rate dass conltibu1es 

23 to the monthly system peaks. The energy allocatoraare calculated by 

24 det.erminlng the percentage each rate conltibu1ea to total kWh sales. 

9 
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1 as adjusted for losses, for each rate dass. 

2 

3 Q. 

4 A. 

5 

6 

7 Q. 

8 

9 A. 

Please descr1~ Page 5 of Appendix IV. 

Page 5 of Appendix rv presents the calculation of the proposed 

Capacity Payment Recovery Clause (CCR) factors by rate class. 

Pleaae explain the calculaUon of the CCR Estimated/Actual True­

up amount you are requestJng thlt Commlaalon to approve. 

Appendix rv, page 6, shows the cal~laUon of the CCR 

10 Estimated/Actual True-up amount The Er.tlmated/Actual True-up for 

11 the period April1995 through September 199511 an underrecovery, 

12 including Interest, of $7,472,759 (Column 7, lines 14 plus 15). This 

13 amount, plus the Final True-up overrec:overy of $4,856 873 (Column 

14 7, tine 17) deferred from the period Odober 1894 through March 1<195, 

15 presented In my Fll'l8l T~ testimony filed on May 19, 1995, results 

16 in the End of Period underrecovery of $2,615,886 (Column 7, line 19). 

17 

18 Q. Ia thla true-up calculatJon conalatent with the true-up 

19 methodology uMd for the other cost recovery clauaea? 

20 A. Yes it is. The calculation of the tru&-up amount followa the procedures 

21 established by th's Corrvnissjon as set forth on Commission Schedule 

22 A2 "Cal~lation of True-Up and Interest Provision• for the Fuel Cost 

23 Reco\ -y clause. 

24 

10 
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1 The resulting underrecovery of $2,615,886 has teen included in the 

2 calculation of the Capacity Cost Recovery factor for the penod 

3 October 1995 through March 1996. 

4 

5 Q . Please explain the calculation of the Interest Provision. 

6 A Appendix IV, page 7, ahowa the calculation of the Interest provision 

7 and follows the aame methodology used in calculating the interest 

8 provision for the other coat recovery c:U:uses, as previously approved 

9 by this Commission. 

10 

11 The interest provision is the result of multiplying the monthly average 

12 true-up amount (line 4) times the monthly average interest rate (line 9). 

13 The average interest rate for the months reflecting actual data is 

14 developed using the 30 day commerdal paper rat~ e" published in the 

15 Wall Street Joumal on the firat business day of the ;urrent and 

16 subsequent months. The average Interest rate for tne projected 

17 months is the actual rate as of the firat business day in June 1994. 

18 

19 

20 Q . 

21 

22 A 

23 

OIL BACKOUT COST RECOVERY CLAUSE (08) 

Please explain the calculation of the OB Factor you are 

requesting this Commlatlon to approve. 

Append·x V, page 3, shows the der1vatJot:l of the 08 Factor of .013 

cents per kWh requested for the projected period October 1995 

24 through March 1996. This Factor represents the $4,333,094 in 

11 
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1 projected costs divided ty the total kWh sales ptOjeded for the period. 

2 less the End of Period underrecovery d $138,014, divided by the retail 

3 kWh sales projected for the period October '11995 through March 1996. 

4 The resulting factor was then multiplied by the Revenue Tax Factor to 

5 arrive at the 08 Factor for the period. Both the Revenue Tax Factor 

6 and the kWh sales are the same as those used In our Fuel Cost 

7 Recovery C lause Included In this filing. 

8 

9 a. 

10 

11 A. 

12 

What are the projectad costs requeated for recovery through the 

OB Factor for the period October 1891 t hrot:gh March 1996? 

Appendix V, page 4, reflects the total projected costs requested for 

recovery for the period. These cost.s consist solely of the 500 kV 

13 Transmission Une Project (Project) revenue requirements. which total 

14 $4,333,094 for the projected period. 

15 

16 As detailed on page 4, the Project revenue reqwements include a 

17 retum on Investment, taxes other than Income taxes, fn(;(..'flle taxes. 

18 and O&M expenses. No depreciation is included sina> the capital 

19 Investment in the 500 kV line was fully depreciated In October 1989. 

20 A detailed desaiptlon of the methodology uaed to calaJiate the 

21 revenue requirements of the Project was Included in E.L. Hoffman's 

22 testimony, Document No. 1 for the February 1983 hearing. 

23 

2< 

12 
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1 Q. Have you also preaented the Estlmlttd/Actual costJ for tht 

2 period Aprl11995 through September 11885? 

3 A. Yes, Appendix V, page 6, shows the components of the $4,331,718 

4 Estimated/Actual Project revenue requirements requested for the 

5 period. It contains similar infoonation as that described in the previous 

6 paragraph, except It reflects two months actual data and four months 

7 updated estimates. 

8 

9 Q. What It " te purpose of the schedules showing kWh sales? 

10 A The purpose of the schedules showing kWh sales on pages 5 and 7, 

11 is to show the calculation of the monthly percentage of retail 

12 (jurisdictional) k'v\lh sales to total kWh sales. for the projected and 

13 Estimated/Actual periods respectively. These monthly percentages 

14 (Jurisdictional factor) are used to allocate costa between retail and 

15 wholesale customers. The kWh sales reflected on these schedules 

16 are consis\ent with the kWh sales shown In the FCR and CCR 

17 schedules. 

18 

19 Q. Please explain the calculation of the OB EatJmated/Actual True· 

20 up amount you are requesting this Commlsalon to approve. 

21 A Appendix V,. page 8, shows the C8la.llatioo of the 08 Estimated/Actual 

22 True-up amount The Estimated/Actual True-up for 08 is an 

23 underrecovery,lnduding Interest, of $131,367 (Column 9, lines 7 plus 

24 8). This amount, when combined with the Anal True-up underrecovery 

13 
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1 of $6,647 (Column 9,1ine 10) deferred from the period October 1994 

2 through March 1995, presented in my Final True-up testimony filed on 

3 May 19, 1995, results in the End of Period underrecovety of $138.014 

4 (Column 9,1ine 12). 

5 

6 Q , 

7 A 

8 

Please explain the e~~lculatlon of thelntel"8st provision. 

A;ppendix V, page 9, shows the calculation of the interest provision for 

the period April 1995 through September 1995 and Is consistent with 

9 the pr~ jures used In calculating the Interest for the FCR and CCR 

10 clauses. The interest as result of net underrecoveries during the 

11 period is $13,231 as shown on line 10. 

12 

13 Q. 

14 

15 A 

Have you provided a schedule ahowlng the vartances between 

Estlmated/Actuals and the Orfglnal ProjeetJona? 

Yes. Appendix V, page 10, entitled ~Calculetion of Estimated/Actual 

16 True-up Variances", shows !the estimated/actual Oil Back.out costa qnd 

17 revenues compared to the original projections for the period April ~ 995 

18 through September 1995. 

19 

20 Q Have you provided a achedule explaining the reaaona for these 

21 vananc~ta? 

22 A Yes. Pages 11 and 12, of Appendix V, provide a more detailed 

23 analysis of the variances with corresponding explanations for 

24 ~evenue Requirements, and Jurlsdlctlonal kWh Sales. respectively. 
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1 Q. What effective date Is the Company requeatlng for the new 

2 factors? 

3 A The Company is requesting that the new factors become effective with 

4 customer billings on cycle day 3 of October 1995 and continue through 

5 Customer billingo on cycle day 2 of April 1996. This will provide for 6 

6 months of billing on these factors for all our customers. 

7 

8 Q. What will be the charge for a Realdentlal customer using 1,000 

9 kWh effective October 1995? 

10 A. The total residential bill, excluding taxes and franchise, for 1,000 kWh 

11 will be $75.69. The base bill for 1,000 residential kWh Is $47.38, the 

12 fuel cost recovery charge from Schedule E1-E, Page 9 of Appendix II 

13 for a residential customer is $17.73, the Conservation charge Is $2.51 , 

14 the Oil Backout charge is $.13, the Capacity Recovery <:~1arge is 

15 $6.94, the Environmental Cost Recovery charge is $.23 and the Gross 

16 Receipt Tax is $.77. A Residential Bill Comparison (1000kWh) is 

17 presented in Schedule E10, Page 34 of Appendix II. 

18 

19 Q. Does this conclude your testimony. 

A. Yes. It does. 

15 
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o. Please state your name and ~ineaa addreso. 

A. Cheryl Martin, 401 South Dixie Highway, Meat Palm B~ach. FL 

3..> · n. 

o. By whom are you employed? 

A . I am empl oyed by Florida PuDlic Utilities CompAny. 

o. Have you previously testified in thia Docket? 

A. No. 

o. What is the purpose of your testimony at th1o tlme? 

A. I will briefly describe the basis for the computations LhaL 

were made in the preparation of the variouo Sch~1ules LhaL we 

have submitted in oupport of the October 1995 - March 1!19& !ut:l 

coot recovery adjustments f or our two electric d ·•vioiono. In 

addition, 1 will advise tbe Comniaaion n f the proj~ct.cd 

differe nces between the revenues collected under the lcvel1zed 

fuel adjustment and the purchaaed power coato allowed 1n 

developing the levelized fuel adjuatment f or the per1od Aptll 

1995 - Septe~r 1995 and t>) establioh a • true - up" ·•mount to 1,,. 

collected 01 ref unded during October 1 99S - M•" ch 1 ~'Jb . 

0 Were the ocheduleo filed by your C mpany complet.ed under yout 

di ,·action? 

A. Yeo . 



• 

1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0 

11 

12 

13 

14 

15 

16 

18 

19 

20 

21 

23 

25 

o. 

A . 

o. 
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A. 

o. 

Which of the Staff•o oet of ac hedulea bao your company 

completed and filed? 

