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1 PROCBBDIIJGS 

2 (Transcript follows in sequence f r om Volume 

J 1.) 

4 COMMISSIONER DBASON: Okay. Now we can move 

5 to the testimony ot those witnesses whose testimony has 

6 not been inserted into the record. And I ' m going to as k 

7 all wit nesses in all dockets which are prcsen·t in the 

8 room at this time who will be testifying today to please 

9 stand and raise your right hand . 

10 (Witnesses collectively sworn.) 

11 COMMISSIONER DEASOU: Thank you, please be 

12 seated. I believe that the first scheduled witnes s i s 

13 witness Birkett. 

MR. CHILDS : That ' s correct . 

15 - - -

16 B. T. BIRKETT. 

17 was call ed as a witness on behalf of Florida Power and 

18 Light Company and, having been duly sworn, testified as 

1 9 follows : 

2 0 DIRECT EXAMINATION 

2 1 BY MR. CHILDS : 

22 

2 3 

Q 

A 

Would you state your name and address, please? 

My name is Barry T. Birkett . My address is 

2 4 9250 West Flagler Street, Miami, Florida. 

25 Q By whom are you employe~ an~ in what capacity? 

FU>RIDh PUBLIC SERVICE COMMISSION 



1 

2 

5 

10 Q And are the C1ocumeru •• -·-- , - -

11 prepared by you or under your direction, supervision or 

12 control? 

13 

14 

A 

Q 

Yea, they wore. 

Do you have any changes or corrections to make 

15 either to the testimony or the documents you are 

16 sponsoring? 

17 

18 

A 

Q 

No, I do not. 

Do you adopt this all' your testimony in this 

19 proceeding? 

20 

21 

A Yoa, I do . 

MR. CHILDS: comaissioner, we ask that the 

22 prepared tostinony ot Mr. Birkett be inserted into the 

23 record as though read. 

24 
COMMISSIONER DEASON: Without objection it 

25 will be so inserted. 
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MR. CHILDS: And I believe that -- I don't 

recall the numbers, but the documents he is sponsoring 

have be already been numbered according to your 

nu~ering sequence. 

COMMISSIONER DBASON: That's correct. Thoy 

6 have boen identitied. 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

FLORIDA PUBLIC SERVICE COMMISSION 



1 Q . 

2 A. 

BEFORE THE FLORIDA PUBUC SERVICE COMMISSION 

FLORIDA POWER & UOHT COMPANY 

TESTIMONY OF B.T. BIRKETT 

DOCKET NO. N0001-EI 

Nowmber 1.t, 118.t 

Please state your name, buaineu addreu. employer •nd position. 

My name is Barry T. Bic1tett, and my business address is 9250 

3 West Flagler Street, Miami, Aorida, 33174. I am employed by 

4 Florida Power & Ught Company (FPL) as Manager of Rates and 

5 Tariff Administration. 

6 

7 Q. 

8 A. 

9 

10 Q . 

11 A . 

12 

H•ve you previously teltified In this docbt? 

Yes, I have. 

Wh•t is the purpose of your testimony In this proceeding? 

The purpose of my testimony Ia to present the schedules necessary 

to support the actual Fuel Coat Recovery Clause (FCR), Capacity 

13 Cost Recovery Clause (CCR), and 011 Backout Cost Recovery 

14 Clause (08) Net True-Up amounts for the per1od April 1994 through 

15 September 1994. The Net True-Up for FCR ia an underrecovery, 

1 



E 

1 induding interest. of $6,684,993. The Net True-Up for CCR Is an 

2 overrecovery,lncludlng interelt, of$2,159,8:;6. The NetT rue-Up for 

3 08 Is an overrecovery, Including Interest. of $11 ,602 1 am 

4 requesting Commi3slon approval to Include these true-up amounts 

5 in the calculation of the FCR, CCR, and 08 factors respectlvely, for 

6 the period April 1995 through September 1995. 

7 

8 

9 

10 

11 

Q. 

A. 

Have you preparad or caused to be prapared under your direction, 

supervision or contml an exhibit In this proceeding? 

Yes, I have. It consists of four appendices. Appendix I contains 'he 

FCR related sdledules. Appendix II contains the CCR related 

12 schedules, and Appendix Ill contains the 08 related schedules. 

13 Also attal:hed to this filing is Appendix N, which contains 

14 Commission Schedules A-1 through A-13 for April 1994 through 

15 September 1994 period. 

16 

17 

18 

19 

20 

Q. 

A. 

What Is the source of 1he data which you will praMnt by way nf 

testimony or exhibits In thia 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 

2 1 course of our business in accoi'Unce with generally accepted 

22 accounting principles and practices, and provisions of the Uniform 

23 System of Accounts as prescribed by this Commission. 

24 

2 
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1 FUEL COST RECOVERY CLAUSE (FCR) 

2 

3 a. Please eJCPialn the calculation of the Net True-up Amount 

4 A Appendix I, page 3, entitled "Summary of Net True-Up Amounr·. 

5 shows the calculation of the Net True-Up for the period. an 

6 underrecovery of $6,684,993, which I am requesting be induded in 

7 the calculation of the Fuel Cost Recovery Factor for the period Apnl 

8 1995 through September 1995. The calculation of the true-up 

9 amount for the period follows the procedures established by this 

10 Commission as aetforth on Commlulon SChedule A-2 "r,alculatio:l 

11 of True-Up and lntereat Provillon". 

12 

13 The octual End-of-Period overrecovery of $27,833,669 !hown on 

14 line 1 less the estimated/actual End-of-Period overrecavery o~ 

15 $34,518,662 shown on line 2 that waalnduded In the calculation of 

16 the Fuel Coat Recavery Factor for the· period October 1994 through 

17 March 1995, results In the Net True-Up for the period shown on line 

18 3, an underrecovery of $6,684,993. 

19 

20 a. Have you provided a IChadule showing the variances between 

21 actuala and e.tlmat.dlactuala? 

22 A. Yos. Appendix I, page 4, entitled "Calculation of Final True·up 

23 Variances", ahowa the actual fuel coat. and revenues cam pared to 

24 the eatlmated/actuala forltl:~ pertocl Aprtl tt'lrough September ~~4. 

3 
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1 a. What was the variance In fuel coata? 

2 A. As shown on Appendix I, page 4, line A7, actual fuel costs on a 

3 Total Company baaia were $6.6 million higher than the 

4 estimated/actual projection. This variance Is detailed by major cost 

5 components on Appendix I, page 5, entiUed ·Final True-up Vananr.e 

6 Analysis". The $6.6 million total system variance was primarily 

7 caused by a $20.0 million Increase In the Fuel Cost of System Net 

8 Generation, a $5.6 million increase in Energy Cost of Economy 

9 Purchases, offsot by a $14.6 million decrease in the Fuel Cost of 

10 Purchased Power, and a $4.5 million decrease In Energy Payments 

11 to Qualifying Facllitles. 

12 

13 a. What was the variance In ,.tao (jurtadlctlonal) Fuel Cost Recovery 

14 revenues? 

15 A. As shown on line 01, actual jurisdictional Fuel Cost Recovery 

16 revenues, net of revenue taxea, were $2.3 million lower than the 

17 estimated/actual projection. This decrease was due to lower 

18 jurisdictional kWh sales. Jurisdictional sales were 134,202,482 k'Ml 

19 (.34o/o) lower than the estimated/actual projection. 

20 

21 a. Have you provided a schedule eJCP&IInlng the ,.asons for thne 

22 variances? 

23 A. Yes. Pages 5 and 6, of Appendix I, cc.ntain a more detailed 

24 analysis of the cost variances wi1h a corresponding explanation for 

4 
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1 each significant variance. 

2 

3 CAPACITY COST RECOVERY CLAUSE (CCR) 

4 

5 Q. Pie aM explain the calculation of the Net True""'p Amount 

6 A. Appendix II, page 3, entitled "Summary of Net True-Up Amounr 

7 shows the calculation c.f the Net True-Up for the period, an 

8 overrecovery of $2,159,838, which lam requesting be included in 

9 VIe calculation of the Capacity Coat Recovery Factor for the period 

10 April 1995 through September 1995. 

11 

12 The actual End-of-Period ovef1"8CCvery of $18,941,197, shown on 

13 ~ine 1 :ass the estimated/actual End-of-Period overrecovery of 

14 $16,781,361, shown on line 2 that waalnduded In the Capacity 

15 Cost Recovery Factor for the period October 1994 through March 

16 1995, results in the Net True-Up shown on line 3, an overrecovery 

17 of $2,159,836. 

18 

19 Q. Have you provided a schedule showing tht calculation ofthe End-

20 of-Period true...,.p? 

21 A. Yes. Appendix II, page 4, entitled "Calculation of Final True-up 

22 Amounr, shows the calculation of the CCR End-of-Period tue-

23 up for the period April 1994 throYgh September 1994. The End-

24 of-Pertod ll\le-up lhown on llno 191un OYifTtCIOYI'ry of $18,9-41,197. 



1 Q. 

2 

3 A. 

4 

5 

Ia this tn.te-up calculation consllant wtth the true-up methodology 

uaed for the other cost Ncowry clauses? 

Yes it Is. The calculation of the true-up amount follows the 

procedures established by this Commission as set forth on 

Commission Schedule A·2 "Calculation of TNe-Up and interest 

6 Provision· for the Fuel Cost Recovery Clause. 

7 

8 Q. 

9 A.. 

10 

Pleaae explain the calculation of the lnter .. t provlaion. 

Appendl>e II, page 5, entitled "Calculation of Interest Provision··. 

shows the calculation of the interest provision for the per.od April 

11 1994 through September 1994 and follows the same methodology 

12 used in calculating the interut provision for the other cost recovery 

13 dauses, .as previously approved by this Commission. 

14 

15 The Interest provision i' the result of multiplying the monthly 

16 average !true-up (line 4) by the monthly average Interest rate (l ine 

17 9). The average Interest rate Is developed using the 30 day 

18 commerdal paper rate aa published In the Wall Street Joumal on 

19 the first buslneas day of the current and aubaequent months. The 

20 interest calculated during the period amount.a to $2,728 as shown 

21 on line 10. 

22 

23 

24 

6 
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1 Q. Have you provided a schedule ahowlng the variane.s between 

2 actuals and .. timatedlactuats? 

3 A. Yes. Appendix II, page 6, entitled "Calculation of Final True-up 

4 Variances", shows the actual capacity charges and applicable 

5 revenues compared to the estlmatedlactuals for the period April 

6 1994 through September 1994. 

7 

8 Q. What was the variane. In net capacity charges? 

9 A. As shown on line 6, actual net capacity charges on a Total 

10 Company basls were $4.2 rnlllion lower than the estimated/actual 

11 projection. This variance was primarily due to lower than expected 

12 capacity payments to the Southem Company for Unit Power Sales 

13 (UPS) and to Jacksonville Electric Authority (JEA) for SJRPP. The 

14 actual UPS capacity charges were $2.5 million lower than the 

15 estimated/actual projection primarily due to common investment for 

16 all units being lower than projected. Capacity Charges paid to JEA 

17 were $2.2 million lower than the estimatedlactua1 projection due to 

18 a prior period billing adjustment 

19 

20 Q. What waa the variane. In Capacity Coat Recovery ,...,nuas? 

21 A. As shown on line 13, actual Capacity CQat Recovery revenues, net 

22 of revenue taxes, were $2.0 million lower than the estimated/actual 

23 projectlcn. This decrease was primarily due to lower jurisdictional 

24 k'Nh &ales than projected. Jurtsd~onal sales were 134,202,482 

7 



1 kWn (.34%) lower than estlmatedladual projection. 

2 

3 OIL BACKOUT COST RECOVERY CLAUSE (08) 

4 

5 Q. 

6 A. 

7 

Please explain the calculatiOn Of tM N•t Trv.-4.ip Amounl 

Appendix Ill, page 3, entitled "Summary of Net True-Up Amount", 

shows the calculation of the Net True-Up for the period. an 

8 overrecovery of $11,602, which I am requesting be included in the 

9 calculation of the Oil Backout Coat Recovery Factor for the period 

1 0 April 1995 through September 1995. 

11 

12 The actual End-of-Period overrecovery of $519,854, shown on aine 

13 11ess Ul•H!Stimatedlactual End-of-Period overrecovery of$508,252, 

14 shown on line 2 that was Included In the 011 Backout Cost Recovery 

15 Factorfor the period October 1994 through March 1995, result in 

16 the Net True-Up shown on line 3, an overrecovery of $11 ,602. 

17 

18 Q, 

19 A 

20 

What is the purpose of the schedule ellowlng kWh sales? 

The purpose of the schedule ahowing kWh aalea on page 5, is to 

calculate the monthly percentage of retail Ourisdictional) kWh sales 

21 to total kWh sales. This monthly percentage Ourisdictlonal factor) is 

22 used to allocate costs between retail and wholesale customers. 

23 These kWh sales are consistent with the kWh aa!es shown in the 

24 FCR and CCR schedules. 

• 



1 Q. Haw you provided a achedule ahowlng tn. c:.lculation of the End-

2 of-Period true-up? 

3 A. Yes. Appendix Ill , page 6, entitled "True-up Calculation" shows the 

4 calculation of the OB End-of-Period true-up for the period April1994 

5 through September 1994. The End.of-Period true-up shown on Ene 

6 12, is Bn overrecovery of $519,854. 

7 

8 Q. Ia this tn.Ht-up calculation conllAint with tn. true-up methodology 

9 UMd for the other cost Ncowry eta uNa? 

10 A. Yes It Is. The calculation of the true-up amount f'>llows th"! 

11 procedures established by this Commission as set forth on 

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

13 Provision" for the Fuel Cost Recovery Clause. 

14 

15 Q. Pie aM explain the calculation of tn. lnterelt provision. 

16 A. Appendix Ill, page 7, shows the calcUlation of the Interest provision 

17 for the period Aprll1994 through September 1994 and is consistent 

18 with the procedures used In calculating the Interest for the FCR and 

19 CCR dauses. The Interest calculated for the period Is $6.049, as 

20 shown on line 10. 

21 

22 Q. Haw you provided a schedule ahowtng tn. variances between 

23 ac:tu.la and eatimatedlac;tuala? 

24 A. Yes. Appendix Ill, page 8, entitled "Calculation of Final True-up 

9 



1 Variances", shows the actual 011 Backout costs and revenues 

2 compared to the estimated/actuals for the period April1994 through 

3 September 1994. 

4 

5 Q Haw you provided a schedule explaining the rwuona for ttl•~ 

6 vaN! nee a? 

7 A Yes. Pages 9 and 10, of Appendix Ill, provide a more detailed 

8 analysis of the variances with corresponding explanations. 

9 

10 Q . 

11 A. 

Does this conclude your tllstimony? 

Yes, it does. 

10 



1 Q. 

2 A. 

3 

4 

5 Q. 

6 A. 

7 

8 

9 Q. 

10 A. 

11 

12 Q. 

13 A. 

14 

15 

BEFORE THE FLORIDA PUBUC SERVICE COMMISSION 

FLORIDA POWER & UGHT COMPANY 

TESTIMONY OF BARRY T. BIRKETT 

DOCKET NO. tS0001·EI 

JANUARY 17, 1115 

Please state your name and adchu. 

My name Is Bany T. Blri<ett and my business address Is 9250 West 

Flagler Street, Miami, Florida 33174. 

By whom ~,. you employed and In vmat capacity? 

I am employed by Florida Power & Light Company (FPL) as the 

Manager of Rates and Tariff Administration. 

Have you prevtously te.untd In tNa docket? 

Yes. I have. 

What Is the purpose of your teldmony? 

The purpose of my testimony Is to present for Commission review 

and approval the fuel cost recovery fadQrs. the capacity payment 

factors and the ell backout factor for the Company's rate schedules 

1 



... t .. 
1 for the period April 1995 through September 1995. The calculation 

2 of the fuel cost recovery factors is based on projected fuel cost and 

3 operational data as set forth In Commission Schedules E1 through 

4 E10, H1 and other exhibits fi led In this proceeding and data 

5 previously approved by the Commission. 

6 

7 In addition, my testimony presents the schedules necessary to 

8 support the calculation of the Estimated/Actual True-up amounts for 

9 the Fuel Cost Recovery Clause (FCR), Capacity Cost Recovery 

10 Clause(CCR), and 011 Backout Cost Recovery Clause (Oe). for the 

11 period October 1994 through March 1995. I have included 

12 explanations for the variances between the original projections for 

13 the period October 1994through March 1995 approved at the August 

14 1994 hearings, versus the two months actual/four months revised 

15 projections for the same period (Estlmated/Actual). 

16 

17 Q . Have you prepared or CIUMd to be prepared under your direction, 

18 supervision or control an exhibit In this proceeding? 

19 A. Yes. I have. II consists of various schedules Included In Appendices 

20 II, Ill, IV, and V. Appendices II and Ill contains the FCR related 

21 schedules, Appendix IV contains the capacity related schedules. and 

22 Appendix V contains the 011-backout related schedules. 

23 

2 
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1 Also, lnduded in Appendix Ill (pages 7 through 49) are the 

2 Commission Schedules A 1 through A 13 for October and November 

3 1994. These schedules were prepared by various departments 

4 Including Power Supply, Rates, Plant Services and Accounting, and 

5 present a monthly comparison between the original projections and 

6 the actual generation, sales and fuel costs for the two months. 

7 

8 Q. 

9 

10 A. 

What Ia the source of the dltl which you will present by way or 

testimony or exhibits In this proceeding? 

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

11 and records of FPL. The books and records are kept In thA regular 

12 course of our business In accordance with generally accepted 

13 accountln :;~ principles and practices and provisions of the Uniform 

14 System of Accounts as prescribed by this Commission. 

15 

16 FUEL COST RECOVERY CLAUSE 

17 

18 Q. What are the propoted fuel fa Glori for which the Company requesta 

19 approvat? 

20 A. The proposed Fuel factors for which the Company is requesting 

21 approval are shown on Schedule E1 , Page 4 of Appendix II for Non 

22 nme of Use Rates and Schedule E1, Page 5 of Appendix II for Tlme 

23 of Use Rates. Schedule E2, Page 6 of Appendix II indicates the 

3 
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1 monthly fuel factors for April 1995 through September 1995 

2 

3 Q. Haa the Company made any changes to the Fuel Cost Recovery 

4 Clause being proposed? 

5 A. Yes. we have. The Company Is proposing to change the alloCAtion 

6 of fuel costs. This proposed method was originally submitted on 

7 June 27, 1994 and deferred to this filing during the August 1994 Fuel 

8 hearings. 

9 

10 Q. Please deacttbe why FPL Ia proposing to change the aUoca:ion 11i 

11 fuel costs? 

12 A. The current method of charging customers In all classes based on 

13 the same average cost per kWh assigns cost responsibility as if all 

14 kWhs have an equal Impact on FPL's fuel cost. A more appropriate 

15 methodology would recognize and take Into account the fact that 

16 system fuel cost Is not the same In all hours of the day, nor in all 

17 days of the year due to differences In the level of generation and in 

18 the cost of fuel for, and the efficiencies of, generation units. A more 

19 appropriate allocation methodology would reflect that each rate class 

20 does not comprise the same proportion of system kWh sales In 

21 every hour, but that the proportions change from hour to hour. A 

22 methodology that took all of this Into account would reflect that some 

73 classes use more energy In higher cost periods than do other 

4 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

Q. 

