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2 

3 

P R 0 C E E D I N G S 

(Bearing convened at l0:43.m . ) 

COMMISSIONER DEASON: We'll go ahead and 

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

5 the notice read, please. 

6 MS. ERSTLING: This time and place was 

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

8 PUrchased Power Cost Recovery Clause and Generating 

~ Performance Incentive Factor. Docket No. 960002-EG, 

10 Conservation Cost Recovery Clause, uocket 

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

12 No. 960007-EI, Environmental Cost Recovery Clause on 

13 January 18, 1996. 

4 

14 COMMISSIONER DEASON: Than~ you. We'll take 

15 appearances. 

16 MR. STONE: Commissioners, I'm Jetfrey A. 

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

18 Pensacola, Florida 32576, representing Gulf Power 

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

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

21 with the Office of Public Counsel, appearing on behalf 

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

23 03, and 07 dockets. 

24 MS. KAUFMAN: Vicki Gordon Kaufman of the 

25 law firm McWhirter, Reeves, McGlothlin, Davidson , Riaf 
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1 and Bakas, 117 South Gadsen Street, Tallahassee 32301. 

2 I am appearing on behalf of the Florida Industrial 

3 Power Users Group in the 01, 02, and 07 dockets-

4 MS. ERSTLING: Sheila Erstling appearing for 

5 Staff in 960002 docket, and Sheila L. Erstling and 

6 Beth Culpepper appearing fol Staff in ~60003 docket. 

7 MS. JOHNSON: Vicki Johnson appearing for 

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

9 making an appearance in Docket 01. 

10 COMMISSIONER DEASON: Okay, tha~k you. 

11 Ms . Erstling, I understand that we have two dockets 

12 that have been completely stipulated. Is t11at 

13 correct? 

14 MS. ERSTLING: That's correct, Dockets 

15 960003 and 0007 have been fully stipulated. 

16 

17 

• • * • • 

COMMISSIONER DEASON: We will now proceed 

18 into the 07 docket. Likewise in the 07 docket, all 

19 issues have been stipulated and consistent with the 

20 stipulation and the discussion at the prehearing 

21 conference . The prefiled direct testimony of all 

22 witnesses as shown on Page 4 of that order will be 

23 inserted in the record as though read, correct? 

24 MS. JOHNSON: That's correct. Staff so 

25 moves that testimony and those exhibits. 

FLORIDA PUBLIC SERVICE COMMibSION 



l COMMISSIONER DEASON: And Staff moves the 

2 testimony of those witnesses. Show that that 

3 testimony will be inserted into th~ record as though 

4 read. And we need to identify the pretlled exhibits 

5 attached to that testimony. And those exhibits shown 

6 on Pages 11 and 12 of the Prehearing Order. Tnat 

7 wculd be Exhibit 1 through 5; is that correct? 

8 

9 

MS. JOHNSON : That i s correct. 

COMHISSIONER DEASON: Show that those 

10 exhibits will be identified as Exhibits 1 through 5 

11 and consistrnt with the stipulati~n. Those exhibits 

12 will be admitted into the record without objection. 

13 Into and the issues are numbered 1 through llC. 

14 (Exhibit Nos. 1 through llC marked f~r 

15 identification ar.d received in evidence.) 
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1 Q. 

2 A. 

3 

4 

5 a. 

6 A. 

7 

8 

9 a. 

10 A. 

11 

12 a. 

13 A 

14 

15 

BEFORE THE FLORJDA PUBLIC SERVICE COMMISSION 

FLORIDA POWER & LIGHT COMPANY 

TESTIMONY OF BARRY T. BIRKETT 

DOCKET NO. 950007-EI 

November 17, 1995 

Please Gtate your name and address. 

7 

My name is Barry T. Blr1<ett and my bustness address is 9250 West Fla~ler 

Street. Mtamt. Flonda. 33714 

By whom are you employed and In what capacity? 

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

of Rates and Tariff Administration. 

Have you previously testified In this docket? 

Yes, I have. 

What Ia the purpoae of your teatlmony? 

The purpose of my testimony IS to present for Comm1ss1on rev1ew and 

approval the Enwonmental Compliance Costs associated with our Envi· 

ronmental Compliance activities for the period Apnl 1995 through Septem· 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

::!3 

a. 

A. 

a. 

A 

ber1995 
8 

Have you prepared or caused to be prepared under your direction, 

supervision or control an exhibit In this proceeding? 

Yes, I have It consists of eight forms Form 42-1 A reflects the final true­

up to oo carried forward to the April 1996 - September 1996 period. Form 

42-2A cons1sts of the fina true.up calculation for the penod. Form 42-3A 

cons1sts of the calculatioi'l of the lntere~t Prov1s1on for the penod. Form 42· 

4A reflects the calculation of vanances between actual and projected costs 

for 0 & M ActiVIties, Form 42-SA presents a summary of actual monthly 

costs for the penod for 0 & M Activities. Form 42-6A reflects the calcula­

tion of vanances between actual and projected costs for Cap1tal Invest· 

ment Projects. Form 42-7A presents a summary of actual monthly costs 

for the penod for Capital Investment Projects and Form 42-8A cons1sts of 

the calculation of depree~at1on expense and retum on cap1tal mvestment 

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

testimony or exhibits In this proceeding? 

Umess otherw1c;e 1ndicated, the actual data 1s taken from the books and 

records of FPL The books and records are kept 1n the regular course of 

our business 1n accordance w1U1 generally accepted accounting principles 

and pract1ces. and provisions of the Uniform System of Accounts as 

prescribed by th1s CommiSSIOn 

2 



9 
1 a. What Is the actual true-up amount which FPL Is requesting for the 

2 Aprll1995 through September 1995 period? 

3 A FPL has calculated and is requestmg approval of an overrecovery of 

4 $316,672 as the actua. true-up amount for the penod 

5 

6 a. What Is the adjusted net true-up amount which FPL Is requesting for 

7 the Apr111995 through September 1995 period which Is to be carried 

8 over and reful"ded In the Apr111996 through September 1996 period? 

9 A FPL has calculated and is requesling approval of an overrecovery of 

10 $583,626 as the adJuSted net true-up amount for the penod The adjusted 

11 net true-up of an overrecovery of $583,626 IS the drtfP.rence between the 

12 actual true-up of an overrecovery of $316,672 and the estimated/actual 

13 true-up of an underrecovery of $266,954 approved by the Commrssron at 

14 the August 1995 heanng This is shown on Fonn 42-1A 

15 

16 a. Is this true-up calculation consistent with the true-up methodology 

17 used for the other cost recovery clauses? 

18 A Yes, it rs. The calculatron of the true-up amount follows the procedures 

19 established by thrs Commission as set forth on Commrssron Schedule A-2 

20 "Calculation of True-Up al"'d Interest Prov1s1ons" for the Fuel Cost Recov-

21 ery Clause. 

22 

23 a. Are all costs llated In Forms 42-4A through 42-7A attributable to 

3 
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Environmental Compliance projects approved by the Commlsalon? 

Yes they are 

How did actual expenditures for Aprtl1995 through September 1995 

compare with FPL'a project projections as presented In previous 

testimony and exhibits? 

Overall, costs were S485,7481ower than projected The largest variances 

were assoe~ated with the folloWing projects 

1. 

2. 

CONTINUOUS EMISSION MONITORING SYSTEMS- 0 & M 

Project expenditures were $66,236 less than projected This 

vanance was due pnmanly to slower than anticipated purchases of 

gases and spare parts 

CLEAN CLOSURE EQUIVALENCY DEMONSTRATION (CCED)­

O&M 

Project expenditures were $69,015 less than projected Th1s 

vananco is due to delays 1n the schedule caused by resource 

constraints and additional t1me requ1red for resolution of technical 

Issues being negotiated With the EPA In August 1995, all new 

CCED actJvrbes were suspended pendmg a final d&c1S10n from the 

4 
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4. 

5. 

