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1. INTRODUCTION, QUALIFICATIONS, AND SUMMARY 

1 Q  

2 A  

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 

Jeffry Pollock; 12655 Olive Blvd., Suite 335, St. Louis, MO 63141 

3 Q 

4 A  

WHAT IS YOUR OCCUPATION AND BY WHOM ARE YOU EMPLOYED? 

I am an energy advisor and President of J. Pollock, Incorporated. 

5 Q  

6 A  

7 

8 

9 

10 

11 

12 

r- 

PLEASE STATE YOUR EDUCATIONAL BACKGROUND AND EXPERIENCE. 

I have a Bachelor of Science Degree in Electrical Engineering and a Masters in 

Business Administration from Washington University. Since graduation in 1975, I 

have been engaged in a variety of consulting assignments, including energy 

procurement and regulatory matters in both the United States and several 

Canadian provinces. I have participated in regulatory matters before this 

Commission since 1976. My qualifications are documented in Appendix A. A 

partial list of my appearances is provided in Appendix B to this testimony. 

13 Q 

14 A 

15 

16 

17 

18 

ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS PROCEEDING? 

I am testifying on behalf of the Florida Industrial Power Users Group (FIPUG). 

Participating FIPUG companies purchase electricity from Gulf Power Company 

(Gulf). These customers require a reliable low-cost supply of electricity to power 

their operations. Therefore, participating FIPUG companies have a direct and 

significant interest in the outcome of this proceeding. 

19 Q WHAT IS THE PURPOSE OF YOUR TESTIMONY? 

20 A I will address the following issues: 

.- 
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1 
2 
3 
4 
5 
6 

7 

8 Q  

9 

The need for this Commission to thoroughly scrub Gulf's claimed 
revenue requirements in light of the fact that Gulf's industrial rates 
are among the highest in the southeast and because of the 
current depressed state of the economy in Gulf's service territory; 

The class cost-of-service study (CCOSS). and in particular Gulf's 
proposed classification of distribution network costs; and 

Gulfs proposal to increase its storm damage accrual. 

ARE YOU FILING ANY EXHIBITS IN CONNECTION WITH YOUR 

TESTIMONY? 

10 A Yes. I am filing Exhibits JP-I through JP-6. These exhibits were prepared by 

11 me or under my direction and supervision. 

12 Q 

13 CASE? 

14 A 

15 

ARE YOU TAKING A POSITION ON ALL ISSUES RAISED BY GULF IN THIS 

No. The fact that I do not address a particular issue in my testimony should not 

be interpreted as an endorsement of Gulf's position on a particular issue. /- 

16 Summary 

17 Q PLEASE SUMMARIZE YOUR RECOMMENDATIONS. 

18 A 

19 

20 

21 

22 

23 

24 

25 

In light of the high unemployment in Gulfs service area and the fact that Gulf's 

industrial electricity rates have increased significantly and are now among the 

most expensive in the southeast, the Commission should thoroughly scrub the 

filing to minimize the impact of this proceeding on all customers. 

Gulf's CCOSS generally comports with and uses accepted cost allocation 

practices. This includes the proposal to classify a portion of the distribution 

network (FERC Account Nos. 364 through 368) as customer-related. Classifying 

a portion of the distribution network as customer related appropriately recognizes 

c 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

that costs are incurred to connect a customer to the grid, irrespective of the 

amount of electricity consumed. The costs are incurred, in part, to comply with 

this Commission's rules prescribing that each utility meet certain minimum 

construction standards and to implement cost-effective storm hardening 

investments on the transmission and distribution system. Because these 

"compliance" costs must be incurred regardless of the amount of electricity 

consumed, they are clearly customer-related. 

The Commission should reject Gulf's proposal to nearly double the 

annual storm accrual because it ignores this Commission's framework that 

provides for recovery of all restoration costs for the most severe storms. Gulf's 

current storm reserve balance is sufficient to cover the costs of all but the most 

severe storms. Further, continuing the current level of accruals will more than 

cover the average level of expenses charged to the storm reserve since 2005. 
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2. THE IMPACT OF THIS CASE 

1 Q  

2 

3 A  

4 

5 

6 Q  

7 A  

8 

9 Q  

10 

11 A 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

I 

WHAT BASE REVENUE INCREASE IS GULF SEEKING IN THIS 

PROCEEDING? 

Gulf is seeking a $93.5 million (20.8%) base revenue increase. This proposal is 

based on a calendar year 2012 test year and assumes an 11.7% return on 

common equity (ROE). 

WHEN WERE GULF’S CURRENT BASE RATES SET? 

Gulfs current base rates were implemented in June 2002, following the 

Commission’s final order in Docket No. 01 0949-El. 

DOES THIS MEAN THAT GULF’S CUSTOMERS HAVE NOT EXPERIENCED 

HIGHER ELECTRICITY COSTS SINCE JUNE 2002? 

No. While Gulf touts that it has not had a base rate increase in many years, Gulf 

has continued to increase rates through changes in its various cost recovery 

factors. Gulfs cost recovery factors include: 

Fuel Charge; 

Conservation Charge; 

Capacity Charge; and 

Environmental Charge. 

These factors apply to all customers and comprise 65% of the revenues Gulf 

recovers from retail customers. That is, the amount Gulf collects from customers 

through separate recovery clauses (outside of base rate cases) comprises 65% 

of Gulfs revenues. Thus, no customer has been immune from higher electricity 

costs. This includes Gulfs real-time pricing (RTP) customers whose base rates 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

Q 

A 

Q 

A 

have also been affected by changes in incremental costs in addition to the 

increase in the cost recovery factors listed above. 

HAVE YOU ANALYZED THE INCREASE IN ELECTRICITY COSTS 

EXPERIENCED BY GULF'S CUSTOMERS SINCE JUNE 2002? 

Yes. Exhibit JP-1 compares the increase in electricity costs experienced by 

residential, commercial and industrial customers since June 2002. Thus, it 

provides a range of impacts from smaller low-load factor customers to larger 

high-load factor customers. The comparison includes both base rates and the 

then-applicable cost recovery factors. 

Despite the fact that Gulf's base rates have not changed, all customers 

have experienced significant increases in electricity costs. Such increases range 

from 57% to 115%. Under Gulf's proposed base rates, the cumulative increases 

would range from 68% to 124%. Higher load factor (Rate LPT and Rate PX) 

customers have experienced (and will experience) much larger increases in 

electricity costs than lower load factor customers. 

ARE GULF'S INDUSTRIAL ELECTRIC RATES COMPETITIVE? 

No. As a consequence of the increasing cost recovery factors, Gulf's industrial 

rates now rank among the highest of any major investor-owned electric utility in 

the southeast United States. This is shown in Exhibit JP-2. which consists of 

recent surveys of the electricity rates charged by thirty investor-owned electric 

utilities and the Tennessee Valley Authority (TVA) applicable to large high-load 

factor customers taking transmission service under standard firm tariffs. The 

surveys were conducted by Brubaker & Associates, Inc. (BAI). For the four most 
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1 

2 

recent BAl surveys, Gulfs industrial rates have ranked among the top three 

highest of the 31 southeast utilities 

3 Q  

A 

S A  

6 

7 

8 

9 

10 

WHAT ARE THE IMPLICATIONS OF GULF’S HIGH INDUSTRIAL 

ELECTRICITY RATES? 