A. 

dasses rather than having all customers classes pay the same 

average fuel costs. FPL Is proposing a change to the allocallon o• 

fuel costs through the Fuel Cost Recovery Clause which addresses 

differences in costs and class kWh usage between hours and results 

in a more appropriate allocation of cost between customer classes 

w• you deiQ'I)e FPL's propoeed fUel cost allocation method? 

The allocation method which FPL Is proposing recognizes that 

system fuel cost per kWh lncteases and decreases as load 

inereases and deereases. This Is the result or the use of economic 

dispatch, under which the most economical units are called upon to 

serve load first. As load grows, unlt.s with higher incremental costs 

are called upon, resulting In lncreasln~J costs per kWh. It would be 

Impractical to attempt to project fuel cost by hour for a six month 

period and to match that with a projection of kWh sales by rate 

dass. Instead, our proposed methodology looks at the hourly loads 

from the previous year and the contribution of each class to those 

houriy loads. The kWhs consumed In each hour are weighted such 

that kWhs In those hours with higher loads are allocated a higher 

proportion of total fuel cost to reftect the higher fuel cost for those 

hours. The kWhs In those hours with lower loads receive lower 

weights and thus are allocated a lower proportion of total system fuel 

cost. This weighting of kWhs by the load In the hour in which they 

5 
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1 were consumed is done for each rate class. By doing this, the 

2 method proposed by FPL results In the establishment of Fuel Cost 

3 Recovery factors for each class such that the price Is highest for 

4 those classes which co,tribute the most to the hours with the highest 

5 load. 

6 

7 I am using "higher" and "lower" as relative terma as compared to a 

8 typical hour. Loads in a "higher" hour are higher than those In a 

9 typical hour and result in a higher fuel pet kWh than in a typical 

1 o hour. Loads In a ''lower" hour are lower than those In a typical hour 

11 and result In a lower fuel cost per kvvtl than In a typical hour. 

12 

13 a. 

14 

15 A. 

Pleaae summartze the calculation of UM fuel c:ott recovery facto,.. 

under the method propoaed by FPL 

In FPL's proposed methodology, each hour from the historic perlodi 

16 is given a weight based upon that hour's contribution to total retail! 

17 kWh for the period. The weight calculated for each hour is then 

18 applied to the kWh for each class In that hour. These "welgt-ted 

19 kWhs" are summed for each class and the contribution of each class 

20 to the total weighted kWhs for the historic period Is determined. A 

21 ratio of weighted kWh contribution to unwelghted kWh contribution. 

22 or price multiplier, Is then calculated for each rate class. This price 

23 multiplier Is then applied to the r.ystem average Fuel Cost Recovery 

8 
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1 factor for the projected period to detennine the Class factor before 

2 losses The delivery loss multipliers for each rate class then are 

3 applied to establish the Fuel Cost Recovery factors for the classes. 

4 The calculation of the Fuel Cost Recovery factors for the non-lime 

5 of use classes Is shown on Schedule E1 , Page 4 of Appendix II . 

6 

7 Under FPL's proposal, classes which contnbute more to high-load 

8 periods than to lower-load periods will have a higher percentage of 

9 the weighted kWh than unwelghted kVVh. These classes will thus 

1 0 have a priee multiplier greater than one and a fuel factor higher than 

11 the average factor. The opposite Is true for classes with greater 

12 contributions to lower-load (and lower cost) periods. 

13 

14 Q. How are charges for Time Of Use (TOU) dauea esbbllshed In your 

15 proposed methodology? 

16 A. The charges for TOU rate classes start with the factor calculated as 

17 discussed above for the non-TOU counterpart to each class (e.g the 

18 RS-1 factor Is the basis for the RST-1 factor, etc.). The calculation 

19 also uses the on-peak, off-peak and average marginal fuel costs 

20 projected for the period as presented In the twentieth revision of 

21 COG-1 Tariff Sheet No. 10.101 , effective October 1, 1994. The ratio 

22 of the onpeak marginal cost to the average marginal cost would t.e 

23 applied to the class Fuel Cost Recovery factor to determine the 

7 
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1 onpeak fuel factor. Likewise, the ratio of the offpeak marginal cost 

2 to the average marginal cost would be used to calculate the oHpeak 

3 fuel factor. These factors based on the marginal cost ratios are then 

4 adjusted, both by the same percentage, to achieve revenue neutral!-

5 ty. The calc:olatlon of the Fuel Coat Recovery factors for the TOU 

6 classes Is shown on Schedule E1, Page 5 of Appendix II. 

7 

8 Q . Ia this the method CUITintly used to calculate Fuel Cost Recovery 

9 factors for TOU c:IIIMI? 

10 A. No, II Is not. Under the method c:orrenlly used, system average 

11 onpeak and offpeak factors are calc:olated using total system fuel 

12 costs and k\Nhs projected for the onpeak and oHpeak penods. The 

13 proposed method Improves upon that In two ways. First, the use of 

14 the Fuel Cost Recovery factor for the counterpart non-TOU class 

15 result in the same allocation lmprovemttnt disc:ossed above. In 

16 addition, the use of the marginal cost ratios to calculate onpeak and 

17 offpeak fuel factors results In a price signal to TOU customers which 

18 better reflects the Impacts on the system of onpeak and oHpeak 

19 usage 

20 

21 Q. How doea the FPL proposalafl'ect "'ruelaymmetry"? 

22 A. This question was first raised at the Commission's workshop called 

23 to discuss FPL's proposal. To my knowledge, fuel symmetry Is a 

8 



1 theoretical concept for which there Is no single common definition or 

2 usage. Basically, fuel symmetry refers to the relationship between 

3 the allocat.ion of fuel costs and the allocation of production plant 

4 costs among classes or customers within classes. For example, 

5 some use fuel symmetry as a basis to propose that customer 

6 dasses pay for each type of fuel In the same proportion that they 

7 pay the fixed costs associated with the plant(a) that bum the fuel. 

8 

9 Classes with lower than average toad factors, primarily residential 

10 classes, by definition contribute a greater proportion II" system peak 

11 loads than to total kWh aates. The dess's contribution to system 

12 peak toads is Important because fixed power plant costs are 

13 allocated to each dass on that basis. For exampe, a dass could 

14 pay for 60% of the fixed costs associated with power plc.ms (based 

15 on Its peak contribution) but use only 50% of the total kWh. Under 

16 the current method, the dass would pay for 50°AI of the fuel costs. 

17 The fuel symmetry theory says that this class should pay 60% of the 

18 total fuel cost even though It uses only 50% of the kWh. As such, 

19 the fuel symmetry theory says this dass should pay 60% of the fuel 

20 cost without even looking at the dass'a contribullon to the causation 

21 of those fuel costs. 

22 

23 The necessary relationship between cost causation for the fixed plant 

9 
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1 costs and for the fuel cost does not exist to support the application 

2 of fuel symmetry as I understand lt. 

3 

4 Q. 

5 A. 

6 

7 

Ia this concept appropfilte tor applc:atlon here? 

No. In my opinion, fuel symmetry represents an incorrect attempt to 

simplify a relationship which is very complex - a relationship which 

really should not Impact a decision on the use of FPL's proposed 

8 allocation methodology. 

9 

10 Q . 

11 

12 A. 

13 

Why should the Comntlallon rule on the allt>cation of fuel cost 

separately from the allocation of baM rate costs? 

Fuel costs are a different type of cost from fiXed costs, with different 

cost causation, and are appropriately allocated on different bases. 

14 Fuel costs are variable costs, that is the level of cost varies 

15 according to the level of kWh usage by customers. Under the 

16 current allocation methodology, each kWh used by our customers is 

17 assumed (implicitly) to have the same Impact on fuel costs. Under 

18 our proposed allocation methodology, kVVhs used when loads are the 

19 highest are assumed to have a greater Impact on fuel costs than 

20 those used during lower load periods, which more accurately reflects 

21 the causation of the fuel costs. Both methods, though, reflect the 

22 fact the fuel costs are variable costa, or costs which vary with the 

23 number of kWh. 

10 



1 Fixed production costs, on the other hand, do not vary with the 

2 number of k'Nh used. In Its recent decisions, the Commission has 

3 allocated these costs to classes based on each class' contribution to 

4 monthly system peaks. This Is consistent with the causation of the 

5 fixed costs because new plants are built (or capacity Is purchased) 

6 as the utility's peak loads lnc:fease. 

7 

8 Q. 

9 A. 

10 

How does this relate to the fuel symmetry dlacuaalon? 

As I explained, there are different baseo used for the allocation of 

fuel costs and fixed productions costs - bases which reflect the 

11 drivers, or cost-causation factors- of those costs. As such, 11 would 

~ 2 be inappropriate to simply say that "Class A pays for x% of this type 

13 of power plant so It should pay for x% of the fuel from that type of 

14 plant." In other words, "fuel symmetry• is an approach which would 

15 not reflect the underlying basis of FPL's fuel costs. The result I 

16 pointed out earlier Is just as wrong from e theoretical standpoint as 

17 it is from a common-sense point of view. 

18 

19 Q. 

20 

21 

22 

23 A. 

If the Commllaion were to aay that 'fuel symmetry" was to be one 

of the alterla uaed to determJM the epproprlate elocation of fuel 

costs, how would thlt Impact the 1pproprlateneaa of your proposed 

methodology compared to the cumnt methodok>gy? 

It shouldn't Impact the appropriateness of our proposal at all. The 

11 
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1 allocation method being proposed by FPL really has a small impact 

2 on the proportion of total fuel costs allocated to each class. Because 

3 the change Is small, there should not be any significant change In 

4 whatever fuel symmetry might or might not exist, which would b3 

5 accidental in either ca-;e, under the current methodology. 

- 6 

7 a. Does FPL have any other costa thatahould be rwcovered through the 

8 Fuel Cost Recovery Clause? 

9 A. Yes. FPL Is Including In the proposed Fuel Cost Recovery Factor 

10 the cost of Implementing certain equipment modifications at some of 

11 its generating facilities to enable these facilities to operate using a 

12 less expensive grade of residual fuel oil. As further discussed .n the 

13 testimony of Rene Silva, the cost of these modifications are 

14 estimated to be $2,754,502. 

15 

16 The Company has analyzed several alternative periods for recovery 

17 of these costs, which would normally bo put Into rate base. We have 

18 determined that expensing these costs In the month of April 1995. 

19 the first month of the recovery period, Is the least costly alternative 

20 for our customers. The cost to our customers would be lowest, on 

21 a net present value basis, If the cost Is expensed rather than 

22 capitalized and recovered over time with FPL earning a return on the 

23 Investment. 

12 



1 Q. What Is the a,.s~s for requesting recovery of these equipment 

2 modlftcations through the Fuel Cost Recovery Clause? 

3 A. The Commission In Docket No. 850001-EI·B, Order No. 14546 

4 Issued on July 8, 1985 stated, regarding the charges appropriately 

5 Included In the calculation of fuel expense: 

6 

7 "Fossil fuel-related costs normally recovered through 
8 base rates but which were not recognized or 
9 anticipated In the cost levels used to determine current 

1 o base rates and which, If expended, will result In fuel 
11 savings to customers. Recovery of such costs should 
12 be made on a case by case basis after Commission 
13 approval. • 
14 

15 The Company has estimated that these m"dlfical.ions co:;tmg 

16 $2,754,502 will yield fuel savings of approximately $8 38 mill1on 

17 during the April through September 1995 period and $81.3 m1111on 

18 from 1995 to 1999. Since these or similar modifications have not 

19 been made at any other generating unit, FPL believes that these or 

20 similar costs have not been recognized In cost levels used to 

21 determine FPL's current base rates. 

22 

23 'Mlile I am not aware of an lnatanoe In which the Commission 

24 approved a similar cost for recovery through the Fuel Cost Recovery 

25 clause, these expenditures will result In algnncant fuel savings tor 

26 FPL's customers and appear to be the type of a costs which the 

13 



1 Commission contemplated being recovered through the clause For 

2 these reasons, FPL believes that It is appropriate to bril'lg this issue 

3 forward for Commission consideration and approval. 

4 

5 Q . What adjultmtnta are lnduded In the calculation of the slx-month 

6 ievelzed fuel factor lhown on Schedule E1, Pa~ 3 of Appendix II? 

7 A. As shown on line 28 of Schedule E1 , Page 3, of Appendix II the 

8 estimated/actual fuel cost overrecovery for the October 1994 through 

9 March 1995 period amounts to $21,299,545. This estimated/actual 

10 overrecovery for the October 1994 through March 1995J)eriod plus 

11 the final underrecovery $6,684,993 for the April 1994 through 

12 September 1994 period results In a net overrecovery of 

13 $14,614,552. This amount, divided by the projected retail sales of 

14 39,346,511 MWh for Aprii1995 through September 1995 results in 

15 a decrease of .0371¢ per kWh before applicable revenue taxes. In 

16 his testimony for the Generating Performance Incentive Factor, FPL 

17 Witness R. Silva calculated a reward of $3,065,156 tor the period 

18 ending September 1994, to be applied to the April 1995 through 

19 September 1995 period. Tnls $3,065,156 divided by the proJectet.i 

20 retail sales of 39,346,511 MWh during the projected period, results 

21 In an Increase of .0078¢ per kWh, as shown on line 32 of Schedule 

22 E 1, Page 3 of Appendix II. 

23 

14 



1 a. 

2 

3 A. 

Please explain the ~lculatlon of the Estlmated/ActlJal True-up 

amount you are requesting thll Commlulon to approve. 

Appendix Ill, page 3, shows the calculation of the Estimated/Actual 

4 True-up amount. The calculation of the estimated/actual true-up 

5 amount for the October 1994 through March 1995 is an 

6 overrecovery, lndudlng Interest, of$21.299,545 (Column 7, lines 07 

7 plus 08). This amount, when combined with the Final True-up 

8 underrecovery of$6,684,993 (Column 7, line 0 9a) deferred from the 

9 period April 1994 through September 1994, presented In my Final 

10 True-up testimony filed on November 1.4, 1994, results m the End of 

11 Period overrecovery of $14,614,551 (Column 7, line 011). 

12 

13 This schedule also provides a summary of the Fuel and Net Power 

14 Transactions (lines A1 through A7), kWh Sales (lines C1 through 

15 C4), Jurisdictional Fuel Revenues (line 01 throu~h 03), the True-up 

16 and Interest calculation (lines 04 through 010) for this period, and 

17 the End of Period True-up amount (line 0 11 ). 

18 

19 The data for October and November 1994, columns (1) and (2). 

20 reflects the actual results of operations and the data for December 

21 1994 through March 1995, columns (3) through (6), are based on 

22 updated estimates. 

23 

15 



1 The true-up calculations follow the procedures established by th1s 

2 Commission as set forth on Commission Schedule A2 "Calculation 

3 of True-Up and Interest Provision" filed In this proceeding In 

4 Appendix Ill, pages 7 through 49. 

5 

6 Q. Have you proYided a schedule lhowtng tM variances between the 

7 Ortglnal Projections 1nd the EstlmatediActuals? 

8 A. Yes. Appendix Ill, page 4, shows EsUmated/Actual fuel costs and 

9 revenues compared to the original estimates for the October 1994 · 

10 March 1995 period. 

11 

12 Q. What Ia the valiance In fuel costa for the period? 

13 A. As shown on line A7, fuel costs on a total system basis are now 

14 projected to be $1 .3 million higher than originally estimated. Th1s 

15 variance Is detailed by major cost components on page 5. The S 1.3 

16 million total system variance relating to the estimated/actual period 

17 Is primarily caused by a $14.3 million Increase In energy cost of 

18 economy purchases, offset by a $6.4 million decrease in energy 

19 payments to qualifying facilities, a $4.5 million decrease in the cost 

20 of purchased power and a $4.1 million decrease in the fuel cost of 

21 system net generation. 

22 

23 Q. What Ia ttM valiance In ,.tal (JwtsdJc:Uonal) Fuel Coat Recovery 

18 



1 revenues for the period? 

2 A. As shown on Page 4, line 01b, jurisdictional fuel revenues, net of 

3 revenue taxes, are now projected to be $20.8 million higher than 

4 originally estimated. This Increase Is primarily due to higher 

5 jurisdictional kWh sales. Jurisdictional sales are now estimated to 

6 be 1,377, 146,127 kWh (4.13%) higher than originally forecasted 

7 

8 Q . Havt you provldtd a achtdule txplalnlng the reaaona for these 

9 vat1ancea? 

10 A. Yes. Appendix Ill, pages 5 and 6, contain a more detailed analys1s 

11 of the cost variances with a corresponding explanation for variances 

12 deemed material. 

13 

14 

15 

16 Q . 

17 A. 

CAPACITY PAYMENT RECOVERY CLAUSE 

Please deaa1be Page 3 d Appendix IV. 

Page 3 of Appendix IV provides a summary of the requested 

18 capacity payments for the projected period of April 1995 through 

19 September 1995. Total recoverable capacity payments amount to 

20 $144,171 ,942 and lnciude payments of $113,551 ,146 to non-

21 cogenerators and payments of $76,913,075 to cogenerators. This 

22 amount is offset by revenues from capacity sales of $953,840. 

23 $28,472,796 of jurisdictional capacity related payments included in 

17 



1 Base Rates and the net overrecovery of $1 5,122,583 reflected on 

2 line 8. The net overrecovery of $15,122,583 includes the final 

3 overrecovery of $2,159,836 for the April 1994 through September 

4 1994 period plus the estimated/actual overrecovery of $12,962,747 

5 for the October 1994 through MarCh 1995 period. 

6 

7 Q. 

8 A. 

Ple11e desatbe Page 4 of Appendix IV. 

Page 4 of Appendix IV calculates the allocatlon factors for demand 

9 and energy at generation. The demand allocation factors are 

10 calculated by determining the percentage each rate class contributes 

11 to the monthly system peaks. The energy allocators are calculated 

12 by determining the percentage each rate contributes to total k'Nh 

13 sales, as adjusted for losses, for each rate class. 

14 

15 Q . Please desatbe Page 5 of Appendix IV. 

16 A. Page 5 of Appendix IV presents the calculation of the proposed 

17 Capacity Payment Recovery Clause (CCR) factors by rate class. 

18 

19 Q . 

20 

21 A. 

Please explain the ralculation of the CCR Estimated/Actual True-up 

amount you arw rwquelting this Commission to approve. 

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

22 Estimated/Actual True-up amount. The Estimated/Actual True-up for 

23 the period October 1994 through March 1995 is an overrecovery. 

18 



1 including interest, of$12,962,747 (Column 7, lines 14 plus 15) Th1s 

2 amount, p2ua the Final True-up overrecovery of $2,159,836 (Column 

3 7, line 17) deferred from the period April 1994 through September 

4 1994, presented In my Final True-up testimony filed on November 

5 14, 1994, results In the End of Period overrecover1 of $15,122,583 

6 (Column 7, line 19). 

7 

8 Q . 

9 

10 A. 

Ia thll true-up calculation c:onalltent with the true-up methodology 

used for the other COlt NCOYery daUMI? 