1 21 

We have f iled Schedules B1, BLA, Bl- 8, BlB-1, 82, 87, 88 and 

E10 for Marianna and Fernandina Beach . They are included in 

Composite Prehearing Identification Number CMM- 1 . 

These schedules support the ~alculation o f the levelized fue l 

adj ustment factor for October 1995 - March 1996. Schedule 81-B 

ohowa the Calculation of Purchased Power Cooto and Calculatlon 

of True- Up and I nterest Provi sion for the per1od April 1995 -

September 199~ baaed on 2 Mo~the Actual and 4 Months Eotimat.ed 

data . 

In derivation of the pr ojected COilt f .actor f or the Oct ober 199!.. 

- March 1996 period , did you follow the same procedureo Lhat 

were used in the prior period filings ? 

Yeo. 

Why has the OSLO rate class for Pernandino Beac..i. been excluded 

(rom theoe computations? 

Demand a nd other purchased paver coacs a re aoo1gn ~d to the GSLD 

rate cloos directly based on thei r actual CP KW and t.heir 

actual KWH consumption . That procedure for t he OSLO c laoo ha: 

been i n uoe for several years and has not been changed here1n . 

Cooto to be recovered from •11 other claotJeu itJ dot.eJmJued 

after ~educting from total purc haaed power coots thotJe cooto 

directl~ assigned to OSLO. 

How will the demand coot recovery factors for the othel rate 

2 
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1 2 2 
classeo be uned? 

The demand coot recovery !actor• for each of the RS, GS, GSD 

~nd OL-SL rate claooeo will become one element of the t o tal 

coot recovery factor for those claases. All other coots of 

purchased power will be recovered by the use of the levelhed 

factor that is the same for all those rate classes. Thuo the 

Lotal factor for each class will be the sum o f the reopect1ve 

demand coot factor and the levelized factor fo r all other 

cost 

What are the total coat recovery factors f o r those uu.c .:l<>ooeo 

1n Fernandina Beach beginning OCtober 1 , 1 995 after adjuotmcnto 

for line looses multipliers and the revenue tax factor? 

The factors are ao follows: 

RS . 05228 $/KWH 

GS .05292 $/KWH 

GSD .04500 $/KWH 

OL & SL .04123 $/KWH 

Please addreso the calculation of the total true-up amount to 

be collccLed 01 refunded during the october 1995 - March 1996 

pcnod. 

We have determined that at the end of September 1995 baoed on 

two monlhu ocLual and four months astillll.ltod, we will h.w•• 

over-reco,ered $31,424 in purchaaed power cooto in out Marianna 

dtvision. Based on estimated sales for the per1od October l~9S 

'la.rch 1996, it wtll be necessary to oubtract .02!>!.JC , ,.. , KWII 

3 
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to refund lhis over-recovery. 

In Fernandina Beach we w~ll have over- recovered $13,938 1n 

purchased power costs. This amount will be refunded at . Ol303C 

p.·~ KWH dun.nq the October 1995 - March 1996 penod. P!'qe 3 

dnd 12 of Compos1te Prehear1ng Ident~!ication Number CMM-1 

provides n deta~l o ! the calculation of the true-up amoun~s . 

Looking back upon the October 1994 - March 1995 pe r iod, whaL 

were the actual Enrt o f Period - True-Up amounts !or MarJ.anna 

and Fernandina Beach, and their sign.i!icance, if any7 

The Ma rianna Oivis~on experJ.cnced an under- recovery ol $77, 2?1 

and F nandina Beach Division ove r-re cove1ed $223,977. The 

amounts both repr(sent fluctuations of leas than 10\ (rom the 

total fuel char ges for the period and are not cons1dered 

s1qn1ficant var1ances from projections. 

What arc the final rerna1 n1n9 true- up amounts for the pcr1od 

Octobe r 1994 through March 1995 for b oth divisions? 

In HarJ.anna the f1nal remaining true-up amount was an over­

recovery o t $66,717. The !1nal remain1ng true- up amount f or 

fernandlnn Beach was an over- recovery o ! $86,1J7, 

What are the estlmated true-up amounts ! or the per1od o t Apr1l 

199!) through September 1995? 

In Harlanna, tht!re is an escima.ted under-recovery o f $35,293. 

Fernandina Beach has an escimaced under-recovery ot S72 , q99 . 

Wlhll w1 ll the total tucl ad)uat.ment :factor, exc lud1nq dNMnd 

cost recovery, be !or both divis1ons tor the per1od Oclobet 
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1995 · March 1996? 

In Marianna the t otal fue1 adjuatoent factor as shown on Line 

3) , Schedule E1, is 2.819¢ per KWH. In Fernandina Beach lhe 

lotal fuel adjustment factor tor •other claooeo•, ao shown on 

Line 43 , Schedu1e El, amounts to 3.6~2¢ per KWH. 

Please advioe what a residential customer uoing 1,000 KWH will 

pay for the period October 1995 • March 1996 including base 

rates (which include revised conoervatio~ coot recovery 

factorr ' and fuel adjuotment factor and after application o f a 

l~ne loss multiplier. 

In Marianna a residential customer using 1 ,000 K~l w1ll pay 

$71.14, a decrease of $2.83 from the previous pe r iod. In 

Fernandina Beach a customer will pay $72 .33, an inc reaoc of 

~1.94 from the previous per iod. 

Does this conclude your testimony? 

Yeo. 

II lll uk I !I 

18 cmmteot6 .95 

s 
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5 Q. 

6 A. 

GULF POWER COMPANY 

Before the Florida Public Service Commission 

Prepared Direct Testimony of 

M. L Gilchrist 

Docket No. 950001 -EI 

Date of Filing: May 19, 1995 

Please state your name and business address. 

My name Is Malcolm Lane Gilchrist and my business address is 500 

1 2 5 

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

8 

9 Q. By whom are you employed and In what capacity? 

10 A. I am the Manager of Fuel and Environmental Affairs for Gulf Power 

11 Company. 

12 

13 Q. 

14 A. 

Mr. Gilchrist, will you please describe your education and experience? 

I graduated from Auburn University In 1958 with a Bachelor of Sc:qnce 

1 ~ Degree In Electrical Engineering. I joined Gulf Power Company in 1961 

16 as a Field Engineer. Since then, I have held various positions wi1h the 

11 Company, including Power Sales Engineer: Division Sa!es Supervisor; 

18 Division Engineer; Supervisor of Fuel Supply; Assistant Plant Manager. 

1, Crist Electric Generating Plant; and Manager of Interchange and Fuel 

20 Supply. I was promoted to my present position in June 1989. 

21 

22 a. What are your dutie!l as Manager of Fuel and Environmental Affairs? 

23 A. I manage the fuel supply and environmental compliance activities of the 

24 Comp&ny My responsibilities Include fuel procurement, contract 

25 administration. and budgeting. 
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Are you the same Malcolm Lane Gilchrist who has previously testified 

before this Commission on various fuel matters? 

1 2 6 

1 A. Yes. 

4 

s a. 

6 A. 

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

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

7 expenses ana to certify that these expenses were properly incurred during 

s the period October 1994 through March 1995. Also, It Is my mtent to be 

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

10 docket concerning Gulf Power Company's fuel expenses. 

11 

12 a. Have you prepared an exhibit that contains Information to which you will 

11 refer in your testimony? 

14 A. Yes. I have prepared an exhibit consisting of one Schedule. 

15 

16 Counsel: We ask that Mr. Gilchrist's exhibit consisting of 1 schedule 

17 be marked as Exhibit No. _ _ ,.;..;;;:;{) _ __ (MLG-1). 

18 

19 a. During the period October 1, 1994, through March 31,1995, how did Gulfs 

20 actual fuel expenses compare w~h the budget or projected expenses? 

21 A. Gulfs actual fuel expense was $87,631 ,975 as compared with the 

22 projected amount of $111,500,080, or under our estimate by 21 .41 o/o. 

2J Gulfs total net system generation was 4 ,298,211 MWH compared to the 

24 projected generation of 5,907.450 MWH or 27.24o/o less than predicted. 
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The resulting total fuel cost per KWH generated was 2.0388¢/KWH or 

2 8.02% over the projected amount of 1.8874¢/KWH. 

3 

4 a. Mr. Gilchrist, did Gulf Power ma~e any significant changes in Its fuel 

5 purchasing program during the sl!x months ending March 1995? 

6 A. No. Peabody CoaiSales Is supplying a blend of Venezuelan and Illinois 

1 coal sufficiently low in sulfur content to ensure compliance with Phase I of 

8 the Clean Air Act which became effectJve January 1, 1995. 

9 

10 a. How did the projected purchase cost of coal compare with the actual 

11 cost? 

12 A. For the period, Gulfs average unit cost of coal purchased was 6.22% 

13 greater than projected. 

14 

15 a. What caused Gulfs average unit cost of coal purchased to be 6.22% 

16 greater than projected? 

17 A. Gulf Power's unit cost of coal was up due to a drop in generation. 

18 resulting in the purchase of a lesser amount of spot market coal to reduce 

19 the overall unit cost. 

21 a. 
22 A. 

What coal supply changes are ta'klng place at Plant Daniel? 

The current fuel supply program, called the seasonal Powder River Basin 

23 (PRB) fuel program, was Implemented In 1994 as a cost-saving strategy 

24 for Plant Daniel. During the off peak season, when full plant capacity is 

2.5 not nor. "JUy needed, the plant will burn lower cost PRB coal. During the 
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peak season, when full plant capacity Is required, the plant will burn high 

2 Btu western coal. To date, the seasonal fuel program Is working very 

3 well. 

