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Q.
State your name and business address.

A.
My name is Michael F. Jacob.  My business address is Florida Power Corporation, One Power Plaza, 263 13th Avenue South, St. Petersburg, Florida, 33701-5511.

Q.
By whom are you employed and in what capacity?
A.
I am employed by Florida Power Corporation (FPC) as Manager of Regulatory Evaluation and Planning.

Q.
Have your duties and responsibilities remained the same since you last testified in this proceeding.
A.
Yes.

Q.
What is the purpose of your testimony?
A.
The purpose of my testimony is to describe the components and costs of the Company's Demand-Side Management Plan as approved by the Florida Public Service Commission.  I will detail the projected costs for implementing each program in that plan, explain how these costs are presented in the attached exhibit, and show the resulting conservation adjustment factors (in $/1,000 kWh).

My testimony also covers the calculation of the final true-up amount for residential revenue decoupling for 1997 and the calculation of the final estimated true-up balance of $6,699,054 (under-recovery) which has been incorporated in the calculation of the Energy Conservation Cost Recovery Factor.

Q.
Do you have any Exhibits to your testimony?

A.
Yes, Exhibit No. ___ (MFJ-1) consists of six schedules.  Schedules C-1 through C-5 present Energy Conservation Cost Recovery Clause Calculations for the Period January 2000 through December 2000.  Schedule C-6 presents the calculation of the final revenue decoupling true-up amount for 1997.

Q.
For what programs does FPC seek recovery?
A.
FPC is seeking to recover those costs allowed pursuant to Rule 25-17.015 of the Florida Administrative Code, as adopted by the Florida Public Service Commission, for each of the following programs as well as for Conservation Program Administration (those common administration expenses not specifically linked to an individual program).
· Home Energy Check

· Home Energy Improvement

· Residential New Construction

· Energy Management  (Includes Residential and Commercial Energy Management and Load Management Switches.)

· Business Energy Check

· Better Business

· Commercial/Industrial New Construction

· Innovation Incentive 

· Standby Generation

· Interruptible Service

· Curtailable Service

· Technology Development

· Gas Demonstration

· Qualifying Facility

Q.
Have any unusual costs been included in Florida Power’s reprojection of its 1999 estimated/actual true-up amount?
A.
Yes.  Schedule C-3, page 2 of 9, shows that the estimated/actual true-up amount includes a one-time QF contract negotiation/administration cost of $1,000,000 under its approved Qualifying Facility program.  This cost represents the fee required to retain the consulting services of the investment banking firm of Goldman, Sachs & Co. in connection with the negotiations that led to the agreement between Florida Power and El Paso Power Services recently approved by the Commission in Order No. PSC-99-1623-PAA-EQ, issued August 18, 1999 in Docket No. 990723-EQ, and consummated by Order No. PSC-99-1789-CO-EQ, issued September 14, 1999.  The El Paso agreement restructured three of Florida Power’s then-existing, long term QF contracts, which included a substantial reduction in the contracts’ capacity charges that will provide ratepayer savings of well over $100 million on a net present value basis.  These savings will commence immediately upon closing of the transaction, which is expected to occur in October 1999, and have been reflected in Florida Power’s contemporaneous Fuel and Capacity Cost Recovery filing for calendar year 2000.

Florida Power seeks recovery of this cost because, given the financial complexity and magnitude of the restructuring agreement, the services of a firm with the stature and expertise of Goldman, Sachs were deemed by the Company to be essential to the successful negotiation of that agreement and to the substantial savings its customers stand to receive as a result of those negotiations.  This cost was incurred under an approved conservation program as part of Florida Power’s efforts to prudently administer the three then-existing QF contracts through the negotiation of a new, more cost-effective agreement.  As such, these costs are clearly distinguishable from the utilities’ non-program-specific costs of participating in the 1994 Conservation Goals docket that were disallowed by the Commission.

Q.
What is included in your Exhibit?

A.
Exhibit No. ___ (MFJ-1) consists of Schedules C-1 through C-6.  Schedule C-1 provides a summary of cost recovery clause calculations and information by retail rate schedule.  Schedule C-2 provides the monthly and total conservation program cost estimates during the January 2000 through December 2000 projection period for each conservation program as well as for common administration expenses.  Additionally, Schedule 

C-2 presents the program costs by specific category (i.e. payroll, materials, incentives, etc.) and includes a schedule of estimated capital investments, depreciation and return for the projection period.


