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6 JAMBS A. Kooz•, Florida Power Corporation, 
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9 l'lorida Power corporation. 

10 JBI'J'UY A. STOD, Beqqa ' Lane, P. 0. Box 

11 12950, Pensacola, Florida 32576-2950, Telephone No. 

12 (904) 432-245~, appearinq on behalf of aulf Power 

13 Coapany. 

14 JlUOIS D. BIIASLBY and D-TJI R. KAJlT 1 Ausley 
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18 VICKZ GORDO. SA~, McWhirter, Reeves, 

19 McGlothlin, Davidson, Rief and Bakas, 117 South 

20 Gadsden Street, Tallahassee, Florida 32301, Telephone 

21 No. (904) 222-2525, appearinq on behalf of l'lorida 

22 Induatrial Power uaera Group. 

23 

24 

25 

FLORIDA PUBLIC SERVICE COMMISSION 



1 M'PilARUCIIS COJI'l'IIIVID I 

2 JOHH ROGBR BOWB, Deputy Public Counsel, 

3 Office of PUblic counsel, 111 West Madison Street, 
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2 

3 

P R 0 C • B D I • G 8 

(Bearing conv•n•a at 9:30 a.a.) 

COKNISSIOKKR DBASOIIt Call the hearing to 

4 order. Can we have the notice read, please. 

5 KS. JOHNSOHa rly notice issued July 31st, 

5 

6 1996, a hearing was set in Docket No. 960001-EI, Fuel 

7 and Purchase Power Cost Recovery Clause and Generating 

8 Performace Incentive Factor, and Dockat No . 960007-EI, 

9 Environmental Cost Recovery Clause. 

10 COJOIISSIOHBR DBASOIII Thank you. Take 

11 appearances . 

12 IIR. BBASLBYI Collllissioners, I'm 

13 James D. Beasley, appearing with Lee L. Willis and 

14 Kenneth R. Hart, the law firm Ausley & McMullen, P . O. 

15 Box 391, Tallahassee, Florida 32302, appearing on 

16 behalf of Tampa Electric Company in Docket No. 960007. 

17 That's tha only docket that we're noticing at this 

18 time . 

19 

20 

21 

xs. JOKHSOIII Both dockets were noticad. 

KR. BBASLBYs Okay. Then 01 as well. 

COIOIISSIONBR DBABOII a Very well . 

22 xr.. KoGBBs James McGee, Post Office Box 

23 14042, st. Petersburg 33733, appearing on behalf of 

24 Florida Power Corporation in the 0001 docket. 

25 KR. STOHBt Jeffrey A. Stone and Russell A. 

FLORIDA PUBLIC SERVICE COMMISSION 



1 BAdders of the law firm Beggs ' Lone, Pensacola . The 

2 address is stated correctly on the prehearing order, 

6 

3 and we ' re appearing on behalf of Gulf Power company in 

4 both the 0001 and 007 docket. 

5 KR. CRILDS: My name is Matthew M. Childs . 

6 I ' m appearing on behalf of Florida Power & Light 

7 company in both dockets. 

8 KR. BOWBI I ' m Roger Howe of the Office of 

9 Public Counsel appearing on behalf of the Citizens of 

10 the State of Florida. The address is as shown on the 

11 prehearing statements. We're appearing in both 

12 dockets, the 01 and the 07 . 

13 118. DVFKAIII Vicki Gordon Kauman, of the 

14 law firm McWhirter , Reeves, McGlothlin, Davidson, Rief 

15 and Bakas, 117 South Gadsden Street~ Tallahassee, 

16 appearing on behalf of the Florida Industrial Power 

17 Users Group in the 01 and 07 dockets. 

18 xs. JOHHSOBI Vicki Johnson appearing on 

19 behalf of the commission Staff. 

20 COIIIIISSIODR DIIASO. I Thank you. 

21 Ms. Johnson, since the 07 docket haa basically been 

22 stipulated, would it he appropriate to take it up 

23 first? 

24 xs. JOU.SOKI Yes, Commissioner. However, 

~5 there are some preliminary issues that should be 

FLORIDA PUBLIC SERVICE COMMISSION 



1 addressed. I believe Mr. Beasley and Mr. Stone have 

2 some comments. 

3 COIOIISSIONBR DBASOXz Very well. 

4 Mr. Beasley . 

7 

5 KR. BBABLBYz Commissioners, this Commission 

6 entered its order No. PSC-96-1048-FOF-EI in Docket 

7 No. 96088 approving the initial environmental cost 

8 recovery factors tor Tampa Electric. The last date to 

9 protest that particular order was yesterday. The 

10 clerk's office is preparing a certificate to ths 

11 effect that no pr~test was filed. We would like to 

12 submit thctt as an exhibit in this docket in support of 

13 stipulated Issue 12. 

14 COXKISSIOII'BR DBASOMz Is there any 

15 objection? 

16 KR. BBASLBYz That's being prepared, and 

17 when it is, I'll furnish it to the court reporter. 

18 CODXSSIODR DBASOMt Mr. Stone. 

19 xa. STOMBc Commissioner Deason, with regard 

20 to the prehearing order that was issued, we recognize 

21 that our witnesses were all stipulated and excused . 

22 on Pag~ 4 of the prehearing order, the 

23 issues tor Kr •.'ick, they should include Issues l, 2, 

24 and 4. He also provided testimony in support of the 

25 Company's position that was stipulated on those 

FLORIDA PUBLIC SERVICE COMMISSIC~ 



1 issues. 

2 In addition, I need to bring to the 

3 commission's attention that since the prehearing 

4 conference, Gulf Power has deterained that its Crist 

5 Unit 7 flow monitors are showing symptoms in failure 

6 and they're not performing as ,eeded to, to co•ply 

7 with the Clean Air Act amendaents. 

8 The result of this determination is that 

9 they are in the process ot upgrading or changing the 

10 plant expenditure item for the Crist 6 flow monitors 

11 that was approved in this stipulation to approve an 

12 upgrade to th~ Crist 7 flow •onitors. 