4 

5 Q . Do you mean that Plant Daniel will operate below Its rated capacity on 

6 PRB coal? 

7 A. Yes. Plant Daniel is unable to reach Its rated capacity while burning PRB 

8 coals. How~=wer, high Btu coal Is being stockpiled so that the units can be 

9 changed over within 8-10 hours and achl3ve full capacity If needed. As 

10 the plant gains experience In burning the PRB coal, we expect the plant to 

11 increase its capacity. Plant Daniel has been transltlonlng to the seasonal 

12 PRB coal supply during 1994. 

13 

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

I.S ending March 31, 1995? 

16 A. Gulf purchased 333,219 tons or 18% of Its supply from the spot c?al 

17 market. My Schedule 1 of Exhibit No. Jp (MLG-1) conSISts of a 

IS list of contract and spot coal suppliers for the period end1ing March 31, 

19 1995. 

20 

21 a. How are coal prices determined under Gulfs long-term contracts? 

22 A. Under all of GL.Ifs long-term coal contracts, Gulf pays a base price per ton 

23 plus cost escalat~ons that have occurred since the coal contract began. 

24 The base price with cost escalations type contract Is a long term 

25 agree,,lent on quantity, quality, and escalation factors ttlat provides the 
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buyer with an assured source of coal of known quality. The price of coal 

2 supplied under this type of contract will not go up and down with current 

3 market conditions. 

4 

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

6 and pwdent? 

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

s contracts subject to cost escalations or from a competitively bid spot 

9 purchast! order. These coal vendors were selected by procedures 

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

11 specific term at the lowest available delivered cost Gulf has administered 

12 the provisions of these contracts and purchase orders appropriately. All 

13 of Gulfs oil purchases were from oil vendors selected by open bids to 

14 insure the most economical price of oil. 

15 

16 Q . 

17 A. 

I& 

19 

20 

21 

22 

23 

2~ 

Mr. Gilchrist. does this conclude your testimony? 

Yes. 
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s 
6 a. 
7 A. 

GULF POWER COMPANY 

Before the Florida Public Service Commission 
Prepared Direct Testimony of 

M. L Gilchrist 
Docket No. 950001-EI 

Date of Filing June 16, 1995 

Please state your name and business address. 

My name Is M. L. Gilchrist, and my business address is 500 Bavtront 

1 3 0 

s Parkway, Pensacola, Florida, 32520-Q328. 

9 

10 a. 

II A. 

12 

n a. 
14 A. 

By whom are you employed and In what capacity? 

I am Manager of Fuel and Environmental Affairs for Gulf Power Company. 

Mr. Gilchrist, will you please describe your education and experience? 

I graduated from Auburn University in 1958 with a Bachelor of Science 

IS Degree in Electrical Engineering. I joined Gulf Power Company in 1961 

16 as a Field Engineer. Since then, I have held various posltions with the 

11 Company, Including Power Sales Engineer, Division Salas Supervisor. 

18 Division Engineer, Supervisor of Fuel Supply, Assistant Plant Manager at 

19 Crist Electric Generating Plant. and Manager of Interchange and Fuel 

20 Supply. I was promoted to my present position June 1, 1989. 

21 

22 a. 
2J A. 

Wh1:1t are your duties as Manager of Fuel and Environmental Affairs? 

I manago the fuel supply and ~environmental compliance activities of the 

24 Company. My responsibilities Include fuel procurement, fuel contract 

2s administration, and fuel budgeting. 
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Are you the same Lane Gilchrist who has previously testified before this 

Commission on various fuel matters? 

3 A. Yes. 

4 

s Q. 

6 A. 

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

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

1 projection of fuel expenses for the period October 1, 1995 to March 31 , 

s 1996 and to be available to answer any questions that may occur 

9 concern!,. the Company's fuel procurement 

10 

II Q. Have you prepared an exhibit that contains ~nformelion to which you will 

12 refer in your testimony? 

13 A. Yes. I have prepared an exhibit consisting of one schedule. Schedule 1 

14 of my exhibit Is a tabulation of projected and actual fuel cost for the past 

IS ten years. The purpose of this schedule is to Illustrate the accuracy of our 

16 short term projections of fuel expenses. 

17 

18 COUNSEL: We ask that Mr. Gilchrist's exhibit, cons1sting of one 

19 schedule, be marked as Exhibit No. ~/ (MLG-2). 

20 

21 Q . 

22 

23 A. 

24 

2S 

Has Gulf Power Company made any changes to its projection methods 

for this period? 

No. 



a. 
2 
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Will there be any major changes In Gulfs fuel purchasing program during 

this period? 

No. Gulf will continue to receive contract coal from Peabody Coal Sales. 

4 The Company wlll supplement these receipts with purchases from the 

s spot market. 

6 

1 a. How much spot market coal does Gulf Power project It will purchase 

s during October 1995 through March 19967 

9 A. V' ' are projectir g the purchase ilf approximately 463,895 tons. This 

10 represents approximately 19% of our projected purchase requirements. 

II 

12 a. 

13 A. 

14 

15 

16 

17 

18 

19 

20 

21 

22 

2\ 

24 

25 

Mr. Gilchrist, does this conclude your testimony? 

Yes. 
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GULP POWER COMPaNY 

Before the Florida Public Service Commission 
Direct Testimony of 

M. w. Howell 
Docket No. 950001-EI 

Date of Filing: May 19, 1995 

1 3 3 

6 Q. Please state your name, business address and occupation. 

7 A. My name is M. w. Howell , and ~ business address is 500 

R Bayfront Parkway , Pensacola, Florida 32501 . I am 

9 Manager of Transminsion and System Contro l for Gulf 

Ill Power Company . 

II 

12 Q. Have you p reviously tes tifie d before this Commission? 

13 A. Yes. I have testified in var ious rate case, 

14 cogeneration , territorial dispute , planning hear in?. 

1~ fuel clause adjustment, and purchased p owe . capacity 

16 cost recovery dockets . 

17 

18 Q. Please s~rize your educational and professional 

19 background. 

20 A. I graduated from the University of Florida i n ~966 wi t h 

21 a Bachel...,r of Science Degree in Electrical Engineering . 

22 I received my Masters Degree in Electrical Engineering 

2J from t he Univ ersity o f Florida in 1967, and t hen joined 

24 Cu • Power Company as a Distribution Engineer. I have 

25 since served as Relay Engineer , Manager of Transmiss i on, 
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Manager o f System Planning, Manager of Fuel and Sys t em 

2 Planning. and Manager of 'fiansmission and System 

3 Control. My experience with the Company has inc luded 

4 all areas of distribution operation , maintenance, ru1d 

S construction; transmission operation, maintenance, and 

6 construction ; r elaying and protection of the generation, 

7 transmission, and distribution systems; planning the 

8 generation, transmission , and distriLution system 

•> addition:.. i n the f u ture; bulk power interchange 

10 administration; over all management of fuel planning and 

II procurement; and operation of the system dispatch 

12 center. 

13 I have served as a member of the Engineering 

I~ Committee and the Operating Colllllittee of the 

IS Southeastern Electric Reliability Council, cha! rman of 

I ~ the Generation Subcommittee and member of the Ed·son 

17 Electric Institute System Planning Committee, ~1d 

18 chairman or member of a number o f various technical 

I? committees and task forces within the Southern electric 

20 system and the Florida Electric Power Coordinating 

21 Group, regarding a variety of technical issues inc luding 

22 system operations, bulk power contracts, generation 

21 expansion, transmission expansion, trans mission 

2~ inter nnection requirements, central dispatch, 

2S transmission system operation, transient st~ility, 



2 

3 

.j 

.s Q . 

(, 

7 A. 

II 

') 

1(1 

II 

12 

11 

I-I 

I~ 

16 

17 

18 Q. 

19 

211 

21 

22 A. 

21 

H 
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underfrequency operation , generator underfrequency 

pr~tection, s ystem production costing, computer 

modeling, and other s. 

What is t he purpose of your testimony in this 

proceeding? 

I will summarize Gulf Power Company 's purchased p ower 

recove ~le cost s for energy purcbases and sales t hat 

were incurred during the October 1 , 199 4 through Ma rc h 

31, 1995 recovery period. I will then compare the 

actual co~ts to their projected levels f or the period 

and discuss the primary reasons for the differences. 

I will also s ummarize the capac ity expenses and 

revenues that were incurred during the rec0very period, 

c~mpare t hese figur es to their projected levels and 

discuss the reasons f or the differences . 

During t he period October 1 , 1994 through March 3 1 , 

1995, what was Gul f 's actual purchased power recoverable 

cos t for ener gy purchases and how did it compare wi t h 

the projec t ed amount? 

Gulf's actual total purchased power recoverable cos t f or 

enerqy purc hases, as shown on line 12 of Schedule A- 1. 

was $12,615,250 as compared to the projected amount o f 

$2, 335,000. This resulted in a variance above budget o f 
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$10,280,250, or 44 0\. The a ctual cost per KWH purchased 

2 was 1.1635 ¢/KWH as compared to 1 . 8658 ¢/KWH, or J 8% 

3 below the projection. 

5 Q. What were t he events that influenced Gulf's purchas e o f 

G energy? 

7 A. Gulf was able t o purchase significantly more economy 

x power through the Southern electric power pool t o meet 

9 its load than was forecasted f o r the period due t o the 

10 availability of lower cost pool energy. Gulf purcha s e d 

11 1 ,084 , 248,708 KWH, s hown on line 1 2 o f Schedule A- 1, as 

12 c ompared to the estimate of 125, 150 ,000 KWH . or 766% 

11 more. The actual average cost was 1 . 1635 ¢ / KWH as 

14 compared to the estimate o f 1 .8658 ¢/KWH, a ~ocrease o f 

15 0.7023 ¢/KWH frombudget. 

16 This average actual cost o f purchases of 1.1635 

17 ¢/ KWH was actually 43\ less per KWH than Gulf ' s a c tual 

18 average fue l c ost of sys t em generation, s hown o n l i ne 5, 

19 whic h was 2.0388 ¢ / KWH. Gulf's system net generation 

20 was 4,298,211,000 KWH, o r 27\ under our estimate, but 

21 was over bud-.;e t in unit cost by a•. 