Yes It Is. The calculaUon of the true-up amount follows the 

11 procedures established by this Commission as set forth on 

12 Commission Schedule A2 •calculation of True-Up and Interest 

13 Provision" for the Fuel Cost Recovery clause. 

14 

15 The resulting overrecovery of$15, 122,583 has been included in the 

16 calculation of the Capacity Cost Recovery factor for the period April 

17 1995 through September 1995. 

18 

19 Q. PleiN expllln the calculation ot the Interest Provision. 

20 A. Appendix IV, page 7, lhowa the calculation of the Interest provision 

21 and follows the same methodology UMd In calculating the Interest 

22 provision for the other cost recovery clauses, as previously approved 

23 by this Commission. 

19 



1 Q. 

2 

3 A. 

Have you provided a achedule lhowtng the variances between the 

E~ted/Aetuall and the Original Projections? 

Yes. Appendix IV, page 8, shows the Estimated/Actual capacity 

4 charges and applicable revenues compared to the originc.: 

5 projections for the period. 

6 

7 Q . What II the variance related to capacly charges? 

8 A. The variance related to capaclty charges !sa $5.7 million decrease. 

9 This variance Is primarily due to a $4.8 million decrease in Unit 

10 Power (UPS) Capaclty Charges. This decrease is due to revised 

11 monthly capaclty rates which are provided by Southern Company 

12 being lower than originally projectelf and common Investment be1ng 

13 low~r then projected for the actual period. 

14 

15 Q. What II the variance In Capacly Cost Recovery revenues? 

16 A. As shown on line 13, Capaclty Cost Recovery revenues. net of 

17 revenue taxes, are now estimated to be $6:8 million higher than 

18 originally projected. This Increase Is primarily due to higher 

19 jurisdictional kWh sales. Jurisdictional sales are now estimated to 

20 be 1,377,146,127 kWh (4.13%) higher than originally forecasted. 

21 

22 OIL BACKOUT COST RECOVERY CLAUSE (OB) 

23 

20 



1 Q. 

2 

3 A. 

Ple .. e explain the calculation of the 08 Factor you are requesting 

this Commlallon to approve. 

Appendix v. page 3, show• the derivation of the 08 Factor of .012 

4 cents per kWh requested for the projected period April 1995 through 

5 September 1995. This Factor represents the $4,246,954 in projected 

6 costs divided by the total kWh aalea projected for the period, plus the 

7 Estimated/Actual End of Period underrecovery of $515,929 for the 

8 period October 1994 through March 1995 d1vided by the retail kWh 

9 sales projected for the period Aprll1995 through September 1995 

10 The resulting factor was then multiplied by the Revenue Tax Factor 

11 to arrive at the 08 Factor for the period. Both the Revenue Tax 

12 Factor and the kWh sales are the same as those •Jsed m Clur Fuel 

13 Cost Recovery Clause lnduded In this filing. 

14 

15 Q. 

16 

17 A. 

What are the projected cotta requelted for recovery through the 08 

Factor for the pertod Aptll1115 through September 19957 

Appendix V, page 4, renects the total projected costs requested for 

18 recovery for the period. These costs consist solely of the 500 kV 

19 Transmission Line Project (Project) revenue requirements. which 

20 total $4,246,954 for 'he projected period. 

21 

22 As detailed on page 4, the Project revenue requirements include a 

23 retum on Investment, tax.ea other than Income taxes. income taxes. 

21 
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1 and O&M expenses. No depreciation Is Included since the capital 

2 investment In the 500 kV line was fully depredated In October 1989. 

3 A detailed description of the methodology used to calculat6 the 

4 revenue requirements of the Project was Included In E.L. Hoffman's 

5 testimony, Document No. 1 for the February 1983 hearing. 

6 

7 Q. 

8 

9 A. 

10 

HIVe you allo presented the E.amatediAc:tual com for the period 

October 1994 through March 1986? 

Yes, Appendix v. page e. Shows the components of the $4,874,070 

Estimated/Actual Project revenue requirements requested for the 

11 period. It contains similar Information as that described In the 

12 previous paragraph, except It reflects two months actual dcta and 

13 four months updated estimates. 

14 

15 Q. 

16 A. 

17 

What Ia the purpose d tha tchedules lhov.1ng kWh sales? 

The purpose of the schedules showing kWh sales on pages 5 and 

7, Is to show the calculation of the monthly percentage of retail 

18 (jurisdictional) kWh sale:s to total k\Nh sales, for the projected and 

19 Estimate/Actual periods respectively. These monthly percentages 

20 (jurisdlctlonal factor) are used to allocate costs between retail and 

21 wholesale customers. llrle k\Nh sales reflected on these schedules 

22 are consistent with the k\Nh sales shown In t.he FCR and CCR 

23 schedules. 

22 
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1 Q. Please explain the calculation of the OB Estimated/Actual True-up 

2 amount you are requeltlng this CommJsllon to approve. 

3 A. Appendix V, page 8, shows the calculation of the OB 

4 Estimated/Actual True-up amount. The Estimated/Actual True-up for 

5 OBIs an underrecovery, induding Interest, of $527,531 (Column 9, 

6 lines 7 plus 8). This amount, when combined with the Final True-up 

7 overrecov.ery of $11,602 (Column 9,11ne 10) deferred from the period 

8 April1994 through September 1994, presented in my Final True-up 

9 testimony filed on November 14, 1994, results In the End of Period 

10 underrecovery of $515,929 (Column 9, line 12). 

11 

12 Q. 

13 A. 

14 

15 

16 

Please explain the c:alculltlon of the Interest provision. 

Appendix V, psge 9, shows the calculation of the interest provision 

for the period October 1994 through Marctl 1995 and is consistent 

with the procedures used In calculating the Interest for the FCR and 

CCR clauses. The Interest owed by FPL as a result of net 

17 overrecov,eries during the period Is $991 as shown on line 1 0. 

18 

19 

20 Q. 

21 

22 A. 

Have you provided a Khed.ule lhowlng the varllncea between 

Esttrn.tediA.ctuals and the Ortglnal Projections? 

Yes. Appendix V, page 10, entJUed "Calculation of Estimated/Actual 

23 True-up Variances", shows 1he estimated/actual Oil Backout costs 

23 



1 and revenues compared to the original projections for the period 

2 October 1994 through March 1995. 

3 

4 Q 

5 

6 A 

Have you provided a IChedule explaining the re11ona for these 

variances? 

Yes. Pages 11 and 12, of Appendix V, provide a more detailed 

7 analysis of the variances with corresponding explanRtions for 

8 Revenue Requirements, and Jurisdictional kWh Sales, respectively. 

9 

10 Q. 

11 A. 

What effedtve date Ia the Company requeatlng for the new factors? 

The Company is requesting that the new factors become effectivo 

12 with customer billings on cycle day 3 of April 1995 and continue 

13 through Customer billings on cycle day 2 of September 1995. This 

14 will provide for 6 months of billing on these factors for all our 

15 customers. 

16 

17 Q. What wUI be the charge for a Relklenttal customer uaU'Ig 1 ,ooo kWh 

18 effecttve Apri11 995? 

19 A. The total residential bill, excluding taxes and franchise. for 1,000 

20 kWh will be $72.65. The base bill for 1,000 residential kWh Is 

21 $47.38, the fuel cost recovery charge from Scheclule E1 , Page 4 of 

22 Appendix II for a residential customer is $17.64, the Conservation 

23 charge is $2.52, the Oil Backout charge Is $.12, the Capacity 

24 



2 1 

1 Recovery charge Is $4.15, the Environmental Cost Recovery charge 

2 is $.10 and the Gross Receipt Tax Is $.74. A Residential Bill 

3 Comparison (1000kVVh) is presented In Schedule E10, Page 30 of 

4 Appendix II. 

5 

6 Q. 

7 A. 

Does lhls conclude your teltlmony. 

Yes, It does. 

25 
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1 BY MR. CHILDS: 

2 Q Hr. Birkett, would you please summarize your 

J direct testimony. 

~ A In my direct testimony I have presented for 

5 Commission review and approval t he fuel coat recovery 

6 clause factor through the Apr il to September 1995 

7 period, including the estimated actual true-up for the 

8 OCtober ' 94 through March 1995 period . 

9 In addition, my testimony presents for 

10 Commission approval FPL ' s proposal to change the method 

11 of allocating fuel costs to the various customer 

12 c lasses. 

13 The current recovery methodology assigns th~ 

14 same average cost to all kilowatt-hours as if they had 

15 an equal impact on FPL ' s fuel cost . The proposed 

16 methodology recognizes the tact that system fuel costs 

17 are not the same in all hours of the day, nor on all 

L8 days of the year. This is due to differences in the 

19 levels of generation from hour to hour, and then the 

20 cost for fuel and the efficiencies of generating units. 

21 The proposed methodology addresses differences in cost 

22 and class kilowatt-hour usage between hours and results 

23 i n a more appropriate allocation of cost between 

24 customer claosea. 

25 FPL is also requesting recovery of 
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1 $2 . 8 mi llion of equipment aoditicction to some of its 

2 generating units to enable these facilities to operate 

3 using a less expensive qrade of fuel oil. 

4 Our request for recovery is baaed on the 

5 c riteria established by the Co11111ission in Docket 850001, 

6 Order ~o. 14546, w~icb vas issued on July 8th , 1995, 

7 regarding charges which are appropriately included in 

8 the calculation of fuel expense. 

9 ~ow, these equipment modifications will yield 

10 fuel savings of approximately $8.4 million in the 

ll projected period end A totAl of $81.3 million from 1995 

12 through 1999. 

13 Although these coats are of a type which would 

14 typ ically be recovered through base rates, tho 

15 Commiss i on , in Order 145•6, provided furthe r r eview and 

16 Gpproval on a case-by-case buis of fuel cost rocovery 

17 !or expenses which were not recognized , nor ant icipated, 

18 in the cost levels used to dete~ine current base rates, 

19 and wh ich if expended would result i n fuel savings ~o 

2<' customers. 

21 I believo that these expenditures are of the 

22 type the Commiss ion anticipated beinq recovered t hrough 

23 the fuel cost recovery clause in that order. 

24 This concludes may summary. 

25 MR . CHILDS: We tender Kr. Birkett for cross 
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1 examination . 

2 COMMISSIONER DEASON: Questions for Hr. 

J Birkett? Kr. Kaufmann. 

4 CROSS EXAMINATION 

5 BY MR. KAUFMANN : 

6 

7 

8 

Q 

A 

Q 

Good morning, Kr. Birkett . 

Good morning. 

I'd like to ask you a couple of ques tions 

9 regarding the modifications to the plants that you 

10 cHscuss in your direct te.atlmony. 

11 How long wil l ratepayers receive benefits from 

12 thes e modifications? 

1J A While I believe Mr. Silva can address that 

14 more fully, FPL bas provided projections of savings for 

15 the next five years, though we believe that savings will 

16 exist beyond t hat period. 

17 Q Do you know how tar beyond that period they 

18 will continue? 

19 

20 

A 

Q 

No, I do not. You'd have to ask Mr. Silva. 

All right . Let me show you a document whi ch 

21 was turned over to Florida Steel as a response to 

22 Florida Steel's First Set of Interrogatories, 

2J Interrogatory No. 5 . 

24 COMMISSIONER DEASON: Mr. Raufmann, while 

25 you 're speaking you naed to ba at a •iorophona ao the 
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l court reporter can pic~ it ~p. (Hands document t o 

2 wit ness .) 

3 MR. KAUFMANN: ColiDDiasioners, for another 

4 identi fication number, do I just take the next one? 

5 That would be 39? 

22 5 

6 COMMISSIONER DEASON: Yes . Do you wi sh t his 

7 identified? 

8 

9 

MR. KAUFMANN: Yea, please . 

COMMISSIONER DEASON: It will be ident ified as 

10 Exhibit No. 39 . 

11 (Exhibit No. 39 marked for identification.) 

12 Q (By M.r . Kaufmann) Mr. Birkett, do you see 

13 that that response answers a request regarding the 

14 remaining us.,.ful life for eac.h plant listed in FPL 

15 AppQndix 1, Page 8 of the January 17th, 1995 f i l i ng; is 

16 that correct? 

17 A Yes , it is . 

18 Q And was t his response sponsored by you? 

19 A I believe it was, yea . 

20 MR. l<AU FKA.NN : At this time I'd a sk f or 

21 admission of Exhibit No . 39, please . 

22 COMMISSIONER DEASON: It's our custom that at 

23 t h e conclusion of the witness' testimony we ' ll move all 

24 exhibits and you ' ll be given that opportunity at the 

25 conclus ion of this witness' testimony to move that 
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1 exhibit. 

2 MR. KAUFMANN: Thank you . 

3 Q {By Mr. Xaufmann) Is it correct from reading 

4 this response, Mr. Birkett, that the minimum remaining 

5 life of any of these unit• is 9 .4 years? 

6 A Yes. That ia correct. 

7 Q And the maximum listed here would be for 

8 canaveral Unit 1, which is 20 years? 

9 A Yes. 

10 MR . KAUFMANN: Th.ank you. 

11 COMMISSIONER DEASON; Any further questions? 

12 MR. KAUFMANN: No more questions. 

13 CROSS EXAMINATION 

14 BY MR. HOWE: 

15 

16 

Q 

A 

Hello , Mr. Birkett. 

Good morning, 

17 Q If Florida Power and Light were t o include the 

18 cost of this $2.8 million modification in its 

19 calculation of its earned rate of return for 

20 surveil lance report purpooes, would the Company still 

21 earn within its authoriz~d r eturn on equity range? 

22 A I haven't seen that calculation s o I could not 

23 answer that question . 

24 Q What's the next generating plant addition in 

25 FPL's plans currently? 
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A 

Q 

227 

I do not know. I have not seen the plan. 

Whatever they are planning on building in the 

3 future, do you believe they will taxe the cost of fuel 

4 into consideration? 

5 A Yes, FPL takes into account the entire cost of 

6 the unit when determining which unit to build. 

7 Q Would you agree the cost of fuel would be a 

8 significant consideration in determining what the next 

9 generation addition will be on Florida Power and Light' s 

10 system? 

11 A I don ' t know that I could say which costs 

12 would be highest relative in significance, but fuel cost 

1 3 would be one consideration. 

1 4 Q In your estimation, would it be r e asonable if 

15 Florida Power and Light were to bring on a generating 

16 unit , the sinqle purpose of which was to reduce its 

17 overall fuel cost, would it be reasonable !or Florida 

18 Power and Light to seek recovery through the fuel cost 

19 recovery clause of all of ita investme.nt in that plant 

20 addition? 

21 A First, you ' re stating a premise which I don ' t 

22 think you know is possible . 

23 PPL has no plans to bring on a unit wh ich 

24 would be brought on solely to reduce fuel costs , though 

25 I would not torosoe requesting to reoover that unit 
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1 through the !uel clause. 

2 Q Does Florida Power and Light have any similar 

3 plant modifications its made on generating units for the 

4 speci!ic purpose o! reducing !uel cost !or wh ich it has 

5 not sought recovery through the !uel c lause? 

6 A I'm not aware o! any such modifications. 

7 MR. HOWE: I have no !urther questions. 

8 COMMISSIONER DEASON: Kr. McWhirter. 

9 CROSS EXAMINATION 

10 BY MR. McWHIRTER: 

11 Q Mr. Birkett, aa I understand it, Mr. Silva, is 

12 t he o ne that will explain to us what these ~odificctions 

13 are, and you ' re just the aan that t ranslates that into 

14 economic terms; is that correct? 

15 A Yes. I translate it into the rates, and 

16 really I 'm here also to explain why it's appropriate to 

17 recover them through the !uel clause. 

18 Q Well, the rationale !or tho recove ry is that 

19 these modification& result in a lower !uel cost, and as 

20 a result you want to pass it through the tuel cost 

21 recovery clause rather than base rates; is that the 

22 theory? 

23 A Yes. It's our belie! that the Commisnion 

24 envisioned costs o! this type being recovered through 

25 the tuel clause, although, I believe as I said in my 
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1 testimony, we•re not aware of any specific precedents . 

2 It is our belief that these would be appropriate 

3 pursuant to that order . 

4 Q Well, you referred to order 14546, and I 

5 presume it ' s Item 10 under that order that is the basis 

6 for your recovery? 

7 

8 

A 

Q 

Yea, it ia. 

Now, the total coat is $2.8 million rounded. 

9 Is that the total cost of construction or the annual 

10 carrying costs on these modifications tor one year? 

11 A That is the total cost of construction and 

12 that is as an expense amount. There is no carry~ng cos ~ 

lJ in there . 

14 Q What was the impetus to -- although the 

15 savings will be realized over a nuaber ot yaars -- to 

16 put the total cost in the first year? 

17 A Well, we looked at expensing the costs in the 

18 current period versus, you know, spreading those over 

19 time with the carrying coats associated with them, and 

20 we tound that expensing them resulted in a total l ower 

21 cost to our customers, because the carrying cost would 

22 actually increase it if applied over time. And that 

23 combined with the fact that there were fuel savings in 

24 the current period significantly in excess ot those 

25 oxpenaes led ua to believe tha~ it vould be appropr iate 
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1 to recover them all at once in the current period. 

2 Q For purposes of Florida Power and Light ' s 1994 

3 tax return, wore these costa expensed o r were they 

4 capitalized? 

5 A I could not tell you that, sir. 

6 Q Kr. Birkett, I ' d like now to c hange your 

7 attention to Exhibit 13, I believe it's BTB No. 6. on 

8 Page 4 o! that exhibit you calculate the interest on the 

9 ovorrecovery amounts !or the period o! October ' 94 

10 through March o! '95 . I quess it's an earlier period , 

11 the $20 million . And on Line 8 ot Page 4 you show that 

12 interest to be $364,000 -- $364 ,888 that you're going co 

13 pay to customers this summer tor overrecoveries last 

14 winter. Ia that see essentially what ia happe ning ? 

15 A Yea, it ia. 

16 Q What's that intareat rate and how is it 

17 calculated? 

18 A That interest rate ia calculated pursuant t o 

19 Commission Orders . It is the commer cial paper rate. 

20 Q I understand it'& the coamerc ial paper rate 

21 but what rate did you precisely usa? I just devided 

22 $20 million into 364,000 and came out to about 1 . 7\ 

23 interest. But obviously that's inaccurate. 

24 A I would have to look baok through the work 

25 papers. But the rata is actually applied on a monthly 
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1 basis t o the net over- and underrecovery at that time, 

2 so if you 're looking at --

3 

4 

5 

Q Is the starting period from the moment the 

money is collected, or is it some o,ther time? 

A It i s looked at at the end ot eac h month. 

6 balance of the over- and underrecovery at the end of 

7 each month. So over the course of a uix-month period 

8 there could be offsetting over- and underrecoveries 

9 which would a f fect the total amount of interest paid. 

The 

10 Q As I understand it, the c.oJIIlDercial paper rate 

11 is in the vicinity of 6t simple annual i nterest at this 

12 j uncture? 

13 A That ' s consistent with my underbtanding. It 

14 has been fluctuating some. 

