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Eric Fryson

From: Al Taylor [Al. Taylor@bbrslaw.com]

Sent: Tuesday, November 13, 2012 9:24 AM

To: Filings@psc.state fl.us

Cce: Jay Brew; ‘John Butler@fpl.com’; 'Susan D. Ritenour (Gulf Power)’;

‘rehwinkel.charles@leg.state.fl.us’;, 'paul.lewisjr@pgnmail. com’; ‘john.burnett@pgnmail.com’,
'‘Regdept@tecoenergy.com’; 'kelly jr@leg.state.flus', 'Jeffrey Stone'; 'Russell A. Badders', 'Ken
Hoffman’; ‘dianne.triplett@pgnmail.com’; 'Samuel. Miller@Tyndall.af. mil’; ‘Beth Keating'; 'Patricia
Ann Christensen (Teco, Gulf, FPUC)'; 'James D. Beasley'; 'J. Jeffry Wahlen'; 'Robert Scheffel
Wright'; ‘cyoung@fpuc.com’; Lisa Bennett; Jon C. Moyle, Jr.; Vicki Gordan Kaufman;
rimegee@southernco.com; Dianne M. Triplett; Martha Barrera

Subject: FPSC Docket 120001-El - PCS Phosphate's Post-Hearing Brief
Attachments: PCS Fuel Brief 2012_FINAL.pdf
a, Person responsible for filing

James W. Brew

Brickfield, Burchette, Ritts & Stone, P.C. .
1025 Thomas Jefferson Street, N.W.
Eighth Floor West Tower

Washington, D.C. 20007

Tel: (202) 342-0800

Fax: (202} 342-0807

jwb@bbrslaw.com

b. Docket No. 120001-El, In Re: Fuel and Purchased Power Cost Recovery Clause and Generating
Performance Incentive Factor

c. Filed on behalf of White Springs Agricultural Chemicals, Inc. d/b/a PCS Phosphate — White Springs
d. Total Pages =7

e. PCS Phosphate’s Post-Hearing Brief and Statement of Issues and Positions

F. Alvin Taylor

Brickfield Burchetie Ritts & Stone
1025 Thomas Jefferson Street, NW
Eighth Floor, West Tower
Washington, DC 20007-5201
202-342-0800

202-342-0807 (fax)

DOCULMIR D A il AT

07623 HOVI3 ™

11/13/2012 FPSC-COMMISTION CLERNK


mailto:jwb@bbrslaw.com
mailto:rlmcgee@southernco.com
mailto:cyoung@fpuc.com
mailto:Samuel.Miller@TyndaU.af.mil
mailto:dianne.triplett@pgnmail.com
mailto:kelly.jr@leg.state.fl.us
mailto:Regdept@tecoenergy.com
mailto:john.burnett@pgnmail.com
mailto:paul.lewisjr@pgnmail.com
mailto:rehwinkel.charles@leg.state
mailto:John.Butler@fpl.com
mailto:Filings@psc.state.fl.us
mailto:AI.Taylor@bbrslaw.com

BEFORE THE
FLORIDA PUBLIC SERVICE COMMISSION

In Re: Fuel and Purchased Power )

Cost Recovery Clause with Generating ) Docket No. 120001-El
Performance Incentive Factor ) Filed: November 13,2012
)

POST-HEARING BRIEF AND STATEMENT OF ISSUES AND POSITIONS
OF WHITE SPRINGS AGRICULTURAL CHEMICALS, INC.
D/B/A PCS PHOSPHATE — WHITE SPRINGS

Pursuant to the Florida Public Service Commission’s February 10, 2012 Order
Establishing Procedure, Order No. PSC-12-0061-PCO-EI, and as ordered at the
Commission’s Hearing in this proceeding, White Springs Agricultural Chemicals, Inc. d/b/a
PCS Phosphate — White Springs (“PCS Phosphate”) files this Post-Hearing Brief and
Statement of Issues and Positions with respect to Progress Energy Florida (“Progress” or
“PEF™).