Electricity is a significant operating cost for manufacturers and other industrial 

consumers. High electricity rates make it very difficult for these entities to 

compete in both domestic and global markets where electricity rates may be 

much lower. Gulfs request for an increase of over $90 million does not bode 

well for preserving or growing the jobs these companies create in Gulfs service 

area. 

11 Q ARE YOU AWARE THAT GOVERNOR RICK SCOTT HAS MADE IT A TOP 

PRIORITY OF HIS ADMINISTRATION TO CREATE AN ADDITIONAL 700,000 

PRIVATE SECTOR JOBS IN FLORIDA OVER THE NEXT SEVEN YEARS? 

P 12 

13 

14 A Yes, that is my understanding. 

15 Q 

16 

17 

18 

19 

20 A 

21 

22 

HOW WILL GULF’S CURRENT RATES FOR MANUFACTURERS AND 

INDUSTRIAL CONSUMERS, WHEN COMBINED WITH GULF’S REQUEST 

FOR MORE THAN $90 MILLION IN NEW BASE RATES, AFFECT THE 

ABILITY TO ATTRACT NEW PRIVATE SECTOR JOBS TO NORTHWEST 

FLORIDA AND GULF’S SERVICE TERRITORY? 

As I point out, currently Gulfs electric rates for large industrial consumers are 

among the highest in the southeastern United States. Gulfs request to increase 

base rates by over $90 million will make northwest Florida less attractive when 

a 
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1 competing to convince new industrial and commercial businesses to locate in 

2 Gulfs service territory. The cost of electricity is often a significant variable cost 

3 for business. As businesses are always sensitive to costs, especially in these 

4 difficult economic times, neighboring states with significantly lower electricity 

5 costs will have an advantage in energy costs when competing against Florida to 

6 recruit new business and the new private sector jobs that come with new 

7 businesses. Granting Gulfs requested rate hike will only increase and 

8 exacerbate the disparity between what utilities in neighboring states charge 

9 industrial customers as compared to what those same customers are charged for 

10 the same commodity, electricity, in Florida when doing business in Gulfs service 

11 territory in northwest Florida. 

12 Q 

13 AREA? 

14 A The local economy in Gulfs service territory continues to be depressed. 

15 Exhibit JP-3 shows a weighted average of the unemployment rate in Gulf's 

16 service area: 

17 In 2002, following Gulfs last rate case; 

18 

19 Currently. 

20 

21 

22 

23 

24 

WHAT IS THE STATE OF THE LOCAL ECONOMY IN GULF'S SERVICE 
r 

In 2009, at the height of the recession: and 

As Exhibit JP-3 shows, the unemployment rate increased from 5.1% in 2002 to 

8.5% in 2009. Despite the official end of the recession, the unemployment rate 

has risen, and it is now 9.4%. The Florida average unemployment rate has also 

increased. Currently, the unemployment rates in both Gulfs service area and the 

state of Florida are higher than the national average. 

9 

J . P O L L 0 C K  
Z N C O R P D R A T E D  



1 Q  

2 

3 

4 A  

5 

6 

I 

8 

9 

WHAT ARE THE IMPLICATIONS OF GULF'S HIGH INDUSTRIAL 

ELECTRICITY RATES AND THE CURRENTLY DEPRESSED LOCAL 

ECONOMY? 

High industrial electricity rates play a major role in decisions by large energy- 

intensive consumers about where to locate, where it is more cost-effective to 

operate, and whether to expand production, furlough employees or even cease 

operations. As Florida attempts to encourage economic development and create 

new jobs, the Commission must ensure that Gulf's request for a rate increase 

minimizes the impact on all customers. 

r 
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3. CLASS COST-OF-SERVICE STUDY 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 P 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

Backaround 

Q 

A 

Q 

A 

Q 

A 

WHAT IS A CLASS COST-OF-SERVICE STUDY? 

A cost-of-service study is an analysis used to determine each class’ responsibility 

for the utility’s costs. Thus, it determines whether the revenues a class 

generates cover the cost of service for that class. A class cost-of-service study 

separates the utility’s total costs into portions incurred on behalf of the various 

customer groups. Most of a utility‘s costs are incurred to jointly serve many 

customers. For purposes of rate design and revenue allocation, customers are 

grouped into homogeneous classes according to their usage patterns and 

service characteristics. The procedures used in a cost-of-service study are 

described in more detail in Appendix C. 

HAVE YOU REVIEWED THE CLASS COST-OF-SERVICE STUDY GULF 

POWER COMPANY FILED IN THIS PROCEEDING? 

Yes. 

DOES GULF’S CLASS COST-OF-SERVICE STUDY COMPORT WITH 

ACCEPTED INDUSTRY PRACTICES? 

Yes. Gulfs CCOSS generally recognizes the different types of costs as well as 

the different ways electricity is used by various customers. In particular, Gulf 

properly recognizes that a certain portion of the distribution network is customer- 

related; that is, some distribution investment is required just to connect 

customers to the grid, irrespective of the level of power and/or energy usage. 

r 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

Classification of Distribution Network Costs 

Q 

A 

Q 

A 

HOW HAS GULF CLASSIFIED DISTRIBUTION INVESTMENT? 

Gulf has classified a portion of its distribution network investment as customer- 

related. This is consistent with the purpose of the distribution system, which is to 

deliver power from the transmission grid to the customer, where it is eventually 

consumed. Certain investments (e.g., meters, service drops) must be made just 

to attach a customer to the system. These investments are customer-related. 

ARE CERTAIN DISTRIBUTION INVESTMENTS, OTHER THAN THE METER 

AND SERVICE DROPS, ALSO CUSTOMER-RELATED? 

Yes. A portion of the primary and secondary distribution "network'-consisting of 

poles, towers, fixtures, overhead lines and line transformers booked to FERC 

Accounts 364, 365, 366, 367, and 368-is also customer-related. Classifying a 

portion of the distribution network as customer-related recognizes the reality that 

every utility must provide a path through which electricity can be delivered to 

each and every customer regardless of the peak demand or energy consumed. 

Further, that path must be in place if the utility is to meet its obligation to provide 

service upon demand. 

If Gulf were to provide only a minimum amount of electric power to each 

customer, it would still have to construct nearly the same miles of line because it 

is currently required to serve every customer. The poles, conductors and 

transformers would not need to be as large as they are now if every customer 

were supplied only a minimum level of service, but there is a definite limit to the 

size to which they could be reduced. 

12  
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1 Q  

2 

3 A  

4 

5 
6 
7 
8 
9 

10 
11 
12 

13 

14 

15 

16 

17 

18 

19 

20 

21 Q 

22 

23 A 

24 

25 

26 

DO ANY OTHER FACTORS JUSTIFY CLASSIFYING A PORTION OF THE 

DISTRIBUTION NETWORK AS CUSTOMER-RELATED? 