15 Q Is fluctuation on a monthly, daily or what 

16 other frequency period? 

17 A Well, we look at the rate on a monthly basis, 

18 and I be lieve it haa been fluctuating over the last year 

19 on a r egular basis as the market has been changing. 

20 Q You look at i t on a monthly basis a nd then, is 

21 that determination of the rate in any fashion submitted 

22 to the Commission staff tor approval or disapproval? 

23 A I ' m not aware of whether ,or not it is 

24 submitted. I believe we use a co-only accepted source 

25 for t hat rate. 
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Q 
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At the present time what is Florida Power and 

Light ' s authorized overall rate of return? 

A I'm not -- I don't know what our authorized 

overall rate of return ia, because there are components 

there of various debt an.d equity. I ' m really just 

familiar with the authorized return on equity. 

Q That return was established back in your l ast 

8 rate case in 1986 and then it has been modified 

9 subsequent on that time? 

10 A Which return , sir? 

11 

12 

13 

Q 

A 

Q 

Beg your pardon'? 

Which return are you r eferring to? 

The overall rate of return in your last 

14 general rate case . 

15 A It has been modified as the commission has 

16 ~oditied the allowed return on equity. 

17 Q Have all aspects of the retur n boen modified 

18 or only t he return on equity? 

19 A Only the return on equity has boon modified. 

20 Q What, to your rocollection, if you ' ll refresh 

21 mine what's the rationale for paying customors at the 

22 commercial paper rate whereas custoaer& pay you at your 

23 overall rate of return, which, to the best of my 

2 4 recollection, is somewhere in the range of about 9.7\ 

25 now or something in that area. 
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MR. CHILDS: Wait a minute, I will objec t to 

2 that premise. I don't think that that ' s a correct 

3 charac terization to say the rationClle - - what ' s the 

4 rationale and then assume that t he commercial paper rate 

5 is paid to customers and overal l return is paid to the 

6 company . The Commission has a procedure , ~nd the 

7 commercial paper rate is paid to both the Company and 

8 the customer, depending on whether there is an over- or 

9 underrecovery . 

10 COMMISSIONER DEASON: Mr. McWhirter. 

11 MR. McWHIRTER: Is he objecting to the form of 

12 t he question, Your Honor? 

COMMISSIONER DEASON: I think he ' s objecting 

14 to your characterization within your question that there 

15 is somehow a different rate of interest paid to the 

16 company versus what is paid to the cu~tomers when t he r e 

17 is an over- or an underrecovery tor fuel purposes. 

18 

19 

MR . McWHIRTER: If there is -

COMMISSIONER DEASON: I understand your 

20 question; you're mixing fuel concepts here with base 

21 rate concepts . 

22 MR. McWHIRTER: Oranges and apples be i ng 

23 mixed. 

24 COMMISSIONER DEASON: Right . And perhaps you 

25 need to clarity your question, exactly what you' re 
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2 MR. McWHIRTER: I accept the objection and 

3 withdraw the question . 

4 Q (By Mr. McWhirter) Would it be fa ir to 

s assume, tor purposes of general illustration, at the 

6 present tiae your authorized return on base rates is 

7 somewhere between 9.5 and lOt? 

8 

9 

A 

Q 

I will assume that, subject to check. 

All right, air. Now, with respect to 

10 overrecoveries and underrecoveries, if there is an 

11 underrecovery, you charge the customers for that 

234 

12 underrecovery and you add a commercial paper ~ate to 

13 that a nd that currently is in the range of 6\; is that 

14 correct? 

15 

16 

A 

Q 

Ye s , that is correct . 

And if there is an overrecovery, you pay t ho 

17 c ustomers the commercial paper rate, which is in the 

10 r ate of 6t; is that correct? 

19 A Yes , it is. 

20 Q Now, can you explain to me the rationa l e as to 

21 why, for purposes of fuel underrecovery and fuel 

22 overrecovery 1 the commercial paper rate is used rather 

23 than the Company ' s authorized return? 

24 A Well, the commercial paper rate is used, first 

25 of all, bec ause tha t is what the Co~ission has 
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2 appropr iate to use that because we are dealing here 

3 you 've got two different rates because you 're dealing 

4 with two different types of coat . The f uel cost that 

5 goes through the t he cl l'\Use and ove,r- and 
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6 underrecoverios r epresent expenses. They do not affect 

7 the bottom line of FPL and, really, the c ommercial paper 

8 rate is meant to keep both the cuato•era and tl1e Company 

9 whole for this process . The overall rate of return is 

10 meant to allow the Company to recover the cost of 

11 financing the rate base of the Comp~ny, which i ncludes 

12 earning a !air return !or the stockholders who have m~de 

lJ an inves tment in equity. So they are two complet ely 

1 4 different issues . 

15 Q Would you summarize that a little bit tor me 

16 and explain once again -- you say this is an int erest 

17 rate on expenses, do I understand you to be saying that 

18 and, there fore, it should be l eas than the interest r ate 

19 on capital investment? 

20 A I guess what I 'm saying ia that the expenses 

21 are they are subject to an interest rate !or over-

22 and underrecoveries, which re!leota the current cost or 

23 money in the market , so that everybody ia held on an 

24 equal basis; whereas, the base coat , the capital cost of 

25 the Company ia -- to that is applie4 a ret urn which 
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1 reflects the cost to tbe company of providing that base, 

2 so it is an appropriate -- it's an appropriate rate and 

J an appropriate calculation for tha two different types 

4 of cost. 

5 Q What safequarda are in place, since you ' re 

6 dealing with projected rates , to ensure that Florida 

7 Power and Light doesn't always establish an overrecovery 

8 so it would be able to get low coat money for a short 

9 period of time? 

10 A Well, first of all, I don't think there's any 

11 incentive there tor FPL to overrecover bocause that 

12 commercial paper rate is ita low cost money, out that is 

13 intended to be, and really ia, you know, the rate, in 

14 essence what the Coapany would have to pay in the 

15 market . so PPL ia, I believe, truly indifferent. 

16 However , there are satequard• there to ensure that, you 

17 know, the -- you know that the ayst.em works. 

18 I mean the Comaiasion, when they established 

19 the fuel cost recovery process, recognized that there 

20 was going to be some volatility particularly due to tho 

21 fact that fuel price& will chAnge aver the course of the 

22 period . And in that there are the filing of monthly A 

23 Schedules so that the Comaisaion can monitor on o 

24 monthly basis what is happening. You know, the true-up 

25 provision itself with the interest paid for over- and 
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1 underrecoveries, and there ie what we call, you know, 

2 the midcourse correction process, where if we believe 
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3 that at any time the over- or underr~covery is going to 

4 be lOt or more of the total fuel coat for the period, we 

5 are to notify the Commis•ion and propose appropriate 

6 action to take. And that way I think both the Company 

7 and the customers are suitably protected in this 

8 process. 

9 Q The protectiona that are provided are 

10 regulatory protections in the fora of Commission 

11 oversight as opposed to market-oriented incentives for 

12 you not to -- is there any bueine•• reason why it would 

13 not be advantageous to you to get low cost short-teru 

14 money in this fashion rather than going to the bank? 

15 A Yes. We have a very good business reason 

16 right now in that our customers are telling us they 

17 don't want our rates to fluctuate. knd we're doing our 

18 best to come in with the most appropriate projection so 

19 we set the most appropriate price to avoid the over- and 

20 underrecoveries which cause swings in price from one 

21 period to the next . We're very sensitive to what our 

22 customers are telli ng us about needing to be able to 

23 budget tor, you know, their energy costa, and you know, 

24 obviously electricity, you know, is a big part of our 

25 customers ' energy cost and we•ro doing our beat to avoid 
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1 those fluctuation• tr:oa one per:io<l to the next. 

2 Q You ' re taailiar with the conaervation and oil 

3 back out and the environmental and capacity pe~s through 

4 dockets that are conaider ed conjointly with this 

5 proceeding. 

6 Did you have under:r:ecoveri•• in any or all of 

7 those other docketa? 

8 A I would have to go back and check those 

9 filings. 

10 KR. CHILDS: co .. iaeioner, I'm having some 

11 difficulty in underatandinq to what iauue thh line of 

12 questioning relatea. I realize that it's so10ewhat 

13 relaxed and I haven't objected to the line of 

14 questioning, but I do not undaratand it. 

15 As to rationale for the interest rate, 

16 etcetera, this is a matter that the Co1111ission addressed 

17 in detail when it firat establiahed the clause. And it 

18 made a selection and we have been using that for over 

19 ten years, and, therefore, I don't understand the line 

20 of questioning. 

21 COMMISSIONER D~ON: Mr. McWhirter, there's 

22 been an objection aade aa to the r•levancy of your 

23 questions and the question ae to which issue -- i f they 

24 are relevant, to which iseue they pertain. 

25 KR. McWHIRTER: Mr . Chairman, the issue i n 01 
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1 is -- there Are two issues: one 1• what i• tbe amount 

2 that the customer ahould be required to PAY tor the fuel 

3 cost recovery, and that amount of aoney inc orporates a 

4 variety ot component parte. 

5 One ot the component parts in the amount of 

6 thAt recovery is the int•r••t that ia paid to consumers 

7 for the overrecoveriea during the prior period. In this 

8 docket, and i n the other dockets Aa well, I think we' ll 

9 find that there are over- at~d underrecoveries, and it 

10 may work out perfectly satisfactory, but my concern is 

11 t hat whether or not it ' g yp to the Commission a lone to 

12 protect the consumers againat a hAbit and A cus tom of 

13 overrecoveriea, or whether there are aarket incentl~es 

14 in place thAt would encourage the Coapany not to 

15 overrecover !rom time to tiae . 

16 COHMISSION~R DEMON: I thorouqhly understand 

17 that, but my specific question is: Which issues in the 

18 Prehearing Order, which are being contested, do your 

19 questions relate? 

20 MR. McWHIRTER: It's a total amount of fue l 

21 cost foetor . Let me see it I can quickly find that 

22 issue . 

23 COMMISSIONER DEASON : Mr. McWhirter, that 

24 issue has been stipulated to the extent it is a fallout 

25 calculation. And to the extent there are other issues, 
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1 namely lOA, 10 B, lOC, 23A which result in a change in 

2 calculations, those would automatically bo factored into 

J the final determination. 

4 I need to know if your questions in your mind 

5 relate to one of the four issues, lOA, lOB, lOC or 2JA. 

6 HR . McWHIRTER: With respect to 10C there's an 

7 allegation that there will be a $65 million 

8 overrecovery, as I recall the allegation, from Florlrla 

9 Steel . And it that's the case, then at the end of the 

10 the term that $65 million will be refunded to the 

11 customers , the winter consumers of Florida Power a nd 

12 Light, and the question is when that is return~d, wi1 1 

1J there bo a neutral impact or will the interest charge 

14 placed upon that $65 million be less than the market 

15 rate of interest? 

16 COMMISSIONER DEASON: I'm going to ask you 

17 then to -- it your questions relate to 10C and the 

18 estimated gas prices, and whether those have been 

19 reasonably estimated, and if there's an impact with 

20 interest rates on that ••timation, I'm going to al low 

21 you to pursue your questio~. But I need -- your 

22 question is more directly related to the issue whic h is 

2J specifically identified as lOC. 

24 MR. McWHIRTER: All right, sir . 

25 COMMISSIONER DEASON: If this is all predic ate 
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1 leading to that, that's tine. But I'm going to ask you 

2 to try to make your point as quickly as possible . 

J Q (By Mr. McWhirter) Assuming !or purposes of 

4 my question, Mr. Birkett, that there is a $65 million 

5 overrecovery during the summer period, am I correct that 

6 t hat $65 million would ba refunded to the custo~ers who 

7 are your customers durinq the winter period? 

8 A Assuming that was the case, to which obv iously 

9 we disagree, yea, that would be recovered along with any 

10 other over- and undarrecoveries, you know, i n the 

11 following years. 

12 Q And that $65 million, assuming that it were an 

1J overrecovery, would bear interest at the then acti ve 

14 commercial paper rate? 

15 A 'lea, it would. 

16 Q Mr . Birkett, am I correct in assuming that 

17 your fuel costs that are being passed along duri ng th js 

18 period, are the lowest they have been in a number of 

19 periods? 

20 A I ' m not familiar with all of the detai ls o f 

21 the fuel cost that's in there, but I know we have been 

22 s eeing some reductions in fuel coats. 

2J Q I ' ll ask you this , subject to check, but it 

24 looks to me like the fuel coat that you're proposing in 

25 this period is probably l ower than it hae boon any timo 
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l in the last ten y•art. Is that a !air assumption or am 

2 I totally in error on that? 

3 MR . CHILDS: I ' m qoinq to object again. I 

4 don ' t see how this relates to the matters that are still 

5 at issue, or how it relates t o Mr . Birkett ' s direct 

6 testimony. 

7 COMMISSIONER DEASON: Mr . McWhtrter. 

8 MR. McWHIRTER : I will withdraw the question 

9 and that' s the last question I have . 

10 COMMISSIONER DEASON: Staff. 

11 CROSS EXAMINATION 

12 BY MS . BROWN: 

13 Q Mr. Birkett, you've been asked questions on 

14 two of the issues that are outstanding f or the 

15 Commission's decision today, lOA -- or throe actually, 

16 lOA, lOB and l OC . I just want to make it clear that 

17 we're goinq to ask the majority of our questions on lOA, 

18 but I have a couple of follow-up queations from some of 

19 the cross that you have bad with reapect to the other 

20 issues . 

21 A Okay. 

22 Q Firat of all, with reepeot to Issue lOB, whic h 

23 is, is it appropriate for Florida Power and Light 

24 Company to recover $274,502 tor modifications made to 

25 generating units through the fuel and purchased powe~ 
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1 coat recovery clou.e? You were asked questions about 

2 Ordor 14546, do you r emember that? 

3 A Yes , I do. 

24 3 

4 Q I think you s t ated to Mr . McWhirter, or maybe 

5 Hr. Howe Mr . McWhirter, I think, that you we r e 

6 relyinq on No . 10 on Paqe 5 ot thot order? 

7 A I believe that's what I aaid. Yes, I have the 

8 order before me . 

9 Q Do you? Would you t urn to Paqe 5, please, and 

10 do you see the paragraph i n the middle of tho page that 

11 begins right after the number "4" . Beqina "Whilo it 

12 is. " 

13 A Yes , I see that . 

14 Q Would you read that , please? 

15 A "While it is the Commission' s intent in this 

16 order to establish compr~enaiv• guidelines tor tho 

17 treatment of fossil fuel r e l ated coats , it is recognized 

18 that certain unanticipated costa may have boon 

19 overlooked . I! any utility incurs, or will incur, a 

20 fossil fuel related cost which vaa not addressed in this 

21 order and the utility ••~ to recover such costs 

22 through its fuel adjustment clause, the utility should 

23 present t estimony justifying such recovery in an 

24 appropriate fuel adjustment bearinq. " 

25 Q That ' s what you're doing here, isn't it? 
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Yes, it is . 

Is it your understanding, Mr. Birkett, that 

3 the methodology for calculating tho interest assoc iated 

4 with over- and underreeovery vas first established when 

5 the fuel clau•e itself vas established, around 1980 t o 

6 1981? 

7 

8 

A 

Q 

Yes, that ia my underatanding. 

All right. Now we ' ll switch to our questions 

9 on Issue lOA, "Is Florida Power and Light's proposed new 

10 methodology for allocating fuel coats to the various 

11 customer classes appropriate?" 

12 You •ve stated in your tes,timony that the 

13 proposed fuel allocation aetbodology reflects the fac t 

14 that each rate class does not comprise the same 

15 proportion of system kilowatt-hour sales in ever y hour 

16 but that the proportion changes from hour to hour; i s 

17 that correct? 

18 A Yes . 

19 Q I believe you also state in your testlmony 

20 that Florida Power and Light's proposed allocation o f 

21 fuel costs results in a more appropriate allocation o r 

22 cost between customer classes, correct? 

23 

24 

A 

Q 

Yes. 

When you apeak of allocating costa, you are 

25 referring to the allocation of fuel coats, correct ? 
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Yea, I u. 1 

2 

A 

Q You are not propoaing to change the allocatio~ 

3 of production plant costa at this time? 

4 A No, we are not . 

5 Q Yo~ state in your testimony that Florida Power 

6 and Light's fuel coats per kilowatt-hour wi l l inc r ease 

7 and decrease as the aystea load increases and decreases , 

8 correct? 

9 A Yes . Tbat•a the result of economic dispatch. 

10 Q Right By the tea "economic dispatch" you 

11 are referring to the principle of calling or dispatching 

12 the units that are the most economical first to s erve 

13 load; is that correct? 

14 A Yea, it is. 

15 Q And when you aay most economical, you are 

16 referring to the operating fuel coat associated with 

17 producing kilowatt-hours and not the capital costs of 

18 the generators producing those kilowatt-hours, correct? 

19 A Yes . We l ook at just the variable cost 

20 associated with just running that unit. 

21 

22 

Q 

A 

so the answer ia yea? 

Yes. 

23 Q Now, in your deposition, Mr. Birkett -- do you 

24 have that deposition with you by any chance? 

25 A No, I do not . 
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1 Q Ok~y. We only have one copy. Thank you 

2 Hr . Kaufmann. (Hands document to witness.) 

3 Q In that deposition, Mr. Dirkett, we 

4 established tbat there is a mix of generating units on 

5 Florida Power an~ Light's syate• that is designed to 

6 tultill ditterent n••~•, systea needs, at different 

7 times, correct? I can direct you to Page 9 of your 

8 deposition, Lines 15 through 18. 

9 

10 

A 

Q 

Yes . 

Now, we made a simple ~omparison in the 

11 deposition with respect to baaelood units and peaking 

12 units. 

13 You said in your deposition ~hat what are 

14 commonly called baseload units are designed to operate 

15 over more hours, and what are commonly called peaking 

16 units are not intende4 to operate in tho aamo manner; 

17 that correct? 

18 A Yes, that ' s what I said. Although you know 

19 and I recognize I think we struggled a bit over tet111s 

20 and ideas in the deposition, and since I think the 

is 

21 reason is that it ' s really an overly simplified view of 

22 what happens. 

23 

24 

Q 

A 

Would you explain that? 

I guess it is not uncommo·n for people to think 

25 that there are -- you knov, baseload units have high 
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1 capital coat and low fu•l cost relative to what are 

2 called peaking units, which, you know, are thought t o 

3 have low capital cost and high fuel costs . Now that at 

~ one point in time aigbt have been more c lear-cut , but 

5 that really doean •t fit today and it really i gnores 

6 some, I think, important factors s\lch as the fact that 

7 fuel costs do change over time and the r elative 

8 relationship of fuel costs . 

9 There are new technologies which real ly are 

10 dramatically changing what we think of as baseload units 

11 versus peaking unita . The units we built over tiMe , you 

12 know, will depreciate and, in fact, a unit t hat was 

13 built as a baseload unit may n~t function that way 

14 today. Just many factors which really make that less a 

15 distinction than it might have been before . 

16 Q That may make it lesa of ~ distinction in the 

17 future when you build new plant, correct? 

18 A I think it makes it less of a distinct ion 

19 today as well. 