As explained below, PCS Phosphate agrees that the full amount of the remaining
balance of Progress’ claim for insurance coverage of the replacement fuel costs associated
with the outage of the Crystal River Unit 3 (“CR3”) should be reflected in the 2013 fuel factor
as PEF has proposed, but no further inference should be drawn with respect to such insurance
coverage. Also, as PCS Phosphate explained in the Nuclear Cost Recovery Clause
proceeding, Docket No. 120009-El, Progress should not be allowed to recover 2011 CR3
EPU expenditures in the 2013 capacity clause because Progress has failed to establish that
those project costs were prudently incurred. Given the continuing uncertainty concerning
whether PEF will attempt to repair CR3, a decision that is exclusively in the control of PEF
management, the Commission appropriately deferred consideration of 2012 and estimated
2012 CR3 uprate costs. Given that same uncertainty, absent a PEF request to similarly defer

consideration of 2011 uprate costs, those costs must be disallowed. e
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STATEMENT OF POSITION AND DISCUSSION

ISSUE 1D: What amount, if any, should PEF include in its 2013 projections to account for
potential insurance recoveries for Crystal River Unit 3 from Nuclear Electric
Insurance Limited?

POSITION: ** The amount of fuel recoveries in 2013 should reflect all reimbursements
authorized under the NEIL policy that has been funded by ratepayers. Upon a
final disposition of PEF's insurance claims concerning the current CR3
extended outage, the Commission should require PEF to make a filing in an
appropriate docket justifying the bases for its claims and ultimate cost
reimbursement by NEIL.**

The extent of insurance coverage related to the extended outage of Progress’ Crystal

River Unit 3 due to multiple delamination events of the containment structure has become a

pivotal issue affecting both current costs to ratepayers and PEF’s ultimate decision to proceed

with the project repairs. It has been established that PEF has sought coverage reimbursement
for both replacement power and repair costs under its policy with Nuclear Electric Insurance

Limited (“NEIL”) that treats the prolonged outage as a single covered insurable event. PEF

acknowledges that NEIL initially accepted PEF’s claimed coverage as valid and began

making payments under the policy. Tr. 110. NEIL made replacement fuel reimbursement
payments totaling $162 million through May 2011 of the claim maximum coverage of $490

million, and also made payments totaling $136 million toward repairs costs. Tr. 79.

Following disclosure of the March 2011 delamination event and the need for a demonstrably

more extensive scope of repair, NEIL suspended further payments under the claim. Since that

time, PEF and NEIL have been engaged in discussions to resolve all CR3 containment

insurance claims that appear headed toward mediation and possibly binding arbitration. Those

issues are the subject of the Commission’s on-going inquiry in Docket No. 100437-EL
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For the purposes of this fuel cost recovery proceeding, there are two CR3 NEIL
related questions. First, in its filing Progress has imputed $327.6 million in expected NEIL
replacement fuel costs coverage for the period August 2011 through August 2012. This
represents the remaining balance of replacement fuel coverage under “single event” coverage.
Tr. 108. PCS Phosphate agrees that this amount should be imputed to fuel cost recovery in
the 2013 fuel factor as PEF proposes. It is evident that NEIL would have already paid these
amounts had the March delamination event not occurred. It also is undisputed that PEF
ratepayers have always been billed for the cost of NEIL premiums in PEF’s base rates cost of
service. Tr. 107. Hence the very purpose of NEIL replacement fuel cost coverage is to
reimburse consumers for the outage related costs of a covered event under the policy. PEF
customers should receive the full benefit of replacement fuel coverage under the policy that
they have funded for many years. Imputing the remaining extended replacement fuel cost
reimbursement to the 2013 factor reduces the delay in receipt of the NEIL amounts
occasioned by the controversy created by the March 23 delamination. |

As there was no dispute that the September 2009 delamination was a covered event
under the NEIL policy, ratepayers should receive the full benefit of that coverage. The
reimbursement imputation that PEF proposes properly serves that purpose. While PEF may
have no control over NEIL’s process or the timing of the eventual disposition of the CR3
insurance claims, the utility clearly will have some explaining to do if NEIL eventually
disallows policy coverage for a claim that the insurer initially accepted and on which it
actually made payments. PCS recornmends that the Commission require PEF to make a filing
in an appropriate docket justifying the bases for its claims and ultimate cost reimbursement or

disallowed costs.
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ISSUE 27: What are the appropriate capacity cost recovery true-up amounts for the
period January 2011 through December 2011?