Yes. The distribution network must comply with this Commission's standards of 

construction. Specifically, Rule 25-6.034 requires that: 

(1) The facilities of each utility shall be constructed, installed, 
maintained and operated in accordance with generally accepted 
engineering practices to assure, as far as is reasonably possible, 
continuity of service and uniformity in the quality of service 
furnished. 

(2) Each utility shall, at a minimum, comply with the National 
Electrical Safety Code [ANSI C-2) [NESC], incorporated by 
reference in Rule 25-6.0345. F.A.C. 

Rule 25-6.0342, Florida Administrative Code, was more recently added. It 

requires utilities to cost-effectively strengthen critical electric infrastructure to 

increase the ability of transmission and distribution facilities to withstand extreme 

weather conditions and reduce restoration costs and outage times to end-use 

customers associated with extreme weather conditions. The costs to comply 

with this Commission's rules are required not because of the amount of electric 

power and energy demanded but because of the existence of each customer and 

Gulfs obligation to provide a reliable connection to the grid. 

HOW SHOULD THE CUSTOMER-RELATED PORTION OF THIS 

INVESTMENT BE DETERMINED? 

This requires an engineering analysis, such as the analysis Gulf provided in this 

case. The customer-related portion is representative of the investment required 

simply to attach customers to the system, irrespective of their demand and 

energy requirements. Consider the diagram below. 

1 3  
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Illustration Showing the Customer 

Com ponent of Distribution Prim ary and Secondary Plant 


Class B 

Class A 

This shows the distribution network for a utility with two customer classes, A and 

2 S. The physical distribution network necessary to attach Class A, a residential 

3 subdivision for example, is designed to serve the same load as the distribution 

4 feeder serving Class S, a large shopping center or small factory. Clearly, a much 

5 more extensive distribution system is required to attach a multitude of small 

6 customers than to attach a single larger customer, even though the total demand 

7 of each customer class is the same. 
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1 Q  

2 

3 A  

4 
5 
6 
7 
8 
9 

10 

11 

12 Q 

13 A 

14 

15 

16 Q 

17 

18 A 

19 

20 

21 Q 

22 

23 

24 A 

25 

IS IT A RECOGNIZED PRACTICE TO CLASSIFY A PORTION OF THE 

DISTRIBUTION NETWORK AS CUSTOMER-RELATED? 

Yes. For example, the NARUC Electric Utility Cost Allocation Manual states that: 

Distribution plant Accounts 364 through 370 involve demand and 
customer costs. The customer component of distribution facilities 
is that portion of costs which varies with the number of customers. 
Thus, the number of poles, conductors, transformers, services, 
and meters are directly related to the number of customers on the 
utility's system. (NARUC, Electric Cost Allocation Manual at 90). 

An excerpt from the manual pertaining to distribution cost classification is 

provided in Exhibit JP-4. 

IS THIS PRACTICE FOLLOWED BY OTHER UTILITIES? 

Yes. Exhibit JP-5 is a partial list of the utilities that classify some portion of their 

distribution network investment as customer-related. This is not intended to be 

an exhaustive survey. 

WHAT PORTION OF THE DISTRIBUTION NETWORK IS GULF PROPOSING 

TO CLASSIFY AS CUSTOMER-RELATED? 

Gulfs engineering study resulted in classifying about 27% of its distribution 

network investment (FERC Accounts 364 through 368) as customer-related. 

This is shown in Exhibit JP-5, line 5, column 6. 

DO GULF'S SISTER OPERATING COMPANIES ALSO CLASSIFY SOME 

PORTION OF THEIR DISTRIBUTION NETWORKS AS CUSTOMER- 

RELATED? 

Yes. As can be seen in Exhibit JP-5, Alabama Power, Georgia Power, and 

Mississippi Power also classify a significant portion of their investments in FERC 

1 5  
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1 

2 

3 Q  

4 

5 A  

6 

7 

8 

9 

10 

11 Q 

12 A 

13 

14 

r~ 

Accounts 364 through 368 as customer-related. Thus, this practice is widely 

used, and has been accepted, throughout the Southern Company system. 

HOW DOES GULF'S CLASSIFICATION OF DISTRIBUTION NETWORK 

COSTS COMPARE WITH THE UTILITIES SHOWN IN EXHIBIT JP-5? 

As previously stated, Gulf classifies about 27% of the investment in FERC 

Accounts 364 through 368 as customer-related. The corresponding composite 

percentage for the other listed utilities ranges from 19% to 69%. Some variation 

is to be expected because of differences between each utility's distribution 

construction practices and the methodologies used to determine the customer- 

related component. 

PLEASE SUMMARIZE YOUR RECOMMENDATION. 

Gulfs proposed classification of distribution network costs comports with 

accepted practice and is modest relative to other utilities. Accordingly, Gulfs 

proposed distribution customer classification should be adopted in this case. 

1 6  
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4. STORM RESERVE 

I Q  

2 A  

3 

4 

5 

6 Q  

? A  

8 

9 

IO 

11 Q 

12 A 

13 

14 

15 

16 

17 

WHAT IS A STORM RESERVE? 

Rule 25-6.0143, Florida Administrative Code, states: "A separate subaccount 

shall be established for that portion of Account No. 228.1 which is designated to 

cover storm-related damages to the utility's own property or property leased from 

others that is not covered by insurance." 

WHAT IS GULF'S CURRENT STORM RESERVE LEVEL? 

The balance in Gulfs storm reserve as of December 31, 2010 was $27.6 million. 

Considering the current annual storm damage accrual of $3.5 million, the 

balance will grow to $31.1 million assuming no property damage is charged to 

the reserve in 201 1. (Direct Testimony of Constance Erickson at 29). 

HOW IS THE STORM RESERVE FUNDED? 

The storm reserve is funded through customer contributions that the Commission 

authorizes when it sets base rates. Customers currently contribute $3.5 million 

per year to the storm reserve. At times, it has also been funded through specific 

surcharges. For example, the Commission approved and Gulf implemented a 

surcharge over 51 months to recover the costs of Category 3 storms Hurricane 

Ivan and Hurricane Dennis, which occurred in 2004 and 2005. 
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1 Q  

2 

3 A  

4 

5 
6 
7 
8 
9 

10 
11 

12 Q 

13 

14 A 

15 

16 
17 
18 
19 
20 
21 
22 

/~ 

23 
24 
25 
26 
27 

28 

29 

30 

31 

32 

DOES THE COMMISSION HAVE A FRAMEWORK FOR STORM 

RESTORATION COST RECOVERY? 

Yes. According to the order in the last Tampa Electric Company rate case, the 

Commission addresses the storm restoration cost issue in the following manner: 

We have established a regulatory framework consisting of three 
major components: (1) an annual storm accrual, adjusted over 
time as circumstances change; (2) a storm reserve adequate to 
accommodate most, but not all storm years; and, (3) a provision 
for utilities to seek recovery of costs that go beyond the storm 
reserve. (In re Tampa Electric Company, FPSC Order No. PSC- 
09-0283-FOF-El at 17). 

WHO ULTIMATELY ASSUMES THE RISK OF LOSS FROM STORM DAMAGE 

UNDER THE EXISTING COMMISSION FRAMEWORK? 