20 Q But you did, in your deposition, agr ee 

2 1 generally that a basaload plant typically has higher 

22 capital costs but the fuel costs are cheaper, did you 

23 not? 

24 

25 

A 

Q 

Yes, I did. 

And you also agreed that a peaking plant costs 
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2 not? 

3 

4 

A 

Q 

Yes, I did. 

Okay. Now back to economic dispatch for a 

5 minute. Under economic dispatch, Florida Power and 

6 Light would typically generally dispatch the baseload 

7 unit first because it has lower fuel cost s, correct? 

8 A I guess that is correct, and that is the 

9 definition. I mean, you're defining baseload unit by 

24 8 

10 talking about its economic dispatch. A unit is baseload 

11 if it is dispatc.bed first. 

12 Q And it ia dispatched first because it has 

13 lower fuel costs, correct? Irrespective of the fact 

14 that it mr..y hfl'lve had higher capital costs , correct? 

15 A Yes, that ' s correct. We look simply at the 

16 variable cost when doing the dispatchi ng. 

17 Q And that is the same principle that you appl y 

18 when you dispatch peaker units as well, is it not? 

19 A Yes, all uni ts are dispatched that way . 

20 Q And peaker units are dispatched last because 

21 t.hey have higher fuel costs, correct? 

22 A Yes . I would agree that units with highe r 

23 fuel cost are dispatched leas. They may or may not be 

24 units which were initially designed and built to be 

25 peakers. 
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And they ere di•patcbed last irrespective of 

2 the fact that they had lower capital costs, corr~~t? 

That is correct, yes . 3 

4 

A 

Q Okay . So would it be fair to say t hat part of 

5 t .he reason why t'nere is even a need for economic 

6 dispatch is bec ause ot tb• •ix ot qenerati ng units on 

7 your system, baaeloada and peakers and intermedi ate? 

8 HR . CHILDS: •1ould you say that again, I'm 

9 sorry. 

10 Q Would i t be fair to say that part of the 

ll reason why there is even a need tor economic dispatch is 

12 because of the mix of generating units on Florida Power 

13 and Light's system? 

14 A I think I know what you're trying to say , 

15 Q Well, just answer the question. 

16 A The r eason tor: economic dispatc h is even 

17 within one type of unit there are differences in fuel 

18 costs, and we're trying to get the least expensive unit 

19 on any given time. And, you know, the units you 

20 d ispatch first are referred to as base load units. The 

~ 1 units that are dispatched only to serve or typically 

22 only to serve the peaks are referred to as peaking 

23 units. 

24 The link is between the variable cost of the 

25 units , not between the designation between base1oad and 
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1 peaking load units; that ' • where I ' a having the problem 

2 with what you are saying, that ' • all. 

3 Q Okay . Under Florida Power and Light'~ 

4 proposed fuel allocation •ethodoloqy, as I understand it 

5 a rate class that contributes more to the peaking system 

6 load periods vill be assigned relatively more fuel costs 

7 because Florida Power and Light is having to dispatch 

8 the peaking units or the leas economical units at t ha t 

9 time; is t hat correct? 

10 A Yes. every class is assigned costs based --

11 every class t hat is on in that hour will be assigned 

12 costs reflecting its proportion of the load in that 

13 hour. 

14 Q But relatively speaking, the classes that 

15 contribute more to the peak will be assigned relat ively 

16 more fuel costs . 

17 

18 

A 

Q 

Yea. FPL believes that •o appropriate. 

Now, tor a minate I want to discuss how 

19 production plant costa were allocated in Florida Power 

20 and Light ' s last full requirements rate case. 

21 With the exception ot certain piant costs 

22 associated with the St . Lucie nuclear units, nearly all 

23 of Florida Power and Light 's demand-related production 

24 plant coats were allocated using the 12 CP a nd 

25 one-thirteenth averag& demand aethod1 is that correct? 
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2 
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Q 
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Yes, it is. 

And isn't this also the method that is 

3 currently used to allocate coats to rate classes thro~;~ 

4 the capacity cost recovery clause? 

5 A Yes , tor that reason bacauae it is the method 

6 used in base rates . 

7 Q Under this method, would you agree that 

a approximately 92\ ot the plant costa that are allocated 

9 to - - are allocated to the class baaed on each class ' 

10 contribution to the 12 aonthly system peaks? 

11 A Yea, that ' s correct. 

12 Q Okay . Now, we 've been talking earlier about 

13 different types of generating units, and what I want to 

14 know is wh~n Florida Power and Liqht uses the 12 CP, 

15 one-thirteenth demand allocator to assign plant c ost 

16 responsibility to the rate classes, does it use the same 

17 allocator that is supplied to peaking plants, is that 

18 also applied to baseload plants? 

19 A Yes. Each claaa is assigned r esponsibili ty 

20 for al l of the plants baaed upon their contribution to 

21 our peaks. 

22 Q So in essence, sach rate class receives a 

23 portion of Florida Power and Light's peaking plant costs 

24 and a portion of the baaeload plant costs regardless of 

25 the fact that some claoaes contribute relatively more to 
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1 the higher load periods than to the lower load periods, 

2 correct? 

J 

4 one. 

5 

6 

MR. CHILDS: Wait a ainute . That's a long 

MS. BROWN: Do you vant •• to break it up? 

MR. CHILDS : Yeah. I'm not suro whetho~ it's 

7 an assumption or it ' s a preai .. in the first part of 

8 that question. 

9 Q (By Ms . Brown) In essence, does each rate 

10 class receive a portion ot Florida Power and Light ' s 

11 peaking plant costa and a portion ot baseload plant 

12 costs regardless ot whether they contribute relatively 

lJ more to higher load periods? 

14 A I don ' t know it I can answer that yes or no 

15 What I will say is we only look at the 12 monthly peaks 

16 when allocating those plant coats, ao they are allocated 

17 responsibility based upon their contribution to the 

18 peaks that cause the costs , and we don't take into 

19 account what they might do in the other hours for the 

20 allocation of the capacity coat. 

21 Q But you have agreed that you use the same 

22 allocator 

2 J A For all types of plant, a,ubject to the 

24 exception you discussed earlier. 

25 Q Right. so unlik~ this proposed fuel 
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1 allocation method that you ' re proposing today, which 

2 attempts to allocate tuel costa based on the class' 
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3 contribution to the system load in any given hour, the 

4 method used to allocate generating unit costs does not 

5 attempt to make the allocation on a hour-by-hour basis; 

6 is that correct? 

7 A Yes, properly s o. I think the two methods are 

8 consistent. 

9 Q Today, currently, al l customers pcy an average 

10 fuel factor; i s that correct? 

11 A Yes, all kilowatt-hours a re treated the s ame 

12 regardless o! when they are used. 

13 MS. BROWN: could we have just one secone , 

14 Commissioner, then I think we ' ll be about done. 

15 COMMISSIONER DEASON: Why don' t we go ahead 

16 and take ten minutes. 

17 

18 

19 

20 

MS. BROWN: Th&n.k you. 

(Brie! recess.) 

COMMISSIONER DEASON: call the hearing back to 

21 order. Ms . Brown . 

22 MS. BROWN: We have no further questions for 

23 Mr. Birkett. 

24 COMMISSIONER DEASON: Very well. 

25 Commissioners, question•? Redirect. 
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1 HR. CHILDS: Yes, I have some. 

2 REDIRECT EXAMINATION 

3 BY MR. CHILDS: 

4 Q Mr. Birkett, do you have a copy of the 

s Prahoaring Order before you? I want to refer t o Issue 

6 108, which is on Page 14. 

7 A I have a copy of that and have that in front 

a of me now . 

9 Q Would you look to the ata.tement ot the issue 

10 on the second line where the number $2,754,502 is 

11 identified? 

Yes . 12 

13 

A 

Q Is that an estiaated number in that the total 

14 costs are not yet final? 

15 A Yes, it is . 

16 Q You were asked a question by Staff to the 

17 effect of whether fuel costa increase and decrease a L 

19 load ihereases and decrease . Do you recall that 

19 

20 

21 

question? 

A 

Q 

Yes, I do. 

And I believe you answered yes. 

22 answering yes? 

23 A Yes. 

Do you recall 

24 Q Do you know whether the average cost ot fuel 

25 i ncreases as load increases? 
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Yes, that would follow, that as you bring more 

2 expensive units on line, because the load is going up, 

3 that those more expensive units would raise the average 

4 fuel cost in that hour. 

5 Q So then the total cost goes up as load goes 

6 up, the average goes up, and does the marginal cost of 

7 fuel go up as well, if you know? 

8 

9 

A 

Q 

Yes, it does. 

All right . As to the discussion about whether 

10 baseload units have higher capital costs and lower fuel 

11 costs with regard to peaking units, you were asked a 

12 number of questions in that area, do you recall thAm? 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

A 

Q 

Yes, sir, I do .• 

over time peaking units and base1oad units are 

depreciated, are they not? 

A Yes, tbey are. 

Q After some period of time it is possible for 

the remaining net investment in a baseload un i t to be 

substantial l y less than it was when it was first 

installed; is that correct? 

A Yes, that is correct. 

Q And when we talk about a base1oad unit having 

a higher capital cost than a peaking unit, is that true 

throughout the life of the unit? 

A No, it is not because of what you referred to 
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1 with the depreciation. 

2 Q You were asked questions about the allocation 

3 of capacity costs to customer classes. Do you know how 

4 nonfuel O&M costs for generating units are allocated to 

5 customer classes? 

6 

7 

8 

A 

Q 

A 

Are you referring to base rates? 

Yes, base rates. 

Yes. Using the methodology approved by the 

9 Commission they are allocat~d to each class on an 

10 avera9e basis just as fuel is now. And not only the 

11 time of use, unfortunately, but also whether they are 

12 coming from baseload or peaking units. 

13 Q Okay. You were asked a question by the ~taff 

14 of whether you would agree that 92~ of ~~e plant co~ts 

15 were allocated to customer olaaaea baaed upon the 

1 6 customer class contribution to the 12 monthly peaks . Do 

17 you recall that? 

18 A Yes, I do . 

19 Q Would it be correct then when you answer~d yes 

20 that you were talking about the capital cost as opposed 

2 1 to the nonfuel O&M cost? 

22 

23 

A 

Q 

Yes, that's correct. 

Now, as to the allocation of the capital cost, 

2 4 each customer class that baa demand at time of the peak 

25 which is used to measure allocation, is allocated 
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1 responsibility in ~ccor4~nc• with ita contribution to 

the peak? 

Yes • that ' s correct. 

2 

3 

4 

A 

Q That ' s a concept that this Commission has used 

5 for years, is it not? 

6 

7 

A 

Q 

yes, it has . 

All right. Nov, when that cost is allocated 

8 to each customer class, is it correct to conclude that 

9 it is an allocation of the coat.a ot each a nd every 

10 generating unit t hat the Company ha• operating at that 

11 time, whether pe~x or baaeload? 

12 A Yes, to the e.xtent it'• really just an 

1 3 allocation of the total cost, so , you knou, each unit 

14 isn ' t individ•lally allocated, we just take tile total 

15 cost and allocate it to the classes based upon their 

16 peak contribution . 

17 Q Okay. But the allocation is i n proportion to 

18 the class contribution to paak1 is that correct? 

19 A Yes, based on the tact that it is the peaks 

20 that cause us to build the plants in the first place. 

21 Q So hypothetically if a cl.asa contributed to 

22 65\ of the peak demand, then that class would be 

23 allocated 65\ ot the total capital cost tor production 

24 plant? 

25 A Yes, properly so. 
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1 Q Okay. And your total fuel cost ia h igher 

2 during time& o! peak that we juat covered? 

3 A Yes. 

4 Q And yet currently the fuel cost is allocated 

5 under the fuell adjuatment procedure on the basis of 

6 average; is that right? 

7 A Yes . That is the problelll we had with the 

8 current methodology, that it ignore• the !act that fuel 

9 costs do differ from one hour to the next, and treats 

10 all hour, all kilowatt-hour• the aame regardless o f the 

11 cost and the individual hour . And I think that i e 

12 contrary to tbe way that costa are incurred, and in some 

13 respects it might even be conaidered contrary to what 

14 the commissJon, you know, has done in the past wi th 

15 loc king at the PURPA tae-of-uae atandards in that it 

16 doesn ' t the methodology, while it wae Pimple, doesn ' t 

17 properly refl ect the way the costa are incurred. 

18 Each class is not equally responsible f or 

19 FPL's !uel coats in relationship to ita percentage of 

20 the sales over the aix-month period. A class could be 

21 70\ of the total lal•• !or tb• ~riod, but contribute 

22 much more to our peak houra than they do to the off-peak 

23 periods, and it ' s not appropriate, Ye believe, to charge 

24 them just that flat percentage of all fuel costs, when, 

25 in fac t, they cause ua to i ncur aor• of the more 
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1 expensive fuel coats than do other claaaea . 

2 Q Under the methodology tor allocati ng fuel 

3 costs that you are proposing, does that methodology 

4 include recognition of both peak hours and off-peak 

5 hours? 
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6 A Yes. The methodology includes recognition of 

7 every hour . It looks at each cla•• ' contribution and 

8 its propositional contribution to •very hour during the 

9 period, and allocates costs according to as a 

10 proportionate contribution to each hour, ao it properly 

11 reflects claaaea that contribute more to the high load 

12 hours and leas to the low load hours . 

13 Q And is it true that it does the reverse of 

14 that, too? In other words, that ir a class contributes 

15 relati vely more to the off-peak conau.ption than to the 

16 on- peak consumption, then that cla•a is to be charged 

17 l ess for fuel? 

18 A Yes . Those elaaaaa aa well, and in particular 

19 the clear example to me are the atroetlighting classes. 

20 They contribute far more to the least expensive hours on 

21 the system, the very late night hours, than they do to, 

22 you know the daytime hours , yet they are allocated 

23 based on an average on-peak/oft-peak aa wel l . I think 

24 the methodology -- that's the moat striking example, I 

25 guess, in what we•vo got i n that the aethodology 
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1 reflects that the atreatligbta are on primarily during 

2 the lowest cost period, and as a result they will see a 

3 reduction from current fuel tactora reflecting that. 

4 Q Do you know whether the method that you arA 

5 proposing for allocating fuel costa is inconsistent with 

6 the way generating plant costs Are Allocated to customer 

7 classes? 

8 A No . As I believe I told Ms. Brown , I think 

9 they are exac tly consistent. 

10 

11 

Q 

A 

All right. 

Both reflect the causati on of the cost , the 

12 baseload costs are allocated basad on each customer 

13 class • contribution to the peak loads that caus~ us t o 

14 build the plants. Wheraaa our proposal for fuel cost 

15 allocation looks at each class• contribution to each 

16 hour's cos t. 

17 Now, we build baseload - - excuse me, we buil d 

18 plants l ooking at peak loads, so it' s appropriate t o 

19 allocate those costs that way. We burn fuel based on 

20 the load in each hour, so it's more appropriate to l ook 

21 at the load in each hour wben allocating the fuel cost. 

22 MR. CHILDS: All right. ~hat ' s all I have . 

23 MR. McWHIRTER: Mr. Chairman, this i s a 

24 peculiar request, but in a sanae, ~ith respect to t h is 

25 issue, I'm on t he aa.e side as Florida Power and Light, 
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1 and I ' d like to have the opportunity to ask something 

2 that would be akin to a r edir ect , as opposed to standard 

3 cross examination, with r espect to t his one issue, lOA, 

4 and I ' ve just got a coupl e of questions. 

5 MS . BROWN : Mr. Chairman, t h is is unusual and 

6 staff objects to it. 

7 COMMISSIONER DEASON: I t h ink it is unusual 

8 and I ' m going to recognize the ob j ection and deny you 

9 that opportunity. 

10 MR . McWHIRTER: The question relates to 

11 questions t hat were raised by t he Staff that d id not 

12 come out on his direct . So I'• essentially fore~losed 

13 from asking t he ques tion. 

14 COMMISSIONER DEASON: That ' s cor rect. You are 

15 fo~eclosed. You could have present ed your own witness 

16 on this issue if you wished , and you then could have 

17 engaged in redir ect of your own witness . I ' m not going 

18 to allow you to engage in redirect of this witness. 

19 Exhibits. 

20 MR . CHILDS: Mr. Commissioner, I woul d move --

21 I either can move into evidence the exhibits that this 

22 witness is sponsoring on direct or I can walt until we 

23 get finished with direct and rebuttal and movo them all 

24 at one time . 

25 COMMISSIONER DF.ASON: I w•ould like to go ahead 
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1 and take care of thia witness• exhibits that have not 

2 already been admitted . 

3 MR. CHILDS: The exhibita t his wi tness is 

4 sponsoring on direct, I believe, are BTB-5 and BTB-6 . 

5 Let me get the code here . 

6 COMMISSIONER DSASON; I believe that' s 

7 Exhibits 12 and 13. 
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8 

9 

MR . CHILDS: I would move those into evidence. 

COMMISSIONER DEASON: Without objection, 

10 hearing none, Exhibits 12 and 13 are admitted. Could 

ll have man I believe you hllV9 An o~ibit you wish to move . 

12 (Exhibit Noa. 12 and 13 received in evidence . ) 

13 COMMISSIONER DEASON: Mr . Kaufman, I believe 

14 you have an exhibit that you wish to move; is that 

15 correct? 

16 

17 

MR . KAUFMANN: Yea . That would be Exhi bit 39. 

CO~SSIONER DEASON: Hearing no objection, 

18 Exhibit 39 is also admitted. 

19 (Exhibit No . 39 received in evidence .) 

20 COMMISSIONER DEASON: And. I believe with that 

21 all of the -- let me ask you this , Mr. Child'S , I have 

22 here that Exhibit 18 is being sponsored by Mr . Birkett 

23 as well. Is that correct ? 

24 

25 

MR. CHILDS : Tbat ia part of his rebuttal . 

COl~ISSIONER DEASON: That's r ebuttal. We ' l l 
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1 wait on that until the appropriate time. 

2 MS . BROWN: Comaiaaioner, it's probably not 

3 necessary but Staff would ask the Commission to take 

4 official notice of Order 14546 that we passed out 

5 earlier. 

6 COMMISSIONER DEASON! Yea. The commission 

7 will take official notice of ita own orders. 

8 Thank you, Mr . Birkett. 

9 MR . CHILDS: I call Mr. Silva. 

10 COMMISSIONER DEASON: While Hr . Silva is 
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ll coming to the stand, let me announc• we will be taking a 

12 lunch break today. We will be breaking at approximately 

13 11 : 30 and we will reconvene at 1:00 . 

14 - - -

15 RENE SILVA. 

16 was called a~ a witness on behalf ot Florida Power and 

17 Light company and, having been duly sworn, testified as 

18 follows : 

19 DIRECT EXAMINATION 

2 0 CROSS EXAMINATION 

21 BY MR . CHILDS; 

22 Q Would you state your name and address, please? 

23 A My name is Rene Silva. My address is 9250 

24 West Flagler street, Miami, Florida 33174. 

25 Q By whom are you employed and in what capacity? 
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By Florida Power and Light Company as Hanagor 

2 ot Forcaating and Regulatory Response in tho Power 

3 Generation Business Unit. 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

Q Mr. Silva, do you have before you a document 

entitled "Testimony ot Rene Silva, Docket 950001-EI, 

January 171 1995"? 