ISSUE 29: What are the appropriate total capacity cost recovery true-up amounts to
be collected/refunded during the period January 2013 through December
20132

ISSUE 33: What are the appropriate capacity cost recovery factors for the period
January 2013 through December 2013?

POSITION: **With respect to PEF, all capacity cost recovery amounts and the resultant
capacity factors for the period January 2013 through December 2013 must
reflect the removal all of 2011 expenditures, including carrying costs, for the
CR3 EPU project.**

Progress’s requested capacity cost recovery factor seeks that full recovery of its 2011
expenditures for the engineering, procurement and construction of the CR3 EPU project as
presented in the Nuclear Cost Recovery Clause proceeding, Docket No. 120009-El. On
September 5, 2012, the Commission granted PEF’s motion to defer consideration of recovery
of its 2012 actual/estimated and 2013 estimated CR3 uprate costs. The Commission
previously had taken similar action in the 2011 NCRC docket with respect to the power
uprate’s 2011 costs. In this docket, however, Progress seeks recovery of approximately $66
million (including carrying costs) that it claims were prudently expended in 2011 towards the
CR3 EPU. The capacity cost recovery factor to be approved in this docket is subject to the
final outcome of Docket No. 120009-EI. However, because Progress failed to establish the
feasibility of the EPU project and thereby failing to carry its burden of proof to demonstrate
the prudence of the 2011 expenditures, PCS Phosphate maintains that the capacity factors

sought by Progress in this docket must be reduced to reflect the disallowance of Progress’

2011 expenditures for the CR3 EPU project.
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CONCLUSION
For the reasons stated above, PCS Phosphate urges the Commission to adopt the above
described recommendations relating to PEF fuel and capacity cost recovery factors in this
docket .

Respectfully submitted the 13 day of November, 2012.

BRICKFIELD, BURCHETTE, RITTS
& STONE, P.C.

s/ James W. Brew

James W. Brew

F. Alvin Taylor

1025 Thomas Jefferson Street, NW
Eighth Floor, West Tower
Washington, DC 20007

Tel: (202) 342-0800

Fax: (202) 342-0807

E-mail: jbrew@bbrslaw.com

Attorneys for White Springs Agricultural
Chemicals, Inc. d/b/a/ PCS Phosphate —
White Springs
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I HEREBY CERTIFY that a true and correct copy of PCS Phosphate’s Post-Hearing

Brief and Statement of Issues and Positions has been served by electronic and/or U. S. mail on

this 13" day of November, 2012:

Florida Power & Light Company
John T. Butler

700 Universe Boulevard

Juno Beach, FL 33408-0420

Beth Keating

Gunster Law Firm

2 15 South Monroe Street, Suite 601
Tallahassee, FL 32301

Ms. Lisa C. Bennett

Senior Attorney

Office of General Counsel

Florida Public Service Commission
2540 Shumard Oak Boulevard
Tallahassee, FL 32399-0850

lorida Retail Federation

Robert Scheffel Wright / John T. LaVia
c/o Gardner Law Firm

1300 Thomaswood Drive

Tallahassee, FL 32308

Jeffrey A. Stone/Russell A. Badders
Beggs & Lane

P.O. Box 12950

Pensacola, FL 32591-2950

Gulf Power Company

Mr. Robert L. McGee, Jr.
One Energy Place
Pensacola, FL 32520-0780

Tampa Electric Company
aula K. Brown
P.O.Box 111

Tampa, FL. 33601-0111

Florida Public Utilities Company
Cheryl M. Martin

1641 Worthington Road, Suite 220
West Palm Beach, FL 33409-6703

Progress Energy Service Company, LLC
John T. Burnett/Dianne M. Triplett

P. O. Box 14042

St. Petersburg, FL 33733-4042

Office of Public Counsel

Patricia Christensen / Charles Rehwinkel/
Joseph McGlothlin
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Progress Energy Florida, Inc.

Paul Lewis, Jr.
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Tallahassee, FL. 32301-7740

Captain Samuel Miller
Federal Executive Agencies
[USAF/AFLOA/JACL/ULFSC
139 Barnes Drive, Suite 1
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Ausley Law Firm
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Florida Industrial Power Users Group

c/o Moyle Law Firm
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