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P R 0 C E E D I N Q 8 

(Hearing convened at 11:4 0 a . m.) 

COMMISSIONER DEASON: We'll go a head a nd 

4 call the hearing to order. We'll begin with having 

5 the notice r ead, please. 

6 MS . ERSTL!NG: This time and place was 

7 noticed for a hearing in Dockets 960001-EI, Fuel and 

8 Purchased Power Cost Recovery Clause and Generating 

9 Performance Incentive Factor; Docket No. 960002-EG, 

10 Conservation Cost Recovery Clause ; Docket 

11 No. 960003-GU, Purchased Gas Adjustment; and Docket 

12 No. 960007-EI, Environmental Cost Recovery Cl~use on 

1J January 18, 1996. 

., 

14 COMMISSIONER DEASON: Thank you. We'll take 

15 appearances. 

16 MR . BEASLEY: commissioners, I'm James D. 

17 Beasley with the law firm of Macfarlane Ausley 

18 Ferguson & McMullen, P. o. Box J9l, Tallahassc~. 

19 Florida J2J02. And I'm representing Tampa Electric 

20 Company in the fuel adjustment docket. 

21 MR. STONE: commissioners, I'm Jeffrey A. 

22 Stone, of the law firm Beggs & Lane, P.O. Box 12950, 

23 Pensacola, Florida 32576, representing Gulf Power 

24 Company in Docket No. 960001, 960002, and 960007. 

25 MR . HOWE: Commissioners, I 'm Roger Howe 

FLORIDA PUBLIC SERVICE COMMISSION 
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1 with the Office of Public Counsel, app~~ring on behalf 

2 of the Citizens of the State of Florida in the 01 , 02, 

3 03, and 07 dockets. 

4 MS. JOHNSON: Vicki Johnson appearing for 

5 Staff in Dockets 01 and 07 . Lorna Wagner is also 

6 making an appearance in Docket 01 . 

7 ***** 
B COMMI SSIONER DEASON: Okay . We are back on 

9 the record, and we are addressing the 01 docket. 

10 Ms. Johnson . 

11 MS. JOHNSON: Yea. All the issues in the 01 

1 2 docket have been stipulated with the exception of 

13 Issues 4, 7, 17, 18, 19A and 198. In addition, there 

1 4 are a couple of corrections to the ?rehearing Order. 

15 COMMISSIONER KIESLING: Could you give me 

16 those numbers again, because I didn't. get them all 

17 written down. 4, 7 --

18 

19 

20 

MS. JOHNSON: 4, 7, 17, 18, 19A. and 198. 

COMMISSIONER KIESLING: Thank you. 

MS . JOHNSON : We have a few corrections to 

21 tho Prohcaring Ordor. Issue 17, Staff's posjtio, 

22 chould be 161,612 underrecovery, and 1 '11 nnto Lhat r 

23 be1iev~ that TECO is going to make a correction to 

24 their position on this issue as well . 

25 MR. BEASLEY: Yes, we agree that that number 

FLORIDA PUBLlC SERVICE COMMISS!Otl 



1 is an underrecovery of $161,612. 

2 

3 

4 

COMMISSIONER JOHNSON: 161 thousand -­

MR. BEASLEY: -- 612 . 

COMMISSIONER DEhSON: So , then, TECO and 

5 Staff are in agreement in regard to Issue 17? 

6 

7 

MS. JOHNSON: That's correct. 

COMMISSIONER DEASON: Okay. Other 

8 corrections? 

9 

9 MS. JOHNSON : For Issue 18, Staff ' s position 

10 s hould be for TECO, 23,001 underrecovery. 

11 MR. BEASLEY : And W9 agree with that amount, 

12 sir. 

13 COMMISSIONER KIESLING: Could you give me 

14 that number again? 

15 MS. JOHNSON: 231001. 

16 COMMISSIONER KIESLING : Under? 

17 MS. JOHNSON : Under , yes. 

18 COMMISSIONER DEASON : Mr . Beasley , TECO 

19 agrees with that number; is that correct? 

20 

21 

MR. BEASLEY : Ves . 

COMMISSIONER DEASON: So, then, there i~ 

22 agreement on Issue 18. 

23 

2 4 

MS. JOHNSON: Excuse me? 

COMMISSIONER DEASON. There is agreement, 

25 then, for issue --

FLORIDA PUBLIC SEHVJCE COMMISSION 



1 MS. JOHNSON: There is agreement on the 

2 number; however, not on the caveat that TECO has 

3 included it in their posi~ion. 

4 COMMISSIONER DEASON: Okay. Other 

5 corrections? 

6 

7 

MS. JOHNSON: None that Staff has. 

COMMISSIONER DEASON: Any other preliMinary 

8 matters in the 01 docket? 

9 ~m. BEASLEY: Commissioners, it's my 

10 

10 understanding that we are here primarily on lssues l9A 

11 and B, having to do ~ith the oil backout separation 

12 issue and the retroactive application of whatever 

13 decision pertains to 19A, would have on the company 

14 and that any other issues are fallout issues in 

15 connection with those two issues. 

16 COMMISSION£R DEASON: Very well. What we 

17 need to do then is te proeeed with the testimony of 

18 all witnesses who have been stipulated, and those 

19 witnesses are found on Page 5 of the Prehearing Order. 

20 And it would be all witnesses except for Witness 

21 Pennino -- how iR that pronounced? 

22 

23 

MR. BEASLEY: Pennino. 

COMMISSIONER DEASON: Pennino and Witness 

24 Townes; is that correct? 

25 MS. JOHNSON: Yes. 

FLORIDA PUBLIC SERVICE CO~~lSSION 



1 COMMISSIONER DEASON: Okay. Ls there a 

2 motion then to have that testimony inserted into the 

J record? 

4 

5 

MS. JOHNSON: Yes, there is. 

COMMiSSIONER DEASON: There is a mction . 

6 And consistent with the Prehearing Order and the 

7 stipulation, the testimony of all the witnesses, 

a except the two identjfied TECO witnesses, will be 

ll 

9 inserted into the record. And we ne~d to identify the 

10 exhibits as well. And those are found on Pages 22 

ll through 24 of the Prehearing Order. And I believe 

12 that would be Exhibits 1 through 29; is that correct? 

lJ MS. JQHI'ISOtl: 'l'hat ls correct.. 

COMMISSIONER DEASON: And consistent with 

15 the stipulation, those exhibits except Cor -- which 

16 exhibits would be excepted, Ms. Johnson? Those for 

17 Ms. -- I ' m sorry, for Witness Pennino? 

18 MS . JOHNSON: It's my understanding -- and, 

19 Mr. Beasley, correct me if I'm wrong that thosl! 

20 oxhibito should have been noted with an ~uLeriuk. 

21 MR. BEASLEY: That's correct. That's 

22 correct. These witnoasec, Ms. Pennino and Ms. Townes, 

23 both sponsor other testimony which is not in 

24 controversy . There's a very short prepared testimony 

25 for each of them on tho Issues 19A and B, ana that's 

Fl.ORJDJ\ PUBLIC SERVICE COHMI::iSJON 
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1 what they will prqs~nt wh~n they take the stand. And 

2 the other testimony and exh1bits are not at issue, and 

J they won ' t be testifying with regard to those matters. 

~ COMMISSIONER DEASON: Well, I ' m just trying 

5 t o keep the record as clean as possible . And what I 

6 want to do is I want to 9et all the testimony for all 

7 other witnesses into the record and their exhibits 

8 into the record at this point. And then we'll addreRs 

9 exa ctly what we are goin9 to do with the other 

10 witnesses. And I just need to kno~ at thia point what 

11 exhibits we can go ahead and admit into the record by 

12 exhib it number. 

13 MS. JOHNSON: It's my understanding that the 

14 only exhibit that can be accepted into the record at 

15 this time would be the l~st exhibit, which would be 

16 Exhibit No . 29, WNC/EAT. I understand that the 

17 exhibits that are sponsored by Ms. Pennino include tho 

18 projections and that Issues l9A lnd 198 have not boen 

19 taken into account on those schedules. 

20 COMMISSIONER DEASON: Very well. So you are 

21 saying that Exhibits 1 through 28 can be admitted at 

22 this time without any objection; is that correct? 

23 MS. JOHNSON: No. I said that all exhibits 

24 including 29, with the exception or MJP-1, 2 .ln':l 3 may 

25 be admitted at this time. 

FLORIDA PUBLIC SERVICE CO!-'.MISSIOH 
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1 COMMISSIONER DEASON: Okay. 1 got that 

2 confused. And what are the exhibit numbers !or MJP-1, 

3 2, and 3? 

4 

5 

MS . .JOHNSON: That's 23, 24, and 25. 

COMMISSIONER DEASON: So, then, correct me 

6 if I ' m wrong, Exhibits 1 through 29 may be admitted 

7 with the exception of Exhibits 23, 24 and 25; is ~hat 

8 correct? 

9 

10 

MS . .JOHNSON: That's correct. 

COMMISSIONER DEASON: Okay. And is there a 

11 motion to that effect then? 

12 MS . .:JOHNSON: Vcs, there ic. I so move. 

lJ COMMISSIONER DEASON: Without objection, 

14 then show that Exhibits 1 through 29, with the 

15 exception of Exhibits 23, 24, and 25, are admitted 

16 into the record. 

17 (Exhibit Nos. 1 through 22, and 26 thr~ugh 

18 29 marked for identification and received in 

19 evidence . ) 

20 

21 

22 

23 

24 

25 
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FLORIDA POWER CORPORATION 

DOCKET NO. 950001 ·EI 

Re: Fuel Cost Recovery and 
Capacity Cost Recovery 

Final True-up Amounts for 
April through September 1995 

DIRECT TESTIMONY OF 
DAVID P. DEVEU£ 

a. Please state your name and business addreaa. 

, 4 

' A. My name is Dav1d P. Devolle. My business oddress Is P. 0. Box 14042, 

3 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, Regulatory 

1 Accounting. 

8 

9 a. Have the duties and responsibilities of your position w ith tho Company 

10 remained the same since you la&t testified In this proceeding? 

11 A. Yes. 

12 

13 a . What Is the purpose of your testimony? 

14 A rho purpose of my testimony Is to describe the Company's Fuel Cost 

15 Recovery Clauso final true·up amount for the period of April 1995 through 

16 September 1995, and tho Company's Capacity Cost Recovery Clause final 

11 true-up amount for the some perlot.l. 



, 5 

a. Have you prepared exhibits to your testimony? 

2 A . Yes, I have prepared a three-page truo·up variance analysis which 

3 examines the difference between the estimated fuel truo-up and tho actual 

4 period-end fuel true-up. This variance analyses is attached to my prept~rod 

5 testimony and designated exhibit (OPD· 1 ). Also attached to my prepared 

6 testimony and designated exhibit (OPD-21 aro tho Capacity Cost Recovtlry 

1 Clause true-up calculations for the April 1 995 th•ough September 1 995 

a period. Also, I will sponsor the applicable Schedules A 1 through AS for 

9 the month of September 1 995 (period to-date). which have boon 

10 previously filed with the Commission and aro also attached to my prepared 

11 testimony for ease of reference and designated as exhibit (OPD-31. 

12 

13 a. What Ia the source of the data which you will present by way of 

14 testimony or exhlblta In this proceeding? 

15 A. Unless otherwise Indicated, the actual data Is taken from the books and 

16 records of the Company. Tho books and records are kopt In tho rooular 

11 course of busmess In accordance with generally accepted accounting 

18 principles and practices, and provisions of the Uniform System of 

19 Accounts as prescribed by this Commission. 

20 

21 FUEL COST RECOVERY 

22 a. What ls the Company's jurisdictional ending balance as of September ~0. 

23 1995 for fuel coat recovery? 

24 A . The actual ending balance as of September 30, 1 995 for true-up purposes 

2 5 is an under-recovery of $10,032,296 . 

. 2 . 



1 6 

a. How does this amount compare to the Company's estimated endl:~g 

2 balance to be Included In the October 1995 through March 1996 period? 

3 A. Wren the estimated under-recovery of$ 10,649,438 to be collected during 

4 the period of October 1995 through March 1996 Is taken Into account, 

6 the final true-up ending balance attributable to tho six month period ended 

6 September 30, 1 996 is an over-recoverv of $61 7. 142 

7 

a a. How was the final true-up ending balance determined? 

9 A. The amount was determined in the manner sot forth on Schedule A2 of 

10 tho Commission's standard forms previously submitted by the Company 

11 on a monthly basis. 

12 

13 a. What factors contributed to the period-ending jurisdictional under-recovery 

14 of $10.0 million as shown on exhibit (OPD-117 

16 A. The factors contributing to the over-recovery are summanzed on Sheet 1 

16 of 3. The actual jurisdiCtional kwh sales wore higher than the or:glnal 

17 estimate by 636,989,162 kwh. This increase In kwh sales, attributable to 

18 abnormally warm weather, resulted In higher jurisdictional revenues of 

19 $1 0.0 million and also accounted for approximately $14 million of the total 

20 $ 1 8 million unfavor!'ble variance in jurisdictional fuel and purchased power 

21 expense. The remaining $4 million unfavorable vanance In fuel expense 

22 can be prim~rily attributable to heat rate varianc'ls. 

23 

24 When these differences in iurisdlctlonal revenues and jurisdictional fuel 

~6 expenses are combined, tho not result is a11 under-recovery of '8 million 

. 3 . 



1 7 

related to the April 1995 through September 1995 time period. Other 

2 variances not directly related to the period result in the actual ending 

3 balance under-recovery of ~ 1 0.0 million as of September 30, 1995. 

4 

5 a. Please explain the components shown on exhibit (DPD-1). Sheet 2 of 3 

6 which produced the $19 million unfavorable system variance from the 

7 projected cost of fuel and net purchased power transactions. 

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

9 variance for each energy source in terms of three interrelated components: 

10 (1 I changes in the amount (Mwh'sl of energy required; (21 changes in the 

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

12 changes In the unit price of either fuel consumed for generation ($ per 

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

14 

15 a. What effect did these components have on the system fuel and net power 

16 variance for the true·up period? 

17 A. As can be seen from Shoat 2 of 3, variances in the amount of MWH 

18 requirements from each energy source (column B) combillad to produce 

19 a cost increase of $14.3 million. I will discuss this component of the 

20 variance analysis In greater detail below. 

21 

22 The heat rate variance for each source of generated energy (column C) 

23 produced a net cost increase of $4.7 million. Higher than anticipated heat 

24 ratM for oil generating units were the largest component of tho cost 

25 variance. On the Company's Schedule A3, exhibit (DPD-3), all BTU's for 

• 4 . 



2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

a. 

A. 

1 8 

light oil are included in the light oil hoot rato computation. However since 

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

the resulting heat rate shewn on A3 is distorted. In order to compute the 

true heat rate variance, light oil consumed at steam units is show" 

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

Please explain the analysis shown on Shoot 3 of 3 of your exhibit (0PD·1l 

The analysis on Shoat 3 of 3 attempts to identity the effect that 

generation mix has on total not system fuel and purchased power cost. 

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

readily apparent from the individual variances contained 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 and on Sheet 2 of my exhibit as a cost increase of $.4 

million. While this may be corroct in Isolation, tt>e 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 and light oil. The result is a lower not system cost of $1.6 million 

avon If total system MWH requirements remain unchanged. 

In addition to the effect of variances in generation mix, this analvsls also 

attempts to identify the independent effect of the D.§.l varianc-e In to.al 

syS1em Mwh requirements from all energy sources combined (internal and 

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

were higher than the original forecast by 603,000 MWH. This would have 

. 5. 
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3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

16 

16 

17 

18 

18 

20 

21 

22 

23 

24 

a. 

A. 

a. 

1 9 

led to higher net costs of $11.4 million even if the mix of generation had 

not changed, since the higher system load increases coal generation at a 

cost above the system average. 

Please explain how this analysis wa6 performed. 

The analysis on Sheet 3 of 3 Is made In two steps. The first, captioned 

" MWH RECONCILIATION, " allocates the MWH variances for the individual 

energy sources shown in column B among the primary causal variaflces 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 Variances.· The second step, 

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

variances Identified in step 1. This is done by allocating the cost 

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

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

on the MWH's allocated to each In step 1. As mentloned above, tho 

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

those variances is not intended to be all inclusive or precir.a. It is intended 

to be a representative approximation of the exceedingly complox cau~e 

and effect relationship existing 11mong the individual end total MWH 

variances and their related cost variances. 

What were the major contributors to the $14.3 million cost increase 

associated with the variance In MWH requirements? 

- 6 -



2 1 

a. What factors contributed to the actual period·rend over-recovery of $3.6 

2 million? 

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

., of Actual True-Up Amount", compares the summary Items from shoot 2 

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

6 actual jurisdictional capacity cost revenues were $4.4 million greater than 

1 forecast due to higher residential Kwh s.ale.s during tho period. 

a Jurisdictional capacity costs were $. 7 million higher than forecast. The 

9 major factor contributing to this variance was Orange Cogan. Actual 

10 payments to Orange Cogan were $166,000 hi;her than forecast and tho 

11 c lassification of capacity payments to Orango Cogan was appropriately 

12 changed from an Intermediate resource in our original forecast (83.6% 

13 jurisdictional separation factor) to a Base resource on an Actual basi!! 

14 (94.6% jurisdictional separation factor). This reclassification was made In 

15 c.ccordance with tho Company's current stretificatlon of OF resources with 

1 R respect to their exp~cted relative energy cost. 

11 

18 0. Does this conclude your testimony? 

19 A. Yes, it does. 

- 8 -
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2 A. 

3 

4 

5 a. 

6 A. 

7 

8 

9 Q, 

10 

11 A. 

12 

13 a . 

FLORIDA POWER CORPORATION 

DOCKET No. 960001-EI 

Levellzed Fuel and Capacity Cost Factors 

April through September 1996 

DIRECT TESTIMONY OF 
KARL H. WIELAND 

Please state your name and business addresa. 

22 

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

14042, St. Petersburg, Florida 33733. 

By whom are you efl'ployed and In what capactty7 

1 am employed by Florida Power Corporation as Director of Business 

Planning. 

Have the duties and responslbUities of your position witt! the Company 

remained the same since you last testified In this proceeding? 

Yes. 

What Is the purpose of your testimony? 

.. 
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1 A. The purpose of my testimony Is to present for Commission approval the 

2 Company's levellzed fuel and capacity cost factors for the period of 

3 April through September 1 996. 

4 

5 0. Do you have an exhibit to your testimony? 

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

7 consisting of Parts A through E and the Commission's minimum filing 

8 requirements for these proceedings, Schedules E 1 through E 1 0 and H 1 • 

9 which contain the Company's levellzed fuel cost factors and the 

10 supporting data. P'arts A through C contain the assumptions which 

11 support the Company's cost projections, Part D contnins the 

12 Company's capacity cost recovery factors and supporting data. Part E 

13 contains a calculation of costs the Company proposes to recover during 

14 the period for the conversion of Intercession Cl cy combustion turbines 

1 5 8 and 10 to natural gas firing. 

16 

1 7 FUEL COST RECOVERY 

18 a. Please d&acri!MI tho levelized fuel coat factors calculated by the 

19 Corr.pany for the upcoming projection period. 

20 A. Schedule E1, page 1 of the "E" Schedules In my exhibit, shows the 

21 calculation of the Company's basic fuel cost factor of 1.887 ¢/kWh 

. 2 . 
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21 a. 

24 

(before line loss adjustment). Tho basic factor consists of a fuel cost 

for the projection period of 1 .8401 ¢/kWh (adjusted for jurisdictional 

losses), a GPIF reward of .00862 ¢/kWh, and an estimated true-up 

charge of 0.0369 ¢/kWh. 

Utilizing this basic factor, Schedule E1·D ::~hows tho calculation ~nd 

supporting data for the Company's levellzed fuel cost factors for 

secondary, primary, and transmission metering tariffs. To accompFsh 

this calculation, effective jurisdictional sales at tho secondary level arc 

calculated by applying 1% and 2% metering reduction factors to 

primary and transmission sales (forecasted at mtJter level) . This is 

consistent with the methodology being used in the dovelo1Jment of the 

capacity cost recovery factors. 

Schedule E 1 -E develops tho TOU factors 1. 309 ¢/kWh On-peak and 

0.833 ¢/kWh Off-peak. The lovelized fuel cost factors (by metering 

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

final fuel factors to be appliad to customer bills during the projection 

period. The final fuel cost factor for residential service is 1 .8~1 ¢/kWh. 

What Is Included In Schedule E1. line 4, "Adjustments to Fuel Cost"? 

.. . 3. 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

12 

13 

14 

15 

16 

17 

18 

19 

20 

A. 

a. 

A. 

25 

Line 4 shows the recovery of the costs associated with conversion of 

four combustion turbine units at Intercession City to burn natural gas 

Instead of distillate oil. Recovery of the conversion of units 7 and 9 

was approved by this Commission In August, 1995. In this filing the 

Company is requesting approval to add the conversion costs of two 

additional units (8 and 1 0) beginning In June, 1996. 

What Ia included In Schedule E 1, line 6, ~Energy Coat of Purchased 

Power·? 

Uno 6 Includes energy costs for the purchase of 50 MWs from Tampa 

Electric Company and the purchase of 409 MWs under a Unit Power 

Sales (UPS) agreement with the Southern Company. During October­

December 1 995, the Southern Company purchase provides of 407 MW 

of unit power. Beginning January 1996, the SERC ratings of the units 

supporting this purchase will be revised to 409 MW. The capacity 

payments associated with the UPS contract are based on tho original 

contract of 400 MW. The additional 9 MW are the result of revised 

SERC ratings for the five units involved In the unit power purchase, 

providing a benefit to Florida Power Corporation in the form of reduced 

costs per kW. Both or these contracts have been in place and have 

. 4 -
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1 been approved for cost recovery by the Commission. Capacity costs 

2 for theso purchases are Included In tho capacity cost recovery factor. 

3 

4 Q. What Is included In Schedule E1. line 8, "Enorgy Coat of Economy 

6 Purchases (Non·Broker)"7 

6 A. Line 8 Includes energy costs for purchases from Seminole Electnc 

7 Cooperative (SECII for load following, off-peak hydroelectric purchasos 

8 from the Southeast Electric Power Agency (SEPAl. and miscellaneous 

9 economy purchases from wlthln or outsldo tho auuo which oro not 

10 made through the Florida Broker System. The SECt contract is an 

1 1 ongoing contract under which the Company purchases energy from 

12 SECt at 95% of its evoidod fuel cost. Purchases from SEPA are on an 

13 as-available basis. Thoro are no capacity payments associated with 

14 either of these purchases. Other purchases, such as a now 20 MW 

15 economy purchase from tho Orlando Utilities Commission (reported on 

16 Schedule E9), may have non-fuel charges, but since sur:h purchases are 

17 mado only If tho total cost of the purchase Is lowor than tho Company's 

18 cost to generate the energy, it Is appropriate to recover the associ<ttod 

19 non·fuol costs through tho fuel adjustment clause rather than tho 

20 capacity cost recovery factor. Such non·tuel charges aro reported on 

21 line 10. 

• 6 • 



2 7 

1 0. Please explain the entry on Schedule E1, line 17, •fuel Cost of 

2 Stratified Sa lea.· 

3 

4 

5 

6 

7 

8 

9 

10> 

11 

12 

13 

~ 4 

15 

16 

17 

18 

19 

20> 

A. The Company has a wholesale contract with Seminole for the sale of 

supplemental energy to supply the portion of thoir load in excess of 689 

MW. The fuel costs charged to Seminole for those supplemental sales 

are calculated on a •stratified· basis, in a manner which recovers the 

higher cost of intermediate/peaking generation usod to prov•de the 

energy. Th~;~ Company also has wholesale contracts with the municipal 

utilities of Kissimmee and St. Cloud and with Goorgla Power Company 

under which fuel costs are charged in a similar manner. 1 he fuel costs 

of wholesale sales are normally Included in the total cost of fuel and net 

power transactions used to calculate the average system cost per kWh 

for fuel adjustment purposes. However, since tho fuel costs of the 

Stratified sales are not recovered on an average cost basis, an 

adjustment has beon made to remove these costs and the reia:ed kWh 

sales from the fuel adjustment calculation In tho same manner that 

interchange sales arft removed from tho calculation. This adjustment is 

necessary to avoid an over-recovery by tho Company which would 

result from the treatment of those fuel costs on an average cost basis 

In this proceeding, whila actually recovering the costs from these 

• 6 -
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customers on a higher, strattfied cost basis. Tho development of this 

adjustment is shown on Schedule E6. 

How was tho estimated true·up shown on line 28 of Schedule E1 

developed? 

The total true-up amount was determined in two parts. First, a period· 

to-date actual undor·recovory of $2,291,039 through November 1995 

wa§ obtained from Schedule A2, page 3 of 4, previously submitted for 

tho month of November. This balance wos projected to tho nnd of 

March 1996, including interest estimated at the November ending rate 

of 0.4833% per month. Second, the total estimated under-recovery of 

$6,633,077 for the current period was combined with the prior period 

(April through September 1996) under-recovery of & 10,032,296 and 

&1 0,649,438 being collected during tho current period for a total under· 

recovery of $6,916,936 at tho ond of March 1996. This results In an 

estimated true-up charge on line 28 of Schedule E1 of 0.0369 ¢/kWh 

for application In the April through September 1996 p;ojoction period. 