1 1 

FDEP 1n response to FPL's request for RCRA status change 

Work cont1nued only on those activities which were near comple­

tiOn. such &s report preparation 

MAINTENANCE OF STATIONARY ABOVE GROUND FUEL 

STORAGE TANKS- 0 & M 

Project expenditures were $112,650 less than projected The 

vanance was due to dlanges in the timing of the work undertaken 

MAINTENANCE OF ST~TIONARY ABOVE GROUND FUEL 

STORAGE TANKS· SPILL ABATt:MENT 

Project expenditures were S41, 996 The scope of the program 

under the Enwonmental Cost Recovery Clause for maintenance 

of stationary above ground fuel stora!;e tank was amended 1n the 

last filing to the Public Serv1ce Comm1ss1on to mclude the clean up 

of fuel oil discharges. therefore a projeCtiOn was not avatlable 

dunng the last projection filing 

LOW LEVEL WASTE ACCESS FEES 

ProJect explndttures were $230,314 less than proJected This IS 

due to the continued progress made by FPL In reducmg the voiUJne 

of low level waste sh1pped and the reversal of the first and second 

quarter of 1995 accruals for Low Level Waste Regional Access 

Fees . 



1 

2 

3 

4 
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a. 
A. 

6. 

1 2 
RCRA CORRECTIVE ACTION - 0 & M 

Project expenditures were $82,844 less than proJected This 

vanance was duo to a reduction in work scope at the Putnam s1te 

(ie .• less contamrnated soil removal requrred than ongrnally esti­

mated) 

Does this conclude your testimony? 

Yes. it does. 

6 
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2 A. 
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5 Q. 

6 A 
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8 

9 Q. 

10 A 

11 

12 Q. 

13 A 

14 

15 

BEFORE THE FLORIDA PUBL1C SERVICE COMMISSION 

FLORIDA POWER & LIGHT COMPANY 

TESTIMONY C F BARRY T. BIRKETT 

DOCKET NO. 960007-EI 

JANUARY 22, 1996 

Please state your name and address. 

1 3 

My name is Barry i 81r1<ett and my busmess address IS 9250 West Flagl6r 

Str~et. M1am1, Flonda. 3371 4. 

By whom arc you employed and In what capacity? 

I am employed by Flonda Power & Ught Company {FPL) as the Manager 

of Rates and Tantf Admm1strat1on 

Have you previously testlrled In this docket? 

Yes. I have 

What Is the purpo se of your te&tlmony In this proceeding? 

The purpose of my test1mony 1:> to present for Commiss1on rev1ew and 

approval proposed Env1ronmental Cost Recovery Clause (ECRC) factors 

tor the .tl.pnl1996 through September 1996 btlhng penod 1ndud1ng the costs 
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to be recovered through the dause In addition. I am prt::;entJng the esbmc:t­

ed/actual costs for the October 1995 through March 1996 penod together 

wrth an explanat1or. of s1gn1ficant project vanances 

Is this filing by FPL in compliance with Order No. PSC-93-1580-FOF-EI, 

Issued in Docket No. 930661-EI? 

Yes. rt is The costs bemg subm1tted for recovery for the pro!ected penod 

are cons;stent w1th that order The costs reflected 1n the true-up amount 

are those approved for recovery by the Commission 1n Order No. PSC-95-

1051-FOF-EI dPted August 24, 1995. 

Have you prepared or caused to be prepared under your direction, 

supervision or control an exhibit In this proceeding? 

Yes I have It conSISt$ of fifteen forms Form 42-1 P summanzes the costs 

being presented for recovery at th1s 11me. Form 42-2P reflects the total 

junsd1ctional recoverable costs for O&M activities. Form 42-3P reflects the 

total junsd1c11onal recoverable costs for cap1tal1nvestment projects. Form 

42-4P cons1sts of the calculatiOn of depreciahon expense and return on 

cap1tal mvestment. Form 42-SP g1ves the descnptton and progress of 

env~ronmental compliance activ111e-; and projects to be recovered through 

the clause for the proJected penod Form 42-6P reflects the calculation of 

the energy and demand allocation percentages by rate class and 42-7P 

reflects the calculat,on of the ECRC factors In add1t1on Forms 42-1 E 
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Q. 

A 

Q. 

A 

a. 

A 

1 6 

Are all costs listed In Forms 42-1P through 42-7P attributable to 

Environmental Compliance projects previously approved by the 

Commission? 

Yes they are, With the exceptron of the St Lucre Piant Sea Turtle Barner 

Caprtal proJect reflected on Form 42-3P, line 1-16 Thrs new project Is dis­

cussed in the tesllmony of Will· am M Rerchel 

Please describe Fcrm 42-6P. 

Form 42-6P calculates the allocatron factors for demand and energy at 

generation . The demand allocat1on factors are calculated by determmrng 

the percentage each rate class contnbutes to the monthly system peaks 

The energy a~ocators are calculated by determrnrng the percentage each 

rate contributes to total kWh sales. as adJUSted for losses. for each rate 

crass 

Please describe Form 42-7P. 

Form 42-7P presents the calculatiOn of the proposed ECRC factors by rate 

class 

How do the estimated/actual project expenditures for October 1995 

through March 1996 period compare w tth the original projection? 

Form 42-4E shows that total O&M actrvrtres were $2,107,797 greater than 

proJected and Form 42-6E shows that total cap•tallnvestment prOJects were 
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$106,727 greater than projected The largest vanances were associated 

with the followmg projects. 

1. Air Operating Pennlt Fees • O&M 

Project expenditures are est1mated to be S109,780 lower than onginally 

projected This vanance is a result of higher usage than projected of FPL's 

combmed cycle plants bum1ng natural gas. which results m lower S02 

em1ss1ons and consequently lower a1r operating perm1t fees 

2. Continuous Emission Monitoring Systems • 0 & M 

Project expenditures are esttmated to be S158,421 greater than prev1ously 

projected Thts vanance is due to add11tona1 software reqUirements that 

were not origtnally anticipated 

3. Clean Closure Equivalency Demonstration (CCEO) • O&M 

Project expenditures are est1mated to be $95,875 lower than prev1ously 

projected Th1s vanance 1s due to terminat1on of the requirement Wor't< has 

continued only on those actiVItieS which were near completion. such as 

repon/pellbon preparallon for the St Luc1e Plant CCED and the repons on 

the thJrd and founh quaner groundwater sampling ac:.v1lies at the Cape 

Canaveral and Port Everglades Plants 

4. Maintenance of Stationary Above Ground Fuol Storage Tanks -
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1 9 

scheduled 

8. Continuous Emission Monitoring System (CEMS) -Capital 

Depreoabon and Return are estimated to be $82,495 greater than 

prev1ously proJected This vanance 1s due to late vendor activities and 

invo1ong delays which resulted 1n more AFUOC (Allowance for Funds Used 

During Construction) expend1tures than ong1nally proJected 

Does this conclude your testimony? 

Yes. it does 

7 
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BEFORE THE FLORIDA PUBUC SERVICE COMMISSION 

FLORIDA POWER & UGHT COMPANY 

TESTIMONY OF W. M. REICHEL 

DOCKET NO. 950007-EI 

JANUARY 22,1996 

a. Please state your name. 

A. 

a. 

A. 

a. 

A 

a. 

A. 

My name Is William M Reichel and MY business address IS 700 Un1verse 

Boulevard. Juno Beach, Florida 33408. 

By whom are you employed and In what capacity? 

I am employed by Florida Power & light Company (FPL) as the Manager of 

Operations Services In the Power Generation Business Unit. 

Have you previously testified In this dockot? 

Yes, I have. 

What Is the purpose of your testimony? 

The purpose of my testimony IS to submit for Commission revtew and approval a 

description of one new ~nvlronmental compliance activity, the St. Lucie Plant Turtle 

Net In addition, I am providing a project descrtptton, progress status and 

1 
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2 1 
projected expenditures for each environmental compliance act1v1!y. 

Please generally describe the scope of thls ..:ompllance actfvttv. 

FPL will be required to Install a new 5-lnch mesh barrier net in the intake canal of 

the St. Lucie power plant. This new l'let will supplement the existing 8-mch mesh 

barner net In the lnwke canal. The purpose of these nets IS to capture sea turtles 

that may become entrained in the ocean intake water for the cool ng of the plant 

to ensure that they are not drawn into the plant's cooling system ~nd where they 

could be killed or InJured. 

Can you describe the law or regulation requiring chis net? 

Sea turtles have been designated as ·endangered or threatened species· pursuant 

to the federal Endangered Species Act. Section 7 of the Endangered Species Act 

requires federal agencies to consult with either the Departmen: of the lntenor or 

the Department of Commerce to ensure that their actlvilles are not likely to 

jeopardize the continued existence of any endangered or threatened species. 