8 

13 We have determined that that change does not 

14 affect the factors, and that we are co•fortable 

15 brinqinq the actual information to the <.;.o-iasion in 

16 the true-up for the 07 docket: but we wanted to let 

17 everyone know that we are, in fact, changinq that 

18 plant expenditure item to include an update to the 

19 Crist 7 ~onitors. 

20 The basis for that detera~nation is rouqhly 

21 the same as the Crist 6 monitors. The reason for 

22 proceeding with the ch~nqe at this ti•e is to take 

23 advantage of the fact that the contractor making the 

24 change is on site. 

25 We've also been under a negotiation 
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l arrangement with the contractor that the first payment 

2 for the Crist 7 monitors will not occur until after 

3 the first of the year. Thoy will also -- it will help 

4 us in making sure that there's no impact on the 

5 factors. 

6 We have prepared revised schedules, if 

7 that's the desire of the Commission, that would show 

8 that we ' ve included those expenditures in this 

9 filing -- in this period, and it has no effect on the 

10 factors. Otherwise, we can proceed and just deal with 

11 this in the true-up. 

12 OOMXISSIONBR DBASO•a Ms. Johnson, is Staff 

13 aware of this situation? 

14 118. JOJDfSO•a Staff is aware of the 

15 situation. We have no objections. We would simply 

16 ask that they provide the revised -- the projections. 

17 They were not included in the original projections. 

18 COKMXSSIOBBR DBASO•a Have Public Counsel 

19 and FIPUG been advised of this situation? 

20 KR. BOWBa I was not aware of the situation, 

21 but I don'~ think I see any problem with it if the 

22 fac~or does not change and it will be considered in 

23 the true-up filings. 

24 

25 

OOKIII88IODR DllASO•a Ka. Kaufman? 

u. DUI'XJUI• Same would be true for PI PUG. 

FLOPIOA PUBLIC SERVICE COMMISSION 
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1 COIOIISSIONBR DBASO.J Very woll, Thon)( you 

2 for bringing that to our attention, Mr . Stone. Any 

3 other preliminary matters? 

4 xs. JOHMSONl Commissioner Deason, there are 

5 two corrections to the prehearing order in the 07 

6 docket . Page 13, Issue 12, which are the factors, tbe 

7 third line, GSD, GSOT, £VH rate class was oaitted; and 

8 on the next line, rate class SBPT was o~itted. 

9 

10 

ll 

COKXISSIOKBR DBASOBI Same factors apply? 

MS. JO!DfSOBt Yes. 

COIOUSSIODil DBASO•r Very well. Have you 

12 got another correction, or that was it? 

13 KS, JOUNSOH& That was it. 

14 MR. BBABLBYr In agreement with th~t one. 

15 OOXKXSSIODR DBASONI Any other preliminary 

16 matters? We'll proceed then into the 07 docket. All 

17 issues, as my understanding, have been stipulated, but 

18 it is still necessary to have the prefiled testimony 

19 inserted into the record, and that would be for four 

20 witnesses, as shown on Page 4 of the prehearing order. 

21 xs. JOBHSONt That's correct. Staff would 

22 move that the testi~ony of the witnesses be inserted 

23 into the record as though read. 

24 OOKMXSSIONER DBASOMI Without objection, 

25 that testimony will be inserted into the record. 

FLORIDA PUBLIC SERVICE COMMISSION 



a. 

2 A. 

3 

4 

5 a. 

6 A.. 

7 

8 

9 a. 
10 A. 

11 

12 a. 

13 A. 

14 

15 

16 

17 a. 
18 A. 

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

FLORIDA POWER & LIGHT COMPANY 

REVISED TESTIMONY OF ROSEMARY MORLEY 

DOCKET NO. 960007-EI 

August 14, 1996 

Please state your name and address. 

My name is Rosemary Morley and my business aodress is 9250 

West Flagler Street, Miami, Florida 33174. 

By whom are you employed and In what capacity? 

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

Acting Manager of Rates and Tariff Administraticn. 

Have you previously testified In this docket? 

Yes, I have. 

What Ia the purpose of your testimony( 

The purpose of my testimony Is to provide correction~ to the 

Environmental Cost Ree<.very testimony filed by Barry T. Birkett on 

June 24, 1996 and adopted as my own on July 30, 1996. 

Please describe the corrections. 

True·up amounts have been divided into energy and demand 

1 

1 1 

d 



1 2 

1 components based on actual project expenditures in order to 

2 comply with Order No. PSC-96·0239-PHO-EI. In Mr. Birkett's 

3 testimony filed on June 24, 1996 wh:ch I adopted as my own July 

4 30, 1996, true-up costs were divided Into energy and demand 

5 components based on the proportion of demand and energy 

6 amounts for the respective projection period 

7 

8 

9 

10 

, 1 

12 

13 

a. 

A. 

Have you prepared any forms that reflect these corrections? 

Yes. I have provided two revised forms. Form 42-1P, Lines 2 and 

3 and Form 42-7P, Columns (3) and (4) reflect the revised splits 

between energy and demand based on actual project costs Incurred 

in the respective true-up periods. 

14 Q . Does this conclude your testimony. 

15 A. Yes, It does. 

2 
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1 . . 

1 3 

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

FLORIDA POWER & LIGHT COMPANY 

SUPPLEMENTAL TESTIMONY OF ROSEMARY MORLEY 

DOCKET NO. 960007-EI 

July 30, 1996 

1 Q. Pleaae alate your name and addreaa. 

2 A. My name is Rosemary Morley and my business address is 9250 

3 West Flagler Street, Miami, Florida 33174. 

4 

5 Q. By whom are you employed and In what capacity? 

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

7 actmg Manager of Rates and Tariff Administration. takmg the place 

8 of Barry T. Birkett. 

9 

10 Q. Please descrlue youreducatlonal and professional background 

11 and axperloncc. 

12 A. I received a Bachelor of Arts degree with honors m Econom1cs fr~rn 

13 the University of Maryland in 1979 and a Master of Arts degree in 

14 Economics from Northwes:em University in 1981 . I joined FPL in 

15 1 ~83 as an analyst in the Load Forecasting Group After holding 

16 positions of increasing responsibility in various forecasting and 

17 planning functions. I joined the Rate Department as a Semor Cost 

18 of Service Analyst 10 1987 S1nce that time. I have held vanous 

1 



2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

a. 

A 

a. 

A. 

positions in the department includmg Supervisor of Cost of Serv.ce 

Studies (1990-1993), Principal Rate Analyst (1993-1996) and Rate 

Development Manager (1996). 

