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1 PROCIIIIDIBGS 

2 (Transcript follows in sequence from 

3 Volume 2 . ) 

4 ~~ Joa.so•a Did we move into the 

5 record the testimony for the stipulated items? 

6 xs. PAUGH& Not yet. We need to do that. 

7 staf~ requests that all of the testimony for 

8 stipulated items and the exhibit• be moved into the 

9 record . 

10 

11 

12 

13 

14 second. 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

CBAI~ JOHBSOWa Is there a motion? 

C~SSIOWBR CLARia So moved. 

COMXI88IOKBR GARCIA& Second. 

~RKAH JOBNSOHa There's a motion and a 

Show it so moved without objection. 

FLORIDA PUBLIC SBRVIC• COKKI88IOM 
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2 A. 
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5 a. 
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FLORIDA POWER CORPORATION 

DOCKET No. 970001-EI 

Fuel and Capacity Cost Recovery 
Final True-up Amounts for 

October 1996 through March 1997 

DIRECT TESTIMONY OF 
JOHN SCARDINO. JR. 

Please state your name and business address. 

296 

My name is John Scardino, Jr. My bu~iness address is Post Office Box 

14042, St. Petersburg, Florida 33733. 

By whom are you employed and in what capacity? 

I am employed by Florida Power Corporation (Florida Power or the 

Company) in the capacity of Vice President and Controller. In addition, 

I also hold the position of Vice President and Controller of Florida 

Progress Corporation, the holding company of Florida Power 

Corporation. 

1 2 a. Have the duties and responsibilities of your position with the Company 

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

14 A. Yes. 

15 

1 6 Q. What Is the purpose of your testimony? 
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A. The purpose of my testimony is to describe the Company· s Fuel Cost 

2 Recovery Clause final true-up amount for the period of October 1996 

3 through March 1997, and the Company's Capacity Cost Recovery 

4 Clause final true-up amount for the same period. 

5 

6 a. Have you prepared exhibits to your testimony? 

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

8 examines the difference between the estimated fuel true-up and the 

9 actual period-end fuel true-up. This variance analysis is attached to my 

1 o prepared testimony and designated Exhibit No. __L!i_ (JS -1). Also 

1 1 attached to my prepared testimony and designated Exhibit No. I')"" 

12 (JS-2) are the Capacity Cost Recovery Clause true -up calculations for 

13 the October 1996 through March 1997 penod. Also, I will sponsor the 

14 applicable Schedules A 1 through A9 for the period to date through 

15 March 1997, which have been previously filed with the Commission 

1 6 and are also attached to my prepared testimony for ease of reference 

17 and designated as Exhibit No. _k_ (JS-3). 

18 

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

20 testimony or exhibits In this proce&dlng7 

21 A. Unless otherwise indicated, the actual data is taken from the books and 

22 records of the Company. The books and records are kept in the reCJular 

23 course of business in accordance with generally accepted accountmg 

24 principles and practices, and provisions of tho Uniform Systom of 

25 Accounts as presr:ribed by this Commission. 

- 2 . 
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FUEL COST RECOVERY 

2 a. What Is the Company's jurisdictional ending balance as of March 31, 

3 1 997 for fuel cost recovery? 

4 A. The actual ending balance as of March 31, 1 997 for true·up purposes 

5 is an underrecovery of $89,565,627 

6 

7 a. How does this amount compare to the Company s estimated ending 

8 balance included In the April 1997 through September 1 997 period? 

9 A. When the estimated underrecovery of $88,684,203 to be collected 

1 o during the period of April 1997 through September 1997 is taken 1nto 

1 1 account, tha final true-up attributable to the s1x-month period ended 

12 March 31, 1997 is an underrecovery of $881,424. 

13 

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

15 A. The amount was determined in the manner set forth on Schedule A2 

16 of the Commission's standard forms preJiously subm1tted by the 

1 7 Company on a monthly basis but adjusted to remove the recoverable 

1 8 costs incurred by Florida Power associated with the recalculation of the 

19 firm energy price to Lake Cogen Limited which amounted to $5.4 

20 million on a retail basis and is subject to approval in Docket 961 4 77 . 

21 

22 Q. What factors contributed to the period-ending jurisdictional 

23 underrecovery of $89.6 million as shown on your Exhibit No . 1'1 (JS- 1 I? 

24 A. The primary reason for the fuel cost underrecovery was tho 

25 unavailability o f tho Crystal River 3 nuclear plant (CR3l. Th1s and other 

. 3 
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factors contributing to the underrecovery are summanzed on Sheet 1 

2 of 3. The actual jurisdictional kwh sales were lower than the original 

3 estimate by 278,531,661 KWH. This decrease in KWH salos. 

4 attributable to abnormally mild weather . resulted .n lower jurisdictional 

5 fuel revenues of $5.2 million. and lower fuel expense. The $68.5 

6 million unfavorable variance 1n jurisdictional fuel and ,.>urchased power 

7 expense was primarily attributable to the replacement fuel cost 

8 resulting from the extended CR3 outage and the settlement energy 

9 payment made to Pasco Cogen. 

10 

1 1 When the differences 1n jurisdiCtional revenues and jurisdic:t1onal fuel 

12 expenses are combined, the net result is an underrecovery of $75. : 

13 million related to the October 1996 through March 1997 time period. 

14 Other variances not directlr rolated to the period include $ 1 2. 2 million 

15 underrecovery of prior period costs and $2 . 1 million 1n interest. Th1s 

16 results in the actual ending underrecovery balance of $89.6. millton. as 

17 of March 31, 1997. 

18 

13 a. Please explain the components shown on Exhibit No. j_j_ (JS-11. 

20 Sheet 2 of 3 which produced the $72.3 million unfavorable $ystem 

21 variance from the projected cost of fuel and net purchased power 

22 transactions. 

23 A. Sheet 2 of 3 shows an analySIS of the system variance for each er•ergy 

24 source in terms of three interrelated components: ( 1) changes 1n tho 

25 amount (MWH' ..,) of energy reqUired; (2) changes in th£' heat rate . or 

- 4 . 
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efficiency, of generated energy (BTU's per KWH); and (3) changes 1n 

2 the unit price of either fuel consumed for generation ($ per mill1on BTU) 

3 or energy purchases and sales (cents per KWH I. 

4 

5 Q. What effect did these components have on the systl:lm fuel and net 

6 power variance for the true-up period? 

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

s requirements from each energy source (column B) combined to produce 

9 a cost 1r1crease of $58.8 million. I will d1scuss th1s component of the 

10 variance analysis in greater detail below. 

11 

12 The heat rate variance for each source of generated energy (column Cl 

13 did not produce a material vanance. 

14 

15 A cost increase of $13.5 million resulted from the price variance 

16 (column 0), which was caused by a number of factors detailed on lines 

17 1 through 17 of Sheet 2 of 3 , of exhibit (JS-1 ). The most s·11nificant 

18 factors contributing to the unfavorable variance were mcreased 011 and 

19 gas prices. Increased oil prices resulted from mcreased market demand 

20 for oil to replenish the industry's low Inventories. Increased gas prices 

21 were attributable to the unusually cold winter 1n the northern United 

22 States. A favorable vanance of $3 million resultcj from avoiding spent 

23 nuclear fuel disposal payments due to the extended outage ot CA3. 

24 Another factor contributing to the variance was the energy price true -

25 up for the period of August 1994 through September 1996 m the 

. 5 . 
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Pasco Cogen OF contract interpretation settlement. Th1s produced a 

2 $5.4 million unfavorable impact during this penod. This change in the 

3 energy calculation methodology was approved m Docket 9614.0 7 -EO. 

4 

5 0. Pteaae explain the analysis shown on Sheet 3 of 3 \>f your Exhibit No. 

6 __lj_ (JS-1 ). 

7 A. The analysis on Sheet 3 of 3 attempts to 1dentify the effect th<!t 

8 generation mix has on total net system fuel and purchased power cost. 

9 Although this interrelationship is generally understood to ex1st , 1t is not 

10 readily apparent from the individual vartances contained in the 

1 1 CommiSSIOn n A .. Schedules or in the analysis presented on Sheet 2 of 

12 3. For example, a decrease in the MWH requirements of nuclear 

1 3 generation shows up on Schedule A3 and on Sheet 2 of my exhibit as 

14 a cost decrease of $11.1 million. While this may be correct in 

1 5 isolation, the true effect of decreased nuclear generat1on is obviouslv 

1 6 a corresponding increase in the MWH requirements of a number of 

17 other more costly energy sources. As seen on Sheet 3 of 3 Column 0, 

18 the result is a higher net system cost of $60.7 million even tf total 

19 system MWH requirements remain unchanged. 

20 

21 In addition to the effect of variances m ge:"leration m1x. this analys1s 

22 also attempts to ldenttfy tho Independent effect of tho lli!l variance 1n 

23 total system MWH reqUirements from all energy sources combined 

24 (internal and external). In this true-up period, for examplo. total system 

25 requtrements were lower than the ongma' forecast by 340.184 MWH 

() -



2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

2? 

23 

24 

a. 

A. 

a. 

3 0 2 

This led to lower net costs of $6.8 million since the lower system load 

decreases oil generation at a cost above the system average. 

pteaae explain how this analysis was 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 me primary causal 

variances 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 1n column B of Sheet 2 for eat..~ 

energy source (and shown again in column B of Sheet 31 among the 

causal variances based on the MWH's allocatllld to each in step 1 . As 

mentioned above, the allocation of individual MWH and cost variances 

to the various causes of those variances 1s not intended to be all 

inclusive or precise. It is intended to be a representative approximation 

of the exceedingly complex cause and effect relationship existmg 

among the individual and total MWH variances and their related cost 

variances. 

What were the major contributors to the $58.8 million cost increase 

associated with the variance in MWH requirements' 

• 7 . 
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A. Lower than expected system requirements during the period contributed 

2 to reduce the unfavorable variance by $6.8 million. The rema1n1ng 

3 $65.6 million unfavorable increase is primarily caused by t!"lu use of 

4 higher cost generation and purchased power primarily to replace nuclear 

5 generation which res •Jited in approximately $60.7 million of th~ total. 

6 

7 Q . Has Florida Power performed a more rigorous analysis to quantify the 

a actual replacement power costa attributable to the current extended 

9 outage of CR3 for the October 1996 through March 1997 true-up 

10 peraod? 

11 A. Yes. CR3's replacement power costs were calculated for the true·up 

12 period using PROMOD IV, the production costing model widely used 

13 throughout the industry. Unlike the more typical PHOMOD projection~. 

14 this analysis simulated the operation of the Florida Power system using 

1 5 only actual data to determine replacement power costs, including actual 

16 loads, plant maintenance. power purchases and sales. and fuel pnces. 

17 The methodology employed 1s Identical to that used in prev·ous 

18 replacement power cost calculation performed by the Company and 

19 accepted by this Commission. This analysis resulted in replacement 

20 power costs for the true-up period of $60.8 million, which is 

21 coincidently close to the amount determined by the less ngorous 

22 employed for variance analysis pur~oses . 

. 8 . 
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0. Has Florida Power provided the Commission with information regarding 

2 the cause and expected duration of the current extended outage of 

3 CR37 

4 A. Yes. Following the February 1997 hearings in this docket, the 

5 Commission directed tl1at a separate spin-off dockfjt be established to 

6 review the current outage of CR3 (Docket No. 970261-EI). Shortly 

7 thereafter on March 19, 1997, Florida Power filed a three-volume 

8 Preliminary Report and appendices describing the cause of the outage 

9 that began on September 2, 1996 and the circumstances that led to 

1 o the dacision in October 1996 to extend the outage in order to make 

1 1 certain equipment modifications in CR3's Engineered Safeguards 

12 systems necessary to increase the unit's safety margins. The 

1 3 Preliminary Report also described other outage actavitae!: that would 

14 take place while these modifications are being performed, as well as an 

15 es·umated time line for CR3's return to service by the end of 1997. At 

16 a workshop held on March 26, 1997, Florida Power mane an oral 

1 7 presentation on the Preliminary Report and responded to questions by 

18 Staff. On April 14, 1997, Florada Power filed the prepared direct 

1 9 testimony of five witnesses who further elaborated on the cause of the 

20 extended outage and various related issues, wath additional rebuttal 

21 testimony to be filed on May 27, 1997 Durang this period Florida 

22 Power has also responded to numerous interrogaton"3s propounded by 

23 Staff and Public Counsel and has submitted over 100,000 pages of 

24 documents requested by the parties. Hearangs have been scheduled an 

25 the spin-off docket for June 26 and 27, 1997, at which time the 

. 9 -
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testimony and exhibits of the parties will be presented to the 

2 Commission. 

3 

4 a. Does this six-month period's ending balance Include any noteworthy 

6 adjustments to fuel expense as shown on exhibit (JS-3). Schedule A2, 

6 page 1 of 4, footnote to line 6b7 

7 A. Yes, Exhibit No. Jk_ (JS-3) shows other jurisdiCtional adjustments to 

8 fuel expense. Noteworthy adjustment include recovery of the 

9 Company's Intercession City Gas Conversion Projects and the pass 

10 through of Emission Allowance expense transactions. 

11 

12 a. Old ra•epayers benefit from the Investment In the Intercession City Gas 

13 Conversaon projects previously approved by the Commassion? 

1... A. Yes. For this period, the estimated system fuel savings related to tho 

15 _onversion of Units 7 & 9 are $1,602,525. The total system 

16 depreciation and return was $320,031 resulting in a net system benefit 

17 to ratepayers of $1,282,494. The estimated system fuel savangs 

18 related to the conversion of Units R & 10 are $1.1 76,469. The system 

19 depreciation and return was $228,865 resuWng in a net system benefit 

20 to ratepayers at $947,604. 

21 

22 a. Has the Company passed any sulfur dioxide ~>mission allowance 

23 transactions through the current or prior periods fuel adjustmant 

24 clause? 

10 . 
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Yes, in prior six-month fuel adjustment clause penods. the Company 

has passed through $749,499 of proceeds from the mandated EPA 

Sulfur Dioxide Emission Allowance Auction as a credit to fuel expense. 

This amount represents the auction proceeds for the years 1 993 

through 1996. Under the provisions of the Clean Air Act Amendments 

(CAAA) of 1990 a percentage of Florida Power's allowances are 

withheld each year to populate a pool of allowances wh1ch EPA offers 

for sale at auction . Anyone can purchase but the real intent of the 

allowance pool was to ensure that allowance~ would be available for 

new units or new entrants to the energy market. Once these 

allowances are sold, proceeds are returned to the company wh1ch 

provided the allowances. 

In the current six-month fuel adjustment clause period, tho Company 

included $743,750 of expense for the purchase of 8,500 EPA Sulfur 

Dioxide Emission Allowances. See (JS-3) Schedule A2, Page 1 of 4, 

Footnote to Line 6b. Florida Power looked ahead to tho 2000 and 

beyond time period when we would need to hold sufficient allowances 

to cover our emissions. Projectmg a def1cit, Florida Power entered the 

S02 market and purchased allowances at a pnce considerably below 

the cost of other compliance options. To fund the purchase Florida 

Power used the proceeds froM the salo of allowanc.:es withheld . In the 

future Florida Power may purchase additional allowances depending on 

market conditions and the Company ' s 502 compliance status . 

• 1 1 . 
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Q. Were there any other unusual coats Included In the current true-up 

2 period? 

3 A. Yes. In December 1996, Florida Power paid Procter and Gamble Papor 

4 Products Company $583,000 to assume approximately 6,000 Met per 

5 day of firm natural gas transportation capacity via the Southern Natural 

6 Gas and South Georgia Natural Gas interstate pipeline systems, 

7 effective January 1 , 1997. This amount was included m the cost of 

a gas to the Suwannee Plant in December. 

9 

10 Q . What was Florida Power's rationale for terminating the Southern & 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

A. 

South Georgia Natural Gas c ontracts 7 

Florida Power owned a total of approximately 10,000 Met per day of 

firm transportation w1th fixed costs of approximately $1.750,000 per 

year for the Suwannee Plant. Based on current price and fu91 

availability forecasts, Florida Power could lower its fuel costs by 

terminating the contracts. 4,000 Met per day of t'1e Southern and 

South Geor!;ia Natural Gas contract was swapped w1th the City of 

Tallahassee for Florida Gas Transmission firm transportation, where it 

may be more fully utilized. 6,000 Mcf was sold to Procter and Gamble. 

Florida Power expects to save approximately $600,000 dunng 1997 by 

terminating the contracts. of which approximately $216,000 has been 

achieved during this true-up period. Additional savings are expectod 

annually beyond 199 7. 

• 1 2 . 
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a. Has Florida Power confirmed the validity of using the ·ahort cut• 

2 method of determining the equity component ot EFC's capital structure 

3 for calen~ar yoar 1 996? 

4 A. Yes. Florida Power's Audit Services department has reviewed the 

5 analysis performed by Electric Fuels Corporation (EFC). The revenue 

6 requirements under a full utility-type regulatory treatment methodology 

7 using the actual weighted average cost of debt and equity required to 

8 support Florida Power business was compared to revenues billed us1ng 

9 equity based on 55% of net long term assets (short cut method). The 

10 analysis showed that for 1 996. the short cut method rasulted in 

11 revenue~ of $273.1 millio, which were $.3 million or . 1% lower than 

12 revenues under the full utility-type regulatory treatment methodology .. 

1 3 Florida Power continues to believe that this analysis confirms the 

14 appropriateness of t.;e short cut method. 

15 

1 6 CAPACITY COST RECOVERY 

17 a. What is the Company's jurisdictional ending balance as of March 31. 

18 1997 for capacity cost recovery? 

19 A. The actual ending balance as of March 31. 1997 for true-up purposes 

20 is an underrecovery of $2,826,552 . 

21 

22 a. How does this amount compare to the Compa--v· s estimated ending 

23 balance to be Included in the April 1997 through September 1997 

24 period? 

. 13 . 
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A. When the estimated overrecovery of $1.24 7 ,824. to be refunded 

2 during the period of April through September 1997 is taken into 

3 account, the final true-up attributable to the six month period ended 

4 March 1997 period is an underrecovery of $4,074,376. 

5 

c; Q. Is this true-up calculation consl~tent with the true-up methodology used 

7 for the other coat recover: clauses? 

8 A. Yes. The calculation of the final net true-up amount follows the 

9 procedures established by this Commission as set forth on Commission 

10 Schedule A2 "Calculation of True-Up and Interest Provision" for the 

1 1 Fuel Cost Recovery Clause but adjusted to remove the recoverable 

1 2 costs incurred by Florida Power relating to the change in capacity rates 

13 and the buyout payments to Lake Cogan Limited which amounted to 

14 $4.5 million which is subJeCt to approval in Docket 961 4 77. 

15 

16 Q. What factors contributed to the actual period-end underrecovery of $3 

17 million? 

18 A. Exhibit No. j£_ (JS-2). sheet 1 of 3. entitled "Capacity Cost Recovery 

19 Clause Summary of Actual True-Up Amount". compares th6 summary 

20 items from sheet 2 of 3 to the original forecast for the period. As can 

21 be seen from sheet 1. the actual jurasdictional capacity cost revenues 

22 were $157.268 higher than forecast due to the kwh usage m1x during 

23 the period being diHerent then estimated. Net capacity expenses were 

24 $3.2 million higher due to settlement payment to Pasco Cogan Limtted 

. 1 4 • 



3 1 0 

which were partially set-off by several cogenerators not meeting their 

2 contractual capacity factors. 

3 

4 Q . What was the Impact of the settlement payments associated with 

5 Pasco Cogeneration limtted In the actuels for the true-up period? 

6 A. The Company has mcluded the costs associated with the Pasco Cogen 

7 Limited senlement agreement of $4 million in actual results for the true -

S up period . This resulted from a change in the methodology in the 

9 calculation of capacity payments and the buyout of the last 67 months 

1 o of the OF contract. The transaction was 'ecorded in compliance with 

11 the Commission's order in Docket 961407-EQ 

12 

13 0. Does this conclude your testimony? 

14 A. Yes, it does 

. , 5 . 



FLORIDA POWER CORPORATION 

DOCKET NO. 970001 -EI 

Re: GPIF Reward/Penalty Amount for 
October 1 996 through March 1 997 

DIRECT TESTIMONY OF 

DARIO B. ZULOAGA 

a . Please state your name and buslneaa address. 

3, , 

2 A. My name Is Oarlo B. Zuloaga. My business address Is P. 0. Box 14042, 

3 St. Petersburg, Florida 33733. 

4 

5 a. By whom are you employed and In what capactty? 

6 A. I am employed by Florida oower Corporation as a Principal Engineer in 

7 Energy Supply, Performance Services. 

8 

9 a. What are your responsJbUftJes as Principal Engineer? 

10 A. As a Principal Engineer, I am responsible for compiling and reporting 

11 various operational statistics regarding the Company's generating 

12 system. In particular, my duties include the preparation of the 

13 information and material required by the Commission's GPIF' :-:1echanism. 

14 

15 

16 

17 

18 
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a. What Is the purpose of your testimony? 

A. 

Q. 

A. 

a. 

A. 

The purpose of my testimony is to descnbe the calculation of the 

Company's Generation Performance Incentive Factor (GPIFI amount for 

the period of October 1996 through March 1 99 7. This was developed 

by comparing the actual performance of the Company's seven GPIF 

generating units to the approved targets set for these units prior to the 

period. 

Do you have an exhibit to your testimony In thla proceeding? 

Yes, under my direction an exhibit (OBZ· 1 I has been prepared consisting 

of the numbered sheets which are attached to my prepared testimony. 

The exhibit contains the schedules required by the GPIF Implementation 

Manual, which support the development of the incentive amount. I 

have also Included other data forms to supplement the required 

schedules. 

What GPIF lncenttve amount havo you calculated for this period? 

I have calculated the Company's GPIF incentive amount to be a penalty 

of $255,522.00. This amount was developed In a manner consistent 

with the GPIF Implementation Manual. Sheet 1 of my exhibit shows the 

calculation o~ system GPIF points and the corresponding reward. The 

summary of weighted Incentive points earned by each individual ul"'it 

can be found on Sheet 3. 

· 2 
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How were the Incentive pointe for equivalent availability and heat rate 

calculated for the Individual GPIF units? 

The calculation of Incentive points is made by comparing the adjusted 

actual performance data for equivalent availability and heat rate to the 

target performance indicators for each unit. This comparison is sh.own 

on the Generating Performance Incentive Points Table found in my 

exhibit Sheets 8 through 1 4. 

Why la tt nece ... ry to make adjuatmanta to the actual p•rformanca 

data for comparlaon with the targets 7 

Adjustments to the actual equivalent availability and heat rate data are 

necessary to allow their comparison with the •target" Point Tables 

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

adjustments are described in the Implementation Manual and are further 

explained by a Staff memorandum, dated October 23, 1 981, darected 

to the GPIF utilities. The adjustments to actual equivalent availability 

concern primarily the differences between target and actual planned 

outage hours, and are shown on Sheet 6 of my exhibit. The heat rate 

adjustments concern the differences between the target and actual Net 

Output Factor (NOF). and are shown on Sheet 7. The methodology for 

both the equivalent availability and heat rate adjustments are explained 

in the Staff memorandum. 

. 3 . 
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a. Have you provided the as-worked planned outage schedules for the 

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

3 avaUabDity? 

4 A. Yes, Sheet 23 of my exhibit shows a comparison of target and actual 

5 planned outage hour~ in bar-chart form. Sheets 24 and 29 present as-

6 worked critical path charts for each unit which experienced a planned 

7 outage during the period. 

8 

9 a. Does thla conclude your testimony? 

10 A. Yes. 

. 4 . 



FLORIDA POWER CORPOPJ'.TION 

DOCKET No. 970001-EI 

GPIF Targets and Ranges for 

October 1 997 through March 1 998 

DIRECT TESTIMONY OF 

DARIO B. ZULOAGA 

a. Please state your name and business address. 