Schedule C-3 contains a detailed breakdown of conservation program costs by specific category and by month for the actual/estimated period of January through August 1999 (actual) and September 1999 through December 1999 (estimated).  In addition, Schedule C-3 presents a schedule of capital investment, depreciation and return, an energy conservation adjustment calculation of true-up, and a calculation of interest provision for the actual/estimated period of January 1999 through December 1999.  Schedule C-4 projects Energy Conservation Cost Recovery (ECCR) revenues during the January 2000 through December 2000 projection period.  Schedule C-5 presents a brief description of each program, as well as a summary of progress and projected expenditures for each program for which FPC seeks cost recovery as part of the Energy Conservation Cost Recovery Clause.  Schedule C-6 presents the calculation of the final revenue decoupling true-up amount for 1997.

Q.
Would you please summarize the major results from your Exhibit?

A.
Schedule C-2, Page 1 of 6, Line 21, shows total net program costs of $72,773,441 for the January 2000 through December 2000 projection period.


The following table presents the projected conservation cost recovery charge in dollars per 1,000 kilowatt-hours by retail rate class for the time period January 2000 through December 2000, as contained in Schedule 

C-1, Page 1 of 4, Lines 18 – 21.

Conservation Adjustment Factors  ($/1,000 kWh)



Secondary
Primary
Transmission
Retail Rate Schedule

Voltage
Voltage
Voltage

Residential
$2.40
N/A
N/A

General Service Non-Demand
$1.64
$1.62
$1.61

General Service 100% Load Factor
$1.21
N/A
N/A

General Service Demand
$1.41
$1.40
$1.38

Curtailable
$1.23
$1.22
$1.21

Interruptible
$1.16
$1.15
$1.14

Lighting
$0.60
N/A
N/A

Revenue Decoupling

Q.
What is the final Revenue Decoupling true-up amount for 1997?

A.
The initial true-up amount for 1997 was an under-recovery of $22,905,204.  The final true-up amount, based on the final revision of 1997 Florida total personal income, is an under-recovery of $26,252,309, a change of $3,347,105.

Q.
How was this amount calculated?

A.
This amount was computed in accordance with Commission Order No. PSC-95-0097-FOF-EI and is based on revised estimates of actual 1997 Florida personal income as released in October, 1998.  The final estimate (in millions of 1987$) is $268,785 compared to the approved base value of $256,335.  Applying the regression coefficient of 0.02221, which relates personal income to residential usage, raises the approved base level residential use per customer of 13,289 by 277 kWh.  The final 1997 targeted level of residential kWh use per customer becomes 13,556.  This usage, priced at residential rates and multiplied by actual average customers produces a revenue target of $754,604,306.  Actual base revenues collected in 1997 were $728,351,997.  The difference between these two figures is the final 1997 true-up amount of $26,252,309.  Detailed monthly calculations for the 1997 calendar year are presented on Sheet 1 of Schedule C-6.

Q.
What is the source of the Personal Income values used in the calculation of the use per customer target?
A.
The source of Florida Personal Income in nominal Dollars is the Survey of Current Business published quarterly by the Bureau of Economic Analysis (BEA), U.S. Department of Commerce.  Personal income figures in the October 1998 release were adjusted by adding back capital gains distributions from mutual funds.  These distributions were excluded from the October personal income estimates due to a change in methodology that was adopted for the first time in this release.  This adjustment was necessary to make the October figures consistent with all other personal income figures that had been used since the experiment was begun.  Real personal income was computed from the published figures by dividing the nominal Dollar amounts by the Personal Consumption Expenditures Implicit Price Deflator (PCE-IPD), published in the same document.  Finally, monthly values were computed from quarterly values using interpolation.  This methodology has been consistently used throughout the experiment and has been reviewed by Staff.

Q.
How was the final true-up amount of $6,699,054 (under-recovery) calculated?

A.
The $6,699,054 is the sum of the uncollected final estimated true-up balance of $2,982,551 million, the 1997 adjustment for personal income of $3,347,105, and interest from January 1, 1998 through December 31, 1999 in the amount of $369,398.  The 1997 final estimated true-up balance of $22,167,795 was amortized over 24 months on a kWh weighted basis from April 1, 1998 through March 31, 2000. $2,982,551 remains to be collected during January through March, 2000.

Q.
Does this conclude your direct testimony?

A.
Yes.