Over the history of the operation of FPL's St. Lucie nuclee• power plant. 

endangered or threatened sea turtles have been entrained In the ocean Intake 

water and confined by an 8-lnch mesh net erected In the intake canal. This 

confinement ensures that they are not drawn Into the plant's Intake wells where 

they may be Injured or killed. In this confined area. tha turtles are captured, 

tagged and then returned to the ocean. {The ex1stmg net was installed several 

years pnor to establishment of the Environmental Cost Recovery Clause.) Pnor 

2 
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A. 

22 
to 1991, the number of such captures was approximately 150 sea turtles per year. 

Smce that time the number has tncreased significantly to approximately 600-800 

turtles per year. Prompted by concern over the effects or continued plant 

operation on this large number of endangered species, and pursuant to the 

requirements of Section 7 of the Endangered Species Act, the Nuclear Regulatory 

Commission, as the permit-Issuing federal agency o;erseelng operation of the 

plant. requested a consultation from the National Marme Fisheries Service (NMFS) 

of the Department of Commerce. The NMFS has recommended that a new 5-mch 

mesh barrier net be erected and maintained on a penodlc basis, In addition to the 

existing 8-lnch mesh barrier net. The smaller mesh size of the new net will allow 

the capture of most o' the smaller-sized turtles that might pass through the ex1s11ng 

8-inch mesh net. The new net would be Installed In front of the existing net to 

reduce the area of the canal where capture operat1ons are performed. This should 

Increase the efficiency of that work and d&crease the amount of t1me turtles w111 be 

in the canal. The existing net will primarily be a back-up for the new net In tho 

event the new net needs to be lowered due to Incoming debris that may clog II. 

Th1s recommendation will be reflected as a new cond11ion in either the Nuclear 

Regulatory Commission's operating liCense for the planl or the Florida Departmenl 

of Environmental Protection's sea turtle handling permit. 

What are the projee1ed expenditures associated with this COI'Tipllance acUvity? 

Although there will be a requirement to Inspect the new net on a quarterly bas1s. 

along with the exiStmg net, and to clean and undertake repair or replacement as 

3 
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a. 

A. 

a. 

A. 

23 

necessary to ensure Its mtegrity, these O&M expentJitures are not expected to be 

incrementally significant beyond the current O&M costs for the exlstmg net. 

Capital expenditures are estimated to total approximately $600,000, 1ncludmg 

direct charges and overheads. The project was placed "In-service· on December 

28, 1995. 

Are you snonsorlng any exhibits? 

Yes, I am cosponsormg Appendix I which prov1des detailed Information concerning 

all the projects. 

Does this conclude your testimony? 

Yes, 11 does. 
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~ c. 
6 A. 

GULF POWER COMPANY 

Before the Florida Public Stlrvir,e Commission 

Prepared Direct Testimony of 

James 0. Vick 
Docket No. 950007-EI 

Date of Filing: November 17, 1995 

Please state your name and business address. 

24 

W.y name is James 0. Vlck and my business address is 500 Bayfront Parkway, 

1 Pensacola, Florida, 32501-0328. 

I) Q. By whom are you employed and in what capacity? 

IU A. I am employed by Gulf Power Company as the Supervisor of Environmental Affatrs. 

II 

12 Q . Mr. Vick, will you please describe your education and expenence? 

t> A. I graduated from Florida State University, Tallahassee, Florida in 1975 with a 

'" Bachelor of Science Degree in Marine Biology. I also hold a Bachelor's Degree in 

ts Civil Engineering from tho University of South Florida in Tampa, Florida. In addition, 

t6 I have a Masters of Science Degree in Management from Troy State University, 

t7 Pensacola, Florida. I joined Gulf Power Company in August 1978 as an Associate 