3 1 5 

2 A. My name is Oario B. Zuloaga. My business address is Post Office Bux 

3 14042, 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 a Principal Engineer in 

7 Energy Supply, Performance Services. 

8 

9 a. Have the duties and reapona!bHitles of your poattlon with the Company 

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

1 1 A. Yes, they have. 

12 

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

2 Company's Generating Performance Incentive Factor (GPIFI targets and 

3 ranges for the period of October 1997 through March 1998. This 

4 development includes the targets and improvement/degradation ranges 

5 for unit equivalent availability and unit average net operating heat rate 

6 in accordance with the Commission's Generating Performance Incentive 

1 Implementation Manual. 

8 

9 a. Do you have an exhlbft to yout testimony? 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

A. 

a. 

A. 

Yes, I will sp,nsor an exhibit containing 78 pages, which consists of 

the GPIF st11ndard form schedules prescribed in the Implementation 

Manual and supporting data, including unplanned outage rates, net 

operating heet rates, and computer analyses and graphs for each of the 

individual GPIF units, all of which are attached to my prepared 

testimony. 

Which of the Company's generating unfts have you Included in the GPIF 

program for the upcoming projection period? 

We have included the same units as were included for the curre11t 

period, Crystal River Units 1, 2. 4 and 5 and Anclote Un1ts 1 and 2. 

The Crystal River 3 Nuclear Unit is scheduled to be available for service 

. 2 . 
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1 starting January 1, 1 998. Therefore, we have reinstated Crystal River 

2 3 as part of the GPIF units. 

3 

4 Q. Have you determined the equivalent availability targets and 

s Improvement/degradation rangee for the Company's GPIF untts? 

6 A. Yes. I have. This information 1s included 1n the Target and Range 

7 Summary on page 3 of my exhibit. 

8 

9 

10 

1 1 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

a. 

A. 

How were the equivalent avaUabllity targets developed? 

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 method describes the 

formulation of graphs b3sad 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 unplanned outage rate 

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

rates are determined by inspecting 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 the projection period . When the unit's 

projected planned outage hours are taken into account, the hours 

. 3 . 
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calculated from these individual unplanned outage ~ can then be 

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

Because factors are additive (unlike rates), the unplanned and planned 

outage factors (EUOF and POFl when added to the equivalent 

availability factor (EAF) will !II ways equal 100%. For example, an EUOF 

of 15% and a POF of 1 0°~ results in an EAF of 75%. 

The supporting graphs and a summary table of all target and range rates 

are contained in the section of my exhibit entitlod "Unplanned Outage 

Rate Tables and Graphs". 

What Ia the target equivalent avaUabUtty factor for Cryctal River 3? 

The EAF target for Crystal River Unit 3 is 91 .37%. Since no planned 

outages are scheduled for the upcoming winter period, the unit's EUOR 

and EUOF targets are both 8.63%. 

The availability targets for the current period were developed after 

removing from the historical data base, all forced outage hours 

associated with the voluntary shutdown of the unit to address several 

design issues related to backup safety systems. including the 

emergoncy diesel generator. 

. 4 . 
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3 1 9 

pteaae describe the method utilized In the development of the 

improvement/degradation ranges for each GPIF unit's availability 

targets. 

In general, the methodolugy described in the 1mplem1tntation manual 

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

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

unplanned outage graphs, units with small histoncal vanat1ons 1n outage 

rates were a~signed rtarrow ranges and untts w1th large variations were 

assigned wider ranges. These individual ranges, expressed in terms of 

rates, w<'re then converted into a single unit availability range. 

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

above for converting the avai'ability targets from rates to factors. 

Have you determined the net operating heat rate targets and rangee for 

15 the Company's GP1F untts? 

16 A. Yes, I have. This information is included in the Target and Range 

1 7 Summary on Page 3 of my exhibit. 

18 

19 0. How were theM heat rata targeta and ranges developed? 

20 A. The development of the heat rate targets and rang,.s for the upcoming 

21 period utilized historical data from the past three comparable GPIF 

22 periods, as desc.ribed in the Implementation Manual. A "least squares" 

5 . 
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computer program was used to curve-fit the heat rate data within 

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

computer analyses and data plots used to develop the heat rate targets 

and ranges for each of the GPIF units are contained in the section of 

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

How were the GPIF Incentive points developed for the unit avaUablllty 

and heat rate ranges? 

GPIF incentive points for availability and heat rate were developed by 

evenly spreading the positive and negative point values from the target 

to the maximum and minimum values in case of availability. and from 

the neutral band to the maximum and mmimum values m the 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 tn the 

calculation of weighting factors. 

How were the GPIF weighting factors determined? 

To determine the weighting factors for availability. a senes of PRO MOO 

simulations were made in which each unit's maxin1um uquivalent 

availability was substituted for the target value to obtatn a new system 

fuel cost. The differences in fuel costs between these cases and the 

. e . 
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target case determines the contribution of each unit's availability to fuel 

2 savings. The heat rate contribution of each unit to fuel savings was 

3 determined by multiplying the BTU savings between the minimum and 

4 target heat rates (at constant generation) by the average cost per BTU 

5 for that unit. Weighting factors were then calculated by dividing each 

6 individual unit's fuel savings by total system fuel savmgs. 

7 

a Q. What was the baala for determining the eattmated maximum Incentive 

9 amount? 

10 A. The determination of the maximum reward or penalty was based upon 

11 monthly common equity projections obtained from a detailed financial 

12 ~lmuletion performed by the Company's Corporate Model. 

13 

14 Q. Doea this conclude your testimony? 

15 A. Yes. 

. 7 . 
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BEFORE THE PUBLIC SERVICE COMMISSION 

FLORIDA POWER & liGHT COMPANY 

TESTIMONY OF R. Sll VA 

DOCKET NO. 970001-EI 

MAY 20, 1997 

Q. Please state your name and business addres~. 

3 2 2 

A. My name IS Rene Silva and my busines~ addrt·~s •~ 92c::o W . Flagll•r 

Street, Miami, Flonda 3317 4. 

Q. Mr. Siln, would you please 'itate your present position with 

Florida Power and Light Company CFPl). 

A. I am the Manager of Forcca~tmg and Regulatory Re~pon:.t• lor thl' 

Power Generation Busme!><> Urut of FPL. 

Q. Mr. Silva, have you previously presented testimony in this 

docket? 

A. Yes, I have. 

Q. Mr. Silva, what is the purpose of your testimony? 

A. The purpose of my testimony is to report the actual performance for 

the Equivalent Availability Factor (EAF) and Average Net Opcratmg 

Heat Rate (ANOHR) for the runeteen (19) generatmg umt~ ust>rl to 

determine the Generating Performance lncent1ve Factor (GPIF) . I 

have compared tht.• ilctual perfnrmnnn· of t·.,ch urut to tlw IM~l'h 
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that were approved m Commtsston Order No. 1~-IJo-0353-fOF-EI 

issued March 13, 1996, for the penod Apnl through September, 

1996, and have performed the calculatJOns prescrilx:d by the GPIF 

Rule based on thb companson. My testimony presents li·w result of 

my calculations whtch ts an mcentive reward for the penod. 

Q. Have you prepared, or caused to have prepared under your 

direction, supervision or control, an exhibit in thi8 procuding? 

A. Yes, I have. It consist!> of one document !'age I of that document •~ 

an index to the contents of the document. 

Q. wtat is the incentive amount you have calculated lor the period 

April, 1996 through September, 19967 

A. I have calculated a GPJF re.,.,•ard Incentive of $ 5,801,940. 

Q. Please explain how the reward amount is calculated? 

A. The steps mvolved in makmg this calculation arc provided m 

Document No. 1. Page 2 of Document No. 1 provides the GPIF 

Reward/Penalty Table (Actual) which shows .1n ov(•rall GPIF 

performance pomt value of +6.2364 corresponding to a GPIF reward 

of $5,801,940. Page 3 provides the calculation of the maximum 

allowed incentive dollars. The calculanon of the system actual GPIF 

performance points is shown on page 4. This page lists each urut. 

the performance indicators (ANOHR clnd EAF), ttw Wl'l~hm~ f.tctor

and the associated GPIF pomts. 
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Page 5 is the actual EAF and adJUStments summary. Th1~ page llst~ 

each of the runeteen (19) umts, the actual outagt' bctors and the 

actual EAF in columns l through 5. Column 6 1s the adJustment iN 

planned outage variation. Column 7 1s the adJusted actual FAF-, 

which IS calculated on page 6, and Column 8 I!' the target EAF. 

Column 9 contams the Generating Performancl' Incentive Pomts for 

availability as determined from the tables subnuttcd to and 

approved by the Commission pnor to the start of the pcr1od . These 

tables are shown on pages 8 through 26. 

Page 7 shows the adjustments to ANOIIR For each of the nmctl..>t.•n 

(19) units, it shows the target heat rate formula, the actual l''et 

Output Factor (NOF) and the actual ANOHR in column:-. 1 throu~h 

4. Since heat rate varies w1th NOF, it IS nece.ssary to dctermmc both 

the target and actual heat rates at the same NOF. Th1s adJUStment is 

to provide a common bas1s for companson purposes and 1s shown 

numerically for each GPIF urut m columns 5 through 8 Column 9 

contains the Generatmg Performance lncentJve Pomts that hav(' bt'Cn 

determined from the tab!.- submitted for each unit and approved by 

the Commission prior to the beg•ning of the penod These tables are 

also shown on pages 8 through 26. 

Q. Are there any changes to the target& appr:-oved through 

Commission Order No. PSC-96-0353-FOF-EI ? 

J 
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A. No, the approved t ar~ct~o haw not ch;mged 

Q. Pleue explain the primary reason or reasons why FPl will be 

rewarded under the GPIF for the April 1996, through September, 

1996 period ? 

A. The primary realton that FPL w11l rL'Cl'l\'t: cl rew.ud fnr thl' per•od 

was that Turkey Poant Nuclear Uruts 3 and 4 and St. Luc1e Nuclear 

Unit!> 1 and 2 ach1eved better availability than w,,., IMgctcd. 

Q. Please summarize the effect of FPl's nuclear unit avaiLability on 

the GPIF reward? 

A. Turkey Point Urut 3 operated at an adJuStl•d actual EAF ol 97.0'}.,, 

compared tO ll<; target Of 93.6%. TNS results In a + 10.00 p01rt 

reward, which corresponds to a GPIF reward of $1 ,CWo,66H 

Turkey Point Unit 4 operated at an adjusted "ctual EAF of R5 5'~ ... 

compared to its target of H2.4"'u. Th1s results m a + 10.00 pomt 

reward, which correspond~> to a GPIF reward of $965.585. 

St. Lucie Unit 1 operated at an adJusted actual EAF of 6 L1 %. 

compared to its target of 53.1% llus results m a +10.00 point 

reward, which corresponds to a GPIF reward of $1,393,907. 
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St. LucJe Umt 2 operatt.'d at an adJustt>ti actual EAF of ll3 K" .. 

compart>d to II!> targl'l of &t.2".. Th1~ rl'~uh:- m .1 + Jll.OO potnt 

reward, wh.ich corresponds to a GPIF rewJrd of $1,7 Jt,,6J7 . 

The total GPIF reward dtw tn tht• nucll'.U umt~· actu.,J .tv.ul<lblht~ 

performance I!> $'i,172,796 

Q. Please summarize each nuclear unit's pt>rformance as it relates to 

the ANOHR of the units. 

A. Turkey Pomt Unit 3 operated w1th an adJu!>tl'd actual ANOHH of 

11,115 BTU / KWH. Thts ANOHR I!> w1thm tht> 175 BTU/KWI I 

deadband around the proJected target, therefore there as no GPIF 

reward or penalty . 

Turkey Point Unit 4 operated w1th an adJU!>tL>d actual ANOHR of 

11,290 BTU/KWH, wruch is 94 BTU/KWH higher than the 

projected target. This results tn a -2.71 potnt penalty, wh1ch 

corr~ponds to a GPIF penalty of $77,124. 

St. Lucie Unit 1 operated ~ith an adjusted actual ANOHR of 10,887 

BTU / KWH. This ANOHR 1s w1thin the ± 75 BTU/KWH deadband 

around the projected target, therefore there is no GPIF reward or 

penalty. 



I 
I 
I 2 

3 

I 4 

s 

I 6 

I 
7 

8 

I 9 

10 

I II 

I 
12 

13 

I 14 

15 

I 16 

I 
17 

18 

I 19 

20 

I 21 

I 
22 

23 

I :24 

25 

I 
I 
I 

32, 

St. Lucie Unit 2 operated w1th an adJusted actual ANOHR of 10,907 

BTU/ KWH, whJch was 88 OTU/KWH bettt'r than prOJl'<'tcd Th1s 

results in a +1.49 pomt reward which correspond!. to a G PIF reward 

of $26,328. 

In total. the nuclear units· heat rate perforrru1nce results tn a GPIF 

penalty of $50,796. 

Q. What is the tout GPIF incentive reward for FPL's nucle.u units? 

A. $5.122,000. 

Q. Mr. Silva, would you summarize the performance of FPL's fossil 

units? 

A. Yes ten (10) of the fifteen (15) generahng umLo; performed better t!han 

their availabtlity targets, while the remaming five (5) units 

performed worse than thetr targets. The comhml-d fo1>sli unat 

availability performance results m a GPIF reward of $796,975 

Two (2) of the uruts operated w1th ANOHR"s that were better than 

their projected targets and six (6) units operated w1th ANOHR"s that 

were worse than their projected targets. The remainmg S('vcn (7) 

units operated with ANOHR':. that were w1thm the +I- 75 

BTU/KWH deadband around the proJected targets and they will 

receive no incentive reward or penalty In total, the combmcd fm.sil 

unit heat rate performance results m a GPIF penalty of $1 17,035. 
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ln total, the GPJF mcentJVl' reward for FPL's fo~sll un1t:. for tht' 

period of April through September, 1996 Il-l $67<J,<J40. 

Does this conclude your testimony? 

Yes. 1t does. 
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

FLORIDA POWER & LIGHT COMPANY 

TESTIMONY OF RENE SILVA 

DOCKET NO. 970001-EI 

June 23, 1997 

Q Please state your name and address. 

A. 

Q. 

A . 

Q. 

A . 

Q. 

A. 

My name is Rene Silva My busmess address IS 9250 W Flagler 

Street, Miami, Flonda 33 174 

By whom art you employed and what is your position! 

I am employed by Florida Power & Laght Company (FPL) as M'Ulager 

of Forecasting and Regulatory Response in the Power Generation 

Buslnt!SS Unit 

Havt you previously testified in this docket! 

Yes 

What is the purpose of your testimony! 

The purpose of my testimony IS to present and explaan FPL's 

proJections for (I) d1spatch costs of heavy fuel oal. ltght fuel oal, coal 
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and natural gas, (2) ava.tlabtl1ty of natural gas to FPL, (3) generating 

unit heat rates and availabilities. and (4) quantities and coS1S of 

interchange and other power transactions. These projected values were 

used as input values to POWRSYM an the calculanon of the proposed 

fuel cost recovery factor for the penod Apnl through Septell'ber,1997 

In addition, my testimony describes the circumstances regardang FPL's 

reques1 to begin recovery. through the Capac1ty Cost Recovery Clause, 

of approximately $4.7 m11l1on per year assoc1ated wath capac1 ty 

payments to be made to Jacksonville Electnc Authonty (JEA) ~unng 

the "St Johns River Power Park energy suspens1on penod" 

Have you prepared or caused to be prepared under your 

supervision, direction and control an E1hibit in this proceedine! 

Yes. I have It consiS1S of pages I through 7 of Appendix I of th1s 

filing. 

What are the key factors that could affect FPL's price for heavy 

fuel oil durin& the October, 1997 throuzh March, 1998 period!' 

The key factors are (J) demand for crude oil and petroleum products 

(including heavy fuel oal), {2) non-OPEC crude oil production, (3) the 

extent to which OPEC production matches actual demand for OFEC 
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crude oil, (4) the price relationship between heavy fuel oil and crude 

oil, and (5) the terms ofFPL's heavy fuel oil supply and transportataon 

contracts. 

In general, world demand for crude oil and petroleum products is 

projected to continue to increase at a moderate rate through 1998 as 

a result of continued economic growth an the Pacific Rim countries. 

On the supply side, total non-OPEC crude oil production as proJect,ed 

to rise slightly through 1998 due to ancreases in the North Sea and 

Latin America. The balance of the projected increase in crude o:J 

demand is projected to be adequately met by a moderate ancrease in 

OPEC production, in part due to the resumption of small quanta ties of 

Iraqi exports . 

Based on these factors crude oil prices, and consequently heavy fuel 

oil prices, for the October, 1997 through March, 1998 penod will be 

only slightly higher than at present. 

What is the projected relationship between heavy fuel oil and 

cnade oil prices durine the October, 1997 throueh March, 1998 
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period! 

The price of heavy fuel oil on the U. S. Gulf Coast ( 1.0% sulfur) IS 

projected to be approximately 72% of the pnce of West Texas 

Intermediate (WTI) crude oil 

Please provide FPL's projection for the dispatch cost of heaV}· fuel 

oil for the October, 1997 tbroueb March, 199S period. 

FPL's projection for the system average d1spatch cost of heavy fuel 

oil, by sulfur grade, by month, is prov1ded on page 3 of Appendix J 

in dollars per barrel 

Wbat are tbe key factors that could affect the price of li&ht fuel 

oil! 

The key factors that affect the pnce of light fuel oil are s1milar to 

those described above for heavy fuel oil. 

Please provide FPL's projection for the dispatch cost of li&ht fuel 

oil for tbe period from October, 1997 throu&h March, 1998. 

FPL's projection for the average d1spatch cost of ltght oil, by sulfur 

grade, by month, is shown on page 4 of Append1x I 
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What is the basis for FPL's projections of the dilpatch cost of 

coal! 

FPL'~ proJected d1spatch cost of coal IS based on FPl's pnce 

projection of spot coal delivered to us coal plants 

For St John~ River Power Park (SJRPP). annual coal volumes 

dehvered under long-term contracts are fixed on Oc1ober I st of the 

prev1ous year. For Scherer Plant, the annual volume of coal delivered 

under long-lerm contracts IS set by the terms of the contracts 

Therefore, the price of coal delivered under long-term contracts does 

'lOt affect the druly d1spatch decis10n ll1e dispatch price of '"Oal for 

each coal plant IS based on the var1able component of •he coaJ cost. 

the proJected spot coaJ vnce 

ln the case of SJRPP. FPL began to blend petroleum coke Wlth the 

coal an order to reduce fl1el costs, begannmg an the spring of 1997 ! t 

is anticipated that petroleum coh will represent 15% of the fuel blend 

at SIRPP The lower pr:ce of petroleum coke 1s reflected 1n the 

we1ghted average price of fuel delivered to SJRPP 

Please provide FPL's projection for the dispatch cost of coal ror 
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the October, 1997 throucb March, 1998 p~riod. 

FPL's proJected system average drspatch cost of coaJ, sh\Jwn on page 

5 of Appendix I, is about Sl S3 per mrllion BTU. delrvered to rlant 

What are the factors that can affect FPL's natural cas prices 

durin1 tbe October, 1997 throuch March, 1998 period! 

In general, the key factors are (I) domestic natural gas demand and 

supply, (2) natur:tl gas imports, (3) heavy fuel oll pnces and (4) the 

terms of FPL's gas suppl~· and transponatron contracts 

Every year, between the months of Apnl and October. natural gas 

market tnventories are burlt UIJ as a reserve an paeparatron fo, peak 

\'tinter gas demand The quanttty of natural gas tn mventory an Apnl, 

1997 - the start of the gas "rnJecuon" season - whale lower thM 

average, was srgnificantly higher than tn Apnl, 1995 

It is projected that by the en<! of October the mventory level WJJI be 

adequate to meet winter ( 1997- 1998) demand for natural gas 

Consequently. gas pnces for the October. 1997 through March , 1998 

period are projected to be lower thnn dunng the same pcnod n year 

earlier 
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Wbat are tbt (acton that afftct tbt availability o( natural cas to 

FPJ ~urine the October, 1997 throueb March, 1998 ptriod! 

The key factors are (I) the exastin& capacaty of natural gas 

transportation facihties 1nto Flonda, (2) the pon1on of that capacity 

that is contractually allocated to FPL on a firm, ~guar~rateed" bas1s 

each month and (3) the natural gas demand m the State of Flonda 

The current capacity of natural gas transportataon facil111es 1nto the 

State of Flonda is 1,455,000 mil11on BTU per day (mcludrng FPL's 

finn allocation of 455,000 to 480,000 million BTU per day durtng th1s 

penod, dependrng on the month) Total demand for natural gas m the 

State dunng the penod (including FPL's finn allocation) IS projected 

to be between 245.000 and 255,000 malhon BTU per day below the 

pipeline's total capacity This projected available p1pel1ne capac1ty 

could enable FPL to acqu1re and deliver ac.io1tronaJ natural gas. beyond 

FPL's 455.000 to 480,001) m1ll1on BTU per day of firm. "guarnnteed" 

allocation. should 1t be economically anractrve. relative to other 

energy cho1ces 

Please provide FPL's projections for the dispatch cost and 

availability (to FPL) o( natur:al&as for the October, J997 throueh 
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March, 1998 period. 

FPL's projections of the system average dispatch cost and avaiiabdity 

of natural gas are provided on page 6 of Append1x 1 

Pleue describe bow you bave developed the projected unit 

Averace Net Operatinc Heat Rates shown on Schedule E4 or 

Appendb II. 

The projected Average Net Operating Heat Rates were calculated by 

the POWRSYM model The current heat rate eauat10ns and effic1ency 

facton for FPL's generating units, wh1ch present heat rate as a 

function of unit power level, were used as inputs to POWRSYM for 

this calculation The heat rate equations and effic1ency factors are 

updated as appropriate, based on historical unit performance and 

projected changes due to plant upgrades, fuel grad: changes, or results 

of performance tests. 

Are you providin2 the outa&e factors projected for the period 

October, 1997 throueh March, 1998! 

Yes. This data is shown on page 7 of Append1x I. 

How were the oula&e factors for this prriod develope-d! 
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The unplanned outage factors were developed using the actual 

historical full and parttal outage event data for each of the umts. The 

historical unplanned outage factor of each generating unit was 

adjusted, as necessary, to eliminate non-recurring events and recognize 

the effect of planned outages to arrive at the projected factor for the 

October, 1997 through March, 1998 period. 

Please describe sirnificant planned outages for the October, 1997 

through Mnch, 1998 period. 

Planned outages at our nuclear units are the most significant in 

relation to Fuel Cost Recovery. Turkey Point Unit No.4 is schedulc.d 

to be out of serv1ce for refueling beginnmg on September 8, 1997 and 

until October 18, 1997, or eighteen days during the projected period. 

St. Lucie Unit No. I will be out of service for refueling begmning on 

October 20, 1997 and until January 3, 1998, or seventy-five days 

during the projected period There are no other stgntficant planned 

outages during the proj ected penod. 

Are any chances to FPL's generation capacity planned during tbe 

April tbroueh September, 1997 period! 

Yes. Net Summer Continuous Capabtltty (NSCC) at Pt Evergladt-s 
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Unit No 4 willmcrea.se by 21 MW. from 385 MW to 406 MW, while 

its Summer Peakmg Capabalaty (SPC) will ancrease by 16 MW. from 

395 MW to 411 MW. This change had been prevaously prOJected to 

occur during the April throurh September, 1997 penod 

A~ you providincthe projected interchance and purchued power 

transactions forecasted for October, 1997 to March, 1998~ 

Yes. 'T'his data is shown on Schedules E6, E7. ES. and E9 of 

Appendax D of this tiling 

In what types of interchanee tnnsactions does FPL encaee! 