A Yea. 

Q Waa this prepared by you aa your direc t 

testimony for thb proceeding? 

A 

Q 

prepared 

control? 

A 

Q 

Yes . 

And were the doo\llllenta you are sponsoring 

by you or under your direction, supervision or 

Yea . 

Do you have any changes or corrections t o make 

16 to the testimony or the documents you are sponsor ing? 

17 

18 

19 

20 

A 

Q 

A 

No . 

Do you adopt this as your testimony? 

Yes. 

HR . CHILDS: Mr. Coamisaioner, I 'd ask that 

21 the prepared testimony ot Hr. Silva be inserted into the 

22 record as though read. 

23 COMMISSIONER DEASON: Without objection. It 

24 will be so insertod. 

25 
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8 

9 

10 

II 

12 

13 

14 

IS 

16 

17 

18 

19 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

FLORIDA POWER A LIGHT COMPANY 

TESTIMONY OFR. SILVA 

DOCKET NO. 940001-EI 

NOVEMBER 14, 1994 

Please ltlte your 'Damt aod baslaesa adclreu., 

, ! 

My name is R.c:oe Silva &Dd my business address is 9250 W. Aagler Street. 

Miami, Aorida 33174. 

Mr. Silva, would you pleue .tau your praeat podtion with Florida Power 

and Li1ht Compuy (FPL). 

I am the M&DIF of For• ••stina &Dd R.cp1aacry Rapoase for the Power 

Gc:neratioa Busi.oess Unit of FPL. 

Mr. SU~a, bne you previoudy had tadmooy pracokd ill thiJ docket? 

Yes, I have. 

Mr. Silva, what is tile purpoN or your teldmooy? 

The purpose of my tcstlmaay is to pRICIIl ~ pcrformaoce results for 

Equivalem .Availabiliry f~~CtCr (HAP) llld A venae Net Qperatina Heat Rate 

(ANOHR) for the twcmy 6ve (25) Wlita &aiCd to delamioc the {lcncnting 

lcrformaoce lncattive fac&or (OPJF) &Dd to 00111pn dlae acwal results to the 

t.ITJCU tba WU"C appO*r'Cid ill Cncwnlaa!on Order No. PSC-94-0390-f'OF-El, 

issued Apri14, 1994, fDr the period Apil, 1994 ~ Sept.cmber, 1994. Oo the 
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4 

s 

6 

7 

8 

9 

10 

II 

12 

13 

14 

IS 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q. 

A. 

Q. 

A. 

Q. 

A. 

r • 

basis of this <Xllllparisoll, I have etbdllcd 111 inceotive amount for the pc:nod 

Have you p~pared, or caused m have prepared tu:1der your di~ctioo, 

Jupervisioa or control, aa aJUbit la this proeeedill&? 

Y c:s, I have. lt coasists or ODC document P~&e 1 of that document is aa IJldex to 

the cootcnts or the document 

What is tbe incmtive amouat you have cala&laUd for the period April, 1994 

throuch September, 1994? 

I have c:alculllcd a GPIF reward ofS3,065,156. 

Will you please aplala bow* rewardaJDOUDt is calculated? 

The stc:ps involved in makiaa Ibis c:alc:Watior. ~ c:outainod m Document No I. 

Pqe l ofl>o!!DCI!I No. 1 is tbcGPIFR.eward/Palllty Table (Actual) aad ~ 

111 <Mnll GPIF pcrformaoccpoiatvalueol+J.7214wbicb ccrrcspoods to a GPIF 

reward of$3,06S, IS6. Pqo Jls tbc etlo•letian of the mvimum allowed i.ncc:nuvc 

dollars. Tbc cak?•lcioa of the I)'ICCIII ec:tu.al G PIF pcrfonaaace is shown oo page 

4. This pqelisu each uait, the performance iDdica10n (ANOHR and EAF}, the 

weighing fiClOn aad the usoc:illod GPIF points. 

PageS it the ICblll EAF aDd ldjUJtmmtJ IUIDIDII)'. This page tisu each of the 

twcuty five (25) GPIF UD!ta, the -=a! ou&a&e fM:ton aDd the lldUal EAf in 

ColumDS I through S. Colunm6 is tho ld.JUitmc:nl for plumed 0t11agc v111iati011, 

which is JbowD on pqo 6. ColumD 7 is tho ~ ec:tu.al EAf aDd Columa 8 

is the t.1rJCt EAF. Col1111111 9 onnotne the Owallliu& Pc:rfonaaacc lncawvc 
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s 

6 

7 

8 

9 

10 

II 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q. 

A. 

Q. 

A. 

,. ' 1 

Poinls for availability as dctt:rmiDcd &om the tables submitlal and approved by 

tbc COOl!7!itSim prior 1o tbc sun of tbc period.. Tbese tables 111: sho"'n oo pages 

81hrougb 32. 

Page 7 shows the adjustmcDis 1o ANOHR. For each of the IWCnty five (25) GPIF 

units, it shows the taraet beat rate Conmala, the ldUII):iet Qutput f actor (NO F) 

and the actual ANOHR in Cohi!I1S 1 tbrou&b 4. SiDoc beat rate varies with NOF, 

it is !lC'ttSS"Y 1o ddermiDc both the tataet llld ICtUII beat rates at tbc same NOF 

This adjustmc:ot is to provide I (Utbl..,., basis {or comparison purposes and is 

sbowu nwnerieally for each OPIF unit in Columns .S lhrougb 8. Colwnn 9 

cmtains tbc Gax:ratin& PerformiiiCC IDCCDtive Poinu that have been determinoo 

from the table submiucd for each unit and IPPfOVCd by tbc Commission These 

same tables are sbown 011 pap 8 througb 32. 

Are there IDY chan&cs to the tafldl approved by throueb Coruminicm 

Ordu No. PSC94-G390-FOF-EI ! 

No, the approved waeu have not chanpi. However, tbc actual availability 

(EAF) ofSL Lucie Unit No. 1 , used in the alm1etioo oftbe GPlF, was ldjustcd 

1o cxxnpmnte for the loa iD availability I'CIUlting from an exu:malJy caused 

natunJ CVCIIt durifta tM moath of Jtme, 1994. 

Call you describe thb atuDally eaued umral na~t ! 

Ya~ 0nJUDC 6, 1994 IIC:Va'C tbuadcnWnn ...,.,..,...icd by higb wiJid activity 

IUUdc the St. Lucie~ Pia lite. Tbe biab winds blew a piece of metal into 
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Q. 

A. 

{ 8 

the ttwfonnc:r of Unit No. I c:ausina a unit reactor trip . AJ a result. SL Lucie 

Unit I cxpencnccd 1 full forced outage SiDcc the evart was an unprcdict.able, 

natural dllturb&DCC, oeitha FPL oar the custcmcr abould be pa:~•hu:d for the 

raiUitma loa ln availability . Thcrdoro. the lou in availability diseetly caused by 

tho cxtrc:mc weather will be excluded &om the OPIF cakulatioo by adjusting the 

actual cquivalcm availability (EAP) ol St. I..udc Unit No I fOI' the April, 1994 

throuab Scplelllbcr, 1994 period. l.a additioo, the occurrmce will be excluded 

from calculatiocs performed to ddermiDc future availability targets fOI' St Lucie 

Unlt No. I. This apptoec:b is romist.c:at with the OPIF Operating Manual, section 

4.3. 

How waa tht adllal EAF or St. Ludt Uait No. 1 afl'ecttd by tht sevtre 

rtorm? 

The full forced outage bourl due directly to the IOYcrc stonn were removed from 

the tDCal cquivalcot fcncd outqe bourl (01' the April, 1994 throuah Scptcrr.bcr, 

1994 period. The period boon were also reduced by the number of full forecd 

OUia£C boln. The Adjuslcd Adua1 EAP was rcc:alculatcd with the adjusted out.age 

bours aDd paiod boon. The~ to St. Lucie Unit No. I is din:ct.ly relatul 

to &be impaa of &be ICYcrc ISCrm OD tbll uait. Pa&e 6 of 32 in Doaancot I shows 

the final adjwtcd EAF fOI' St Lucie tJnit No. 1. The cquivalcot forced ouLBgt: 

hours were reduced by 111.4 cquiVIIcu& hours from 2-48.2 cquivalcotllouriiO 

129.8 oquivalall bcuL The period bol.n were reduccd from 4391 OOurl 10 4273 

boun. The severe 1t.arm adjustznent c:baord the ICIUil E.AF from 92.3% to 

94 ... /o The DOI'IDAI ~far cl:i1ICraxa bctMICD tqct and actual pla!med 

outaac boun was DOt afllxtod because DO pllllllC!d outages had ocitha been 
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A. 

Q. 

A 

, , . 
sc:bcdulcd DCI' performed co St. Lucie Unit No. I during the April, 1994 Lhrough 

September, 1994 period. 

This mcebodology iJ coasi.tlall with that uacd for prior natural disturbMces Md 

diwtm Juch as Hurricane AJ!drew. 

Mr. SUva, will you uplaiD the primary reason or reuoos why FPL wiU be 

rewarded uadu the GPJF for tbe period April, 1994 throu&b SqJtembu, 

1994 ? 

Yes. lmprovc:mcots in Lbc availability of FPL's nuclear gc:nenting units 

auribulcd ID Lbc majority oftbc GPIF reward. The improvcmcot in the nuclear 

UDit availability at Ttft.cy Palm Units No. 3 and No. 4 ,and St. Lucie Units No. 

I and No. 2 c.ootribuled aianificaody 1D the GPIF reward. AdUitionally, 

availability pafcrmaoa: at the St. Jolms Unill I md 2 and 11 Schaer Unit 4 abo 

cootributcd ID FPL's reward. More dcuil is provided below. 

Mr. S.ilva, would you pleue AIIIIJU.rize tbc performao~ of FPL's nudear 

units availa bllity? 

Twby PoiDl Uoi13 opcni.Odataoadjusted aetual EAF of68.6% as eomparcd ID 

its tArget or 61.<>-!.. This will result in a+ 5.33 point reward which corresponds 

1D a GPIF reward ofS 31 1,672. 

Tu:rta:y Point Unit 4 opcriLOd 111111djUitod aetua1 BAF or 96.<>-!. as eomparcd 

ID ils urpl d93.~1 .. This willi'CIIC!tiD a+ LOO poiDl reward wbich CXlUespoods 

1D a GPIF reward of$649,700. 

St. Lucie Uait I opc:ra1Cd 11m adjuaed ecma1 BAF of94.1% as compand w iu 



2 

3 

4 

5 

6 

7 

8 

9 

10 

II 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q. 

A. 

. ., l' 

W'gl:t of93.4Yo. This will result in a +4.67 point reward which corresponds 10 o 

GPIF reward of$ 488,099. 

SL Lucie Unit 2 opcn1Cd lliD ldjusltd ldUII EAF of 82.1% as compared 10 its 

W'gl:tof70.3%. This will result in a +10.00 point reward which corresponds to 

a GPIF rewa:d of $1 ,179,477. 

The total GPIF reward Cor the D1IClcar umu' availability pcrlormancc is 

$2,628,948. 

Mr. SUva, plea.K aumm.arize the llUdear UDita pufol"''DDJJte u it relates to 

the ANOHR of the wsita. 

Turkey Point uuclear umt 3 opcri1Cd with 1D ldju.."ted actual ANOHf. of 111 31 

8 fUIKWH which wu poorer thm pro;cc:tcd by 45 BnJIKWH. This ANOHR 

is within± 75 BnJIKWH of the projcc:tcd tarFt, thcn:forc there u oo GPIF 

reward or penalty. 

Turkey Point auclear unit 4 opc:ntod with 1D ldjUilcd aetual ANOHR of 11220 

wilhiD ± 15 BnJIKWH ~cbc projcaod ta'pt. thcn:fore there is DO GPI.F reward 

orpcndty. 

St Lucie ouelcar umt 1 opcniOd with 111 ldjUitCd ldUII ANOHR of 10942 

811JIKWH ~was poorer tbiD projcc:tod by 96 BnJIKWH. This will result 

in I -10.00 poiDt pcoJlty wt:icb OOIICifl eede to I GPIF pcoalty of ($235,566). 
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Q. 

A. 

Q. 

A. 

St Lucie ouclw unit 2 opcrat.cd with an ldjusu:d ~~:tual ANOHR or 10902 

B nJIXWH which was poorer Ibm pc:;cacd by 106 BTU/KWH. 1lus will result 

in a -3.41 point pcoalty which COI I csponds to a GPIF penally of($58,891). 

The total pcoalty fa~" the oudc:alr units' beat Tile pcrfarmaoce i.s (S294,4S7). 

Mr. Silva, what will tbc tGeal GPIF ~e reward be for~ FPL au dear 

wnits for EAF and ANOHR'l' 

$2,334,491. 

Mr. Silva, would you ple&le auamarize the ptrf'ormuu of FPL'1 fouil 

u.niU? 

Fourteen (14) oftbc unitt pc:rformod bc:Ucr thaD their availability targcu, while 

the mnaining liMO m pc:r(armcd pooRr tbao their lltJCU. The combined fossil 

unit availability pcrformmcc will rau1t in a GP1F reward of$493,947. 

F.ivc (5) of the uaitt opcntcd with ANOHR'a that WCR bcucr thaD projcc:tcd and 

seveo (7) unitt opcntcd with ANOHR'a that WCR poan:r than projcc:tcd The 

ITJ!IIIining niDc (9) uaitJ \loU'C witbia tbc ± 15 BTU/KWH dead band and they will 

receive DO iDccmivc reward or pcoalty. Tbt combincd fostil unit heat n te 

performmcc will result in a GPIFmvlrd of$236,719. 

Tbc pcr(ar1DIDCC of the tWIIIIIy oac (21) Coail uaill i.Dc:llldcd in the GP IF for the 

period of Scptt:mba', 1994 tbrouab April, 1994 will RlCCivc a total combined 

GPIF reward of $730,666 far SAP IDd ANOHJt 
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Q. Mr. Silva, does t.bb coDdadc your teltimooy1 

2 A. Yes, it docs. 
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BEFORE THE PUBLIC SERVICE COMMISSION 

FLORIDA POWER & LIGHT COMPANY 

TESTIMONY OF R. SILVA 

DOCKET NO. 9!0001-El 

JANUARY 17,1995 

Please state your name and business addrus. 

My name is Rc:oe Silva and my busiDesJ address is 9250 W. Flagler Street, 

Miami, Florida 33174. 

Mr. Silva, would you pleue state your praa~t position with Florida 

Power and Li&)lt Company (FPL). 

I am the Manager of Forecastiog and Regu.latoty Response for the rOY.~r 

Generation Busi.ocss Unit ofFPL. 

Mr. Silva, have you previously bad testimony presented in this docket? 

Yes, J have. 

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

The purpose of my tcstimooy is to JmSClll the target unit average net 

operating heat rates and 1arget unit equjvalCZll availabilities for the period 

April, 1995 through September, 1995. for use in det.ennining the Generating 

Performance Inccmive Factor (GPIF). The improvement and degradation 

range for each performance iDclic:ator is a1Jo presented in this testimony. 

1 



Q. 

2 

J 

A. 

5 

6 

7 

8 

9 

10 

II 

12 

JJ 

14 Q. 

15 

16 A. 

17 

18 

19 

20 

21 Q. 

22 

23 A 

25 

. . .. 

Mr. Silva could you please s1111U!W'iu what the FPL system tar&eU are 

lor Equivalent Avaihbility Factor (EAF) and Avera&e Net Operatin& 

Hut Rate (ANOHR). 

FPL projects a weighted iyiUm cquivalelll planned outage f:\ctor of 2.0% 

and a weighted system c:quivalellt unplarmcd outage factor of 8.5% which 

yield a we;gbted system equivalent availability of 89.6%. FPL also projects 

a weighted system average oet operatill& beat rate of 9674 BTU/KWH. As 

discussed in more detail later in this testimoay, these targets reprC$a!t fiur 

and reasooable values wbeo compared to historical data. I therefore ask that 

the targeu for these petfunnance indicators and the respective 

improvementldcgradatioo riJiiCS in my lCStimony be approved by thr 

Commission for FPL. 

Have you ,prepared, or caused to have prepared under your direction, 

supervision or control, an uhibit iD t.biJ proceedin&? 

Yes, I have. It c:oo.sists of ooc doc:umcnt. Tbc first page of this document is 

an index to the contents of the doc:umcnt. All other pages are numbered 

according co the latest revisions of the OPIF Manual as approved by the 

Commissioo. 

Have you established tlrJd leveJJ of puf'ormance lor the units co be 

considered in establ.ishin& the GPJF for FPL '? 

Yes, I have. Doc:ument No. 1, pa,ses6 aod 7 cootai.o the info=tion 

summarizing the targets and ra~~ges for un:it equivalent availability and 

average net openting heal rates for tbc twenty (20) ae:nerating units wluch 
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8 Q. 
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10 A. 
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ll 

13 

15 

16 

17 

18 

19 

20 

21 

22 

23 

25 

FPL proposes to have coasidcrcd. These ahccts were prrpared in acc:ordance 

with the latest revisions of the GPIF Manual, ext.ept that, for consistency 

with previous GPIF filings, it is uccasary to divide the fonnat of Sheet 3.505 

of the GPIF Manual into twos~. All of these targets have been derived 

utilizing methodologies as adopted in Scc:tioo 4, Subsection 2.3 of the GPIF 

Manual. 

Please nunmariu FPL's metbodolol)' for clckrmini.o& equivalent 

availAbility t.uaeu? 

The OPIF Manual requires that the equivalent availability wgct for each unit 

be detennined as the difference between 100% and the sum of the Planned 

Outage Factor (POF) and the Unplanued 0utaae Factor (UOF). The POF 

for each unit is determined by the 1qtb of the planued OUlqC during the 

projcetcd period. Tbe GPIF Manual also requires that the sum of the most 

r=t twelve mooth eoding ~venge forced outage factor (FOF) and 

maintenance out.age fador (MOF) be used as the starting value for the 

determination of the target unplanoed outage fActor (UOF). The UOF is then 

adju.st.ed to reflect r=t moothly perfonnancc and kDown modifications or 

changes in equipmaJt 

For most units in the GPIF this adjustment is UJU&lly dooe for units wtuch 

hnd or are forecast to have planDcd OlJ!I&CI. Wbeo a unit is in a planned 

outage state the unit canoot iDcur m unplanDcd ouuae. For this reason. 

wbcn historical data, which oootaina a planned outaae, ia used for devcloprng 

wgtts, the UOF will be tower than if the unit bad operated the entire period 
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A 

Q. 

A. 

Q. 

A. 

To account for this, the his1orical UOF is iDaeased in proportion to the 

planned outage duration for that period. Similarly, if a unit is forecast to 

have a planned outage in tbe projec:Uoa period the adjusted historical UOF 

will be higher than it should because it will not be exposed to UDplannod 

outages for the entire period. In this case tbc UOF is reduced in proportion to 

the forecast planned outage duration. 