22 

21 

25 
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Q . During the period October 1, 1994 through Marc h 31, 

2 1995, what was Gulf's actual purchased power fuel cost 

3 for energy sales ard how did it compare with the 

~ pro jected amount? 

s A. Gulf's actual total purchased power fuel cost for energy 

6 sales, as shown on line 18 of Schedule A-1, was 

7 $17,850,216 as compared to the projected amount o f 

8 $33,651,600. This resulted in a variance below budget 

? of $15,801,384 , or 4 7%. The actual fuel cost per KWH 

10 sold was 1.2917 ¢/KWH as compared to 1.7530 ¢/KWH, o r 

II 26% below the projection. 

12 

D Q. What were the events t hat influenced Gulf's sale o f 

I~ energy? 

IS A. Gulf's off-system sales, shown on line 18, were 

1(, 554 , 687. 293 KWH, or 29%, under the projection for t.he 

17 period. These off-system sales were under the 

IK projection due to Gulf's decreased sale of energy to the 

19 Southern electric system power pool to meet the pool's 

20 overall energy requirements. The higher cost of energy 

21 avai lable fro1" r.ulf's units compared with the cost of 

22 e nergy generated ly the other pool members caused Gulf 

2.1 t o !;ell less energy than budgeted to the pool for off-

2-1 system obl o~ations. 

25 
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How are Gulf's net purchased power !uel costs affected 

by Souther n electric system energy sales? 

As a member of tre Southern electric system power pool. 

Gulf Power participates in these sales . Gulf's 

generating units are economically dispatched t o meet the 

needs of its territorial customers , the system, and 

off-system cu stomer s . 

Therefore, Southern system energy sales provide a 

market f or Gulf 'g s urplus energy and generally improve 

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

sales is c redited against, and therefore reduces, Gulf 's 

fuel and purchased power costs. 

During the period Oc tober 1, 1994 through March 31, 

1995, how did Gul f's actual net pur c haseu power ~apacity 

cost compare with t he net projected cost? 

In t he Purchased Power Capacity Cost Recovery portion o f 

Docket No . 940001-EI, I testified that the projected net 

purchased power capacity cost for the October l, 1994 

through March 31, 1995 recovery period was $5,125, 921. 

The ac~ual net capacity cost was $4 ,891,009. This 

represents a decrease in cost of $234 ,912, or 5% less 

than projected. 

The projected net IIC capacity cost for the 

October l, 1994 through March 31, 1995 recovery period 
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was $5,425,921. The actual net IIC capacity cos t for 

2 the filing period was $5,187,189, which is $238,732 or 

1 4\ less than projected. 

~ The projected Florida Power Corporation Schedule E 

5 capacity revenue for the period was $300,000. The 

~ actual Schedule E capacity revenue f or the recovery 

7 period was $296,180, or 1\ l eas than projected. This 

K revenue was essentially on target for the recovery 

9 pe:.. . >d. 

10 

11 Q. Please explain the reasons for the IIC capacity cost 

12 difference. 

11 A. Gulf's actual net IIC capacity cost was less th~n budget 

1~ because the Southern electric system h~~ less actual 

IS system capacity to be equalized. Therefore , Gulf was 

16 responsible for purchasing its historical loz.d ratio 

17 share of the lower system reserve capacity, enabling the 

IK company have a lower IIC capacity cost. 

19 

2H Q. Does this co·nc lude your testimony? 

21 A. Yes. 

22 

2~ 
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QULF POWER COMPANY 

Before the Florida Public Service Commission 
Direct Testimony of 

M. w. Howell 
Docket No. 950001-EI 

Date of Filing: June 16, 1995 

1 • 0 

6 Q. Please state your name , business address and occupat1.on .. 

7 A. My name is M. W. Howell, and my business addre~s is 500 

8 Bayfront Parkway , Pensacola, Florida 32501. I am 

•J l1anager o f Transmission and System Control f or Gulf 

10 Power Company. 

II 

11 Q. Have you previously testified before this Commission? 

13 A. Yes. I have tes tified in various rate case, 

14 cogeneration, territorial dispute, planning hearing, 

IS fuel clause adjustment, and purchased power c~pacity 

16 cost recovery dockets. 

17 

18 Q. Please sllllltnArize your educational and professional 

19 background. 

20 A. I graduated fro.m the University of Florida in 1966 with 

21 a Bachel ..... of Science Degree in Electrical Engin~en.ng. 

22 I received my Masters Degree in Electrical Engineering 

23 from the University o f Florida in t967, and then joined 

2-' Gul. Power Company as a Dist.ribution Engineer . I have 

2S since served as Relay Engineer, Manager of Transmission, 
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Manager of System Planning, Manager of Fuel and Sys tem 

2 Planni ng. and Manager of Transmission and System 

J Con t r ol. My experience with the Company has inc luded 

~ all a reas o f distribution operation, mainte nance, and 

.s constructi on; transmission operation, maintenance, and 

c. construct i on; relaying and protection of the generation, 

7 transmission, and distribution systems; planning the 

8 generation, transmission, and distribution system 

9 addit1.ons in th•! future; bu1k power interchange 

10 administration; overall management of fuel planning and 

I I procurement; and operation of the system dispatch 

12 c enter. 

11 I have served as a member of the Engineering 

1-1 Committee and the Operating Corrmittee of the 

1~ Southeastern Electric Reliabil ity Coun cil, ~ ~airman of 

11, the Generation Subcommittee and member o f the Edison 

17 Electric Institute System Planning Committee, and 

Ill chairman o r member o f a number of vario us technical 

19 committe es and task f o rces within the Southern electric 

2n system and t he Florida Electric Po wer Coordinating 

21 Gr oup , regarding a variety of technical issues including 

ll system operations, bulk power contracts, generation 

23 expansion , transmission expansion , transmission 

2-1 in ~connection requirements, c entral dispatc h, 

2~ transmission system operation , transient stabili ty, 
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underfrequenc y operation , generator underfrequenc y 

l p rotec tion , system production costing , compute r 

3 modeling, and o thers. 

s Q. What i s the purpose of your testimony in this 

6 proceeding? 

7 A. The purpose of my testimony is to support Gulf Powe r 

8 Compa- r' s projec tion of purchased power recoveraole 

? cos ts f or energy purchases and sales and its projec t ion 

10 o f purchased p ower capa,c ity costs f or the p e riod 

11 Oc tob e r, 1995 - March , 1996. I will also support t he 

12 company's pro jection of purchased power capac ity cos t s 

13 f o r the proposed October, 1995 - September, 1996 annual 

14 recov e ry period. 

IS 

16 Q . Ha v e y ou prepar ed an exhibit that contain s in ~ormation 

17 t o whi c h you will refer in your testimony? 

IR A. Yes. My exhibit consists of one schedule t o wh i c h I 

I? will r e fer. This schedule was prepared under 11\y 

20 s upe rvis i on and direction. 

21 

22 

coun~el : we ask that Mr. Howell 's Exhibi t , 

comprised of one Schedule, be 

marked for identification a s 

Exhibit Cld. (MWH-1 ) . 
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Q. What are Gulf's projected purchased power recoverable 

2 costs for energy purchases and sales f or the October, 

3 1995 - March, 1996 recovery period? 

4 A. Gulf 's projected recoverable cost f or ene rgy purchase:l. 

s shown on line 12 o f Schedule E-1 of the fuel filing, is 

6 $9,801,000. The projected fuel cost for energy sales, 

7 s hown on line 18 of Schedule E-1 , is $15,231 , 600. These 

K transactions result from Gulf's participatio n in the 

9 coor·inated operation of the Southern electric system 

rn power pool. These amounts are used by Gulf's witness 

I ! Susan Cranmer as an input in the calculation of the fuel 

12 and purchased power cost adjustment factor. 

13 

14 Q. What information is contained in your exhibit? 

IS A. Schedule 1 of my exhibit lists the name o f th~ power 

16 contract that is included for capacity cost recovery , 

17 its associated megawatt amounts, and the resu lting 

18 capacity dollar amounts. 

19 

20 Q. What power contract produces capacity transactions that 

21 are recovered through Gulf's purchased power capac it~· 

22 cost recovery factors? 

2J A. The Commission has authorized the Company to include 

24 capacity transactions under the Southern electric 

25 syst~m·s Intercompany Interchange Contract 
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(IIC) for recovery through t he purchased power capacity 

cost recovery factors. Gulf will have IIC capacity 

transactions during the October, 1995 - March, 1996 

recovery period, as well as the proposed October, 1995 -

September, 1996 annual recovery period. The ene rgy 

transactions under t he contract f o r these periods are 

handled f or cost recovery purposes t hrough the fuel cost 

recovery factor s. At this time, G~lf does not 

participate in any o t her power contracts that would 

produce capacity transactions duri ng either the six 

month or the proposed annual recovery period. 

Have there been any c hanges to the IIC with regard t o 

capacity transaction s since the last r~covery factor 

adjustment proceedings? 

No, there have not been any changes to the cCJntrac t 

itself. However, on November 1, 1994 , in accordance 

with both the contrac t and the reQUirements o f the 

Federal Energy Regulatory Commission (PERC), the 

Southern electric system made its annua~ IIC 

inform~tional filing with the PERC. The informational 

filing reflects updated historical load responsibility 

ratios, the expected system load, and the capacity 

am .• 1ts for 1995 tbat are used in the capacity 

equalization calculation performed pursuant t o the IIC 
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to determine the capacity transactions and costs f o r 

2 each operating co~any. These updates have decreased 

1 Gulf's projec ted c apac ity payments for October, 1995 -

4 March, 1996 recovery period by $37,566 fro m what they 

~ o therwise would have been prior to the update . 