The developrnont of tho estimated true-up amount for tho current April 

through September 1996 period is shown on Schedule E1 ·B, Sheet 1. 

. 7 . 
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What are the primary reaaons for the projected March 1996 under· 

recovery of $5.9 mnllon7 

The under-recovery Is primarily a result of abnormal weather conditions 

which occurred in October through December 1 996. 

Please explain the procedure for forecasting tht unit coat of nuclear 

fuel. 

The cost per million BTU of the nuclear fuel which will bo m the reactor 

during the projection period (primarily Cycle 11. following the refueling 

outage) was developed from the projected cost of fuel added during the 

current period's refueling outage and the unamortized Investment cost 

of the fuel remaining In tho reactor from the prior cyclo (Cycle 10). 

Cycle 1 1 con~lsts of several "batches, • of fuel assemblies which are 

separately accounteo;f for throughout their life in so~;oral fuel cycles. 

Tho cost for each b,ateh Is dc.termined from tho actual cost incurred by 

the Company, which Is a~dlted and reviewed by the Commission's field 

auditors. The expected available energy from each batch over its life 

1s developed from an evaluation of various fuel management schemes 

and estimated fuel cycle lengths. From this information, a cost per unit 

of energy (cents per million BTU) is calculated for each batch. 

However, since tho rate of energy consumption Is not uniform among 

. 8 . 



1 

2 

3 

4 

5 

6 

7 

8 

91 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

a. 

A. 

a. 

A. 

30 

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

estimate of consumption within ~>ach batch must be made to properly 

weigh the batch unit costs In calculating a composite unit cost for the 

overall fuel cycle. 

How was the rate of energy consumption for uch batc!l within Cycle 

11 estimated for the upcoming projection period? 

The consumption rate of each batch has been estimated by utilizing a 

core physics compu tor progrem which simulates reactor operations over 

the projection period. When this consumption panern is applied to the 

individual batch costs, the resultant composite Cycle 11 Is $0.327 per 

million BTU. 

Would you give a brief overview of the procedure used In developing 

the projected fuel cost data from which the Company's ba11lc fuel cost 

recovery factor wee calculated? 

Yes. Tho process begins with the fuel price forecast and the system 

sales forecast. Tllese forecasts are Input into PROMOO, along with 

purchased power information, generating unit operating characteristics, 

maintenance schedules, and other pertinent data. PROMOD then 

computes system fuel consumption, replacement fuel costs, and energy 

. 9 . 
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a. 

A. 

a. 

A. 

purchases and costs. This data is input into a fuel Inventory model, 

which calculates overage Inventory fuel coscs. This Information Is the 

basis for the calculation of the Company's levellzod fuel cost factors 

and supporting schedules. 

What Is the source of the syatem sales forecast? 

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

Business Planning Department using tho most recently available data. 

The forecast used for this projection period was prepared In June 1 995. 

Ia the methodology used to produce the ulaa forecast for this 

projection period the same as previously used by the Company In these 

proceedings? 

The methodology employed to produce the forecast for the projection 

period Is the same es used In tho Company's most rocont filings, and 

1 7 was developed with an econometric forecasting model. The forecast 

18 assumptions are shown In Part A of my exhibl •. 

19 

20 a. What Is the source of tho Company'e fuel price forecast? 

. 10 . 
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The fuel price forecast was made by the Fuel and Spoccal Projects 

Department based on forecast assumptions for residual oil, 12 fuel oc•. 

natural gas, and cv al. The assumptions for tho projection period are 

shown in Part B of my exhibit. The forecasted prices for each fuel typo 

are shown In Part C. 

Please explain the baala for requesting recovery of the cost of 

converting combueclon turbine units 8 and 1 0 at the Intercession City 

site to burn natural gas. 

In Docket No. 850001 -EI·B, Order No. 14546issued on July, 1985, the 

Commission addressed charges appropriate for recovery through tho 

fuel clause: 

"Fossil fuel-related costs normally rocovnrod through base 

rates but which wore not recognized or anticipated In the 

cost levels us<&d to dotormlne current base r&U1s and 

which, If expended, will result in fuel sJvlngs to 

customers. Recovery of such costs should be mado on a 

case by caso basis after Commission approval." 

In August of 1995. the Company converted Intercession City units 7 

and 9 to burn natural gas. Tho Commission authorized tho Company 

to recover the conversion cost, including a return on investment, over 

• 11 . 



1 a five-year period In Order No. PSC-96-1 089-FOF-EI dated September 

2 5, 1995. The Company Is asking the Commission for the same 

3 treatment for two additiomll units at the same sit. The convEirsion 

4 cost for units 8 and 10 Is $2.6 million. This cost was not part of tho 

5 cost of Intercession City units 8 and 10 when they were included in 

6 rate base as part of the 1 993 test yoar. 

7 

8 a. How Is FPC proposing to recover the conversion cost? 

9 A. The Company proposes to amortize the $2.6 million conversion cost 

10 over a five year period beginning with the plant In-service date of 

1 1 June, 1996. The projected cost during the April 1 996 through 

12 September 1996 period is $236,906 which consists of an 

13 amortization charge of $151,666 and a return (including income 

14 taxes) of $85,240 based on the Company's current ccst of capital of 

15 8.37%. The fuel savings for the same period are expected to be 

16 $1.460,448 resulting In a net benefit to customers of $1,223,542. 

1 7 For comparison purposes, actual fuel savings produced by the 

18 conversion of units 7 and 9 from August through November of 1995 

1 9 are Jr. excess of $1 . 5 million. 

- 12. 
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1 A monthly schedule of amortization expenses and fuol savings 1s 

2 ettached as Part E of my testimony. 

3 

4 Q. Why Ia the Company proposing a five year amortization period rath9r 

5 than expensing the conversion coat or depreclatlng It over tho lifo of 

6 the unlu7 

7 A. The Company chose five years In order to align recovery of cost wtth 

8 anticipated oenefits. The Company Is relying on the availability of 

9 interruptible gas transportation for tho delivery of gas to the slto 

1 0 because firm (take or pay) contracts are not oconomtcal for a low 

1 1 capacity factor peaking site. Discussions with Florida Gas 

12 Transmission (FGT) and a private consultant's report Indicate that 

1 3 they expect Interruptible gas to be available in sufficient quantity to 

14 power the two units at the site for lhe next five years. The Company 

1 6 hopes that some gas will be available beyond that time which will 

1 6 yield additional savings, but we believe it moro appropriate to recover 

17 costs during the time when the majority of bonoflts nro expected to 

18 occur. Expensing the conversion cost would burden exiSting 

1 9 customers with costs that exceed benefits while amortizing the 

20 conversion over tho life of tho units could burden futuro customers 

21 with costs that do not have corresponding benefits . 

. 13 . 
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1 a. What Is tho Company proposing to do If expoc;ed fuel aavlnga ere not 

2 achieved? 

3 A. The Company is willing to assume tho risk for achieving fuel savings. 

4 If fuel savings during ony six-month fuel recovery period oro loss than 

5 the amortization and return costs. we will limit cost recovery to fuel 

6 savings and defer recovery of the difforenc-s to futuro periods. In no 

7 case will the Company collect an amount greater than the fuel 

8 savings, making this a no-lose proposition for customers. 

9 

10 CAPACITY COST RECOVERY 

11 a. How WIS the Capacity Coat Recovery factor developed? 

12 A. The calculation of the capacity cost recovery factor ICCRF) Is Sht)wn 

13 in Part 0 of my exhibit. The factor allocates capacity costs to rate 

14 classes in the same manner that they would be allocated if they were 

15 recovered in base rates. A brief explanation of tho schedules in the 

1 6 exhibit follows. 

17 

18 Sheet 1 : Pro! ectad Capacity Payments. This schc.dule contains 

19 system capacity payments for UPS. TECO and OF purchases. The 

20 retail portion of the capacity paymenta are calculated using sepa•ation 

. 14 . 
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1 factors from the Company's most recent Jurisdictional Separation 

2 Study. 

3 

4 Sheet 2: Estimated/Actual Trye-Up. This schedule presents the 

5 actual ending true-up balance after two months of the current period 

6 end re-forecasts the over/(under) recovery balances for the next four 

7 months to obtain an ending balance for the current period. This 

8 estimated/actual balance of $4,119,749 is then carried forward to 

9 Sheet 1, to be refunded during the April through September 1 996 

10 period. 

11 

12 Sheet 3: Deye!ooment of Jyrlsdjct!onal Loss My!t!pllers: The same 

13 delivery efficiencies and loss multipliers as presented on Schedule E1 -

14 F. 

15 

16 Sheet 4: Calculation of 12 CP and Annyal Average Demand. TI1e 

17 calculation of average 12 CP and annual average demand is basad on 

18 1994 load research data and the delivery efficiencies on Sheet 3. 

19 

20 Sheet 5: Calcylat!on of Caoac!tv Cost Becoyery Factors. The total 

21 demand allocators in column (7) are computed by adding 12/13 of the 

• 1 5 • 
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1 1 2 CP demand a !locators to 1113 of the annual average demand 

2 allocators. The CCRF for each secondary dellvory rate class In cents 

3 per kWh Is the product of total jurisdictional capacity costs (including 

4 revenue taxes) from Sheet 1. times the class demand allocation 

5 factor, divided by projected offectivo sales at tho secondary level. 

6 The CCRF for primary and transmission rate classes reflect tho 

7 application of motoring reduction factors of 1% and 2% from the 

8 secondary CCRF. 

9 

10 a. Please discuss the Increase In capacity payments compared to the 

1 1 prior six· month period. 

12. A. Tho increase in capacity payments from $138.2 million in tho October 

1 3 1996 through March 1996 period to $141 9 million for tho April 

14 through Soptombet 1996 period Is due to tho escalation to the 1996 

15 payment schedule. No new contracts begin be foro September 1 996. 

16 The decrease In rates. exhibited on sheet 6 on a cents par kWh basis, 

1 7 is due to tho greate,r amount of kWh sales projected for tho summer 

18 period as compared to tho current period. 

19 

20 a. Does thla conclude your testimony? 

21 A. Yes. 

- , 6-
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a. Please state your name and business addreea. 

38 

2 A. My name Is Larry G. Turner. My 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. I am employed by Florida Power Corporation as Senior Performance 

7 Engineer In Energy Supply Services, Plant Performance. 

8 

9 a. Have the outles and responslbUities of your position with the Compan..,· 

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

11 A. Yes, they have. 

12 

13 a. What is tho purpose of your testimony? 

14 A. The purpose of my testimony Is to des:rlbe the calculation of tho 

15 Company's Generatton Performance Incentive Factor IGPIF) amount for 

16 the period of April through Soptomber 1995. This was developed by 

17 comparing tho actual performance of the Company's seven GPIF 
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generating units to tho approved targets set for those units prior to thu 

2 period. 

3 

4 a. Do you have an exhibit to your testimony In this proceeding? 

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

6 of the numbered shoots which are attached to my prepared testimony. 

7 The exhibit contains the schedules reqwed by the GPIF Implementation 

8 Manual, which support tho development of tho incentive amount. I 

9 have also included other data forms to supplement the required 

1 r schedules. 

1 1 

12 a. What GPIF Incentive amount have you calculated for this porlod7 

13 A. I have calculated tho Company's GPIF incentive amount to boa reward 

14 of $1,456,161. This amount was developed in a manner consistent 

15 with the GPIF Implementation Manual. Shoot 1 of my exhibit shows the 

1 u calculation of system GPIF points and the corresponding reward. Tho 

17 summary of weighted Incentive points earned by each Individual unit 

18 can be found on Shoot 3. 

19 

20 a. How were the Incentive points for equlvalont avall!lblllty and heat rate 

21 calculated for the Individual GPIF unlt•7 

22 A. The calculation of incentlve points Is made by comparing the adjusted 

?3 actual performance data for equivalent availability ond hoat roto to thG 

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 adjust.ments to the actual performance 

5 data for comparison with the targets? 

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

7 necessary to allow their comparison with tho •target• Point Tables 

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

9 adjustments are described in the Implementation 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 and 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 

15 Output Factor (NOF), and are shown on Shoat 7. The methodology for 

16 both the equivalent availability and heat rate adjustments are explained 

17 in the Staff memorandum. 

18 

19 Q . Have you provided the as-worked planned outage schedules for the 

20 Company's GPIF units to support your adjustments to actual equivalent 

21 avallabDity? 

22 A . Yes, Sheet 23 of my exhibit shows a comparison of tarAGt and actual 

23 planned outage hours in bar-chart form. Sheets 24 through 26 !)resont 

- 3 -
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as-worked critical path charts for each unit which fiXpononcod a 

2 planned outage during tho porlod. 

3 

4 0. Does this conclude your testlmonv7 

5 A. Yes. 

. 4 . 
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1 a. Please state your name and buslneaa addreu. 
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2 A. My name Is Larry G. Turner. My bu~iness address is Posl Office Box 

3 1 4042, St. Petersburg, Florida 33733. 

4 

5 a. By whom are you employed and in what capactty7 

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

7 Engineer. 

8 

9 a. Have the duties and responsibilities of your position wittl the Company 

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

1 1 A. Yes, they havo. 

12 

13 a. What Ia the purpose of your tostlmony7 
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1 A. The purpose of my testimony is to present tho development of the 

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

3 ranges for the perioc. of April through September, 1996. This 

4 development includes tho targots and improvoment/dogradation ranges 

6 for unit equivalent availability and unit averago not oporatlng hoat rate 

6 In accordance with the Commlnlon's Generating Performance lncentivo> 

7 Implementation Manual. 

8 

9 a. Do you have an exhibit to your testimony? 

10 A. Yes, I will spt>nsor an exhibit containing 73 pages, which consists of 

1 1 the GPIF standard form schedules prescribed In the Implementation 

1 2 Manual and supporting data, Including unplanned outago ratos, net 

13 operating heat rates, and computer analyses and graphs for each of the 

1 4 individual GPIF units, all of which are anachod to my prepared 

15 testlmony. 

16 

17 a. Which of the Company's genal'ltlng units have you Included In the GPIF 

1 8 program for the upcoming projection perlod7 

19 A. We have includt'd the same units as were Included for tho current 

20 period, Crystal River Units 1 through 5 and Anclote Units 1 and 2. 

- 2 -
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1 a. Have you determined the equivalent uvallabillty targets and 

2 Improvement/degradation ranges for the Company's GPIF unlts7 

3 A. Yes, I have. This information is Included In the Target and Range 

4 Summary on page 3 of my uxhlbit. 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

a. 

A. 

How were the equlvelvnt availability targets c.ieveloped7 

The equivalent availability targets were developed using the 

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

Section 4 of the Implementation Manual. This :"!'lethod 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 unplilnned outage rate 

(EUOR). From operational data and these graphs, the Individual t.arget 

rates are determined by il'specting 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 tho projection period. When the unit's 

projected pl£~nned outage hours are taken into account, the hours 

calculated from these individual unplanned outage ~ can then be 

converted into an overall equivalent unplanned outage factor (EUOF). 

. 3 . 
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12 

13 

14 
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18 

19 
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21 

a. 

A. 

Q. 

A. 

4 5 

Because f&ctors are additive (unlike rates). the unplanned and planned 

outage factors (EUOF and POF) when added to the equivalent 

availability factor (EAF) will always equal1 00%. 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 targ!.lt and range rates 

are contained In the section of my exhibit entitled "Unplanned Outage 

Rete Tables and Graphs•. 

What Is the target equivalent avaUabDity factor for Cryatal River 37 

The EAF target for Crystal River Unit 3is 90.00%. The unit's next mid· 

cycle outage is scheduled to begin February 29. and continue through 

April 15, resulting in a Summer period POF of 8. 20%. The unit's EUOR 

target is 1.97, which results in an EUOF of 1.81% when planned 

outage hours are taken Into account. 

Plaaae describe the method utilized In the development of the 

improvement/dagradation ranges for each GPIF unit's avaDablllty 

targets. 

In general, the methodology described In the implementation manual 

was used. Ranges were first established for each of the four unplanned 

. 4 . 
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1 outage rates associated with each unit. From an analysis of the 

2 unplanned outage graphs, units with small historical variations in outage 

3 rates were assigned narrow ranges and units with large variations were 

4 assigned wider ranges. Those individual ranges, expressed in terms of 

5 rates, were then converted into a single unit availability rangOl, 

6 expressed in terms of a factor, using the same procedure described 

7 above for converting the availability targets from rates to factors. 

8 

9 a. Hava you determined the net operating heat rate targets and rangea for 

10 the Company' a GPIF unlts7 

11 A. Yes, I have. This Information fs included In the Target and Range 

1 2 Summary on Page 3 of my exhibit. 

13 

14 a. How were these heat rate targets and ranges devuloped l 

15 A. The development of the h&at rate targets and ranges for the upcoming 

1 6 period utilized historical data from the past three comparable GPIF 

17 periods, as described In the Implementation Manual. A wleaot squares" 

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

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

20 computer analyses and dnta plots used to develop the heat rate targets 

- 5 -
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8 

9 

10 

1 1 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

a. 

A. 

a. 

A. 

47 

and ranges for each of tho GPIF uuits are contained in the section of 

my exhibit entitled 8 Average Net Operating Heat Rate Curves". 

How were the GPIF incentive points developed for the unit availability 

and heat rate ranges? 

GPIF Incentive points for availability and heat rate were developed by 

evenly sproadlng the positlvo and nagatlvo point values from tho target 

to the maximum and minimum values In case of availability, und from 

tho neutral band to tho maximum and minimum values In tho 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 those used in the 

calculation of weighting factors. 

How were the GPIF we1ghting factors determined? 

To determine tho weighting factors for availability, a serios of PROMOO 

simulations were made in which each unit's maximum equivalent 

availability was substituted forth~ target value to obtain a new system 

fuel cost. Tho differences in fuel costs betwot~n these cases and th& 

target coso dotermlnos tho contribution of ooch unit's availability to fuol 

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

. 6 . 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

a. 

A. 

unit to fuel savings was determined by multiplying the BTU savings 

between the minimum and target heat rates (at constant generation) by 

the average cost per BTU for that unit. For Crystal River 3, the 

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

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

nuclear unit's efficiency results In a corresponding Increase In the unit'tl 

generating capacity. Weighting factors were then calculated by dividing 

each Individual unit's fuel savings by total system fuel savings. 

What was the bes1a for determining the estimated maximum lnconttvo 

amount? 

The determination of the maximum reward or penalty was based upon 

monthly common equity projections obtained from a detailad financial 

simulation performed by the Company's Corporate Mod&l. 

1 6 0. Does this conclude your testimony? 

17 A. Yes. 

- 7 -



BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

FLORICA POWER & LIGHT COMPANY 

TESTIMONY OF B.T. BIRKETT 

DOCKET NO. 960001-EI 

Novembor17,1996 

4 9 

2 

a. Please state your name, bualn"ll addreaa, employer and 

position. 

3 A. My name Is Barry T Birkett and my business address 1S 9250 West 

4 Flagler Street, M1am1, Florida, 33174. I am employed by Flonda Power 

5 & ught Company (FPL) as Manager of Rates and Tanff 

6 Administration 

7 

a a. 

9 A. 

10 

11 a. 

12 A 

13 

Have ~·ou previously testified In this docket? 

Yes. I have 

What Is lllo purpose of your testimony In thla prnceedlng? 

The purpose of my testimony is to present lhe schedules necessary 

to support lhe actual Fuel Cost Recovery Clause (FCR) and CapaCity 

14 Cost Recovery Ctause (CCR) Net True-Up amounts for lhe penod 

15 Apnl1995 through September 1995. The Net True-Up for FCR IS an 

1 



so 

1 underrecovery. 1ncluding mterest. of $33.181.566 The Net True-Up 

2 fOf' CCR Is an ovorrecovery. Including Interest. of $23,587,130. I am 

3 requesting Comm1Ss1on approval to Include these true-up amounts 1n 

4 the catculatJon of the FCR and CCR factors respectNely, for the penod 

5 Apnl1996through September 1996 

6 

7 

8 

9 

10 

11 

12 

13 

14 

Q. 

A. 

1s a. 

16 

17 A. 

18 

19 

20 

21 

22 

23 

Have you prepared or cauaed to be prepared under your 

direction, supervision or control an exhibit In this proceeding? 

Yes, I have. It cons1sts of three append1ces AppendiX I conta1ns the 

FCR related schedules and Appendtx 11 conta1ns the CCR related 

schedules Also attached to 1hls filing 1s AppendiX Ill wh1ch contatns 

Commission Schedules A-1 through A-13 for the April1995 Utrough 

September 1995 penod. 

What Is tho source or the data which you will present by way of 

teatlmon1 or exhibits In this proceeding? 

Unless otherw1se Indicated, tho actual data Is taken from the books 

and records of FPL The books and records are kept1n the regular 

course of our business 10 accordance wtth genero.ly accepted 

accountinp pnnetples and practices and provisions or the Untform 

Syatrm of Accounts as prescribed by th1s Commtaslon. 

2 



2 

3 a. 
4 A 

5 

6 

7 

s 1 

FUEL COST RECOVERY CLAUSE (FCR) 

Please explain the calculation of tho Net Truo·up Amount. 

Append1x I. page 3. enbUed "Summary of f.let True-Ur Amount". shows 

the calcolat.on of the Net True-Up for the penod. an underrecovery of 

S33.161,566, which I am requestmg be inCluded In the calculation of 

the Fuel Cost Recovery Factor for the penod Aprtl 1996 through 

8 September 1996 The calculation of the true-up amount tor the penoo 

9 follows the procedures established by th1s CommiSSIOn as set forth on 

10 CommiSSIOn Schedule A-2 "Catcutat10n of True-Up and Interest 

11 ProviSion" 

12 

13 The actual End-of-Penod underrecovery of $71 ,580,775 shown on hne 

14 1 less the estimated/actual End-of-Period underrecovery of 

15 S38,399.209 shown on hne 2 thst was ind•1ded •n the calculation of the 

16 Fuel Cost Recovery Factor for the penod October 1995 through March 

17 1996. results tn the Net True-Up for the penod shown on hne 3, an 

18 underrecovery of $33,181.566 

19 

20 a. 

21 

22 A. 

23 

Have you provided a schedule showing the variances between 

actuals and esttmated/actuals? 

Yes Append1x t. page 4, enbtled "Calculation of Final True·l!!l 

Amount", shows the actuar fuel costs and revenues compared to the 

3 
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2 

3 a. 

4 A 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

52 

esumated/actuals for the penod Apnl1995 through September 1995 

What was the v::rlance In fuel costa? 

As shOVwTl (lfl AppendiX I. page 4, line A7, actual fuel costs on a Total 

Company basts were $56.0 million higher than the esttmatedlaC1ual 

PI"'fed!On Thts Increase is pnmanly due to a 34% tncrease 10 heavy 

oil generauon as a result of 3 2% higher than projected sales and 29% 

lower than projected genera bon from St LuCie Unit No 1 

The lower than projected generation from St LuCie Un1t No 1 was 

pnman:)' caused by a number of unplanned events that took place 

during July, August and September 1995. The events ore listed 

below (These events have been described 1n greater deta.l in FPL's 

response to Staff's Third Set of lnterrogatones '" thts Docket that were 

filed With the Commission on November 3, 1995) 

DATE 

Jul8, 1995 

Jul10, 1995 

Aug 1. 1995 

Aug 2,1995 

Aug 9. 1995 

Aug 17, 1995 

Sop 1. 191l5 

Sop 11. 1995 

EVENT 

Turtlno Tnp Curing Surveillance Testing 

Vehicle 111 Oisdlarge Canal 

Hurricane Erin 

1A2 Reactor Coolant Pump Seal Paclcago Fa.lwe 

Powor Operated Roltof Volve Failures 

InadVertent Spray Down of Contammant 

162 EDG Rocker Arm Adjusbng Screw Lock Nut 

Pte$54jnzar Code Safety Valve Flange Leakage 

4 



1 

2 

3 

4 

5 

Sep 19. 1995 

Sop22, 1995 

Sop 24 1995 

1 B Emorgont;y 0!0$81 Generator Hold Down Bolts 

1 A & 1 B EDG Governor Stability 

PressuriZer Code Safety Valvo Alignment 

Modlflcallona 

6 The St Luoe nuclear units were taken off line on August1, 1995 due 

7 to Hurricane Enn After the threat of the Humcane had passed. FPL 

8 began the process of retumlng both unrts to serv1ce Unit 2 was 

9 successfully relumed to serv1ce on August 5, 1995. Dunng the start 

10 up of Un1t 1, FPL encountered equipment problems (listed above) 

11 which required repa1r pnor 10 retumtng the unrt to servrce 

12 

13 FPL's nuclear management has made an extens1ve review of the 

14 events hated above Add1110nahy 1n September 1995. FPL's 

15 management requested that an independent team of ut1llty experts 

16 exzmine some of these events for the purpose of tdentrfyrng 

17 commonalhy among the events and to determrne plant weaknesses 

18 which may have contnbuted to the events. The team conducted 

19 1ntervrews. revieWed documents. and ob!lerved plant operations on all 

20 shifts FPL believes rts management of these events was reasonable 

21 and prudent and the appropnate actions have been taken to correct 

22 these Sttuatrons 

23 

24 These unplanned eve.lts at St Lude Un1t No 1. most of wh1ch 

5 
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1 followed the shutdown caused by Hurncane Enn. resulted 1n a GPIF 

2 Equivalent Availability Factor (EAF) penalty of approximately $1 3 

3 million. Dunng the penod of Apnl to July 1995, pnor to the hurncane. 