tx Engineer. 1 have since held various engineering positions such as Air Quality 

t•J Engtneer and Senior Environmental Licensing Engineer. In 1989, I assumed my 

~~~ present position as Supervisor of Environmental Affairs. 

21 

n a. What are your responsibilities v.ith Gulf Power Company? 

:!1 A. As Supervisor of Environmental Affairs. my primary responsibility is overseeing the 

2-1 activities of the Environmental Affairs section to ensure the Company is, and 

15 remains in, compliance wilh environmental laws and regulations, i.e., both existing 



25 
Docket No. 950007 -EI 

Witness: James 0. Vick 
Page2 

laws and such laws and regulations that may be enacted or amendea in the future. 

1 In performing this function, I have the responsibility for numerous environmental 

programs and projects. 

~ a. Are you the same James 0. Vick who has previously testified before this 

<> Commission on various environmental matters? 

1 A. res. 

K 

') a. What is the purpose of your testimony in this proceeding? 

IU A. The purpose of my testimony is to support Gulf Power Company's true--up penod 

11 ending September 30, 1995. In her testimony and schedules, Ms. Cranmer has 

12 identified the carrying costs (including depreciation expense and dismantlement 

1, costs) associated with environmental investment and the O&M expenses included in 

•·• the true-up period. I will discuss the pnrnary reasons for variances betweon the 

t5 projected and actual costs. 

lit 

11 a. 
IK 

l'J 

2U A. 

Please compare Gulfs environmental capital recoverable costs Included in the true­

up calculation for the period April through September 1995 with the approved 

project amounts. 

As reflected in Ms. Cranmer's Schedule 6A, the recoverable capital costs included 

21 in tho true-up calculation total $4,486,396, as compared to the estimated true-up 

22 amount of $4,518,671. This resulted in a variance of ($32,275). The variances in 

21 these projects/programs wore not significant and do not require further d.::ailod 

1-' explanation. 
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How do Gulfs actual O&M expenses compare to the amour)!S included in the 

estimated true-up? 

Ms. Cranmer's Schedule 4A reflects that Gulf Incurred a total of $979,244 in 

~ recoverable O&M expenses for the period as compared to the amount included in 

s the estimatod true-up of $1,495,644. This results in a variance of ($516,400). 1 will 

11 address the variances for eight O&M projects/programs. 

7 

R a. Please explain the variance in the Sulfur category (Line Item 1 ). 

') 1\. Expenses during the period totaled $8,578 resulting In a variance of ($15,422). This 

w variance was due to limited use of sulfur in the flue gas inj9ction system during the 

11 period. 

12 

11 Q. Please explain the variances in the General Air Quality and Emission Monitoring 

I-' categories (Line Items 2 and 3). 

15 
16 A. Two issues contributed to the majority of the variance In the General Air Quality 

11 program. First. the projected amounts for the air emission fees at Plant Daniel were 

tx based on anticipated revisions to the air emission fee structu1e by the State of 

19 Mississippi. These revisions ~id not occur resulting In a reduction in the projected 

.w fee amount by approximately $53,989. Second, a delay in the State of Florida 

21 obtairing Environmental Protection Agency approval of the Title V Air Permitting 

22 Program in conjunction with continurd changes in State Implementation processes 

~1 associated with Title v resulted in a majority of the projected costs not being 

2~ incurred as anticipated. The variance of ($14,781) in the Emission Monitoring 
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category is due to fewer Relative Accuracy Test Audits (RAT A) being performed 

2 during the recovery period. 

, a. Please explain the variance of ($177,809) in the General Water Quality (Line Item 4) 

o~ category. 

5 A. This project encountered delays in the required Florida Department of 

G Environmental Protection (FDEP) approval process. Tne issues with FDEP have 

1 sirtce been resolved, and the project Is now underway. 

') Q. Please explain the ($152,292) variance in the Groundwater Monitoring Investigation 

111 (Line Item 5). 

II /\. Lengthy negotiations wrth FDEP have delayed certain remediation activities 

12 associated with the project, resulting in the variance. These negotiations are on-

• 1 going, and a resolution is pending. 

J.j 

15 Q. 

17 A. 

Please explain the variance of ($7,834) in the NPDES Administration program (Line 

Item 6). 

Delays in implementing the delegated feoeral NPDES program resulted In the State 

111 of Florida having to pro-rate the NPDES Administration program fees. The 

t•J projected amounts were based on an estimate of annual program fees. 

.! 1 a. 
22 

~, A. 

Please explain the ($58, 793) variance In the Auditing/Assessment Program (Line 

Item 7). 

There were fewer audits/assessments performed during this period than originally 

2~ anticipated. 
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Please explain the variance of $10,534 in the General Solid and Hazardous Waste 

Program. 

The quantities of materials requiring disposal were greater than anticipated. 

Does this conclude your testimony? 

Yes. 



2 

3 

4 

5 Q. 

6 A. 

GULF POWER COMPANY 

Before the Florida Public Service Commission 

Prepared Direct Testimony of 

James 0. Vick 

Docket No. 950007 -EI 
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Please statu your name and business address. 

29 

My name Is James 0 . Vlck and my business address Is 500 Bayfront Parkway, 

1 Pensacola, Florida, 32501-0328. 

s. 

9 a. Oy whom are you employed and In what capPclty? 

10 A. I am employed by Gulf Power Company as the Supervisor of Environml'lntal Affairs. 

II 

12 a. Mr. Vick, will you please describe your education and experience? 

13 A. I graduated from Florida State University, Tallahassee, Florida in 1975 with a 

14 Bachelor of Science Degree in Marine Biology. I also hold a Bachelor's Degree in 

t5 Civil Engineering from the University of South Florida In Tampa, Florida. In addition. 

16 I have a Masters of Science Degree in Management from Troy State University, 

11 Pensacola, Florida. I joined Gulf Power Company in August 1978 as an Associate 

18 Engineer. I have since held various engineering positions such as Air Quality 

19 Engineer and Senior En,,ironmental Licensing Engineer. In 1989, I assumed my 

20 present position as Supervisor of Environmental Affairs. 

21 

n a. 
23 A. 

What are your responsibilities with Gulf Power Company? 

As Supervisor of Environmental Affairs, my primary responsibility is overseeing the 

24 activities of the Environmental Affairs section to ensure the Company Is, and 

2> remains In, compliance with environmental laws and regulations, I.e .. both existing 
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laws and such laws and regulations that may be enacted or amended in the future. 

2 In performing this function, I have the responsibility for numerous environmental 

3 programs and projects. 

4 

s Q . Are you the same James 0. Vic!. who has previously testified before this 

6 Commission on various environmental matters? 

1 A. Yes 

8 

9 Q. What Is the purpose of ycur testimony In this proceeding? 

10 A. The purpose of my testimony Is to support Gulf Power Company's true-up period 

11 ending September 30, 1995. In her testimo'1y and schedules, Ms. Cranmer has 

12 Identified the carrying costs (including depreciation expense and dismantlement 

13 costs) associated with environmental investment and the O&M expenses Included in 

14 the true-up period. I will discuss the primary reasons for variances between the 

IS projected and actual costs. 

17 Q. Please compare Gutrs environmental capital recoverable costs included In the true-

18 up calculation for the period April through September 1995 w1tn the approved 

19 project amounts. 

20 A. As reflected 111 Ms. Cranmer's Schedule 6A, the recoverable capital costs Included 

21 In the true-up calculation total $4.486.396, as compared to the estimated true-up 

22 amount of $4,518,671 . This resulted in a variance of ($32,275). The variances In 

23 these projects/programs were not significant and do not require further detailed 

24 explanation. 

25 
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How do Gulfs actual O&M expenses compare to the amounts Included In the 

estimated truo-up? 

Ms. Cranmer's Schedule 4A reflects that Gulf mcurred a total of $979,244 in 

4 recoverable O&M expenses for the period as compared to the amount Included in 

s the estimated true-up of $1,495,644. This results In a variance of ($516.400). l will 

c, address the variances for eight O&M projects/programs. 

7 

8 Q. Please explain the variance in the Sulfur category (Line Item 1}. 

9 A. Expenses during the period totaled $8,578 resulting In a variance of ($15,422}. This 

10 variance was due to limited use of sulfur In the flue gas Injection system during the 

II period. 

12 

13 Q . 

14 

IS A. 

Please explain the variances in the General Air Quality and Emission Monitoring 

categories (Une Items 2 and 3}. 

The Title V permitting process previously approved by this Commission has required 

16 less resources than Initially expected. This resulted in a variance of ($99,912) 

11 during the period. The variance of ($14,781) In the Emission Monitoring category is 

18 due to fewer Relative Accuracy Test Audits (RATA) being performed during the 

19 recovery period. 

20 

21 Q . Please explain the variance of ($177,809) In the General Water Quality (line Item 4) 

22 category. 

23 A. This project encountered delays in the required Florida Department of 