Mr. Silva. were the EAF tartetJ for the GPIF ualu determined win& the 

metbodoloa as described iD the GPIF ()puatill& Manual? 

Yes. 

How did you sded the uniu to be eoDJidered wbeD atablishiu& the GPif 

(or FPL? 

The twenty (2C) UDiu which FPL p1oposes to use rqlrcsalt the top 81 .06% 

<>f the forecast system net gcoentioa for tbe April, 199.5 through s..,tcmber, 

1995 period. These wUts were selected in accordiDce wilh the GPIF Manual 

Section 3 . I using the estimated net geoeratioo for c:acll unit taken from the 

production costi.og simulation program. POWRSYM. which forms the basis 

for the projected levelizcd fuel cost i'CCO\ICt)' flc:lor for the period. 

Mr. Silva. from the beat rate t&rJm ad equivalart availability rau&e 

projections, do FPL's 1f!Deratioa per{oi"DWWCIC t&rJds repraent a 

reasonable level of dficialcy? 

Yes. To fully appreciate wby these t&rJdS arc rt&SOO&ble, and in some cases 

ambitious, it would be nccasary to discuss 1bo development of both the he;~t 
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6 Q. 

7 A. 

7 ., 
' 

rate and availability targets for each of the nineteen uni:s in the GPIF. 

However, a less rigorous approadl of c:cmpariJ:Ia wcightcd system values of 

these targets to actual values for prior periods will provide a valuable insight 

into the appropnateness of the targets. 

Does this coacludc your testimony'! 

Yes, it does. 



BEFORE THB 11'IDR.IDA P'IJBLIC SBRVICB CXJNMTSSICN 

P'LORIIlA POWER fl LI<El' CXICPANY 

~ OF RINB SILVA 

1XXD'1 K>. 950001-EI 

I ,. 

1 Q Pl ... e • tate your D11111e IIDd addrea•. 
2 A. My narre is Rene Silva . My ~iness address is 

3 9250 w. Flagler Street, f-tiami, Florida 33174. 

4 

5 Q. By wban are you q>l~ aDd what is your 

6 position? 

7 A. I am enployed by Florida Power & Light ~ 

8 {FPL) as Manager of Forecasting and Regulatory 

9 Response in the Power Generation Business unit. 

10 

11 Q. Have you previOWily te.tified in thi• cSoclcet? 

12 A. Yes. 

13 

14 Q. Mlat is the purpo•• of your te.t.im:m:y? 

15 A. The purpose of my testirrony is to present and 

16 explain FPL' a projections for {1 ) dispatch costs 

17 of heavy fuel oil, light fuel oil, coal and 

18 natural gas, {2) availability of natural gas to 

1 9 FPL, {3) generating unit heat rates and 

l 
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1 availabilities, and (4 ) quanti t ies and costs of 

2 interchange and other power transactions. These 

3 projected values were used as i nput values to 

1 ~ in the calculati on of the proposed fuel 

5 cost recovery factor for the peri od .April 

6 through September, 1995. In addition, my 

7 testitrony pre sents and explains costs, included 

8 in the projected Fuel COSt Recovery Factor, 

9 associated with equipnent tCDdifications to sare 

1J of FPL' s generating units, necessary to allow 

11 these units to burn a rrore econanic grade of 

12 residual fuel oil and thereby achieve 

13 significant fuel cost savings f or its customers. 

14 

15 Q. 

16 

17 

18 A. 

19 

20 

Have you pxwpar.d or c• u•ed to be prepared under 

your II'UperViaion, direction and control an 

Rxhi hit in this prcceediDg? 

Yes, I have. It consists of pages 1 through 8 

of .Appendix I of this filing. 

21 Q . What are the key fa.ctora that could affect the 

22 price for ruidua1 fuel oil duri.Jlg tbe April 

23 tb.rougb Septarber, 1995 period? 

24 A. 

25 

The key factors are (1) demand for crude oil and 

petroleum products, (2) non-OPEC crude oil 

2 



1 supply, (3) the extent to which OPEC production 

2 matches actual demand for OPEC crude oil, and 

3 (4 ) the relationship between residual fuel oil 

4 and crude oil . 

5 

6 In general, world demand for crude oil and 

7 petroleum prcxiucts is projected to increase 

8 rroderately during 1995, driven by the continued 

9 recovery in Western Europe and Japan, plus the 

10 rapid econcmic growth in other countries in the 

11 Pac ific Rim. 

12 

13 on the supply side, total non-OPEC crude oil 

14 ~ly is projected to increase sli~tly during 

15 1995 due to high levels of production in t!'le 

16 North Sea and Colombia. 

17 

18 Regarding OPEC crude oil production. it is 

19 projected that in 1995 OPEC product ion will 

20 effectively match demand for OPEC crude oil. 

21 

22 It is projected that these factors will cause 

23 crude oil prices, and consequently heavy fuel 

24 oil prices, to increase moderately during 1995 . 

25 

3 
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1 Q. What is the proj ected relaticm8b:ip betwe en heavy 

2 fuel o il and crude oil price. duri:og the April 

3 through September 1 1995 pciod? 

4 A. Heavy fuel oil prices on the U. S. Gulf Coast 

5 are projected to be approximately 74\ of the 

6 price of West Texas I ntermediat e (WI'I) crude 

7 oil. 

8 

9 Q. Please provide FPL' s projeetica for the difrpatch 

10 cost of heavy fuel oil tor the April through 

11 September, 1995 period baaed ca WL ' • evaluation 

12 of the key factors disausaed abc::7wl. 

13 A. FPL' s projection for the dispatch cost of heavy 

14 fuel oil is provided on page 3 of Appendix I in 

15 dollars pPr barrel at each of the oil-fired 

16 plants. We project that during this period the 

17 dispatch cost of heavy fuel oil will range from 

18 $12 .67 to $14 . 92 per .barrel for 2 . 5\ sulfur 

~9 grade fuel oil, $12 . 95 to $15.80 per barrel for 

20 2 . 0\ sulfur grade fuel oil, $13.86 to $16.68 per 

21 barrel for 1. ot sulfur grade fuel oil, and frcrn 

22 $15. 09 to $17.51 per barrel for 0. 7\ sulfur 

23 grade fuel oil, approximately, (depending on the 

24 rronth and the delivery location) . 

25 
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1 Q. 'What are the key facton that could affect the 

2 pric e of light fuel oil? 

3 A. The key factors that affect the price of light 

4 fuel oil are similar to those described above 

5 for residual fuel oil. 'Iberefore, in general 

6 the market price of light fuel oil i s projected 

7 to increase rroderately during 1995. 

8 

9 Q. Please provide PPL'• projectiCD for the diopatch 

10 coat of light fuel oil for the period f:rc:m April 

11 through Sept~, 1995 bued on PPL'a 

J.2 evaluation of the key facton di•cusaed above. 

13 A. FPL' s projection f or the dispatch cost of lignt 

14 oil for each of the caroustion turbine and 

15 canbined cycle plants is shown on page 4 of 

16 Appendix I. We project that during thia period 

17 t he dispatch cost of light fuel oil will range 

18 fran $20 . 61 per barrel to $25 .10 per barrel for 

19 0 . 5% sulfur grade light fuel oil and fran $20. 62 

20 per barrel to $26 .48 per barrel for 0.3% sulfur 

21 grade light fuel oil, approximately, (depending 

22 on the rronth and delh"erY location) . 

23 

24 Q. 

25 

'Khat is the buia for I'PL • • p:rojecticms of the 

dispatch eo~~t of coal at the St. Jobn8 River 

5 



1 Powoer Park (S.JRPP)? 

2 A. 

3 

Th.e projected dispatch cost of coal at SJRPP i s 

based on FPL' s price projection of spot coal 

4 delivered t o SJRPP. 

5 

6 Although about 77\ of the coal purchased for 

7 SJRPP during the period will be under the tenns 

a of the three long-tenn coal supply contracts, 

9 since annual coal volurres delivered under these 

10 contracts are fixed on October 1st of the 

11 previous year, they do not a .ffect the daily 

~2 dispatch deci sion. The dispatch price of coal 

13 for SJRPP is based on the variable mtponent of 

14 the coal cost, the projected spot coal price . 

15 About: 23\ of coal purchased for SJRPP for the 

16 period will be spot coal. 

17 

18 Q. Please provide J'PL'• projection for the dispatch 

19 cost of coal for SJRPP for the April through 

20 Septanber, 1995 period. 

21 A. FPL ' s projected dispatch cost of coal a t SJRPP, 

22 shown on page 5 o f Appendix I, i s approximately 

23 $1.37 per million BIU, delivered to SJRPP. 

24 

25 Q . What ia the baaia for PPL'• projections of the 

6 



1 

2 

3 A. 

- cl 4 

dispat ch cost of coal at Scberc" unit 4 for the 

Apr il through September, 1995 period? 

FPL' s projected dispatch cost of coal at Scherer 

4 Unit 4 for the first two nonths of the period, 

5 is set equal to the projected m:mthly average 

6 cost of coal delivered t o the SCherer Plant. For 

7 the last four tronths of the pericxi, the dispatch 

8 cost is set equal to the projected tronthly spot 

9 price of coal, delivered to the Scherer Plant, 

10 since by June 1, 1 995 FPL will have the right to 

11 dispatch the Unit 4, following the final closing 

12 on the acquisition of Scherer Unit 4. 

13 Approximately 79\ of the coal purchaeed during 

14 the period is p rojected to be apot coal from the 

15 Powder River Basin. 'Ihe balance will be Eastern 

16 coal delivered under existing contracts. 

17 

18 Q. 

19 

20 

21 A. 

22 

Please provide J'PL'• projectica for the dispatch 

cost o f coal for SCherer unit 4 during the April 

through Sept.,..,.,.., 1995 period. 

FPL' s projected dispat ch cost o f coal at Scherer 

Unit 4, shown on page 5 of Appendix I, is $1.70 

23 per million B'IU for April and May, and $1.48 per 

24 million B'IU, for the last four tronths of the 

25 pericxi. 

7 



1 Q. 

2 

3 

4 A. 

5 

) ;: c: 

What are the factor8 that affect natural gas 

prices during the April through Septanber, 1995 

period? 

The key factors are (1) dcmestic natural gas 

demand and rupply, (2) foreign natural gas 

6 ii'TJX)rts and (3) heavy fuel oil prices. 

7 

8 In general, domestic demand for natural gas is 

9 projected to increase troderately during 1995 due 

10 primarily to increased usage f or electric 

11 generation. On the supply side, U.S. production 

12 of natural gas, storage availability and 

13 Canadian irrports are also projected to increase 

14 TT'Oderately. As indicated previously, heavy fuel 

15 oil pr~ces are projected to be sanewhat higher . 

16 

17 It is projected that these factors will result 

18 in 1995 average natural gas prices remaining 

19 essentially the same as 1994 average prices. 

20 

21 Q. What are the f.cton that affect the 

22 availability of D&tvral gu to WL during the 

23 April through s.pte her, 1995 period? 

24 A. The key factor s are (1) the projected capacity 

25 of natural gas transportation facilities into 

8 



1 Florida and (2) the projected natural gas demand 

2 in the State of Florida. 

3 

4 The capacity of natural gas transportation 

5 facilities into the State of Florida is 

6 projected to be 1,455,000 million BTU per day 

7 during the April through September I 1995 period. 

8 FPL' s total firm transportation capacity -.:ill 

9 rang«! frcm 480 1 000 million BTU per day t.o 

10 6301000 million BTU per day. 

11 

12 Total demand for natural gas in the State during 

13 the period is projected to be between 114051000 

14 million BTU per day and l, 305,000 !'rill ion B'IU 

15 per day I or frcm SO, 000 to 150, 000 million B'IU 

16 per day below the pipeline's maximum capaci~'l· 

17 This would make it possible for FPL to acquire 

18 additional gas. 

19 

20 Q. 

21 

22 

23 

24 A. 

25 

Please provide PPL'• projeatia~W for natural gas 

unit ~ta and avaihhility to I'PL tor the April 

through Sept...,..., 1995 period bued on PPL' e 

evaluation of! tbe•• factonl. 

FPL' s projections of delivered natural gas unit 

costs and availability are provided on page 6 of 

9 
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1 Appendix I. We project that during this period 

2 the system-weighted-average total cost of 

3 J"ldtural gas to the FPL system will range fran 

4 $2.31 to $2.78 per million BTU and the average 

5 total availability of natural gas to FPL will 

6 range fran 630,000 to 680,000 million B1t1 per 

7 day. 

8 

9 Q. Pleaae describe bow you have &rveloped the 

10 projected \Dlit AVV1198 Net ~ting Beat RAtes 

11 ebown oo Scbedul • JU of ..wcv'ix II • 

12 A. The projected Average Net Operating Heat Rates 

13 were developed using the actual rronthly Average 

14 Net Operating Heat Rates and the corresponding 

15 Net Qltput Factors fran the previous three 

16 years • April-through-September periods. The 

17 standard least squares regxession method was 

18 applied to the three years' data to derive a 

19 first order Average Net Operating Heat Rate 

20 equation. 

21 

22 An efficiency factcr, or heat rate multiplier, 

23 was then calculated for each unit. The 

24 efficiency factor ~resents the difference 

25 between the unit's measured heat rate and the 

10 



1 heat rate projected by the Average Net Operating 

2 Heat Rate equation. The TrOst recent unit 

3 dispatch heat rate eutves, trOdified by the 

4 unit's efficiency factors, were provided as 

5 input to ~he PCMRSYM trodel. 

6 

7 Q . Are you providing the outage facton projected 

8 for the period April t:hrough Sept41'1!ber, 1995? 

9 A. Yes. nris data is shown on page 7 of Appendix 

10 I. 

11 

12 Q. 

13 

14 A. 

15 

Bow were the outa;. factorll for this period 

developed? 

The unplanned outage factors were developed 

using the actual historical full and partial 

16 outage even t data for each of the units. The 

17 actual unplanned outage factor of each 

18 generating unit for the previous twelve -trOnth 

19 period was adjusted, as necessary, t o eliminate 

20 non-recurring events and recognize t he effect of 

21 planned outages to arrive at the projected 

22 factor for the April through September. 1995 

23 period. 

24 

25 Q. Please daac:ribe •igDificant planned outages for 

11 



1 

2 A. 

'8 9 

the April through Sept-Amber, 1995 period. 

Planned outages at our nuclear units are the 

3 rrost significant in rel a t ion to FUel Cost 

4 Recovery. 'I\lrkey Point unit No. 3 is scheduled 

5 to be out of service for refueling fran 

6 September 15, 1995 until November 7 , 1995 or 

7 fifteen days during the period. There are no 

8 other significant p lanned outage s during the 

9 projected period. 

10 

11 Q . Are any changea to PPL'• ~tion capacity 

12 planned during the April through Septerrbar, 1 995 

13 period? 

14 A. 

15 

16 Q. 

17 

18 

19 A. 

No. 

Please discuss the &LXIWQWD&L\U between P'PL and 

JEA regarding the St. Jolma River Power Park 

(SJ"RPP) • 

Under the terms of the contract , FPL owns 20\ of 

20 the units and has the right to schedule an 

21 additional 30\ of the capacity of the units fran 

22 JEA' s portion. The portion of energy scheduled 

23 by FPL related to FPL ' s 20\ ownership of the 

24 units is included in Fuel Cost Recovery 

25 Schedules as FPL generation, and the balance of 

12 



1 energy scheduled and related energy costs are 

2 included in FUel cost Recovery Schedules a s 

3 purchased {X)Wer. 

4 

5 Q. 

6 

7 

B A. 

9 

10 

Are you provicii.Dg the project.d interchange and 

purchased power t.raDActim• forecasted for 

April thrcugb Sept •cr, 1995? 

Yes . This data is shown on Schedules E6, E7, 

EB, and E9 of Appendix II of this filing. 

11 Q . In what typu of intercbange transactiODS does 

12 J'PL ecgage? 

13 A. FPL purchases interchange power frcxn others 

14 under several t ypes of interchange transactions 

15 which bave been p reviously described in t.hls 

16 docket: Emergency - SChedule A; Short Term Firm 

17 - Schedule B; Econany - Schedule C; Extended 

18 Econany - Schedule X; Opportunity Sales 

19 Schedule OS; UPS Replacement Energy - Schedule R 

20 and Econcxnic Energy Participation - Schedule EP. 

21 

22 For services provided by FPL to other utilities , 

23 FPL recently developed amended Interchange 

24 Service Schedules, including AF (Emergency) , BF 

25 (Scheduled Maintenance) , CF (Econcmy) , DF 

13 
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1 (OUtage) , and XF (Extended Econany) . These 

2 arrended schedules replace and oupersede existing 

3 Interchange Service Schedules A, B, c, D, and X 

4 for services provided by FPL. 

5 

6 Q. Does J'PL hav. aa:z··~ enta other than 

7 interchange agr...,..t8 for the purchase of 

8 electric power Cld eacgy ..mich are included in 

9 your p:rojectiOila? 

10 A. 

11 

12 

Yes. FPL purchases coal-by-wire electrical 

energy under the unit Po\oler Sales Agreetrents 

(UPS) with the Southern O::npanies . FPL has 

13 contracts to purchase nuclear energy under the 

14 St. Lucie Plant Nuclear Reliability Exchange 

15 Agre.::ment s with orlando Utilities Ccmn.ission 

16 (OUC) and Florida Municipal Po\oler Agency (FMPA) . 

17 FPL also purchases energy from JEA's portion of 

18 the SJRPP Units, as stated above. Additionally, 

19 FPL purchases enexgy and capacity frcm 

20 Qualifying Facilities under existing tariffs and 

21 contracts. 

22 

23 Q. 

24 

Please provide the projected ~ coats to be 

recovered through the I"LLal Oollt Recovery Clause 

25 for the power purchu .. xefC"xed to .WOV. during 

14 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

2 0 

21 

22 

23 

24 

25 

A. 

v 2 

the April through s.pt•••..-, 1995 period. 

under the UPS agreements FPL ' s capacity 

ent itlerrent durir¥3 the projected period i s 1 , 007 

MW fran April through May, 1995 and 916 MW fran 

June through Septerroer, 1995 . Based upon che 

alternate and supplerrental energy provisions of 

UPS, an availability factor of lOOt is applied 

to these capacity entitlerrents to proj ect energy 

purchases. The projected UPS energy (unit ) cost 

for this period, used as input t o PCMRSYM, is 

based on data provided by the Southern 

~ies. For the period, FPL pro jects t he 

purchase of 1, 775,782 t-MH of UPS Ene rgy at a 

cos t of $34,177,200. In addition, we project 

the p·..~rchase of 1, 794, 008 r+lH of UPS Replacement 

ene rgy (Schedule R) at a cost of $33 , 670 , 300. 

The total UPS Energy plus Schedule R projec t ions 

are presented on Schedule E7 of .Appendix II . 