FPL purchases interchange power from others under several typP.s of 

interchange transactions which have been prevaously descnbed 10 this 

docket Emergency - Schedule A. Short Term Farm - Schedule B. 

Economy- Schedule C; Extended Economy -Schedule X. Opportunity 

Sales - Schedule OS; UPS Replacement Energy - Schedult R and 

Economic Energy Participation • Schedule EP 

For servaces provided by FPL to other uulaues. FPL has developed 

amended Interchange Servace Schedule<>. mcluding AF (Emergency), 

BF (Scheduled Maantenance). CF (Economy), DF (Outage). and XF 

(Extended Economy) These amended schedules replace and supersede 
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existing Interchange Service Schedules A, B, C. D. and X for servaces 

provided by FPL. 

Does FPL have arraneements other than lnterchan&t- azruments 

for the purchase of electric power and entrey which art ioduded 

In your projections! 

Yes. FPL purchases coal-by-wire electrical energy under the 1988 

Unit Power SaJes Agreement (UPS) with the Southern Companaes 

FPL has contracts to purchase nuclear energy under the St. Lucie P:ant 

Nuclear Reliability Exchange Agreements Wlth OriMdo Utiliues 

Commission (OUC) and Florida Municipal Power Agency (FMPA) 

FPL also purchases energy from lEA's portion of the SJRPP Unats. as 

stated above. Additionally, FPL purchases energy and capacity from 

Qualifying Facilities under ex1stang tariffs and contracts 

Please provide the projected enerey costs to be recovered throu&h 

the Fuel Cost Recovery Clause for the power purchases reierred 

to above durin& the October, 1997 to March, 1998 period. 

Under the UPS agreement FPL's capacity entitlement dunng th~ 

projected period is 913 MW from October, 1997 through March. 1998 

Based upon the alternate and supplemental energy provisions of UPS. 

11 



2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

340 

an availability factor of I 00% IS apphed to these capac1ty entitlements 

to project energy purchases The prOJected UPS energy (un1t) cost for 

th1s period, used as input to POWRSYM. 1s based on data prov1ded 

by the Southern Companies For the period, FPL proJects the pur~hase 

of 1,561,795 MWH of UPS Energy at a cost of $29.129,990 ln 

add1t1on, we project the purchase of 1 088,327 MWH of UPS 

Replacement energy (Schedule R) at a cost of S 17,9 I 5,970 The total 

UPS Energy plus Schedule R proJections are presented on Schedu le 

E7 of Appendix II 

Energy purchases from the JEA-owned port1on of the St John~ RJver 

Power Park generat1on a.re proj ected to be 1,388,436 MWH for the 

period at an energy cost of $20,691,4 I 0 FPL's cost for energy 

purchases Wlder the St Luc1e Plant Reliability Exchange Agreements 

is a fWlction of the operation of St. Lucie Un1t 2 and the fuel costs to 

the owners. For the penod, we proJect purchases of 261.495 MWH 

at a cost uf S958,900 These proJections are shown on Schedule E7 

of Append1 >. 11. 

In a.dd1tion, as shown on Schedule E8 of Append1x ll . we proJect that 

purchases from Qualtfy1ng Facll•lles for the penod Wlll prov1de 
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3,625,783 MWH at a cost to FPL of $66,825,038 

How were eneru costs related to purchases from Qualifyinc 

Facilities developed! 

For those contracts that entitle FPL to purchase "as-ava1lable • energy 

we used FPL's fuel price forecasts as 1nputs to the POWRSYM model 

to project FPL's avo1ded energy cost that IS used to set the pnce of 

th~e energy purchases each month. For those contracts that enable 

FPL to purchase firm cap!: .. lty and energy, the applicable Untt Energy 

Cost mechanism prescnbed an the contract IS used to proJeCt monthly 

energy costs 

Have you proje~led Schedule A/AF - Emereency lnterchan2t 

Transactions! 

No purchases or sales under Schedule A/ AF have been proJected smce 

at IS not practical to estimate emergency transactions 

Han you projected Schedule 8/BF - Short-Term Firm 

lotercbaace Transactions! 

No commitment for such transactiOns had been made y,+en proJeCtaons 

were developed. Therefore, we have estamated that no Schedulr BF 

13 



2 

3 

4 

5 

6 

7 

8 

9 

10 

1 I 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

Q. 

A. 

Q. 

A. 

Q. 

A. 

3 4 2 

sales or Schedule B purchases would be made m the proJected penod 

Plea~e describe the method uud to forecast the Economy 

Transactions. 

The quantity of economy saJes and purchase rransacttons are projected 

based upon histone transaction levels, adjusted to remove non· 

recurring factors 

Wbat are the forecasted smounts and costs of Economy entre' 

sales! 

We have projected 814,436 HWH of Economy energy sales for the 

penod The projected fuel cost related to these sales is $19 169.883. 

The projected transaction revenue from the sales IS $24,235,826 

E1ghty percent of the gam for Schedule C 1s $4 052,754 and 1s 

credited to our customers. 

in what document are the fuel costs or economy entr(y sales 

transactions reported! 

Schedule E6 of Appendtx lJ prov1des the total MWH of energy and 

total dollars for fuel adjustment The 80% of gam 1s aJso prov1ded on 
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Schedule E6 of Append1x II 

What are the forecasted amounts and costs of Economy enerc 

purchases for the October, 1997 to March, 1998 period! 

The costs of these purchases are shown on Schedule E9 of Append1x 

11 For the period FPL proJects 1t w11l purchase a total of 2,392,872 

MWH at a cost of $45,368,580 If generated, we est1mate that this 

eneri>' would cost $52,804,756. Therefore. these purchases are 

projected to result 10 savin£<: of $7,436,176 

What are the forecasted amount• and cost of tnerc beinc sold 

under the St. Lucie Plant Reliability Excban&e Acreement! 

We project the sale of I ~3.043 MWH of energy at a cost of $621,700 

These proJections are shown on Schedule E6 of Appendax II 

Are you preaentin& trstimony related to the Capacity Cost 

Recovery clause! 

Yes . Ms Korel M. Duban has filed testimony tn whtch she add • .::sses 

FPL's request that at be authonzed to collect, cunng the next 

seventeen ( 17 J years. approximately $4 7 mlll1on per year I..SSOCiated 

with future capacaty payments to be made to JEA dunng the SJRPP 
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energy suspensiOn penod My testimony describes the Circumstances 

that underlie FPL's request 

Wby does FPL propose to recover, between 1998 and 2014, 

capacity costs to be paid to JEA between 2015 and 1020! 

Because there IS a m1smatch between the penod over which FPL 

currently anticipates 1t will continue to recetve energy from JEA's 

ownership share of SJRPP, and the penod over wh1ch FPL 1s 

contractually required to make annual capac1ty payments to JEA 

Please explain this mismatch between capacity and enern under 

the contract with JEA. 

FPL makes capacity payments to JEA at a rate necessary to pay off, 

by the year 2020, bonds issued by JEA to finance SJRPP. The 

magnitude of the annual capacity payment is not related to the 

quantity of energy FPL receives each year. In fact, since SJRPP 

provides a low-cost source of energy, the plant runs as much as 

possible, and FPL takes as much of the plant's energy as it can each 

year, while the capacity payment remruns unaffected 

Wby does this mismatch create a concern! 
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Because the total quantity of energy FPL can take from JEA's 

ownership share of SIRPP through the year 2020 is limited to 

80,534,332 MWh FPL as taking as much SJRPP energy as poss1ble 

currently, and we prC\Ject that the energy l1m1t Will be reached an 2015. 

Thereafter FPL will, consistent with the contract, continue making 

capacity payments through 2020, but would rece1ve no energy from 

JEA's share of SJRPP ("SJRPP energy suspens1on") 

How was this enerc limit e1tablished! 

Af\ IntemaJ Revenue Serv1ce (IRS} rulmg, whach established the tax

exempt status of the municipal bonds used to finance JEA's ownersh1p 

Interest 10 SJRPP, stlpuhtes that FPL shall not receive more than 

twenty-five percent (2S%) of the namplate capac1ty of JEA'o:: 

ownership share of the plant over the life of the bonds. Under FPL's 

contract with JEA, FPL Wlll purchase 37 5% of energy produced by 

JEA's share of the plant, based on a proJected plant capacaty factor of 

approxamately 67%. This is equivalent to 25% of the plant's total 

capability. 

Has SJRPP operated at the assumed 67% capacity factor! 

The plant has operated at a 88 2% capac1ty factor and 3.." " result FPI 
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has rece1ved more low-cost energy dunng the first ten years of 

operation than had been ong1nally estimated We project that the plant 

will operate at an average capac1ty factor of 92% betweer. 1998 and 

2014. At that rate, the energy limit of 80,534,332 MWh 1mposed by 

the IRS ruling Will be reached 10 20 1 S 

Why doesn't FPL reduct thr quantity of tnercy purchased from 

JEA'1 aha~ of SJRPP so that tht tnerc limit would not bt 

~acbtd until the bonds •~ paid! 

Because we would have to replace the energy not taken from SJRPP 

with more expensive purchases or FPL generation, and as a resuh our 

customers' costs would increase In fact, our analys1s rhows that 

operating SJRPP at a 67% capacity factor 10 order to reduce the 

annual quantity of SJRPP energy purchases wuuld mcrease energy 

costs by about $128 mi Ilion on a net present value bas1s between 1998 

and 2020 The net present value of the amount FPL IS requestmg to 

collect ts approximately $40 million 

Would you pltue summarize your testimony! 

Yes. In my test1mony I have presented FPL's fuel pnce proJeCtions 

for the fuel cost recovery penod of October. 1997 through Marn, 

18 
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1998. ln addition, J have presented FPL's projections for generating 

unit heat rates and availabilities, and the quantstst:s and costs of 

interchange and other power transact1o:1s for the same penod The~e 

projections were based on the best information available to FPL, and 

were used as snputs to POWRSYM in developsng the proJected Fuel 

Cost Recovery Factor for the October, I 997 through March, 1998 

period. 

My testimony also describes the circumstances underlying FPL's 

request to begin to recover currently about S4 7 m11110n per year m 

future SJRPP capacity costs through the Capacity Clause 

Does this conclude your testimony! 

Yes. it does 
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BEFORE THE PUBLIC SERVICE COMMISSION 

FLORIDA POWER & LIGHT COMPANY 

TESTIMONY OF R. SILVA 

DOCKET NO. 970001-EI 

JUNE 23, 1997 

Pleue state your oam~ and bualneas addn11. 

34S 

My rwne is Rene Silva and my buaineu addre55 is 9250 W Flagler Street, 

Miami, Aorida 33174. 

Mr. SUva, woald you pluH state your present posltioa wttb florida 

Power aad IJ&bt Company (FPL). 

I am the Manaser of Forecasting and Regulatory Response for the Power 

Generation Business ~nit ofFPL 

Mr. SUva, bave you previously bad testimony prueated ln Ibis docket? 

Yes, I bave. 

Mr. SUva, wbat ls tbe purpote of your testimoay? 

The purpose of my teStimOny is to present lhe target unJt :!verage net 

operating heat rates and target unit equivalent availabiliues for the penod 

October, 1997 through September, 1998, for use 10 deterrmmnr the 

Generating Performance Incentive Factor (GPrF). The Improvement and 

degradation range for each performance indicato1 is also presented in th1s 

testimony. 
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Mr. SUva could you please 1ummartu wbat tbe FPL system tar&ets are 

for EquJvakat Avallablllty Factor (EAF) aad Averaae Net Operatin~ 

Hut Rate (ANOHR). 

FPL proJe<:U a we1gbted system equJValent planned outage factor of 6.0% 

and a weighted system equ1valent unplanned outage factor of 6.1% wh1ch 

yield a weighted system equivalent availab1hty of 87.90/o. llus target 

includes the refueling of two nuclear umtl dunng the October, 1997 

through September, 1998 penod FPL also projects a we1ghted system 

average net operating beat rate of 9277 BTU/KWH. As discussed later m 

this testimony, these targets represent fair and .. easonable values when 

compared to historical data . FPL therefore requests that the targets for 

these pcrfonnance indicators and the re1pectivc improvcment/dcgradatiCin 

ranges in my testimony be approved by the CommiSSIOn 

Have you prepared, or caused to have preparctd uoder your dlrectloo, 

aupervbloo or coatrol. ao ublblt lo tbls proc:eedlog? 

Yes. I have. It consists of one document. The first page of th1s document 1s 

an index to the contents of the document All other pages are numbered 

according to the latest revisions of the GPIF Manual as approved by the 

Commisston. 

Have you estabUsbed target levels of performnce for tbe uolts to b~ 

considered lo HtabUsblae tbe GPJF for FPL? 

Yes, I have. Document No 1, pages 6 and 7 con tam the mformauon 

summarizing the targets and ranges for umt equivalent avallab1hty and 
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average net operating beat rates for the stxteen ( 16) generaung untt.s whtch 

FPL proposes to have considered These sheets were prepared in 

accordance with the latest revts1ons of the GPIF Manual, except that, for 

consiJtency wtth previow GPIF filings, it IS neceuary to d1v1de the format 

of Sheet 3.505 of tbe GPIF Manual mto two sheets. All of •hese targets 

have been denved utilizing methodolog1e1 as adopted m Sect1on 4, 

Subsection 2.3 I.Jf the GPIF MMual. 

Please IUIIliiW'iz.e FPL'1 metbodoloc for determinln& equivalent 

avallabWty tareetJ? 

The GPIF Manual requirt'• that the equivalent avaalabillty target for each 

unit be determined as tbe difference between I 00% and the swn of the 

Planned Outage Factor (POF) and the Unplanned Outage Factor (UOF). 

The POF for each unit is determined by the length of the planned outage 

dunng the projected period. The GPIF Manual also requ1res that the sum of 

the most recent twelve month ending average forced outage factor (FOF) 

and maintenance outage factor (MOF) be used as the staning value for the 

determination of the target unplanned outage factor (UOF}. The UOF is 

then adjusted to reflect recent monthly performance and known 

modifications or changes in equ1pment. 

For most units in the GPIF this adjustment IS usually done for units which 

had or are forecast to have planned outages When a unit 1.s in a planned 

outage state the unit cannot incur an unplanned ou!Bge. For this reason. 

when historical data, wh1ch contains a planned ou!Bge, IS used for 
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developing wgeu , the UOF will be lower than if the unit had operated the 

entire period. To account for this, the historical UOF is increased in 

proportion to the pi81Uled outage duration for thai period. Simtlarly, if a 

unit is forecast to have a planned outage in the projection period the 

adjusted historical UOF will be higher than it should because it will not be 

exposed to unplanned outages for the entire period. In this case the UOF is 

reduced in proport]on to the forecast planned outage duration. 

Mr. SUva, were tbe EAF targets for tbe GPIF units determined using 

the methodology u described lo tbe GPIF Operating Manual? 

Yea. 

Bow dJd you select tbe uaJta to be considered whea ettablbhiag the 

GPIF for FPL? 

The sixteen (16) units which FPL proposes to use represent the top 81.0% 

of the forecast system net generation for the October, 1997 through 

September, 1998 period. These untts were selected in accordance wtth the 

GPIF Manual Section 3.1 using the estimated net generation for each 110it 

taken from the production costing simulation program, POWRSYM, which 

forms the basis for the projected levelized fuel cost recovery factor for the 

period. 

Mr. SUva, from the beat rate targeu and equivalent MVailalJillty range 

projectiooa, do FPL's generation performance targets represent a 

reasonable kvel of efficiency? 
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Yes. To fully apprectate why these targets are reasonable, and in some 

cases ambitious, it would be necessary to discuss the development of both 

the heat rate and availability targets for each of the sixteen (16) Wlits 10 the 

GPIF. However, a less rigvrous approach of comparing weig,a'lted system 

values of theae wgeu to actual values for pnor periods will provtde a 

valuable insight into the appropriateness of the targets. 

Does this conclude your testjmony? 

yes, it does. 
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

FLORIDA POWER & UGHT COMPANY 

TESTJMONY OF R. L WADE 

DOCKET NO. 970001-EI 

June 23, 1997 

Pleaae state your name and address. 
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My name Is Robert L. Wade. My business address is 700 Universe 

Boulevard, Juno Beach, Florida 33408. 

By whom are you employed and what Ia your position? 

I arn employed by Florida Power & Light Company (FPL) as Director, 

Business Services in the Nuclear Business Umt. 

Have you previously testified In this docket? 

Yes, I have. 

What Is the purpose of your testimony? 

The purpose of my testimony is to present and explain FPL's 

projections of nuclear fuel costs for the thermal energy (MMBTU) tC) 

be produced by our nuclear units and costs of disposal of spent 
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1 nuclear fuel. Both of these costs were input values to POWRSYM for 

2 the caJculatlon of the proposed fuel cost recovery factor for the period 

3 October 1997 through March 1998. 

4 

5 

6 

Q. 

A. 

What is the baals for FPL's projections of nuclear fuel cos,s? 

FPL's nuclear fuel cost projections are developed using energy 

7 production at our nuclear units and their operating schedules. 

a consistent with those assumed in POWRSYM, for the period October 

9 1997 through March 1998. 

10 

11 

12 

13 

c.. 

A. 

Please provide FPL'a projection for nuclear fuel unit coats and 

energy for the period October 1997 through March 1998. 

FPL projects the nuclear units will produce 114,468,963 MBTU of 

14 energy at a cost of $0.333 per MMBTU, excluding spent fuel disposal 

15 costs for the period October 1997 through March 1998. Projections 

16 by nuclear unit and by month are provided on Schedule E 4 of 

17 Appendix II. 

18 

19 

20 

21 

Q. Pleaae provide FPL'a projection• for nuclear spent fuel disposal 

costa for the period October 1997 through March 1998 and what 

Ia the baala for FPL'a projections. 
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FPL's projections for nuclear spent fuel disposal costs are provided 

2 on Schedule E-2 of Appendix II. These projections are based on 

3 FPL's contract with the U.S. Department of Energy (DOE), which sets 

4 the spent fuel disposal fee at 1 mill per net Kwh generated minus 

5 transmission and distribution line losses. 

6 

7 a. 

8 

9 

Please provide FPL's projection for Decontamination and 

Decommlsalonlng (0&0) costs to be paid In the period October 

1997 through March 1998 and what Ia the baste for FF'L'a 

1 o projection. 

11 

12 

13 

14 

A. 

1s a. 

16 

17 A. 

18 

19 

FPL s projection of $5.42M for D&D cos1s to be paid during the period 

October 1997 through March 1998 is included on Schedule E-2 of 

Appendix II. 

Ate there currently any unresolved disputes under FPL 'a nuclear 

fuel contracts? 

Yes. As reported in prior testimonies, there are two unresolved 

disputes. 

2 o The first dispute is under FPL's contract with DOE for t;nal disposal 

21 of spent nuclear fuel. FPL, along with a number of electric ut:lities, 
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1 has filed suit against DOE over DOE's denial of Its ooligatlon to 

2 accept spent nuclear fuel beginning in 1998. A July 23, 1996, ru ling 

3 by the U.S. Court of Appeals for the District of Columbia said that 

4 DOE is required by the Nuclear Waste Policy Act to take title and 

s dispose of spent nuclear fuel from nuclear power plants beginning on 

6 January 31, 1998. DOE declined to seek further review of the 

7 decision, which was remanded to DOE for further proceedings. On 

8 December 17, 1996, DOE advised the electric utilities that it would 

9 not begin to dispose of spent nuclear fuel by the unconditional 

1 o deadline. 

11 

12 In response to DOE's let1er. FPL, other electric utilities, and state 

13 utility commissions filed suit on January 31, 1997 In the U.S. Court of 

14 Appeals for the District of Columbia requesting that the court 

15 authorize the utilities to suspend payments into the Nuclear Waste 

16 Fund (NWF) until DOE performs on its unconditional obligation to 

17 take title to and dispose of spent nuclear fuel. 

18 

19 On May 7, 1997, the utilities filed a petition for a writ of mandamus 

2 o that (1) DOE comply with its statutory obligation and begin disposing 

21 of spent nuclear fuel by January 31, 1998 or In the alternative. direc1 

2 2 DOE to develop a program that will enable the agency to begin 

4 
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1 disposing of spent nuclear fuel by January 31, 1998; (2) declaring 

2 that the utilities are relieved of the obligation to pay into the NWF and 

3 are authorized to place NWF collections into escrow until DOE 

4 disposes of the spent nuclear fuel; (3) prohibiting DOE from 

5 suspending the contracts with the utilities or from taking any other 

6 adverse action under the contracts; and (4) declaring that the 

7 suspension of fee payments will not adversely affect the utilities as to 

8 timing, manner, or further cost disposal entitlements by reason of 

9 sucn suspension of fee payments. DOE must file a response to the 

1 o petition on June 6, 1997. The utilities may then reply to DOE's 

11 response ten days thereafter. 

12 

13 Secondly, FPL is currently seeking to resolve a price dispute for 

14 uranium enrichment services purchased from the United States (U.S.) 

15 Government, prior to July 1, 1993. FPL's contract for enrichment 

16 services with the U.S. Government calls for pricing to be calculated 

17 in accordance with "Established DOE Pricing Policy•. Such policy 

18 had always been one of cost recovery, which included costs related 

19 to the Decontamination and Decommissioning (D&D) of DOE's 

2 o enrichment facilities. However. the Energy Policy Act ot 1992 (The 

21 Act) requires utilities to make separate payments to the U.S. Treaswy 

22 for D&O, starting in Fiscal Year 1993. FPL has been making such 

5 
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1 payments. Therefore, D&O should not have been incluaed in the 

2 price charged by DOE for deliveries during Fiscal Year 1993, and the 

3 price ~hould have been reduced accordingly. FPL filed a claim w1th 

4 the DOE Contracting Officer on July 14, 1995, for a refund for such 

5 deliveries. On October 13, 1995, the DOE Contracting Officer 

6 officially rejected FPL's claim. On October 11, 1996, FPL, along with 

7 five other U.S. utilities and one foreign entity, appealed DOE's 

B rejection of the Fiscal Year 1993 overcharge claim with the U.S. Court 

9 of Federal Claims. 

10 

11 On December 12, 1996, the Court of Federal Claims granted the 

12 unopposed motion of all parties to suspend the overcharge 

13 proceeding pendmg the outcome of an appeal to the U.S. Court of 

14 Appeals for the Federal Circuit in Barseback Kraft AB v. United 

15 St.atw:i, where the appellants are seeking to recover overcharges tor 

16 uranium enrichment services under identical contract provisions to 

17 those at issue In FPL's overcharge claim. Oral argument was held in 

18 the Barseback case on May 7, 1997, and a decision could be issued 

19 during the summer of 1997. FPL will reevaluate the validity of its 

2 o overcharge claim upon issuance of a final decision in the Barseback 

21 case. 

22 

6 
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1 Meanwhile, in a related case, Yankee Atomic Electric Company had 

2 been challenging the legalrty of the United States to impose the 0&0 

3 fees. On May 6, 1997, a panel of the U.S. Court of A~p~als for the 

4 Federal Circuit held that the 0&0 special assessMent was lawful 

s under the Energy Policy Act. United States y. Yankee Atomic Electdc 

6 QQ. A lower court had ruled that the 0&0 spec1al assessment was 

7 unlawful. Yankee has until June 20, 1997 to determine whether to 

8 seek review from the full panel of the Federal Circuit. FPL will 

9 continue to follow this case and will take actions. as appropriate. 

1 o consistent with thP. outcome of the appeal. 

11 

12 Q, Does thla conclude your testimony? 

13 A. Yes, it does. 

7 
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Q. PleaH atate your name, bualne.. addreaa, employer and 

position. 

A. My name Is Korel M. Dubin. and my bustness address is 9250 West 

Aagler Street, Miami, Florida. 33174. I am employed by Flonda Power 

& Ught Company (FPL) as a Pnnetpal Rate Analyst In the Rates and 

Tariff Administration Department. 