24 Environmer.tal Protection (FDEP) approval process. The Issues with FDEP have 

25 since been resolved, and the project Is now underway. 
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a. Please explain the ($152,292) variance In the Groundwater Monitoring InvestigatiOn 

2 (Une Item 5). 

3 A. Lengthy negotiations with FDEP have delayed certain remediation activities 

4 associated with the project. re~ ulting in the variance. These negotiations are on-

s going, and a resolution is pending. 

6 

7 a. Please explain the variance of {$7,834) In the NPDES Administration program {Line 

8 Item 6). 

9 A Delays in Implementing the delegated federal NPDES program resulted in the State 

10 of Florida having to pro-rate the NPDES Administration program fees. The 

II projected amounts were based on an estimate of a11nual program fees. 

12 

13 a. Please explain the ($58,793) variance in the Auditing/Assessment Program {Une 

14 Item 7). 

IS A. There were fewer audits/assessments performed during this period than originally 

16 anticipated. 

17 .. 
18 a. Please explain the variance of $10,534 In the General Solid and Hazardous Waste 

19 Program. 

20 A. The quantities of materials requiring disposal were greater than anticipated. 

21 

22 a. Does this conclude your testimony? 

23 A. Yes. 

24 

25 
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Please state your name and business address. 

My name Is James 0. Vlck and my business address is 500 Bayfront 

1 Parkway, Pensacola, Florida, 32501-0328. 

8 

9 Q. By whom era you employed and In what capacity? 

33 

10 A. I am employed by C:ulf Power Company as the Supervisor of Environmental 

II Affairs 

12 

13 Q. Mr. Vick, will you please describe your education and experience? 

14 A I graduated from Florida State University, Tallahassee, Florida, In 1975 with a 

1 s Bachelor of Science Degree in Marine Biology. I also hold a Bachelor's 

16 Degree in Civil Engineering from the University of South Florida in Tampa, 

11 Florida. In addition, I have a Masters of Science Degree in Management 

18 from Troy State University, Pensacola, Florida. I joined Gulf Powe• Company 

19 In August 1978 as an Associate Engineer. I have since held various 

20 engineering positions such as Air Quality Engineer and Senior Environmental 

21 Licensing Engineer. In 1990, I assumed my present position as Supt~rvlsor of 

22 Environmental Affairs. 

2) 

24 Q . What are your responsibilities with Gulf Power Company? 

25 A. As Supervisor of Environmental Affairs, my primary responsibility is 
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overseeing the activities of the Environmental Affairs section to ensure the 

2 Company is, and remains, 1n compliance with environment.,! laws and 

3 regulations, I.e., both existing laws and such laws and regula!ions that may 

4 be enacted or amended In the future. In performing this function, I have the 

5 responsibility for numerous environmental activities. 

6 

7 Q. Are you the same James 0. Vick. who has previously testified before this 

8 Commission on various environmental matters? 

9 A. Ye~. 

10 

II Q . 

12 A. 

What Is the pt.rpose of your testimony in th;s proceeding? 

The purpose of my testimony is to support Gulf Power Company's projection 

13 of environmental compliance amounts recoverabl~ through the 

14 Environmental Cost Recovery Clause (ECRC) for the period April1996 

15 through September 1996. I will discuss the amounts included in the 

16 projection period for those compliance activities previously approved by the 

11 Commission. 

18 

19 a. Mr. Vick, please Identify the capital projects Included In Gulrs ECRC 

20 calculations. 

21 A A listing of the environmental capital projects which have been Included In 

22 Gulfs ECRC calculations has been provided to Ms. Cranmer and Is included 

23 in Schedules 42-3P and 42-4P of her testimony. Schedule 42-4P reflects the 

24 expenditures and clearings currently projected for each of ths!>~ projects. 

25 These amounts were provided to Ms. Cranmer, who has compiled the 
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schedules and calculated the associated revenue requirements for our 

2 requested recovery. All the listed projects are associated with environmental 

3 compliance activities which have been previously approved for recovery 

4 through the ECRC by this Cor.1misslon in Docket No. 930613-EI and past 

s proceedings In this ongoing recovery docket. 

6 

1 a. Please compare the Environmental Operation and Maintenance (O&M) 

8 activities listed on Schedule 42-2P of Exhibit SOC-2 to the O&M activities 

9 approved for cost recovery In past ECRC dockets. 

10 A. The O&M activities listed on Schedule 42-2P have all been approved for 

11 recovery through the ECRC in past proceedings. These O&M activities are 

12 all on-going compliance activities and are grouped into four major categorles-

l l -Air Quality, Water Quality, Environmental Programs Administration, and 

14 Solid and Hazardous Waste. I will discuss each O&M activity within each of 

IS thes& major categories and the projected expenses later In my testimony. 

16 

11 a. 
18 A. 

What O&M activities are included In the Air Quality category? 

There are five O&M activities included in this category: 

19 The first. Sulfur (Line Item 1.1 ), reflects an ongoing operational 

20 expense a~ciated w:th the burning of low sulfur coal. This item refers to 

21 the flue gas sulfur Injection system needed to improve the collection 

22 efficiency of the Crist Unit 7 electrostatic precipitator and is required due to 

2J the burning of low sulfur coal at this unit pursuant to the sulfur dioxide 

24 requirements of the Clean Air Act Amendments (CAAA). The expenses 

2S projected for the recovery period total $11,496. 
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The second activity listed on Schedule 42-2P, Air Emission Fees (Line 

Item 1.2}, represents the expenses projected for the annual fees required by 

the CAAA The expenses projected for the •ecovery period total $154,000. 

The third activity listed on Schedule 42-2P, Title V Permits (Line Item 

1.3), represents projected experses associated with the preparation of Title '~.i 

permit applications and the subsequent Implementation of the Title V permits. 

The total estimated expense for the Title V Program during the recovery 

J:.eriod is $49,548. 

The fourth activity listed on Schedule 42-2P, Asbestos Fees (Line Item 

1.4), Is required to be paid to the Florida Department of Environmental 

Protection (FDEP) for the purpose of funding the State's ao;bestos removal 

program. The expenses projected for the recovery period total $2,496. 

The fifth activity listed on Schedule 42-2P, Emission Monitoring {Line 

Item 1.5), reflects an ongoing O&M expense associated with the new 

Continuous Emission Monitoring equlpm9nt (CEM) as required by the CAAA. 

These expenses are Incurred In response to the federal Environmental 

Protection Agency's (EPA) requirements that the Company perform Quality 

Assurance/Quality Control (QA/QC) testmg for the CEMs, Including Relative 

Accuracy Test Audits (RATA) and Linearity Tests. The expenses projected 

to occur during the recovery period for these activities total $151 ,602. 

What O&M activities are Included In Water Qua llty? 

General Water Quality (Line Item 1.6), Identified in Schedule 42-2P, includes 

Soil Contamination Studies, Dechlorination, Groundwater Monitoring Plan 

Revisions, Surface Water Studies, and Daniel Groundwater Monitoring. All 
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37 
the programs Included In Line Item 1.6, General Water Quality, have been 

approved In past proceedings. The expenses projected to occur during the 

recovery period for these activities total $408,246. 

The second activity listed In the Water Quality Category, Groundwater 

Contamination Investigation (Line Item 1.7), was previously approved for 

environmental cost recovery in Docket No. 930613-EI. This activity is 

projected to incur incremental expenses totaling $639,191 during the 

recovery period. 

Line Item 1.8, State NPDES Administration, was previously approved 

for recovery in the ECRC and reflects expenses associated with the filing of 

two permit applications. These expenses are expected to incur $15,000 

during the recovery period. 

Finally, Line Item 1.9, Lead and Copper Rule, was also previously 

approved for ECRC recovery and reflects sampling and analytical costs for 

lead and copper In drinking water. These expenses are expected to total 

$15,888 during the recovery period. 

What activities are included in the Erwironmental Affairs Administration 

Category? 

Only one O&M activity Is Included In this category on Schedule 42-2P {Une 

Item 1. 4 0) of my exhibit. This Line Item refers to the Company's 

Environmental AudiW\ssessment function. This program is an on-going 

compliance activity previously approved and is projected to incur ex~nses 

totaling $846 during the recovery period. 
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What O&M activities are included In the Solid and Hazardous Waste 

category? 

38 

Only one program, General Solid and Hazardous Waste {Une Item 1.11), is 

4 Included In the Solid and Hazardous Waste category on Schedule 42-2P. 

s This activity Involves the proper Identification, handling, storage, 

6 transportation and dis;>osal of solid and hazardous wastes as required by 

1 Federal and State regulations. This progran Is an on-going cNnpllance 

8 activity previously approved and Is projected to incur Incremental expenses 

9 totaling $88,062 during the recovery period. 

10 

II a. How did you derave the O&M expenses the Company Identified in 