As the Commission stated, Gulf's customers ultimately bear all of the risk of 

losses due to hurricanes and other storms: 

. . . under the current approach to the recovery of storm 
restoration costs, the risk associated with a lower reserve level 
(i.e., the possibility of storm restoration costs exceeding the 
Reserve, leading to subsequent customer charges) and the risk 
associated with a higher reserve level (i.e., paying charges now 
for storm restoration costs that do not materialize) is completely 
borne by FPL's customers. The customers represented in this 
proceeding have made clear that they would rather pay to fund the 
Reserve to a lower level now and risk future rate volatility than pay 
to fund the Reserve to a higher level before future storm 
restoration costs have been incurred. (ln re Florida Power & Light 
Company, FPSC Order No. PSC-06-0464-FOF-El at 25). 

As such, Gulf is at little or no risk for recovering storm restoration costs 

regardless of the amount in the storm reserve. Put simply, from a customer 

perspective, the question is when to pay for the cost of restoration - before or 

after the damage occurs. It is clear that customers prefer to pay when the 

damage occurs, rather than have the utility hold their money for them. And, the 
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1 

2 

Commission has made it clear through its past actions that when a documented 

case for such recovery is made, it will permit the utility to recover these costs. 

3 Q  

4 STORM RESERVE? 

5 A Yes. Gulf proposes to nearly double the amount it collects for storm reserve. 

6 Specifically, it seeks a $3.3 million increase in annual storm reserve 

7 contributions. This would raise the current annual accrual from $3.5 million to 

8 $6.8 million per year. This is a significant increase given that Gulf currently has a 

9 $27.6 million storm reserve. 

IS GULF PROPOSING AN INCREASE IN THE ANNUAL ACCRUALS FOR ITS 

10 Q 

11 A 

HAS GULF SOUGHT TO ESTABLISH A TARGET RESERVE BALANCE? 

Yes. The current target level is $25.1 million to $36 million, approved by the 

I 12 Commission in Docket No. 951433-El. Order No. PSC-96-1334-FOF-El and 

affirmed in Gulf's last rate case. In this case, Gulf is proposing higher annual 

accruals with a targeted reserve balance between $52 and $98 million. (Direct 

Testimony of Constance Erickson at 32). 

13 

14 

15 

16 Q 

17 RESERVEACCRUALSBEAPPROVED? 

18 A No. Gulf has not supported the need for a $3.3 million increase. Further, since 

19 the current $27.6 million storm reserve is sufficient to cover all but the most 

20 severe storms, the annual accrual should not be changed. Put simply, this 

21 increase is not warranted, especially given the difficult economic circumstances 

22 in Gulf's service territory. As explained below, funds in the storm reserve are 

SHOULD GULF'S PROPOSED $3.3 MILLION ANNUAL INCREASE IN STORM 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

Q 

A 

Q 

A 

Q 

A 

sufficient even if the accrual is stopped altogether. Therefore, I recommend that 

the Commission maintain the accrual at its current level. 

WHAT IS THE BASIS FOR YOUR RECOMMENDATION? 

Under the Commission’s framework described above, the storm reserve accrual 

and reserve balance are designed to provide coverage for some, but not all, 

storms. However, the Expected Annual Damage (EAD) presented by Gulf 

witness Erickson takes into account all manner and strength of storms. (Gulf 

Response to Citizens’ Interrogatories, Set 4, No. 206). In other words, it 

assumes that the storm reserve should be adequate to cover damage from all 

storms, even the worst. The current $27.6 million reserve balance covers all 

Category 1 hurricanes and the majority of, but not the most destructive, Category 

2 storms. Thus, it is sufficient to cover four consecutive years in which the 

expected annual loss chargeable to the storm reserve occurs. 

WHY IS GULF SEEKING A $3.3 MILLION INCREASE IN STORM DAMAGE 

ACCRUALS? 

The proposed increase is based on the “expected average annual storm loss to 

be charged to the reserve’’ derived in the Gulf 201 1 Hurricane Loss and Reserve 

Performance Analysis. (Direct Testimony of Constance Erickson at 29). 

DOES THE EAD PRESENTED IN THE STUDY PROPERLY REFLECT THE 

ANNUAL COSTS THAT ARE COVERED WITH THE STORM RESERVE? 

No. I believe the €AD is overstated because it ignores the Commission’s 

directive that the storm reserve should be adequate to accommodate most, but 
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not all storm years. 

WHAT TYPE OF STORMS ARE INCLUDED IN THE STUDY PRESENTED BY 

MS. ERICKSON? 

The EAD is the average damage of thousands of simulated hurricane seasons in 

the EQECAT model. The EAD of $8.3 million presented by Gulf represents the 

average of all these simulations. The analysis includes all storm categories in 

the €AD. The EAD for all levels of storms is $8.3 million per year, with a $6.8 

million average expected charge to the reserve. Over the last five and one half 

years, Gulf has charged $5.3 million (in total) to the reserve, as shown in 

Exhibit JP-6. This equates to an annual average charge to the reserve of less 

than $1 million. 

IS THERE ANY OTHER ISSUE WITH HOW THE EAD WAS CALCULATED? 

Yes. Gulf has indicated that the EAD calculation did not include consideration for 

storm hardening since no major storm has occurred since the storm hardening 

program was implemented in 2007. (Gulfs response to Citizens lnterrogafory Set 

4, No. 205). One would expect the expenditures dedicated to this program to 

reduce storm damage. However, the EAD calculation omits these benefits. 

WHAT IS THE LIKELIHOOD THAT GULF WOULD INCUR DAMAGE IN 

EXCESS OF THE CURRENT $27.6 MILLION RESERVE BALANCE? 

Gulf analyzed the Aggregate Damage Excedance Probabilities for various 

damage levels up to and in excess of $250 million. (See Table 4-1 of Exhibit No. 

- (CJE-I), Schedule 5). According to Gulfs study, there is an 8.03% probability 
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that there will be damage in any one year that exceeds the current reserve level 

of $27.6 million. In other words, a storm inflicting damage in an amount of 

approximately $30 million is likely to occur only once every 12 years. 

WHAT RESULTS DOES THE STUDY SHOW FOR CATEGORY 1 AND 2 

HURRICANES? 

On average, the most destructive Category 1 storm would cause mean damage 

of slightly less than $30 million. (/d., Exhibit No. - (CJE-I), Schedule 5 at 14). 

The damage from the most costly Category 2 storm would cause mean damage 

of approximately $50 million. (/d., Exhibit No. - (CJE-I), Schedule 5 at 15). 

IS IT NECESSARY TO SET THE STORM RESERVE ACCRUAL TO COVER 

THE COSTS OF ALL TROPICAL STORMS OR HURRICANES REGARDLESS 

OF THE LEVEL OF SUCH STORMS? 

No. The storm reserve and associated accrual are only part of the framework for 

recovering storm restoration costs. The Commission has demonstrated its ability 

and willingness to promptly consider and act upon a utility's request to recover 

storm costs. As such, the storm reserve need not cover all storms. To do so 

would impose an unnecessary added burden on customers. 