What are your responsibilities an duties as acting Manager of 

Rates and Tariff Administration? 

I am responsible for FPL's retail and wholesale rates and cost of 

~ervice activities. In addition, I will sponsor rate related testimony 

in dockets before the Florida Public Service Commission and the 

Federal Energy ~eguiatory Commission (FERC). 

What Ia the ourpose of your testimony? 

The purpose of my testimony is to adopt Mr. Birkett's test1mony and 

supporting documents found In Docket No 960007-EI, 

Environmental Cost Recovery Final True-Up and Projections, which 

16 were filed w1th the Commission on May 20, 1996 and June 24, 

17 1996, respectively I have lndeoendenUy reviewed Mr Birkett's 

18 testimony and supporting documents and adopt them as my own. 

19 

20 Q. Are Utero any changos to the testimony and documents 

21 sponsored by Mr Birkett in Docket No. 960007-El filed on June 

22 24, 1996? 

23 A Yes, there are . Correction~ have been made to the followmg 

24 documents sponsored by Mr Birkett in the above referenced 

2 

, 4 



1 s 
docket 

2 

3 Document Correction 

4 Form 42-1P Line 1 b, Ltne 2 

5 Form 42-3P, Page 1 of 2 Line 1.7 

6 Form 42-3P. Page 2 of 2 Line 1.7 

7 Form 42-4P, Page 9 of 22 Line 6 

8 Fom1 42-4P, Page 10 of 22 Line 6 

9 Form 42-7P Columns 3, 4, 5, and 7 

10 Form 42-iE Lines 1 and 2 

11 Form 42-2E Lines 4a and 4b 

12 Form 42-3E Lines 1 and 2 

13 Form 42-6E Column 1, Lines 1.2 and 1 16 

14 Form 42-7E Lines 1 2 and 1.16 

15 Form 42-BE, Page 1 of 10 Line 6 

16 Form 42-BE, Page 1C of 10 Lmes 1 and 2 

17 

18 Corrected documents are attached 

19 

20 a. Oooa t his conclude y our toatlmony. 

21 A. Yes. it does. 

J 



, Q. 

2 A. 

3 

4 

5 Q. 

6 A 

7 

8 

9 Q. 

10 A 

1, 

12 Q. 

13 A. 

14 

15 

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

FLORIDA POWER & LIGHT COMPANY 

TESTIMONY OF BARRY T. BIRKETT 

DOCKET NO. H0007-EJ 

May20, 1tH 

Please atate your name and addrell. 

1 6 

My name IS Barry T 81rket1 and my bus1ness address is 9250 West Flagler 

Street, Mlam1. Flonda. 33174 

By whom are you employed and In what c11paclty ? 

I am employed by Flonda Power & Light Company (FPLJ as the Manager 

or Rates and Tanff Admmistrauon 

Have y ou previously testified In this docket? 

Yes. I have 

What Is the purpose of your test imony? 

The purpose of my test1mony Is to present tor Commission review and 

approval the Environmental Compliance Costs assooated With our 

Enwonmental Compliance actJvlt•es for the pencd October 1995 through 



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 

Q. 

A 

i 7 

March 1996. 

Have you prepared or caused to be prepared under your dl,.ctlon, 

supervision or control an exhibit In this procudlng? 

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

up to be carried forward to the October 1900- March 1997 period, Form 

42-2A consists of the final true-up calculation for the penod, Form 42-3A 

consisls of the calculation of the Interest Provision for the penod, Fonn 42-

4A reflects the calculation of variances 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 Actlv1t1es. Form 42-6A reflects the 

calculation of vanances between actual and projected costs for Cep1tal 

Investment Projects, Form 42-7A presents a summary of acllJal monthly 

costs for the penod for Cap1tal Investment Projects ard Form 42-BA 

cons1sts of the calculation of depreciation expense and return on cap1tal 

investment 

What Is the aourc6 of the data which you will present by way of 

testimony or exhibits In thla proceeding? 

Unless othei'Wise Indicated. the actual data 1s taken from the books and 

records of FPL The books and records are kept In the regular course of 

our business In accordance With generally accepted accounting pnnoples 

and practices, and prov1sic.ns of the Unrform System of Accounts as 

2 



1 8 

1 prescribed by this Commtssion 

2 

3 Q. What Ia the actual true-up amount which FPL Ia requeatJng for the 

4 six-month period October 11t6 through Ma~h 1118? 

5 A. FPL has calculated and is requeteting approval of an undei'T'eC(Ivery of 

6 $2,087,436 as the actual true-up amount for the six-month period. 

7 

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

9 the October 1195 through March 1198 period which Is to be carrted 

10 over and refunded In the next projection period? 

11 A FPL has calculated and ts requestmg approval of an underrecovery of 

12 
.. 

$85,ns as the adJuSted net true-up amount for the stx-month penod Thts 

I 13 adjusted net true-up amount is the difference between the actual 

14 underrecovery of $2,087,436 for the penod October 1995 through March 

15 1996 and the estJmated/actual true-up for the same penod of an 

16 underrecovery of $2,021,658. approved 1n FPSC Order No. PSC-96-0361-

17 FOF-EI ThiS is shown on Form 42-1A 

18 

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

20 used for the other cost recovery clauses? 

21 A Yes. it is. The calculation of the true-up amount follows the procedures 

22 estabhshed by th1s Commtsston as set forth on Comm1ss1on Schedule A-2 

23 "Calculation of True-Up and Interest Provts1ons .. for ltle Fuel Cost 

3 



r 

1 

?. 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

Q. 

A 

a. 

A 

1 9 

Recovery Clause. 

Are all costa listed In F·orms 42-4A through 42-SA attributable to 

Environmental Compliance projects approved by the Commission? 

Yes they are. 

How did actual expenditures for Octob6r 1995 through March 1998 

compare wfth FPL'a estimated/actual projection• aa preaented In 

previous testimony and exhlblta? 

Overall, costs were $1 39,864 higher than estimated/actual projections. 

0 & M Acttvities wt>re $183,41 7 higher and Capttal Investment ProJects 

were $43.5331ower than estimated/actual projecttons. Below are vanance 

explanattons for tnose 0 & M Acttv1t1es and Capital Investment Projects 

with vanances greater than $30,000 All variances are pro 1ided in detail 

on Forms 42-2A through 42-BA. 