Q. Pleaae atate your education and bualn••• experience. 

A. I received a Bachelor of Arts in Political Science from Emory University 

in 1980 and In 1982 I received a Master of Business Admtntstratron 

from Barry University. In June 1982, I joined Florida Power & ugnt 

Company's Fossil Fuel Section of the Fuel Resources Departme11t. 

My responsibilities rncluded administratton of fuel supply and 

operations contracts. development of procurement procedures ano 

r8S88rch and analysis of transportation options and by-product sales. 
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3 6 1 
After holding positions of Increasing responsibility In the Fuel 

Resources Department ( 1 982-1985) and Rates and Research 

Department (1985 ·1991), I joined the Regulatory Affatrs Department 

as a Coordinator in July 1991 where I was pnmanly responsible for the 

coordination of the Company's Fuel, 011 Backout . Capacity, 

Environmental Cost Recovery Clause and Generating Performance 

Incentive Factor (GPIF) fil ings. 

In April 1997 I became Principal Rate Analyst 1n the Rates and Tariff 

Administration Department where I am primarily responsible for the 

development and support of the Company's Fuel. Capac1ty and 

Environmental Cost Recovery Clause and GPIF Filings. 

What Ia the purpoae of your teatlmony In thla proceeding? 

The purpose of my testimony Is to present the schedules necessary 

to support the actual Fuel Cost Recovery Clause (FCR) Net True-Up 

amount for the period October 1996 through March 1997. The Net 

True-Up for FCR is an overrecovery, lncludmg Interest, of 

$13,141,163. I am requesting Commission approval to Include th1s 

true-up amount In the calculation of the FCR factor for the penod 

October 1997 through March 1998. 

2 
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3 A. 
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5 

6 

7 
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9 Q. 

10 

11 A. 

12 

13 

14 

15 

16 

17 Q. 

18 A. 

19 

20 

21 

22 

23 

24 

3 6 2 

Have you prepared or cauaed to be prepared under your 

direction, aupervlalon or control an exhibit In thla proceeding? 

Yes, I have. It conSi$tS of Appendix I which contains the FCR related 

schedules. FCR Schedules A-1 through A-13 for the October 1996 

through March 1997 penod have been filed monthly with the 

Commission, are served on all parties and are mcorporated here1n by 

reference. 

What Ia the aource of the data which you will preaent by way of 

teatlmony or exhlblta In thla proceeding? 

Unless otherwise indicated, the actual data is taken from the books 

and records of FPL. The books and records are kept in the regular 

course of our business in accordance with generally accepted 

accounting principle~ and practices, and prov1s1ons of th~ Un1form 

System of Accounts as prescnbed by this Commission. 

Pleaae explain the calculation of the Net True-up Amount. 

Appendix I, page 3, entitied "Summary of Net True-Up Amount" shows 

the calculation of the Net True-Up for the six-month penod October 

1996 through March 1997, an overre~overy of $13,141, 1 63, wh1ch I 

am requesting be included in the calculation of the FuP• Cost 

Recovery Factor for the period October 1997 through March 1998. 

The calculation of the true-up amount for the penod follows the 

procedures es1ablished by this Commission as set forth on 

3 
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Commission Schedule A-2 "Calculation of True-Up and Interest 

Provision·. 

The actual End-of-Period underrecovery for the six-month penod 

October 1996 through March 1997 of $50,449,989 shown on line 1, 

less the es1imated/actual End-of-Period underrecovery fur the same 

period of $63,591,152 shown on line 2 that was Included rn the 

calculation of the Fuel Cost Recovery Factor for the penod April 1997 

through Septerrber 1997, results in the Net True-Up for the s1x-month 

period October 1996 through March 1997 shown on line 3, an 

overrecovery of $13,141,163. 

Have you provided a achedule ahowlng the variance• between 

actuala and eatlmatedlactuala? 

Yes. Appendix I, page 4, entitled "Calculation of Final True-up 

Variances· shows the actual fuel costs and revenues compared to the 

estimated/actuels for the penod October 1996 through March 1997. 

What waa the variance In fuel coata? 

As shown on Appendix I. page 4, line A7, actual fuel costs on a Total 

Company basis were $7.1 million lower than the estimated/actual 

projection. The Fuel Cost of Power Sales are $13.2 'Tllllton lower than 

projected. This variance is offset by a $3.6 million decrease in the 

Fuel Cost of System Net Generation, a $1.9 million decrease In the 

4 
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Fuel Cost of Purchased Power, an $8.4 million decrease in the Energy 

Payments to Qualifying Facilities and a $5.8 million decrease 1n 

Enerqy Cost of Economy Purchases. 

The decrease In the Fuel Cost of Power Sold was primarily due to 

lower than projected opportunity sales due to mtld weather. The 

decrease In the Fuel Cost of System Net Generat1on was pnmarily due 

to a decrease in natural gas prices due to warmer than anticipated 

weather and higher gas inventory levels throughout the winter. The 

decrease in the Fuel Cost of Purchased Power was due to lower than 

projected UPS purchases from Southern Company due to mild 

weather. The decrease in Energy Payments to Ouallfytng Facillttes 

was due to lower than expected deliveries from Indiantown 

Cogeneration Umited (ICL), Cedar Bay and Florida Crushed Stone 

contracts. The decrease in Energy Cost of Economy Purchases was 

due to reduced availability of low cost economy energy due to cold 

weather in the southeast region. 

What waa the variance In retail (Jurladlctlonal) Fuel Cost 

Recovery revenues? 

As shown on line 01, actual jurisdictional Fuel Cost Recovery 

revenues, net of revenue taxes, were $5.9 million higher than the 

estimated/actual projection. This increase was due to h1gher 

jurisdictional kWh sales. Jurisdictional sales were 257,001,059 kWh 

5 
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(0.7%) higher than the estimated/ac1ual projec1ion. 

Q. How Ia Real Time Pricing (RTP) reflected In the calculation o~ the 

Net True-up Amount? 

A. In the determination of Jurisdictional kWh sales, only kWh sales 

associated with ATP baseline load are included, consistent with 

projectlons (Appendix 1, page 4, Une C3). In the determination of 

Jurisdictional Fuel Costs, revenues associated with ATP incremental 

kWh sales ere included as 100% Retail (Appendix 1. page 4, Une 

D4c) in order to offset Incremental fuel used to generate these kWh 

sales. 

a. Doea thla conclude your teatlmony? 

A. Yes, it does. 

6 
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My name is Koral M. Dubin and my business address IS 9250 West 

Flagler Street, Miami, Florida 33174. 

By whom are you employed and in what capacity? 

I am employed by Florida Power & Light Company (FPL) as Pnncipal 

Rate Analyst in the Rates and Tariff Administration Department. 

Have you previously testified In this docket? 

Yes, I have. 

What Is the purpose of your testimony? 

The purpose of my testimony is to present for Comm1ssion review and 

14 approval the fuel factors for the Company's rate schedules for the 

15 period October 1997 through March 1998 and the capaaty payment 

16 factors for the Company's rate schedules for the penod October 1997 

17 through September 1998. The calculation of the fuel factors 1s based 

18 on projected fuel cost and operational data as set forth in Comm1ss1on 

1 
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1 Schedules E1 through E10. H1 and other exhibits filed tn th1s 

2 proceeding and data previously approved by Uu, CommiSSion I am 

3 also providing proj6dions of avoided energy costs for purchases from 

4 small power producers and cogenerators and an updateo ten year 

5 projection of Florida Power & Light Company's annual geNratJOn m1x 

6 and fuel prices. 

7 

a In addition, my testimony presents the schedules necessary to suppon 

9 the calculation of the Estimated/Actual True-up amounts for the Fuel 

10 Cost Recovery Clause (FCR) for the period Apnl 1997 through 

11 Sept-,mber 1997 and the Capacity Cost Recovery Clause(CCR) :or 

12 the period October 1996 through September 1997 

13 

14 

15 

16 

Q. 

A. 

Have you prwpaNd or caused to be prepared under your 

direction, aupervlalon or control an exhibit In this proceeding? 

Yes, I have. It consists of vanous schedules 1ncluded 1n Appendices 

17 II and Ill. Appendix II conta1ns the FCR related schedules and 

18 Appendix Ill conta1ns the CCR related schedules 

19 

20 FCR Schedules A-1 through A-13 foj April 1997 and May 1997 have 

21 been filed monthly wrth the Comm1ssu n are served on all par11es and 

22 are incorporated herern by reference. 

23 

24 Q. What Ia the aource of the data which you will present by way of 

2 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

A 

A. 

368 

testimony or exhibits In thla proceeding? 

Unless otherwise indicated, the actual data is taken from the books 

and records of FPL. The books and records are kept 1n the regular 

course of our business in accordance With generally accepted 

accounting prinCiples and practices and proviSions of the Uniform 

System of Accounts as prescribed by this Commission 

FUELCOSTRECOVERYCLAUSE 

What Ia the propoaed ktveltzed fuel factor for which the Company 

requests approval? 

1.64.:~¢ per kWh. Schedule El. Page 3 of AppendiX II shows the 

13 calculation of this six-month levehzed fuel factor Schedule E2. Page 

14 10 of Appendix II indicates the monthly fuel factors for October 1997 

15 through March 1998 and also the six-month levelized fuel factor for the 

16 period. 

17 

18 Q, 

19 

20 A 

21 

22 

23 

24 Q, 

Has the Company developed a six-month levellzed fuel factor for 

Ita T1me of Uae ratea? 

Yes. Schedule E1-D, Page 8 of Appendix II provides a six-month 

levelized fuel factor of 1 734¢ per kWh on-peak and 1 607¢ per kWh 

off-peak for our Time of Use rate schedules. 

We"' thne cal~ulatlona made In accordance wtth the procedures 

3 
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previously approved In this Docket? 

Yes, they were. 

369 

What adju.tments ar3 Included In the calculation of the six

month levellzed fuel factor shown on Schedule E1, P1ge 3 of 

6 Appendix II? 

7 

8 

9 

A. As shown on line 29 of Schedule E1. Page 3, of Appendix II the 

estimated/actual fuel cost overrecovery for the Apnl 1997 through 

September 1997 penod amounts to $14,616.648 Th1S 

1 0 estimated/actual overrecovery for the April 1997 through September 

11 1997 period plus the final overrecovery of $13.141 .163 for the Octo::>er 

12 1996 through March 1997 period results in a total overrecovery of 

13 $27,759,811 . Th!s amount, divided by the proJected retatl sales of 

14 37,770,170 MWH for October 1997 through March 1998 results tn a 

15 decrease of 0.0735¢ per kWh before applicable revenue taxes. In his 

16 testimony for the Generattng Performance Incentive Factor. FPL 

17 Witness R. Silva calculated a reward of $5,801 ,940 for the penod 

18 ending September 1996, one half ($2,900,970) of whtch ts betng 

19 applied to the October 1997 through March 1998 penod. Thts 

20 $2,900,970 divid&d by the projected retail sales of 37,770.170 MWH 

21 dunng the projected period, results tn an increase of 0.0077¢ per kWh. 

22 as shown on line 33 of Schedule E 1, Page 3 of Appendix II 

23 

24 Q. Please explain the calculation of the FCR Estimated/Actual True-

4 
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up amount you are requesting this Commission to approve. 

Schedule E 1-8, Page 5 of Appendix II shows the calculatton of the 

FCR Estimated/Actual True-up amount The calculation of th9 

estimated/actual true-up amount for the penod April 1997 through 

September 1997 is an overrecovery, indudmg interest, of $14.618.648 

(Column 7, lines C7 plus C8) This amount. when combined With line 

Final True-up overrecovery of $13,141.163 (Column 7 hne C9a) 

deferred from the period October 1996 through March 1997. 

presented in my Rnal True-up testimony filed on May 20. 1997. results 

in the End of Period overrecovery of $27.759.811 (Column 7. line 

C11). 

This schedule also provjdes a summary of the Fuel and Net Power 

Transactions (lines A1 through A7). kWh Sales (lines 81 through 83). 

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

Interest Provision (lines C4 through C10) for this penod, and the End 

of Period True-up amount (line C 11 ) . 

The data for April1997 and May 1997. columns (1) and (2) reflects the 

actual results of operations and the data for June 1997 through 

September 1997. columns (3) through (6) . are based on updated 

estJmates 

The variance calculation of the Estimated/Actual data compared to the 
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original projections for the April1997 through September 1997 penod 

is provided in Schedule E 1-B-1 . Page 6 of Appendix II. 

~shown on line A5, the variance in Total Fuel Costs and Net Power 

Transactions is $26.4 million or a 3.1% decrease. This variance ts 

mainly due to an approXJmate S12.0 million decrease in the Fuel Cost 

of System Net Generation aa shown on line A 1 a and an approXJmate 

$12 million decrease tn Energy Payments to Qualifying Fe~cilities as 

shown on line A3b. 

The decrease in the Fuel Cost of System Net Generation was pnmarily 

due to a reduction in natural gas and heavy oil prices due to mtlde~ 

than anticipated weather The decrease in Energy Payments to 

Qualifying Facilities was pnmarily due to lower than expected 

deliveries from Indiantown Cogeneration Umited (ICL), Cedar Bay and 

Florida Crushed Stone contracts. 

The true-up calculations follow the procedures established by thts 

Commission as set forth on Commtssion Schedule A2 "Calculation of 

True-Up and Interest Proviston" fi led monthly with the Commtssto'1. 

Several l .. uea were ralaed at the Preheartng Conference 0 11 

February 5, 1997, and deferred by Order No. PSC-97-01fW-PHO-EI, 

In connectJon with FERC'a Order 888 requirement that Investor 

6 
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owned utllttiaa include the cost of tranamlaalon when making 

Schedule C ulea. How ahould theM tranamlaalon coata be 

recovered? 

FPL proposes to include the transmission costs of Schedule C 1n the 

calculation of the Fuel Cost Recovery Clause. These costs are to be 

included In the calculation of Economy Sales as reported monthly or. 

Schedules A6 and A6a This tssue Is addressed 1n gr~ater detail in 

the teetimony of FPL witness. Mario Vtllar 

CAPACITY PAYMENT RECOVERY CLAUSE 

PluM describe P1ge 3 of Appendix Ill. 

Page 3 of Appendix Ill provides a summary of the requested capaCity 

payments for the projected period of October 1997 through September 

15 1998. Total recoverable capadty payments amount to $480,405,069 

16 (line 12). and include payments of $207.724.137 to non-cogenerators 

17 (line1 ), payments of $345.135,975 to cogenerators (line 2), 

18 $3,467,1n of Mission Settlement payments (line 3) and $4,700,000 

19 relating to the St John's River Power Park (SJRPP) Energy 

20 Suspension Accrual (line 4a) which is explained later in my te3timony 

21 This amount is offset by revenues from capaCity sales of $4,946.711 

22 (line 4) , $290,998 of return reqUirements on Energy Suspension 

23 payments (line 4b) which 1s explained later 1n my testimony and 

24 $56,945,592 of Junsd1ct1onal capadty related payments 1ncluded tn 

7 
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1 base rates (hne 8) plus a net overrecovery of $10,479,736 (hne 9}. 

2 The net overrecovery of $10.479,736 reflects actual costs for January 

3 19a7 through May 1997 and rev1sed est1mates for June 193? through 

4 September 1997 Actual costs for the penod October 1996 through 

5 December 1906 were Included 1n the CCR m1dcourse correction filed 

6 on January 16. 1997 and approved by the CommiSSIOn 1n Ordar No 

7 PSC-97-0359-FOF-EI issued on March 31 , 1997 

8 

9 Q. 

10 

11 A 

12 

la FPL requeatlng nacovery of any additional coata through the 

CCR? 

Yes. FPL 1s requesbng that rt be authonzed to collect, dunng the next 

seventeen (17) years, apprmomately $4 7 m1lhon per year assor.Jated 

13 with future capacity payments to be made to Jacksonvtlle Electnc 

14 Authority (.!EA). FPL is requesting to collect th1s annual amount. 

15 because there is a mismatch between the penod over wh1ch FPL 

16 currently anticipates it will contmue to rece1 v'e energy from JEA's 

17 ownership share of SJRPP. 1nd the penod over which FPL 1s 

18 

19 

20 

21 

22 Q. 

23 A 

24 

contractually required to make annual capacity payments to JEA. Mr. 

Rene Sliva's testimon}' desetibes the circumstances that l.tndert1e 

FPL s request. 

PluM explain the SJRPP energy auapenalon luue. 

An Internal Revenue Serv1ce (IRS) ruhng. which established the tax 

exempt sta1us of the muniapal bonds used to finance JEA's ownershtp 

8 
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Interests in SJRPP stipulates that FPL shall not r6ce1ve more than 

2 twenty-five (25%) of the nameplate capacity of JEA's ownership share 

3 of the plant over the life of the bonds. According to FPL's :ontrad 

4 with JEA. FPL agreed to purchase 37 5% of energy produced by 

5 JEA's share a' the plant. based on a proJected plant capaCity factor of 

6 approximately 67% This IS equivalent to 25% of the plant's total 

7 capability. S1nce commeraal operation in 1987. the plant has run at 

8 a higher capacity factor than proJected and. therefore. FPL's 

9 customers have recetved more energy from SJRPP 1n the early years 

10 than originally anticipated. When FPL reaches the 25% limit, which 

11 has been calculated to be 80,534,332 mWh. based on the nameplate 

12 rating times the life of the bonds, FPL will be suspended from tak1ng 

13 energy until the bonds are paid off FPL 1s taking as much SJRPP 

14 energy as oossible currently, and we project that the energy lim1t will 

15 be readled in 2015. Thereafter FPL will. consistent with the contract. 

16 continue making capacity payments through 2020. but would rece1ve 

17 no energy from JEA's share of SJRPP ("SJRPP energy suspension") 

18 

19 Q . 

20 

21 A 

22 

How was the $4.7 million per year amount to be recovered 

through the CCR detennlned? 

Municipal bonds are used to finance JEA's ownership share of 

SJRPP. FPL makes capacity payments based on debt sflrv1ce 

23 amortization over the hfe of the bonds When FPL reaches the 

24 25% limit, wh1ch has been calculated to be 80 534.332 mWh. 

9 
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1 based on the nameplate rating times the life of the bonds, FPL 

2 will be suspended from taking energy until the bonds are paid off 

3 Based on the average capactty factor for the last five years, FPL 

4 has projected that the 80.534,332 mWh limit w1ll be reached 1n 

5 2015. Based on FPL's debt serv1ce forecast. from 201 : through 

6 2020, FPL is obligated to pay $80 million 1n capac1ty payments 

7 An annual acx:rual of $4 7 million collected through the Capac1ty 

8 Cost Recovery Clause over the 17 year period, from 1998 

9 through 2015, results in the recovery of the $80 m1llion needed 

10 to make the capacity payments to JEA during the energy 

11 suspension period from 2015 through 2020 FPL proposes to 

12 update the debt servtce forecast as well as the five year average 

13 capadty factor each year in FPL's Capacity Cost Recovery filing, 

14 therefore, the accrual amount will change each year 

15 

16 The $4.7 million annual payment for the SJRPP energy 

17 suspension payments will be recorded as a liability on FPL books 

18 when received from the customers. FPL proposes to pay the 

19 customers a return on tha liability until all amounts are pa1d to 

20 JEA during the suspension period The methodology used to 

21 calculate the retum requirements to the customer IS the same that 

22 is batng used in determining the retum on assets 1n the F ue1 Cost 

23 Recovery Clause. For the 12 month penod ending September 

10 
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30, 1998, expenses recoverable through the CCR will be reduced 

by approximately $291,000. to reflect the return requirements on 

the suspension payments rece1ved dunng the same period 

(Appendix Ill , page 3, line 4b) 

6 Q. What Ia the baala for requesting recovery of costs associated 

7 

8 A. 

wtth this laaue through the Capacity Coat Recovery Clause now? 

FPL is requesting that $4.7 million annually assoaated With the SJRPP 

9 energy suspension be recovered through the CCR beginning in 1998 

1 0 because there Is a mismatch between the penod over wh1ch FPL 

11 currently anticipates it W111 continue to rece1ve energy from JEA's 

12 ownership share of SJRPP, and the period over which FPL is 

13 contractually required to make annual capacity payments to JEA 

14 FPL is requesting to collect this annual amo11nt from 1998 through 

15 2014 so that in the years 2015 through 2020, when FPL Will receive no 

16 energy from JEA's ownership share of SJRPP, FPL's customers would 

17 not pay capacity charges. 

18 

19 For these reasons, FPL believes that it is appropnate to bring th1s 

20 issue forward tor Comm1ssion consideration and approval at th1s ttme 

21 

22 

23 

24 

Q. 

A. 

PleaH describe Page 4 of Appendix Ill. 

Page 4 of Appendix Ill calculates the allocation factors for demand and 

energy at generation The demand allocation factors are calculated 

11 
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12 A. 

13 

14 

15 

16 

17 Q. 

18 

1£1 

20 

21 

22 

23 

24 

A 
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by determining the percentage each rate dass contnbutes to the 

monthly system peaks The energy allocators are calculated by 

determining the percentage each rate contributes to total kWh sales. 

as adjusted for losses. for each rate class 

Please describe Page 5 of Appendix Ill. 

Page 5 of Appendix Ill presents the calculation of the proposed 

Capactty Payment Recovery Clause (CCR) factors by rate class 

Please explain the calculation of the CCR EatJmated/Actual True

up amount you are requesting this Commission to approve. 

The Estimated/Actual True-up for the penod October 1996 through 

September 1997 is an overrecovery. 1ndud1ng 1nterest. of $10.479.735 

(Appendix Ill, page 6. hne 7). Appendix Ill . pages 6 and 7 show the 

calculation supporting the CCR Estimated/Actual True-up amount 

Is this true-up calculation consistent wfth the true-up 

methodology used for the other cost recovery clauses? 

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

established by this Commission as set forth on Comm1ssion Schedule 

A2 "Calculation of True-Up and Interest Provts1on" for the Fuel Cost 

Recovery clause 

The resultJng overrecovery :>f $10.479.736 hac; been included 1n the 

12 
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calculation of the Capacity Cost Recovery factor for the penod 

October 1997 through September 1998 

PleaH explain the calculation of the lntereat Provlalon. 

Appendix Ill. pqges 9 and 10, show the calculation of the Interest 

provls1on and follows the same methodology used rn calculating the 

Interest provision for the other cost recovery clauses, as previously 

approved by this Commtsslon 

10 The interest provision Is the result of mult1ply1ng the monthly average 

11 true-up amount (line 4) times the monthly average rnterest rate (line 9} 

12 The average rnterest rate for the months reflectmg actual data 1s 

13 developed uSing the 30 day c:ommeraal paper rate as published 1n the 

14 Wall Street Journal on the first bus1ness day of the current and 

15 subsequent months. The average 1ntere&t rate for the projected 

16 months is the actual rate as of the first bus1ness day rn June 1997 

17 

18 Q. 

19 

20 A 

Have you provided a achedule ahowlng the variances botween 

the Eatlmated/Actuala and the Ortglnal Projectlona? 

Yes. Appendix Ill, page 11 . shows the Estimated/Actual capaoty 

21 charges and applicable revenues compared to the ongrnal proJections 

22 for the period. 

23 

24 Q. What I!! the variance related to capacity chargea? 

13 
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13 
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17 
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19 
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As shown in Appendtx Ill . page 11. line 5. the vanance related to 

capacity charges is a $2.0 million decrease This vanance 1s pnmanly 

due to a $2.8 milhon decrease m Cypress Settlement payments and 

a $0.6 million decrease In projected revenues from capacity sales 

The decrease in Cypress Settlement payments was pnmanly due to 

differences in the timing of payments The decrease 1n expected 

revenues from capaCity sales IS pnmanly due to the ongmal 

projections being adjusted to reflect more current mari<et trends 

What la the variance In Capacity Coat Recovery revenues? 