Rather, what is needed is a reasonable accrual and a reasonable reserve 

designed to cover the expected damage from the more common (but not all) 

storm events. In this instance, Gulf is seeking to establish the reserve at a level 

designed to provide for coverage for all storm damage. Such a "worst case" 

approach is only necessary if the storm reserve and associated accrual are the 
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only means by which a utility is able to obtain coverage for damages from 

storms. 

HOW ARE CUSTOMERS AFFECTED BY THE PROPOSED $3.3 MILLION PER 

YEAR INCREASE IN CONTRIBUTIONS TO THE STORM RESERVE? 

Customers will see their electricity rates increase unnecessarily. As I previously 

stated, customers would prefer to keep any money they can in their pockets, 

rather than have Gulf hold it for them to address an event which has not even 

occurred. This is particularly the case given the Commission's record of prompt 

action on storm recovery requests. 

DO GULF'S CUSTOMERS BENEFIT FROM HIGHER CONTRIBUTIONS TO 

FUNDTHERESERVE? 

No. As explained above, the current $3.5 million contribution and the current 

storm reserve of $27.6 million are more than sufficient to cover all but the most 

severe storms. In contrast, the increase will benefit Gulf by increasing its cash 

flow. The storm accrual funds are not maintained in a separate account, but can 

be used to fund on-going Gulf operations. Finally, the risk of non-recovery for 

storm damage restoration costs will remain with customers because if a 

catastrophic storm or storms strike Gulf's service territory, customers will be 

surcharged to allow Gulf to recover restoration in excess of the storm reserve 

balance. 
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1 Q  IS AN INCREASE IN THE RESERVE NECESSARY TO MAINTAIN THE 

2 STATUS QUO? 

3 A No. The current reserve balance is sufficient to cover all Category 1 hurricanes, 

4 as well as all but the most severe Category 2 hurricanes. In fact, at the EAD 

5 chargeable to the reserve each year, the reserve balance is sufficient to provide 

6 coverage for four years. Thus, it is not necessary to increase the current funding 

7 level, and in fact, it would be sufficient for some years even if the accruals were 

8 stopped 

9 Q  WHAT WOULD BE THE IMPACT ON THE STORM RESERVE IF ACCRUALS 

10 WERE STOPPED ENTIRELY? 

11 A 

12 

13 

14 

15 

16 

Over time, the level of the reserve will decline. However, absent a direct strike in 

the most populated portion of Gulf's service territory, the current reserve balance 

may be sufficient to cover the EAD funded from the reserve for the next four 

years. If losses remain at the levels experienced over the 2006-2010 period, the 

current reserve is more than capable of supporting storm recovery for several 

years, without any further customer contributions. 

,- 

17 Q 

18 NEXT RATE CASE? 

19 A 

20 

21 

22 

23 

SHOULD THE COMPANY REVISE ITS STORM RESERVE ANALYSIS IN THE 

Yes. Since the present analysis addresses all manner and strength of storms up 

to and including the most severe and damaging storms and excludes any 

benefits of the storm hardening program, the Commission should require that any 

subsequent study consider alternative levels of storm damage. Any subsequent 

study should evaluate the reserve performance taking into account only Category 
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1 (and potentially Category 2) storms. This approach gives recognition to the 

framework for addressing storm restoration costs - which recognizes that the 

annual accrual and reserve balance are not intended to cover the most 

destructive storms. A future analysis should also expressly consider how storm 

hardening efforts have reduced the risk of damage from hurricane or tropical 

storm events and the need to accrue monies for storm reserves. 

PLEASE SUMMARIZE YOUR RECOMMENDATIONS. 

The storm reserve accrual should not be changed. The current reserve balance 

is sufficient to provide for coverage of the EAD funding from the reserve and also 

provides coverage for all Category 1 storms. A revised study should be 

submitted when Gulf next files a rate case or seeks to re-institute the storm 

reserve accrual and collection that shows what an appropriate reserve target is 

assuming coverage of most (Category 1 and 2) storms instead of a// levels of 

storms. 

DOES THIS CONCLUDE YOUR TESTIMONY? 

Yes. 
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PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 

Jeffry Pollock. My business mailing address is 12655 Olive Blvd.. Suite 335, St. 

Louis, Missouri 63141. 

WHAT IS YOUR OCCUPATION AND BY WHOM ARE YOU EMPLOYED? 

I am an energy advisor and President of J. Pollock, Incorporated. 

PLEASE STATE YOUR EDUCATIONAL BACKGROUND AND EXPERIENCE. 

I have a Bachelor of Science Degree in Electrical Engineering and a Masters in 

Business Administration from Washington University. I have also completed a 

Utility Finance and Accounting course. 

Upon graduation in June 1975, I joined Drazen-Brubaker 8 Associates, 

Inc. (DBA). DBA was incorporated in 1972 assuming the utility rate and 

economic consulting activities of Drazen Associates, Inc.. active since 1937. 

From April 1995 to November 2004, I was a managing principal at Brubaker 8 

Associates (BAI). 

During my tenure at both DBA and BAI, I have been engaged in a wide 

range of consulting assignments including energy and regulatory matters in both 

the United States and several Canadian provinces. This includes preparing 

financial and economic studies of investor-owned, cooperative and municipal 

utilities on revenue requirements, cost of service and rate design, and 
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conducting site evaluation. Recent engagements have included advising clients 

on electric restructuring issues, assisting clients to procure and manage 

electricity in both competitive and regulated markets, developing and issuing 

requests for proposals (RFPs), evaluating RFP responses and contract 

negotiation. I was also responsible for developing and presenting seminars on 

electricity issues. 

I have worked on various projects in over 20 states and several Canadian 

provinces, and have testified before the Federal Energy Regulatory Commission 

and the state regulatory commissions of Alabama, Arizona, Colorado, Delaware, 

Florida, Georgia, Indiana, Illinois, Indiana, Iowa, Kansas, Louisiana, Minnesota, 

Mississippi, Missouri, Montana, New Jersey, New Mexico, New York, Ohio, 

Pennsylvania, Texas, Virginia, Washington, and Wyoming. I have also appeared 

before the City of Austin Electric Utility Commission, the Board of Public Utilities 

of Kansas City, Kansas, the Bonneville Power Administration, Travis County 

(Texas) District Court, and the US.  Federal District Court. A partial list of my 

appearances is provided in Appendix 6. 

PLEASE DESCRIBE J. POLLOCK, INCORPORATED. 

J.Pollock assists clients to procure and manage energy in both regulated and 

competitive markets. The J.Pollock team also advises clients on energy and 

regulatory issues. Our clients include commercial, industrial and institutional 

energy consumers. Currently, J.Pollock has offices in St. Louis, Missouri and 

Austin, Texas. J.Pollock is a registered Class I aggregator in the State of Texas. 
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APPENDIX C 

Procedures for Conductinq a Class Cost-of-Service Study 

WHAT PROCEDURES ARE USED IN A COST-OF-SERVICE STUDY? 

The basic procedure for conducting a class cost-of-service study is fairly simple. 

First, we identify the different types of costs (functionalization), determine their 

primary causative factors (classification), and then apportion each item of cost 

among the various rate classes (allocation). Adding up the individual pieces 

gives the total cost for each class. 