Significant vanances by proJeCt were as follows 

1 CONTINUOUS EMISSION MONITORING SYSTEMS- 0 & M 

Project expenditures were $82,157 less than projected. Th1s 

vanance was due primarily to fewer replacement parts and gases 

purchased dur ng the first quarter of 1996 than ongmally 

anlle~pated 

4 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

a. 

A 

2. 

3. 

4. 

20 

MAINTENANCE OF STATIONARY ABOVE GROUND FUEL 

STORAGE TANKS- 0 & M 

Project expenditures were $255,957 les~ than projected Th1s 

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

MAINTENANCE OF STATIONARY ABOVE GROUND FUEL 

STORAGE TANt\S- SPILL ABATEMENT 

Project expenditures were $225,313 m~>re than projected Th1s 

vanance was primarily due to more soil be1ng removed at the 

Sanford Plant metering tanks than onginally ant1c1pated 

RCRA CORRECTIVE ACTION - 0 & M 

Project nxpend1tures were $342.654 more than projected This 

vanance was due to unanticipated clean-up requtred at the Fort 

Myers and Sanford Plant sites 

Does this conclude your testimony? 

Yes. it does 



1 Q. 

2 A 

3 

4 

5 a. 

6 A 

7 

8 

9 a. 

10 A 

1 1 

12 a. 

13 A 

14 

15 

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

FLORIDA POWER & LIGHT COMPANY 

TESTIMONY OF BARRY T. BIRKETT 

DOCKET ~0. 980007-EI 

JUNE24, 18H 

Plc11e state your name and addreaa. 

2 1 

My name Is Barry T. Blr1<ett and my business address is 9250 West Flagler 

Street. Miami Florida. 33174 

By whom are y ou employed and In what capacity? 

I am employed by Flonda Power & Ught Company (FPL) ts the Manager 

of Rates and Tariff AdminiStration 

Have you previously testified In this docket? 

Yes. I have 

What Is the purpose of your testimony In this procoedlng? 

The purpose of my testm 1ony 1s to present for Commission reView and 

approval proposed Environmental Cost Recovery Clause (ECRC) factors 

for the October 1996 through September 1997 billing penod . mcluding the 



2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

a. 

A. 

a. 

A 

2 2 

costs to be recovered through the dause In addition. I am presenting the 

estJmated/actual costs for the April 1996 through September 1 ~96 penod 

together with an explanation of significant project vanances. 

Ia thla filing by FPL In compllancJ with Order No. PSC-93-1580-FOF-EI, 

Issued In Docket No. 930661-EI? 

Yes, it is The costs being s Jbmitted for recovery for the projected penod 

are consistent wtlh that order. The costs reflected in the true-up amount 

are those approved for recovery by the Commission In Order No PSC-96-

0381-FOF-EI dated March 13, 1996. 

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

aupervlalon or control an exhibit In thla proceeding? 

Yes, I have. It consists of fifteen forms. Fonn 42-1 P summarizes the costs 

be1ng presented for recovery at th1s time, Form 42-2P, reflects the total 

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

total JUrisdictional reco~erable costs for capital investment projects. Form 

42-4P consists of the calculation of depreCiation expense and return on 

cap1tal investment, Form 42-SP g1ves the descnptlon and progress of 

environmental compliance act1v1ttes and projects to be recovered through 

the dause for the projected period, Form 42...SP reflects the calculation of 

the energy and dem:.~nd allocation percentages by rate class and 42-7P 

reflects the calculation of the ECRC factors. In addition. Forms 42-1 E 

2 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

Q. 

A. 

a. 

A. 

Q. 

A 

2 3 

through 42-8 E reflect the true-up and vanance calculahons for the pnor 

penod 

Ia FPL proposing any changes to the Implementation of the Environ

mental Coat Recovery Clause filinG? 

Yes. it is . FPL is proposmg that the Envtronmental Cost Recovery Clause 

filing be made on an annual baSis tnstead of the current semt-annual basts 

Please explain why FPL Ia proposing thla change? 

Filing on an annual basts W111 greatly reduce the amount of paperwori< 

produced, filed and processed by FPL, the Commission, and other parties. 

In addtbon, the tmpact of the dause on o•tr customers' IC\tes will be levehzed 

since seasonal fluctuations tn sales will be avoided. 

Does FPL have any concema wtth an annual filing which It reela nood 

to be addressed? 

Yes Under the current procedures for the clause, a project t!t to be 

approved by the Commtssion pf'lor to !he expendtture of costs to be 

recovered through the dause If the filing ts to be made on en annual basts, 

this procedure could result in delays tn the Implementation of environmental 

proJects between filings due to the tnabihty for the utility to recover the 

project costs In order to elimtnate thts problem, FPL ts requesting that the 

Commission allow the recovery of reasonable an~ prudent proJeCt costs 

3 



2 4 

after thoy are expended. Wlth Commission revtew and approval. 

2 

3 a. Ploaae describe Fonn 42-1P. 

4 A Form 42-1 P proVIdes a summary of the costs betng requested for recovery 

5 through the Environmental Cost Recovery Clause Total recoverable 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

a. 
A 

environmental costs, adjusted by revenue taxes. amount to $12,874,283 

and tnclude $12,635,744 of environmental project costs tncreased by the 

esltmated/actual overrecovery of $31,106 for the April1996 ·September 

1996 period minus the final underrecovery of $65,na tor the period 

October 1995 - March 1996 

Please describe Fonna 42-2P and 47 ·3P. 

Form 42-2P presents the O&M activities to be r3covered tn the proJected 

penod along with the calcutabon of total jurisdtcttonal recoverable costs for 

these activities. classified by energy and dem::nd 

Fonn 42-3P presents the capital investment projects to be recovered 10 the 

proJected penod along with the calculAtion of total JUn~dtcttonal recoverable 

costs for these proJects. cJasslfied by energy and demand 

Fonns 42-2P and 42-3P present the method or classifying costs consistent 

Wllh Order No. PSC-94-0393-FOF-EI 

4 
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a. Are all coats listed In Fonna 42-1P through 42-8P attributable to 

2 Environmental Compliance projoctt previously approved by tho 

3 Commission? 

4 A Yes they are. with the exception of the Disposal of Noncontarnenzed Liquid 

5 Waste proJect reflected on Form .S2-2P. hne 1-17a and Form 42-3P, hne 1-

6 17b Tn1s new project IS dtscussed rn the testimony of William M. Rerchel 

7 

8 a. Please describe Fonn 42--SP. 