4 St Luoe Umt 1 had performed well obova 1ts approveJ GPIF EAF 

5 Target Consequently, If Umt 1 had performed at1ts target level dunng 

6 August and September. FPL would have received a maximum reward 

7 of $1 .3 million forSt Lucie Un1t No. 1 Therefore. the effect of the 

8 outages at St Luoe UOII No. 1 is to have cllmtnated the potenllal to 

9 receive the GPIF reward and Instead the Company will rel.etve a 

10 penalty 

11 

12 During this April 1995 thro11.1gh September 1995 fuel cost recovery 

13 penod, St Lude Unrt 2 performed well above tis approved E~F target 

14 and actueved a GPIF maxtmum EAF reward of almost S1 1 mtlllon. 

15 Therefore the combtned EAF performance of the St Luoe nucl~>ar 

16 plant was a penalty of 'Tlore than $0 2 million The FPL nuclear units 

17 at the Tur!(ey Potnl stte also performed well abo'le thetr approved 

18 targets dunng the same penod With maxtmum rewards for each untt's 

19 EAF performance 

20 

21 

22 

23 

24 

Since 1991. all four of FPL's nuclear untts have conststently performed 

above the nuclear tndustry average for forced (unplanned) outages 

For example, tn 1994, while tht~tndustry average for forced outages 

was approxtmately 10.6%, FPL's nuclear untts had forced o ... tage 

6 
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8 
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10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

a. 

A 
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rates of less than 4% Othor slgntficant gains in nuClear untl 

avatlabthly were achteved through the reduction In the length of 

planned outages Between 1992 and 1994 the average numt'lel of 

days off hne for planned outages at FPL s nuclear sites has decreased 

from more than 63 days to less thon 44 days In contrast. the nuclear 

tndustry average for planned outages was approxtmately 65 days tn 

1992 and 56 days tn 1994 FPL's 'xcellent nuclet~r perfonnance has 

provtded substantial savtngs to our customers in replacement fuel 

costs. 

The GPIF program has rewarded FPL tor hovtng Its nuclear units 

perform well In this tnstance, the GPIF program (as lntended) has 

penalized f!PL at St Luoe Unit 1. as a result of rts outages dunng 

August and September 

What was the variance In retail UurladlcUonal) Fuel Cc't 

Recovery rovonuo11? 

As shown on line 01 actual junsdactional Fuel Co!'! Recovery 

revenues. net of revenue taxes, were $21 5 mtllion htgher than the 

estJmated/actual protectton Thts tncrease was due to htgher 

JUnsdiC!Jonal kWh sales JunsdtCtJonal sales were 1.259.358 636 kWh 

(3 2%) higher than the estimated/actual proJeCtion 

7 

I 



Q. 

2 

3 

4 A. 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 a. 

16 A 

17 

18 

19 

20 

21 

22 

56 

llow is Renl Time Pricing (RTP) rener.tcd in the calculation of 

the Net J'ruc-up Amount? 

In the detenninnuon cf Junsd1ctional kWh soles, only kWh sales 

associated with RTP baseline lond are mcluded, consistent with 

projettions (Appemhx I, page 4, Une C3). In the dctenmnauon of 

Jurisdictional Fuel Com, revenues assoc1ated wath RTP 

lncremcntnl kWh ~nics me Included 11~ I OO~n Reina I (Appendix I, 

page 4, Line D4c) in order to offset incremental fuel used to 

genernte these kWh sales. 

CAPACITY COST RECOVERY CLAUSE (CCR) 

Please explain tho calculation of the Not Truo-up Amount. 

Appendax II, page 3, enlitled ''Summary or Net True-Up Amount" shows 

the calculahon of the Net True-Up fo~ the penod an overrecovery of 

~23,587, 130, wh1ch I am requesting be Included in the calculatiOn of 

the Capacaty Cost Recovery Factor for the penod Apnl 1996 through 

Septembl:lr 1996 

The actual End-or-Penod overrecovery or $20.971 244, shown on line 

8 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

Q. 

A 

15 Q. 

16 

17 A 

~7 

1 less tile estimated/actual End-of-Penod underrecovery of 

S2.615.886, shown on hne 2 that was mcluded In the CapLCity Coat 

Recovery Factor for the penod October 1995 through March 1996, 

result~ 1n the Net True-Up shown on hne 3, an overrecovery or 

$23,587,130. 

Have you provided a schedule showing the calculation of tho 

End-of-Period true-up? 

Yes Appendix 11. page 4 enliUed "Calculation of Final True-up 

Amount". shows t.,e calculallon or the CCR End-of penod lrue-up for 

the period Apnl 1995 through Se;>tember 1995 The End of-Period 

true-up shown on hne 19 IS an overrecovery of $20,971,244. 

Ia this true-up calculation consistent with tho true-up 

methodology used for the other cost recovery clauses? 

Yes 1t is The calculallon of the true-up amount follows the procedures 

18 established by this CommiSSIOn as set forth on Comm1ss1Jn Schedule 

19 A·2 "Calculalton of True-Up and Interest Prov1S1on" for lhe Fuel Cost 

20 

21 

22 Q. 

23 A. 

Recovery Clause 

Please explain the calculation of the snterest provlslo~. 

Appendix II, page 5, ent1lled "Calculation of lnteresl ProviSIOn", shows 

9 
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the calculatiOn or the Interest prOVISIOn for the penod Apnl 1995 

2 through September 1995 and follows the same methodology used 10 

3 calculatmg the Interest prov1slon for the other cost recovery clauses, 

4 as prev&ously approved by this CommiSSIOn 

5 

6 The interest prov1s1on Is the result of multiplying the monthly average 

7 true-up (line 4) by the monthly average 1nterest rate (line 9) The 

8 average Interest rate Is developed us1ng the 30 day commercial paper 

9 rate as pub11shed 1n the Wall Street Joumal on the f1rst bus1r.ess da~ 

10 of the current and subsequent months The Interest calcui:Jted dunng 

11 the penod amounts to S340,470 as shown on line 10. 

12 

13 Q. 

14 

15 A 

16 

17 

16 

19 

20 a. 
21 A 

22 

23 

Have you provided a schedule showing the varlancoa betwoen 

actuels and oatlmatodlactuals? 

Yes AppendiX II, page 6, entitled "Calculetion ot Final Tru.,·..JP 

Vo;~riances". shows the actual capacity charges and apolicable 

revenues compared to the est&mated/actuals for the penod Apnl 1995 

through September 1995 

What was tho variance in net capacity charges? 

As shown on hno 6, actual net capacity charges on a Total Company 

t:as1s were S17 6 m111ion lower than the est·mated/actual projection 

This vanance was pnmanly du& to lower than expoctod capaCity 

10 
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1 payments to the Southern Company for Unit Power Sales (UPS), 

2 lower than expected capaoty payments to Ouahfyang Facahtaes (QF's) 

3 and higher than expected Revenues from Capaoty Sale& Actual UPS 

4 capaoty charges were S9 1 million lower than proJected pnmanli' due 

5 to a pnor penod credat adjustment ol $9.5 million reflected on the 

6 September anvoice Actual QF capac1ty charges were S7 8 m1lhon 

7 lower than projected pnmanly duo to the hct that ICL d1d not declare 

8 commercial operallon 1n September as onganally estJmatE1d Revenues 

9 from Capaoty Sales wero SO 6 million higher than proJected due to 

10 higher than projected Oppooumty Sales as a result ol the hot weather 

11 throughout the Southeast 

12 

13 o. 
14 A 

15 

16 

What was the variance In Capacity Coat Recovery revenues? 

As shown on line 13. aaual Capaoty Cost Recovery revenues. net or 

revenue taxes. were S6.0 million h1gher than the estJmated/actual 

proJectlon This ancrease was primaniy due to h1gher Junsdtctional 

17 kWh sales than proJected Junsdtctlonal sates were 1,259 358,636 

18 kWh (3.2%) h1gher than est1matedlactual proJectJc"l 

19 

20 a. 

21 A. 

Ooos tnls conclude your testimony? 

Yes. 11 does 

11 
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14 
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16 

17 

18 

a. 

A 

a. 

A 

Q. 
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a. 

A. 

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

FLORIDA POWER & LIGHT COMPANY 

TESTIMO:-.JY OF BARRY T. BIRKETT 

DOCKET NO. 960001·EI 

January 22, 1996 

Please state your name and address. 

60 

My name 1s Barry T . Birkett and my bus1ness address is 9250 West 

Flagler Street, M1aml. Flonda 33174 

By whom arc you employed and In what capacity? 

I am employed by Flonda Power & Ughl Company (FPL) as lhe 

Manager of Rates and Tariff Administration. 

P.ave you prevtously testified in this docket? 

Yes.lha"e 

What Is the purpose of your tosUmony? 

The purpoSf> of my teslllnony is to present for CommiSSIOn revtew and 

approval the fuel factors and the capaoty payment factors for the 

Company's rate schedultts, l'lciUdtng lhe T1me of Use rates for lhe 

penod Apn11996 through September 1996 The calculation of the fuel 

factors ts bas~ on projected fuel cost and operat.onal data as set 

forth ., CommtSSIOO Scnedules E 1 through E 1 0 H 1 and olher extublts 

1 
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I 
I 
I 

I 
I 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

23 

a. 

A 

6 1 

filed 1n th1s proceed.ng and data prev1ously approved by the 

Comm1Ss1on I am provid1ng updated proJecllons of avo1ded energy 

costs for purchases from small power producers and coger.erators 

and updated ton year proJCCllon or Florida Power & LIQht Company's 

annual generation m1x and fuel prices 

In addtbon. my tesbmooy pre~nts the schedules necessary to support 

the calculat•on of the Estimated/Actual True-up amounts for l'le ruel 

Cost Recovery Clause (FCR) and the Capaoty Cost Recovery 

Clause(CCR) for the period' October 1995 through Mc:rch 1996 

Have you prepared or caused to be prcparud under your 

d irection, supervision or control an exhibit In this proceeding? 

Yes. I have It cons1sts of v~nous schedules 1ncluded tn Append•ces 

II. til. and IV Appendtcos II and Ill conta•n the FCR related schedti!.:.> 

and Appendix IV conta1ns the CCR related schedules 

Appendtx Ill conta1ns I he Comm1ss1on Schedules A 1 through A9 for 

October through December 1995 These schedules w~re prepared by 

• 
vanous departments tncJud1ng Power Supply, Rates. Power 

Generation and Accounr•ng and present a monthly companson 

btl\•.-een the on~1na1 prOJCCllons and the actu:ll genera11on, sales and 

fuel costs for the three months 

2 



62 
a. What Is the source of the data which you will present by way of 

2 testimony or exhibits in thla proceeding? 

3 A. Unless otheiWise andacated. the actual data 1s taken from the bOOks 

4 and records of FPL The books and records are kept tn the regular 

5 course of our busaness In accordance wath generally accepted 

6 accounbng pnnciples and practices and provtslons of the Uniform 

7 System of Accounts as prescribed by thts Comm•sston 

8 

9 FUEL COST RECOVERY CLAUSE 

10 

11 a. What Is the proposed lovellzed fuel factor for which the Company 

12 requests approval? 

13 A 2.071¢ per kWh Schedule El, Page 3 of Appendix II shows the 

14 calculation of this stx-month leveltzed fuel factor Schedule E2. Page 

15 10 of Appendix II indicates the monthly fuel factors for Apnl 1996 

16 through September 1996 and also the soc-month teveltZed fuel factor 

17 for the period. 

18 

19 a. Has the Company developed a six-month levellzed fuel for its 

20 Time of Use rates? 

21 A Yes Schedule E1·D. Page 8 o! Appendtx II provides a s•x-month 

22 levelized fuel factor of 2.322¢ per kWh on-peak and 1 941¢ per kWh 

23 off-peak for our Ttmo of use rate schedules 

24 
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12 
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14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 
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A 
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Were these calculations made In accordance with tho procedures 

previously approved in this Docket? 

Yes, they were 

What adjustments arc Included !n the calculation of the six­

month lovellzed fuel factor shown on Schedule E1, Page 3 of 

Appendix II? 

As shown on rrne 28 of Schedule E 1. Page 3, of Appendrx II the 

estimated/actual fuel cost underrecovery for the October 1 g95 throt.gh 

March 1996 period amounts to S64,538, 189 Th1S estimated/actual 

underrecovery for the October 1995 through March 1996 paned plus 

the final underrecovery $33,181,566 for the Apnl 1995 through 

September 1995 penod results rn a total underrecovery of 

$97,664,026 Thrs amount, drvtded by the pro)a<..ted retarl sales of 

40.&89.121 MWH for Apnl1996 through September 1996 results 1n an 

increase of .2389¢ per kWh before applicable revenue toxes In hts 

testimony for the Generahng Performance Incentive F<'tctor, FPL 

Witness R Silva calculated a reward of S2 159,086 for the penod 

endmg September 1995. to be applied to the Apnl '996 through 

September 1996 penod Thrs S2 159 086 drvrdod by !he proJecteC 

reta•l sales of 40.889,121 MWH dunng the prOJCCted penod. results rn 

an inaease of . 0053~ per kWh 31; shown on line 3:.> of Schedule E 1, 

Page 3 of AppendiX II 

... 
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Please explain tho calculation of the FCR Estimated/Actual True­

up amount you aro requesting this Commission to approve. 

Schedule E1 B. Page 5 of AppendiX II shows the calculatiOn of the 

FCR Estimated/Actual True-up amount The calculation of the 

es!Jmatedlactual true-up amount for the Cctober 1995 through March 

1996 IS an underrecovery. 1nclud1ng Interest. of $64,536,189 (Column 

7, fines C7 plus C8) Th1s amount. when combined With the F1nal True­

up underrecovery or S33.181.566 (Column 7 line C9a) deferred from 

the penod o.pnl 1995through September 1995, presented 1n my F1nal 

True-up testtmony filed on November 15, 1995, results in the End of 

Period underrecovery or $97,684,026 (Column 7, ltne C11) 

Pursuant to CommiSSIOn Order No PSC-95-1089-FOF-EI thiS 

S97 ,684,026 underrecovery tncludes the 011 Backout overrecovery of 

S33,729 for the pcnod through September 1995 The order states that 

·cost recovery through :he oil backout cost recovery clause, which IS 

currently a rate of 012 cents per kWh. Will cease wuh the ftnal btlhng 

cyde tn September 1995 Any rematntng true-up amount related to 011 

backout costs through September 1995 Will be recovered or refunded 

as a one t1me line 1tem adJUStment to fuel costs through the fuel and 

purchased power cost recovery dause dunng the penod April 1, 1996 

through September 30. 1996 

Th1s schedule also prov1dos a summary fll thtJ f ucl and Net POWE" 

5 
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TransactJons (lines A 1 through A7), kWh Sales (lines 81 through 83), 

Jurisdictional Fuel Revenues (line C1 through C3), the True-up and 

3 Interest calculation (hnes C4 through C10) for this period, and the End 

4 or Period True-up amount lhne C11) 

5 

6 The data for October through December 1995, columns (1) through (3) 

7 reflects the actual results of operations and the data for January 

8 through March 19S6, columns (4) through (6), are based on updated 

9 est1mates 

10 

11 The vanance calcula~on of the Estimated/Actual data compared to the 

12 original projections for the October 1995through Marct.1996 penod 

13 is provided in Schedule E1-B·1, Page 6 of Appendix II 

14 

15 As snown on hne AS, the variance in Total Fuel Costs and Net Power 

16 Transactions IS S75 9 million or a 13.0% increase This varian".e is 

17 mainly due to a 20 0% increase 1n Fuel Cost or System Net 

18 Generation as shown on line A1a 

19 

20 The true-up calcula tions follow the procedures established by this 

21 CommiSSIOn as set forth on Comm1sS1on Schedule A2 "Calculatlon of 

22 True-Up and Interest Provision" filed in this proceeding in Appen~l.< Ill 

23 

24 CAPACITY PAYMENT RECOVERY CLAUSE 

6 
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a. 

A. 

66 

Please describe Page 3 of Appendix IV. 

Page 3 of Appendtx rv provtdes a summary ot the requested c.apactty 

4 payments tor the projected period of Apnl 1996 through September 

5 1996. Total recoverable capacity payments amount to $160,561 ,638, 

6 and include payments of $107,102,004 to non-cogenerators and 

7 payments of $1 50,874,748 to cogenerators Th1s amount is offset by 

8 revenues from capaCity sates of $1,910,161 and $28,472,796 of 

9 junsdtcllonal capac•ty related payments tncluded •n Base Rates plus 

10 the net overrecovery of $62,546,424 renected on hne 8 The net 

11 overrecovery of $62,546,424 mcludes tho ltnal overrecovery ol 

12 $23,587,130 for the Apnl 1995 through September 1995 pertod less 

13 the esiJmatedlactuat overrecovery of 38,959,291 for the October 1995 

14 through March 1996 penod 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

a. 

A 

a. 

Please describe Page 4 of Appendix IV. 

Page 4 of Appendix IV calculates the allocalton factors for demand 

and energy at penerabon The demand allocatton factors are 

calculated by determtntng the percentage each rate class contnbutes 

to the monthly system peaks The energy allocators are calculated by 

determtntng the ocrcontagc each rate contnbut"S to total kWh sales. 

as adJUSted for losses. for each rate class 

Please describe Page 6 of Appendix IV. 

7 
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a. 

A. 

a. 
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67 

Page 5 of Appendix IV presents the calculatJon of the proposed 

Capactty Payment Recovery Clause (CCR) factors by rate cla!:s 

Please explain the calculation of the CCR EstimatedJActual True­

up amount you are requesting this Commission to approve. 

Appendix IV, page 6, shows the calculatton or the CCR 

Estimated/Actual True-up amount. The Esttmated!Actual True-up for 

the penod October 1995 through March 1996 IS an overrecovery 

includtng interest, of $38,959,291 (Column 7. lines 14 plus 15} This 

amount, plus the Final True-up overrecovery of $23.587,130 (Column 

7. hne 17) deferred from the penod Apnl 1995 through September 

1995, presented m my Ftnal True-up testtmony filed on November 15, 

1995. results tn the End of Penod overrecovery of $62.546.424 

(Column 7. line 19) 

Is this true-up calculation consistent with tho truo-up 

methodology used for the other cost recovery clau11es? 

Yes It is The calculation of the true-up amount follows the procedures 

established by thts Commtsston as set forth on Comm:ssion Schedule 

A2 "CalcUlation of True-Up and Interest Proviston" for the Fuel C..>st 

Recovery clause 

The resulting overrecovery or S82,546,424 has been tnduded tn the 

calculation or the Capactty Cost Recovery factor for the penod Apnl 

a 



6 8 

1 1996 through September 1996 

2 

3 a. Please explain the calculation of the Interest Provision. 

4 A Appendix IV. page 7, shows the calculation of the mterest proviSIOn 

5 and follows the same methodology used in calculatmg the interest 

6 provision for the other cost recovery dauses, as ;Jreviously approved 

7 by thi:> Commission 

8 

9 The interest provision Is the result of muiUply1ng t.he monthly average 

10 true-up amount ~ine 4) t1mes the monthly average :nterest rate (hne 9) 

11 The average interest rate for the months reflecting actual data ts 

1~ developed using the 30 day commercial pape• rate as published in the 

13 Wall Streel Journal on the first business day of the current and 

14 subsequent months. The average interest rate for the projected 

15 months is the actual rate as of the first business day 1n December 

16 1995. 

17 

18 a. Have you provided a schedule showing the variances betwoen 

19 the Estimated/Actuals and the Original Projections? 

20 A Yes Appenelt)( N. page 8 shows the Estimated/Actual capaoty 

21 charges and applicable revenues compared to the ong1nal proJect1ons 

22 for the penod 

23 

24 a. What Is the variance related to capacity charges? 

9 



1 

2 

3 

4 

5 

6 

I 

8 

9 

10 

11 

12 

13 

14 
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16 

17 

18 

19 

20 

21 

22 

23 
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A 

a. 
A 

a. 

A 

C9 

The vanance related to capaCity charges ts a S31 4 mt!hon decrease 

Th1s vanance IS pnmanly due to a S23.3 mllhon decreast~ 1n Ouahfy1ng 

Fac1ht1es (OF) CapaCity Charges Th1s decrease 1S pnmanly due to 

the induston of the lndtantO'WI'l Cogeneration Limited (ICL) Contract of 

S1 8 6 million tn t~ngtnal projections for October 1995 and November 

1995 when commerCial operatJcns were not declared until December 

1995 In addtiJon. the Okeelanta Contract of S4 5 mtlhon was 

mcluded 10 anginal pro)ectJons for January 1996 bul has now been 

scheduleo for June 1996 

What Is tho variance In Capacity Cos: Recovery rovonuos? 

As shown on line 13, CapaCity Cost Recovery revenues net of 

revenue taxes. are now estJmated to be S6 6 million htgller than 

onginally prOJected . Thts mcrease IS pnmanly due to h1gher 

JUnsdtctional kWh sales Junsdictional sales &re now estimated to be 

746, 170,577 kWh (2 1%) htgher than originally projected 

What effective date is the Company reques ting for the new 

factors? 

The Company IS request1ng that the new factors become effective v11th 

customer btlhngs on cycle day 3 of Apnl 1996 anu contmue through 

Customer btlhngs on cycle day 2 of September 1996. ThiS Mil provtde 

for 6 months of btlhng on the.;e factors for all our customers 

10 
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a. What will be the charge for a Residential customer using 1,000 

2 kWh effective April1996? 

3 A. The total res1denbal bill. exdud1ng taxes and franch1se. for 1.000 kWh 

4 will be $75.64. The oase bill for 1.000 res1dent1al kWh is $47.46. the 

5 fuel cost recovery charge from Schedule E1-E. Page 9 of AppendiX II 

6 for<~ res1denbal customer is $20.75, the Conservation \ .harge 1s $2.09. 

7 the Capaclly Recovery charge JS $4.42. the Enwonmental Cost 

8 Recovery charge 1s $.15 and the Gross Receipts Tax 1s $.77 A 

9 ResidenUal Bill Companson (1,000 kWh) IS presented in Schedule 

10 E10. Page 34 of AppendiX II. 

~ 1 

12 a. Does this conclude your tettlmony. 

A Yes. 11 does. 

11 



I 
J 

I 

f 

r 
l 

3 

4 

~ 

6 

7 

8 

9 

to 

11 

Jl 

13 

14 

JS 

16 

17 

II 

19 

Q. 

A. 
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A. 

BEFORE THE PUliUC SOt VICE COMMISSION 

FLORIDA POWER & UGHT COMPANY 

TESTIMONY OF R. SILVA 

DOCKET NO. 950001-El 

NOVllMBBR 17, 1996 

Pleue etate your name and bu•lnN• adctn•-· 

My name it Rene SUva and my butinell addn11 it 92.50 W. Flagl~r 

Stred, Miami. FloridA 33174. 

Mr. SUva, would you pleue etale your preeent po1ltion with 

Florida Powt'r and Ught Company (FPL). 

I am the Manager of Fotteuting and Re3ulatory Reepo118e for the 

Power Geneution Buaine .. Unit of FPL. 

Mr. SUva, have you pn!vlou•ly had teetimo.1y pn!lented in thia 

.tocbt7 

Yee,llave. 

Mr. SUva, what l1 the purpoee of your ltstiJnony7 

The purpote o! my teet!mony it to preeent the actval performance 

retulll for the Eqtdvalent Ava.lhbllity Factor (EAF) and Avt'rr&~ 

Net Opt!utins Heat Rate (ANOHR) !or the twenty (20) unill u-ed 

to detei"D'lne the Genrnting Performence Incentive Factor (GPIF) 

and to compin! thue actuAl reeulll to the tars••• that wen' 
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16 

17 

18 

19 

20 

21 

Q. 

A. 

Q. 

A. 

Q. 

approv~ in Commitlion Order No. PSC-9!Hl450-FOF-EI i.,ued 

MIJ't'h 31, 1995 for the period April, 1995 through Septembu, 1995. 

On the buia of thla comparilon, I haVf nlculatt•d an Incentive 

amount for the pt'riod. 

Havt you pftpared , or c:auted to havt' pn!pared undu your 

dindion, 1upervlaion or control. an exhibit in lhi1 proc:uding7 

Yq, I have. II con•lttl oC ant' document. Pagt' 1 of that documt'nl 

Ia an Index to lhr contt'ntl of the document. 

What iJ the incenlivt' amount you have calculated for the period 

April, 1995 through Septt'mb-r, 1995? 