12 Ms. Cranmer's exhibits for consideration In the Environmental Cost Recovery 

u Clause? 

14 A. We have based this Information on projected 1996 environmental expenses 

IS for the time frame of Apri11996 through September 1996. O&M expenses 

16 resulting from environmental compliance activities projected to occur from 

11 April1, 1996, through !he end of the recovery period on September 30, 1996, 

18 are listed on Schedule 42-2P. This information was provided to Ms. Cranmer 

19 for her to include In the calculation of the total revenue requirements. 

20 

21 a. For the period October 1995 through March 1996, are there significant 

22 variances In expenditures, and if so, please explain these variances. 

2). A. Yes. One category, General Water Quality, has an estimated budget 

24 variance for the covered period of $665,392. As discussed In my previous 

2.S testimony filed November 17, 1995, delays In project approval by the FDEP 
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resulted in project delays and consequently an under estimate In the April 

1995 through September 1995 recovery period. The FDEP approved the 

Smith Soil Contamination Remedial Action Plan (EWO 4377) in August 1995 

and the project was accelerated during the last quarter of 1995. This 

resulted In the variance in the General Water Quality category. All other 

activities are still estimated to fall within the previously approved projections. 

Does this conclude your testimony? 

Yes. 
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GULF POWER COMPANY 

Before the Florida Public Servj cc Comm1s~1on 
Dir~ct Tostimony o! 

Susan D. Cranmer 
Docket No. 950007-El 

Date o f Filing: November 17, 1995 

Please state your n~mc, business address and 

occupation . 

My name is Susan Cranmer. My business address 1s 500 

Bay!ront Pari<way, Pensacola, Florida 32501. I hold 

the position of Supervisor of Rate Serv1ces for Gulf 

Power Comp~ny. 

Please briefly describe your educacio~al background 

and bus1ness experience. 

I graduated from Wake Forest University in 

Winston-Salem, No rth Carolina in 1981 wi th a Bachelor 

of Science Degree in Business and from the University 

of Wes t Florida in 1982 with a Bachelor o! Arts Degree 

in Accounting. I ~m also a Certified Publ1c 

Accour.tant licensed in the State of F'lorjda. I Jotned 

Gulf Power Company in 1983 as a Financial Analysl.. 

have held various positions with Gulf including 

Computer tofodelinv hnalysc and scn1o:· nnancial 

Analyst. In 1991, I assumed the position of 
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Supervisor of Rate Serv1ce:s and presently serve 111 

that capacity. 

My responsibilities includa supervision of tariff 

administration, cost of service, calcula~ion o! cost 

recovery factors, and Lhe regulatory fil1ng function 

of the Rates and Regulatory Matters Department. 

Have you prepared an exhibit that contains 1niormat:on 

to which you will refer in your testimony? 

Yes, I havP.. 

Counsel: We ask that Ms. Cranmer's Exhibit 

consisting of eight schedules be roarked as 

Exhibit No. 1-/_(SDC-l). 

Are you familiar with the Environmental Cost Recovccy 

!ECR) True-up Calculation for the pctiod of April 1995 

through September 1995 set forth in your exh1bit:? 

Yes. These documents were prepared under my 

superv1s1on. 

Have you verified that to the best of your knowledge 

and belief that the intormation conta1ned 111 the~c 

documents is correct? 

Yes, I have. 
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\·lhat 1s the amount to be refunded or coL ectcd i!", U.e 

recovery period beginning October 199~? 

An amount to b'? refunded of $700,728 HilS calculated as 

shown on Schedule lA of my exhibit. 

How wa~ this amount calculated? 

The $700,728 was calculated by taking the difference 

1n the est1mated April 1995 through September 1995 

over-recovery of $522,197 as approved in Order No. 

PSC-95-1051-FOF-EI, dated Augus~ 24, 1995 and the 

actual over-recovery of $1,222,925, ~htch is the sum 

of lines 5, 6, and 10 on Schedule 2A. 

Please describe Schedules 2A and 3A of your exhib1t. 

Schedule 2A shows the calculation of the actual over-

recovery of environmental costs f~r the period April 

1995 through September 1995. Schedule 3A o f my 

exhibit is the calculation of the lnteresL provis1on 

on the over-recovery. This is the sa~e method of 

calculating interest that is used in the fuel Cost 

Recovery IFCR) and Purchasec Power Capacity Cost 

IPPCC) Recovery clauses . 
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Please describe Schedules 4A and SA of you r exhihlt. 

Schedule 4A compares thJ actual 0 & M expenses for the 

period with the 0 & M expenses included in the 

estimated true-up filed June 16, 1995. Schedule Sh 

shows the monthly 0 & M expenses by ac~1vity, al ong 

with the c&lculation of jurisdictional 0 & M expenses. 

Mr . Vick describes the main reasons for the variances 

1n 0 & M expenses in his true-up test1mony. 

Please dcJcribe Schedules 6A and 7/\ of your exhila:... 

Schedule 6A compares the actual carrying costs related 

to investment with the amount included in the 

estimated true-up filed June 16, 1995. The 

recoverable costs include the return on lnvestment, 

depreciation expense, dismantlement accrubl, property 

Lax, and cost of emission allowance~ associated w1th 

each environmental capital project for the teri od 

April 1995 through September 1995. Schedule 7/\ 

prov1des the monthly carry1ng costs assoc1ated with 

each project, along with the calculat1 on of the 

jurisdictional carrying costs. In his testimony, 

Mr. Vick describes the reasons for tlH~ mnjor Vlll'illncc:; 

in recoverDble costs related to environmcntdl 

1nvestment, lf any. 



1 Q. 

2 A. 

3 

4 

4 4 
Vor.ket: No. 950<• 1 '-F I 

Witness: Susan D. Cranme: 
Page S 

Please describe Schedule SA of your exhibit. 

Schedule SA provides the monthly calculation o: ~he 

recoverable costs as3ociatcd with each capital 

project. As I stated earlier, these cosls 1nclunc 

5 return on 1nvestment, depreciation expense , 

6 dismantlement accrual, property tax, and the cost o: 

7 emission allowances. Pages 1 through 15 of 

s Schedule SA show the investment and assoclalcd cos~s 

9 related to capital pro jects , while page 16 shows the 

10 investment and costs related to em1ssion allowancf' . 

11 

12 Q. M~. Cranmer, docs this conclude your testimony? 

13 A. Yes, it docs. 
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GULF POW£R COMPANY 

Before the florida Public Service Comm1ssion 
Direct Tevtimony of 

Susan D. Cranmer 
Docket No. 960007-EI 

Date of F1ling: January 22, 1996 

Please state your name, business address and 

occupation . 

45 

My name is Susan Cranmer. My bus1ncss oddtess is 500 

Bayfront Parkway, ~ensacola, Florida 32501. l holu 

the position of Supervisor of Rate Services for Gulf 

Power Company. 

Pl0ase briefly describe your educational background 

and business experience. 

I graduated !rom Wake Forest University in 

Winston-Salem, North Carolina in 1981 with a Bachelor 

of Sc1encc Degree 1n Business and from the University 

of West Florida in 198?. Wlth a Bachelor or Arts Degree 

in Account1ng. 1 am also a Certified rubllc 

Accountant licensed in the State of Flor1da . I joined 

Gulf Power Company in 1983 as a Flnancial Analyst. I 

llave held vanous positions with Gulf including 

Computer Modeling Analyst and Senter Financial 

Analyst. In 1991, I assumed the position of 

Supervisor of Rate Services and present.:ly serve in 
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that capacity . 

My responsibilities include supervision of tariff 

administration , cost of service, calculation of cost 

recovery factors, and the rt!gulatory f i llni.J funct:lor: 

of the Rates and Regulatory Matters Department . 

Have you prcv1ously filed testimony before th1s 

Commission in connection with Gulf ' s Environmental 

Cost Recovery Cla~se IECRC)? 

Yes, I have. 

What is the purpose of your testimony? 

The purpose of my testimony is to present both thu 

calculation of the revenue requi r ements and the 

development of ~he environmental cost recovery factors 

for the period April 1996 through Sep tembe r 1996 . 

Have you prepared an exhtbit t;hat conta1ns infcrmat i.on 

to which you will refer in your testimony? 

Ycos, I have . My exhibit consists or 1!.> schedules , 

cuch of which were prepared under my direction, 

supervision, or rev1c~ . 

Counsel: We asY. that Ms. Cranmer ' s Exh i b i t consisting 

of 15 schedules be ma r ked as Exhibit 

No. _..5___ (SDC-2 l . 
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What environmental costs is Gulf requesting for 

recovery through lhe Environmental cost Recovery 

Clause? 

As discussed in the test1mony o! J. 0. Vick, Gulf is 

~ requesting recovery for certain environmental 

~ compliance operating expenses and capital costs that 

7 are consistent with both the decision of the 

8 Commission in Docket No. 930613-EI and with past 

proceedirgs iu this ongoing recovery docket. The 

1 0 Cf)Sl:s we have identified for recovery through the ECRC 

1 I are not currently being recovered through base races 

12 or any other recovery mechanism . 

13 

1•1 0 . What has Gulf calculated as the total true-up to be 

1~ appl1ed in ~he period April 1996 through September. 

1996? 

17 A. The total true-up for this period is a decrease of 

18 $30,760 . This includes a final true-up over-recovery 

19 of $700,728 for the period Apri 1 1995 through 

September l995 as shown on line 3 of Schedule 42-lP. 

21 It also includes an estimated under-re~overy of 

22 $669,968 tor the per1od October 1995 through ~arch 

23 1996, as shown on line 2 of Schedule 42-1P. The 

2<1 detailed calculations supportlOfJ the estimated true-up 