6 Similiarly, the projected capacity payments for the 

7 proposed October , 1995 - September, 1996 annual recovery 

8 period have decreased by $729,441 . 

9 

10 Q. What are Gulf'a IIC capacity transaction s that are 

11 projected for the October, 1995 - March, 1996 recovery 

12 period? 

13 A. As shown on Schedule 1 of my exhibit, capacity 

14 transactions under the IIC vary from month to month. 

IS IIC capacity purchases in the amount of $7,748,129 a r e 

16 projected for the period. There are no IlL capacity 

17 sales projected f o r the recovery period. Th•Jrefore, the 

18 Company's net capacity transactions under tne rrc f o r 

19 the period are net purchases amounting to $7,748,129. 

20 This compar es t o net purchases of $1,995,968 that were 

21 projected f or the period April, 1995 -September , 1995. 

22 

23 

25 
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Q. What are Gulf' s total projected net capacity 

2 transactions f o r the October, 1995 - March, 1~96 

3 r&c overy period? 

4 A. As s hown on Schedule 1 o f ~ exhibit , the net purc hases 

5 under the IIC will cause Gulf to have a projected net 

6 capacity cos t o t $7, 748, 129. This figure is used by Ms. 

7 Cranmer as the sole input into the calculation of the 

8 total capacity transactions to be recovered through the 

'J pure! .. Jed p ower capac ity cost r ecovery factors f o r this 

w recovery period. 

II 

12 Q . Gul f is proposing to set capacity cost recovery facto r s 

13 on an annual basis. Do you have any comments ,.,n this 

14 proposal? 

15 A. Yes. As discussed in the testimony o f Ms. Cr anmer. the 

1 ~ na ture of Gulf's purc hased power capacity co&~s 

17 recover ed through t he purchased power c apacit y cos t 

111 recovery claune, when tak.en in conjunction wi th the 

19 normal expected variation in the Company 's kilowatt - ho ur 

20 sales from one traditional six month recovery period t o 

21 the next, is such t hat there is r o utinely a signif ican t 

22 change i n the recovery factors up and d own every s ix 

21 months. The purpose o f the proposed c hange i s t o dampen 

24 th~ swing in the facto rs experi~ced by Gulf' s 

2S c .astomers . 
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Q. What are Gulf's IIC capacity transaction~ that are 

2 projected for the proposed October, 1995 -September, 

3 1996 annual recovery period? 

A. Schedule 1 of my exhibit shows the IIC capacity 

S transactions that vary during each month of the proposeo 

6 annual period. IIC capacity pur chases in the amount of 

7 $11,024,949 are projected for t he propooed twelve month 

ft period. IIC capacity sales during the same petiod are 

•J projec ted to be $525, 87 5. The sum of these purc hasP.s 

10 and sales yields the Conq;>any•s net capacity tran.:;actions 

II under the IIC for the period, which are net purchas es 

12 amounting to $10, 499,07 4 . This annual f igure would b~ 

11 used by Ms. Cranmer in the same manner as is the six 

14 month capacity figure to calculate the t otal capacity 

IS transactions to be recovered through the purcha~ed power 

If• capacity cost recovery factors for this proposed twelve 

17 month recovery period. 

II! 

1~ Q. Does this conc lude your testimony? 

20 A. Yes . 

21 

22 

21 

25 
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Please state your name, business address and occupa tion . 

My name is Susan Cranmer . My business address is 500 

Bayfront Parkway, Pensacola, Florida 32501. I hold t he 

10 posit.:. n of Super:visor of Rate Se·rvices for Gulf Power 

11 Company . 

1?. 

13 Q . Please briefl y describe your educational background and 

14 business experi ence. 

15 A. I graduated from Wake Forest University in 

16 Winston-Salem, North Carolina in 1981 witi. " Bachelor of 

17 Science Degree in Business and from the Univer~ ity of 

18 West Florida in 1982 with a Bachelor of Arts TJeqree i n 

19 Accounting. I am also a Certified Public Accoun t ant 

20 licensed in the State of Florida. I joined Gulf Power 

21 Company i n 1983 as a Financial Ana lyst. I have he l d 

2 2 various positions with Gulf i ncluding Computer Model i ng 

23 Analyst and Senior Financial Analyst. In 1991, I 

24 assumed the ,position of Supervisor of Rate Services and 

25 pre r ntly serve in that capacity. 
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My responsibilities include supervision of tariff 

administration, cost of service, calculation of cost 

recovery factors, and the regulat·ory filing func tior. o ! 

the Rates and Regulatory Matters .Department. 

Have you prepared an exhi bi t that contains information 

to which you will r efer in your testimony? 

Yes, I have. 

Counsel: We ask that Ms. Cranmer's Exhibit 

consis ting of four schedules be 

marked as Exhibit No . c23 (SDC-1). 

Are you familiar with the FUel and Purchased Power 

14 (Energy) Tru.e-up Calculation and the Purchased Power 

15 Capacity Cost True-Up Calculation for the period of 

16 October 1994 through March 1995 set forth in your 

17 exhibit? 

18 A. Yes. These documents were prepared under my 

19 supervision. 

20 

21 Q. Have you verified that to the best of your knowledge and 

22 belief, the information contained i n these documents is 

23 correct? 

24 A . Ye.... I have . 

25 
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What is the amount to be refunded or collected thr ough 

2 the fuel cost r ecovery factor in the per iod Oct ober 1995 

3 through March 1996? 

4 A. An amount to be collected of $1,737,576 was cal~ulated 

5 as shown in Schedule 1 o! my exhibit . 

6 

7 Q. How was this amount calculated? 

8 A. The $1,737,576 was calculated by taking the d ifference 

9 in the estimated October 1994 t .hrouqh March 1995 under-

10 recov~ry of $577, 273 as approved in Order No . 

11 PSC-95-0450-FOF-EI, dated April 6, 1995 and t he actual 

1 2 under-recovery of $2,31 4 ,~49 which is the sum of lines 7 

13 and 8 shown on Schedule A- 2, page 3 of 4, Period-to-date 

14 of the monthly filing for March 1995. 

15 

16 Q. Ms. Cranmer, you stated earlier that you are res ponsible 

17 fo r the Purchased Power Capacity Cost True- •1p 

18 Calculation . Which schedules of your exh ib1t relate t o 

19 the calculation of these factors? 

20 A. Schedul es CCA- 1, CCA- 2, and CCA-3 of my e xhibi t relate 

21 to the Purchased Power Capacity Cost True-up Calculatio n 

22 for the period October 1994 through Marc h 1995 . 

23 

2 1, 

25 
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What is the amount to be refunded o r collected i n the 

2 period October 1995 through March 1996? 

3 A. 

4 

5 

6 Q. 

7 A. 

8 

9 

10 

11 

12 

13 

14 Q. 

15 

16 A. 

17 

18 

19 

20 

21 

22 

23 

24 

25 

An amount to be collected of $35,386 was calculated as 

shown in Schedule CCA-1 of my exhibit. 

How was this amount calculated? 

The $35 , 386 was calculated by taking the difference in 

t he estimated October 1994 through March 1995 under­

recovery of $101,423 as approved in Order No . 

PSC-95-0450-FOF- EI, dated April 6, 1995 and the actual 

under-recovery o f $136,809 which is the sum of lines 11 

and 12 under the total column of Schedule CCA-2. 

Please describe Schedules CCA- 2 and CCA-3 of your 

exhibit. 

Schedule CCA-2 shows the calculation of tht actual 

under-recovery of purchased power capacity co~ ts for the 

pe riod October 1994 through Marc h 1995 . Schedule CCA-3 

of my exhibit is the calculation of the i nterest 

provi sion on the under-recovery. This is the same 

method of calculating i nterest that is used i n the Fuel 

and Purchased Power (Enerqy) Cost Recovery Clause and 

the Environmental Cost Recovery Clause. 
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Ms. Cranmer, does thi J complete your testimony? 

Yes, it does. 
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Please state your name, business address and occupa t l o n . 

My name is Susan Cranmer. My business address 1s 500 

Bayf r ont Parkway, Pensacola, Florida 32501 . I hold th e 

9 position of Supervisor of Rate Services fo r Gu l f Powe r 

10 Compony . 

11 

12 Q . 

13 

14 A. 

Please briefly describe your educational backg r ound and 

business experience . 

I gt aduated from Wake Forest University in 

15 Winston-Salem, North Carolina in 1981 with a Bachelor o f 

lG Science Degree in Business and from the un ... versiLy o ( 

17 West Florida in 1982 with a Bachelor of Art s Deg r ee 1 n 

18 Accounting . I am also a Certified Public A~coun tan t 

19 l Jcensed i n t he State of Florida. I joined Gu l f Powe r 

20 Company in 1983 as a Financial Analyst. I have held 

?. I various positions with Gull including Computer foloda 11ruJ 
. 

22 Anal yst and Senior Financial Analyst. In 1991, I 

23 as s umed t .,e position of Supervisor of Rate Services a nd 

24 presently serve in that capacity. 

2 5 
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My responsibili ties include supervision o f tariff 

administration, cost o f service, calculation of cosL 

r ecovery f actors , and t he re9ulat ory fil i ng !unc t 1on of 

Lne Rates and Regulatory Matters Depa r tmen t. 

~ave you previously filed testi mony befo r e thi s 

7 Commission in Docket No. 950001-EI? 

a A . Yes, I have . 

9 

10 Q . Wha t 1s the putpose of your testimony? 

11 A . The purpose of my testimony is to discuss the 

12 calcula t ion o f Gulf Power ' s fuel cost recovery factors 

13 for the period Oc t ober 1995 t hrough Mar ch 1996 . I Hill 

14 also discuss the calculation o f the purchased power 

15 capacity cost recovery fac tors for that per iod . 