9 A. Form 42-SP calculates the allocaUon factors for demand and enerpy at 

10 generation The demand allocation factors are calculated by deterrmnlng 

11 the percentage each rate dass contnbutes to the monthly system peaks 

12 The energy allocators are calculated by determining the percentage each 

13 rate contribut~>s to total kWh sales, as adjusted for losses. for each rate 

14 class. 

15 

16 a. Pleaae deacribe Fonn 42-7P. 

17 A Form 42-7P presents the calculabon of the propoM~d ECRC factors by rate 

18 dass. 

19 

20 a. How do the estimated/actual project expenditures ror April 1998 

21 through September 1998 J:Or1od compare with original projactlona? 

22 A Form 42-4E shows that total O&M actJvrttes were $81.454 greater than 

23 projected and Form 42-6E shows that total caprtal rnvestment projects were 

5 



1 

2 

3 

4 

5 

6 

7 

6 

9 

10 

11 

12 

13 

14 

15 

16 

17 

16 

19 

20 

21 

22 

23 

26 

$60,003 lower than projected Below are van6nce explanations for those 

0 &M ActrvitJes and Capital Investment Projects With vanances gmater than 

$30,000. All vanances are provided In detail on Forms 42-4E and 42-6E 

Retum on Capital Investment, Depreciation and Taxes for each projeCt for 

the est1m ated/actual per1od Apnl 1996 through September 1996 aro 

provided as Form 42-6E, pages 1 through 10 

1. Continuous Emission Monitoring Systems - 0 & M 

Project expenditures are estimated to be $105,611 greater than previously 

projected. This var1ance is due to more spare parts and gasses purchased 

thal"' antiCipated. 

2. Maintenance of Stationary Above Ground Fuel Storage Tan Ius -

O&M 

Project expenditures are estimated to be S82, 156 '1igher than previously 

projected Th, ... variance is a result of changes in the timing of the work 

undertaken. The schedule for completmg the tnspect1ons/repa1rs and 

upgrades to FPL's fuel storage tanks 1s dictated by seasonal fuel throughput 

considerations at the term1nals and plant tank farms. lt1s also affected by 

the ab1hty to take tanks out-of-service In conjunction with plant outages. 

3. RCRA Con-active Action - O&M 

Project expenditures are estimated to be $108,499 lower than previously 

6 
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3 

4 

5 

6 

7 

8 

9 

Q. 

A 

27 

prOJected Th1s vanance is due to an accelerated wor1< schedule performed 

ear1ier than proJected. 

4. l ow Nox Burner Technology- Capital 

DepreaaUon end Retum are estimated to be $52,449 lower than previously 

projected This variance Is due to the timing of capital investments 

Does this conclude your testimony? 

Yes, it does 

7 
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11 A. 

12 

13 a. 

14 A 

15 

BEFORE THE FLORIDA PUBUC SERVICE COMMISSION 

FLORIDA POWER & UGHT COMPANY 

TESTIMONY OF W.M. REICHEL 

DOCKET NO. 960007-EI 

June 24, 1998 

Please state your name and address. 

28 

My name is William M. Reichel and my business address is 700 

Universe 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 docket? 

Yes, I have. 

What Is the purpose of your testimony? 

The purpose of my testimony Is to submit for Commission review 

and approval a description of two new environmental compliance 

l 
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1 activities. One, Power Generation's Dtsposai of 

2 Noncontainerized Liquid Waste Project, will begin shortly. The 

3 other activity is one in which FPL is not requesting recovery at 

4 this time This tatter submittal is for the purpose of reserving the 

5 right to submit these expenditures for the Commission's approval 

6 in the future. In addition, I am subml ttin~ a project descnptlon, 

7 progress status, and projected expenditures for each 

8 environmental compliance activity. 

9 

1 o Disposal of Noncontalnerlzed Uquld Waste 

11 

12 a. 

13 A. 

14 

15 

16 

Can you describe the law or regulation requiring this process? 

Florida Administrative Code 62-701 .300, effective January 2, 

1994, states that noncontainerized liquid waste shall not be 

placed in solid waste disposal units, such as landfills 

Accordingly, FPL's power plants need to dispose of their non-

17 containerized liquid waste in a manner which meets this 

18 requirement. See Attachment 1, ~P 1-5. 

19 

20 a. Please generally describe the scope of these compliance 

21 a ctivltle s. 

2 



1 A. 

2 

30 

FPL is required to dispose of their noncontamenzed liquid waste 

tn a manner which meets Florida Administrative Code 62-

3 701 .300 (10). Ash generated during the production of electn: 

4 power falls Into this category. See Attachment 1, pp. 1-5. 

5 

6 a. 

7 

8 A. 

9 

10 

11 

Can you describe the process FPL uses in preparing their 

noncontalner1zed liquid waste for dlsposal? 

FPL currently manages ash from heavy oil fired power plants by 

using wet ash systems In general. ash from the economizers 

and dust collectors (soot hoppers) Is sluiced to surface 

Impoundments (basins) . In these basins the pH Is adjusted to 

12 precipitate metals. Sludge tha\ accumulates in these basins are 

13 then dewatered by a plate and frame f.lter press and transported 

14 to a Class I landfill in accordance with FL Administrative Code 

15 62-701 .300. See Atta-:hment1 , pp 1-5. 

16 

17 The frequency of basin clean-out is a function of basin capacity 

18 of sludge/ash generation. Typically, FPL generates 10.000 tons 

19 (@ 50% solids) of sludge per year. 

20 

21 a. What are lhe projected expenditures associated with this 

J 
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1 compliance activity? 

2 A. The cost to have a Vendor dewater the ash to achieve et least 

3 a 50% solid component Is approximately $58/ton based on 

4 competitive bids from five suppliers. With FPL generating 

5 approximately 10,000 tOlls, the expected per year expenditure 

6 will be $600,000. FPL Is evaluating the feasibility of purchasing 

7 the equipment necessary to dewatar the ash using in-house 

8 resources. Current projections reflect that with the purchasl3 of 

9 a mobile ash dewatering system for $270,000, FPL will be able 

1C to process the sludge for approximately 50% of contractor costs 

11 resulting in an annual saving of about $300,000. FPL Is 

12 requesting recovery of $600,000 for vendor processing of current 

13 ash stockpiles and $270.000 (capital) to purchase the ash 

14 dewatering system If It Is determined to be cost-etfectlve. If this 

15 equipment is purchased, the annual expenditure would change 

16 to $300,000. 

