
Writer's Direct Dial No. (727) 820-5184 

August 25,2006 

Ms. Lisa Bennett, Esquire 
Office of General Counsel 
Florida Public Service Commission 
2540 Shumard Oak Boulevard 
Tallahassee, FL 32399-0850 

Re: StaffData Request; Docket No. 060001 -EI 

Dear Lisa: 

Please find attached Progress Energy Florida, Inc.'s responses to Staff's data request dated 
August 18,2006. Please feel free to contact me should you have any questions. 

Sincerely, 

JTBAms 

Cc: Parties of Record 
Division of Commission Clerk (Docket File) 
Division of Economic Regulation (Lester) 
Division of Regulatory Compliance and Consumer Assistance (Vandiver) 
Jack Shreve - Attorney General's Office 
Charles Beck - Office of Public Counsel 



PEF RESPONSES TO STAFF DATA REQUEST DATED AUGUST 18,2006 
DKT# 060001-E1 

1. Please explain PEF’s plans for using firm natural gas storage. Include the following in 
the explanation: 

-when PEF plans to begin using natural gas storage 
- the planned amount of firm storage capacity 
- how PEF will recover the costs of natural gas storage 
- how PEF will report the costs of natural gas storage 

Answer: 

Please see PEF’s responses to Questions 2,3 and 4 to Staffs informal questions submitted on 
July 26,2006 and discussed at the July 27,2006 Fuel Status Meeting. 

PEF has executed two high deliverability storage service agreements beginning in May 2008 
with a term of 5 years. During the months of June through October, the agreements have 
combined firm storage capacity of 1,250,000 MMBtu’s with firm daily withdrawal capacity of 
125,000 MMBtu’s. For November through May the agreements have combined finn storage 
capacity of 1,000,000 MMBtu’s with firm daily withdrawal capacity of 100,000 MMBtu’s. 
This storage was purchased to provide greater gas supply reliability for short-term 
curtailments that could occur because of hurricanes or other weather related events. It is 
expected that natural gas storage demand costs, storage injection and withdrawal costs, and 
related gas purchases for storage will be recovered through the he1 and purchased power cost 
recovery clause in the same manner as gas supply and transportation costs are currently 
recovered on an as burned basis. Natural gas storage injections will be reported as increases to 
natural gas inventory. Storage demand costs, injection and withdrawal costs, and associated 
withdrawals of gas from inventory will be expensed on an as burned basis. 

2. What is PEF’s definition of physical hedging? Please provide examples. 

Answer: 

Physical hedging can be defined as the procurement of a fixed volume of natural gas for 
expected generation needs from a supplier at a fixed price per MMbtu. An example of a 
physical hedge executed by PEF was the procurement of physical natural gas from a supplier 
for the months of May through October 2006 delivered to Destin into Gulfstream at a fixed 
price per MMbtu. PEF’s objectives of executing physical hedges are to provide physical 
supply, mitigate price risk and volatility, provide greater price certainty and smooth out prices 
over time, and maintain a diverse portfolio of volumes and prices over time. 

3. For each fossil fuel PEF burns, at what point in the transportation chain does it take 
ownership? 

Answer: 

0 

Coal - PEF takes ownership when the coal is loaded on a train or barge. 
Heavy Oil - PEF takes ownership when heavy oil is delivered to the plants. 



Light Oil - Most of PEF’s suppliers deliver light oil by truck directly to the plants where 
PEF takes ownership. One of PEF’s suppliers ships light oil by barge. PEF takes 
ownership of this product when it is loaded on the barge. 
Natural Gas - PEF takes ownership of natural gas at PEF’s contractual receipt points 
which include pipeline interconnects, pipeline pooling points, and various other delivery 
points along the transportation chain. When the natural gas storage service agreements 
described in No. 1 above become effective beginning May 2008, PEF will own the gas 
that is held in the respective third party storage facility.. 

4. For each fossil fuel, at what points in the transportation chain is the fuel considered fuel 
inventory of PEF? 

Answer: 

Fuel is considered fuel inventory when PEF takes ownership. 

5 .  For each fossil fuel, if fuel storage is utilized, indicate whether there is fuel stored both 
on-site and off-site. 

Answer: 

Coal - Fuel is stored both on-site and off-site. 
Heavy Oil - Fuel is stored on-site only. 
Light Oil - Fuel is stored both on-site and off-site 
Natural Gas - PEF does not currently store natural gas. However, as described in No. 1 
and 3 above, natural gas will be stored off-site beginning in May 2008. 

6. For off-site storage, identify which costs of storage are recovered through the fuel clause 
and which costs are recovered through base rates. For any fee or charge recovered 
through the fuel clause, state the utility’s rationale for recovery of those costs through 
the fuel clause as opposed to base rates. When providing the rationale please cite 
applicable rules or orders. 

Answer: 

All costs associated with off-site storage are recovered through the fuel clause. The following 
are specific costs recovered through the fuel clause for each applicable fuel type. 

Coal - Fuel is stored off-site at two locations at the mouth of the Mississippi River. PEF 
does not pay a fee for the storage itself. Rather, PEF pays a transloading fee per ton when 
the coal is unloaded fkom river or ocean vessels into stockpiles or gulf barges. 