1 6 

17 Q . Are you familiar with the FUel and Purchased Power CosL 

18 Recovery Clause Calculation for the period o f October 

19 1995 through March 1996? 

20 A . Yes , these documents were prepared under my supe r vls1on. 

2 1 

22 Q . Have you verified that to the best of your knowl edge and 

23 belief , th~ i nformation contained i n these documents is 

24 correct? 

25 A. Ye · I have . 
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Counsel: We ask that Ms. Cranmer ' s Exhibit 

consisting of seventeen schedules, 

along with Schedules A1 through A12 

previously tiled wi th the Commission for 

the months o! December 1994 , January, 

February, March, Apri l, and Ha y 1995, 

be marked as Exhibit No . d!! !SDC-21 . 

Ms. \~anme r, what has Gull calcula~ed as the true-up to 

10 be applied in t he period October 1995 through March 

ll 1996? 

12 A. The true-up for this penod is an increase of . 06QC /l.wh . 

13 This includes a final true-up under-recovery of 

l 4 $1 , 737 , 576 . As shown on Schedule E- lA, it also lnclud~s 

15 an es t imated true- up under-recovery of $875, 44 3 for Lhc 

lu cur rent period . The resulting under-recove~y is 

17 $2 ,613, 019 . 

18 

19 Q. Wha t has been included in thi s filing t o refl ecL the 

20 GPIF reward/penalty for the period of October 1994 

2 1 through March 1995? 

22 A . This 1~ shown on Line 32b of Schedule E-1 as SO . As 

23 discusse~ in the testimony of Mr. Fontaine, Gulf is 

24 proposing ne i ther a reward nor a penal ty fo r Lha pe1 1c 

25 , £Oct obe r 1994 through March 1995. 
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Ms. Cranmer, what is the levelized projected fuel rtl c t o r 

for the period Oc tober 1995 through March 1996? 

Gulf has proposed a levelized fuel fac tor o t 2 . 210C/~wh . 

4 It includes proJected fuel and purchased power cucryy 

5 e xpenses for October 1995 through March 1996 and 

6 projected kwh sales for the same period, as well a s the 

7 true-up and GPIF amount. The proposed levelized fuel 

8 factor also includes the special recovery amoun t 

9 associated wi th the Air Products special contrat..t . The 

10 calcu ' tion of the special recovery amount is presen ted 

11 on Schedule E-12 of my exhibit . The levelized fuel 

12 factor has not been adjusted for l i ne losses. 

13 

14 Q. Ms . Cranmer, how were the line loss multi pliers used on 

15 Schedule E-1E calculated? 

16 A. They were calculated in accordance with procedures 

17 approved in prior filings and were based on u •1lf ' s 

18 latest mwh Load Flow Allocators. 

19 

20 Q . Ms. Cranmer , what fuel factor does Gulf propose for 1ts 

21 la rgest group of customers (Group A), those on Rate 

22 Schedules RS, GS, GSD, OSIII, and OSIV? 

23 A. Gulf prop~ses a standard fuel !actor, adjusted fo r line 

24 losses, of 2.237¢/kwh for Group A. FUel factors for 

25 
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Groups A, B, C, a nd D are shown on Schedule E-lE . These 

facto r s have also been adjusted for l i ne losses . 

Ms . Cranmer, how were the time-of-use fuel facto rs 

5 c alculated? 

6 A . Th~se were calculated based on projected loads and 

7 system lambdas fo r the period October 1995 through Ha r ch 

8 1996. These factors included the GPIF, t rue-up , and 

9 s peci al contract recovery co. t amounts and wer~ adJusted 

10 for ll. .. e l osses . These time-of- ust. fue l factors arc 

11 also shown on Schedule E- lE . 

12 

13 Q. How does the proposed fuel facto r for Rate Schedule RS 

14 compa re with the factor applicable to September and nov1 

15 will the change affect the cost ot 1000 kwh on Gulf ' s 

16 resident i al rate RS? 

17 A . The c urrent fuel factor applicable to Septemb~ r 1995 1~ 

18 2 .343¢/kwh compared with the proposed f actor o( 

19 2 . 237~/kwh. For a residential customer who uses 

20 1000 kwh i n October 1995, the fuel portion of tht b il l 

21 will decrease from $23. 43 to $22.37 . 

22 

23 Q . 

24 

25 

Ms . Cranmer , has Gulf updated its estimates of the 

as-available avoided energy costs t o be shown on COG! as 

r 1uired by Order No . 13247 issued Ma y 1, 1984, i n 
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Docket No. 830377-EI and Order No . 19548 issued June 2 1, 

1988, in Docket No. 880001-EI? 

Yes . A tabulation of these costs is set forth in 

Schedule E- l l o! my Exhibit SDC-2. These costs 

represent t he estimates !or the period from October 1995 

through September 1997. 

Ms . Cranmer, you stated earlier that you are responsible 

for the calculation of the purchased power capacity cost 

(PPCC) .·ecovery factors. Which schedules of your 

exhibit relate to the calculation o! these factors? 

Schedule CCE-1 , i ncluding CCE- la and CCE- lb, and 

Schedule CCE-2 of my exhibit relate to the calculat ion 

o f the purchased power capacity cost recovery fac t ors 

for the period October 1995 throuqh March 1996 . As I 

will discuss later in my testimony, Gul f : ~ propo~ing Lo 

change its PPCC factors from semi-annual to anrual 

factors. Schedule CCE-3, including CCE-3a anJ CCE- 3b, 

and CCE-4 show the calculation of the cost recovery 

facto r s for the period October 1995 through September 

1996 . 

Please des~ribe Schedule CCE-1 of your exhibit. 

Schedule CCE-1 shows the calculation o f the amount o f 

ca1 ~ity payments to be recovered through the Purchased 
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Powe r Capacity Cosl Recovery Clause . Hr . Howell has 

provided me wi t h Gulf ' s projec ted purchased power 

capacity transactions under the Southern Company 

Intercompany I n ter c hange Contract (IIC) . Gulf's 

projected capacity payments for the period October 1995 

th r ough March 1996 a re purchases o f $7 , 748, 129 . The 

jurisdict ional amount i s $7 ,469,087 . For the per iod, 

Gulf ' s requested recove r y bef ore true-up i s the 

difference be tween the j uri sdictional projected 

purchase' ~ower capllCi ty costs and t he appr oved 

adjustment f o r former c apaci t y t r ansactions embedded in 

current base rates . This adj ustment amount was fi xed in 

Orde r No . PSC- 93-0047-FOF- EI, dated J anua ry 12 , 1993, as 

an embedded c r edit of $839,290, or $826, 000 net of 

revenue taxes . Thus, the proj ected r ecovery amount to 

be collected through t he pur chased power capac l t v cos t 

recovery factors in t he period October 1995 th rougn 

March 1996 is $8 , 295, 087 . This amount is added to the 

total true-up amount to dete rmine the total purchased 

power capacity transact ions to be recovered t hrough the 

facto r s to be applied i n the peri od . 

What has Gulf calculated as t he purchased power capacity 

facto r true-up Lo be applied i n t he per iod October 1995 

through •·arch 1996? 
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The true-up for th1s period is a decrease of $154, 77S as 

shown on Schedule CCE-la. This includes a final 

capJcity cost true-up under-recovery of $35,386. It 

4 also i ncludes an estimated over-recovery o! $190,165 fo r 

5 the period April 1995 through September 1995, as 

6 calcu lated on Schedule CCE-lb . 

7 

8 o. What methodology was used to allocate the capacity 

9 payments to rate class? 

10 A . As required JY Commiss~on Order No. 25773 in Docket 

1 1 No . 910794-EQ, the revenue requirements have been 

12 allocated us i ng the cost of service methodology used in 

13 Gulf's last full requi~ements rate case and app=oved by 

14 the Commission in Order No. 23573 issued October 3, 

15 1990, in Docket No . 891345-EI. Although the capacity 

1 6 payments in that cost of service study were allocated to 

17 rate cldss using the demand allocator based on the 

18 twelve monthly coincident peaks projected fo r t~e test 

19 year, fo r purposes of the purchased power capac-ty cost 

20 recovery clause, Gulf has allocated the net purchased 

21 power capacity costs to rate class with 12/13th on 

22 demand and !/13th on energy. This alloca t i on is 

23 consisten~ with the treatment accorded to producti on 

24 plant in the cost of service study used i n Gulf' s las t 

25 J- ~e case . 



1 0 . 

2 

3 A . 

Docket No . 950001-EI 
Witness: Susan D. Cr anmer 

1 6 1 Page 9 

How were the allocation factors calculated for use in 

t he Purchased Power Capacity Cost Recovery Clause? 

The allocation factors used i n the Purchased Power 

4 Capacity Cos t Recovery Clause have been calculated using 

5 the 1993 load data filed with the Commission in 

6 acco rdance with FPSC Rule 25-6.0437. The calculati ons 

7 of the allocation factors are shown in columns A through 

8 r on page 1 of Schedule CCE-2. 

9 

10 Q . Please describe the calculation of the cents/kwh facto r s 

I 1 by rate c lass used t o recover purchased power capac•tY 

ll costs. 

13 A. As shown in columns A throuqh D on page 2 of Schedule 

14 CCE-2, 12/lJth o f the jurisdictional capacity cost to be 

15 recovered is allocated to rate class base~ on the demand 

1 G alloca tor, with the remaining l/13th allocated based on 

17 ene r gy . The t o tal revenue requirement assigneJ to each 

18 rate class shown in column E is then divided by that 

19 class ' s p r ojected kwh sales !or the six-month pe riod ~o 

20 calculate the purchased power capacity cost recovery 

21 factor . This facto r will be applied t o eac h customer ' s 

22 tota l kwh to ca l culate the amount to be billed each 

23 month . 