As shown on line 10. Capacity Cost Recovery revenues. net of 

r :lvenue taxes. are now estimated to be $3.5 mill1on higher then 

origmally projected 

What effective date Is the Company requesting for the new 

factors? 

The Company is requesting that the new FCR factors become 

effective with customer bill1ngs on cycle day 3 of October 1997 and 

continue through Customer bljlmgs on cycle day 2 of March 1998 and 

that the new CCR factors become effective With customer b1lhngs en 

cycle day 3 of October 1997 and continue through cycle day 2 of 

September 1998 This will prov1de for 6 months of baling on the FCR 

factors and 12 months of billing on the CCR factors for all our 

customers. 

14 

l 
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2 Q. What wtll be the charge for a Realdentlal customer using 1,000 

3 kWh effective October 1997? 

4 A The total residential bill, excluding taxes and franchise fees. for 1,000 

5 kWh will be $74 34 The base bill for 1,000 restdential kWh is $47 46. 

6 the fuel cost recovery charge from Schedule E1-E. Page 9 oi 

7 Appendix II for a residential customer is $16 46. the Conservation 

8 charge is $2.62. the Capaclty Cost Recovery charge is $6 74. the 

9 Environmental Cost Recovery charge is $ 31 and the Gross Receipts 

10 Tax is $.75. A Residential Bill Comparison (1.000 kWh) Is presented 

11 in Schedule E10, Page 40 of Appendix II . 

12 

13 Q. Does this conclude your testimony. 

A Yes. it does. 

15 
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BEFORE THE 
FLORIDA PUBLIC SERVICE COMMISSION 

DOCKET NO. 970001-EI 
CONTINUING SURVEI~CE AND REVIEW OF 

FUEL COST RECOVERY CLAUSES OF ELECTRIC UTILITIES 

D1rect Tea~mony of 
George H. Bachman 

On Behalf of 
Florida Public Utilitiea Company 

3 8 1 

Q. Please atate your name and bua~noaa addreaa. 

A. Geo~e H. Bachaan, 401 Sc uth Dixie H~qhway, Weat Palm Boach, FL 

33401. 

o. By whoa are you employed/ 

A. I am employed by Florida Public Ut1l1tiea Company 

o. Have you previously teat~fiod in thia ::>ocltet? 

A. Yea. 

o. What ia the purpoae of your toatlmony at thia t1mo? 

A. I will. briefly deacribo tt•• baa1a for the computat1ona thal woro 

made ~n the preparation of the var~oua Schedule• that v e havo 

submitted in support of the October 1997 - Harch 1998 fuol coat 

recovery adjuataenta for our tvo electr1c d~v~a1ona ln add1tion , 

I w~ll adv~ao the Commiaa1on of the proJeCted dlfferencoa botweon 

the revenues collected under the level~zed luel ad~ua~onl and the 

pur chaaod power coats allowed ~n develop1n9 the level1zed fuol 

adJuatment for the period April 1997 - Septeaber 1997 and to 

eatabliah a "tz;ue-up" amount to bot collected or refundod dur1ng 

October 1997 - Harch 1998. 

o. Were the achedulea filed by your Company completed under your 

direction? 

A. Yea. 

Q. Which of the Stsff'a aet of achedulea haa your company coapletod 

and filed? 
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A. We have tiled Schedules El, ElA, £1 -B, £18-1, £2, £7, £9 and £10 

~or Marianna and Fernandina Beach. Th•y are 1ncluded 1n Compo~1te 

Prehearinq Ident1l1cation Number GMB-3 . 

o. 

A. 

0 

A. 

0 

A. 

These schedules support tre calculation of tho level1zed tuol 

adJua~ent factor tor October 1997 - March 1999. Schedule El-B 

shows the Calcula~on of Purchased Power Coats and Calculation of 

True-Up and Interest Provkalon !or the period Apr1l 1997 

Septeaber 1997 baaed on 2 Months Actual and 4 Months £a~1mated 

data. 

In derivation ot the proJected coat factor for the Octobe~ 1997 -

~rch 1999 per1od, dld you follow the same procedures that were 

used in the prior period !1l1nqa? 

Yea. 

Why haa the GSLD rate claaa tor Fernand1na Beach been excluded from 

these computat1ona? 

Oamand and other purchased power costa aro aaaiqned to tho CSLO 

~ate claaa d1rect ly baaed on the1r actual CP KW and the1r actual 

KWH conaumpt1on. That procedure tor the CSLO class has been 1n use 

tor several ye~rs and has not beon r hanqed hore1n. Costa to be 

recovered from all other classes 1a dete~ned after deduct1n9 from 

total purchased power coats those coats d1rectly aaa1gned to GSLD 

How will the dem&nd co•~ recovery factors for the other rato 

claaaea be used? 

The demand coat recovery factors !or each of the RS, CS, GSO and 

OL-SL rate classes wtll become one •l-ent of tie total coat 

recovery factor tor those cla••••· All othor co~t• of purchased 

power will be recovered by the uae o! Lhe level11:ed !actor t.hal 1a 

the aaae tor all those rate classes. Thua the total factor for each 

class will be the sua of the respective demand coot !actor and the 



.. 

2 

3 

(. 

5 

6 

7 

8 

9 

10 

II 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

Q. 

A.. 

Q. 

A.. 

Q. 

A. 

Q. 

3 B 3 

level~&od factor for all other costa . 

rleaaa addraaa tho calculat1on of the tot.l true-up amount to bo 

collected or r•fundad dur~nq tho October 1997 - March 1998 , 

We have daterm1nad that at tho and of September 1997 baaed on two 

months actual and four month• aatimatod, wa w1ll have under 

recovered $10,203 1n purchased powor costa 1n our MarLanna 

diviaion. Baaed on eat~mated aalea for the per1od October 1997 

March 1998, it will be necaaaary to add .00783•¢ per KWH to collect 

thia under-recovery 

In Fernan~na Beach wa w1ll have under-recovered $6~,S86 1n 

purchaaed power costa Th11 amount w1ll be collected at . 04134¢ 

per KWH during the October 1997 - March 1998 per.1.od Page 3 and 12 

ot eo.poaite Prehearing Identification Nuaber GHB- 3 prov1dea a 

detail of the calculat1on of the true-up amounts. 

Lookinq back upon the October 1996 - March 1997 per1vd, what ware 

the actual End of Period - Tru -Up aaounta for Mar~anna and 

Ferrandina Beach, and tha1r aiqntf1cance, 1f any? 

The Har.1.anna Oiviaion exper.1.enced an over- recovery of $359,886 and 

Ferna •. dina Beach 0Lv.l.a.l.on over-recovered $145,789 Tho amount• 

both repreaant fluctuations of loaa than 10\ from tha total fuol 

charqea for tho per1od and are not conatdared a1qn1f1cant var.1.ancoa 

from project.1.ona. 

What are tho f1nal rema1n1n9 tru~ -up amo unt• for tho portod October 

1996 - March 1997 for both d1v1a1ona? 

In Marianna tho final rama1n1nq true-up amount waa an over - roc ovary 

of $132,028 . The f1nal ramainlnq truo - up aaount for Farnand1na 

Beach waa an over-recovery of $46,124. 

Wnat are tho eat1matad true-up amounts for tho period of A.pr1l 1997 

- Septeaber 1997? 

3 
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A. In Marianna, thoro 1a an oatiaated undor-rocovory of $142,231. 

Q. 

A. 

o. 

A . 

o. 

A. 

Fornand~n• Beach haa an eatiaatod under-recovery of $111,710 . 

What will tho total fuel ad)uat.lllent factor, oxclud1nq de::-ao.d coat 

recovery, be f c..r both d1vi.a~ona for the pen.od 

October 1997 - ~rch 1998~ 

In Har~anna the t ctal fuel ad)uataont factor aa ahown on L~no 33, 

Schedule £1, ia 2.402¢ per KWH . In Fornand1na Beach tho total fuel 

ad)uatment factor for "other claaaea", ac ahown on L1ne 43 , 

Schedule £1, amount• to 2.685¢ per KWH . 

Pleaae adviao what a rea1dont1al cuatomor ua1n9 1,000 ~I w1ll pay 

~or the period October 1997 - ~rch 1998 1nclud1n9 base rat1a 

(•hich 1nclude rov1aed conaorvation coat recovery factors) and fuel 

adjuatment factor a nd after applicatiCin of a line loss multiplier. 

In Marianna a rea1dent1al cuatomer uainq 1,000 KWH w~ll pay $67.08, 

an incr•••• or $2.38 from the provioua perl.od !n Feraand1na Beach 

a customer will pay $65.20, a decreaae of S 15 from tho prov1ous 

pen.od. 

Doea this conclude your teat~mony~ 

Yeo. 

01ak Fuel 1/97 

Auq97-teat.qb 
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GULF POWER COMPANY 

Before the Florida Public Service Commission 

Prepared Direct Testimony of 

Michael F. Oaks 

Docket No. 970001-EI 

Date of Filing May 20, 1997 

Please state your name and business address 

3 8 5 

5 Q. 

6 A My name is Michael F Oaks and my bus1ness address 1s 500 Bayfront 

1 Parkway, Post Office Box 1151, Pensacola, Florida 32520-0328. 

8 

9 a. By whom are you employed and rn what capac1ty? 

to A. I am the Compliance and Fuel Supply Supervisor at Gulf Power 

11 Company. 

12 

13 Q. Mr. Oaks, will you please describe your educat1on and expenence? 

I graduated from Belhaven College in Jackson, Mississippi, 1n 1977 with a 

ts Bachelor of Sc1ence Degree 1n Chemistry I JOined Gulf Power Company 

t6 in 1977 as a Chemist Since then, I have held vanous pos1tions w1th the 

11 Company, including Water Chemistry Specialist. Water Quality Specialist, 

18 Environmental Affairs Specialist, Env1ronmental A••dit Administrator, and 

19 Compliance Adm.nistrator. I was promoted to my present position in May 

20 1996. 

21 

2: a What are your duties as Fuel Supply Superv1sor? 

23 A I supervise and administer the Company's fuel procurement, 

24 transportation, budgeting, contract administration, and quality control to 

25 
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ensure the generating plants are provided high quality fuel supply at the 

2 lowest practical cost. 

J 

.. a. 
5 A. 

6 

1 a. 
8 A. 

Mr. Oaks, have you previously testified before th1s Comm1ss1on? 

Yes. I have presented testimony to th1s Commission 

Mr. Oaks, what is the purpose of your testimony 1n th1s docket? 

The purpose of my testimony is to summarize Gulf Power Company's fuel 

9 expenses and to certify that these expenses were properly Incurred 

10 during the period October 1996 through March 1997. Also. it is my 1ntent 

11 to be available to answer any questions that may anse among the part1es 

12 to this docket concerning Gulf Power Company's fuel expenses 

11 

14 a. 
15 

16 A 

17 

18 

19 

20 

21 a. 

Have you prepared an exh1b1t that COr'l ta1ns 1nformat1on to wh1ch you w1ll 

refer in your testimony? 

Yes. I have prepared an exhibit consist1ng of one schedule 

Counsel: We ask that Mr. Oak's exhibit cons1st1ng of one schedule be 

marked as Exhibit No. ~~ (MF0-1) 

During the period October 1, 1996, through March 31 , 1997. how d1d Gulfs 

22 actual fuel expenses compare with the budget or projected exoenses? 

23 A. 

24 

Gulfs actual fuel expense was $94,997,793 as compared w1th the 

projected amount of $97,740,994, or under our est1mate by 2 81% Gulfs 

2s total net system generation was 4 ,672 294 MWH compared to the 

Docket No. i70001-EI Page 2 Witness Michael F O&l-3 
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projected generation of 5,069,150 MWH or 7 83% less than predicted 

2 The resulting total fuel cost per KWH generated was 2 0332¢/KWH or 

J 5.45% over the projected amount of 1 9282¢/KWH. 

4 

~ a. 
6 

1 A. 

8 

9 

10 

II Q. 

12 

13 A. 

14 

I.S 

16 a. 
17 

18 A. 

19 

How much spot coal did Gulf Power Company purchase dunng the penod 

ending March 31 , 1997? 

Gulf purchased 791,205 tons or 39% of its supply from the spot coal 

market. My Schedule 1 of Exhibit No. 2l. (MF0-1) cons1sts of a list 

of contrac! and spot coal suppliers for the pertod end1ng March 31 . 1997 

How did the projected purchase cost of coal compare w1th the actual 

cost? 

For the period, Gulfs total cost of coal purchased was 2 7% h1gher than 

projected. 

Should Gulfs fuel purchase cost for the period be accepted as 

reasonable and prudent? 

Yes. Gulfs coal purchases were e1ther from long term contracts or the 

competitive spot market. Coal vendors are selected by procedures 

20 designed to asssure a deliverable quantity of acceptable quality coal for a 

21 specific term at the lowest available dell\ ered cost. Gulf has 

22 administered the provisions of these contracts and purchase orders 

23 appropriately. AJI of Gulfs oil purchases were from 011 vendors selected 

24 by open bids to ensure the most econom1cal price of 011 

2~ 
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a 
A 

Mr. Oaks, does this conclude your testimony? 

Yes. 
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STATE OF FLORIDA Docket No. 970001-EI 

COUNTY OF ESCAMBIA 

Before me the undersigned authority, personally appeared Michael F. Oaks, who 

being first duly sworn, deposes, and says that he is the Compliance anJ Fuel 

Supply Supervisor at Gulf Power Company, a Matne corporation, and that the 

foregoing is true and correct to the best of his knowledge, tnformatto:1, and belief 

He is personally known to me. 

Mi~ 
Compliance and Fuel Supply Supervtcor 

Sworn to and subscribed before me this 13th day of May 1997. 

Q~ Q d4:iv- ) 
Notary Public, State of Florida ~\,~flf'ln 

~~'!\'''' oA R. c6'~~~~ 
~ ········ ,~; ~ ~ <;;:) ,·~~ISSIOI; t;•:'.£:~ 

Commission Number: ~ ~..-~or,uRv <e ~··~ ~ : :~s ., ~~ : =·: ~ .... l :. = 
Commission Expires: ~.z:: 1cc : : ::.0 ~ 1j; 346358 : ~ ~ 

~::;4·~~ ~ ~·s:' 
~~;·.,. td ~ ~-;,...~$ 
~ A~•. ~;-.:,-. s 
~ C/8! ······~ ()f. ~ ~11. '-IC Sl~'"' '!1.,,~ 

111
ll1iwt "''''" 



2 

J 

4 

5 0. 

GULF POWER COMPANY 

Before the Florida Public Service Commission 

Prepared Direct Testimony of 

Michael F. Oaks 

Docket No. 970001-EI 

Date of Filing: June 18, 1997 

Please state your name and business address. 

390 

6 A My name is Michael F. Oaks and my business address is 500 Bayfront 

7 Parkway, 500 Bayfront Parkway, Pensacola, Florida 32520-0328. 

8 

9 a. By whom artt you employed and in what capacity? 

10 A I am the Compliance and Fuel Supply Supervisor at Gulf Power 

11 Com~any. 

12 

13 a. 

14 A 

Mr. Oaks, will you please doscribe your education and experience? 

I graduated from Belhaven College in Jackson, Mississippi, in 1977 with a 

15 Bachelor of Science Degree in Chemistry. I joined Gulf Power Company 

16 In 19n as a Chemist Since then, I have held varivus positions with the 

17 Company, lnduding Water Chemistry Specialis~ Water Quality Specialist, 

18 Environmental Affairs Specialist, Environmental Audit Administrator, and 

19 Compliance Administrator. I was promoted to my present position in May 

20 1996. 

21 

22 a. 
23 A 

What are your duties as Fuel Supply Supervisor? 

I supervise and administer the Company's fuel procurement. 

24 transportation, budgeting, contract administration, and quality control to 

25 

j 
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ensure the generating plants are provided an adequate low cost fuel 

2 supply wlth minimal operational problems. 

3 

4 a. Are you the same Michael F. Oaks who has previously submitted 

s testimony in this proceeding? 

6 A Yes. 

7 

8 a. 

9 A 

Mr. Oaks, what is the purpose of your testimony in this docket? 

The purpose of my testimony Is to support Gulf Power Company's 

10 projection of fuel expenses for the period October 1, 1997. tc March 31, 

1 1 1998 and to be available to answer any questions that may occur 

12 concerning the Company's fuel procurement procedures. 

13 

14 a. Have you prepared an exhitit that contains information to which you will 

IS refer in your testimony? 

16 A 

17 

Yes. I have prepared an exhibit consisting of one schedule. Schedule 1 

of my exhibit is a tabulatlon of projected and actual fuel cost for the past 

18 ten years. The purpose of this schedule is to illustrate the accuracy of our 

1 Y short term projections of fuel expenses. 

20 

21 COUNSEL: We ask that Mr. Oaks' exhibit. consisting of one schedule, 

22 be marked as Exhibit No . .1l_ (MF0-2). 

23 

24 

2S 
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a. Has Gulf Power Company made any changes to its methods In this period 

2 for projectlng fuel cost? 

3 A No. 

4 

s a. Will there be any major changes in Gulrs fuel purchasing program during 

6 this pertod? 

1 A Yes. Gulf Power Company's long tenn contract with Pe::\body 

s COALSALES Is subject to a market review opener. Effective February 1, 

9 1998, the contract price will either go to a market adjusted delivered price, 

10 or if COALSALES does not agree to the matching price, the contract will 

11 be tennlnated. If the contract Is renewcj, our annual obligation will 

12 resume at 1.9 miUion tons per year. If the contract is tenninatcd, Gulf will 

13 be seeking a similar quantity of coal from other sources. 

14 

IS a. How much spot market coal does Gulf Power project it will purchase 

16 during the October 1997 through March 1998 period? 

11 A We are projecting the purchase of approximately 408,095 tons on the spot 

18 market This represents approximately 17% of our projected purchase 

19 requirements. 

20 

21 a. 

22 A 

23 

24 

2S 

Mr. Oaks, does this condude your testimony? 

Yes. 

OocQt No. 070001-EI W rtnna Michel l F Oa ka Page 3 



STATE OF FLORIDA ) 
) 

COUNTY OF ESCAMBIA ) 

3 9 3 

AFFIDAVIT 

Docket No. 970001-EI 

Before me the undersigned authority, personally appeared Michael F. Oaks. who ~eing 

first duly sworn, deposes, and says that he Is the Compliance and F unl Supply Supervisor 

at Gulf Power Company, a Maine corporation, and that the foregoing Is true and correct to 

the best of his knowledge, lnfonnation, and belief. He Is personally known to me. 

M~~ 
Compliance and Fuel Supply Supervisor 

Sworn to and subscribed before me this 18th day of June 1997. 

Q~Q&:IIvuw 
Notary Public, State of Florida at Large 

Commission Number: 

Commission Expires: 
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GULF POWER COMPANY 

Before the Florida Public Service Commissio n 
Direct Testimony of 

M. W. Howell 
Docket No. 970001-EI 

Date of Piling: May 20, 1997 

3 9 4 

6 Q. Please state your name, business address and occupation. 

7 A. My name isM. W. Howell , and my business address is 500 

8 Bayfront Parkwa:,•, Pensacola, Plorida 32520. I am 

9 Transmission and System Control Manager for Gulf Power 

10 Company. 

11 

12 Q. Have yoJ previously testified before this Commission? 

13 A. Yes. I have testified in various rate case, 

14 cogeneration. territori ~ l dispute, planning hearing, 

1$ fue l clause adjustment, and purchased power capac~ty 

16 cost recovery dockets. 

17 

II Q. Please summarize your educational and professional 

19 background. 

W A. I graduated from the University of Flo rida in 1966 with 

21 a B3rhelor of Science Degree in Electrical Engineering . 

22 I received my Mast~rs Degree in Electrical Engineering 

23 from the University of Florida in 1967, and then joi 1ed 

24 Gulf Power Company as a Distribution Engineer. I have 

2' since served as Relay Engineer, Manager of Transmi~~ion, 
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Manager of System Planning, Manager of Fuel and System 

2 Planning, and 'I'ransmission and System Control Manager. 

3 My experience with the Company has included all areaa ot 

4 distribution operati~n. maintenance. and construction; 

s transmission operation, maintenance, and construction; 

6 relaying and protection of the generation, transmissi~n. 

7 and distribution oystems; planning the generAtion. 

I transmisoion, and distribution system additiona; bulk 

9 power interchange administration; overall management of 

10 fuel planning and procurement; and operation of the 

11 system dispatch center. 

12 I am a member of the Engineering Committees and 

13 the Operating Committe~s of the Southeastern Electric 

14 Reliability Council and the Florida Reliability 

IS Coordinating Council, and have serveu as chairman of the 

16 Generation Subcommittee of the Edison Electric Institute 

17 Syste.m Planning Committee. I have served as chairman or 

18 member of many technical committees and task forces 

19 within the Southern electric system, the Florida 

20 Electric Power Coordinating Group, and the North 

21 American Electric Reliability Counci 1. These h.sve dealt 

22 with a variety of technical issues ircluc~ng bulk power 

23 aecurity, system operations, bulk power contracts, 

l4 generation expansion, transmission expansion, 

25 transmission interconnection requirements. central 

Docket No. 970001-EI 2 Witness: M. W. Po~·ll 
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dispatch , transmission system operation, transient 

2 stability, underfrequency operation, generator 

J underfrequency protection, and system production 

4 costing. 

' 
6 Q. What is the purpose of your testimony in this 

7 proceeding? 

8 A. I will summarize Gulf Power Company's purchased power 

9 recoverable costs for energy purchases and sales that 

10 were i n cur red durin7 the October l, 1996 through March 

I I 31, 199·, recovery period. I will then co~are these 

12 actual costs to their projected levels for the period 

~3 and discuss the primary reasons for the differences. 

14 I will also summarize the actual capacity expenses 

IS and revenues that were incurred durin~ the October 1. 

16 1995 thr ough September 30, 1996 recovery period, compar~ 

17 these figures to their projected levels, and discuss the 

18 reasons for the differences. 

19 

20 Q. During the period October l, 1996 through March 31, 

21 1997, what was Gulf's actual purchased power recoverable 

22 cost for energy purchases and how did ;t compare with 

23 the projected amount? 

24 A. Gulf's actu1l total purchased power recoverable cost for 

2' energy purchases, as shown on line 12 of Schedule A-1, 

Docket No. 970001-EI 3 Witness: M. W. Howel 1 
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was $8,942,360 for 57A,612,017 KWH as co~ared to the 

2 projected amount of $5,499,969 for 314,210,000 KWH. The 

3 actual coat per KWH purchased was 1.5455 ¢/KWH as 

4 compared to the projected 1.7504 e/KWH, or 12\ below the 

' projection. This significantly lower price is why the 

6 amount of energy purchased was 84\ over t he projection 

7 amount. 

8 

9 Q. What were the events that influenced Gulf's purchase of 

10 energy? 

II A. During the recovery period, the availability of lower 

12 cost pool energy due to higher than budgeted nuclear ~d 

13 hydro generation on the Southern electric system allowed 

14 Gulf to purchase more energy at a significantly lower 

'' unit price than was forecasted in order to meet its load 

16 obligations. 

17 

18 Q. During the period October 1, 1996 through March 31, 

19 1997, what was Gulf's actual purchased power fuel cost 

20 for energy sales and how did it compare with the 

21 projected amount? 

22 A. Gulf's actual total purchased power fuel cost for energy 

23 sales, as shown on line 18 of Schedule A- 1, was 

14 $16,219,536 for 1,027 , 729,884 KWH as compared to the 

2S projected amount of $21,122,000 for 1,081,922,000 KWH. 

Docket No. 970001-EI 4 Witness: ~. W. Howell 



398 

This resulted in a variance below budget of $4,902 , 464, 

2 or 23,. The actual fuel coat per KWH sold was 1.5782 

3 ¢/KWH as compared to 1.9523 ¢/KWH, or 19' below the 

• projection. 