Energy purchases fran the JFA-owned portion of 

t he St. Johns Rive.r Power Park generation a re 

projected to be 1,382,650 MWH for the peri od at 

an energy cost of $21 , 177,000 . FPL' s cost f or 

energy purchases under the St . Lucie Plant 

Reliabilit y Exch.an3e .Agreerrents is a f unction of 

15 



1 the operation of St. Lucie unit 2 and the f uel 

2 costs to the owners. For the period, we p rr:-ject 

3 purchases of 264, 893 t-MH at a cos t of 

4 $1, 322, 695. 'Ibese projections ar e shown on 

5 Schedule E7 of Appendix II . 

6 

7 In addition, as shown on Schedule E6 of Appendix 

8 II, we project that purchases fran ~lifying 

9 Facilities for the pe.riod will provide 2, 263, 095 

10 MWH at a cost to FPL of $38,925,070. 

11 

12 Q. 

13 

14 A. 

15 

16 

Bow ware C18r9Y c:a.t. related to purcbas.as frc:u. 

Qualifying ll'aciliti .. &rvalcped? 

For those contracts that entitle FPL to purchase 

"as-available" energy we used FPL's fuel price 

forecasts as inputs to the PCMRSYM trodel t o 

17 project FPL's avoided energy cost that i s used 

18 to set the price of these energy purchases each 

19 rronth. For those contracts that enabl e FPL t o 

20 purchase fhm capacity and energy, the 

21 applicable unit Energy Cost mechanism prescr ibed 

22 in the contract is used to projec t m:mt."".ly 

23 energy costs. 

24 

25 Q. Have you proj ected Schedul e A/» - Bmergency 

16 



1 Interchange Tranaacticaa? 

2 A. 

3 

No purchases or sales under Schedule A/AF have 

been projected since it is not practical to 

4 estimate emergency transactions. 

5 

6 Q. 

7 

8 A. 

9 

10 

11 

Have you projected SeMc!nl e B/ BH - Short- Tezm 

PUm Interchange TranActicm.? 

No ccmnittrent for such transactiona had been 

made when projections we.re developed. 

Therefore, we have estimated that no Schedule BF 

sales or S.::hedule B purchases would .be made in 

12 the projected period. 

13 

14 Q . Please c:Sucribe the m.tbod w.ec! to f orecast the 

15 Bcc:mcmy Tranaacticaa. 

16 A. The quantity of econany sales and purchase 

17 transactions are projected based upon historic 

18 transaction levels, corrected to rerrove non-

1 9 recurring factors . 

20 

21 Q. 

22 

23 A. 

Wbat are the forecut:ec! m~~CUDts and cos ts of 

Bconcmy ...:gy Klu? 

We have projected 319,365 MWH of Econcrny energy 

24 sales for the period. The projected fuel cost 

25 related to these sales is $7,001,445 . The 

17 



• ~ l., 

1 projected transaction revenue fran the sales is 

2 $91 754 I 583 . Eighty percent of the gai n for 

3 Schedule C is $2 1 202 1 510 and is credited t o our 

4 customers. 

5 

6 Q. 

7 

8 A. 

In what document are ~ fuel COIIbl of ecCiiDCIIJ}' 

eoergy sales tranaactioaw nported? 

Schedule E6 of Appendix II provides the total 

9 MWH of energy and total dollars for fuel 

10 adjustment. The sot of gain is also provided on 

11 Schedule E6 of Appendix II. 

12 

13 Q . Mlat are the forecuted. amounta and coa~s of 

14 Eccmcmy energy ~? 

15 A. 

16 

The costs of these purchases are shown on 

Schedule E9 of Appendix II . For the Apri 1 

17 through September, 1995 period FPL projects it 

18 will purchase a total of 1,378,029 MWH at a cost 

19 of $19,412,770. If generated, we estimate that 

20 this energy would cost $22, 287, 874 . Therefore I 

21 these purchases are projected to result in 

22 savings of $2,875,104. 

23 

24 Q. Mlat are the forecuted. amounts and cost of 

25 Cl.8J':'9Y being sold under the St. IAlcie Plant 

18 



1 Reli ability Exc~ Ag1eeent? 

2 A. 

3 

We project the sale of 262,154 MWH of energy at 

a cost of $1, 120,283 . 'lhese projections a.re 

4 shown on Schedule E6 of Appendix I I . 

5 

6 Q. Does I'PL have any othllr co.t. that are included 

7 in ita p1opoaed J'uel Clollt bcovary hctor? 

8 A. Yes. FPL is including in the proposed Fue l COst 

9 Recovery Factor the cost of i nplerrenting certain 

10 equi:prent m::x:iifications at sane of its 

11 generating facilities t o enable these facilities 

12 to operate using a less expensive grade of 

13 residual fuel oil. 

14 

15 Q . t4bich generatl.llg 'lmita will be modified and what 

16 ia the coat usociated w:l..th thue modifications? 

17 A. This information is provided in tabular form on 

18 page 8 of Appendix I which lists the generati ng 

19 units to be m::x:iified, a br ief description of the 

20 modification, the cost of the modification, the 

21 in-service date for each m::x:iification, and the 

22 total projected fuel cost savings to be 

23 realized. '!he total cost of the m:xii fications 

24 is estimated to be $2, 754, 502. FPL is expected 

25 to incur the entire cost of these modifications 

19 
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14 
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1€ 

17 

18 

19 

20 

21 

22 

23 

24 

25 

9 7 

by February 28 I 1995 . 

Q . What are the projected fuel eoet AVinge to be 

derived fran these moditicaticma? 

A. The projected fuel cost savings to be derived 

from these modifications are $8 ,384 ,671 during 

the April through Septent>er, 1 995 period, and 

$81 ,325,000 from 1995 to 1 999. 

Q. Are the generating tacilitiu to be modif i ed 

permitted to use the 1• .. epndve grade of 

residual fuel oil? 

A . Yes . The permits for these generating units 

presently a l low them t o use the less expensive 

higher sulfur grade of residual fuel oil . 

However, if the modificati ons were not made, 

there would have been t i mes w!len these units, 

when using the less expensive grade of residual 

fuel oil, could have exceeded the opacity limit 

inposed by the Enviroiirental Protection Agency. 

The modifications will reduce the opacity 

sufficiently to ensure that the c.pacity limit 

will not be exceeded at any time, and thus allow 

FPL t o use the less expensive grade of residual 

fuel oil. 

20 



1 Q . 

2 

3 A. 

4 

5 

6 

7 

8 

9 

Bas FPL made tbe1e or 1imilar moc:tificatians at 

ita other gcwrating \Dlita? 

No. FPL has not made these or any similar 

m:xlifications at any other generating unit. 

These modifications have only been made at the 

eight generating units listed on page 8 of 

Appendix I, and only for the express purpose of 

ensuring the continued use of the less expensive 

grade of residual fuel oil at those spec ific 

10 units. As indicated on page 8 of Appendix I, the 

11 m:xlifications began in 1994 and will be 

12 completed in early 1995. 

13 

14 Q. Woolc1 YOI.l pl ... • lr\lllllllrize your tu~ 

15 A. Yes. In my testinony I have presented FPL Is 

16 fuel price projections for the fuel cost 

1 7 recovery period of April through September, 

18 1995. In addition, I have presented FPL Is 

19 projections for generating unit heat rates and 

20 availabilities, and the quantities and costs of 

21 interchange and od1er {X)Wer transactions f or c.he 

22 same period. 'Ihese projectioos were based on 

23 the best information available t o FPL, and were 

24 used as inputs to POmSYM in develq>ing the 

25 projected F\.lel COst Recovery Fnctor for the 

21 



l 
1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

l3 

14 

15 

Q. 

A. 

April through Septerrber, 1995 period. 

I also have provided the cost of specific plant 

m:xiifications for several FPL generating 

facilities to enable them to use a less 

expensive grade of residual fuel oil and thereby 

achieve significant fuel cost savings f o r its 

custaners. nus cost has been included in the 

proposed FUel Q:>st Recovery Factor. 

Does this conclude your tutimoay? 

Yes, it does. 

22 
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MR. CHILDS: And would you now summarize your 

2 testimony, Mr. Silva? 

3 A Yea. 

4 My direct testimony presents and explains the 

5 basis for FPL' ~ projections for ita unit costa of heavy 

6 fuel oil, light fuel oil, natural gas and coa l used in 

7 FPL'a generating units in the period April through 

8 Septe.mber, 1995, as well aa 110nthly quanti ties of 

9 natural gas that will be available to FPL during that 

10 period; heat rates and availabilities of FPL' a 

11 generating units during that period, and quantit ies and 

12 costa of interchange and other power transactions . 

13 These projections were used in the calculation 

14 of the proposed fuel cost recovery factor for the period 

15 April through September ~995 . 

16 In addition, my direct testi~ony explains why 

17 equipment modifications, which in the aggregate cost an 

18 estimated $2.8 million, were implemented at eight of 

19 FPL'a generating units . 

20 The modifications were necessary tor FPL to 

21 r educe air emissions, opacity in particular, at these 

22 e ight generating units , and thereby allow FPL t o uso a 

23 more e conomic rate of fuel oil and then reduce ita 

24 cus t omers' fuel coats. These modifications were 

25 completed by the end of February 1995. 
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1 Projected t uel coat savings due to the use of 

2 the more economic grade ot heavy tuel oil made possible 

3 by these modifications amount to about $8.4 million 

4 during the April through September period, and 

5 $81.3 million through 1999. Since these modifications 

6 have been impl emented tor the specific purpose of 

7 reducing fuel costs, the cost ot the moditic~tions has 

8 been included i n FPL ' s pr oposed tual cost recovery 

9 factor through the April through September 1995 period. 

10 This concludes my summary . 

11 MR. CHILDS: We tender Mr . Silva. 

12 COMMISSIONER DEASON: Mr . Kaufmann. 

13 CROSS EXAMINATION 

14 BY HR. KAUf'MAlJN : 

15 

16 

Q 

A 

Good morning, Mr. Silva . 

Good morning. 

17 Q I ' m going to band out to the Co1D1Dission and to 

18 you a copy of your responses to Florida Steel's First 

19 set of Interrogatories, Interroqatory No . 1, otherwise 

20 known as Schedule A3, and I'd like you to take a look at 

21 that, please. 

22 COMMISSIONER DEASON: Do you wish to havo th is 

23 identitiod? 

24 MR . KAUFMANN: Marked tor identification for 

25 Exhibit No. 40 . 
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1 COMMISSIONER DEASON: Yea, it will be so 

2 identified . 

3 (Exhibit No . 40 marked for i dentification. ) 

4 BY MR . KAUFMANN: 

5 Q could you confir. that tneoe are FPL's A3 

6 schedules? 

7 A Yes . 

8 Q would you confir. tbat theoe are tor the last 

9 13 months, up to and i nc l uding J anuary 1994? 

10 COMMISSIONER KIESLING: Ms . Rush, you have to 

11 give one to the court report•r · She ' • trying to get 

12 your attention and didn ' t aake it . 

13 A Yes. They are the Al Schedules for January 

14 1994 through January 1995 . 

15 Q Now, on line No . 44 of each of those schedules 

l 6 is FPL's actual coet ot n~tural gas and estimated cost 

17 of natural gas for each month; is that correct? 

18 

19 

A 

Q 

Yes . 

would you take a look at tbeae aonth1y 

20 schedules, and looking 4t the current month column, 

21 which would be on the left aida of the page, cou1J you 

22 confirm that in each and avery month for the last lJ 

'3 months that FPL ' s actual coat of natural gas io less 

24 than FPL' s estimated cost of natural gas? (Pause) 

25 A Yes, sir . 
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So that there was never a time in the last 1 3 

2 months that FPL had not overestimated its cost of gas; 

3 is that correct? 

4 A There has neve r been a time when the actual 

5 cost ot gas bas been nver our projection . 

6 Q or eve.n equal too. 

7 A I beg your pardon? 

8 Q or even equ.al too. 

9 A or equal too . 

10 Q Again, referring to the same schedules, would 

11 you confirm that in all but three of the last 1 3 months 

12 FPL ' s actual cost of gas was at least 20t less than 

13 FPL ' s estim.ated cost of gas? 

1 4 MR . CHILDS: If you have the months, 

15 identified it might be easier to ask h im to do that . 

16 

17 thing. 

lS 

MR. KAUFMANN: I would have to do t h e same 

MR. CHILDS: You've got a percentage fiqur e 

19 and it ' s a long process. 

20 COMMISSIONER DEASON: The perce ntage number is 

21 the next colUIIll'l over in the docket. 

22 MR. CHILDS: I just tbought rather than 

23 thumbing through and counting whether you had three or 

24 not out of the 12 it might be easie,r. 

25 Q (By Mr . Kaufmann) If you would agree, subject 
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1 to check, i n all byt thr•• •onth• or the last 13 that 

2 FPL ' s actual cos t of gas was at least 20\ loss than 

3 FPL ' s estimated coat of gas. (Pau.e) 

4 A Yes . 

304 

5 Q And would you a lso confirm that FPL ' s ac~ual 

(i cost of gas was less than FPL's estiaate by as much as 

7 39\, and that was, I believe, for Sept ember 1994. 

8 (Pause) 

9 A Yes. 

10 Q Is it correct that the percentage differ ence 

ll that'G reported in this AJ sohedule, or these A3 

12 schedul es, is reflection as a percentage of the 

13 estimated cost of gas; in other words, the diffe r e.nce of 

14 the actual versus the estimated? 

15 A The percent difference is the difference as a 

16 percent of the estimated cost. 

1 7 Q Now, if you were to calculate the perc entage 

18 of overestimation or underestimation not usi ng the 

19 estimated cost but actually as a percentage of the 

20 actual cost , that percentage would even be greater; is 

21 that not true? 

22 

23 

A 

Q 

I expect . 

For example, if you look at the Septembe r 1994 

2 4 schedule where it ' s calculated that there is an 

25 overcollection for that month of 39.1\. 
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Yes. 

If we look at difference of . 9819 as a 

3 percent of the actual, would you aqree with me, s ub ject 

4 to check, that the estimated cost of gas e~ceeded the 

5 actual cost by 64\? 

6 A I h~:avo no woy of kl\owinq that without doinq 

7 the calculation . 

8 

9 

Q Is that a difficult calculation for you to do? 

MR . CHILDS : I'm going to object to the 

10 question unless there's some basis established t hat 

11 that ' s an appropriate way to do it. If you change the 

12 numerator in the calculation, you always get a different 

13 number. I mean i t' s --

1 4 COMMISSIONER DEASON: Th e·ro 1 a been an 

15 objection made. Do you caro to respond? 

16 MR . KAUFMANN: I don ' t know exactly what the 

17 basis of the objection is. If he can ' t do the math, 

18 perhaps we can do it another way . I think it's a 

19 relevant question having to d o with the cost of gas and 

20 t he amount of the collections . 

21 HR. CHILDS: My objection, Commissioner, went 

22 to objecting unless it ' s established that what he asked 

23 t he witness to do is an appropriate way to measure the 

24 percent c ha nge . 

25 COHMISSIONER DBASON: Do you understand the 
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1 basis of the objection? 

2 MR. KAUFMANN : I under stand. I '• just tryi ng 

3 to illustrate that thia number, thie percentage 

4 difference relative to the percentage difference if i t 

5 were measured against act ual coat is actually even a 

6 greater variance. 

7 COMMISSIONER DEASON: I understand the nature 

8 of the question, and I'm goi ng to overrule the 

9 objection. I don't think you have to lay a predicate to 

10 determi ne Whftt a porcontage figure ia in relation to 

11 another t igure , and t hose figures apeak for the.msel ves. 

12 You may proceed. 

lJ MR. KAUFMANN: Just to be clear --

14 COMMISSIONER DEASON: I ' • overruling the 

15 objection. You may proceed with your qu .. tion. 

16 Q (By Mr . Kaufmann) Mr . Silva, do you have in 

17 front of you the Appendix 3 that was filed in this case? 

18 A Yes . 

19 

20 

21 

Q 

A 

Q 

Would you take a look at Page 6 of Appendix 3. 

Yes. 

If you refer tG Note 6 on that page, based on 

22 your knowledge of fuel procureaent, doee the United 

23 State ' s supply of natural gas continue to be h i gher than 

24 the projections uaod when FPL ree•tiwated the cost of 

25 natural gas tor the period of Deceaber 1994 through 
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1 March 1995? 

2 

3 

A 

Q 

Yes . 

And is it also higher tha n the projections 

307 

4 used when FPL estimated the cost of natural gas for the 

5 period of April 1995 through Sopte~er of 199S for this 

6 filing? 

7 A I ' m sorry, could you repeat the question as i t 

8 related to this, to this statement on Page 6? 

9 Q 'l'he question refers to the estimates of United 

10 State's gas supply~ do they continue to be higher both 

11 for the prior period and the projected period than 

12 originally anticipated at the time you filed this 

13 testimony and appendix? 

14 A We believe that it is, yes. 

15 MR. KAUFMANN: Your indulgence, please. 

16 (Pause) 

17 MR. KAUFMANN : Mr. Silva and Commissioners, 

18 I ' m handing out documents wbioh I'd like to be marked as 

19 Exhibits 41 and 42 for identification. They are 

20 articles from the December 2nd -- not articles but pages 

21 from the December 2nd, 1994, and Karch 6th, 1995, Wall 

22 street Journal regarding futures prices for gas . 

2 3 COMMISSIONER DEASON: Okay, the February 2, 

24 ' 94 article will be identified as Exhibit 41. 

25 MR. KAUFMANN: Decel:lber 2 • 
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1 COMMISSIONER DEASON: 1 ' a aorry 1 DGcomber 2nd 

2 ' 94 will be identified a a Exhibit 41, and the March 

3 6th, ' 95, will be identified aa Exhibit 42. 

4 (Exhibit Nos. 41 and 42 aarked for 

5 identification.) 

6 MR. KAt1FMANN: Juat aa a utter tor 

7 clarification, tor the December 2nd page from the Wall 

8 Street Journal , that reflect• trading tor December 1st 

9 of 1994, and the March 6th page retlects prices tor 

10 March 3rd, in case there i s any confusion. 

11 Q (By Hr. Kaufmann) Hr. Silva, wou ld you please 

12 read t h e April settlement price tor KKBtu from 

13 Exhibit 41, and that would be on the second column from 

14 the left, about the bottom third ot the page. 

15 A Is t hia the December? 

16 

1 7 

Q 

A 

Th i s would be tor the D9cember lst, yes . 

I believe its $1.653 per KKBtu. I ' m sorry, 

18 that was January. 

19 Q For April, please. 

20 A 1 . 674 . 

21 Q Thank you. And looki ng ~t the same sot~lcment 

22 charge for gas again tor April as reported t or March 

2J Jrd, 1995 . 

24 A It is 1.448. 

25 Q Would you agree with me, aubjeot to check, 
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1 that is a 13' decrease in natural gas futures in the 

2 last three months? 

A Approximately, yes. 

309 

3 

4 COMMISSIONER DEASON: Hr. Kaufmann, when you 

5 get to a good breaking point, we 're going to rocoss to 

6 lunch. 

7 

8 

MR. KAUFMANN: This would be one . 

COMMI SSIONER DEASON: Well recess for lunch 

9 and reconvene at 1:00 p.m. 

10 (Thereupon, lunch recess was takon at 11:30 

11 a.m.) 

12 - - - - -

13 (Transcript continues in sequence in Volume 

1 4 3 • ) 

15 

16 

17 

18 

]9 

20 

21 

22 

23 

24 

25 
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