24 

25 
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What is the amount related to purchased power capacllf 

cos ts r ecovered through this factor that would be 

included on a residential cus tomer ' s bill fo r 1000 kwh 

1f the Commission were to approve the Company ' s p roposed 

traditional six-month recovery factors? 

The purchased power capacity costs recovered through the 

7 clause for a res idential customer who uses 1000 kwh 

8 would be $2.64. 

9 

10 Q . Gul f 4S proposing to change the cycle for setting its 

11 purchased power capacity cost (PPCC) recovery f acto r s 

1? from a six-month to a one-year cycle. Please comrrenL on 

13 the reasons for the proposed change. 

1 II A . For Gul f, this is a customer satisfaction issue . Since 

15 t he commencement of the PPCC recovery clause in 1993 , 

16 Gulf ' s PPCC factors have consistently moved 'IP and down 

17 between the traditional summer (Apri l through Sep tembe r ) 

18 and winter (October through March) recovery periods . 

19 The trend we have experienced results i n a much higher 

20 facto r in the winter than in the summer. Gulf is 

21 p r opos i ng an annual factor for i t s PPCC recovery 1n 

22 o rder to levelize the factors and thereby eliminate the 

23 var i ations experienced by the customer that occur simply 

24 because the facto r s have been set every six months . The 

25 na l ~e of Gulf ' s purchased power capacity costs 
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recovered through the PPCC combined with the regul a r 

s easona l differences in kwh sales causes Gulf ' s PPCC 

facto r s to vary significantly from one t raditional six-

month recovery period to the next. Because Gulf ' s 

5 Cdpacity costs and kwh sales do not vary as widely from 

6 year to year as they do from one of the current six-

7 month recovery periods to the next, the resulting 

8 f l uctuations in customers ' bills could be signi fican t ly 

9 reduced through the implementation of annual cos t 

10 recover. facto r s for Gulf ' s purchasea power capacity 

1 1 cost recovery clause . 

12 

13 Q . Please describe Schedules CCE-3 and CCE-4 of your 

14 exhibit . 

15 A . Schedules CCE-3 and CCE-4 show the calculation of the 

1 6 recoverable capaci ty costs and associate~ cost r ecove r y 

! 7 factors for the period October 1995 through S~pLembe r 

I 8 1996 . The methodology used in the calcula tior.s on these 

19 schedules is identical to the methodology uscu on 

20 Schedules CCE-1 and CC E- 2 to calculate the semi-annual 

21 factors . 

22 

23 Q . 

24 

25 

What are Gulf's projected capacity payments for t he 

period October 1995 throuqh September 1396? 
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Gul f ' s projected capaci ty payments for the per iod 

October 1995 through September 1996 are purchases of 

$10,499, 07 4. The j urisdictional amount is $10,120,959. 

'1 r o r the 12-month period, the adjustment for former 

S cap2city transactions embedded in current base rates i s 

6 a credit of $1,652,000, or two times the semi-annual 

7 credit of $826,000. For the annual recovery per iod , 

8 Gul f ' s requested recovery before true-up is the 

9 dif ference between the jurisdictional projected capacity 

10 costs of Al0,120,959 and t his embedded credit, or 

11 $11,772,959 . The total true-up to be collected in the 

12 annual period is the same as that !or tne semi-annual 

13 pe riod, an over-recovery o! $154,779 net of r evenue 

1 11 taxes. The total amount to be recovered in the period 

15 October 1995 through September 1996, including revenue 

16 taxes , is $11,805,117. 

17 

18 Q . What is the amount related to purchased power c3pacity 

19 costs tha t will be included on a residential c ustomer ' s 

20 bill for 1,000 kwh using t he annual PPCC factor? 

21 A. The purchased power capacity costs recover ed through the 

22 clause f o r a residential customer who uses 1,000 kwh 

23 will be St . 68 using an annual cost-recovery factor . 

24 This compares to $2.64 projected f o r the per iod October 

25 1°"5 through March 1996, and an est imated $.91 for the 
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period April 1996 ti1rough September 1996, using semi -

annual factors . 

When does Gulf propose to collect these new fuel charges 

and purchased power capacity charges? 

These factor s will apply to October 1995 through March 

1996 billings beginning with Cycle 1 mete r readings 

scheduled on September 28, 1995 and ending with meter 

readings scheduled on March 28, 1996. If t he Commission 

approves n annual r.ecovery period !or the capacity 

11 costs , the annual PPCC factors shown on Schedule CCE-4 

12 will apply t o October 1995 through September 1996 

13 billings beginning with Cycle 1 meter readings scheduled 

14 on September 28 , 1995 and ending with meter r eadings 

15 scheduled on September 26, 19 96. 

16 

17 Q. Ms. Cranmer, does this complete your tes timony? 

18 A . Yes , it does . 

19 

?0 

2 1 

22 

23 

24 

25 
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7 Q. Plea se s tate your name, address and occupation. 
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8 A. My name is George D. Fontaine, my busine•s address is 

9 Post Offic e Box 1151, Pensacola, Florida 32520, and my 

10 position is Performance Test Specialist tor Gulf Power 

11 Company. 

12 

13 Q. Please describe your educational and business 

14 bac kground. 

IS A. I received my Bachelor of Mechanical Engineering Degree 

16 fro m· Auburn Un iversity in 1980. Following graduation , 

11 I joined Gulf Powe~ company as an Associate Engineer at 

18 the Schol z Electric Generating Plant, and as I 

19 previ ously stated, my current position is Performance 

20 Te s t Spec ialist . I am also a registered Professional 

2 1 Engineer in tne State ot Florida. 

22 

23 Q. Mr. Fontaine, have you previously testitied in this 

H Docket? 

25 A. Yes , sir. 
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Q. Mr. Fontaine, what is the purpose ot your testimony in 

l this proceeding? 

h. The purpose of my testimony is to present GPIP results 

4 for Gulf Power Company for t .he period of october 1, 

s 1994, through March 31, 1995. 

6 

1 Q. Mr . Fontaine, have you prepared an exhibit that 

s contains information to which you will refer in your 

9 testimony? 

10 A. Yes, Sir, I have prepared an exhibit consisting of five 

II schedules. 

12 

I J Q. Mr. Fontaine, was this exhibit prepared by you or under 

14 your direction and supervision? 

15 A. Yes, it was. 

16 

17 

18 

19 

Counsel : We ask that Hr. Fontaine's exhibit be 

marked for ident ification as exhibit~~ (GDP-1) . 

20 Q. Mr. Fontaine, before reviewing t he GPIP Results for 

21 Gulf ' s units, is there any information which has neen 

22 s upplied to the Commission pertaining to this GPIF 

23 period which requires amendment? 

24 A. Yes , some correc tions need to be made to the actual 

2~ unit performanco data which was subaitted aonthly to 
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the Commission during this period. These corrections 

2 are based on discoveries made during our tinal review 

1 to determine the accuracy of this information prior to 

~ this proceeding . The Actual Unit Performance Data 

s tables on pages 14 to 19 of Schedule 5 incorporate 

6 these changes. The data contained on thes.e tables is 

7 the data upon which the GPIP calculation ~as made. 

8 

9 Q. Hr . Fontaine, are there any modifications to the 

10 results that need clarification? 

11 A. Yes, we nave made an adjuatmeut to ettsentially remove 

12 Daniel 1 and Daniel 2 from the heat rate results 

13 portion ot this GPIF tiling. The heat rate targets Cor 

14 these two units were rendar~td inapplicable to the 

IS period due to a significant change in the fuel supply 

16 at the Plant tor the period. When the targets tor this 

17 period were establ ished, tbe two generating un~ts at 

18 Plant Daniel were identitied as GPIP units. 

I ? As discussed in the teati•ony of H. L. Gil christ, 

20 the Company has recently implemented a tuel supply pla n 

21 tor Plant Daniel that includes the seasonal tiring of 

22 Powder River Basin (•PRB") coal during non-sum~er 

23 months. The seasonal burning ot PRB coal at Plant 

24 Daniel pro~u~•• significant fuel coat savings tor 

2S Gulf ' s territorial customers. PRB coal was the fuel 



2 

3 
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10 
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13 

14 
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16 

17 

18 

19 

20 

21 

22 Q. 

23 
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burned at Plant Daniel during the October 1994 through 

Marc h 1995 GPIF per i od. 

Why does the switch t o PRB coal during the GPIF r esu l ts 

period render the heat rate targets for Daniel 1 and 

Daniel 2 inapplicable? 

The PRB coal has a &Ubatantially lower heat and h i gher 

moisture content than what had previously been the year 

round fuel supply for Plant Daniel. The targets t or 

the period had been baaed on burning the higher heat 

and low"lr mois·ture content coal tha~ had previously 

been the normal fuel supply tor Plant Daniel. At the 

time the targets for the period were determined, there 

was not adequatt data to properly derive target 

equations for both Daniel Units 1 and 2 based on the 

PRB coal . Because the targets had been based on 

experience with coal having higher heat and lower 

moisture content than the coal actually used during the 

period, the targets themselves became an ur. ~tta inable 

standard. 

Should ' the Company be penalized for failing to meet 

heat rate targets that had been baaed on coal with a 

higher heat and lower moisture content? 

No. A~ I previously mentioned, a prime driver in the 
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decision to burn PRB coal at Plant Daniel during non-

2 summer months was to save fuel costa tor our customers. 

3 Assuming that both Daniel Units would have operated on 

4 their target equations with the higher heat and lower 

5 moisture content fuel, I calculated that burning t he 

6 PRB coal instead of the higher heat and lower moisture 

7 content fuel saved Gulf's territorial customers over 

8 $2 million. Because of the differences inherent to PRB 

9 coal, these fuel savings could not have been achieved 

10 without the side effect of causing the Daniel units to 

11 miss tho: heat rate targets established based on 

12 experience with coal having a higher heat and lower 

13 moisture content. Therefore , tor the reasons explained 

14 above, I have adjusted the heat rate weighting factors 

15 for Plant Daniel Units 1 and 2 to zero and left the 

16 remaining weighting factor the same. 