5 

6 Q. What were the events that influenced Gulf's sale of 

7 energy? 

s A. The same higher availability of more lower coat pool 

9 energy that increased our purchases also supplanted some 

10 sales that Gulf was expected to make in the forecast. 

11 Therefore, Gulf sold less energy, and at a lower unit 

12 price. 

l3 

14 Q. How are Gulf's nee purchased power fuel costs affected 

15 by Southern electric system energy sales? 

16 A. As a member of the Southern electric system power pool, 

17 Gulf Power participates in these sales. Gulf's 

18 generating units are economically dispatched to meet the 

19 needs of its territorial customers, the system, and 

20 off - system customers. 

21 Therefore, Southern system energy sales provide a 

22 market for Gulf's surplus energy and generally improve 

23 unit load factors. The cost of fuel used to make Lhese 

24 sales is credited against, and therefore reduces, 

25 Gulf's fuel and purchased power costs. Overall, Gulf's 

Docket No. 970001-EI 5 Witnes~ : M. W. Howell 
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Total Fuel and Net Power Transactions tor the recovery 

2 period. as shown on line 20 ot Schedule A-1. were only 

J 7\ over budget. 

4 

~ Q. During the period October l, 1995 through September 30, 

6 1996, how did Gulf's actual net purchased power capacity 

7 transactions compare with the net projected 

s transactions? 

9 A. The net proje~ted purchased power capacity transactions 

10 for the October 1, 1995 through September 30, 1996 

II 

12 

13 

14 

I~ 

16 

17 

18 

19 

20 

21 

22 

23 

24 

2~ 

Q. 

A. 

recovery period were established as a result of the 

hearings in Docket No. 950001-EI held in August 1995. I 

testified that the projected net purchased po~er 

capacity cost for the October 1. 1995 through September 

30, 1996 recovery period was $10,499,0i4. The actual 

net capacity cost was $10,741,967. This represents an 

increase in cost of $242,893, or 2% more than project~d. 

Please explain the reasons for this capacity cost 

difference. 

Thi~ relatively small difference is basically due to a 

slight increase in Gulf's load responsibility component 

of the IIC capacity equalization calculation. This 

increase resulted in Gulf being responsible for s haring 

a slightly higher percentage of system reser~es. 

Docket No. 970001-EI 6 Witness : M. W. Howell 
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The capacity cost forecast for October 1, 1995 

2 through September 30, 1996 called for IIC transactions 

3 only, but we actually purcha•ed 19 Megawatts of eapacity 

4 from the Monsanto Company beginning in June, 1996. This 

' capacity, however, simply cau•ed a reducticn in IIC 

6 capacity purchases, so the purchase was no t a factor in 

7 the slight overall capacity cost increase . 

8 As I testified in Docket No. 960001 - EI, the 

9 Monsanto capacity purchase, which amounts to $62,202 per 

10 month for 19 megawatt& of capacity, was previously 

II authoriz ~d for cost recovery by the Commission in Docket 

12 No. 921167 -tro. This purchase was not included in IllY 

13 capacity cost projection for the October l, 1995 thr~ugh 

14 September 30, 1996 recovery period because the contract 

IS did not require a final commitment from Monsanto for the 

16 supply of this capacity until well past the August , 1995 

17 hearing which established Gulf's capacity cost forecast. 

18 Of course, Monsanto did not begin receiving capacity 

19 payments until after it made a firm commitment to 

W deliver capacity onto Gulf's system . 

21 

22 Q. Does this conclude your testimony? 

23 A. Yes. 

24 

2S 
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AFFIDAVIT 

STATE OF FLORIDA Dnc r.et No. 970001-EJ 

COUNTY OF ESChHBIA 

Before me the undersigned authority, personally appeared M. W. 

Howell, who being first duly sworn, deposes, and ~ays that he is 

the Transmission and System Control Manager of Gulf Power 

Company, a Maine corporation, that the foregoing lS true and 

correct to the best of his knowledge, information, and belief. 

He is personally known to me. 

f(Y),~. ~ 
M. w. Howell 
Transmlssi on and System Cont rol 

Manager 

Sworn to and suoscribed before me this 

_ ...... ( ...... ) )(] ........... { -~-r---, 1997 . 

Ao )ria C IJ.. Lr !A. It-
Notary Public, State of Florida at Large 

Commission No. C C 3l£ 2 7( 3 

i · r1'la<l J /, l r t~1r;, My Comm ss~on Explres v J 

tun day of 

,,, ..... ,,#,: 
~'~ ... ' -, '''" 

~~/ .. J:..'~r~ liNDA C. WEBB 
!!! ~ ) • l Hec•rr Pubf 'c SUt1 of fL . ~ . ~~w"'' comm hp: ,., l '.naa 

,.l_~, , ... o Cemm. lit: CC li270J 

~"""' 
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GULf POWER COMPANY 

Before the Florlda Public Scrv1c• r·om.~lsston 

Prepared Direct Tcstt~ony of 
Susan D. Cranmer 

Dccket No . 970001-EI 
Fuel and Purchased Power Capacity rosl Re~overy 

Oat€ of Filing : May 20, '997 
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Please stat.e your nome, bus1ness addr cs~ and occup;tll on . 

My name is Susan Cranmer. My business address 1s SOO 

8ayf1ont Pllrkway, l'en3a coJil , Fl o 1 Ida 'I(!J<Il . hulrJ Lll!.! 

position of Ass1stant Secretary dnd Asslslant Treasurer 

o f Gulf Power Company . In this poslliun, I am 

respons1ble for superv1sing the Rates and Hcgul~tory 

Matters Department . 

Please briefly descr1be your edu~..atlonal backqround and 

business experience. 

I graduated from Wake Forest University 1n 

Wlnston-Salem, North Carolina in 1981 w1Lh a Bachelor ~f 

Science Degree in Bus1ness and from the University of 

West Florida in 1982 with a Bachelor of Arts Deqrc~ 1n 

Accounting. I am also a Certified Publ1c Accountant 

licensed 1n the Stale o f Flor 1da. I ]oined Gulf Power 

Company in 1983 as a F1nanc1al Analyst. Prlor to 

assurnil"g my current pos1tion, I have held var1 ous 

pos1tions w1th Gult 1ncluding Computer Model1ng Ana~yst, 
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Q. 

A. 

Q. 

A. 

Senior Financ1al Analyst, and Supervisor of Rate 

Services. 

4 0 3 

'iy respons1b1lit1es include superv1s1on of: L~r1ff 

administration, cost of service act1v1ties, cillculat1on 

of cost recovery factors, the regulatory f1l 1nq funct1on 

of the Rates and Regulatory Matters Department, and 

various trea~ury actlVllles. 

Have you prep&red an exh1bit that contains 1nform~L1on 

to which you w1ll refer 1n your Lcst1mo ny? 

Yes, I have. 

Counsel: We ask that Ms. Cranmer's Exhtb~t 

consisting of four schedule~ be 

marked as Exh1b1 t No. ~ ( SDC-1 I . 

Are you familiar with the Fuel and Purchased Pow~r 

(Energy) True-up Calculation for the period of October 

1996 through Mar~h 1997 dnd the Purchased Power Capacity 

Cost True-up Calculation for the period of Octooer 1995 

through September 1996 set forth 1n your exh1bll? 

Yes. These documents were prepared under my 

supervision. 

Docket No. 970001-EI Pctqe 2 Wltnc ss: Susan D. C ran~~r 
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Have you ver1fied that to the best of your knowl(!d rJr! drHl 

belief, the information contained 1n these documents 1s 

correct? 

Yes , I have 

What is the amount to be refunded or collected ~ hrough 

the fuel cost recovery factor 1n the per1od October 1997 

through March 1998? 

An amount to be collected of $3, 1£, ~ , 271 WCJS calculated 

as shown in Schedule 1 of my ~xh1b1t. 

How was this amount ca lculated? 

The $3,165,271 was calcul a ted by tak1ng the d1ffcr~nce 

in the estimated October 1996 through Mar ch 1997 under

recovery of $2,698,394 as approved 1n Order No . 

PSC-97-0359- FOF-EI, dated March 31, 199 I and the ac tua 1 

under-recovery o f $5,863,665 wh1 ch 1s the sum of l1nes 7 

and 8 shown on Schedule A-2, pag~ 2 of 3, Period-to-da t e 

of the monthly f1l1ng for March 1991. 

Ms. Cranmer, you stated <..!arlier that you are r·espons1ble 

for the Purchased Powe r 2apacity Cost True-up 

Calculation. Wh ,ch schedules of your exhibit relate to 

the calculatton of these factors? 

Schedules CCA-1, CCA-2 , and CCA-3 of my exh1b1 t r~late 

Docket No. 970001-EI Page 3 Witness : Su3an D. Ctunm~r 
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to the Purchased Power Capaclly Cost True up CalclliCJUon 

for the per1od October 1995 through Seplembcr 1996 . 

What is the amount to be refunded or collected in the 

period October :997 through September 1996? 

An amount to be collected of $201,3C8 wa calculated as 

shown in Schedule CCA-l of my exhib1t. 

How was this amount calculated? 

The $201,368 was calc~lated by tak1ng the rl1fference 1n 

the estimated October 1995 through September 1996 over

recovery of $374,156 as approved in Orde r No . 

PSC-96-1172-FOF-EI, dated September 19, 1996 anc! the 

actual over-recovery of $172,788 wh1ch 1s the sum of 

lines 11 and 12 under the total colurrn of Schedule 

CCA-2. 

Please describe Schedules CCA-2 and CCA-3 of your 

exhibit. 

Schedule CCA-2 shows the calculdlion of the a~tual over

recovery of purchased ~ower capac1ty costs for the 

period October 1995 through September 1996. Schedule 

CCA-3 of my exhibit 1s the calculat1on o f the lltLcrest 

provision on the over-recovery. Th1s is the same method 

of calculating interest that 1s used tn the Fuel and 

Docket No. 910001-El W1Ln~ss: Sus An 0. C r~nmer 
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Purchased Power (Energy) Cost Recovery Clause and the 

Environmental Cost Recovery Clause . 

Ms . Cranmer, does this complete your testimony! 

Yes, it does . 
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AFFIDAVIT 

STATE OF FLORIDA Docket No 970001-EI 

COUNTY OF ESCAMBIA 

Before me the undersigned authonty, personally appeared Susan 0 Cranmer. 

who bAing first duly sworn, deposes, and says that she IS the Ass1stant Secretary and 

Assistant Treasurer of Gulf Power Company, a Ma1r.e corporat1on. that the forego1ng 1S 

true and correct to the best of her knowledge, mformat1on. and bel1ef She 1s 

personally known to me 

Susan D Cranmer 
Ass1stant Secretary and Ass1stant Treasurer 

Sworn to and subscribed before me th1s I u ~\. day of _.f_/_l..:...}c:.....:t_· ... t ___ _ 
J 

1997 

.Itt ndo L' U4/-' lr-
Notary Public, State of Florida at Large 

,,., .... ,,,,,, 
-.~>',~ \ . • ,, '~~~ 
~ <• ~· · •• •, "• LINDA C. WEll s ... •' : ··. ~. :... 