?.5 are contained 1n Schedules 42-lE through 42-8E. 
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How was the amount of 0 & M e xpenses to be ~ecovered 

through the ~CRC calculotcd? 

Hr. Vick has provlded me with projected recoverable 

0 & M expenses for Apr il 1996 through September 1996. 

Schedule 42-2P of my exhibit shows the calculatio~ of 

the recoverable 0 & M expenses broken down between the 

demand-rela ted and energy-related expenses. Als, , 

Schedule '12-~F provides the appropr1ato jurisdicL1onal 

factors and amounts related to these expenses . All 

o & M expense::; associated with compliance w1 th the 

Clean Air i\Ct Amendments of 1990 were considered to b~ 

energy-related , consistent with Comm15~1on Order No . 

PSC-94-0044-FOF-EI. The remaining expenses were 

broken down between demand and energy consistent with 

Gulf 's last ap~roved cost-of-service methodology in 

Docket No. 891345-EI . 

Please describe Schedules 4?.-JP and 42-4P of yuur 

exhibit. 

Schedule 42-3P summar izes the monthly recoverable 

revenue requirements associated with each capital 

i nvestment . Schedule 42-4P shows the deta1led 

calculation ot the revenue requirements ossociated 

with each investment . These schedules also include 

the calculation of the JUrlsdictional amount of 
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recoverable revenue requirements . Mr . Vick has 

provided me with the expendicures and clear~ngs 

related to each capital prvject and Mr. Gilchrjst has 

provided me with the monthly costs of em:ssion 

allowdnces . From that information, I calculated 

plant-in-s~rvlce and Construction Work In Progress-Non 

Interest Bearing (CWIP-NIB) . Depreciation and 

dismantlement expense and the associated accumulated 

depreciat~on bal~nces were calculated based on Gul1 ' s 

latest approved depreciation rates and dismantlement 

acc ruals. The capital projects identified for 

recovery through ~he ECRC arc those environffiental 

pro)ecLs wh1ch are not included in the approved 

projected 1990 test year on which present base rates 

were set. 

17 Q. How was the amount of Property Taxes to be recovered 

16 Lhrough ~he ECRC derived? 

19 A. Property taxes were calculated by applying the 

appl~cable t Dx rate to taxable investment. In 

21 Flo rida , pollution control facilities are taxed based 

only on thc11 salvage value. For the recGverable 

2..l envi ronmental investment locat~d in Florida, the 

24 amount of proper t y taxes 1s estimated to be SO . In 

MlSSlssipp!, there is no such reduction in property 
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taxes for pollution control facilities. Therefor~, 

property taxes relater! to rP.coverable cnvlronmental 

1nvestment at Plant Daniel are calculated by applyinq 

the applicable mtllage rate to the assessed value ot 

the properly. 

What capital structure and return on equity were used 

to develop the rate of return used to calculate the 

revenue rcqutrements? 

The rete of return used is ~ascd on Gulf's capital 

structure as approved in Gulf ' s :ast rate case, Docket 

No . 891345-El, Order No. 23573, dated October 3, 1990 . 

This rate o! return incorporates a re urn on equity of 

12.0· as approved by Comm1ssion Order No. PSC-93-0771-

fOF-EI, dated May 20, 1993. The use of this rate of 

return for the cal~ulaltoD of revenue requirements tor 

the ECRC was approved by Lhe Commission in Order No. 

PSC-94-0044-rOF-EI dated January 12, 1994 i n Docket 

No. 930613-El. 

!!ow was the breakdown b~?tween demand-related and 

enetgy-relatcd investment costs determined? 

Tnc lnvestment-rclilted costs associated w1th 

compliance w1th the Clean Air Act Amendments of 1990 

ICAAA) were cons1dered to be energy-related, consls-
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tent with Commission Order No . PSC- 94-0044-FOF-EI, 

dated January 12, 1994 tn Docket No. 930613-EI . fhe 

remaining investment-related costs of environmental 

compliance not associated WJLh the CAAA were allocated 

12/lJth based on demand and !/13th based on energy, 

consistent with Gulf ' s last cost-ot-seivice study . 

Th~ calculation of th1s breakdown is shown on 

Schedule 42-4P ~nd summarized on Schedule 42-JP. 

What i~ the total amount of project~d rccovcrabl~ 

costs related to the period April 1996 through 

September 1996'? 

The total projected jurisdictional recoverable co~Ls 

for the pP.riod Aprll 1996 through September 1996 arc 

$5,665,823 as st.own on line 1c of Schedule 42-lP. 

This includes costs related to 0 & M activities of 

$1,481,786 and costs related to capital projects of 

$·1, 384, 037 as shown on l l n~"s la and lb o f Schedu le 

•12-1 p. 

21 Q. What is the total recoverable revenue requ i rement and 

how was it allocated to e~ch rate class? 

2: A. The total rccoverdble revenue requirement including 

revenue taxes is $5,928,949 as shown on l1ne ~of 

Sc hedule 42-lP. This tncludes the rccovcrnble costs 
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related to the project1on period and the total true-up 

cost to be refunded . Schedule 42-lP also summurizes 

the energy and demand components of the requested 

revenue requirement. I dllocated these amounts tc 

rate class us1ng the appropriate energy and 

de~and allocators as shown on Schedule 42-GP a~d 

42-7P. 

How were the allocation factors calculated for use in 

the ~nvironmental Cost kcc~very Clause? 

The demand allocat1on factors us~d in the 

Environmental Cost Recovery Clause were calculated 

using the 1993 load data !iled with the Commission 1n 

accordance with FPSC Rule 25-6.0437 . The energy 

allocation factors were calculated based on projected 

~AH sales for the per1od Hpril 199£ through Septc=ber 

1996 adjusted for losses. The calculation of the 

allocation factors 1s sho;..:n in columns 1 through 9 on 

Sched~;le 4~-6?. 

How were thcs~ factors applted to allocate the 

requested recovery a~ou.1t properly to tne rate 

classes? 

As I described carl1er in my tcstimon~, Schedule 42-lP 

summarizes ~he cn~rgy and demand portions of the total 
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requested revenue requiremen~. The energy-related 

r~coverable revenue requtrcmcnt of $3,475,296 for the 

p~rtod Aprll 1996 through ~eptember 1996 wa~ allocat~d 

us1ng t.:hc energy allocator, as shown in column 3 on 

Schedule 42-7P. The dcmand-r.el~ted recoverable 

revenue requirement of $2,453,653 for the period Aprtl 

1996 through September 1996 was alloc~ted us1ng ~he 

demand allocator, as shown in column 4 on Schedule 42-

7P. The energy-related and demand-related rccovcr.~hlc 

revenue requirements are added together to dcrJve the 

total amount assigned to each rate class, as shown 1n 

column 5. 

'IJhat 1s the monthly amount related to environmental 

costs recovered through this factor that will be 

included on~ residential customer ' s bill for 1,000 

kwh? 

The environmental costs recovered through the clause 

from the residential customer who uses 1,000 kwh will 

be ~1 . 36 monthly for the period April 19Y6 through 

September 1996. 

When does Gulf propose to collect these new 

cnvaronmental cost recovery charges? 
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These factors w1ll apply to April 1996 through 

September 1996 billings beg1nning with Cycle 1 meter 

readings scheduled on Marc!. 29 , 1996 and cnd1ng o,dLh 

meter readings scheduled on September 26, 1996. 

Ms. Cranmer , docs this conclude your testimony? 

Yes, it does . 
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GULf POWER COMPANY 

Before the floridci Public Service Commisston 
Direct Test1mony of 
Su~an D. Cranmer 

Docket No. 960007-FI 
Date of F1ling: January 22, 1996 

Please state your name, business addr~ss and 

occupation . 

55 

l-1).' name is Susan Cranmer. My business addr<!ss is 500 

Bayfront Parkway, Pensacola , Florida 32501. I hold 

the position of Superv1sor of Rate Services (or Gulf 

Pow~r Company. 

Please briefly dcscr1be your educational background 

and business experience. 

I graduated from Wake forest University in 

Winston-Salem, North Carolina in 1981 with a Bachelor 

of Sc1ence Degree in Bus1ncss and from the Un1vers1ty 

of West flor1da in 1982 with a Bachelot of Arts Degree 

tn Accountinq. I am also a Certtficd Public 

Accountant l1ccnsed in the State of florida. I joined 

Gulf Power Con.::>a ny in 1983 as a Financ1al Analyst. 1 

have held various positions with Gulf including 

Compute r Modeling Analyst and Senior Ft~~anCldl 

i\nidyst . ln 1991. r assumed the posu.:t on of 

Supervisor of Ra~e Services and presently serve 1n 
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My respons1b1l1tics include supcrv1sion o~ L~rtf! 

administration, cost of servtce, calculaL1on of cost 

recovery factors, and the regulatory fil1ng function 

of the Rates and Regulatory Matters Department. 

Have you previously filed testi~ony before this 

~ommission in connection with Gulf ' s Environmental 

Cost Recovery Clause IECRC)? 

Yes , I have . 

What is the purpose of your testimony? 

The purpose of my test1mony is to prc~ent both the 

calculation of the revenue requirements and the 

development of the environmental cosl recovery factors 

for the period Apr1l 1996 through September 1996. 

!lave you prepared an exl.1b1t that contains lnformi.ltion 

to wh~ch you will refer in your test:1nony? 

Yes, 1 have. My exhibit cons1sts of 15 schedules, 

each of which were prepared under my direction, 

supervision , or rev1ew. 

Counsel: We as~ that Ms. Cranmer ' s Exhibit cons1st1ng 

of 15 schedules be marked as Exhibit 

,~ 

No . __ 'I __ ISDC-21. 
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What environmental costs is Gulf requescing for 