I have calcwated a GPIF ftWard of S 2,159,()66. 

wru you pleue t'Xpla.in how lht' ftWard amount it calcuated7 

The ltt'pl i11volvt'd in making thil calcu.lallon are contdnrd !n 

Doc:umt'nl No. 1. Pagt' 2 of Doc:umt'nt No. 1 it the GP(f 

Rewar4'Penalty Table (Actual) and 1how1 an oVt'rall GP(f 

performa.oct' point value of +2.4120 whic.'"t cortt'lpood.. to a GP(f 

rt'Wan:l of S 2,15!1,1)86. Po~gt' 3 it the lalctdo~tion of tht' ma.xi::tum 

allowt'd incentive doll1.111. The cakul&lion of the .yltem actual 

GPIF ped'orm.a.Jice ie ehown on pagt! C. Th.iJ past! liltl uch uni•, 

lht! paforma.nC"I! indlc.ton (ANOHR a.od CAF), lhr wel3hJng 

farton and tht' a.,oc:i.ttt'd GPIF polnl.l. 

l 

7'1. 
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16 
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Q. 

A. 

73 

Past 5 II the actual EAF and adjutlmrnta aummuy. lltia p.ase U.ta 

each of tlu twuty (20) unJta, the actual outast' !.actnn and thf 

actual EAF lo colum11.1 1 through 5. Column 6 II the .adju1tment 

for plan.oed ouuse variation, whkh llahown on past 6. Column 7 

II the .adjuated actual I!AF a.od Columu 8 ia tht' tarzet EAF. 

ColWDD 9 conlaill.l the Genmatfns Prnormance Incentive Pointe 

lot availability u determined from thf tablet aubmJHfd to a.od 

approved by the CommJnlon prior to the mrt of the period. 

Thflf ublu 1ft 'hown on pasn a Uuoush 27. 

Pase 7 ahowa the adju•tmtnll to ANOIIR. For each of the twenty 

(20) unita, It ahow• the tarzet heat rate formula, the actual Nl'l 

Output Factor (NO F) a.od th~t actual ANOHR lo colum11.1 1 through 

4. Since hut rate varie1 with NOF, It II ntceNU)' to determine 

both the tugel a.od •ctual heat ratn at the llll'lt NOF. Thill 

adjUJtmeot II to provide a common bull for compariloo purpoae• 

and llllhowo uumerically for each GPIF unit lo column1 5 throu&h 

8. CoiWDD 9 cootalol thr Geamati.D3 Pmorm.a.nu lnctntivt rotnta 

that have been determlard :from the table •ubmJHt'd lor uclt unit 

and approved by lhe CoauniNion. Thne nme table. Ulf thown 

on pagH 8 through 27. 

Are thn"t any clta.ogr• to the target• approved through 

CoauniNion Order NO. PSC-9S-CMSO.FOF-EI 7 

No, the approved targrt. have oot cha.ostd. However, the actu.U 

avaUabillty (EAF) of St. Lude UnJ.ta No. 1 &Dd :Z. utt'd In the 

3 



~ 7 4 

' cA!cuhtion of th~ CPJF, bav~ bern adju.tfii to compenute for th~ 

l 2 lou in un.it avaU.bllity rHuJ.ti.ns from externally cauHd neola 

l 
3 during the montht o! July and Augu.t, 1995. 

• Q . Ca.n you d~be theee ex1~maUy cauaed evrnll? 

l 5 A. Yu. On July 9, 1995 a vehJcl~ unlawfully entned FPL prop~rty. 

6 Th~ vehJclr ttOaaed the bertl'l and drovr Into thr clJtchars~ canal. 

r 7 The vehJclr aank and became Jnd&ed In tht cliKharge pipe 

8 dehyiQ& the aWtup of St. Lude Unit 1. On Au&IUt 1, 1995 thr 

r 9 approach of Humcane Eritl at the St. Ludr Plant cauaed FPL to 

l 10 remov~ both un.ita from aervke. FoUowln& th~ pa11ing of 

II Hwrican~ Erin, St. Lucie Unit 2 wu retumrd to •~rvll:~. St. Luci~ 

I 12 Unit t'a return to arrvice wu Initially drlayed by thr !allure oC a 

13 Reactor Coolant Pump SuL 

~ u 

t 
15 Q. Bow wu the ad\lal EAF of St. Ludt UnJt No.1 and 1 aHKted by 

16 the external evenla7 

~ 17 A. Th~ full forcfii outa&e hoiU'I eDCounlrM by rach unit during 

18 tho~ ~"·~nta have been removed from the total rqulval~nl forced 

r 19 outage hoiU'I for th~ ApriL 1995 throusfl Srpttmbrr, 1995 period. 

I 
20 CoMilta.nt with prior occurancea of extUDAlly cauard n~nla, the 

11 period hoiU'I have a1ao bun adjuatfii by thr numbel" o! Cull forced 

1 22 outase houn cauaed by the vet~ evrata. Thr Adjutt~d Ad\lal 

lJ EAF for both St. Lude UnJla han bun rrcalculated with thr 

I 14 adjuated outa&r houn and pmod houn. 

~ 
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2.4 

The eqwvalt-nt fenced Oltuse houn for Sl Lude Unit No.1 wu 

!'l'ducrd by 31(.2 houn for the t~vent c.tuiC'd by thr vehicle In tht 

dJKJiqe anal and 21.0 hou.n for Hunicane Erin. The totAl 

t-quivalent forced outqt- boun wert' reduced ~ 61.2 houn from 

1537.C equJvaJrnt forcrd outqt~ hou11 to 1476.2 boun. Thr perlnd 

hou.n for St. Lude UnJt No. 1 bne aJ.o been adju.ted by 61.2 

ltOUII from 4391 hOUI'I lO CJ29.8 houn. 11U' equJvaJent forced 

out~ge hoUI'I for St. Lude UnJt No.2 havt~ been reduced by 71.3 

bou.n for llurricane Erin from 14t.2 equivalt~llt Corced ont•gr 

hoUII to 72.9 houn. Tht~ petlod houl'l for St. Ludr Urut No.2 have 

alto bH11 adju1ted by 71.3 ho&ll'l from 4391 hout'l to C319.7 hout'l. 

Slnce tlrtemaUy c.tUHd event• art unp!'l'dktable, neither Jo'PL nor 

the cuttomer 1hould be ~n&J.lud for the rHullil'~ lolll!l !n 

availability. The IONu In availability rnu1tin& from thtte 

t-xtun&l.ly auted event. hu been exchuJ~ from the akubtiont 

of the EAf durins the April. 1995 throuJb Septembt>r, 1995 period, 

and will be excluded from tht~ calculatiotaa ~donned to determine 

futu!'l' avaJlabWty t.us~ forSt tude Unit No.1 and 2. 

Q. Mr. SUva, will you expWn thr primary l'l'.UOn or l'l'AIOn• why FPL 

will bt> rewarded under the CPIF for the period period April, 1995 

throush September, 1995? 

A. Vee. The primary !'l'Uon thlt FPL will receive a rew&rd for the 

pu~od wu U.st Turkey Poillt Nucleu Unit 3, Tu.rkey Point 
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Nuclur Unit C and St. Lude Nuclur Unit 21ud bt'ttrr avaihbility 

than wa1 proJtctcd. 

Q . Mr SUva, would you pleue tummarlu the pnt'ormance o( FPL'• 

nuclnr unJt availability 1 

A. Turby Point Unit 3 opuah:d at an adjuated actual EAF of 89.1"/o u 

compared to it• ta.r&et o( 85.1o/a. 1'bJI wUI rHull in 1 +10.00 point 

reward wbkh com•ponclt to 1 GPIF ~ward of 5 929,323. 

Turkey Point UnJt C opented at an ldJu•ttd utual EAP o( 99.2% u 

compared to It• ta.r&et of 93.1•/o. Th1t will re~ult In a , !0.00 point 

~ud which corre~pondl to 1 GPIF ~ud o( 5 1,1)&8,982. 

SL Lade Unit 1 operated at an adjlllted actu&l EAF of 65.9% u 

compand to Ita tU~et of 93.Wo. Thl• will ~ .. 111 in a -10.00 polr.t 

penalty which co~ndl to a GPTF pt'Dalty of ( 51,.347 ,693). 

St. Lune UnJI 2 openlt>d at an adjuated actual EAF of 96.3% u 

compand to lbl tugd of 83.3%. Thi1 will re~ult in a +10.00 point 

~ward which corre•pond• to 1 GPIF reward of 51,019,.552. 

The toW GPIF ~ud (or the nuclear unJbl' avdlabllity 

performance u 51,710,16f. 

6 
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Q. 

A. 

Mr. SUva, pleue eummariz.e the nuclear unile pmorr.unce 11 It 

rrlatet to the ANOHR of the unit.. 

Turkey Point nucJur unit 3 operated with an adJu•ted actual 

ANOHR of 11190 BTU/KWH which wu poore than proJrctrd by 

57 BTU/KWH. 11UJ ANOIIR is wlttun :t 7S BTU/KWH of the 

projrcted tarset , therrfore there u no CPIF n?Ward or penalty. 

Turkey Point nuclear unit 4 operatrd with an adjuetrd actual 

ANOBR of UU9 BTU/KWH whkh wu beHu than proJected by 

69 BTU/I<WIJ. 1'hJJ ANOHR Is wfthfn :t 75 BW/KWH of the 

projected tarset, themore there u no CPIF reward or penaity. 

St. Lude nuclrar unit 1 operated with an adJuetrd actual A.NOHR 

of 10915 BTU/I<WH which wu poorer than projrctrd by 63 

BTU/I(WH. 'l"hh A.NOHR is withJn ± 75 BTU/KWH of the 

projrcted tarset , them ore there le no CPIF reward or pualty. 

St. Lude nuclear unit 2 op~trd with an adj~ actual ANOHR 

o( 11063 BTU/KWH which wu poorer than projrctrd by 186 

BTU/I(WH. This will re~ult in a -9.60 point penalty which 

coJTMponda to a CPIF penalty of (S2Sf,900). 

Thr total prnalty for the nuclrar unit.' hut ratr puformance f• 

($254,900). 

7 

71 
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I 
Q. Mr. SUva, what wiJJ the total GPIF Incentive ~ward be for the PPL 

~ 2 nuclear unit• for EAF &nd ANOHR7 

J A. S1,455,26f. 

4 

s Q. Mr. SUva, woald you pleue aummari.u the performance of FPL'• 

6 foail unitt7 

7 A. The perform&n« of the •ixteen (16) fo11iJ un.ltt Included in the 

• GPIF for the period of ApriJ, 1995 th.rou&h Stplembtt, 1995 will 

9 receive a total combined GPIF reward of 5703)122 for EAF and 

10 ANOHR. 

1l 

t 12 Eleven {11) of the unJtt prrformM better lb&n their avaihbility 

13 ta.rgeu, while the n!mainiog five (5) prdormed poon!r than their 

I 14 ta.rgeta. The combined foaiJ unit av.U.bility pedormaDCe w¥.11 

IS n!.Wt in a GPIF reward of 5322_170. 

16 

17 Teo (10) of the unit. operatcod with ANOHR'• that •ten! becter than 

18 projedH and ~ (3) unib operated with ANOHR'• that Wen! 

r 19 poorer th&n proJected. The n!mainlns lhrH (3) unJtl wen! within 

l 
20 the + 75 BTU/KWH dead band &nd they will receive no aocrntive 

l l n!Ward or peralty. The combined foalil unit heat rate performance 

~ 22 will ~ult in a GPIF n!'Ward of $381,()52. 

23 

I lA Q. Mr. SUva, doea th!. conclude your tt'ftlmony7 

~ 
lS A. Yea, It doea. 

I 
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Q. Pl~ue •tale your name and bulne~~ addrHJ 

Q. 

A. 

Q. 

A. 

Q. 

A. 

My name IJ R~n~ Silva •nd my bualaeaa addrua iJ 9250 W. Fla~tlcr 

Str•rtt, Miami, fllortda JJ 174. 

Mr. Silva, would you pleas~ 11a1~ your prnenc poJitlon with Florida 

Powrr and Ugbc Company (FPL). 

I am tbc Maugrr of ForHUUIJI and Rqolacory RnpoDU for tbr 

Power ~aeration Bualneu Unlc of fl'L. 

Mr. Silva, bave you pm1oUJiy bad catlmony presented In tbb doduc• 

Ves,l bavr. 

Mr. Sliva, wbat b tbe purp~ of your Cntlmon}? 

Tbc purposr of my cntlmon)' IJ co present Chr lllf'1:tl unit average nee 

operatln~: beat racn and care~• onlc rqulvalrnc availabilities for cbr 

period April, 1996 cbrongb Stpcrmbcr, 1996, for UJr In decennlolog tbe 

G~nrracJna Prrfonnane~ loreollve Factor (CPIF). Tbe lrnpronmenc 

and dqradacJon ru,g~ for rub performance lodleacor b also 

presented In tbiJ testimony. 
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Q. 

Q. 

A. 

Q. 

Mr. Silva ~Jd you please summ.ariu wbal tl!c FPL rystem tvcetJ are 

for Equivalent Availability Fsctor (EAF) and Avera&e Net ()pcntin& 

Ueat Rate (ANOJiR). 

FPL projecu a wei&}lted system eqwvale:nt plan.oed outa&e factor of 

11.4-lo and a wei&bted ayltem eqwvalenl unplanned oula&e fador of 

9.3*1• which yield a wei&hled J)'stem eqwvalent avalJabllhy or 19.3•! •• 

This tAfld i.odudts the rd'uelinc of two nudnr unitJ durin& the April, 

1996 tbrouah Stptembcr, 1996 period. FPL abo projecta a wei&hted 

sy~taD averacc net operati4& but rate of 9391 BTU/KWH. A• 

discuued In lAter iD thU testimony, chest laftdJ ~raa~t fair and 

reasonable valuea wbea compared to historical data , J therefore Ilk 

that the t1raetJ for these pcrfonnanu i.odicaton and the rupcd:ive 

improvemcntldqradation ranaea i.o my teatii!I011)' be approved by the 

Commission for FPL. 

Have ycu prtpared, or caused to have prepared undct !'Our direction, 

supervision or eontTOI, an exhibit in thU procccdine7 

Yes, I have. It c~lllisu of 'IDe OOCWJXDt. The lint pa&e of thU document 

is an iodu to the contents of the document. AU other pacea are 

numbered accordi4& to the latest revisions of the CPIF Muual 11 

approved by the Commission. 

llave you eatabUshed t.araet leveb of perfonnance for tht units to be 

considered In eatablisbi.o. the GPIF for FPL 1 

l 
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Yes, I hne. Document No. I, PIICS 6 and 7 contain the information 

rummarizlna the turct• and ranatt for unit eq~;ivalrnt nallabUity and 

averaae ott operalina heat rates for the nineteen (19) aenuatin& unlts 

wbith FPL propores to ha· e consideR<~. Tbae Jhccts were prepared in 

accordance with the latest rt'Visions or the CPLF Manual, nttpt that, for 

conaistency with prt'Vious CPIF ftlinp, it it oeccnary to divide the 

format of Sbect 3.505 of tbe CPIF Muual into two sbcc1s. AU of ~ 

taraeu havt been derived ulilidna metbodolopea 11 adopled in Section 4, 

Subsection 2.3 or the GPIF Manual. 

tile11e IWilmariu FPL's mctbodoloar for dtltnnininz equinltnl 

availability tuteu? 

The GPfF Manual requires tbat tbe equivalent availability tared for 

each unit be determined II the difference between 100°/o and the IIIJD or 

the Planoed Outaae Factor (POF) and the UnplanDed Outaae F11,tor 

(UOF). The POF for each UOII is determined by the len&tb or the planoed 

ouuae dllriDil: the projected period. The CPIF Maollal also requJra that 

tbe sum or the moll recent t•dve month tndul& nerace for•~ outaee 

factor (FOF) ud maintenance outqe factor (MOF) be wed 11 the 

startina value for the determination or the uraet llOplanoed outar;e fattor 

(UOF). The UOF is tben adjusted to reflect recast monthly performuce 

and knotm modifi~:atioa1 or chao&es in equJpmenL 

f'or most unltJ in the GPIF thlJ adjUIUIIall iJ usu&!Jy done for uuiu 

wblch had or are forcc.ut to havt pla.nned outac-:a. When • urut it In • 
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planned outa&~ at at~ th~ unit e:anoot incur an unplaMed outa&e. For this 

ruaon, when historical data, which coouina a planned outa&c, is UKd for 

dev~Jopln1 llrltla, I he IJOt will IH' Jo~tr thin lr the unit had OJl(ratrd 

the entire period. To account for this, t.he historical UOF ia illcreaud in 

proportion to thr planned outa&e duration for that period Similarly, if a 

unit is forecut to have a piAIIDtd outap in the projtttion period the 

adjuncd historical UOF will be hi&ber than il mould beu&&K it will not 

b-t apoltd to uopiAIIDed ouuaes for the eotire period. In this case the 

UOF is reduced in propor1ioo to the forecast planned outaae du ratiol'. 

Mr. Silva, w~n th~ EAF taraeu for the GPJF unita det~nnined ualna the 

methodoloc as described in the CPJF Operatina Manual? 

Yes. 

How did you .sded the units to be considend when esubU.Iwlalhe GPIF 

fJr FPL? 

'The nineteen (19) uoita which FPL propo~e~ to use represent the tup 

84.58•1. of the foreclll J)'Jtan net ~teoeration for the April, 1996 throullb 

September, 1996 period. 'TbeJe uoita ,.ere I elected ill accordance with 

the GPIF Manual Section 3.1 uain& the estimated net J:t:Mration for each 

unit takm from the production cortin& t:imulation prc.aram POWRSYM, 

which fonru the buis for the proj«ted lneliud fud cou r«ovuy factor 

for the period. 



Q. · Mr. Silva, (rom lhr htll rate ll'ldl ud tquivaltnl avaJiabilily ran&e 

2 projectioru, do F'PL's &eJltration puformanu car~J represml a 

l reasonable level of efficiency? 

.a 

~ 

6 

7 

II 

9 

10 

II 

A . 

Q. 

A. 

Va. To fully apprec:iate why chae car~:m an: reaJonablc:, and in 1ome 

usa ambltioUJ, It would be neauary to dilcuss the devdopmcnl of both 

the but race ud avail•bility C.'lCU for etch of the oanet«n (19) uniu L., 

tht GPIF. However, a ltu ri&oroUJ approach of comparln& "'ti&bted 

system valutl or that urzeu to lctual valutl for prior periods ...-ill 

provide a valuable iruj~:hc into the appropriat.cnaJ of the tl'ldS. 

D0e1 chiJ condude your testimony? 

Va, iC doa. 
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DEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

FLORIDA POWER • LIGHT COMPANY 

TESTIMONY OF RENE SILVA 

DOCKET NO. 960001-EI 

January 2 2 , 1996 

Please state your name and address. 

!1y name is Rene Silva . My business address 1s 

9250 W. FlaglP.r Street, !oliami, Florida j3174 . 

By whom are you employed and what ia your 

position? 

I am empl':lyed by Florida Power & J,ight Company 

(FPL) as Manager o[ Forecasting and Regulatory 

Response in t he Power Gener ation Business Unlt. 

H~ve you previouoly testified in this docket ! 

Yes . 

What i s the purpose ot your testimony? 

The purpose of my testlmony is to present and 

explain FPL's projections for (1) dispatch costs 

of heavy fuel oiL light tuel oil, coal a.1d 

natural gas, (2) availability of natural gas to 

FPL, (3) 9•"'nerar:in9 unit IH~at rdtes and 

1 
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availabilities, and (~) quan~ities and costs of 

interchange nnd other power ttansactions . These 

prcjected values were used as input values to 

PO'IlRSYM in the calculation of the proposed fuel 

cost recovery factor for the period April 

through September, 1996 . 

Q. Have you prepared or caused ~o be prepared under 

your supervision, direction and control an 

Exhibit in tbia pro ceeding? 

A. Yes, I have. IL consists ot pages l through 7 

of Appendix I of Lhis filing. 

Q, Wb4t ore t be key factors tbat could affect FPL ' s 

price tor beavy fuel oil during tbe April 

tbrougb Sept~er, 1996 period? 

A. The key factors are (lJ demand tor crude oil and 

petroleum products (including h~avy tuel oil) , 

12) non-OPEC crude oil production, (3) the 

extenL to which OPEC production matches actual 

demand for O?EC crude oil, 141 the relationship 

between heavy tuel oil and crude oil, and ISl 

the terms ot FPI. · c heavy ! uel oi 1 vuppl}• .tml 

t ranspoz·tat ion contracts . 

2 
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In general, world demand !or crude oil and 

petroleum products in 1996 is projected to be 

moderately higher than in 1995, as a result of 

continued economic growth in Lhe Pacific Rim 

countries. 

On the supply side, tot:al non -OPEC crude 011 

production in 1996 is projected to be slightly 

higher than in 1995 due to increases in the 

North Sea and Latin America. 

It is projected that OPEC production in 1996 

will ma~ch demand for OPEC crude oil . 

Based on these factors 1996 crude oil prices, 

and consequently heavy fuel oil prices, will be 

slightly higher than 1995 prices. 

Q . Wbac is cb.e projecced relacionship between heavy 

fuel oil and crud.e oil prices during the April 

through September, 1996 period? 

A. The pric~ of heavy fuel oil on the u. s. Gulf 

Coast (1.0% sulhJrl is projected to be 

approximately 77% ot the price oi \•lest Texas 

Intermt:dl.ate (vJTI 1 crude oil. 
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Please p~ovi~e PPL'a projection fo~ the dispatc~ 

cost of heavy fuel oil for tho April through 

September, 1996 period based oo FPL's evaluation 

of the koy factors discussed above. 

FPL's projection (or the system av·•raoe dispatch 

cost of heavy ruel oil, by sult ut grade, by 

month. is provided on pag& 3 of Appendix I in 

dollars per barrel. \-/e project that duLing this 

9 period the system average dlspatch cost of hea\~ 

10 fuel oil with a 2 . 5% sulfut grade will range 

11 from $15.42 Lo $17.00 per barrel; that: ot 2.0% 

12 sulfur grade fuel oil will range from $15 . 55 to 

13 $17.07 per bi.irrP.l; that of 1. 0% sulfur grade 

14 fuel oil Wlll ::ange from $15. n t:O Sl7 .12 per . 
15 barrel; and that of 0 . 7% sulfuc gl'<>d~ fuel oil 

16 will range (rom $16.68 to $17.91 per barrel. 

17 depending on the month. 

18 

19 

20 

21 

22 

23 

25 

Q. 

A. 

What are tho key factors that oould affect the 

price of light fuel oil? 

The key factots that affect the price of liqht 

fuel oil <~re similar to thost:: described above 

for heavy fuel oil. Therefore t!:e price of 

ll~ht fu<?l oi 1 is projected t.o he slightly 

higher ir. 1996 than in 1995. 
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Please provide PPL '& projection for tha dispatc h 

ooat o f light fuel oil for the period from April 

through September, 199 6 based on FPL' s 

e valuat ion o f the )t,ey facto r s c1iscussec1 above. 

FPL's projection for the average dispatch cost 

of light oil, by suHur grade, by month, is 

shown on page 4 of ~ppendix I . 

What is the basis f or PPL's projections of the 

c1ispatcb c ost of coal? 

!?PL ' s projected dispat.ch cost of coal .JL 1s 

based on FPL · s price project ion of spot: coal 

delivered to its coa! plants. 

For St . Johns River Power Park (SJRPPl, annual 

coal volumes delivered undet long-term contracts 

are fixed on October 1st of the prevtous yedr. 

For Sherer Plant., the annual volume of coal 

delivered under long-term contracts is set by 

the terms of the contracts . Therefore, t~e price 

o( coal delivered under long term contracts does 

not affec·~ the daily dispatch deci..;ion. '!'he 

dispatch price of coal for each codl plar1t ib 

based on the variable component of the coa: . 
cost, the projecred spot coal pricP. 
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Please provide FPL'R projection fo r the dispatch 

cost of coal f o r the A,pril through ~eptember, 

1996 period . 

FPL's projected system average dispatch cost of 

coal, shown on page 5 of Appendix r. is about 

$1 . 49 per million BTU, delivered to plant. 

Has FPL changed the unit of measurement used to 

report the quantity of coa.i utilized at ito 

Scherer Onit No.4? 

Yes. In October 1995 FPL began t.:o report the 

quancity of coal utilized at Scherer Unll fJo . .; 

in Br~tisn Thermal Units !BTUl, a measure of che 

energy contained in the coal. Prior t.:o that 

Lime, FPL had used tons . a measure of the wejght 

of the fuel, as t he unit of m~ascr~ment . 

Why has FPL made this change tor Scboror Onit 

No.4? 

Because reporting coal quantity in terms of tons 

is impractical due to the fact that FPL 

purchases two types c f coal with very different 

energy contents, measured in British Thermal 

Units 1BTUJ per pound of coal. 
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Specifically, in order to minimize its fuel 

cost. FPL purchase!; bitum1no~:s !Eastern) coal. 

with an energy content of about; 12. 000 BTU per· 

pound of coal, as \<.•ell as sub-bi t•:minous 

!Western) ,-;oa1, wi r.h an energy cont."'llt ot about 

8,500 BTU per pound. 