17 

18 Sl Johns River Power Park NOx 

19 

20 Q. Which law or regulation Is raqulr1ng thts project? 

21 A. Under Title IV of the Clean Air Act Amendments of 1990, Public 

4 
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1 Law 101-349, Phase II units must reduce NOx emissions to 0.45 

2 lb/mbtu by the year 2000. Pursuant to 40 CFR 76 8, a unit can 

3 elect to meet Phase I limits of 0.50 lb/mbtu in 1997 and keep 

4 those limits until 2008, thus avoiding the more stringent 0.45 

5 lb/mbtu limits In the year 2000. This Is know as OPT-IN. 

6 

1 a. 

8 A. 

9 

10 

When Is the OPT-IN advantageous for the utility? 

When a unit Is over, but near the 0.50 lb/mbtu limit. It Is probabJy 

a gcod option. In this situation a less drastic a'ld therefore less 

costly countermeasure can be employed to reduce NOx to 

11 achieve the more liberal 0 50 lb/mbtu limit. The countermeasure 

12 would have to be implemented In 1997 instead of 2000 but the 

13 cost could be millions of dollars less than achieving the more 

14 stringent 0.451b/mbtu limit. Sl Johns River Power Park (SJRPP) 

15 is a good candidate for OPT-IN since the units are operating in 

16 the 0.52 to 0.54 lb/mbtu level. 

17 

18 a. Please describe the NOx reduction project? 

19 A A pilot project was undertaken at SJRPP Unit No. 1 to determine 

20 if combustion system modifications could produce the necessary 

21 N0x reductions. The modifications induded movable air hoods 

5 
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1 for the burners, tnstrumentation, automation 'Jf under a1r ports 

2 and pulvenzer Internals work. After several rPonths of 

3 adjustments and monitoring, NOx levels between 0 46 and 0 50 

4 lb/mbtu were achieved With these results, there are plans to 

5 modify the second un1t Other opltons constdered were Separate 

6 Overfire Air (SOFA}, Selective Catalyttc Reduction (SCR) and 

7 Selective Non-Catalytic Reduction. 

8 

9 a. What Is the cost of the project? 

10 A The total O&M cost of lhis project, for both untts, is $645,000 

11 The cost of the alternatives ranged from $2,000,000 to 

12 $16,000,000, representing FPL's 20% ownership share The 

13 e$timated completion date for thiS proJeCt IS January 1997 

14 However, it must first be approved by the SJRPP Operating 

15 Committee tn November 1996 Accordtnglv, FPL is not 

16 requesting recovery at this time. FPL Is requesting that the 

17 Commission recognize this project for potential future recovery 

18 after completion. 

19 

20 a. 

21 A. 

Does thiG conclude your testimony? 

Yes, It does. 

6 
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2 A. 
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5 a. 

I 
6 A. 

7 

8 

9 

10 a. 

11 A. 

12 

13 a. 

14 A. 

15 

BEFORE THE FLORIDA PUBUC SERVICE COMMISSION 

FLORJDA POWER & UGHT COMPANY 

TESTIMONY OF W.M. REICHEL 

DOCKET NO. 960007-EI 

June 24, 1t96 

Please state your nam& and address. 

34 

My name is William M. Reichel and my business address is 700 

Universe Boulevard, Juno Beach, Flonda 33408 

By whom are yr·u emplc,ye:J and In what capacity? 

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

Manager of Operations Services in the Power Generat1on 

Business Unit. 

Have you previously testified In this docket? 

Yes, I have. 

What ts the purpose of your testimony? 

The purpose of my testimony is to submit for Commission review 

and approval a description of two new environmental compliance 

l 
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3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

Q. 

A 

35 

act1v1t1es. One, Power Generation's D1sposa1 of 

Nonconte:nerized L1quid Waste Pmject, will begin shortly The 

other activity is one In which FPL Is not requesting recavery at 

this time This latter submittal is for the purpose of reserving the 

right to submit these expendll Jres for the Commission's approval 

1n the future In addition I am submitbng a project description, 

progress status, and projected expenditures for each 

enwonmental compliance activity 

Disposal of Noncontalnertzed Uquld Waste 

Can you deacrfbe the law or regulation requiring this process? 

Florida Administrative Code 62-701 300, effective January 2. 

14 1994, states that noncontainerized liquid waste shall not be 

15 placed in solid waste disposal umts, such as landfills 

16 Accordingly, FPL's power plants need to d1spose of their non-

17 contamenzed liqUid waste in a manner ..vh1ch meets th1s 

18 requirement See Attachment 1. !>P 1-o 

19 

20 a. Please generally describe the scope of these compliance 

21 activities. 

2 
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2 
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FPL 1s requ1red to dispose of their noncontamenzed liqUid was•g 

m a manner which meets Flonda Adm1n1strative Code 62· 

3 701 .300 (1 O} Ash generated during the production of Alectric 

4 power fells into this category See Attachment 1, pp.1-5. 

5 

6 a. Can you describe the process FPL use~ ln preparing their 

7 noncontalnerized Uquld waste for disposal? 

8 A. FPL currentlr menages ash from heavy oil fired power plants by 

,. 9 using wet ash systems In general, ash from the economizers 

10 and dust collectors (soot hoppers} Is sluiced to surface 

11 Impoundments (bas.ns} In these basms the pH IS adJuSted to 

12 preopltate metals. Sludge that accumulates •n these basins are 

13 then dewatered by a plate and frame filter press and transported 

14 to a Class I landfill in accordance wtth FL Administrative Code 

15 62-701 300 See Attachment 1, pp 1-5 

16 

17 The frequency of basin clean-out is a funct1on of bas:n capacity 

18 of sludge/ash generation. Typicall~, FPL generat~s 10,000 tons 

19 ( ~ 50% solids} of sludge per year. 