Identifying the utility's different levels of operation is a process referred to 

as functionalization. The utility's investments and expenses are separated into 

production, transmission, distribution, and other functions. To a large extent, this 

is done in accordance with the Uniform System of Accounts developed by the 

Federal Energy Regulatory Commission (FERC). 

Once costs have been functionalized, the next step is to identify the 

primary causative factor (or factors). This step is referred to as classification. 

Costs are classified as demand-related, energy-related or customer-related. 

Demand (or capacity) related costs vary with peak demand, which is measured in 

kilowatts (or kW). This includes production, transmission, and some distribution 

investment and related fixed operation and maintenance (O&M) expenses. As 

explained later, peak demand determines the amount of capacity needed for 

reliable service. Energy-related costs vary with the production of energy, which 

is measured in kilowatt-hours (or kWh). Energy-related costs include fuel and 

variable O&M expense. Customer-related costs vary directly with the number of 
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customers and include expenses such as meters, service drops, billing, and 

customer service. 

Each functionalized and classified cost must then be allocated to the 

various customer classes. This is accomplished by developing allocation factors 

that reflect the percentage of the total cost that should be paid by each class. 

The allocation factors should reflect cost causation; that is, the degree to which 

each class caused the utility to incur the cost. 

WHAT KEY PRINCIPLES ARE RECOGNIZED IN A CLASS COST-OF- 

SERVICE STUDY? 

A properly conducted class cost-of-service study recognizes two key cost 

causation principles. First, customers are served at different delivery voltages. 

This affects the amount of investment the utility must make to deliver electricity to 

the meter. Second, since cost causation is also related to how electricity is used, 

both the timing and rate of energy consumption (i.e.. demand) are critical. 

Because electricity cannot be stored for any significant time period, a utility must 

acquire sufficient generation resources and construct the required transmission 

facilities to meet the maximum projected demand, including a reserve margin as 

a contingency against forced and unforced outages, severe weather, and load 

forecast error. Customers that use electricity during the critical peak hours cause 

the utility to invest in generation and transmission facilities. 
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WHAT FACTORS CAUSE THE PER-UNIT COSTS TO DIFFER AMONG 

CUSTOMER CLASSES? 

Factors that affect the per-unit cost include whether a customer's usage is 

constant or fluctuating (load factor), whether the utility must invest in 

transformers and distribution systems to provide the electricity at lower voltage 

levels, the amount of electricity that a customer uses, and the quality of service 

(e.g., firm or non-firm). In general, industrial consumers are less costly to serve 

on a per unit basis because they: 

1. Operate at higher load factors; 

2. Take service at higher delivery voltages: and 

3. Use more electricity per customer. 

A customer that purchases non-firm or interruptible service is receiving a lower 

quality of service than firm service. Thus, non-firm service is less costly per unit 

than firm service for customers that otherwise have the same characteristics. 

Finally, a customer that assumes price risk, such as the case under Gulf's 

Schedule RTP (Real Time Pricing), is also less costly to serve. An RTP 

customer pays the hourly incremental cost plus a contribution to fixed costs. The 

incremental cost is not known until 24 hours prior to the next day. Thus, RTP is 

unlike any other rate. 

All of these factors explain why some customers pay lower average rates 

than others. 

For example, the difference in the losses incurred to deliver electricity at 

the various delivery voltages is a reason why the per-unit energy cost to serve is 

not the same for all customers. More losses occur to deliver electricity at 

r 
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distribution voltage (either primary or secondary) than at transmission voltage, 

which is generally the level at which industrial customers take service. This 

means that the cost per kWh is lower for a transmission customer than a 

distribution customer. The cost to deliver a kWh at primary distribution, though 

higher than the per-unit cost at transmission, is lower than the delivered cost at 

secondary distribution. 

In addition to lower losses, transmission customers do not use the 

distribution system. Instead, transmission customers construct and own their 

own distribution systems. Thus, distribution system costs are not allocated to 

transmission level customers who do not use that system. Distribution 

customers, by contrast, require substantial investments in these lower voltage 

facilities to provide service. Secondary distribution customers require more 

investment than do primary distribution customers. This results in a different cost 

to serve each type of customer. 

Two other cost drivers are efficiency and size. These drivers are 

important because most fixed costs are allocated on either a demand or 

customer basis. 

Efficiency can be measured in terms of load factor. Load factor is the 

ratio of average demand (Le., energy usage divided by the number of hours in 

the period) to peak demand. A customer that operates at a high load factor is 

more efficient than a lower load factor customer because it requires less capacity 

for the same amount of energy. For example, assume that two customers 

purchase the same amount of energy, but one customer has an 80% load factor 

and the other has a 40% load factor. The 40% load factor customers would have 
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twice the peak demand of the 80% load factor customers, and the utility would 

therefore require twice as much capacity to serve the 40% load factor customer 

as the 80% load factor. Said differently, the fixed costs to serve a high load 

factor customer are spread over more kWh usage than for a low load factor 

customer. 
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Docket No. 110138-El 
Electicity Cost Comparison 
Exhibit - (JP-1) 

GULF POWER COMPANY 
Increase in Electricitv Costs Since Gulfs Last Rate Case 

Cost of Electricity at: 
Demand Energy June 2002 Present Percent Proposed Percent 

Line Rate (kW) (kWh) Rates Rates Increase Rates Increase 
(1) (2) (3) (4) (5) (6 )  (7) 

1 RS 

2 

3 

750 $57.45 $92.20 60% $102.34 78% 

1,000 $73.27 $1 19.60 63% $131.45 79% 

1,250 $89.09 $147.00 65% $160.56 80% 

4 GS 1,250 $100.91 $158.18 57% $169.23 68% 

5 1,500 $118.50 $187.21 58% $199.47 68% 

6 1,750 $136.08 $216.25 59% $229.72 69% 
fl 

7 GSD 20 11,000 $558.32 $1,056.51 89% $1,101.64 97% 

8 25 11,000 $585.42 $1,083.61 85% $1,132.49 93% 

9 50 11,000 $720.92 $1,219.11 69% $1,286.74 78% 

10 LP 500 288,000 $13,069 $25,868 98% $27,214 108% 

11 658 288,000 $14,452 $27,250 89% $28,889 100% 

12 1,315 288,000 $20,200 $32,999 63% $35,853 77% 

13 LPT 5,000 Max 600,000 On $114,571 $220,651 93% $232,899 103% 

5,000 On 1,800,000 Off 

14 PX 10,000 6,500,000 $248,381 $534,056 115% $555,269 124% 

Source: MFR Schedule A-2 in Docket Nos. 010949-El and 110138-El. 
r 
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BRUBAKER & ASSOCIATES, INC. 