recovery through the Environmental Cost Reco~ery 

Clause? 

As discussed 1n the test1mony of J. o. V1cY., Gulf JS 

requesting recovery for certain environmental 

compl1ance operating expenses and capital costs that 

arc consistent w1th both the decision of the 

Comrnisslon 1n Docket No. 930613-EI and 'Ji th past 

proceed1ngs 1n Lh1s ongoing recovery docket. The 

costs we have identified for recovery through the ECRC 

are not cu~rcntly being recovered through base rates 

or any other recovery mechanism. 

What has Gulf calculated as the t otal true-up to be 

applied 1n the per1od April 1996 through September 

1996? 

The total true-up for this period is a decrease o f 

$30,760. This 1ncludes a f1nal true-up over-rccu~ery 

of $700,728 for the p~riod April 1995 through 

September 19:35 <Js shown on llnc 3 of Schedule 42-lP . 

It also includes an estimated under-recovery of 

Si:t. ), 9oS for Lhc period October 1995 through Marc/. 

199o, as shown on line 2 of Schedule 42-1 P. The 

detailed calculations supporting the csllmutcd tru·~-up 

,.ru contftlncd tn Schedules ~2-lE through 42-8£ . 
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How was the amount of o & M expenses to be recovered 

through the ECRC calculated? 

t'lr. Vick has provided mr with projected recov~ltall l(~ 

0 & M expenses for April 1996 through September 1996. 

Schedule 42-2P of my exh1biL shows the calculat1on of 

the re~overable 0 & M expenses broken down between the 

demand-related and energy-related expenses. Also , 

Schedule 42-2P prov1des the appropr1ate jurisdict1onal 

factors and ?mounts related to these expe~ses . All 

0 £, M expenses associated with compliance wi t:h the 

Clean A1r Ac t Amendments of 1990 were cons1dcrcd to he 

energy-related, consistent with Commission Order No. 

PSC-911-0044-fOf'-EI. The remaining expenses were 

broken down between demand and energy cons1st:ent with 

Gulf ' s last approved cost - of-service methodology 1n 

Docket No . 8913115-EI . 

Please descobc Schedules •l -3P and 42-4P of your 

exhib1t. 

Schedule 42-3P summarizes the monthly recoverable 

revenue requirements assoc1ated with each capital 

1nvcstment. S~hedul•! 42-IIP shows the det:a1lcd 

calculat!.On o! t:he revenue requltements assoc 1otco 

w1Lh each 1nvestment. These schedules also 1ncludc 

thl" c ;slculauo u o f Lhc j ur isdicl:lonnl amoun~ o f 
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r~coverable revenue requirements. Mr. Vick ha& 

prov1ded me w1~h the expenditures and clear1ngs 

related to each capital project and Mr . Gilchrlst has 

provided me with the monthly costs of emission 

allowances. From that tnformation, l calculated 

planl-ln-service and Construction Work In Progtcss-Non 

!~terest Bear1ng (CWIP-NIBI . Depreciat1on and 

dismantlement expense and the assoc1at:ed accumulated 

deprecia tion b~lances WPr~ calculated based on Gul t ' s 

latest approved depreciation rates dnd dismantlement 

accruals . The capital projects 1dentified for 

r~covcry through the ECRC are those env1 ronmentc1 l 

projects whtch arc not included 1n the approved 

projected 1990 test year on wh1ch present base rates 

were set . 

1 1 Q. How was the amount of Property Taxes tc be recove red 

throuyh the ECEC derived'? 

1~ A. Property taxes were calculated by apply1ng the 

/0 applic3ble tax rate to taxable investment. In 

?.1 Florida , polluti0n control facilities are t: axed based 

only on their salvilge value. For the recoverable 

2 ' cnvtronmental 1nvestment located 1n f"lorlda , l:hl..! 

amount of property taxes is estimated to be SO. rn 

2 M1ssiss1ppi, there is no such reduction tn property 
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taxes for pollution control facilities. Therefc re;, 

property taxes related to recoverable environmental 

Investment at Plant Dan~el are calculated by applying 

the applicable m1llage rate to the a~scssed value or 

the property. 

What capital structure and return on equity were ~sed 

to develop the rate of return used to calculate the 

revenue requirements? 

The rate of return used is based on Gull ' s capital 

structure as approved in Gulf's last rate case, Cocket 

No . 891345-EI, Order No. 23~73 , dated October 3 , 1990 . 

This rate o( return incorporates a return on eqt. ity o( 

12.0~ as approved by Commission Order No. PSC-93- 0771-

fOf-EI , dated May 20, 1993. The usc of this rate 01 

return for the calcuJ at 1011 of revenue rcqul remcnt.s for 

the ECRC was approvco by th1~ CollllTlission 1n Order No. 

PSC-94-0044-FOF-EI dated January 12, 1994 in Dodet 

No. 930613-EI. 

HO\·.' was the breakdown botwcen domand-relilt.:cd and 

c:l'rgy-relatcd tnvestment ~osts determtncd? 

The investment-related costs associated wtth 

compllance wtth the Cln<Jn 1,1r Act Amendments of 1990 

(CAAA) were considered to be energy-related, consis-
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tent with Commt ssion Order No. PSC-94- 0044-FOF-r:I , 

dated January 12, 1994 in Docket No. 930(13-f:I. Tht! 

rema1ning investment-related costs of environmental 

compliance not associated w1th the C/AA were allocated 

12/lJth based on derand and l/13th based on energy, 

consistent with Gulf's last cost-of-service study. 

The calculation of this breakdown is shown on 

Schedule 42-<1P and summarized on Schedule 42-JP. 

What 1s the total amount of proJected recovetbble 

costs related to the period Apr1l 1996 through 

September 1996"? 

The total proJected jurisdictional recoverable costs 

for the penod April 1996 through September 1996 are 

$!> , 920, 060 as shown on 1 inc lc of Scl.edule 42-1 P . 

This 1ncludes costs related to 0 & M act1vities of 

$1,481,786 and costs related to capttal proJects of 

$4,438,274 as shown on lines la and lb of Schedule 

42-lP. 

21 Q. Whee is the total recoverable revenue requirement and 

...... , . :tow was 1 L all ocat:cd to each rate clas~? 

23 P. The total recoverable revenue requ1rement including 

rcv~nuc taxes is $5,984,058 as shown on line 5 oi 

25 Schedule 42-lP. Tn1s includes the recoverable costs 
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related to the projection period and the total true-up 

cost to be refunded. Schedule 42-lP also surnmari~e s 

the energy and demand components of the requested 

revenue requirement . I allocated these amounts to 

rate class using the appropriate energy and 

demand ~!locators as shown on Schedule 42-6P and 

IJ2-7P . 

How wer~ the allocatior ractors calculated for usc in 

the Env~ronmental Cost Recovery Clause? 

The demand allocation factors used 1n the 

Environmental Cosl Recov~ry Clause were calculated 

using the 1993 load data filed with the Comrnlsston in 

accordance with FPSC Rule 25-6.0437. The energy 

allocat~on factors were calculated based on projected 

KWH sales for the period April 19~6 through September 

1996 adjusted for losses. Th~ calculation of the 

allocation factors is shown in columns 1 through 9 on 

Schedule 42- 6P. 

How were these factors applied to allocate the 

requested recovery amount properly t ~ the 1~tu 

classes? 

As T described Cc.ttl l er 111 my testimory, Sc hedule ·1 2-lP 

surr~ar1zes the energy and demand port1ons of the total 
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requested revenue requirement. The energy-related 

=ecoverable revenue requirement of $3 , 517 , 183 for the 

per1od April 1996 through Sep~ember 1996 was allocated 

using the energy allocator , as shown in column 3 on 

Schedule 42-7P . The demand-related recoverable 

revenue requirement of $2,466,875 for the period Aprl1 

1996 through September 1996 was allocat~d using the 

demand allocator, as shown 1n column 4 on Schedule 42-

7P. The energy-related and demand-related recovctabJc 

revenue requirements are added together to der1ve the 

total amount assigned to each rate class, as shown in 

column 5 . 

WhaL 1s the monthly amount related to environmental 

costs recovered through th1s factor that will be 

included on a residential customer ' s bill fer 1 , 000 

kwh? 

The environmental costs recovered through the clause 

rrom the residential customer who uses 1, 000 kwh will 

be Sl . ~a monthly for the period April 1996 through 

ScpLember 1996 . 

When docs Gulf propose to collect these new 

envJr onmcntnJ c ost recovery charges? 
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These factors will apply to April 1996 through 

September 1996 b1lllngs beginning w1th Cycle 1 meter 

readings scheduled on March 29, 1996 and ending w1 ch 

meter readings scheduled on September 26, 1996 . 

Ms. Cranmer, does this conclude your testimony? 

Yc;;, it docs . 



1 COMMISSIONER DEASON: And we have a number 

2 of issues . 

3 MS. 30HNSON: The issues are numbered 1 

4 through 11C. 

5 COMMISSIONER DEASON: Are there any changes 

6 to those issues? 

7 MS. 30HNSON: No, there are no changes. 

8 COMMISSIONER DEASON : Is ther~ any need to 

9 discuss those? Does Staff need to point out anything 

10 in particular to t he Commission? 

11 MS. 30HNSON: No. The issues and the 

12 amounts are correctly reflected in the Prehearing 

13 Order . 

14 COMMISSIONER DEASON : And they appear to be 

15 rather self- explanatory, I believe . 

16 Commissioners, we can discuss them, or we 

17 can take them up and move them at this time. 

18 COMMISSIONER KIESLING: I think they were 

19 quite clear, and I'm willing to move them at this 

20 time. 

21 

22 

COMMISSIONER 30HNSON: Second. 

COMMISSIONER O~~ON: Moved and seconded . 
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23 All Issues 1 through 11C have been moved and seconded . 

24 Show that those stipulated issues and posit.ion are 

25 accepted unanimously by the Commission. I believe 
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