20 

21 a. What are the projected expenditures associated wtt.h this 

3 



1 

2 A. 
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compliance actlvtty? 

The cost to have a Vendor dewater the ash to achieve at least 

3 a 50°AI solid component is approximately $58/ton based on 

4 competitive b1ds from five suppliers With FPL generatmg 

5 approx1mately 10,000 tons, the exj:acted per year expenditure 

6 will be $600,000 FPL is evaluating the feas1bihty of purchasing 

7 the eqUipment necessary to dewater the ash using in-house 

8 resources Current projections reflect that with the purchase of 

9 a mobile ash dewatenng system for $270,000, FPL will be able 

10 to process the sludge for approximately 50% of contractor costs 

11 resulting in an annual saving of about $300,000 FPL is 

12 requesting recovery of $600.000 for vendor processmg of current 

13 ash stockpiles and $270,000 (capital) to purchase the ash 

14 dewatering system if It is determined to be cost-effective. If this 

15 eqUipment IS purchased, the annual expenditure would change 

16 to $300,000 

17 

18 St Johns River Po....-er Par1c NOx 

19 

20 

21 

a. 

A 

Which law or regulation Is requiring this project? 

Under T1tle IV of the Clean A1r Act Amendments of 1990, Public 



4 

5 

6 

7 

8 

9 a. 

10 A 

5 

...... J ..... unl::rns ana monitoring, NOx levels between 0 46 and 0 50 

lb/mbtu were achieved. Wrth these results, there are plans to 

modify the second unit. Other options cons1dered were Separate 

Overfire Air (SOFA), Selective Catalytic Reductron (SCR) c:nd 

Selective Non-Catalytic Reduction. 

What Is the cost of the project? 

The total O&M cost of this project. for both untts, ts $645,000 

11 The cost .. of the alternatives ranged from $2,000,000 to 

12 $1o,OOO,OOO, re!Jtesenting FPL's 20% ownership share The 

13 est1mated completion date for this project is January 1997. 

14 However, it must first be approved by the SJRPP Operatino 

15 Committee in November 1996 Accordingly , FPL IS not 

16 requesting recovery at this time FPL IS requesting that the 

17 Commtss1on recognize this project for potenttal future recovery 

1 a after completion. 

19 

20 

21 

a. 

A 

Does this conclude your testil't'ony? 

Yes, it does. 

6 
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5 a. 
6 A. 

GULF POWER COMPANY 

Before the Florida Public Service Commission 

Prepared Direct Testimony of 

James 0 Vick 

Docket No 960007-EI 

Date of Filing: May 20, 1996 

Please state your name and business address. 

4 0 

My name is James 0 . Vick and my business address is 500 Bayfront Parkway, 

1 Pensacola, Florida, 32501-0328. 

8 

'> a By whom are you employed and in what capac1ty? 

10 A. I am employed by Gulf Power Company as the Supervisor of Enwonmental 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 

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

1 s c:. il 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, 

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

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

19 Engineer and Senior Environmental Liceno;ing Engineer. In 1989, I assumed my 

20 present position as Supervisor of Environmental Affairs. 

21 

What are your responsibilities With Gult Power Company? 

23 A. As Supervisor vf Enwonmental Affairs, my primary responsibility is overseeing the 

2-1 activities of the Environmental Affa1rs section to ensure the Company IS, and 

25 remains, tn compliance wtth environmental laws and regulations, i.e., both existing 



4 1 

laws and such laws and regulat•ons that may be enncted or amended in the future 

:! In performing this function, I have the responsibility for numerouc environmental 

3 programs and projects. 

5 a Are you the same James 0 . Vlck who has previously testified before this 

6 Commission on various environmental matters? 

1 A. Yes. 

K 

? Q. 

10 A. 

What is the purpose of your testimony in this proceeding? 

The purpose of my testimony is to support Gulf Power Company's true-up period 

11 ending March 31 , 1996. In her testimony and schedules, Ms Cranmer has 

12 identified the carrying costs (including depreciation expense and dismantlement 

13 costs) associated with env1ronmental investment and the O&M expenses included in 

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

15 projected and actual costs. 

17 Q . 

18 

19 

20 A. 

Please compare Gulfs recoverable environmental capital costs included in the true

up calculation for the period October through March 1996 with the approved project 

amounts. 

As reflected in Ms. Cranmer's Schedule OA, the recoverable capital costs included m 

21 the true-up calculation total $4,536,342 as compared to the estimated true-up 

22 amount of $4,543,346. This resulted in a variance of ($7,004). With tt,e exception 

:!3 of Line Item 1 16, S02 Allowances, the variances in these projects/programs were 

2-1 not significant and do not require further detailed explanation. 

2S 

Dockc:l No. 960007-EI Page 2 Wnuc;n: Jame~ 0 . V•ck 
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a. Please explain the variance in S02 Allowances during the recovery period. 

::! A. Gulf did not project gains from the sale of withheld allowances from the EPA auct1on 

3 held in March when preparing the projection filing . In March, Gulf sold vintage 1!:1l16 

·I withheld allowances in the amount of $91,239.46. This gam will be amortized over 

s the remammg ten months ($9,124 per month from March-December) of fiscal 1996 

6 which equates to the variance. 

7 

s a. How do Gulfs actual O&M expenses con pare to the amounts included in the 

9 estimated true-up? 

10 A. Ms Cranmer's Schedule 4A reflects that Gulf incurred a total of $1 ,720,285 in 

11 recoverable O&M expenses for the period as compared to the amou.-:t included in 

12 the est1mated true-up of $2,230,178. This results in a variance of ($509,893). I will 

13 address the variances for the O&M projects/programs. 

14 

1s a Please explain the variance in the Sulfur category (Line Item 1.1 ). 

16 A. Expenses during the penod totaled $2,927 resulting In a vanance of ($21 ,073}. This 

17 vanance was due to limited use of sulfur in the flue gas inj6ctlon system during the 

111 period. Crist Unit 7 being offline for a maintenance outage for almost two months of 

19 the period contributed to the variance. 

:w 

::11 a. 

lJ 

Please explain the vanances In the Air Emiss1on Feds category (line Item 1 2). 