Because of ::.his grea:: disparity i:-. e:-~ergy 

content, rcportinq coal quantity in • tons ot 

coal purchased• and coal cost in ·s per ton of 

coal• would not provide a practical, mean)ngful 

measure o( the amount of energy used, not of the 

cost of that energv . In fact, any Scherer coal 

data reported in terms of •ton!;" would hav·~ to 

specify the type of coal it referred to, and th~ 

data corresponding to one type of coal could not 

be combined with the data reL1ce(! to the orher 

type because the result would be misleading. 

on th~ other hand. reporti:1g coal quantity in 

BTU· s and coal cost in terms of S pet· BTIJ 

ptovides usc~ ul measures beca~se 811.1 • s report 

the quantity ot energy. · .• :hich is who>t \o.'E! 

ultimately purchase . Therctor·e FFL is uo;.; 

using BTU's to measuce and repott the quantity 

7 
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of energy in the coal and S per BTU to measure 

and report the cost of energy in the coal at 

Scherer Plant . 

What are the !actors that attect YPL's natural 

oas prices during the April througb september. 

1996 period? 

'I'he key factors are ( 1 l domestic natural gas 

demand and supply, (2) foreign naturaJ gas 

imports. (3) heavy fuel oil prices and 141 the 

terms of PPL' s gas supply and transportaL ion 

contracts . 

In general , domestic demand for natural gas 

during in 1996 is projected to be h1gher than in 

1995 due primarily to (1) colrler than normal 

weather in January, 1996, and [2) increased gac 

usage for electric generation throughout the 

year. On the supply side, although u.s. 
production of natural gas and canadian imports 

are projected t o increase moderately in 1996, 

the level of gas stored in inventory at the 

start of 1996 is about 18% lower than the level 

at the beginning of 1995. As indicdted 

previously, heavy fuel oil prices ato projects~ 
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to be higher jn 1996 than in 1995 . 

Based on these factors we project that 1996 

natural gas prices will be highet than 1995 

prices. 

Q. What are the tactors that affect the 

availability of natural gas to PPL during tbe 

April throuoh September, 1996 period? 

A. The key factors are Ill the existing capacity of 

natural gas transportation facilities into 

Florida, (2) the portion of that capacity that: 

is contractually allocated to FPL on a firm, 

•guaranteed• basis each month and (3) the 

natural gas demand in the State of Florlda. 

The current capacity O( natural 

transportation faci lities into the State of 

Florida is 1, 455,000 million BTU per day 

!including FPL's firm allocation of 4ij0,000 to 

630,000 million BTU per day, depending on the 

month). Total demand for natural qas in tht> 

State during the period (including FPL's fi:m 

allocation! is projected to be between 1.190.000 

million BTU pet day and 1, 345 . 000 million BTU 

9 
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Q. 

per day. or from 265. 000 to 110. 000 null ion BTU 

per day below the pipeline's total capacity. 

This projected available pipeline capacity ~ould 

enable FPL c.o acquire and deliver additional 

natural gas, beyond FPL's 480,000 to 630,000 

million BTU per day of firm , •guaranteed• 

allocat ion, should it be economically 

attractive, relative to other energy choices. 

Please provide P'PL' s project ions for the 

dispatch cost and availability (to FPL) of 

natural g~ for the April through September, 

1996 perioc1 based on FPL ' S evaluation of these 

factors. 

FPL's projections of the system average dispatch 

cost and availability of natural gas for the 

April through September, 1996 period are 

prov1ded on page 6 of Appendix I . 

Are the projected d~spatch prices for fue~ oit 

and natural gas for the April through September, 

1996 period, provided in pages 3, 4 and 6 of 

Appendix I, significantly different from those 

for December, 1995 through March, 1996? 

Yes. Prices for fuel oil and natural gas have 

1C 
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risen very sharply since early December. For 

example, che actual dispatch pnce of natural 

gas (delivered under firm t.rar.sportatic..n) on 

January 8 was $3 . 26 por mlllion BTU, compared Lo 

$1.85 per million BTU in late liovember, 1995. 

We anticipate that oil and gas prices will 

remai n high through March, 1 Q96 . These high 

prices .are reflected 1n FPL's calculation of Lhe 

•estimated-actual" component of the proposed 

fuel factor for the projected period. 

Converse:y, our projected fuel oil and natural 

gas dispatch prices for the April through 

September. 1996 period , presented in Appe~dix I. 

reflect our view that when heating demand for 

oil and gas ends. prices o,.1ill aecrease rapidly. 

ror example, the projected dispatch price of 

natural gas (delivered under flrm 

transportation) for April. 1996 is $1.34 pe1 

million BTU. much lower t.han the currenL price. 

Why did o il and gas p ric es rise i n December and 

January? 

Fuel oil and natural gas prices havt> risen 

pnmarily as a resulL of very high demand causea 

11 
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95 
by colder than normal wPather throughout: the 

country . Another contributor to the current 

high price o( natural gas has been the (act that 

the total volume ot natural gas inventoly placed 

in storage throughout the country in preparat1on 

for the 1995-1996 heating season was lowet than 

in previous years. 

In other words, the high market prices of fuel 

oil and natunl gas are a reaction to the 

current weather-driven high fuel demand , as well 

as unr.ertainty regarding both the level ot 

demand during the rest of the winter and the 

adequacy of gas inv~ntory volumes to me"'t that 

demand . This uncertainty will also contribute to 

increased volatility in fuel pr~ces during the 

.1ext few months. 

Row do you intend to address this high level o~ 

uncertainty? 

\•le will continue to monitor developments in fuel 

supply and demand condit1ons, as well as 

movements in the market prices of fuel oil and 

natural gas. If, ptior tt' the time Qf th~ 

February fuel hear1ngs before the Commission, v:e 

• • 
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determine thaL markeL forces will keep Lhe 

prices of fuel oil and\or natu ral gas htghet 

than we have projected for the April thi·ouqh 

September, 1996 period, v:e will present 

supplement<:! tesLimony reflecting our revined 

projections. 

Pleaae describe how you have developed the 

projected unit AverAge Net Operat~g Reat Ratus 

shown on schedule B4 of Appendix II. 

The proJected Average Net Operating Heat Rates 

were developed using the actual monthly Average 

Net Operating Heat Rates and the corresponding 

Net Output Factors from previous October through 

March periods . This historicdl data was used to 

calculate an efficiency factor, or heat race 

multiplier, for each generating unit The most 

recent unit dispatch heat rate curves, modltied 

by the unit's efficiency La ... tors. \-Jere provided 

as input to the POWRSi'l-! model . 

Are you providing the outage factors projected 

tor the period October, 1995 tluougb Marcb, 

1996? 

Yes . This data is shown on page 7 ct App,:-ndix I. 

13 
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Q. How were the outage !accors for chis period 

developed? 

A. The unplanned outage factors \"ere developed 

using t.he accual historical full and parti~d 

outage event data for each ot the un::. r.s . Tlu: 

actual unplanned outage factor of each 

generating unit fot: the previous twelve-month 

period ... :as adjusted. as necessc~ry. to eliminate 

non -recurring events and recognize the: effect ot 

Dlanned outages to a rrive flt the projPtled 

factor for the October, 1995 through Barch, 1996 

period. 

o. Please describe significant planned oucages tor 

the April through sepcember, 1996 period. 

A. Planned outages at our nuclear units are the 

most significant i n relat1on ~o Fuel Cost 

Recovery . Turke~· Point Unit No . ~ is scheduled 

to be out of s~rvice for r efueling from March 1 

until April 22, 1996, or twenty two days during 

the proJeCted period. St . Lucie Un1t No . 1 is 

scheduled to be out of service for refueling 

from Har..:h 26 until May 28. 1996, ot· fifty eight 

days during the period. There ati:! no other 

significant plaoned outages dudng the project<?d 

1-l 
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period. 

Are any changes to PPL • s generation capacity 

planned during the October, 1995 t hrough Marc h, 

1996 period? 

No. 

Are you providing tho projec ted interchange and 

purchased power t:ranoactions forec asted for 

October, 1 995 through March, 1996? 

Yes . Th1s data is shown on Schedules E6. E7, 

E8, and E9 of Appendix II o~ ~his filing. 

In what types of Lnt erchange transactions does 

PPL engage? 

FPL purchases interchange power from olhers 

under several types of interchange transactionz 

which have been previously described in this 

docket: Emergency - Schedule A; Short Term Firm 

- Schedule B; Economy - Schedule C; Extended 

Economy Schedule X; Opportunity Sales 

Schedule OS; UPS Replacement Energy - Schedule R 

and Economic Energy Participation - Schedule EP. 

For services provided by FPL to other utilities, 

: s 
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FPL t.as developed amended Interchange Service 

Schedules, including AF (Emergency), BF 

(Scheduled HainLenancel, CF (Economy). OF 

(Outage), and XF (Extended Econ~myl. These 

amended schedules replace and supersede exlSt~ng 

Interchange Service Srhedules A, B, C, 0, and :·. 

for services provided by FPL. 

Does FPLl have arrangements other 

interchange agreements for the purchase of 

electric powe r and energy which are 1ncluc1ec1 in 

your projections? 

Yes . FPL purchases coal-by-~lire electrical 

energy under the 1988 Unit Power Sales Agreement 

(UPS) with the Southern Companies . FPL !:as 

c~ntracts to purchase nuclear energy under the 

St . LlJcie Plant Nuclear Reliability Exchange 

Agreements with Orlando Utilities Commission 

(OUCl and Florida Hunicipal Power Agency (FHPAl . 

FPL also purchases energy from JEA's portion of 

the SJRPP Units . as stated above . Additionally, 

FPL purchases energy and capac1ty !tom 

Qualifying Facilities under exi.sLing tariffs and 

contrilcts . 

1G 
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Please provide the projeQted energy costs to be 

recovered through the FUel Cost Recovery Clause 

tor tlle power purchases referred to above during 

the April through September, 1996 period. 

Under the UPS agreement rPL · s capacity 

entitlement during th~ projected period is 920 

MW from April thr ough September. 1996 . Based 

upon the alternate and supplemental energy 

provi sions of UPS, an a vailability factor ct 

10 100% is applied t o these capaci ty entitlements 

11 to project energy purchases . The projected UP~ 

12 energy (unit) cost for this period, used as 

13 input to POWRSYN, is based on data provided by 

14 the Southern Companies . For t he pericd, FPL 

15 projects t he purchase o f 2 , 340,024 11'11H of UPS 

16 ~nergy at a cost of $43,306,210 . In addition, 

17 'te project the purchase of 1, 442 , 047 MWH of UPS. 

18 Replacement energy (Schedule R) at a cost of 

19 $25,477,620 . The total UPS Energy plus Schtdule 

20 R projecticns are presented on Schedule E7 of 

21 Appendix II . 

22 

23 Energy purchases from the: JEA-owned portion ot 

24 the St . Johns River Power Park generation are 

25 projected to be 1,470,710 MWH for the peticd at 

17 
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an energy r.ost of $22,680,750. FPL's cost for 

energy purchases under the St. Lucie Plant 

Reliability Exchange Agreements is a function of 

the operation cf St. Lucie Unit 2 and the fuel 

costs to the ovmers . For the period, we prOJeCt 

purchases of 261, 668 J.IWH aL a cost of 

$1, 087.100 . These projecticns are shown on 

Schedule E7 of Appendix II. 

In addition, •as shovm on Schedule E8 of Appendix 

II, we project that purchases from Qual j fyj 119 

Facilities for the period will provide 2,920,077 

MWH at a cost to FPL of $56.153,965. 

How were e .nergy costa rela t e c1 t o p urcbases fro m 

Qua lifying Facilities c1evelopec1? 

For those contracts that entitle FPL to purchase 

•as-available" energy we used FPL's fuel price 

forecasts as inputs to the POWRSYM model Lo 

project FPL's avoided energy cost that is used 

to set the price of these energy purchases each 

month . For those cont racts that enable FPL to 

ourchase firm capacity and energy, the 

applicaole Unit Energy Cost mechanism presc~ibed 

1n the contract is \ISed to pro)erL monthly 

18 
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Have you projected Schedule A/AP - Emergency 

Interchange Transactions? 

!Jo fJUrchases or sales under Schedule lv' AF have 

been proJected since it is not practical to 

estimate emergency transactions . 

Have you projected Sch edule 8/Bl" - Short-Term 

Firm Interchange Transactiono? 

No commitmen t for such transc~ct ions llad been 

made when projections were devel oped . 

Therefore, we have estimated that no Schedule BF 

sales or Schedule B purchases would be made in 

the projected period. 

Please describe the meebod used to forecast the 

Economy Transactions. 

The quantity of ~conomy sales and purchase 

transactions are projected based upon historic 

transaction levels, corrected to remove non­

recurring ~actors . 

What are the ~or~caotod amounto and cooco o1 

Economy energy sales? 

19 
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\'ie have projected 329,2·17 t·1WH o£ Economy ~ne::-gy 

sales for the period . The pro)c.ct:ed fuel cost 

related co these sales is $8,619,768 . Tl~ 

projected transaction revenue from the s~les i~ 

$12,771,425. I::iyhty percent o! the gain Cor 

3chedule C is $3,321,326 and is credi~ed to our 

customers. 

In what d ocument are the fuel c o ata of e conomy 

energy sales tranoactions reportod f 

Schedule E6 of Appendix II prov1des the total 

MWH of energy And total dollars for tuel 

adjustMent. The 80' of gain 1~ aluv provld•-,l on 

Schedule E6 of Append1x I~. 

What are tbe f o recasted. amo\11\ta and coots o f 

Economy ene rgy purc hases? 

The costs o( these purchases are shown on 

Schedule E9 of Appendix II. Fot the ~pr1l 

through September. 1996 period FP!, projects 1t 

\>:ill purchase a total of 1, 985, SGii Ni<Jli at a cost 

of $)7,880,270. If generated, we estimate that 

r::his energy \o.'Oul!J cost s.;I,87l,l.:l. Therelot.-•. 

these purchctses ar~ pro)ected to zPcult 1c . 
savings ol ~3.590.~71. 

20 
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Wlwc are the torecasted amounco and cost ot 

energy being oold under the St. Lucie Plant 

Reliability Exc aange Agreemonc? 

l•le project the sale c.. f 176,304 H\·:11 o t energy at 

a cost o f $72 4, 197 . These project:i,m~ are shown 

on Schedule E6 of Appendix Il . 

would you please su!!l1!1•rir;e your testimony? 

Yes. :in my · e!'::.unony I have presented F'P:..· s 

fuel price projPctions [or the tuel cos::. 

recovery period of Apnl throuqh September. 

1996. In addition. I have presented FPL's 

projections for generating unit h'-jclt rates and 

availabilities, and the quant1t1es an~ co~ts o f 

interchange and ot:her PO'.>~er t rar:sact ions l ot :.ho;! 

same period. These projections were based on 

the best lnLorlliC.Ition vvail.tblr• to !'PL. and Wt ! r•~ 

used as ir puts to POWRSi'M in developing the 

projected Fuel Cost Recovery FdctoJ for the 

Apnl through September, 1996 period . 

Does thio conclude y our testimony? 

Yes, it does. 

, 
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BEFORE TUB FLORIDA PUBLIC SERVICE COMMISSIOIQ 

FLORIDA POWER & LIGHT COMPANY 

TESTIMONY OP' C. Vl:LLARP 

DOC~T NO. 960001-EI 

January 22, 1996 

Please state your name and addreno. 

My name is Claude Villard . Hy business address is 

700 Uni verse Boulevard, Juno Beach, Florida 33408 . 

By whom are you employe<1 and what. is your posit.ion? 

I am employed by Florida Powu & Light Company 

(FPLl as t-ta nager of Nudear rue! . 

Have you previously testified in this docket? 

Yes. I have . 

What is t.be puJ;poce o:t your testim.ony? 

The purpose of my testimony i ~ to present:. and 

explain FPL's projections of nu~lear fuel costs for 

the t hermal energy !MMBTU) to be produced by out 

nuclear units and costs of disposcll of spent 

nuclear ~uel. Both o( these costs were inouL 

v.;lue::; to PO\·JRS'fH for the r.alculauon ol. tbL· 

proposed fuel cc~t recovery factor for the period 
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April 1995 through September 199u. 

Q . What is tho basi£ for PPL's projec tion• of nuclear 

fuel costs? 

A. FPL's nuclear fuel cost projections are developed 

using energy production at our· nuclear units and 

their operating schedules, c,..,nsistent: wit:h those 

assumed in PO~:RSYl-1, for th'=! period Apnl 1996 

through September 1996 . 

Q. Pleaae provic1e PPL • s projection f o r nuclear fue l 

unit costo aru1 enerc:JY for the period April 1 996 

through September 1996. 

A. \•l e estimate the nuclear uni L s wi 11 produce 

115.870,877 MBTU of energy at a cost of $0.349 per 

~1BTU, excluding spent fuel disposal cos~s for the 

period April 1996 through September 1996. 

Projections by nuclear unit and by month are 

provided on Schedule E-4 of Appendix 11. 

Q. Please provide FPL's projections tor nuc lear sp en t 

fuel disposal coats tor the period April 1996 

through September 1996 and what is the Las is f or 

FPL's projectio ns. 

A. FPL·s prOJl~t~on~ tor nuclear spent fuel disnosal 

2 
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costs are provided on Schedule E-2 of Append~x II . 

'J'Iu•rH• prninct.ions are based on FPL's contract .,.;ith 

the Department o! Energy ([)()!:;), wltll'lt u .. t II t lit• 

spent iuel cli.spos<.~l ir:P. at 1 mill per net Kwh 

generated minus transmiss1on and distribution l1ne 

losses . 

Please provide FPL'• projoction tor Decontamination 

and DecommJ.ssioning (D&D) costs to be pai<S in Lhe 

period Apr~l 1996 through September 1996 &nd what 

is the bas~s for PPL'S projection. 

Deposits into the D&D fund arn scheduled LO be paid 

annually on the last day of October. t:heret0r•.:, FPL 

is not project ing payment of D&D costs during this 

fuel cost r ecovery per iod . 

Are there any other tuel-relaLed coots which PPL is 

including in tbe calculation of the proposed PUel 

Cost Recovery Factor? 

No . 

ArA there currently any unresolved disputes under 

PPL's nuclear fuel contracts? 

Yes . As reported 1n p110t t~stimonies, Lhere nr~ 

two unresolved rlisputes . 
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The first oispute is under FPL's contract with the 

D~partmenL of Energy (DOEl for flnal disposal of 

spent nuclPar fuel . FPL, along with a number of 

electric utillties, has filed suit against the DOE 

over DOE's denial of its obligation to acc~pt soent 

nuclear fuel beginning in 1998. 'l'here has been no 

substantive progress on this issue since our last 

report . 

Secondly, FPL is currently seeking to resolve a 

price dispute for uranium enrichment s~>1·vices 

purchased from the United Stat.es !U .S. ) Government, 

prior to July 1, 1993. 

Our contract for enrichment services with the U. S. 

Government calls for pricing to be cc.lculat:E'd in 

t~ccordance with "Established DOE Pncing Po'l"Y". 

Such policy had always been one of cost recovery, 

which includ~d costs related to the Decontamination 

and Decommissioning (D&Dl ot the DOE s enrichment 

facilities . However, the Energy Policy Act of 1992 

(The Act) requires utilities to make separate 

payments to the u.s . Treasury tor D&D, starting in 

Fiscal 1993. as FPL has been doing. Therefore. D~D 

should not have been included in Lh<:! pr1ce churged 

4 



?. 

3 

I 4 

5 

l 6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

.l6 Q. 

17 A. 

1 0 9 

by DOE since then, and the price should have been 

reduced accordingly . FPL had filed a claim ·,;ith 

the Cont:racting Officer, on July 14, 1995 . On 

October 13, 1995, the DOE Cor.tracting Officer 

officially rejected FPL's claim. Meanwhile, in a 

related case , the U.s. Court of Federal Claims 

ruled that the special assessment for D&D was 

unlawful . The Court found that the special 

ass~ssment was essentially a retroactive price 

increase on a contract which had already been 

performed, and was therefore illegal . The DOE has 

appealed this decision . FPL is following these 

events closely and is currently assessing all of 

its options . 

Doea this conclude your testimony? 

Yes, it does . 
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IIEFOPE THE 

FLORIDA PUBLIC StRVICE COK'IISSIOtl 
DOCKET NO. 960001-EI 

CONTINl.llNO SURVEiw.ANCE AND PBVIEW OF 

fUEL COST RECOVER\ CI.AUSBS Of f!!.f!CTRIC lTTILI~ 

nlrcnt TeeLimony o t 
OtlOl!JCI M bachrMII 

On Brh<ll f o! 
Plo~tdo pybli.c Uttlit1cg Componv 

Please atato your nome and huoinnon .addrenn. 

1 1 0 

George H. S.ch!Mn, 4 01 South Dixie lti.ghw4y, Weot Palm Be~tch , FL 

33401. 

By wh~ are you rmployed? 

I am employed hy I' lor ida Public Ul il Hi na company. 

Have you previounly teotdied in thla Oock"t? 

Yeo. 

What 1a the purpose ot your testlmony aL this Lin~? 

I wtll brie!ly deocnbo the baois tor thl' cornputaLi.ono Ll.'lt 

<~ere made in the preparation of the \ilrioun Schedulf!O that we 

have a•llxnitt'!ld in support of the J\pr H 1996 - SrpLember 1996 

fuel coat recovery adjuotments tor our two "lcctr1c d1v1tdona 

ln addition, I will adviae the COtMii&sion ol the pro)ected 

dif!errnces botwe"n th~ revenuns coll ••ct"d untier tho lo!veltzt!d 

fuel adjustment and Lhc purchased JOO"''' coats allo,.ed 1n 

developing tho lcvelixcd !uel adJuntm~nt Coa th~ period 

Oct.ober 1995 - M.uch 1:196 <.n<l to cot .. lllJnh to •cru••-uJl" 3m>OWll 

to be collected or rc!unded dur 1ng l<pl 1l 1996 - Srplt•mber 

1996. 

dlrroctlon? 
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Which of the Staf(•a aet o f achedulea haa your company 

completed and Cil(•d? 

1 1 1 

We hAVe Cillld Gc-hcsdul!'lll Hl, BlA, •:1-11, Rl D·l, 11:.1, WI, RB 1111d 

Bl O !or Mar111nna and Fo:nandino Beach. They nro included in 

Composite Prehl'arlng ldont if icatlon tlulllber QoiB-1. 

These acheduleo ouppor t the ~lculotion o! t.ho levelued !uel 

adJuatm«"nt. facror tor Apr1l 1996 - September 1996. Schedule 

1!!1-8 ehowa thf' c.,lculiltion o! Purchased Power Coata and 

calculation ot True-Up and Intereat Provision lor the period 

Oot.ober 199!. - March 19!16 baaed on 2 Mont.ho llctual ar.d 4 ~nt.hn 

EstimAted dat.a. 

In der1v11t1on o! the: project.ed coat factor t or thll April 1996 -

September 1996 period, d1d you f ollow tho aame procedures that 

werl' uued in the prior period !111nga? 

Yea 

Why hao the G$:..0 rnte claso for Femandinn Jleoch ~cr. excluded 

!rom thooo co~putoL1ona7 

Demand and other purchased power coste 1110 aaoiqned to the GSLP 

rat;e class dit·ect.ly b.•oed on their actual Cl' KW nnd rhe1r 

actual K'n11 conoumpt 1on. That procedure for l he GSLD cl,.oo hall 

bcP.n 1n uo" for ll<'v .. rol yellr& and has not. l>no!n chan!Jrd hf!reln . 

costa to be! recovetc!d !rom all other claaoea io det.erm! ned 

a(ter dedue~:1n9 from total purchased pownr COIIta thone cooto 

directly aunignr>d to GGLD. 
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How will t!le dtl!lat.d coat recovery Ltctors for the other ute 

classes bo uaed? 

The demand coat recovery factoro for each of the RS, OS, oso 

and OL-SL rrte claauee will become one element. of t.he total 

coot r~covery factor tor those claoaco. All other costa of 

purcluured power w.Ul be recovered by the ueo of the level i xed 

factor that ia th~ same tor all those rate classes. Thus the 

total factor !or each c.;laao will be tho sUftl of the reoper.l.ll" 

demand coat !actor and the levelized !actor !or all oLhcr 

CODtD. 

Pleaoo addroea tho calculation of tlu Lot.al true up amount to 

be collected or refunded during the April 1996 - September 19~6 

period. 

we have determined that at the end of MArch 19'1L ooocd on t:"'o 

months actual and four months estimated, we w1ll have over­

recovered $131,476 in purchaoed power coats 1n our MArianna 

division. Baaed on estimated onleo tor the por1ou April 1996 -

September 1996, it will be neceooary to oubtra~t .0974)¢ per 

KWH to refund thiD over-reco,•ery. 

In Fernandina neach we will have over-zocovezed $52,680 in 

purchased power couta. Thi• amount w1ll he refunded at .0.(1-!>( 

por Y.Wil dur>ng the April 199t - Septolfll,,, l''!lb p<n1od. Page 3 

and 12 o! C0111poa1te Pr,.hcaring Iden~lbcallon Nlllllbe1 GKB·l 

providen a d.,tail o{ th<' calculation ot tho tnll't•up <~moun-ll. 