:": : • .) • ~ :. 14ol.,, r Publlc·ltam of Fl 
=-· )•'' : .. = . f 
~ .. ~ ~ -, r·~~ &;1o•:n ap: MayJI,IIIJ 
~ .• .;./.,;';~·;t:i teiM\.Ih: cc aann 
~~~I II I'M"'" 
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GULf POWER COMPANY 

Before the Flor1da Publ1c Servlc<' C0rrun1sslon 
Prepared D1rect Testimony of 

Susan D. Cranmer 
Docket No. 970001-EI 

Fuel and Purchased Power Cost Recovery 
Date of Filing: June 23, 199·7 

Please state your name, bus1ncss address and occupat1on. 

My name 1s Susan Cranmer. My bus1ness address 1s 500 

Bay front Parkway, Pensacola, Fl onda 3? S20- 07 80. 

the position of Ass1stant Secretary at.d Assistant 

Treasurer for Gulf Power Company. 

Please b.~.iefly descr1be your cducatlonal background and 

business experience. 

I graduated from Wake Forest Univers1ty 1n 

Winston-Salem, North Carol1na in 1981 w1th a Bachelor o f 

Science Degree in Bus1ness and from the Un1vcrs1Ly of 

West Florida in 1982 wlth a Bachelor of A!ts £•cqr,.c 1n 

Accounting. I am also a Cert1'1ed Publ1c Accountant 

licensed in the State of Flor1da. I JOined Gulf Power 

Company 1n 1983 as a Financial Analyst. Prior ~o 

assum1ng my current position, 1 have held var1ous 

positions with Gulf including Computer Mod0 1 1no Analyst, 

Senior Financial Analyst, and Superv1sor of Rate 

Services. 
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My respons1b1lit1CS 1nclude supervision of: a r 1 ( f 

admlnistration, cost of service actlJ'lles, calculation 

of cost recovery factors, the regulatory flllrHJ funct HJn 

of the Rates and Regulatory Matters Department, and 

various treasury actlVltlcs. 

Have you prevl')Usly f.ilcd test1mony befo··, Lh1s 

Commission ~n Docket No. 970001-EI? 

Yes, I have. 

What ~s the purpose of your test1muny? 

The purpose of my test1mony is to d1scuss the 

calculation of Gulf Power ' s fuel cost recove ry factors 

for the period October 1997 through March 1998. I will 

also discuss the calculation of the purchased power 

capacity cost recovery factors for the per1 od October 

1997 through September 1998. 

Are you familiar with the Fuel and Purchased Power Cost 

Recovery Clause Calculation for the pe~iod of October 

1997 through Mdrch 1998? 

Yes, these documents were prepared u·.der my superv1s1on . 

Docket No. 970001-EI Paqe 2 Witne ~ ~: Su~an ~- Cr~nr.·r 
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Have you verified that to the best of your knowl~dge and 

belief, the 1nformntion contained in trese documents 1s 

correct? 

Yes, I have. 

Counsel: We ask that Ms. Cranmer ' s Exl1i~it 

consistlng of f1fteen schedules, 

be marked as Exh1bit No. ~() <SDC- 21. 

Ms. Cranmer, what has Gulf calculaterl as th~ true-up ~o 

be applied in the penod OcLobcr 199 ·7 Lhrouqh M;tr ch 

1996? 

The true-up for this period is an 1ncrease of 

. 0994¢/kwh . This includes a final true-up under

recovery for the October 1996 through March 1 r19 1 per 1 u d 

of $3,165,271. As shown on Schedule E-lA, 1t also 

includes an estimated true-up under-recvvery of $857 , 475 

for the current per1od. The resulting under-recovery 1s 

$4,022,746. 

What has been included 1n this f111ng to reflect the 

GPIF reward/penalty for the period of October 199G 

through March 1997? 

This is shown on Line 32b of Schedule E-l as ar1 lnLreasc 

of .0003¢/kwh, thereby reward1ng G.ult by $11,349. 

Docket No. 970001-EI Page 3 W1 tness: Susan D. Crarune~ 
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Ms . Cranmer, what is the levelized projected fuel facl o r 

for the period October 1997 through March 1998? 

Gulf has proposed a levelized fuel factor of ? .lllC/kwh. 

It includes projected fuel and purchased power energy 

expenses for October 1997 through March 1998 and 

projected kwh sales for the same period, as wel : as the 

true- up and GPif amount. The proposed level1zed fuel 

factor also includes the special recovery amounl 

associ a ted with the Al r Products spec 1 al con Lr c.J C '. . The 

calculation of the special recovery Jmount is presented 

on Schedule E-12 of my exhib1t . The levelized fuel 

factor has not been adjusted for l1ne losses. 

Ms . Cranmer, how were the line loss mult1pl1ers used on 

Schedule E-lE calculated? 

They were calculated in accordance with procedures 

approved in prior filings and were based on Gulf 's 

latest mwh Load flow Allocotors . 

Ms. Cranmer, what fue 1 f ,rctor docs Gu 1 f propos r• for 1:: ~ 

largest group of customers (Group A), those on Rate 

Schedules ~S, GS, GSD, OSIII, and OSJV? 

Gulf proposes a standard fuel factor, adJusted tor l1ne 

losses, of 2.157¢/kwh kwh for Group A. fuel facto rs for 

Docket No. 970001-EI Paqe 4 WI tne"": Su!Sar. ~ ~. Cranmr.r 
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Groups A, 8, C, and Dare shown on Schedule E-JE. These 

factors have also been adjusted for line losses. 

Ms. Cranmer, how were the Lime-of-usc tuel fu ctor:> 

calculated? 

These were calculated based on projected loa~s and 

system lambdas for the period October 1997 through Mar ch 

1998. These factors included the GPIF, true-up, and 

special contract recovery cost amounts and wern adjusted 

for line losses. These Lime-of-us~ fuel facL ~rs ?re 

also shown on Schedule E-lE. 

How does the proposed fuel factor for Rate Schedule RS 

compare with the factor applicable lo September and how 

wi!l the change affect the cost of 1000 kwh on Gulf's 

residential rate RS? 

The current fuel factor for Rate Schedule RS appl1cable 

to September 1997 is 2 . 180¢/kwh compared with the 

proposed factor of 2 .157¢/kwh. for a residential 

customer who uses 1000 kwh 1n October ! 997, Lhe fuel 

portion of the bill wi ll decrease from $21.80 to $71 . 57 . 

Ms. Cranmer, has Gulf updated its estimates of the 

as-available avo1dcd energy cosLs to be shown 0 11 COGl as 

required by Order No. 13247 issued May 1, 1984, in 

Docket No. 970001-EI Page ~ Witness: Suean 0. Cranmer 
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Docket No . 830377-EI and Order No . 19548 issued June 21 , 

1988, in Docket No. 880001-El? 

Yes. h tabulation of these costs is ~et fo rth in 

Schedule E-ll of my Exh i bit SDC-2. These cos ' s 

represent the est1mated averages for the per1 od from 

October 1997 through September 1999. 

Ms . Cranmer, you stated earlier that you are rcspons1blc 

for the ca lculation of the purc hased power capactty cost 

(PPCC) recovery fact u rs . Wh1ch schedules o f your 

exhibit relate to the calculation of these factors? 

Schedule CCE-1, includ1ng CCE-la and CCE-lb , and 

Schedule CCE-2 of my cxh1b1t relate :o the calculatton 

of the PPCC recovery fu ctors f o r the pl.'tlod Ot:1olv~r l'J~I 

through September 1998. 

Please describe Schedule CCE-1 o f your cxhtbll. 

Schedule CCE-1 show~ the calcul ation of the amtunt of 

capacity IJayments to be recove red throug h the PPCC 

Recovery Clause . Mr . Howe ll has provided me Wll/1 Gulf ' s 

proiected purchaSPd power CC1J'>i1Clly tran•;artlOIIS lllldP r 

the Southern Company Intercompany Interrhanqe Contract 

CIIC), Gulf ' s contrat:t with Monsanto Chem1cal r·omp.:m·f, 

and certain short-term marke t capac1ty transactions. 

Gulf ' s total projected capaclty payments for th e pcnod 

Docket No. 970001-EI Page 6 Wltne~s: Susan D. Ccnnmer 
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October 1997 through September 1998 are purchases of 

$1,841,669 . The junsdictional amount 1s Sl, 77 3, 874. 

For the period, Gulf's requested recove ry before t r~e -up 

1s the difference between the JUrlsdJctlonal pr~]ccteJ 

purchased power capacity costs and the approved 

adjustment for former capacity transact1ons embedded 1n 

current base rates. Th1s adjustment amount was f1xcd 111 

Order No. PSC-93-0047-FOF-EI, dated January l i' , l'JC..U, as 

an embedded cred1t of $1,678,580, o r $1,65/,(J(JU net. o f 

revenue taxes. Thus, the proJected recovery csmoun t to 

be collected throug~ the PPCC recovery factors 1r1 the 

period October 1997 through September 1998 is 

$3,425,874. This amou nt 1s added 1.o the t o ld 1 t r uc-up 

amount to determ1ne the total purchased power cap~c1ty 

transactions to be recovered througM the factors to uc 

applied in the period. 

What has Gulf calculated as the purchased power capacity 

factor true-ur to be dpplled 1n the pcr1od Oc t ob(•r l'l9G 

through September 1997? 

The true-up fo r this per1od is an 1ncrease of ~ 5/.} , 967 

as shown on Schedu lt• CCE-1 a. Th 1 s 1 nc 1 udes So f 111<.1! 

capacity cost true-up amount for October 1995 tt.rough 

September 1996 because the actual ove r -recove ry t o r· that 

period wa~ incorporated 1ntv tile mid- course co rrcC"Lt on 
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Q. 

A. 

4 1 s 

filed November 21, 1996. It lnc1udes an estlmated over

recovery of $2,791,701 for the period ~ctober 1996 

through September 1997, less $3,315,668 est1matco over

recovery related to the same per1od but already 

reflected in the factors approved 1n the mld-course 

correct1on which was effective January 1, 1997. 

What methodology was used to allocate the capacity 

payments to rate class? 

As required by Cornm1ss1o~ Order No. 25773 1n Oockct 

No. 910794-EQ, the revenue requ1 rcmcnts ha•;c bef'r• 

allocated using the cost of serv1ce methodology used 1n 

Gulf's last full requirements raLe case and approved bv 

the Commission in Order No 23573 1ssued October 3, 

1990, in Docket No. 891345-EI. Although the ca pac1ty 

payments in that cost of serv1ce study were allocated to 

rate class using the demand allocator based on the 

twelve monthly coincident peaks projected for the test 

year, for purposes of the PPCC Recovery Clause, Gulf r.as 

allocated the net purchased power capac1ty costs to ra~~ 

class with 12/13th on demand and l/13th on energy . Th1s 

allocation is consistent w1th the treatment accorded to 

production plant 1n the cost of service study used 1n 

Gulf's last rate case . 
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Q. 

A. 

4 1 6 

How were the allocation factors calculatec for use 1n 

the PPCC Recovery Clause? 

The allocation factors used in the Purcha~ed Power 

Capacity Cost Recovery Clause have been calc~lated us1~g 

the 1995 load dota filed w1th the Comm1ssion 1n 

accordance with FPSC Rule 25-6.0437. The calc:ulallvrlS 

of the allocac,on factors are shown 1n columns A throug~ 

I on Page 1 of Schedule CCE-2. 

Please descr1be the calculation of the cents/kwh factors 

by rate class used to recover purchased power capacity 

costs. 

As shown in columns A through D on page 2 of Schedule 

CCE-2, the 12/13th of the JUrlsdlctional capac1Ly cost 

to be recovered 1s allocated to rate class based on the 

demand allocator, with the rema1ning 1/13th allocated 

based on energy. The total revenue requ1rcment ass1gned 

to each rate class shown 1n column E 1s then d1v1ded by 

that class's projected kwh sales for the twelve-month 

period to calculate the PPCC recovery factor. Th1s 

facto r will be applied to each custorer ' s total kwh to 

calculate the amount Lo be billed eac~ m0~th. 
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4 1 1 

What is the amount related to purchased power c apucl l/ 

costs r ecovered through this factor tha t w1l l be 

included on a residential customer ' s bill for 1000 l:wh ? 

The purchased power capac1ty costs recovered through tnc 

clause for a residential customer who uses 1000 kw~ 

would be $.54. 

When does Gulf propose to collect these new fuel charges 

and purchased power capac1ty charges? 

The fuel factors w1ll apply to October 1997 through 

March 1998 billings beg1nning with Cycle 1 meter 

readings scheduled on October 1, 199~ and ending with 

meter readings scheduled on March 31, 1998. The 

~apacity facto:s will apply to October 1997 through 

September 1998 bllliugs beg1nn1ng with Cycle 1 meter 

readings scheduled on October 1, 1997 and ending w1th 

meter readings scheduled on September 29 , 1998. 

Ms . Cranmer, does this complete your testimony? 

Y~s, it does. 
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AFF IDAVIT 

STATE OF FLORIDA Docket No 970001-E I 

COUNTY OF ESCAMBIA 

Before me the undersigned authonty. personally appeared SL•san 0 Cranmer. 

who be1ng f1rst duly sworn, deposes. and says that she 1s the Ass1stant Secretary and 

Ass1stant Treasurer of Gulf Power Company. a Marne corporatron. that the foregorng 1s 

true and correct to the best of her knowledge tnformatron and belief She ts 

personally known \..) me 

san 0 Cranmer 
Ass1stant Secretary and Ass1stant Treasurer 

Sworn to and subscnbed before me thts .J(JtL day of JU }L(_ 

1997. 

ctferda {'- (jj,dJ-
Notary Public, State of Flonda at Large 
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8 A. 

GULF POWER COMPANY 
Before the Florida Public service Commission 

Direct Testimony of 
G. D. Fontaine 

Docket No . 970001-EI 
Date of Filing May 20, 1997 

Please atate your name, addreaa and occupation . 

My name is George D. Fontaine, my business ~ddress is 

4 1 9 

9 Poat Office Box 1151, Penaacola, Florida 32520, and my 

10 position is Performance Test Specialist for Gul! Power 

11 Co111pany . 

12 

13 Q. Please describe your educational and business 

14 background. 

IS A. I received my Bachelor of Mechanical Engineering 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 

20 Test Specialist. I am ~lso a registered Professional 

21 Engineer in the State of Florida. 

22 

23 Q . Mr. Fontaine, have you previously testified in this 

24 Docket? 

2.5 A. Yea, air. 



Q. 

2 

J A. 

420 

Mr. Fontaine, what ia the purpose ot your testimony in 

this proceeding? 

The purpose of my testimony is to present GPIF resultc 

4 for Gulf Power Company for the period ot October 1, 

5 1996, through March 31, 1997. 

6 

7 Q. 

8 

Mr. Fontaine, have you prepared an exhibi~ that 

contains information to which you will refer in your 

9 testimony? 

10 A. 

11 

12 

lJ 0. 

14 

15 A. 

16 

17 

18 

19 

20 Q. 

Yea, Sir, I have prepared an exhibit consisting of five 

schedules. 

Mr. Fontaine, was this exhibit prepared by you or unoer 

your direction and supervision? 

Yes , it was. 

Counsel: We ask that Mr. Fontaine ' s exhibit be 

marked for identification as exhibit ~I (GDF-1). 

Mr. Fontaine, before reviewing the GPIF Results for 

21 Gulf's units, is there any i nformation which has been 

22 supplied to the Commission pertaining to this GPIF 

23 period which requires amendment? 

24 A . Yes, some corrections need to be made to the actual 

25 unit performance data which was submitted monthly to 

Docket No. 970001-EI Wltness: G. D. f'ontaine 
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the Commiaaion during this period. These corrections 

2 are baaed on discoveries made during our final review 

3 to deter.ine the accuracy ot this information prior to 

4 this proceeding. The Actual Unit Performance Data 

5 table• on pages 14 to 19 o f Schedule 5 incorporate 

6 these chang••· The data c ontained on these tables is 

7 the data upon which the GPI F calculation was made. 

8 

9 Q. 

10 

11 A . 

12 

Mr. Fontaine, would you now review the Company ' s 

equivalent availability results tor the period? 

Actual equivalent availabilit'l and adjusted actua l 

equivalent availability figures for each of the 

13 Company's GPIF units are shown on page 13 of Schedule 

14 5. Pages 3 through 8 ot Bchedule 2 contain the 

15 Cdlculations for the adjusted actual equ1valent 

16 availabilities. 

17 A calculation of GPIF availability po ints based on 

18 these availabilities and the targets established by 

19 Commission Order PSC-96-1172-FOF-EI is on page 9 of 

20 Schedule 2. The results are: Crist 6, -10.00 points; 

21 Crist 7, +3.75 points; Smith 1, +7.78 points; Smith 2, 

22 +10.00 points; Daniel 1, +10. 00 points, and Daniel 2, 

23 +7.37 points. 

24 

25 

Docket No. 970001-EI Page 3 Witness: G. D. fontalne 
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Q. 

A. 

4 2 2 

Mr. Fontaine, what were the heat rate results for the 

period? 

The detailed calculation of the actual average n~t 

operating heat rates for the Company ' s GPIF un i ts is on 

pagea 2 through 7 ot Schedule 3 . These heat rate 

tiqures have not at this point been adjusted in 

accordance wjth GPIF procedure• for load and other 

tactora 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 

result• to the target bases. These equations, 

subaitted in June 1996 , are shown on page 15 o! 

Schedule 3 . 

A• calculated on page 16 of Schedule 3, the 

adjusted actual average net operating heat rates 

correspond to GPIF unit heat rate points of: +3.54 for 

Crist 6, +5 . 00 tor Crist 7, +5 . 71 for 5mith 1, +9 58 

tor Smith 2, -8 . 90 tor Daniel 1, and -10 . 00 !or Daniel 

2. 

Docket No. 970001-EI W1tn~as : G. D. Fontdln~ 
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Q. 

2 

Mr . Fontaine, what number of Company points were 

achieved during the period, and what reward or penalty 

3 is indicated by these points according to the GPIF 

4 procedure? 

.S A. Using the unit equivalent availability and heat rate 

6 points previously mentioned, along with the adjusted 

7 weighting factors, the Company points would be +0.13 as 

8 indicated on page 2 of Schedule 4. This calculates to 

9 a reward in the amount of $11,349 . 

w 

II Q. 

12 

13 A. 

14 

IS 

Mr. Fontaine, would you please summarize your 

testimony? 

Yes, Sir . In view of the adjusted actual equivalent 

availabilities, as shown on page 9 ot Schedule 2, and 

the adjusted actual average net operating heat rates 

16 achieved, as shown on page 16 or Schedule 3, evidencing 

17 the Company's performance for the period, Gulf 

18 calculates a reward in the amount ot $11 ,3 49 as 

19 provided tor by the GPIF plan . 

20 Q. 

21 A . 

22 

23 

24 

25 

Mr. Fontaine, does this conclude your testimony? 

Yes , Sir . 

Docket No. 970001 - EI W1tn~3a: G. D. Fo ntalne 
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AFFIDAVIT 

STATE OF FLORIDA Docket No. 970001-EI 

COUNTY OF ESCAMBIA 

Before me the undersigned authority, personally appeared 

George D. Fontaine, who being tlrst duly sworn, deposes, and 

says that he is the Performance Test Spec!alist of Gult Power 

Company, a Maine Corporation, and that the foregoing ia truo 

and correct to the best of his knowledge, information, and 

belief. He ia personally known to me . 

~ ] /i' 
- ....J( .c== 

D Fontaine 
ance Test Specialist 

Sworn to and 

-!Yt~~~'--' 1997 . 

I ,.,-t.t-
subscribed before me this _/~ __ day of 

~~{l2.~.t Large 
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3 

4 

5 

6 Q. 

GULF POWER COMPANY 
Be!ore the Florida Public Service Commission 

Direct Testimony of 
G. D. Fontaine 

Docket No. 970001-EI 
Date of Filing June 23, 1997 

Please state your name, address and occupation. 

4 2 5 

7 A. My name is George D. Fontaine, my business address is 

8 500 Bayfront Parkvay, Pensacola, Florida 32520, and my 

9 position is Performance Test Specialist for Gulf Power 

10 company. 

11 

12 Q. Please describe your educational and business 

13 background. 

14 A I received my Bachelor of Mechanical Engineering Degree 

15 from Auburn University in 1980. Following graduation, 

16 I joined Gulf Power Company as an Assoc1ate Engineer at 

17 the Scholz Electric Generating Plant, and as I 

18 previously stated, my current position is Performance 

19 Test Specialist . I am also a registered Professional 

20 Engineer in the State of Florida. 

21 

22 Q. 

23 A. 

Have you previously testified in this Docket? 

Yes. I have presented testimony regarding the 

24 Generating Performance Incentive Factor (GPIF) 

25 petiodically for the past several years. 



1 Q . 

2 

3 A. 

What is the purpose of your testimony in this 

proceeding? 

The purpose of my testimony today is to present GPIF 

4 2 6 

4 targets for Gult Powe~ company for the period of October 1, 

5 1997 through March 31, 1998. 

6 

7 Q. 

8 

9 A . 

10 

11 

12 Q. 

13 

14 A . 

15 

16 

17 

18 

19 Q. 

20 

21 A . 

Have you prepared an exhibit that contains i.1formation 

to which you will reter in your testimony? 

Yes, I have pr~pared an exhibit consisting of three 

schedules . 

Was this exhibit prepared by you or under your 

direction and supervision? 

Yes, it was. 

Counsel: We ask that Mr. Fontaine ' s exh~bit be 

marked for identification as exhibit 3~ (GDF-2). 

Which units does Gulf propose to include under the GPIF 

for the subject period? 

We propose that Crist Units G and 7, Smith Units 1 and 

22 2, and Daniel Units 1 and 2 continue to be the 

23 Company's GPIF units . 

24 

25 

Docket No. 970001-EI Page 2 W1tnes5· G. 0. Fonta1ne 
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1 

2 

Q. What are the target heat rates Gulf proposes to use in 

the GPIF tor these vnits for the performance period 

3 October 1, 1997 through March 31, 1998? 

4 A. 

5 

6 

7 

a 

9 

Q. 

A. 

I would like to refer you to Page 32 of Schedule 1 of 

my exhibit where these targets are listed. 

How were these proposed target heat rates determined ? 

In every case they were determined according to the 

GPIF implem£ntation manual procedures £or Gulf. 

10 Page 2 of Schedule 1 shows the target average net 

11 operating heat rate equations !or the proposed GPIF 

12 units, and pages 4 through 29 of Schedule 1 contain the 

13 weekly historical data used for the statistica l 

14 development of these equations. 

15 Pages 30 and 31 of Schedule 1 p resent th~ calculations 

16 which provide the unit target heat rates from the 

17 target equations. 

19 

19 Q. 

20 

Were the maximum and minimum attainable heat rates for 

each proposed GPIF unit, indicated on page 32 o f 

21 Schedule 1, calculated accordi ~g to the ~ppropr1ate 

22 GPIF implementation manual procedures? 

23 A. Yes . 

24 

25 

Docket No . 970001-El Page 3 Wll11e:1 :1: G rr. ~ 011ldlhe 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

What are the proposed target, maximum and minimum, 

equivalent availabilities for Gulf ' s un1ts? 

428 

The target equivalent availabilities and their ranges 

are listed on page 4 of Schedule 2. 

How are these target equivalent availabilities 

determined? 

The target equivalent availabilities were determined 

according to the standard GPIF implementation manual 

procedures for Gulf, and are presented on page 2 of 

Schedule 2. 

How were the maximum and minimum attainable equivalent 

availabilities determined for each unit? 

The maximum and min1mum attainable equivalent 

availabilities, which are presented along with their 

respective target availabilities on page 4 of Schedule 

2, were determined per GPIF manual procedures for Gulf. 

Mr . Fontaine , has Gult completed the GPIF minimum 

filing requirements data packuge? 

Yes, we have completed the required data. Schedule J 

of my exhibit contains this information. 

Docket No. 970001-EI Wltne~ ~ : G. ~. f o n t 4lne 
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11 

12 

13 

14 

15 
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17 
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21 
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23 

24 

25 

Q. 

A. 

Mr. Fontaine, would you please summar1ze your 

testimony? 

Yes. Gulf asks that the Commission accept· 

429 

1. Crist Units 6 and 7, Smith Units 1 and 2 and Daniel 

Units 1 and 2, tor inclusion under the GPIF tor the 

period of October 1, 1997 through March 31, 19S8. 

2 . The target, maximum attainable, and minimum 

attainable average net operating hea t ratoo , a o 

proposed by the Co mpany and as ~hown on page 32 ot 

Schedule 1 and also page 5 of Schedule 3 of my 

exhibit. 

3. The target, maximum attainable, and minimum 

attainable equivalent availabilities, as proposed 

by the Company and as shown on Page 4 of S c hedule 

2 and also page 5 of Schedule 3 of mv exh i bit. 

4 . The weekly average net operating heat rate least 

squares regression equations, shown on page 2 of 

Schedule l and also pages 18 through 23 of 

Schedule 3 of my exhibit, for use in adjusting the 

six-month actual unit hea t rates t o target 

conditions. 
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Q. 

.'\. 

Mr. Fontaine, does this conclude your testimony? 

Yes, sir. 

4 3 0 
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AFFIDAVIT 

STATE OF FLORIDA Docket No. 970001-EI 

COUNTY OF ESCAMBIA 

Before •• the undersigned authority, personally appeared 

George D. Fontaine, who being first duly sworn, deposes, and 

says that he is the Performance Test Specialist of Gulf Power 

Company, a Maine Corporatio n, and that the foregoing is true 

and correct to the best of his knowledge, information, and 

belief . He is personally known to me . 

Performance Test Specialist 
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TAMPA ELECTRIC COMPANY 
DOC~T NO. 970001-EI 
SUBMITTED POR PILING 05/20/97 
(TRUE UP) 

4 3 2 

BBPORB THE PLO~IDA P~LIC SERVIC~ COMMISSION 

PIIBPARBD DIRECT TESTIMONY 

or 

GEORGE A. KESBLOWSXY 

Will you please state your name, ~usiness address, and 

employer? 

My name iq George A. Keselowsky and my businesn address is 

Poet Office Box 111, Tampa, Florida 33601. I am employed 

by Tampa Electric Company. 

Please furnish us with a brief outline of your edu~ational 

background and business experience. 

I graduated in 1972 from the University of South Florida 

with a Bachelor of Science Degree in Mechanical 

Engineering. I have been employed by Tampa Electric 

Company in various engineering positions since that time. 

My current position is that of Senior Co~sulting Engineer 

-Production Engineering. 
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Q. 

A. 

7 Q. 

8 

9 A. 

10 

11 

12 

13 

14 

1, 

16 Q. 

17 

18 

19 A. 

20 

21 

22 

23 

24 

25 

What are your current responsibilities? 

I am repponsible for testing 

performance, and the compilation 

generation statistics. 

and 

and 

What is the purpose of your testimony? 

4 3 3 

reporting 

reporting 

unit 

of 

My testimony presents the actual performance results from 

unit equivalent availability and station he~t rate used to 

determine the Generating Performance Incentive Factor 

(GPIF) for the period October 1996 through March 1997. I 

will also compare these results to the targets established 

prior to the beginning of the period. 

Have you prepared an exhibit with the results for this six 

month period? 

Yes. Under my direction and supervision an exhibit has 

been prepared entitled, "Tampa Electric Company, October 

1996 - March 1997, Generating Performanct Incentive Factor 

Results• consisting of 28 pages that was filed ~ith this 

testimony (Have identified as Exhibit GAX-1). 

2 



1 Q. 

2 

3 

4 A. 

5 

6 

7 

8 

9 

10 

o. 

11 A . 

12 

13 

14 

15 

16 Q. 

17 

18 

19 

20 A . 

21 

21 

23 

24 

25 

Have you calculated the results of Tampa Electric Company 

for its performance under the GPIF during t his peri od? 

Yes I have. This is shown on page 4 o f my exhib \ t. Based 

upon + 0.512 GPIF points, the result 1s a reward amount of 

$96,660 for the perion. 

Please proceed with your reviPw of the actual results for 

the October 1996 - March 1997 period. 

On page 3 of my exhibit, the actual average co~mon equity 

for the period is Lhown on line 8 as $1,118,087,092. This 

produces the maximum penalty or reward f ig•.•re of $2,258, 1 J 2 

as shown on line 15, page 3, and also page 2 of my exhibit. 

Would you please explain how you arn ved at the actual 

equivalent availability results for the six units included 

within the GPIF? 

Yes I will. Operating ddta on each of our op~rating units 

is tiled monthly with the Florida Public Serv1ce Commission 

on the Actual Unit Performance data form. A~ditionally, 

outage information is reported to the Commission on a 

monthly basis. A summary of this data for the six months 

provides the basis for the GPIF. 

3 



1 Q. 

2 

3 

4 A . 

5 

6 

7 

8 

435 

Are the equivalent availability results ahown on page b, 

column 2, directly applicable to the G~IF tabl e? 

Not exactly. Adjustments to equivalent availability may be 

required as noted in section 4.3.3 o~ the GPIF Manual. The 

actual equivalent availability including the required 

adjustment is shown on page 6 of my e~1ibit. The necessary 

adjustments as prescribed in the GPIF Manual are further 

9 defined by a lette- dated October 23, 1981, from Mr. J.H. 

10 Hoff sis of the Commission's Staff. The adjustments for 

11 each unit are as follows: 

12 

13 Ganoon Unit No. 5 

14 On this unit, 336 planned outage hours were originally 

15 scheduled to fall within the Winter 1996 period. Due to a 

16 revision of the outage schedule 604.9 planned outage hours 

17 were accomplished within the Winter 1996 period. 

18 Consequently, t~e actual equivalent availability of 63.8\ 

19 is adjusted to 68 3\, as shown on page 7 of my exhibit. 

20 

21 Ganoon Unit No. 6 

22 On this unit, 3 36 planned outage hours ""ere originally 

23 scheduled to fall within the Winter 1996 period. Actual 

24 planned outage activities required 413.2 hours. 

25 Consequently, the actual equival~nt availability of 79.1\ 

4 
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6 
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8 

9 

10 
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is adjusted to 80.6%, as shown on page 9 of my exhibit. 

Big Bend Unit No. 1 

On this unit 600 planned outage hours were oriqinally 

scheduled to fall within the Winter 1996 petiod. Due t o a 

revision of the outage schedule 404.8 planned outage hours 

were required. Consequently, the actual equivalent 

availability of 75.0% is adjusted to 71.3\ as shvwn on page 

9 of my exhibit. 

11 Big Bend Unit No. 2 

12 On this unit 505 planned outage hours were orig1.nally 

13 scheduled to fall within the Winter 1996 period. Actual 

14 planned outage activities required 460.3 hours. 

15 Consequently, the actual equivalent availability of 79.5\ 

16 is adjusted to 79.6\ as shown on page 10 of my exhibit. 

17 

18 Big Bend Unit No. 3 

19 On this unit 744 planned outage hours were originally 

20 scheduled to fall within the h~nte~ 1996 period. Due to a 

21 revision of the outage schedule, the outage was moved to 

22 begin after the end of the period, and no planned outage 

23 hours fell within the period. Coneequently, the actual 

24 equivalent availability of 83.5\ is ~djusted to 69.2\ as 

25 shown on page 11 of my exhibit. 

5 
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13 

14 
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16 