17 

18 Q . Mr. Fontaine, 'Would you now review the co:-pany 's 

19 equivalent availability resu~ts tor the period ~ 

20 A. Actual equivalent availability and adjusted a ccual 

21 equivalent availability figures tor each of t he 

22 Company's GPIP units are shown on page 13 of Schedule 

23 s . Pages 3 through 8 ot Schedule 2 contain the 

24 calculations tor the adjusted actual equivalent 

25 availabili ties . 
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A calculation of GPIF availability points bas ed on 

2 these availabilities and the targets established by 

3 Commis sion Order PSC-94-109~-POF-EI is on page 9 of 

4 Schedule 2. The r esults are: Crist 6, +10.00 points ; 

S Crist 7, +10.00 points; Smith 1, +10.00 points; Smith 

6 2, +10.00 points; Daniel 1, +1.36 points, and Daniel 2, 

7 -10 . 00 points. 

8 

9 Q. Mr . Fontaine, what were the heat rate results for the 

10 period? 

II A. The d .. tailed calculation ot the actual average net 

12 operating heat rates for the Company's GPIF un its is on 

13 pages 2 through 7 of Schedule 3. These heat rate 

14 figur es have not at this point been adjusted in 

IS accordance with GPIF procedures tor load and other 

16 factors to the bases of their targets. 

17 As was done for the prior GPIF periou=, a nd a s 

18 indicated on pages 8 through 13 of Schedule 3, t.he 

19 target setting equations were used to adjust a c tual 

20 results to the target bases. These equations, 

21 submitted in June 1994, are shown on page 15 of 

22 Schedule J . 

23 As ca l culated on page 16 of Schedule 3, the 

24 ad j usted actual average net operating heat rates 

2~ correspond t~ GPIF unit heat rate points of : 0.00 for 
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Crist 6, +5.62 for Crist 7; -0.70 tor Smith 1, 0.00 for 

2 Smith 2. As explained earlior in my testimony, the 

3 heat rates for Daniel 1 and Daniel 2 have been excluded 

4 from the GPIF results calculation by setting th~ 

s weighting factors to zero. 

6 

7 Q. Mr . Fontaine, what number of coapany points were 

8 achieved during the period, and what reward or penalty 

9 is indicated by these points according to the GPIF 

10 procedure? 

II A. Usinq t~e unit equivalent availability and heat rate 

12 points previou.sly mentioned, 3lonq with the adjusted 

13 weighting factors, t he Company points would be +1.18 as 

14 indicated on page 2 ot Schedule 4 . This calculates to 

IS a reward in the amount of ~98,968. Because of the 

16 adjustments to the heat rate result• made necessary due 

17 to the change in fuel supply at Plant Daniel, in lieu 

18 of the calculated reward, the company bol l aves that it 

19 is appropriate to set the reward/penalty for tt.e per iod 

20 at zero dollars . It ia this amount that the Company 

21 requests be approved by the commission in th is 

22 proceeding. 

23 
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Mr. Fontaine, would you please summarize your 

testimony? 

Yes, sir. In v i ew of the adjusted actual equivalent 

4 availabilities, as shown on page 9 ot Schedule 2 , and 

s the adjusted actual average net operating heat ~ates 

6 achieved, as shown on page 16 ot Schedule 3, evidencing 

7 t he Company' s performance for the period, Gulf reques t s 

8 a net zero reward/penalty as provided for by the GPIF 

9 plan. 

10 

II Q. Mr. r~ ,taine, does this conc lude your test imony? 

12 A. Yes, Sir . 

1J 

14 

IS 

16 

17 

IS 

19 

20 

2L 

22 

23 

2S 
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7 Q. Please state your name, address and occupation. 

174 

e 8 A. My namo is George D. Fontaine, ay business address ls 

• 

• 

• 

• 

• 

• 

• 

9 Post Office Box 1151, Pensacola, Florida 32520, and my 

10 position is Performance Test Specialist for Gulf Power 

11 

12 

Company . 

1 3 Q . Please describe your educational and business 

14 background. 

15 A. I received my Bachelor of Mechanical Engineering Degree 

16 from Auburn University i n 1980. Following graduation, 

17 I joined Gulf Power Company as an Associate Engineer at 

18 the Scholz Electric Generating Plant, a nd as I 

19 previous ly stated, my current position is Perform~nce 

20 Test Specialist. I am also a registered Professio·1al 

2 1 Engineer in the State of Florida. 

22 

23 Q. Mr. Fontaine, have you previously testified i n this 

24 Docket? 

25 A • Yes, sir . 



• Docket No. 950001-EI 
Witness : G. o. Fontaine 

Page 2 

1 7 5 
e 1 Q. Hr. Fontaine, what is the purpose ot your testimony in 

2 this proceeding? 

3 A. The purpose ot my testimony today is to present GPIF 

• 4 targets tor Gul! Power Company tor the period ot 

5 October 1, 1995 through March 31, 1996. 

6 

• 7 Q. Hr. Fontaine, have you prepared an exhibit that 

8 contains i nformation to which you will refer in your 

9 testimony? 

e 10 A. Yes, sir, t have pr epared an exhibit consisting ot 

11 three schedules. 

12 

• 13 Q , Mr. Fontaine, watt tbis exhibit prepared by you or under 

• 

• 

14 your direction and supervision? 

15 A. Yes, it was . 

16 

17 

18 

19 

counsel : We ask that Mr . Fontaine ' s exhibit be 

marked for identification as exhibit ~b (GUF-2). 

20 Q. Hr. Fontaine, which units does Gult propos2 to include 

21 under the GPIF' !or the subject period? 

• 22 A. We propose that Crist Units 6 and 7, Smith Units 1 and 

23 2 , and Daniel Units 1 and 2 continue to be the 

2 4 Company ' s GPIF units . 

• 25 

• 
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• l Q. Mr. Fontaine, what are the target heat rates Gulf 

2 proposes to use in the GPIP for these units for the 

3 performance period october 1, 1995 through 

• 4 March 11, 1996? 

5 A. I would like t o refer you to Page 32 ot Schedule 1 of 

6 my exhibit where these targets are listed. 

• 7 

• 

• 

• 

8 Q. How were these proposed tar get heat rates determi ned? 

9 A. In every case they were determined according to the 

10 GPIF implementation manual procedures to~ Gulf. 

11 Page 2 of Schedule 1 shows the tarqet average net 

12 operating heat rate equations tor the proposed GPIP 

13 units, and Pages 4 through 29 of sch~ule 1 contain the 

14 wee.kly historical data used for the statistical 

15 development of these equations. 

16 Pages 30 and 31 of Schedule 1 present t he 

1/ calculations which provide the unit target heat r ~tes 

18 from the t arget equations . 

• 19 

20 Q. Were the maximum and minimum attainable beat rates for 

21 each proposed GPIP unit, indicated on Page 32 of 

• 22 Schedule 1, calculated according to the appropriate 

23 GPIP implementation manual procedures? 

2 4 A. Yes, Sir. 

• 25 

• 
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e 1 Q. What are the proposed target, maximum and minimum, 

• 

• 

• 

2 equivalent availabilities tor Gulf's units? 

3 A. The target equivalent availabiliti•• and their ranges 

4 are l i~ted on Page 4 of Schedule 2 . 

5 

6 Q. How are these target equivalent availabilities 

7 determined? 

8 A. The target equivalent avail abilities were determined 

9 according to the standard GPrP t.plementation manual 

1 0 procedures for Gulf, and are preaentad on Page 2 of 

11 Schedule 2 . 

12 

e 13 Q. How were the maximum a nd minimum attainable equivalent 

14 availabi l ities determined for each unit? 

15 A. The maximum and minimum attainable equivalent 

• 16 availabilities, which are presented along with t heir 

17 respective target availabilities on Page 4 of Sch~dule 

1P 2, were determined per GPIF manual procedures for Gulf . 

• 1 9 

20 Q. Mr. Fontaine , has Gulf completed the GPIF cinimum 

21 filing requirements data package? 

e 22 A. Yes, we have completed the required data. Schedule 3 

23 of my exhibit contains thi• information. 

24 

• 25 

• 
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e 1 Q. Mr . Fontaine, would you please summarize your 

• 

• 

• 

• 

• 

2 t estimony? 

3 A. Yes . Gulf asks that the commission accept : 

5 

6 

7 

8 

9 

1 0 

11 

1 2 

13 

15 

1 6 

1 7 

18 

1. Cris t Units 6 and 7, smith Units 1 and 2 and 

Daniel Units 1 and 2, for inclusion under the GPIF 

for the period of October 1, 1995 through 

March 31, 1996 . 

2. The target, maximum attainable, and minimum 

attainabl~ average net operating heat ~ates, as 

proposed by the company and as shown on Page 32 of 

Schedule 1 a nd also Page 5 of Schedule 3 of my 

exhibit. 

3. The target, maximum attainable, and minimum 

attainable equivalent availabilities, as proposed 

by the Company and as shown on Page 4 of Schedu l e 

2 and also Page 5 of Schedule 3 of my exhibit. 

• 1 9 

• 

• 

• 

20 4. The weekly averag~ net operating heat rate leas t 

21 

22 

23 

2 4 

25 

squares regression equations, shown on Page 2 of 

schodule 1 and also Pages 18 through 23 of 

Sc hedule 3 of my exhibit, for use in adjusting the 

six-month ac tual unit heat rates to target 

conditions. 
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Mr. Fontaine, does this conclude your testi mony? 

Yes, Sir. 

(Transcr ipt continues i n sequence in Volume 2 . ) 
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