Looking bnck UJ:.OII the April 1995 - Septemb111 199!> period, wh.:lt 
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were the actual &nd of Penod • True•Up amounts for MariGJ:.na 

and Fernandina Beach, and tholr aigni!icance, iC any? 

The Marianna Diviaion experienced an over-recovery of $162,6;~) 

and Pernandinu Beach Divioion under-recovered $5,146. Tho 

amounta both represent f l uctuations of leoa Lhan 10\ from the 

total fuel chargeo for the period and are not considered 

a1gn1f1cant variancca fto~ projectiono. 

What. are th.., final rCII'lining true-up amount.a tor tho per1od 

~pril 1995 through September 1995 for both divioiona? 

ln Marianna tho final remaining true-up amount Wfta an over­

recovery of $189,630. The final remaining true up amount for 

Fernandina Be1ch was an over-roccvery of $40,349. 

What arc the eot.imatcd true-up amounto for the period of 

October 1995 through March 1996? 

ln Marianna. there io an cat1matcd under-recovery of $58,154 . 

Fernandina Beach haa an eotimatod over-recovery of $1~.331 . 

What will the total fuel ad)uatment factor, oxclud1ng demand 

coat recovery. be for both diviaiona for the period 

April 1996 • ~cptembcr 1996? 

In Marianna t.he total fuel adjuatmen~ factor All ohown on Line 

33, Schedule f;l, io 2.898C' per KWII . In Per-tandlno Uf!ach tt.e 

total fuel adjustment factor for •other claeoea•, aa oho•m on 

Line 4 3. Schedule t:t, amounc:a to l . 295¢ 1><~r KWII . 

Pleaau lldv!O<' wh.•t a ree1dent1al cuatO<IIt'l uuin') 1, uou KWH 1o1ll 

pay fo~· the Jl"r1od llptil 1996 - September 199G including baec 
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rateo (which inclu~o tCVJIOd conoorvntion coot tocovcry 

!actoro) and tuol adjustment factor and after opplication of ~ 

line loss mult1plier. 

In Marianna a residential customer uoing 1,000 ~I will pny 

$73.68, an increase of $2.5~ fr00 the previoun period. Jn 

Pernandin• Beach a customer will pay $67.34, a decrease of 

$4.99 fro:n the previouo period. 

Does this conclude your teotimony? 

Yeo. 

10 Disk 19 

11 gmbtestl. 96 

s 



2 

J 

4 

s a. 

GULF POWER COMPANY 

Before the Florida Public Service Commission 

Prepared Direct Testimony of 
M. L. Gilchrist 

Docket No. 950001-EI 

Date of Filing: November 17, 1995 

Please state your name and business address. 

1 1 5 

(, A. 

7 

My name Is Malcolm Lane Gilchrist and my business address is 500 

Bayfront Par1<way, Post Office Box 1151, Pensacola, Florida 32520.0328. 

8 

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

10 A. 1 am the Manager of Fuel and Environmental Affairs for Gulf Power 

11 Company. 

12 

IJ a. 
14 A. 

Mr. Gilchrist. will you please describe your education and experience? 

I graduated from Aubum University In 1958 with a Bach~lor of Science 

IS Degree in Electrical Engineering. I joined Gulf Power Compar>y in 1961 

16 as a Field Engineer. Since then, I have held various pos::ions with the 

11 Company, including "owor Sales Engineer; Division Sales Supervisor. 

18 Division Engineer: Supervisor of Fuel Supply; Asslstan~ Plant Manager, 

19 Crist Electric Generating Plant and Manager of Interchange and Fuel 

20 Supply. 1 was promoted to my present position in Jcne 1989. 

21 

22 a. What are your duties as Manager of Fuel and Environmental Affairs? 

2J A. I manage the fuel supply and environmental compliance activltlbs of the 

24 Company. My responsibilities Include fuel procurement, contract 

25 administration, and budgeting. 
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a. Are you the same Malcolm Lane Gilchrist who has previously testified 

2 before this Commission on various fuel matters? 

3 Pt. Yes. 

4 

5 a. Mr. Gilchrist. what Is the purpose of your testimony in this docket? 

6 A. The purpose of my testimony Is to summarize Gulf Power Company's fuel 

1 expenses and to certify that these expenses were properly Incurred during 

8 the period April1995 through September 1995. Also. itl5 my intent 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. 

II 

12 a. Have you prepared an exhibit that contains Information to which you will 

u refer In your testimony? 

14 A. Yes. I have prepared an exhibit oonslsUng of one Schedule. 

IS 

16 Counsel: Wa ask that Mr. Gilchrist's exhibit consisting of one schedule 

17 be maf1(ed as Exhibit No. ,I 7 (MLG-1 ). 

18 

19 a. During lho period April1, 1995, through September 30, 1995, hew did 

20 Gulfs actual fuel expenses compare with lhe budget or projected 

21 expenses? 

22 A. Gulfs actual fuel expense was $114,120,442 as compared with the 

23 projected amount of $113,193,885, or over our ostlmato by 0.82%. Gulfs 

24 total net system generation was 5,609,425 MWH compamd to the 

2s projected generation or 5,533,480 MWH or 1.37o/o more than predicted. 
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The resulting total fuel cost per KWH generated was 2.0344¢/KWH Oi 

2 0 55% under the projected amount of 2.0456¢/KWH. 

l 

4 Q. Mr. Gilchrist. did Gulf Power make any significant changes in Its fuel 

s purchasing program during the six months ending September 1995? 

6 A. No. 

7 

R 0. \\'hat is the status of the Plant Daniel seasonal coal supply program? 

9 A. The current fuel supply program. called the Seasonal Powjor RivE!r Basin 

II' (PRB) Fuel Program, was implemented in 1994 as a cost-saving strategy 

11 for Plant Daniel. Ourlng tho o'f peak season. When full plant capacity Is 

12 not normally needed, the plant will bum lower cost PRB coal. During the 

11 peak season. when full plant capaclty is required, the plant will bum high 

14 Btu western coal. This change in coal supply also involvod a change in 

IS coal suppliers. 

16 

11 Q. How was the transition between suppliers handled contractually? 

18 A. In order to satisfy 1n existing contract for delivery of coal to Plant Daniel, 

19 another sister company In the Southern electric system, Georgia Power 

20 Company, agreed to take deliveries of the contract coal at one Jf its 

21 plants for two years. These deliveries will be in lieu of spot market coal 

22 purchases that Georgia Power would otherwise be making. 

2l During the two years that Georgia Power is taking deliveries of the 

24 

2S 
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coal originally contracted for delivery to Plant Daniel, Mississippi Power 

2 and Gulf will reimburse Georgia for any differential between the actual 

3 delivered price (MMBtu) achieved under the conttact and the delivered 

4 price (MMBtu) that Georgia would have otherwise Incurred through spot 

s market purchases. Gutrs share or this reimbursement for 1994, the Hrst 

6 year or the two year transition period, was made In July 1!:195. Gurrs 

1 share for 1994 amounted to approximately $90,000. 

8 

9 0. 

10 

II A. 

How much spot coal did Gulf Power Company purchase during the period 

ending September 30, 1995? 

Gulf purchased 611,568 tons or 29% or Its supply from the spot coal 

12 market My Schedule 1 of Exhibit No. (MLG-1) consists of a 

13 list of contract and spot coal suppliers for the period ending 

14 September 30, 1995. 

IS 

16 Q. How are coal prices determined lUnder Gutrs tong-term contracts? 

17 A. Under an or Gutrs tong.. term coat contracts. Gutr pays a base price per ton 

IH plus cost escalations that have occurred since the coat contract began. 

19 The base price with cost escalations type contract is a long term 

20 agreement on quantity, quality, and escalation factors that provides the 

21 buyer with an assured source of coat of known quality. The price of coal 

2.2 supplied under this type of contract will not go up and down with current 

23 market conditions. 

24 
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a. Should Gulfs fuel purchase cost for the period be accepted as reasonable 

2 and prudent? 

l A. Yes. Gulfs coal purchases wero either from coal vendors with long term 

41 contracts subject to cost escalaUons or from a competitively bid sput 

s purchase order. ThOse coal vendors were selected by proceduren 

c. designed to provide an assured quantity of coal of a known quality for a 

1 specific term at the lowest available delivered cost Gulf has admints!Pred 

R the provisions of these contracts and purchase orders aJ)propriately. All 

9 of Gulrs oil purchases were from oil vendors selected by open bids to 

10 ensure the most economical price of oil. 

II 

12 a. How did the projected purchase cost of coal compare with the actual 

11 cost? 

14 A. For the period, Gulfs average unit cost of coal purchased was 1.67% less 

1 s than projected. 

16 

11 a. What caused Gulrs average unit cost of coal purchased to be 1.67% less 

18 than projected? 

19 A. Gulf Power's unit cost of coal was down due to an ircrease In generation 

20 resu!Ung In the purchase of a greater amount of spot market coal which 

21 reduced the overall unit cost. 

22 

n a. Mr. Gilchrist. does this conclude your testimony? 

24 A. Yes. 

25 
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Please state your name and business address. 

1 2 0 

My name Is M. L Gilchrist, and my business address Is 500 Bayfront 

Parkway, Pensacola, Florida, 32520-0328. 

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 jomed Gulf Power Company in 1961 

I<> as a Field Engineer. Since then, I have held various positions with the 

11 Company, Including Power Sales Engineer, Division Sales Supervisor, 

18 Division Engineer, Supervisor of Fuel Supply, Assistant Plant Manager at 

19 Crist Electric Generating Plant. and Manager of lnterch ... nge and Fuel 

20 Supply. I was promoted to my present posrtron June 1, 1989. 

21 

22 a What are your duties as Manager of Fuel and Enwonmental Affarrs? 

23 A. I manage the fuel supply and environmental compliance activities of the 

2-' Company. My responsibilities include fuel procurement. fuel contract 

2.S administration, and fuel budgeting. 
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Are you the same Lanl3 Gilchrist who has prevtously testified before this 

Commission on various fuel matters? 

J 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 support Gulf Power Company's 

1 projection of fuel expenses for the period Aprll1, 1996 to September 30, 

a 1996 and to be available to answer any questions that may occur 

«~ concerning the Company's fuel procurement 

10 

II a. Have you prepared an exhibit that contains Information to which you will 

12 refer In your testimony? 

IJ A. Yes. I nove prepared an exhibit consisting of one schedule. S~hedule 1 

14 of my exhibit Is a tabulation of projected and actual fuel cost fOI' the past 

1 s ten years. The purpose of this schedule Is to Illustrate !lle accuracy of our 

16 short term projections of fuel expenses. 

17 

11 COUNSEL: We ask that Mr. Gilchrist's exhibit, consisting of one 

19 schedule, be marked as Exhibit No. I ~ (MLG-2). 

10 

21 a. Has Gulf Power Company made any changes to its projection methods 

22 fOI' this penod? 

23 A. No. 

2~ .. 
25 
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Will there ba any major changes In Gutrs fuel purchasing program during 

this period? 

Yes. The July 1, 1994 agre<Jment between Gulf Power Company anti 

Peabody CoaiSales called for Peabody to supply Gulf with a total of 

s 1.9 million t:>ns of coal annually, of which one million tons is supplied from 

6 Venezuela and 900,000 tons from Illinois. These two coals are blended at 

1 the Alabama State Docks In Mobile and then thlpped by barge to Plants 

8 Crist and Smith. A letter agreement between Gulf Power and Peabody 

9 CoaiSales, dated December 28, 1995, calls for Gulf to buy out of the 

10 Venezuelan coal for the period January 1, 1996, thro•Jgh January 31, 

11 1998. Gulf will continue to receive the Illinois coal during this time period. 

12 

n a. Why did Gulf Power Company approach Peabody Coal Sales with a partial 

14 buyout proposal? 

IS A. This partial buyout of the Peabody contract permits Gulf to take 

II> advantage of the current coal market by replacln~ the Venezuelan coal 

11 with a lower cost domestic coal that will not require blending w1th ~he 

18 Illinois coal. 

IQ 

20 a What is the buyout cost and projected cost savings? 

:! I A Gulf Power pa1d Peabody CoaiSales $22 million fer the partial buyout. 

22 Based on au economic analys1s performed by Southern Company 

2J 5ervices, Gulf estimates this partial buyout of the Peabody Cortract will 

24 produce savings of approximately $9.1 million over a period or 25 rnonths. 
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Gulf will conduct an ongoing benefits test that will compare cumulative 

2 actual savings with the cumulative amortization of the buyout cost. 

3 

4 a. 
s A. 

How will Gulf acoount for the Peabody buyout? 

The Peabody buyout costs Incurred at the end of 1995 have been 

6 deferred In a regulatory asset account (FERC 182). Accrued Interest will 

7 be added to this account as the related two-year financing amortizes The 

8 corresponding note(s) payable that Is financing the buyout will be 

9 recorded In Account 224 as a credit. As the replacement coal Is received 

10 over the 2~onth period, a per-ton adder will be applied consisting of 

11 Interest and principal and based on a 1,000,000 ton annual receipt. A 

12 corresponding amount will be transferred from Account 182 to Account 

13 174. As the coat is burned, principal and Interest amounts will be 

14 removed on a per-ton basts from Account 174 and charged to Account 

IS 506 and Account 427 respectively. 

16 

11 a. How much spot market coal does Gulf Power project rt will purchase 

18 during the Aprll1996 through September 1996 period? 

19 A. We are projecting the purchase of approximately 890,000 tons. This 

20 represents approXJIT•etely 66% of our projected purchase requirements. 

21 

22 a. 
23 A 

24 

25 

Mr. Gilchrist. does this conclude your testimony? 

Yes 
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s 

6 Q. Please state your name, business address and occupation. 

7 A. My name is H. w. Howell, and my busin~ao address ia 500 

s Bayfront Parkway, Pensacola, Florida 32501. I ~ 

9 Transmission and System Control Manager for Gulf P~wer 

10 Company. 

II 

12 Q. Have you previously testified before thi~ Commission? 

JJ A. Yes. I have testified in various rate case, 

1~ cogeneration, territorial dispute, planning hearing, 

IS fuel clause adjustment, and purchased ~ower capacity 

16 cost recovery dockets. 

17 

18 Q. Please summarize your educational and ~rofessional 

19 background. 

20 A. I graduated from the Univ~rsity of Plorid~ 1n 1966 with 

21 a Ba=hel?r of £cience Degree in Electrical Engineering. 

22 I received my Hasters Degree in Electrical EnQinePring 

21 from the University of Florida in 1967, and then joined 

2• Gulf Power Company as a Distribution Engineer. I have 

2~ since served as Relay Engineer, Manager of Trans~ission, 
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Y~nager of System Planning, Manager o f ~ucl and System 

2 Planning, and Transmission and System Control Manager. 

3 My experience with t he Company has included all areas of 

4 dis t ribution oper ation , maintenanc~. and construction; 

5 transmiss1on operation , maintenance, and construction· 

6 relaying and protection of the generation, transmiso~on, 

7 and distribution systems; planning the generation, 

K transmiss~on, and distribution system additions in the 

9 f u tur e; bulk power interchange administration; overall 

10 managemen t of fuel planninq and procur ement; and 

11 operat ion of the system dispatch center. 

12 I have served as a membe~ of the Engineering 

13 Committee and the Operating CorTillittee of the 

14 Southeastern Electric Reliability Council, chairman of 

1$ the Generation Subcommittee and member of tt.e Edison 

16 Electr;c Institute System Planning Committe~. and 

17 chairman or member of a number ol various tt·chnical 

18 committees and task forces within th~ Southern electr~c 

19 system and the Florida Electric Power Coordinating 

20 Group, regarding a variety of technical issues including 

21 system operations, bulk power contracts, generation 

22 expansion, tr11nsmission expansion, transmission 

21 interconnection requiremen ts, central dispatch, 

24 transmission system operation, transient s~a.bility, 

2S underfrequency operation, generatGr underfreq~ency 
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protectinn, ayat.om I)H.H1uctlon coat i11u. t!OIIli.)Uler 

2 modeling, and others. 

3 

4 Q. What is the purpose o f your testimony in thi~ 

s proceeding? 

6 A. I will sunmar i ze Gulf ro ... •er Company • s purchased power 

7 recoverable costs for energy purchases and sales that 

8 were incurred during the APril 1, 1995 through Sept~mber 

9 30, 1995 recovery period. I will then compare these 

10 actual costs to their projected levels for the period 

II and discuss the primary reasons for the differences. 

12 

13 Q. During the period April 1, 1995 through September 30, 

14 1995, what was Gulf's actual purchased power recoverable 

15 cost for energy purchases and how did it compare with 

16 the projected amount? 

17 A. Gulf· s actual total purchased power reco•Jerable cost. for 

18 energy purchases, as shown on line 12 of Schedule A-1. 

19 was $16,510,768 as compared to the projected amount of 

20 $10,212,000. This resulted in a variar.ce above budget 

21 of $6,298,768, or 62,,. The actual cost per KWH 

22 purchased was 2.1145 ¢/KWH as cosnpared to the projected 

21 1.8146 ¢/KWH, 01.· 17\ above the projection. 

24 

2S 

.. 
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Q. What were the events that influenced Gulf's purchase of 

2 energy? 

l A. The Summer of 1J95 has been one of the hottest in the 

4 last few decades. Because of higher than projected 

$ territorial loads acrons the Southern system, Gulf 

6 purchased more economy power through the Southern 

7 electric power pool at a higher un1t price than was 

R forecasted for tho period in order Lo m~et ito load 

9 obligations. Gulf purchased 780,832,960 ~1. shown on 

10 line 12 of Schedule A-1, as compared to the estimAte of 

II 562,780,000 KWH, or 39\ more. 

12 

13 Q. During the period April 1, 1995 through Seoternber 30, 

14 1995, what was Gulf's actual purchased power fuel cost 

IS for energy sales and how did it compare with the 

16 projected amount? 

17 A. Gulf's actual total purchased power fuel cost for energy 

18 sales, as shown on line 18 of Schedule A-1, was 

19 $21,825,245 as compared to the projected amount of 

20 $17,870,200. This resulted in a variance above budget 

21 of $3, 955, 045. or 22\. The actual fuel cost per 1<\'lH 

22 sold was 2. 0695 ¢/KWH as co.mpared to 1. 8651 ¢/KWH, or 

21 11\ above the projection. 

24 

25 
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Q. What were the events th,at influenced Gulf's sale of 

2 energy? 

3 A. Gulf's pool and off-system sales. shown on line 18, were 

4 1,054,634,016 KWH, cr 13% over the projection for the 

5 period. These sales were over the projecticn due to 

6 Gulf's increased sale of energy to the Southern electric 

7 system power pool to meet the system's higher 

8 territorial lead requirements. The lower cost of energy 

9 available from Gulf's resources compared with the cost 

10 of energy generated by the other pool members allowerl 

II Gulf to sell more energy than budgeted. 

12 

IJ Q. How are Gulf's net purchased power fuel costs affected 

14 by Southern electric system energy sales? 

IS A. As ~ member of the Southern electr1~ system power pool, 

16 Gulf Power participates in these sales. Gulf's 

17 generating unit~ are ec~nomically di£patched to meet the 

18 needs of its territorial customers, the system, and 

19 off-system customers. 

20 Therefore, Southern system energy sales provide a 

21 market for Gulf's surplus energy and qen~rally improve 

22 unit load factors. The cost of fuel used to make these 

23 sales is cred1ted against, and therefore reduces, Gulf's 

24 fuel and purchased power costs. 

® 
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2 A. Yes. 

3 

6 

7 

K 

? 

10 

II 

12 

13 

14 

IS 

IG 

17 

Ill 

19 

20 

21 

22 

23 

lS 

Docket No. 950001-EI 
Witness: H. W. How~ll 

Page 6 

1 2 9 



2 

3 

GULF PQWER COMfAN'f 

Before che Florida Public Serv.tce Corranission 
Direct Testimony of 

H. w. Howell 
Docket No. 960001-EI 

Date of Piling: Je..nuary 22, 1996 

1 3 0 

6 Q. Please state your name , business addresD and occupation. 

7 A. My name is M. W. Howell , and my business addresG is 500 

8 Bayfront Parkway, Pensacola, Florida 32501. I am 

9 Manager of Transmission and System Control for Gulf 

10 Power Co~any. 

II 

12 Q. Have you previously testified before this Corranission? 

13 A. Yes. I have testified in various rate case, 

14 coge:teration, territorial dispute, planning hearing, 

IS fuel clau~e adjustment, and purchased power capacity 

I(• cost recovery dockets. 

17 

IR Q. Please summorize your educational and professional 

19 background. 

20 A. I graduated from the University of Florida in 1966 with 

21 a Bachelor of Science Degree in Electrical Engineering. 

22 I received my Masters Degree in Electrical Engineering 

23 from the University of Florida in 1967, and then joined 

24 Gulf Power Company as a Distribution Engineer. I have 

25 since served as Relay Engineer, Manager of Transmission, 
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Manager of System Plannino, Manager of Fuel and SystPm 

2 Planning, and Manager of Transmission and System 

3 Control. My experience with Lhe Company has included 

4 all areas of di~tribution operation, maintenance, and 

s construction; transmission operation, maintenance, and 

6 construction; relaying and pr~tect~on of the generation, 

7 transmission, and distribution systems; p~anning the 

8 generation transmission , and distribution eystem 

9 additions in the future; bulk power interchange 

10 admin istration; overall management of fuel planning and 

II procurement; and operation of the system dispatch 

12 center. 

l l I have served as a member of the Engineering 

1~ Committee and the Operating Committee of the 

IS Southeastern Electric Rel1abilit~· Council, chairman of 

16 the Generation Subcommittee and member of the Edison 

17 Electric Institute System Planning Committee, an~ 

18 chairman or member of a numbe~ of various technical 

19 committees and task forces within the Southern electric 

20 system and the Florida Electric Power Coordinating 

21 Group, regarding a variety of technical issue: includinq 

22 system operations, bulk power contractG, qene1.atio~1 

21 expansion, transmisai~n expansion, tranomisoion 

2~ interconnection requirements, central diopatch, 

25 transmission syotem operation. trans~ent staLility, 
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underfrequency operation, generator uncerfrequency 

2 protection, system production costing, computer 

1 modeling , and others. 

5 Q. What is the purpose of your testimony in this 

6 proceeding? 

7 A. The purpose of my testimony is to support Gulf Power 

8 Company's projection of purchased power recoverable 

9 costs for energy pur~hases and sales for the period 

10 April, 1996 - September, 1996. 

II 

12 Q. What is Gulf's projected purchased power recc.verable 

ll cost for energy purchases for the April, 1996 -

14 September, 1996 recovery period? 

15 A. Gulf's projected recoverable cost tor energy pur~hases, 

16 shown on line 12 of Schedule E-1 of the fuel filing, is 

17 $11,237,118. These purchases result from Gulf's 

18 participation in the coordinated operatic.n of the 

19 Southern electric system power pool. This amount is 

20 used by Gulf's witness Susan Cranmer as an input in the 

21 calculation of the fuel and purchased power cos~ 

22 adjustment factor. 

21 

24 
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Q. What is Gulf's project~d purchased power (uel cost for 

2 energy sales for the April, 1996 - September, 1996 

3 recovery per1od? 

4 A. The projected fuel cost for energy sales, shown ou 1 inc 

S 18 of Schedule E-1, is $19,181,800. These sales also 

6 result from Gulf's participation in the coordinated 

7 operation of the Southern electr1c system power pool. 

8 This amount is used by Gulf's witness Susan Cranmer as 

9 an input in the calculation of the fuel and purchased 

10 power cost adjustment factor. 

II 

12 Q. Does this conclude your testimony? 

13 A. Yes. 

14 

IS 

16 

17 
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Please state your namo, bus1ness adorcss and occupallon. 

My name is Susan Cranmer . My business address 1s 5 00 

Bayfront Parl:way, Pensacola, Florida 32501. 1 hold Li1<· 

position of Supervisor of Rate Services fer Gu:r PowPr 

Company. 

Please briefly describe your educattonal background ilrl <J 

business experience. 

I graduated from Wake Forest University 1n 

~lnston-Salem, North Carolina in 1991 w1th a BAchclot o r 

Science oe~P~e in Business itnd from lh•' Urll "et s i !.. ~' o : 

West Florida in 1982 with a Bachelor of Arts Degree in 

Accounting. I am also a Certified Public i\ccot•u t ant 

licensed 1n the State of Flor1da. I 1oined Gulf Po~cr 

Company in 1993 as u Financial Analyst. I hav" held 

various positions with Gulf inc luding Computer Modcl1 ng 

Analy~t and St>nior Financial Analyst. In 1991, I 

assumed the pos1t1on ot Suporvl5o: o ( H11t •• s ~rv1 c: •• :.. cPii 

presently serve 1n that caoacity. 
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My responsibilities include supervision of Lar 1ff 

administration, cos t of service, calculation of cost 

recovery factors, and the regulatory filing function o: 

the Rates and Regulatory Matters Department. 

Have you prepared an exhlbil. that conlllins lntormilt 1011 

to which you will refer in your testimony? 

Yes, I have . 

Counsel: We ask that Ms. Cranmer's E~h1b:l 

consistinq of one schedule be 

marked as Exhibit No. 19 131JC-ll. 

Are you familiar with the Fuel and Purchused Power 

(Energy) True-up Calculation for the period ot April 

1995 through September 1995 set forth in yc.~1r exhibit? 