17 

18 
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Q. 

22 A. 

2'3 

24 

25 
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Big Bend Unit No. 4 

This unit was not scheduled to have a planned outage during 

the Winter 1996 period. Due to a revis~on of the outage 

schedule, a planned outage was moved forw<lrd and was 

accomplished ~ithin the period. Consequently, the actual 

equivalent availability of 82.7\ was adjusted to 93.7\ as 

sho·.m on page 12 of my exhibit. 

How did you arrive at the applicable equivalent 

availability points for each unit? 

The final adjusted equivalent availabilities for each unit 

are shown on page 6, column 4, of my exhibit. This number 

is entered into the respective Generating Performance 

Incentive Point (GPIP) Table for each particular unit on 

pages 21 through 26. Page 4 of my exhibit summarizes the 

equivalent availability points to be awarded or penalized. 

Would you please expla~n the heat rate results relative to 

the GPIF? 

The actual heat rate and adjusted actual heat rate for 

Gannon and Big Bend Station are shown on page 6 of my 

exhibit. The adjustment was developed based on the 

guidelineJ of section 4.3.6 of the GPIF Manual. Thi~ 

6 
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procedure is further defined by a letter dated October 23, 

1981, from Mr. J.H. Hoffsis of the FPSC Staff. The final 

adjusted actual heat rates are also shown on page 5 of my 

exhibit. This heat rate number is entered into the 

respective GPIP table for the particular unit, shown on 

pages 21 through 26 Page 4 of my exhibit summarizes the 

weighted heat rate and equivalent availability points to be 

awarded. 

Were any additional adjustments to heat rate required? 

In order to assure compatability of data, Big Bend Unit 3 

heat rates have been calculated in the standard fashion, 

without scrubber power. This methodology has been reviewed 

and approved by the PSC staff, to be employed until there 

is sufficient operational history with the scrubber to meet 

target preparation guidelines. 

Does this assure that the Big Bend 3 heat rate for the 

period is appropriate for comparison to its target and 

meets GPIF criteria? 

Yes. 
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What is the overall GPIP for Tampa Electric Company during 

this six month period? 

This is shown on page 28 of my exhibit. Essentially, the 

weighting factors shown on page 4, colUllUl 3, plus the 

equivalent availability points and the heat rate points 

shown on page 4, column 4 , are substituted within the 

equation. This resultant value, +0.512, is then entered 

into the GPIF table on page 2. Using linear interpolation, 

a reward amount of $96,660 is calculated. 

Does this conclude your testim~ny? 

Yes, it does. 

8 



1 

2 

3 

4 

5 

6 Q. 

7 

8 

9 A. 

~0 

11 

13 Q. 

14 

15 

16 A. 

17 

18 

19 

20 

21 

22 

23 Q. 

24 

25 A. 

TAMPA ELECTRIC COMPANY 
DOCXBT HO. 970001-BI 
SUBMITTED POR PILING 6/23/97 
(PROJECTION) 

4 4 0 

BBPORB THE FLORIDA PUBLIC SERVICE COMMISSION 

PREPARED DIRECT TESTIMONY 

OP 

GEO~GB A. XESBLOWSXY 

Will you please state your name, busin~sa address, and 

employe:-? 

My name is George A. Kesel owsky and my busine~s address is 

Post Office Box 111, Tampa, Florida 33601. I am employed 

by Tampa Electric Company. 

Please furnish us with a brief outline of your educational 

background and business experience. 

I graduated in 1972 from the Unive ~sity of South Fl orida 

with a Bachelor of Science Degree in Me chan1 cal 

Engineering. I have been employed by Tampa Elect ric 

Company in various engineering positions since that t ime. 

My current position is that of Senior Consulting Engineer 

- Energy Supply Engineering. 

What are your current responsibi l ities? 

I am responsible for testing and reporting unit 

1 
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performance, and the compilation and reporting of 

generation statistics. 

What is the purpose of your testimony? 

My test~ony presents Tampa Electric Company's methodology 

for determining the various factors required to compute the 

Generating Performanc~ Incentive Factor (GPIFl as ordered 

by this Commission. 

Have you prepared an exhibit showing the various elements 

of the derivation of Tampa Elect ric Company's GPIF form~la? 

Yes. I have prepared, under my direction and supervision. 

an exhibit entitled "Tampa Electric Company. Generating 

Performance Incentive Factor" October 1997 - March 1998, 

consisting of 34 pages filed with the Commissjon on 

June 23, 1997. (Have identified as Exhibit GAK-2l. '!'he 

data prepared within this exhibit is consistent with the 

GPIF Implementat ion Manual previously approved by this 

Commission. 
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Which generating units on Tampa Elec t r ic Company's system 

are included in the determination of your GPIF? 

Six of our coal- fired units are included. Thes"" are: 

Gannon Station Units 5 and 6; and Big Bend Station Units 1 , 

2, 3, and 4. 

Will you describe how Tampa Elect~ic Company evolved the 

various factors associated with the GPIF as ordered by this 

Commission? 

Yes. First, the two factors to be used, as set f orth by 

the Commissior. Staff, are unit availability and station 

heat rate. 

Please continue. 

A target was established for equivalent availability for 

each unit considered for this period. Heat rate targets 

were also established for each unit. A range of potential 

improvement a nd degradation was determined for each of 

these parameters. 
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Would you describe how the target values for unit 

availability wer~ determined? 

Yes I will. The Planned Outage Factor ( POF) and the 

Equivalent Unplanned Outage Factor (EUOF) were subtracted 

from lOOt to determine the target equivalent availability. 

The factors for each of the 6 uni~s included within the 

GPIF are shown on page 5 of my exhibit. For example, the 

projected EUOP for Big Bend Unit One is 13.0\. The Plaru1ed 

Outage Factor for this same un1t during thifl period is 

7.7\. Therefore, the target equivalent ava1lability for 

this unit equals: 

100\- [(13.0\' + 7.7\))- 79.3\' 

This is shown on page 4, column 3 of my exhibit. 

How was the potential for unit availability 1mprovement 

determined? 

Maximum equivalent ava1lability is arrived at using the 

following formJla. 
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Equivalent Availability MaXimum 

EAF MAX • lOOt - (0.8 (EUOF,l + 0.95 (POF1}] 

The factors included in the above equations are the same 

factors that determine target equivalent availability. To 

attain the maximum incentive points, a 20\ reduction in 

Forced Outage and Maintenance Outage Factors (EUOF ) , plus 

a st reduction in the Planned Outage Factor (POF) will be 

necessary. Continuing with our example on Big 9end Unit 

One: 

EAF MAX • 1 0 0 \' - [ 0 . 8 ( 13 . 0 t ) ... 0 . 9 5 ( 7 . 7 t ) ] • 8 2 . 3 t 

This is shown on page 4, column 4 of my exhibit . 

How was the potential for unit availabil~ty degradation 

determined? 

The potential for unit availability degradation is 

significantly greater than is the potential for unit 

availability improvement. This concept was discussed 

extensively and approved in earlier hearings before this 

Commission. Tampa Electric Company • s app ·oach to 

incorporating this skewed effect into the unit availability 

tables is to use a potential degradation range equal to 
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twice the potential improvement. Consequently, minimum 

equivalent availability is arrived at via the following 

formula: 

Equivalent Availability Minimum 

EAFMIN. 100\-- (1.4 (EUOFT ) + 1.10 (POFy ) ) 

Again, continuing with our example of Big Bend Unit One, 

EAF Kill- 100\- [1.4 (13.0\) + 1.1 (7.7\)) - 73.3\ 

Equivalent availability MAX and MIN for th" other f i ve 

units is computed in a similar manner. 

How do you arrive at the Planned Outage, Maintenance Outage 

and Forced Outage Factors? 

Our planned outages for this pe riod are shown on page 19 of 

my exhibit. A Critical Path Method (C . P.M.) for each major 

planned outage which affects GPIF is included in my 

exhibit. For example, Big Bend Un i t 3 is scheduled for an 

annual maintenance outage November 1 to November 21, 1997. 

There are 504 planned outage hours scheduled f e r the winter 

1997 period, and a tota l of 4369 hours during this 6 month 

period. Consequently, the Planned Outage Factor for Unit 3 

6 
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at Big Bend is 504/4369 x 100\ or 11.5\. This factor is 

shown on pages 5 and 17 of my exhibit. Big Bend Unit 1 has 

a planned outage factor of 7.7\ as does Big Bend Unit 2. 

Big Bend Units 3 and 4 have planned outage factors of 

11.5\, as does Gannon Unit 5. Gannon Unit 6 has a planned 

outage factor of 1.1\. 

how did you arrive at the Forc~d Outage and Maintenance 

Outage Factors on each unit? 

Graphs of both of these factors (adjusted for planned 

outages) vs. time are prepared. Both monthly data and 12 

month moving average data are recorded. For each unit the 

most current, March 1997, 12 month ending value was used as 

a basis for the projection. This value was adjusted up or 

down by analyzing trends and causes for recent forced and 

maintenance outages. All projected factors are based upon 

historical unit perfonnance, engineering judgment, time 

sin ce last planned outage, and equipment performance 

resulting in a forced or maintenance outage. These target 

factors are additive and result in a EUOF of 13.0\ for Big 

Bend Unit One. The Equivalent Unplanned Outage Factor 

{EUOF) for Big Bend Unit One is verified by the data shown 

on page 15, lines 3, 5, 10 and 11 of my exhibit and 

calculated using the formula: 
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Relative to Big Bend Unit One, the EU0F of 13.0\ forms the 

basis of our Equivalent Availability target development as 

shown on sheets 4 and 5 of my exhibit. 

Please continue with your review of the remaining units. 

Big Bend Unit One 

The projected EUOF for this unit is 13.0% during this 

period. This unit will have a planned outage this p e riod 

and the Planned Outage Factor is 7.7\. This results in a 

target equivalent availability of 79.3\ for the period . 

Big Bend Unit 1Jr.•o 

The projected EUOF for this unit is 12.6\. This unit will 

have a planned outage during this period and the Planned 

Outage Factor is 7.7\. ThPrefore, ~ he ~arget equivalent 

availabi lity for this unit is 79.7\. 

8 
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Big Bend Unit Three 

The projected EUOF for this unit is 14.4\. This unit will 

have a planned outage this period and the Planned Outage 

Factor is 11. 5\ . Therefore, the target .:qui valent 

availability for this unit is 74.1\. 

Big Bend Unit Four 

The projected EUOF fot this unjt is 7.4\. This unit will 

have a planned outage during this period and the Planned 

Outage Factor is 11.5\. This results in a target 

equivalent availability of 81.1\ for t he period. 

Gannon Unit Five 

The projected EUOF for this unit js 11.1\. This unit will 

15 have a planned outage during this period and ~he Planned 

16 Outage Factor is 11.5\. Therefore, the target equivalenL 

~7 availability for this unit is 77.3\. 

~8 

19 Gannon Unit Six 

20 The projected EUOF for this unit is 10.5\. This unit will 

21 have a planned outage during this period and the Planned 

22 Outage Factor is 1.1\. Therefor~. the target equiv~lent 

23 availability for this unit is 88.4\ . 

24 

25 

g 
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W::>uld you summarize your testimony regarding Equivalent 

Availability Factor (EAF ), Equivalent Unplanned Outage 

Faccor (EUOF) and Equivalent Unplanned Outage Rate !EUOR)? 

Yes I will. Please note on page 5 that the; GPH' system 

weighted Equivalent Availability Factor (EAF) equals 78.2\. 

This target compares very favorably co previous GPIF 

periods when compared on a common planned cutage factor 

basis. These targets represent an outstanding lev~l of 

performance for our system. 

As you graph and monitor Forc~d and Maintenance Outage 

Factors, why are they adjusted for planned outage hours? 

This adjustment makes these factors more accurate and 

comparable. Obviously, a unit in a planned outage stage or 

reserve shutdown stage will not incur a forced or 

maintenance outage. Since our units are usually base 

loaded, reserve shutdown is generally not a factor. To 

demonstrate the effects of a planned outage, note the EUOR 

and EUOF for Gannon Unit Six on pag~ 14. During the months 

of October through February, EUOF ann EUOR ar€ equal . This 

is due to the fact that no planned outages are scheduled 

during these mo~ths. During the month of March, EUOR 

exceeds EUOF. The reason for this difference is the 

10 
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scheduling of a planned outage. The adjus t ed factors apply 

to Lhe period hours after planned out a ge hours have been 

extracted. 

Does this mean that both rate and fact o r d~ta are used in 

calculated data? 

Yes it does. Rates provide a proper and accurate method of 

arriving at the unit par~~tera. These are then converted 

to factors since they are directly additive. That is, the 

Forced OUtage Factor + Maintenance Outage Factor + Planned 

Outage Factor + Equ ivalent Availability - 100\. Sir.ce 

factors are additive, they are easier to work with and to 

understand. 

Has Tampa Electric Company prepared the necPssary heat rate 

data required for the determination of the Gener~ting 

Performance Incentive Factor? 

Yes. Target heat rates as well as ranges of potential 

operation have been developed as r equired. 

How were these ~argets determined? 

Net heat rate data for the three moat recent winter 

11 
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along with the PROMOD III program, formed the 

our target development. Projections of unit 

performance were made with the aid of PROMOD III. The 

historical data and the target values are analyzed to 

assure applicability to current conditions of operat i on. 

This provides assurance that any periods of abnormal 

operations, or equipment modifications having rna terial 

effect ou heat rate can be taken into consideration. 

The accomplishment of scrubbing the flue gas from Big Bend 

Unit 3 requires an additional amount of station ser.rice 

power. How do you plan to address the asso ciated eff~ct to 

net heat rate for GPIF purposes? 

The change in heat rate for this unit resulting from increased 

utilization of the Unit 4 scrubber can be quantified, but the 

operational history is short of GPIF guidelines. The target for 

Big Bend 3 has, therefore, been developed in the standard 

fashion using data without scrubber power. In order to assure 

compatability with this target, scrubber power will be removed 

prior to calculating Unit 3 hea.t rate for the subsequent True- Up 

pt'O'"'ess. nus rret.hod has been reviewed and approved by the PSC 

Staff to be employed until there is sufficient history to meet 

target preparation guidelines. Successful i.rrplarentation of this 

innovation to nax:Uni.ze the potential of existing plant 

l~ 



1 

2 

3 

4 Q. 

5 

6 

7 A . 

8 

9 Q . 

10 

11 

12 A . 

13 

14 

15 

16 

17 

18 Q. 

19 

20 

21 A . 

22 

23 

24 

25 

4 52 

PqUipment, represents a major cost savings and a significant 

benefit for cur customers. 

Have you developed the heat rate targets in accordance with 

GPIF guidelines? 

Yes. 

How were the ranges of heat rate improvement and heat rate 

degradation determined? 

The ranges were determined through analysis of historical 

net heat rate and net output factor data. This is the san.e 

data from which the net heat rate vs. net output factor 

curves have been developed for each unit. This information 

is shown on pages 26 through 31 of my exhibit. 

Would you elaborate on the analysis used in th~ 

determination of the ranges? 

The net heat rate ve. net output factor curves are the results 

of a first order curve fit to historiral data. The standard 

error of the estimate of this data was determined, and a factor 

was applied to produce a band of potential J.nt:>roverrent and 

degradatiou . Both the curve fit and the sta.."'ldard error of the 

13 
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esti.trate were perfomed by carp.1ter program for each unit . These 

curves are also used in poet pericxi adjustrrents to actual heat 

rates to account for unanticipated change£. in unit dispatch. 

can you summarize your heat rate projection for the winter 

1997 period? 

Yea. The heat rate target for Big Bend Unit 1 is 10,084 

Btu/Net kwh. The range about this value, to allow for 

potential improvement or degradation, is :t237 Btu/Net kwh. 

The heat rate target for Big Bend Unit 2 is 9,961 Btu/Net 

kwh with a range of :t345 Btu/Net kwh. The heat rate target 

for Big Bend Unit 3 is 9,680 Btu/Net kwh, with a range of 

±362 Btu/Net kwh. The heat rate target for Big Bend Unit 

4 is 10,025 Btu/Net kwh with a range of ~315 Btu/Net kwh. 

The heat rate target for Gannon Unit 5 is 10,378 Btu/Net 

kwh with a range of :t392 Btu/Net kwh. The heat rate target 

for Gannon Unit 6 is 10,692 Btu/Net kwh with a rang2 o! 

±393 Btu/Net kwh. A zone of tolerance of :t 75 Btu/Net kwh 

is included within the range for each target. This is 

shown on page 4, and pag~s 7 through 12 of my exhibit. 

14 
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Do you feel that the heat rate targets and ranges in your 

projection meet the criteria of the GPIF and the philosophy 

of this Commission? 

Yes I do. 

After determining the target values and ranges for average 

net operating heat rate and equivalent availability. what 

is the next step in the GPIF? 

The next step is to calculate the savings and weighting 

factor to be used for both average net operat~ng heat rate 

and equivalent dvailability. Thia is shown on pages 7 

through 12. Our PROMOD III cost simulation model was used 

to calculate the total system fuel cost if all units 

operated at target heat rate and target availability for 

the period. This total system fuel cost ot $114,813,500 i~ 

shown on page 6 column 2. 

The PROMOD III output was then used to calculate total 

system fuel cost with each unit individually operating at 

maximum improvement in equivalent availability and each 

station operating at maximum improvement in average net 

operating heat rate. The respective savings are shown on 

page 6 column 4. After all the individual savings are 

15 
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1 calculated, column 4 is totaled: $4,133,500 reflects the 

2 savings if all units operated at maximum improvement. A 

3 weighting factor for each parameter is then calculated by 

4 dividing individual savings by the total. For Big Bend 

5 Unit Two, the weighting factor for equivaler.t availability 

6 is 5. 22t as shown in the right hand column on page 6. 

7 Pages 7 thru 12 show the point table, the Fuel 

8 Savings/ (Loss), and the equivalent availability or heat 

9 rate value. The individual weighting factor is also shown. 

10 For example, on Big Bend Unit Two, page 10, if the unit 

11 operates at 82.6\ equivalent availability, fuel c:~avings 

12 would equal $215,700 and 10 equivalent availability po1nts 

13 would be awarded . 

14 

15 The Generating Performance Incentive Factor Reward/Penalty 

16 Table on page 2 is a summary of the tables on pages 7 

17 through 12. The left hand column of this document shows 

18 the Tampa Electric 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, 133, 500. The right hand 

21 column of page 2 is the estimated reward or penalty based 

22 upon performance. 
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How were the maximum allowed incentive dollars determined? 

Referring to my exhibit on page 3, line 8, the esti~ted 

average common equity for the pe=iod October 1997 - March 

1998 is shown to be $1, 157,214,571. This produces the 

maximum allowed jurisdictional incentive dollars of 

$2,3~1,688 shown on line 15. 

Is there any other constraint set forth by this Commission 

regarding the magnitude of incentive dollars? 

Yes. Incentive dollars are not to exceed fifty percent of 

fue1 savings. Page 2 of my exhibit demonstrates that the 

maxLmum allowed incentive dollars have been reduced to meet 

this constraint. 

Do you wish to s tunmarize your testimony on the GPIF? 

Yes. To the best of my knowledge and understanding, Tampa 

Electric Company has f~lly complied wit h the Commission's 

directions, philosophy, and methodology in our 

determination of Generating Perfo~3nce Incentive Factor. 

The GPIF for Tampa Electric Company is expreEsed by the 

following formula for calculating Generating Performance 

Incentive Points {GPIP) : 

17 
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GPIP • 0.0146 EAPGN5 + 0.0101 EAPGIIO 

+ 0 . 0416 EAP111 + 0.0522 EAP aa2 

+ 0.0799 EAPaa3 + 0.0398 EAP114 

+ 0.0740 HRPGNS + 0.118 5 HRP~;116 

+ 0.1067 !IRP111 + 0.1614 HRP IBZ 

+ 0.152? HRPBB3 + 0.1491 HRPaa4) 

Where: 

GPIP • Generating performance incentive pointe. 

EAP • Equivalent availability pointe awarded/deduct~d for 

Units 5 and 6 at Gannon and Unite 1, 2, 3 and 4 at 

Big Bend. 

HRP - Average net heat rate pointe awarrted/deducted for 

Unite 5 and 6 at Gannon and Unite 1, 2, 3 and 4 a t 

Big Bend. 

Have you prepared a document summarizing the GPIF targets 

for the October 1997 - March 1998 period? 

Yea. The availability and heat rate targets for each unit 

are listed on attac hment "A" to this ~ ~at imony entitled 

"Tampa Electric Company GPIF Targets, October 1, 199 7 

-March 31, 1998". 
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Do you wish to sponsor an exhibit ~onsisting o! estimated 

unit performance data supporting the fuel adjustment? 

Yes I do. (Have identified as Exhibit GAK-3). 

Briefly describe this exhibit . 

This exhibit consists of 23 pages. This data is Tampa Electric 

Gampany's estimate of the Unit Performance Data and Unit Outage 

Data for the October 1997 - March 1998 perioo . 

Does this conclude your testimony? 

Yes. 

19 
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

PREPARED DIRECT TESTIMONY 

OF 

CHARLES R. BLAC~ 

Please stat~ your name, address, occupation and employer. 

My name is Charles R. Black . My mailing address is P.O . 

Box 111, Tampa, F!orida 33601, and my business address is 

702 North Franklin Street, Tampa, Florida 33602. I am Vice 

President-Energy Supply ot Tampa Electric Company 

Mr. Black, please furnish a brief outline of your 

educational background and business experience. 

I graduated from the University of South Florida in AJgust, 

1973 with a Bachelor of Science degree in Engineering, 

majoring in Chemical Engineering. I am a registered 

Professional Engineer licensed in the State of Florida. I 

began my career with Tamp~ Electric Company in 8eptember 

1973 as a staff engineer in the Production Department. 

Between 1973 and 198J, I held various engineer1ng and 

management positions in the Production Department, Power 

Plant Engineering Department, and the Budget Department. 

In March of 1989, I joined our affiliated company, TECO 
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Power Services as Director of Engineering and Construction . 

In December of 1990, I was elected Vice President of 

Engineering and Construction. In December of 1991, I 

returned to Tampa Electric as Vice PresidPnt of Project 

Management. In November of 1996, I was elected to my 

current position as V1ce President-Energy Supply . 

Will you describe some of the responsibilities of your 

present posit i or,? 

As Vice President - Energy Supply, I am responsible for the 

engineering, operation, maintenance, and construction of 

the power production facilities including safety of 

personnel and equipment, security, training, control of 

costs, and various personnel and administrative functions . 

I am also responsible !or environmental matters and fuel 

procurement. 

Please state the purpose of your testimony. 

The purpose of m) testimony is to report to the Commission 

the actual 1996 costs of Tampa Electric's affiliated coal 

and coal transportation transactions compared to the 

benchmark prices calculated in accordance with Order No. 

20298 (coal transportation) and Order No. PSC- 9J-044J-FOF-

2 
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14 

15 

16 

17 

18 

19 

20 

21 
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23 

24 

25 

Q. 

A. 

Q. 

Q. 

A. 

EI ("Order t'o. 93-0443") (coal). 

prices paid by Tampa Electric 

4 6 1 

I conclude that the 1996 

to its affiliates TECO 

Transport and Trade and Gatliff Coal are reasonable and 

prudent. 

Have you prepared an exhibit which you sponsor in l:his 

proceeding? 

Yes. Exhibit No. (CRB-1) titled "l:xhibit ot Charles R. 

Black", consistiny of 2 documents, was prepared und~r my 

direction and supervision. 

AFFILIATED COAL AND COAL TRANSPORTATION PRICES 

Were Tampa Electric's actual affiliated coal transportation 

prices for 1996 at or below the transportation benchmark? 

Yes, they were. This is reflected 1n Document No. 1 of my 

exhibit. 

Were Tampa Electric's actuol 1996 affiliated coal prices at 

or below the benchmark as established in Order No. 93-0443? 

Yes, they were. This is reflected in Document No. 2 of my 

exhibit. 
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A. 

Q. 

A. 
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Please summarize your testimony. 

My testimony justifies the prices paid for coal and coal 

transportation by Tampa Electric Company in 1~96 to its 

affiliated suppliers, Gatliff Coal and 1ECO Transport and 

Trade. I demonstrate that the average prices for the year 

1996 for all coal and coal waterborne transportation 

services were at or below the appropriate benchmark 

calculations as directed by Order No. 20298 and Order No. 

93-0443 of this Commission. Therefore, Tal"'pa Ele.:tric 

should recover its payments for coal and coal 

transportation made during 1996. 

Does this conclude your testimony? 

Yes, it does. 

4 
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1 KS. PAOGBt One final matter. The briefing 

2 date has been set for September 19th, 1997, tor briefs 

3 on Issues 9 through 12. 

4 KR. WILLISt Chairman Johnson, we had 

5 requested at the prehearing conference, and I renew 

6 that request today, that an opportunity be also 

7 provided to file a reply brief, which could be done a 

8 week after the filing of the initial brief . 

9 And I think that that's important because it 

10 will help both the Commission and the staff to frame 

11 the issue so that we make sure that we meet each other 

12 with our various arguments, and that something is not 

13 placed in the brief that cannot be responded to. 

14 So I think that that would be a better 

15 procedure for us to follow in this proceeding . And it 

16 will help you clarify and sharpen the issues that you 

17 will be deciding, and it will be helpful to all or us. 

18 CBAIRKAH JOKBSONs Okay . I don't remember 

19 that at the prehearing, but Staff, any comments? 

20 xs. PAOGBt We don't object to reply briefs 

21 being filed. 

22 CBAI~ JORNSONt I think it wou~d be 

23 helpful so we can -- what about the schedule? You're 

24 suggesting a week after --

25 xa. WILLIS: It could be done the next 

FLORIDA PUBLIC SERVICB COXKIBSIO. 



464 

1 Friday, the 26th . 

2 o. STONE& May I ask tor leave to make that 

3 ten days filing because of the mailing so that -- if 

4 they are t'iled on Friday, we won't get ours until 

5 Monday. And that ' s our concern about that. So if we 

6 could make it ten days that would be the Mond~y ten 

7 days after the 19th. I guess the 29th . 

8 xa. WILLIS& We could handle i~ that way or 

9 we could also agree to file the briefs by Federal 

10 Express overnight . 

11 CHAI~ JOHNSON& ~taff , what is your 

12 preference? 

13 xs. PAUGH& Staff has no preference. It ' s 

14 up to the parties. 

15 CHAIRKAB JOBBSONI Does anyone object to the 

16 ten days? 

17 

18 just --

19 

20 days. 

21 

22 

23 

24 

KR. WILLIS: We do not object to it. I 

C0~88IONBR JOKHSONI We ' ll go with the ten 

KR. WILLIS& Okay . 

CBAIRXAK JOHNSON& Any other matters? 

KS. PAUGBI None from Staff. 

CBAI~ JOBB&o•• Very well . This hearing 

25 is adjourned. Thank you very much. 

WLORIDA PUBLIC SBRVICB COMXISSIOM 



1 (Thereupon, the hearing was recessed at 

2 3:50p.m., and reconvened at 4:05p.m. Present were 

3 Chairman Johnson, Commissioner Clark, Commissioner 

4 Garcia, Leslie Paugh and Roberta Bass, and the 

5 following proceedings were had:) 

465 

6 CHAIRJl.Ui JOHNSON I We're going to go back 011 

7 the record. 

8 There were several issues tha t were 

9 stipulated in the 01 docket. 

10 KS. PAUGBa That is correct, Madam Chairman. 

11 CHAIRKAB JOBNSONI Issue 1 through 8 and 14 

12 through 23. 

1 3 COXMISSIONBR C~J I move we accept the 

14 stipulation . 

15 

16 

17 

CHAIRXAB Joa.soNa Is there a second? 

COXKISSIONBR GARCIA: I second. 

CBAXRXAB JOKNSONI Show them then approved 

18 without objection. Are the re any other matters to 

19 come before us? 

20 

21 

KS. PAUGBI No, Madam Chairman. 

CBAIRKAR JOHNSON: Okay. Then this hearing 

22 is adjourned. Thank you . 

23 (Thereupon, the hearing concluded at 

24 4:07 p.m.) 

25 - - - - -
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1 STATE OF FLORIDA) 
CERTIFICATE OF RFPORTERS 

2 COUNTY OF LEON 

3 We , JOY KELLY, CSR, RPR, Chief, Bureau of 
Reporting, and RUTHE POTAMI, CSR, RPR, Official 

4 Reporters, 

5 DO HEREBY CERTIFY that the Hearing in Ooc~et 
No. 970001-EI was heard oy the Florida Public Service 

6 Commission at the time and place herein stated; it is 
further 

7 
CERTIFIED that we stenographically reported 

8 the said proceedings; that the same has been 
transcribed under our direct supervision; and that 

9 this transcript, consisting of 465 pages , Volumes 1 
through 3, constitutes a true transcription of our 

10 notes of said proceedings and the insertion of the 
prescribed pr~filed testimony of the witness . 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

DATED this 20t f August, 1997. 

H. RUTH POTAMI, CSR, RPR 
Official Commission Reporter 
(904) 413-6732 
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