July, 2011 Survey of Electricity Cost 
for an Industrial Customer 

50,000 kW Load, 90% Load Factor, 
90% Power Factor and Transmission Service 

Utility Company 

Gulf Power Company 
2 Progress Energy Florida, Inc. 
3 Tampa Electric Company 
4 Georgia Power Company 
5 Entergy Louisiana, Inc. 
6 Entergy New Orleans, Inc. 
7 Mississippi Power Company 
8 South Carolina Electric & Gas Company 
9 Central Louisiana Electric Company, Inc. 
10 Florida Power & Light Company 
11 Progress Energy Carolinas, Inc. - SC 
12 Progress Energy Carolinas , Inc. - NC 
13 Tennessee Valley Authority 
14 Entergy Gulf States, Inc. - LA 
15 Virginia Electric and Power Company 
16 Monongahela Power Company, WV 
17 Alabama Power Company 
18 Entergy Texas Inc.- TX 
19 Southwestern Electric Power Company, LA 
20 Kentucky Power Company 
21 Entergy Mississippi , Inc. 
22 Entergy Arkansas, Inc. 
23 Louisville Gas and Electric Company 
24 Appalachian Power Company, WV 

25 Southwestern Electric Power Company, TX 
26 Ameren Missouri 
27 Appalachian Power Company, VA 
28 Duke Energy Carolinas, NC 
29 Duke Energy Carolinas, SC 
30 Kentucky Utilities Company 

31 Average 

Docket No. 110138-EI 
Electricity Cost Surveys 
Exhibit __ (JP-2) 
Page 1 of 4 

Mills 

per kWh 


81 .09 
79.62 
73.71 
73.59 
70.25 
68.72 
66.65 
66.37 
64.01 
62 .36 
61.88 
61.63 
58.19 
57.87 
57.04 
56.02 
55.67 
55.47 
53.25 
50.80 
50.36 
50.00 
48.46 
48.45 
46.64 
45.32 
44.84 
43.78 
41.41 
40.83 

57.81 

Notes: 	 The above was prepared by Brubaker & Associates, Inc. using publicly available information. 

Calculations do not include sales or use tax. 

For base rates (that vary by season i.e. not fuel or other riders), a seasonal blended rate is used . 
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BRUBAKER & ASSOCIATES, INC. 

January, 2011 Survey of Electricity Cost 
for an Industrial Customer 

50,000 kW Load, 90% Load Factor, 
90% Power Factor and Transmission Service 

Utility Company 

Georgia Power Company 
2 Gulf Power Company 
3 Progress Energy Florida, Inc. 
4 Tampa Electric Company 
5 Mississippi Power Company 
6 South Carolina Electric & Gas Company 
7 Progress Energy Carolinas, Inc. - NC 
8 Florida Power & Light Company 
9 Progress Energy Carolinas, Inc. - SC 
10 Entergy Texas Inc.- TX 
11 Central Louisiana Electric Company, Inc. 
12 Monongahela Power Company, WV 
13 Tennessee Valley Authority 
14 Entergy Mississippi, Inc. 
15 Entergy New Orleans, Inc. 
16 Virginia Electric and Power Company 
17 Entergy Louisiana, Inc. 
18 Entergy Gulf States, Inc. - LA 
19 Alabama Power Company 
20 Kentucky Power Company 
21 Southwestern Electric Power Company, LA 
22 Appalachian Power Company, WV 
23 Ameren Missouri 
24 Appalachian Power Company, VA 
25 Duke Energy Carolinas, NC 
26 Entergy Arkansas, Inc. 
27 Duke Energy Carolinas, SC 
28 Southwestern Electric Power Company, TX 
29 Louisville Gas and Electric Company 
30 Kentucky Utilities Company 

31 Average 

Docket No. 110138-EI 
Electricity Cost Surveys 
Exhibit __ (JP-2) 
Page 2 of 4 

Mills 

per kWh 


100.79 
81.09 
79.62 
73.71 
67.13 
66.43 
62 .90 
61.09 
59.68 
59.11 
56.85 
56.02 
55.19 
54.19 
52.40 
52.17 
52.00 
51.53 
50.22 
49.40 
48.33 
47.87 
45.89 
44.84 
43.96 
43.52 
41.44 
39.86 
39.18 
38.28 

55.82 

Notes: 	 The above was prepared by Brubaker & Associates , Inc. using publicly available information. 

Calculations do not include sales or use tax. 

For base rates (that vary by season i.e. not fuel or other riders), a seasonal blended rate is used. 

2/24/2011 
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Docket No. 110138-EI 
Electricity Cost Surveys 
Exhibit __ (JP-2) 

- Page 3 of 4 
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BRUBAKER & ASSOCIATES, INC. 

October, 2010 Survey of Electricity Cost 

for an Industrial Customer 


50,000 kW Load, 90% Load Factor, 

90% Power Factor and Transmission Service 


Utility Company 

Progress Energy Florida, Inc. 
Gulf Power Company 
Tampa Electric Company 
Entergy New Orleans, Inc. 
Mississippi Power Company 
Georgia Power Company 
South Carol ina Electric & Gas Company 
Progress Energy Carolinas, Inc. - NC 
Entergy Louisiana, Inc. 
Entergy Texas Inc.- TX (formerly Entergy Gulf States TX) 
Florida Power & Light Company 
Progress Energy Carolinas, Inc. - SC 
Central Louisiana Electric Company, Inc. 
Tennessee Valley Authority 
Entergy Gulf States, Inc. - LA 
Monongahela Power Company, WV 
Kentucky Power Company 
Southwestern Electric Power Company, LA 
Alabama Power Company 
Virg inia Electric and Power Company 
Entergy Mississippi , Inc. 
Appalachian Power Company, WV 
Appalachian Power Company, VA 
Louisville Gas and Electric Company 
Entergy Arkansas, Inc. 
Southwestern Electric Power Company, TX 
Ameren Missouri 
Kentucky Utilities Company 
Duke Energy Carolinas, SC 
Duke Energy Carol inas, NC 

Average 

Mills 

per kWh 


86.58 
85.17 
80.22 
74.12 
72.37 
71 .95 

68.35 
67.80 
65.47 
62.71 
62.67 
62.66 
61.39 
61 .16 

58.65 
56.28 
53.30 
52.34 
52.12 
51.36 
47.87 
47.87 
47.63 
47.07 
46.74 
45.96 
44.80 
44.21 
44.09 
43.85 

58.89 

The above was prepared by Brubaker & Associates, Inc. using publicly available information. 

10/20/2010 
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Docket No. 110138-EI 
Electricity Cost Surveys 
Exhibit __ (JP-2) 
Page 4 of 4 

BRUBAKER & ASSOCIATES, INC. 

July 2010 Survey of Electricity Cost 
for an Industrial Customer 

50,000 kW Load, 90% Load Factor, 
90% Power Factor and Transmission Service 

Mills 
Utility Company per kWh 

Entergy New Orleans, Inc. 87.76 
2 Progress Energy Florida, Inc. 86 .58 
3 Gulf Power Company 85.17 
4 Tampa Electric Company 80.22 
5 Mississippi Power Company 72.37 
6 Georgia Power Company 71.95 
7 Entergy Texas Inc.- TX (formerly Entergy Gulf States TX) 71.48 
8 Progress Energy Carolinas, Inc. - NC 67.80 
9 South Carolina Electric & Gas Company 66.95 

10 Progress Energy Carolinas, Inc. - SC 63.26 
11 Florida Power & light Company 62.92 

12 Entergy Louisiana, Inc. 61.01 

13 Entergy Mississippi, Inc. 60.95 
14 Entergy Gulf States, Inc. - LA 56.81 

15 Monongahela Power Company, WV 56.28 
16 Kentucky Power Company 55.22 

17 Central Louisiana Electric Company, Inc. 55.10 

18 Alabama Power Company 55.05 

19 Tennessee Valley Authority 53.83 

20 Appalachian Power Company, VA 53.12 

21 Virginia Electric and Power Company 51 .36 

22 Louisville Gas and Electric Company 50.52 

23 Southwestern Electric Power Company, TX 50.10 

24 Duke Energy Carolinas, NC 50.09 

25 Kentucky Utilities Company 48.53 

26 Appalachian Power Company, WV 47.87 

27 Duke Energy Carolinas, SC 43.35 

28 AmerenUE, MO 42 .70 

29 Southwestern Electric Power Company, LA 42.67 

30 Entergy Arkansas, Inc. 41 .37 

31 Average 59.75 

The above was prepared by Brubaker & Associates, Inc. using 

publicly available information. 