Yes. This calculation is the subject of the s~hedule 1n 

my exhibit. Thls document was prepared under my 

supervisicn. 

Have you verified that to the best of your knowl~dge dnn 

belief, the information contained in this c~cument is 

correct? 

Yes, I have. 
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What is the amount to b~ refunded or collectei :hr_Jgh 

the fuel cost recove ry factor in the period April 1996 

through Septcmb~r 1996? 

An amount to be refunded of $1,760, 840 was calculnt••'t d 5 

sho~n in Schedule 1 of my exhibit. 

How was this amount calculated? 

The $1,760,840 was calculated by taking the dlfl·erenc~ 

in the estimated April 1995 through Scpl~mb~r 1995 

under-recovery of $875,443 as approved 1n Ord~r No. 

PSC-95-1089-FOF'-EI, dated Sevtember 5, 1995 and the 

actual over-recovery of $885,397 wh1ch is i.hc sum ot 

lines 7, 8, and 12 shown on Schedule A-2, page 2 of 3, 

Period-to-date of the monthly filing for SejH.cmbo::r 1995. 

Ms. Cranmer, are you also respon~ible for the Pu~chaseo 

~ower Capacity Cost True-up Calculat1on? 

Yes. As a result of the chanqe to an annual rccoveLy 

per1od for PPCC, the final tttJc-up t1l1ng will oc mndc 

each Mar. Any under/over recovery ldl}ht.ified in tha:. 

filing will be collected/refunded in th~ next annual 

projection period bcqinn1n9 each occober. Also, the 

estimated true-up included in the projection fil1n~ 

11led each Jun~ w1ll include eight months ot dCtuol d~La 

and four months of projected data. 
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Ms. Cranmer, does thi:J complete your toJatimon 1 • 

Yes, it does. 
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Please state your name, business address and occupation. 

My name is Susan Granner. My business address is 500 

Baytront Parkway, Pensacola, Florida 32501. I hold tne 

position of Supervisor of Rate Services fot Gulf Power 

Company. 

Please briefly describe your educational baCiciJround i\nd 

business experience. 

I graduated from Wakt~ Forest Univers1ty in 

Winston-Salem, North Carolina in 1981 with a Bachelor of 

Science Deq=ee in Business and trom the University o f 

West Florida in 1982 with a Bachelor of Arts Degree 1n 

Accounting. I am also a Certified Public Accountant 

licensed 1n the State of Florida. I jJined Gulf Power 

Company in 1983 as a Financial Analyst. I have held 

various positions with Gulf including Computer Model1ng 

Analyst and Senior Financial Analyst. In 1991, I 

assumed the position of Supervisor of Rate Scrv1cu~ ~nd 

presently serve in that capacity. 
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My responsibilit i es include supervision of tarlff 

administration , cost of service, calculation of cost 

recovery factors, and the regulatory filing funct l on of 

th~ Rates and Regulatory Matters DepartmenL. 

Have you pr eviously filed testimony before this 

Commission in Docket No. 960001-EI? 

Yes, I have. 

What is the purpose of your testimony? 

The purpose of my testimony is to discuss the 

calculation of Gulf Power ' s fuel cost recovery factors 

for the period April 1996 throuqh September !q96. 

Are you familiar with the Euel and Purchased Power Cost 

Recovery Clause Calculation for Lhe period of Ap=il 19S6 

through Septeruter 1996? 

Yes, these documents were prepared undPr my supervision. 

Have you verified that to the best of your knowledgf! ana 

belief, the information contained in these document~ 1s 

correct? 

Yes, I have. 
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Counsel: We ask that H!. Cranmer's Exh1b1t 

con91sting of thirteen schedules, 

elonq with Schedules Al through A9 

previously filed with the Commission for 

the months of June, July, August, 

September, October, and November 1995, 

be marked as Exhibit No. dt> (SDC-21. 

Hs. Cranmer, what has Gulf calculated as the true-up to 

10 be applied in the period April 1996 through Septe~er 

11 19967 

12 A. The true-up for this period is a decrease of .0265¢/kwh. 

13 This includes a final true-up over- recovery of 

14 $1,760,840. As shown on Schedule E-1A, it also 1ncludes 

15 an estimated true-up under-recovery of $496, 180 for the 

16 current period. The resulting over-recovery is 

17 $1,264,660. 

18 

19 Q. What has been included in this filing to reflect the 

20 GPIF reward/penalty for the period of April 1995 thL·ough 

21 Septembar 1995? 

22 A. Thi~ is shown on Line 32b of Schedule E-1 as a decrease 

23 of . 0101¢/kwh, thereby penal1zing Gulf by $483,077. 

24 

25 
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Ms . Cranmer, what is the levelized projected fuel factor 

tor the period April 1996 through September 19967 

Gulf has proposed a levelized fuel factor of 2.1G6C/kwh. 

4 It includes projected fuel and purchased pow~r energy 

5 expenses for April 1996 through September 1996 and 

6 projected kwh sales for the same period, as well as the 

7 true-up and GPIF amount. The proposed levelized fuel 

8 factor also includes the special recovery amount 

9 associated with the Air Products special contract. The 

10 calculation of the special recovery amount ts presented 

11 on Schedule E-12 of my exhibit. The levelized fuel 

12 factor has not been adjusted for line losses. 

13 

14 Q. Ms. Cranmer, how were the line loss multipliers used on 

15 Sch~dule E-lE calculated? 

16 A. They werP calculated in accordance with orocedures 

17 approved in prior filinqs and were b~sed on Gulf ' s 

18 latest mwh Load Flow Allocators. 

19 

20 Q. Ms. Cranmer, what fuel factor does Gulf propose for its 

21 largest qroup of customers (Group A), those on Rate 

22 Schedules RS, GS, GSD, OSIII, and OSIV? 

23 A. Gulf proposes a standard fuel factor, adjusted for l1ne 

24 losses, of 2 .1 93¢/ kwh kwh for ~roup A. Fuel factors for 

25 
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1 Groups A, B, C, and D are shown on Schedule E-lE . The~e 

2 factors have also been adjusted for line losses. 

3 

4 Q. Ms . Cranmer, how were the time-of-use fuel factors 

5 calculated? 

6 A . These wer e calculated based on projected loads and 

7 system lambdas for the period April 1996 through 

8 September 1996. Thesa factors included the GPIF, true-

9 up, and special contract recovery cost amount' and were 

10 adjusted for line losses. These timo-ot-use fuel 

11 factors are also shown on Schedule E-1E. 

12 

13 Q . How does the pr oposed fuel factor Cor Rate Schedul~ RS 

14 compare with the factor appl~cable to March and how w~ll 

15 the change affect the cost of 1000 kwh on Gulf's 

16 res~oential rate RS? 

17 A . The current fuel factor applicable to March 1996 is 

18 2.237¢/kwh compared with the proposed factor of 

19 2.193¢/kwh. Fo= a residential customer who uses 

20 lOCO kwh in April 1996, the fuel portion of the bill 

21 will decrease from $22.37 to $21.93. 

23 Q. Ms. Cranmer, has Gulf updated its estimates of the 

24 as-available avoided energy costs to be shown on COGI as 

25 required by Order No. 13247 issued Hay 1, 1984, in 



Hll 

1 COMMISSIONER DEASON: So at this point J t 

2 leaves the two TECO witnesses whose testimony has not 

3 been admitted into the record. 

4 MS . JOHNSON : Correct. 

5 COMMI SSIONER DEASON: Mr. DeaGloy. 

6 MR. BEASLEY· If I could get clarification 

7 from Ms. Johnson, would chat mean that the testimony 

8 sponsored by Ms. Pennino and Ms. Townes, other than 

9 that related to 19A and 198, is admitted into the 

10 record? 

11 COMMISSIONER DEASON : Is there any objection 

12 to having that testimony admitted at this point? 

l3 MS. JOHNSON: There ie an objection, because 

14 it 's my understanding that the testimony reflects the 

15 schedules which we have already identified that should 

16 not be entered into the record at this timo. 

17 COMMISSIONER DEASON : Mr. Beasley, just go 
• 

18 ahead and we'll call your witnesses and you can seek 

19 to insert. 

.20 MR. BEASLEY: Sure . 

21 COMMISSIONER DEASON: If there is any 

22 objection, we'll deal with it at that point. 

23 (Transcript continues in sequence in 

24 Volume 2.) 

25 
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1 Docket No. 830377-EI und Order No. 19548 issued June 21 , 

2 1988, in Docket No. 880001-EI? 

3 A. Yes. A tabul~tion of these costs is set forth in 

4 Schedule E-ll ot my Exhibit SDC-2. These costs 

5 represent the e:stimalP.d averages for the per1od f:om 

6 April 1996 through March 1998. 

7 

8 Q. When does Gulf propose to collect these new fuel 

9 charqes? 

10 A. These factors will apply to April 1996 through Septemhf:t 

11 1996 billinqs boqinninq with ~;yclo 1 meter n•11t11n~:~ 

12 scheduled on March 29, 1996 and ending with meter 

13 readings scheduled on September 26, 1996. 

14 

15 Q. 

16 A. 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Ms. Cranmer, does this comolete your testimony? 

Yes, it does. 

I 
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GULF POWER COMPANY 
Before the F!orida Public Serv ice CoQmission 

Direct Testimony of 
G. D. Fontaine 

Docket No. 950001-EI 
Date of Filing November 17, 1995 

1 4 4 

7 Q. Please state your name, address and occupation. 

s A. Hy name is George D. Fontaine, my businoas address is 

9 Post Office Box 1151, Pensacola, Florida 32520, and my 

10 position is Performance Test Speoialiat for Gulr Power 

11 Company. 

12 

IJ Q. Please describe your educational and business 

14 background. 

IS A. I received my Bachelor ot Mechanical Eng ineering Degree 

16 from Auburn University in 1980. Following graduation, 

17 I joined Gulf Power Company as an Associate Engineer at 

18 the Scholz Electric Generating Plant, and as I 

19 previously stated, my current position is Performance 

10 Test Specialist. I aa also a registered Professional 

21 Engineer in the State of ?lorida. 

22 

23 Q. Hr. Fontaine, have you previously testified in this 

24 Docket? 

25 A. Yes, sir. 
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Q. Hr . Fontaine, what is tho purpose ot your testimony in 

2 this proceeding? 

J A. The purpose of my testimony is to present GPIF results 

4 for Gulf Power Company !or the period of April 1, 1995, 

j thr ough September 30, 1995. 

6 

7 Q. Hr . Fontaine, have you prepared an exhibit that 

8 contains information to which you will rcter in your 

9 testimony? 

10 A. Yes, Sir, l have prepared an exhibit consisting oC tive 

11 schedules. 

12 

13 Q. Hr . Fontain9, was this exhibit prepared by you or under 

14 your direction and supervision? 

IS A. Yes, it was. 

16 

17 Counsel: We ask that Hr. Fontaine's oxhib!t bo 

18 marked for identification as exhibit _2/ (GDF-1). 

19 

20 Q. Hr. Fontaine, before reviewing the GPIF rtesults tor 

21 cult's units, is there any informatiQn which has been 

22 supplied to the Commission pertaining co this C:PIF 

n period which requires amendment? 

24 A. Yes, aoae corrections need to be made to the actual 

25 unit perform.anc::e data which was submitted monthly to 
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the Cocmiosion during this period. These corrections 

2 are based on discoveries made during our tinal revie~ 

3 to determine the accuracy of this information prior to 

4 this proceedin~ . Tho Actual Unit Performance Data 

5 tables on pages 14 to 19 ot Schedule 5 incorporate 

6 these changes. The data contained on these tables is 

7 the data upon vhich the GPIF calculation was made. 

8 

9 Q. Mr. Fontaine, would you now review the Company ' s 

10 equivalent availability results tor tho period? 

11 A. Actual equivalent availability and adjusted actual 

12 equivalent availability fiquree for each of the 

13 Company's GPIF uni ts are shown on paqe 13 of Schedulo 

14 5. Pages 3 through 8 of Schedule 2 contain the 

IS calculations for the adjusted actual equivalent 

16 availabilities. 

17 A calculation of GPIF availability points based on 

18 these availabilit i es and the targets established by 

19 commission Order PSC-95-0450-FOF-EI is on page 9 of 

20 Schedule 2. The results are : Crist 6, +10.00 points; 

21 crist 7, +10.00 points; Smith 1, +10.00 pnints; Smith 

22 2, +10.00 points; Daniel 1, -10. 00 points, and Dani~l 

23 2, -10.00 points. 

24 

25 
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23 

24 
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Hr. Fontaine, what were the heat rate results tor the 

poriod? 

The detailed calculation ot the actual average not 

operating heat ra~os tor the Company's GPIF units is on 

pages 2 through 7 of Schedule 3. These heat rate 

figures have not at this point been adjusted in 

accordance with GPIF procedures for load and other 

factors to the bases of their targets. 

As was done for the prior GPIF periods, and as 

indicated on pages 8 through 13 of Schedule 3, the 

target setting equations were used to adjust actual 

results to the target bases. These equations, 

submitted in January 1995, are shown on page 15 of 

Schedule 3. 

As calculated on pago 16 of Schedule 3, the 

adjusted actual average net operating heat rates 

corrP.spond to GPIF unit heat rate points of: -6.95 for 

Crist 6, -6.08 tor Crist 7; -0.17 for smtth 1, -1.80 

for Smith 2; -10.00 for Daniel l; and -6.89 for Daniel 

2. 

Hr. Fontaine, what number of Company po~nts were 

achieved during the period, and what reward or p!nalty 

is indicated by these points according to the GPIF 

procedure? 

Using the unit equ1valent availability and hea~ rate 
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16 Q. 
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19 

20 

21 

~2 

23 

24 
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points previously mentioned, along with the appropriat(' 

weighting !actors, the Company points would be -5.68 a~ 

indicated on page 2 or Schedule 4. This ca lculated to 

a penalty in the amount of $483,077. 

Mr. Fontaine, would you please summarize y~ur 

testimony? 

Yes, Sir. In view of the adjusted actual equivalent 

availabilities, as shown on page 9 or Schedule 2, and 

the adjusted actual average net operating heat rates 

achieved, as shown on page 16 of Schedule 3, evidencing 

the Compony •s performance for the period, Gulf 

calculates a penalty in the amount of $483, 077 as 

provided for by the GPIF plan . 

Mr. Fontaine, does this conclude ~rour testimony? 

Yes, Sir. 



2 

3 

4 

5 
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GULF POWER COMPANY 
Before the Florida Public Service Commission 

Direct Testimony of 
G. D. Fontaine 

Docket No. 960001-EI 
Date o! Filing January 22, 1996 

7 Q. Please state your name, addreR& and occupat:ion. 

1 ~ 9 

8 A. My nama is George D. Fontaine, ay buainesa address 1• 

9 Post Office Box 1151, Pensacola, Florida 32520, and my 

10 po3ition is Per!ot~ance Teat Specialist tor Gulf Power 

1~ Company. 

12 

13 Q. Please describe your educational and business 

14 background. 

15 A . I received my Bachelor ot Mechanical Engineering Degree 

16 !rom Auburn Univeraity in 1980. iullowing graduation, 

17 I JOined Gulf Power company as an Associate Enginoer at 

18 the Scholz Electric Generating Plant, and as I 

19 previously stated, my current position is Performance 

20 Test Specialist. I am also a registered Profess ional 

21 Engineer in tho State of Florida. 

22 

23 Q. M:. Fontain~. have you previously tebti!ied in this 

24 Docket? 

A. Yea, air. 



Docket No. 96000 . · 1~ 1 

Witneaar G. D. ronlnluu 

1 50 
Page 2 

1 Q. Mr. Fontaine, what is the purpose of your testimony in 

2 this proceedinCJ? 

3 A.. The purpose of my testimony today is to present GPIF 

4 targets for Cult Power Company for the period of 

5 April 1, 1996 Lhrouqn Septe~bor JO, 1996. 

{j 

7 Q. Mr. Pontaino, have you prepared an exhibit that 

8 contains information to which you will refer in your 

9 testimony? 

10 A. Yes, Sir, I have prepared an exhibit consisting oC 

11 three schedules. 

12 

13 Q. Mr. Fontaine, was this exhibit prepared by you or under 

14 your direction and supervision? 

15 A. Yes, it was. 

I u 

17 

18 

19 

counsel: We ask that Hr. Fontaine's exhibit be 

mar'ted for identitication as exhibit .;>~ (CDF'-2). 

20 Q. Mr . Fontaine, ..,hich unit& doos Gulf propose to include 

21 u~der the GPIP tor the subject period? 

22 A. We propose that Crist Units 6 and 7, Saith Units 1 and 

23 2, and Daniel Units 1 and 2 continue to be the 

2·l Company's GPU' units. 

25 
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1 Q. Mr. Fontaine, what are the target heat rates Cult 

2 praposes to uao in the GPIP to~ these units tor the 

3 performance period April l , 1996 through 

4 September 30 , 1996? 

5 11.. I would like to retet you to page 32 of Schedule 1 of 

6 my exhibit where these targets are listed. 

7 

8 Q. How were these proposed target heat rates deter~ined? 

9 A. In every case they were determined according to the 

10 GPif' implementation manual procedures !or Gult. 

ll Page 2 ot Schedule 1 uhows the target average net 

12 operating heat rata equatio"s tor tho proposed GPif 

1 3 units, and pages 4 through 29 of Schedule 1 contain ~he 

14 weekly historical data used for the statistical 

15 development ot these equations. 

1 6 Pages 30 and 31 ot Schedule l pres~nt the calculations 

17 wh Jch provide tho unit target heat ratns from the 

18 target e,uationa. 

19 

20 Q. Were the maxi~um and minimum attainable heat rat~s for 

21 each proposed GPIF unit, indicated on page 32 ot 

22 Schedule 1, calculated according to tho appropriate 

23 GPIP imple.mentation manual procedures? 

2 4 A. Yes, Sir. 

25 
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1 Q. What are tho proposed target, 114Ximum and mini•WD, 

2 equivalent availabilities tor Gulf's unit•? 

3 A. The target equivalent availabilititts and their ranges 

4 are listed on page 4 of Schedule 2. 

5 

6 Q. How are those target equivalent availabilities 

7 determined? 

8 A. The target equivalent availabilities were determined 

9 according to the standard CPIF implementation manual 

10 procedures for Gulf, and ere pre•e nted on page 2 ot 

11 Schedule 2. 

12 

1 3 Q. How were the •aximum and minimum attalnable equivalent 

1 4 availabilities determined for each unit? 

15 A. The maximum and minimum attainable equivalent 

16 availabilities, wh: ch are presented along with their 

17 respective target availabilities on page 4 of 

18 Schedule 2, were deturmined per GPIF manual procedures 

19 for Gulf. 

20 

21 Q. Mr. Fontaine, has Gulf completed tho GPIF m.i. nimum 

22 filing requirements data package? 

23 A. Yes, w• have completed tho requ1red data. Schedule J 

24 of my exhibit conta i ns this information. 

25 
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1 Q. Mr. Fontaine, would you please sWUiarizc your 

2 testimony? 

3 1\. 

4 

5 

6 

7 

6 

9 

10 

11 

12 

13 

14 

15 

1 6 

17 

18 

19 

20 

21 

Yes. Gulf asks that the Commission accept: 

Crist Units 6 and 7, Smith UnitR 1 and 2 and 

Daniel Units 1 and 2, tor inclusion under the GPIP 

tor the period of April 1 , 1996 through 

September 30, 1996. 

2. The target, maximum attainable, and minimum 

attainable average net operating heat rates, as 

proposed by the company and as shown on page 32 of 

Schedule 1 and also page 5 of Schedule 3 ot my 

exhibit. 

3. The target, maximum attainable, and minimum 

attainable equivalent availabilities, as proposed 

by the Company and as shown on page 4 of 

Schedule 2 and also page 5 of Schedule 3 of my 

exhibi t. 

4. The weekly average nEt operating heat rate least 

22 squares regression equations, shown on page 2 of 

23 Schedule 1 and ala~ pages 18 through 23 of Schedule 3 

24 of my exhibit, tor usc in adjusting the six-month 

25 actual unit heat rates to target conditi ons. 
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Mr. Fontaine, does this conclude your testimony? 

Yes, Sir. 
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSICiN 

PREPARED DIRECT TESTIMONY 

OF 

GEORGE A. KESELOWSXY 

Will you please eta te your name, business i:iddress, and 

employer? 

My name is George A. Keselowsky and my busines s address is 

Post Office Box 111, Tampa, Florida 33601. I am employed 

by Tampa Electric Company . 

Please furnish us with a br~ef outline of your educational 

background and business experience. 

I graduated in 1972 from the Unive~sity of South Florida 

with a Bachelor of Science Degr~e in Mechanical 

Engineering. I have been employed by Tampa Electric 

19 Company in various engineering positions since that tiMe. 

20 My curren= position is that of Senior Consulring Engineer 

21 -Production Engineering. 

22 

23 Q. 

21 

25 A. 

What are your curr ent responsibilities? 

I am responsible for t.E:.sr:.ing and reporting unit 
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23 

24 
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performance, and the compilation and reportiillg 

generation statistics. 

What is the purpose of your testimony? 

of 

My testimony presents the actual performance results fron. 

unit equivalent availability and station heat rat~ used t o 

determine the Generating Performance Incentive Factor 

(GPIP) for the period April 1995 through September 1995. 

I will also compare these results to the targets 

established prior t o the beginning of the period. 

Have you prepared an exhibit with the results !or this six 

month period? 

Yes. Under my direction and supervision an eY~ibit has 

been prepared entitled, "Tampa Electric Company, April 

1995 - September 1995, Generating Performance Incentive 

Factor Results• consisting of 28 pages that was filed with 

this testimony (Have identified as Exhibit GAK-1). 

Have you calculuted the results of Tampa BkecLric Company 

for its performance under the GPIF during this period? 

Yes r have. This io ohown on page 1 of my oxhibit. e~serl 

2 
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1 upon +1.853 GPIP points, the result is a reward amount o! 

2 $376,230 for the period . 

3 

4 Q. Please proceed with your reviow of Lhe actual results for 

5 the April 1995 - September 1995 period. 

6 

7 A. On page 3 ot my exhibit, the nr.tual averago common oquity 

a for the period is shown on line 8 as $1,002,275,843. This 

9 pr oduces the maximum penalty or rewa rd f igure o! $2,010,383 

10 as shown on line 15, page 3, and also page 2 of my exhibit. 

11 

12 0- Would you please explain how you arrived at the actual 

13 equivalent availability results for t~~ six units included 

14 within the GPIF? 

15 

16 A. 

17 

18 

Yes I will. Operating data on each of our operating units 

is filed monthly with the Florida Public Service Commission 

on the Actu~l Unit Performance data Corm. Additional l y, 

19 outage information is reported to the COII'CIIission on a 

20 monthly basis . A summary of this data for the six months 

21 provides Lhe basis for the GPIF. 

22 

:!3 0. 

24 

25 

Are t.he equivalent availabil it.y roaul t s shown on png•l 6, 

column 2, directly applicable to the GPIP table? 

3 
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Not exactly. AdjustmP.nts to equivalent availability may be 

required as noted in section 4.3.3 o! the GPIP Manual. ThP 

actual equivalent availability including the required 

adjustment is shown on page 6 o! my exhibit. The necessary 

adjustments as prescribed in the GPIP t~nual are further 

defiued by a letter dated October 23, 19a1, from Mr. J.H. 

Hoffsis ot the Commission's Sta!f. The adjustments for 

each unit are as follows: 

Gannon Unit No 5 

This unit was not scheduled to have ~ planned outage during 

the Summer 1995 period, and did not in fact have one. 

Consequently, the actual equivalent availability of 91.5\ 

requi~es no adjustment, as shown on page 7 o! my exhibit. 

GannQn lloit NQ , 6 

On this unit, 240 planned outage hours were originally 

scheduled to tall within Lhc Swml•!r 1995 pt!riod. 'l'he 

actual planned outage activities rcquirc:d 220.a hours. 

Consequently, th~ actual equivalent av~ilability of 97.at 

is adjusted to a7.4\, as shown on page a of my exhibit. 

Bi9 Bend Unit-HQ~ 

On this unit, 48 planned octage hours were origi:-1ally 

scheduled ~o fall within the Summer 1995 period. Actual 

4 
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25 Q. 

planned outage activities were completed 3uch that e. 6 

hours were required at the beginning of the period. 

Consequently, the actual equivalent availability or 88.7\ 

is adjusted to 87.9t as shown on page 9 of my exhibit. 

Big Bend Unit No. 2 

This unit was not scheduled to have a planned outage during 

the SWlU'I\er 199~ period and did not in fact have one. 

Consequently, the actual equivalent availability of 88.5\ 

requires no adjustment as shown on page 10 ot my exh!b:t. 

Big Bend Unit No 3 

On this unit 1008 planned outa!Je hours were originally 

scheduled to fall within the Sunmer 1Q95 period. Actual 

planned outage activities requ'red 937.4 hot.rs. 

Consequently, the actual equivalent availability of 63.3~ 

is adjusted to 62 .0t as shown on page 11 of my exhibit. 