Light Oil - Currently PEF stores light oil at a terminal owned by Martin Gas Terminals in 
Tampa, FL. Costs associated with this storage facility include fees for tank capacity as 
well as a costlgallon to input or withdraw the oil. 

0 Natural Gas - Although PEF does not currently have off-site storage for natural gas, 
beginning in May 2008, PEF expects to recover the demand costs as well as storage 
injection and withdrawal costs through the fie1 clause. 



Rationale: PEF currently recovers, or expects to recover in the case of natural gas, these off- 
site storage costs through the fuel clause. These storage costs are associated with transporting 
fuel to PEF’s terminals that are dedicated to the supply of its generating plants. Furthermore, 
the cost of storage fluctuates with the volume of fuel stored. FPSC Order No. 14546, July 8, 
1985, states the following: 

Transportation Charges. The costs associated with moving fuel to fuel storage 
locations and terminals dedicated to the supply of a utility’s generating facility 
are subject to significant changes due to fluctuations in distances, deliveries, 
volume and price. Consequently, such costs should be recovered through fuel 
adjustment clauses. 

7. For on-site storage, identify which costs of storage are recovered through the fuel clause 
and which costs are recovered through base rates. For any fee or  charge recovered 
through the fuel clause, state the utility’s rationale for recovery of these costs through 
the fuel clause as opposed to base rates. When providing the rationale please cite 
applicable rules or orders. 

Answer: 

All costs of on-site storage are recovered through base rates. 

8. If fuel carrying costs are applicable to any fuel storage, indicate whether these costs are 
recovered through the fuel clause or base rates. Is there a difference in treatment of on- 
site vs. off-site storage? What is your rationale for recovery of fuel inventory carrying 
cost through the fuel clause? 

Answer: 

All fuel inventory carrying costs are recovered through base rates with the exception of coal 
inventory in transit or off-site storage. Pursuant to Stipulation and Settlement approved in 
Order No. PSC-05-0945-S-E1, Docket No. 050078-EI, dated September 28,2005, PEF is 
recovering the carrying costs of inventory in transit. Item 16 on Page 22 states, “PEF will 
collect through the fuel recovery clause its carrying costs of fuel inventory in transit.. .” 



CERTIFICATE OF SERVICE 

I HEREBY CERTIFY that a true and correct copy of PEF's Responses to Staffs Data Request in 

Docket No. 060001-E1 has been furnished via U S .  Mail this 25'' day of August, 2006 to all parties of record as 

indicated below. 

Lisa Bennett, Esq. 
Wm. Cochran Keating, Esq. 
Office of General Counsel 
Florida Public Service Commission 
2540 Shumard Oak Blvd. 
Tallahassee, FL 32399-0850 

James D. Beasley, Esq. 
Lee L. Willis, Esq. 
Ausley & McMullen Law Firm 
P.O. Box 391 
Tallahassee, FL 32302 

Joseph A. McGlothlin, Esq. 
Office of Public Counsel 
c/o The Florida Legislature 
1 1 1 West Madison Street, #812 
Tallahassee, FL 32399 

Jeffrey A. Stone, Esq. 
Russell A. Badders, Esq. 
Steven R. Griffin 
Beggs & Lane Law Firm 
P.O. Box 12950 
Pensacola, FL 32591 

Timothy J. Perry, Esq. 
McWhirter Reeves Law Firm 
1 17. S. Gadsden Street 
Tallahassee, FL 32301 

Ms. Brenda Irizarry 
Tampa Electric Company 
P.O. Box 11 1 
Tampa, FL 33601 

Florida Industrial Power Users Group 
c/o John McWhirter, Jr. 
McWhirter Reeves Law Firm 
400 N. Tampa Street, Ste. 2450 
Tampa, FL 33602 

Norman H. Horton, Jr. 
Messer, Caparello & Self, P.A. 
P.O. Box 1876 
Tallahassee, FL 32302-1 876 

John T. Butler, Esq. 
Florida Power & Light Co. 
9250 W. Flagler Street 
Miami, FL 33 102 

Robert Scheffel Wright 
John T. LaVia, 111 
Young van Assenderp, P.A. 
225 S. Adams Street, Suite 200 
Tallahassee, FL 32301 

AARP 
c/o Mike Twomey 
P.O. Box 5256 
Tallahassee, FL 323 14-5256 

Karen S .  White, Lt. Col., USAF 
Damund E. Williams, Capt., USAF 

139 Barnes Drive, Suit 1 
Tyndall Air Force Base, FL 32403-53 19 
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R. Wade Litchfield, Esq. 
Florida Power & Light 
700 Universe Boulevard 
Juno Beach, FL 33408-0420 



Mr. Bill Walker 
Florida Power & Light 
215 S. Monroe Street, Ste. 810 
Tallahassee, FL 32301-1859 

Ms. Susan D. Ritenour 
Gulf Power Company 
One Energy Place 
Pensacola, FL 32520-0780 

Ms. Cheryl Martin 
Florida Public Utilities Company 
P.O. Box 3395 
West Palm Beach, FL 33402-3395 