8/23/2010 
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Docket No. 110138-EI 
Unemployment Rate 
Exhibit JP-3 

GULF POWER COMPANY 

Unemployment Rate in Gulfs Service Area 
in 2002. 2009 and Current 
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Docket No. 110138-El 
NARUC Excerpt 
Exhibit- (JP-4) 
Page 1 of 10 

CHAPTER 6 

CLASSIFICATION AND AtLOCATION OF 
DISTRTBUTIONPLANT 
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Docket No. 110138-El 
NARUC Excerpt 
Exhibit- (JP-4) 
Page 2 of 10 
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Docket No. 110138-El 
NARUC Excerpt 
Exhibit- (JP-4) 
Page 3 of 10 
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Docket No. 110138-El 
NARUC Excerpt 
Exhibit- (JP-4) 
Page 4 of 10 
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Docket No. 110138-El 
NARUC Excerpt 
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Docket No. 110138-El 
NARUC Excerpt 
Exhibit- (JP-4) 
Page 7 of 10 
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Docket No. 110138-El 
NARUC Excerpt 
Exhibit- (JP-4) 
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2. Account 365 - Overhead Conducton and Devifer 
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Docket No. 110138-EI 
Distribution Classification 
Exhibit_ (JP-5) 

GULF POWER COMPANY 
Utilities that Classify a Portion of their Distribution Network Investment as Customer-Related 

FERC Account No. 
Line Utility Docket/Case No. 364 365 366 367 368 Total 

(1) (2) (3) (4) (5) (6) 

Alabama Power Company 18117 & 18416 100% 50% 100% 50% 28% 57% 

2 Ameren Missouri ER-2011-0028 22% 41% 68% 68% 57% 50% 

3 Central Hudson Gas & Electric Company 09-E-0588 70% 71% 77% 75% 53% 67% 

4 Georgia Power Company 0-31958 74% 29% 7% 8% 15% 26% 

5 Gulf Power Company 110138-EI 65% 13% 4% 5% 25% 27% 

6 Minnesota Power D-E-015/GR-09-1151 35% 35% 26% 26% 22% 29% 

7 Mississippi Power Company Note 1 50% 53% 46% 59% 51% 52% 

8 Niagara Mohawk 10-E-0050 50% 50% 54% 53% 0% 39% 

9 Northern States Power Company E002/GR-10-971 45% 45% 71% 71% 46% 61% 

10 Progress Energy Carolina E-2,Sub 537 A 56% 56% 0% 0% 30% 32% 

11 South Carolina Electric & Gas Company 2009-489-E 40% 40% 41% 41% 27% 37% 

12 Kentucky Utilities 2008-00251 79% 79% 79% 79% 48% 69% 

13 Louisville Gas and Electric Company 2008-00252 61% 61% 63% 63% 49% 59% 

14 Virginia Electric Power Company 07 -551-EL-AIR 45% 20% 17% 17% 10% 19% 

15 Wisconsin Public Service Corporation 6690-UR-119 49% 71% 0% 72% 64% 59% 

Denotes Southern Company affiliate. 


Note 1: Source: Gulfs Response to Staffs Sixth Request for Production of Documents, No. 22. 
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Docket No. 110138-El 
Storm Reserve 
Exhibit- (JP 6) 

GULF POWER COMPANY 
Charges to the Storm Reserve 

2006 throuah June 2011 

Amount 
Charged to  

Reserve 
Line Year DescriDtion ($0001 

1 

2 

3 
4 
5 

6 
7 
8 

9 

10 

11 

12 

(1 1 

2006 

2007 

2008 

2009 

201 0 

201 1 

Total 

(2) 

Tropical Storm Arlene 
Smith Plant Fire 
Panama City Thunderstorm 
Securization Filing 

Crist Plant Lightning Damage 

Tropical Storm Fay 
Hurricane Gustav 
Hurricane Ike 

Hurricane Gustav 
Hurricane Ike 
Tropical Storm Ida 

No Charges 

No Charges through June 

(3) 

$1.7 
$2,000.0 

$133.9 
$300.0 

$1,550.3 

$793.3 
$394.6 
$69.4 

$5.4 
($53.8) 
$95.3 

$0.0 

$0.0 

$5,290.1 

Annual Average $961.8 

Source: Gulf's Response to Citizens Interrogatory Set 4 No. 197 
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BEFORE THE FLOFUDA PUBLIC SERVICE COMMISSION 

In re: Petition for increase in Rates by 
Gulf Power Company 

DOCKETNO.: 110138-El 
DATED: October 14,201 1 

CERTIFICATE OF SERVICE 

I HEREBY CERTIFY that a true and correct copy of the Florida Industrial Power Users 

Group's Testimony and Exhibits of Jeffry Pollock on CD has been furnished by U S .  Mail this 

14'h day of October, 201 1, to the following: 

Caroline Klancke 
Keino Young 
Martha Barrera 
Division of Legal Services 
Florida Public Service Commission 
2540 Shumard Oak Blvd. 
Tallahassee, Florida 32399-0850 

J. R. Kelly 
Joseph McGlothlin 
Erik L. Sayler 
Office of Public Counsel 
c/o The Florida Legislature 
11 1 West Madison Street, Room 812 
Tallahassee, Florida 32399 

Jeffrey A. Stone 
Russell A. Badders 
Beggs & Lane Law Firm 
P.O. Box 12950 
Pensacola, FL 32591-2950 

Federal Executive Agencies 
c/o Major Christopher C. Thompson and 
Ms. Karen White 

139 Barnes Drive, Suite 1 
Tyndall Air Force Base, Florida 32403 

Robert Scheffel WrightiJohn T. La Via 
Gardner, Bist, Wiener, Wadsworth, 

1300 Thomaswood Drive 
Tallahassee FL 32308 

AFLOMJACL-ULFSC 

Bowden, Bush, Dee, LaVia & Wright, P.A. 

s/ Vicki Gordon Kaufman 
Vicki Gordon Kaufman 
Jon C. Moyle, Jr. 
Keefe Anchors Gordon & Moyle, PA 
11 8 North Gadsden Street 
Tallahassee, Florida 32301 
Telephone: (850)68 1-3828 
Facsimile: (850)681-8788 
vkaufman@,kaenilaw.com 
jmovleiZlkaeinlaw.com 

Attorneys for Florida Industrial Power Users Group 