Big Bend unit No. 4 

This unit was not scheduled to have a planned outage durir.g 

the Surnmor 1995 period, and did not in fact have one. 

Consequently, tho actual equivalent availability o( J2. 4\ 

requires no adjustment as shown on page 12 of my exhibit . 

How did you arrive at the applicable equivalnr.t: 

5 
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availability points for each unit? 

The tinal adjusted equivalent availabilities fat "ach .. .1111 t.: 

are shown on page 6, column 4, ot my exhibit. This number 

is entered into the reopective Generating Perfonnanc<.: 

Incentive Point (GPIP) Table for each particula::: unit: on 

pages 21 t.hrough 26. Page 4 of my exhitJit summarizes t.:ht! 

equivalent availability points to be awarded or penaliz~d. 

Would you please explain the heat rate results rela tive to 

the Gi?IF? 

The actual heat rate and adjusted actual heat rat·~ !.:>r 

Gannon and Big Bend Station are shown on page 6 or my 

exhibit. The adjustment was d~velopet1 based on t.:h,• 

guidelines of section 4. 3. 6 of the GPIF Manual. This 

17 procedure is further defined by a letter dated October 23, 

18 1981, !rom Mr. J.H. Hoffsis of th~ FPSC Staff. The :ina; 

19 adjusted actual heat rates are also shown on page 5 a! my 

20 exhibit. This heat rate nun.ber is entered i:~to r:he 

21 resp~ctivr GPIP table for the particula~ unit, shown on 

22 pages 21 through 26 . Page 4 of my exhihit summarizes tiF~ 

23 weighted hoat rate and equivalent availability points t:o b·• 

24 awarded. 

25 

6 
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Were any additional adjustments to heat rate required? 

Yes. on June 20, 1995 operation ot the Big Bend 4 scrubber 

was increased to include scrubbing all flue gas from Big 

Bend 3. Since that time Big Bend 3 heat rates have been 

calculated with the added power required for scrubbing. In 

order to maintain compatibility with target history, Big 

Bend 3 June through September 1995 heat rates are 

calculated without this added power for the GPIP process. 

This is retlect~d in my exhibit. Successful completion oC 

this project to max~ze the potenti~l of existing plant 

equipment represents a major cost savings and benefit to 

our customers . 

Does this assure that the Big BPnd 3 i.eat rate for the 

period is appropriate for comparison to its t.arget and 

meets GPIF criteria? 

19 A. Yes. 

20 

21 Q. 

22 

23 

24 A. 

25 

What is the overall GPIP for Tampa Electric Company rlurin3 

this six month period? 

This is shown on page 28 of my exhibit. Essent~ally. the 

weighting factors shown on page 4, colwnn 3, plus the 

7 
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1 equivalent availability points and the heat r.:!:e points 

2 shown on page 4, column 4, are substituted within the 

3 equation. This resultant value, +1 .853, is then entered 

4 into the GPIP table on page 2. Using linear interpolation, 

5 a reward amount of $376,230 is calculated. 

6 

7 o. 

8 

9 A. 

10 

11 

12 

l3 

1': 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Does this conclude your testimony? 

Yea, it does. 

8 
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BBPOILB TBB PLOILIDA PUBLIC SBILVICI COKNICSION 

PllBPAllKD DIUC'l' 'l'JlS'l'IXONY 

OP 

OBOILGB A. DSKLO"Sn 

Will you plea•e state your name, business address, and 

7 employer? 

8 

9 A. My name is G~orge A. Kese~ owsky and my business address is 

10 Post Office Box 111, Tampa, Florida 33601. I am employed 

11 by Tampa Electric Company. 

12 

13 Q. Plea.se furnish us with a brief outline of your educational 

14 backgr~und and business experience. 

15 

16 A. I graduated in 19~2 from the University of South Florida 

17 with a Bachelor of Science Degree i.n Mechanical 

18 Engineering. I have beec employed by Tampa Electric 

19 Company in various engineering positions s i nce that time. 

20 My current position is that of Senior Consulting Bngineer 

21 - Production Engineering. 

22 

23 Q. What are your current responsibilities? 

24 

25 A. I am responsible for testing and reporting unit 

1 
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1 performance, and the compilation and reporting ot 1 

2 generation statistics. 

3 

4 Q. 

5 

6 A. 

What is the purpose of your testimony? 

My testimony preeents ~ Blectric Company's methodology 

7 for determining the various factors required to compute tho 

a Generating Performance Incentive Factor (GPIP) as ordered 

9 by this Commission. 

10 

11 Q. 

l2 

13 

H A. 

15 

Have you prepared an exhibit showing the various elements 

of the derivation of Tampa Electric Company's GPIP formula? 

Yes, ~ have prepared, under my direction and supervision, 

an exhibit entitled "Tampa Blectric Company, Generating 

16 Pertormance Incentive Factor• April 1996 - September 1996, 

17 consisting of 35 pages filed with the Commission on 

18 January 22, 1996. (Have identified as Rxhibit GAK-2). The 

1~ data prepared within this exhibit is consistent with the 

20 GPIF Implementation Manual previously approved by this 

21 Commdseion. 

22 

23 

24 

25 

2 



1 Q . 

2 

3 

4 A. 

5 

6 

7 

8 Q. 

9 

10 

11 

12 A. 

13 

14 

15 

16 Q. 

17 

18 A. 

19 

20 

21 

22 

23 

24 

25 
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Which generating units on Tampa Electric Company's system 

are included in the determination of your GPIP? 

Six of our coal·fired units are included. These are: 

Gannon Station Units 5 and 6; ar.d Big Bend Station Unlts 1, 

2, 3, and 4. 

Will you describe how Tampa Blectric Company evolved the 

various factors associated with the GPIP as ordered by this 

CODII\ission? 

Yes. Pi~~t, the two factor• to be used, as set forth by 

the Commission Staff, are unit availability and station 

heat rate. 

Please continue. 

A target wa~ established for equivalent availability for 

each unit considered for this period. Heat rAte targets 

were also established for each unit. ~ range of potential 

improvement and degradation was determinec." for each of 

these parameters. 

3 
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Would you desc~ibe how the target values for unit 

availability were determined? 

Yes I will. The Planned OUtage Factor (POP) and the 

5 Equivalent Unplanned Outage Factor (BUOF) were subtracted 

6 from lOOt to dete~ne the target equivalent availabili~y. 

7 The factor"' for each of the 6 units included within the 

8 GPIF are shown on page 5 ol my exhibit. Por example, the 

9 projected BUOF for Big Bend Unit One is 13.3\. The Planned 

10 Outage Factor for this same unit during this period is Ot. 

11 Therefore, the target equivalent availability for this lmit 

12 equals: 

13 

14 lOOt- ((l3.3t + Ot)] • 86.7t 

15 

16 This is shown on page 4, column 3 of my exhibit. 

17 

18 Q. 

19 

20 

21 A. 

How was the potential for unit availability improvement 

determined? 

Maximum equivalent availability is arrived at using the 

22 following formula. 

23 

24 

25 
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1 Bguiyalent Ayail&bility Maximum 

2 BAPMAX • lOOt -[0.8 (BUOF1 ) + 0.95 (POFrll 

3 

4 The tactora included in the above equations are the same 

5 factors that determine target equivalent availability. To 

6 attain the maxtmum incentive points, a 20t reduction in 

7 Forced Outage and Maintenance Outage Factors (BUOF} , plus 

8 a St reduction in the Planned Outage Factor (POP) will be 

9 necessary. Continuing with our example on Big Bend Unit 

10 One: 

11 

12 BAP ~ • lOOt - (0.8 (13.3t) + 0.95 (Ot}] • 89.4t 

13 

14 This is shown on page 4, columc 4 ot my exhibit. 

15 

16 Q. 

17 

18 

19 A. 

Row ~as the potential tor unit availability degradation 

determined? 

The potential for unit availability degradation is 

20 signiUcantly greater than is the potential for unit 

21 availability improvement. This concept was discussed 

22 extensively and approved in earlier hearings bP.fore this 

23 Commission Tampa Blectric Company• a approach to 

24 incorporating this skewed effect into the unit availability 

25 tables is to use a potential degradation rang~ equal to 



~ 

2 

3 

4 

5 

6 

7 

8 

9 
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• 

twice the potential improvement. Consequeutly, minimum 

equivalent availability is arrived at via the following 

formula: 

Equivalent Availability Minimum 

Again, continuing with our example of Big Band Unit One, 

10 RAP MIN • ~OOt • (1.4 (l.3.3t) + 1.1 (Ot)] • 81.4t 

ll 

12 Equivalent availability MAX and MIN for the other five 

13 units is computed in a similar manner. 

15 Q . 

16 

17 

18 A . 

19 

20 

How do you arrive at the Planned OUtage, MaintP.nance Outage 

and Forced Outage Factors? 

Our planned outages for this period are 9hown on page 19 of 

my exhibit. A Critical Path Method (C. P.M.) tor each major 

planned outage which affects GPIP ia included in ey 

2 ~ exhibit. For example, Gannon Unit 6 is scheduled for a 

22 Il'ajor unit i.nspection fran March 26 to May 20, 1996. There 

23 are 1199 planned outage hours scheduled for the summer 1996 

24 period, and a total of 4391 houre during thia 6 month 

25 period. Consequently, the Planned Outage Factor for Unit 6 

6 
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1 at Gannon is 1199/4391 x lOOt or 27. 3t . 'l'his tactor is 

2 shown on pages 5 and 14 ot my exhibit. 9ig Bend Units 1 

3 through 4 as well ae Gannon Unit 5 have planned outage 

4 factors ot zero. 

5 

6 Q. 

7 

9 

9 A. 

0 

How did you arrive at tbe Forced Outage and Maintenance 

Outage Factors on each unit? 

Graphs of both ot these factors (adjusted for planned 

outages) va. time are prepared. Both monthly data and 12 

11 month moving average data are recorded. For each unit the 

12 most current, September 1995, 12 montb ending value was 

13 used as a basis for tbe projection. This va~ue ~~s adjusted 

14 up or down by analyzing trends and causes for recent forced 

15 and maintenance outages. hll projected factors are based 

16 u.ron historical unit performance, engineering judgment, 

17 time since last planned outage, and equipment performance 

18 resulting in a forced or maintenance outage. These target 

19 factors are addi tive and result in a BUOP of 9. 6t f o r 

20 Gannon Unit Five. Tbe Equivalent Unplanned Outage Pact~r 

21 (BUOP) for Gannon Unit Five is veritied by the data shown 

22 on page 13, lines 3, 5, 10 and 11 ot my exhibit and 

23 calculated using the tormule: 

24 

25 

7 
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.. 

l SUOP • !POH + BFOH + MQH t BMQii) x 100 

2 Period Hours 

3 or 

4 BUOF • (372 t 48) x 100 • 9.6t 

5 4391 

6 Relative to Gannon Unit Five, the SUOP ot 9.6t torms the 

7 basis ot our Equivalent Availability target development as 

9 shown on sheets 4 and 5 ot my exhibit. 

9 

10 Q. Please continue witb your revieu ot the remaining units. 

11 

12 JUg_ Bend Unit One 

13 A. The projected BUOF for this unit is 13. 3t during this 

14 period. This unit will not have a planned outage this 

15 period and the Planned OUtage Pactoc is o.ot. Thi s results 

16 in a target equivalent availability of 96. 7t for the 

17 period. 

19 

19 Big Bend Unit TwO 
20 The projected BUOF for this unit is l4.1t. This unit will 

21 not have a planned outage during this period and the 

22 Planned OUtage Factor is Ot. Therefore, the target 

23 equivalent availability for thia unit is 85.9t. 

24 

25 

8 
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1 Big Bend Unit Three 

2 The projected BUOP for this unit ia 12. 9t during this 

3 period. This unit will not have a planned outage this 

4 period and tne Planned Outage Pactor i s O.Ot. Theretore, 

5 the target equivalent availability for this unit is 87.1\. 

6 

7 Big Bend Unit Pour 

8 The projected BUOP for this unit is 10.3t. Thia unit will 

9 not have a planned outage during this period and the 

10 Planned Outage Factor is Ot. This results in a target 

11 equivalent availability of 89.7t for tbe period. 

12 

13 GAnnon Unit Piye 

14 The projected BUOP for this unit ia 9.6t. This unit wil l 

15 not have a planned outage during this period and the 

16 Planned Outage Factor is Ot. Therefore. the target 

17 equivalent availability tor this unit is 90.4t. 

19 

19 Gappqn Ynit Six 

20 The projected BUOP for thie unit is 7.9t. This unit wi ll 

21 have a pl.nned outage during this pe-iod and the Planned 

22 Outage Factor is 27.3t. Therefore, the target equivalent 

23 availability tor this unit is 64.8t. 

24 

25 
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1 Q. 

2 

3 

4 

5 A. 

6 

1 7 '} 

Would you summari..ze your testimony regarding Equivalent 

Availability Factor (BAF), Equivalent Unplanned Outage 

Factor (BUOF) and Equivalent Unplanned Outage Rate (BUOR)? 

Yes I will. Please note on page 5 that the GPIF system 

weighted Equivalent Availability Factor CBAF) equals 84.0•. 

7 This target compares very favorably to p:.-evious GPIF 

8 periods io that it is better than three o! the five 

9 previous periods, as well as the five period average RAP. 

10 These targets represent an outstanding level of performance 

11 for our system. 

12 

13 Q. As you graph and monitor Forced and Maintenance Outage 

14 Factors, why are they adjusted for planned outage hours? 

15 

16 A. 

17 

18 

19 

20 

This adjustment makes these factors more accurate and 

comparable. Obvtously, a unit io a planned outage sr.age or 

reserve shutdown stage will not inc\lr a to.cced or 

maintenance outage . Since our units are usually base 

loaded, reserve shutdown is generally not a factor. To 

21 demonstrare the effects of a planned outage, note the BUOR 

22 and BUOF for Gannon Unit Six on page 14. During the months 

23 of June through September, BUOF and BOOR are equal. This 

24 is due to the fact that no planned outages are acheduled 

25 during these months. During the monr.h of May, BUOR exceeds 

10 
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10 

11 

12 

13 
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15 

16 Q. 

17 

18 

19 

20 A. 

1 7 3 

BUOF. The reason for this difference is the scheduling of 

a planned outage. The adjusted factors apply to the period 

hours after pla~ned outage hours have been extracted. 

Does this mean that both rate and factor data are used in 

calculated data? 

Yes it does. Rates provide a proper and accurate method of 

arriving at the unit parameters. These are then conver..:ed 

to factors since they are direct 1y additive. That is, the 

Forced Outage Factor • Maintenance Outage Factor • Planned 

Outage Factor • Equivalent Availability • lOOt. Since 

factors are additive, they aro easier to work with and to 

understand. 

You previously stated that you had developed a CPM for your 

unit outages. How do you use the CPM i n conjunction with 

your planned outages? 

The CPM' s included in this exhibit aro preliminary and 

21 i nclude only the major work activities we expect to 

22 accomplish during the planned outage. Planned outages are 

23 very complex and d.re anticipated months iT'\ advanc~. The 

24 actual CPM•s u~ilized in the execution of the planned outage 

25 are detailed for all major and minor work activities. 

11 

0 
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1 Since it is important to the company and beneficial to cur 

2 CUstomers ~o control outage length, we have implemented a 

3 computerized outage management system. Essentially, this 

4 tool enablea management to monitor outage progress, measure 

5 activity results against previously established milestones, 

6 and verify timely execution o! all critical path events. 

7 This results in the shortest outage time poaaible and the 

8 maxLmum utilization of all resources. Any reduction in 

9 planned outage length directly improves unit equivalent 

10 availability. 

11 

12 Q. Ha8 Tampa Blectric Company prepared the necessary heat rate 

13 data required !or the determination o! the Generating 

14 Performance Incentive Factor? 

15 

16 A. 

17 

18 

19 Q. 

20 

21 A. 

22 

23 

24 

25 

Yea. Target heat rates as well as ranges of potential 

operation have been developed as required. 

On what basis were the heat rate targets determined? 

Average net operating heat rates ~re determined and 

reported on a unit basis. Therefore, all heat rate ~ta 

pertaining to the GPIF is calculated on this basis. 



1 Q . 

2 

3 A. 

4 
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' 
How were these targets determined? 

Net heat rate data for the three most recent summer 

periods, along with the PROMOD III program, formed the 

5 basis of our target developm<!nt. Projections of unit 

6 performance were made with the aid of PROMOD III. The 

7 historical data and the target values are analyzed to 

B assure applicability to current conditions of operation. 

9 This provides assurance that any periods of abnormal 

10 opera tiona, or equipment modifications having material 

11 effect on heat rate can be taken into consideration. 

12 

13 Q. 

14 

The accomplishment of scrubbing the flue gas from Big Bend 

Unit 3 requires an additional amount of station service 

15 power. How do you plan to address the associat~ effect to 

16 net heat rate for GPIP purposes? 

17 

18 A. 

19 

20 

The cbange in heat rate for this unit resul(:ing fran increased 

utilization of the Unit 4 scrubber can be quantified, but to 

date the operational history is short. '!be target for Bi3 

21 Bend 3 has , therefore, been developed in th<.! standard fashion 

22 using data wit:hout scrubber power. In order to assure 

23 compatability with this target, scrubber power will be rawved 

24 prior to calculating Unit 3 heat rate for the eubeequent Tnle-Up 

25 process . 'Ihis method will be enployed until there is suf~icient 

13 
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1 history to meet target preparation guidelines. Successful 

2 implementation of this innovation to maximize the potential of 

3 existiog plant ~pment, represents a major cost savings and 

4 

5 

6 Q. 

7 

9 

a significant benefit for our customers. 

Have you developed the heat rate targets in accordance with 

GPI? guidelines? 

9 1\, Yes. 

10 

11 Q. How were the ranges ot heat rate improvement and heat rate 

12 degradation determined? 

13 

14 A. 

15 

16 

17 

18 

19 

20 Q. 

The ranges were determined through analysis of historical 

net heat rate and net output factor data. This is the same 

data from which the net heat rate vs. net output tactor 

curves have been developed for each uniL. This information 

is shown on pages 27 through 32 of my exhibit. 

Would you elaborate on the analysis used in the 

21 determination of the ranges? 

22 

23 A. 

24 

The net heat rate vs. net output factor curves a.re Lhe results 

of a first: order curve fit: to historical data. The standard 

25 error of the estinate of this data waa detennined, and a factor 

u 
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1 was applied to produce a band of potential in"pravt'!lrlmt and 

2 degradation. Both the curve tit and tbe stan.-1ard error ot the 

3 estinnte we.re perfo:J'O'!!d by CXJIPlter progxam for each statioo. 

4 These curves are also used in poet period adjust:nents to actual 

s beat %ates to acoount for unanticipa.ted cr....nges in unit dispatch. 

6 

7 Q. 

8 

9 

10 A . 

11 

12 

can you summarize your heat rate projection for the summer 

1996 period? 

Yes. The heat rate target for Big Bend Unit 1 is 10,077 

Btu/Net kwh. The range about this value, to allow for 

potential improvement or degradation, is ±228 Btu/Net kwh. 

13 The heat rate target for Big Bend Unit 2 is 10,020 Btu/Net 

1·1 kwh with a range of :t:243 Btu/Net kwh. The heat rate target 

15 for Big Bend Unit 3 is 9. 777 Btu/Net kwh, with a range of 

16 :t:255 Btu/Net kwh. The heat rate tar9et for Big Bend Unit 

17 4 is 10,149 Btu/Net kwh with a range o! :t:200 Btu/Net kwh 

18 The heat rate target for Gannon Unit s is 10,343 Bt u/Net 

19 kwh with a range of :t:200 Btu/Net kwh. The heat rate target 

20 for Gannon Unit 6 is 10,443 Btu/Net kwh with a range of 

21 :t:342 Btu/Net kwh. A zone of tolerance of :t: 75 Btu/ Not kwh 

22 is included within the range for each target. This is 

23 shown on page 4, and pages 7 through 12 of my e.xhihit. 

2 4 

25 
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1 Q. Do you !eel that the heat rate targets and ranges in your 

2 projection meet the criteria of the GPIP and the philosophy 

3 of this Commission? 

4 

S A. 

6 

7 Q . 

8 

Yes I do. 

After determining the target values and ranges for average 

net operating heat rate anO equivalent availability, what 

9 is the next step in the GPIP? 

10 

11 A. 

12 

13 

14 

The next step is to calculate the savings and weighting 

factor to be used for both average net operating heat rate 

a nd equivalent availability. This is shown or. pages 7 

through 12. Our PROMOD III cost simulation model was used 

15 to calculate the total system !!uel cost if all units 

16 operated at target heat rate and target av>ailabi.lity for 

17 the period. This t otal system fuel cost of $135,353,100 is 

18 shown on page 6 column 2. 

19 

20 The PROMOD III output was then used tc cal culat:e total 

21 system fuel cost with each unit individually operating at 

22 maximum improvement in equivalent availability and each 

2 3 station operating at maximum improvement in average net 

24 operating heat rate. The respective savings are shown on 

25 page 6 column 4. After all the individual savings are 

16 
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1 calculated, col~.m 4 is totaled: $4,631,700 reflects the 

2 savings if all units operated at maximum improvement. A 

3 weighting factor for each parameter Ls then calculated by 

4 dividing individual savings by the total. For Big Bend 

5 Unit One, the weighting factor tor equivalent availability 

6 is 10. 02t as shown in the right hand column on page 6. 

7 Pages 7 thru 12 show the ~oint table, the Fuel 

8 Savings/ (Loss) • and the equivalent availability or heat 

9 rate value. The individual weighting factor is also shown. 

10 For exarrple, on Big Bend Unit One, page 9, if the unit 

11 operates at 89. 4t equivalent availability, fuel savings 

12 would equal $464,000 and 10 equivalent availability points 

13 would be awarded. 

14 

15 Tt~ Generatiog Performance Incentive Factor Reward/Penalty 

16 Table on page 2 is a SUIIIMry of the tables on pages 7 

17 through 12. 7he left hand column of this document shows 

18 the Tampa Blectric Company's incentive points. The center 

19 column shows the total fuel savings and is the same amount 

20 as shown on page 6, column 4, $4,631,700. The right hand 

21 column of page 2 is the estimated reward or penalty based 

22 upon performance. 

23 

24 

25 

17 
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14 
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How were the ~~ allowed incentive dollars determined? 

Referring to my exhibit on page 3, line 9, the estimated 

average common equity for the period April 1996 - september 

1996 is shown to be $1,068,831,000. Thia produces the 

maximum allowed jurisdictional incentive dollars of 

$2,155,275 ahown on line 15. 

Is there any other constraint set forth by this Commission 

regarding the magnitude ot incentive dollara? 

Yes. Incentive dollars are not to exceed fifty percent of 

fuel savings. Page 2 of my exhibit demonstrates that the 

incentive amount calculated on page 3 meets this 

15 constraint. 

16 

17 Q. 

19 

19 A. 

Do you wish to summarize your testimony on the GPIF? 

Yea. To the best of my knowledge and understanding, Tampa 

20 B~ectric Company has fully complied with ~he Commission's 

21 directions, philosophy, and methodology in our 

22 determination of Generating Perforn~nce Incentive Factor. 

23 The GPIP for Tampa Electric Company is expressed by the 

24 following formula for calculating Generating PerfonNL~ce 

25 Incentive Points (GPIP) : 

18 
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GPIP • 

Where: 

GPIP • 

EAP • 

1 8 1 

0.0295 BA.PCIIS + 0.0538 BAPGN6 

+ 0.1002 EAPII, + 0.1084 BAP UZ 

+ 0.1027 BAPall + 0 . 0847 BAP"' 

+ 0.0450 HRPCiNS + 0.0893 RRPGII6 

+ 0.0924 HRP811 + 0.0980 HRP ••z 
+ 0.1063 HRPw + 0.0897 HRP"'l 

Generating pertormance incentive points. 

Equivalent availability points awarded/deducted !or 

Units 5 and 6 at Gannon and Units l, 2, 3 and 4 at 

Big Bend. 

1~ HRP • Average net heat rate points awarded/deducted for 

13 

14 

15 

16 Q. 

Units s and 6 at Gannon and Units 1, 2, 3 and 4 at 

Big Bend. 

Have you pr~pared a document summarizing the GPIP targets 

17 for the April 1996 • September 1996 period? 

18 

19 A. Yes The availability ~~ heat rate targets for each unit 

20 are listed on attachment "A" to this testimony entitled 

21 "Tampa Electric Company GPIF Targets, April \, 1996 

22 · S~ptember 30, l996 m. 

23 

24 

25 



~ Q. 

2 
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4 A. 

5 

6 Q. 

7 

9 A. 

, 8 2 

Do you wish to sponsor an exhibit consisting of estimated 

uni t performance data supporting the fuel adjustment? 

Yes I do. (Have identified as Rxhibir GAK·3) . 

Briefly desc~ibe thiu exhibit. 

'1hls exhibit ec:msistt of 22 pages. '1'hiB data is Tanpa &leetrle 

9 catpaoy' s estin'ate of t.be Unit Perfcrmmce Data and unit Outage 

10 Data for the April 1996 • Septerrt>e.r 1996 period. 

11 

12: Q. Does this conclude your testimony? 

13 

14 A. Yes. 

20 