Air Emission Fees were projected at $350,700 for the period AS compared to actual 

expenses of $161 ,650 which resulted in a variance of ($189 050) In February 

2-1 1995, Gulf Instituted an S02 substitution plan which changed the status of Crist 

"'5 Units 4 and 5 and Scholz Units 1 and 2 to Phase I substitution units. All of Gulf 

Docl.c1 No. 960007-EI Page3 
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Power's electric generating units except Crist Units 6 and 7 were inrtially designated 

~ as Phase II units under the Clean Air Act Amendments of 1990. Atr err.isston fees 

4 

~ 

(o 

7 

R 

q 

10 

II 

1:? 

1.1 

1·1 

IS 

Ill 

17 

18 

19 

~0 

:!I 

22 

23 

.'4 

~!i 

a. 
A 

a. 
A 

a 

A. 

were requlrod by the State for all Phase II untts. In early 1996 the Flonda 

Department of Enwronmental Protection (FDEP) agroed that substitution units were 

not subject to atr emission fees. The only units for which 1995 air emission fees 

were due were for Cnst Units 1-3 and Smith Un1ts 1 and 2. The fees were paid •n 

February 19961n the amount of $161,500. The variar.ce was a result of not havtng 

to pay fees for the units that were redesignated at substitution units. 

Please explain the ($26,687) variance In the Title V category (line Item 1 3) 

The Title .J permitting is on-gomg Expenses Incurred dunng the period for the 

permttting process were less than anticipated due to delays In the Title V program 

Implementation by fDEP 

Please explain the ($2,294) variance tn the Asbestos Fees category (line Item 1.4). 

The projected amount Included Asbestos Fee Nottftcations which were expected to 

be incurred during the t~cheduled Crist Unit 7 outage Less Asbestos Containtng 

Materials (ACM) were encountered during Crist Untt 7 outage than was anticipated 

whtch resulted tn the vanance. 

Pl~ase explain the ($29,472) variance in the Emission Monltonng category (Line 

Item 1 5) 

The proJeCted amount included expenses for Relative Accuracy Test Audits 

(RATA's). FPSC approved program The projections were calculated using previous 

year expense 1n;ormat1on whtch mcluded several scheduled and unscheduled 

Dt)(l..cl No. Cl(l{)()07-1: 1 
Wunc.n· Jamc:~ 0 Vtcl. 
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additional tests. The required frequency for these Continuous Emission Momtonng 

2 RATA tests IS six months, or one year. depend1ng upon the quality of th:l results of 

3 the RATA There are also requirements to perform "emergency" maintenance 

-1 activities. RATA quality results have been exceptional and qualify Gulf for testrng 011 

s an annual basis. This resulted ir, fewer RATA's being required during the penod 

6 There were no incidences during the period which resulted in an emergency RAT A 

1 The fewer RATA's during the period resulted ir, d decrease in expenses 

8 

9 Q 

10 

II A 

Please explain the variance of ($179,074) In the General Water Quality category 

(Line Item 1.6). 

Three projects within this category contributed to this variance. F1rst. the 

12 Groundwater Monitoring Plan for Plant Smith has not yet been approved b~' the 

13 FDEP. This accounts for delays in projected expenses. Secondly, the Plant Smith 

,., Sorl Contamination Study is on-going, but expenses were less than anticipated 

IS during the period. Lastly, the Surface Water Studres which are currently being 

16 conducted at Plants Cnst, Smith and Scholz are beh1nd schedule. Activities and 

11 expenses for each of these projects are expected to incrc:ase In the near future, and 

18 expenses will level over t1me. 

19 

10 Q . 

21 

22 A. 

Please explain the (47,015} variance tn the Groundwater Mvnrtonng Investigation 

category (Line Item 1. 7) 

The FDEP has delayed approval of project activities In this category which 

23 subsequently has delayed projected expenditures Upon FDEP approval, these 

24 activitres and related expenses will commence. 

25 

!)ocket No. 960007-fl Page 5 Wttness: James 0 Vick 
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4 5 

Plea~e explain the variance of (19,404) In the Lead and Copper category (Line Item 

1.9) 

Delays 1n tmplementatton of the Lead and Copper program at Plant Smith resulted 

4 1n expenses being less than projected. Implementation of the program ts underway 

s at Plant Smith, and these expenses should be incurred In the future. 

6 

1 a. 

8 

I) A. 

Please explain the ($2,564) variance 1n the Env~ronmental Auditing/Assessment 

Program (Line Item 1 10). 

There was minimal activity in this program during the recovery period. Gulf 

10 antictpates environmental assessment activities to Increase later In the year. 

II 

12 a. 

13 

14 A. 

15 

Please explain the $6,740 variance in the General Solid and Hazardous Waste 

category (Line Item 1.11) 

This program historically encounters fluctuations in approved program activities 

which are directly related to the quantittes of solid and hazardous waste generated 

16 through Gulfs operations which require proper disposal within regulatory guidelines 

11 During this recovery penod, those quantities of waste requiring disposal exceeded 

18 our projection. 

19 

:!0 Q 

21 A. 

22 

23 

24 

Does this conclude your testimony? 

Yes. 

Dod.c:t No. 960007-EI Pag.:6 Witm~~s: James 0 . Vick 
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GULF POWER COMPANY 

Before the Florida Public Serv1ce Comm1ss1on 
Prepared Direct Testimony of 

James 0 . V1r-k 
Docket No 960007 -EI 

Date of Filing June 24, 1996 

Please stale your name and business address 

My name ts James 0 . Vick and my business address is 500 Bayfront 

7 Parkway, Pensacola, Flonda, 32501-0328 

•1 a By whom are you employed and in what capactty? 

4 6 

111 A I am employed by Gulf Power Company as the Supervtsor of Environmental 

11 Affairs 

12 

n a. Mr Vick, will you please dascribe your education and experience? 

lool A I graduated from Flonda State Untversity, Tallahas~ee, Florida, in 1975 with 

1 ~ a Bachelor of Science Degree in Manne Btology I also hold a Bachelor's 

"' Degree tn C1vtl Engtneenng from the Untverslly of South Flonda tn Tampa, 

17 Florida In addttton, I have a Masters of Sctence Degree tn Management 

JK from Troy State Untvers1ty, Pensacola, Flonda I JOined Gulf Power Company 

I'J m August 1978 as an Associate Engtneer I have since held vanous 

211 engtneenng positions such as Atr Quality Engineer and Senter Enwonmental 

21 Licensing Engtneer In 1990, I assumed my present position as Supervisor 

22 of Environmenll'11 Affa1rs 

21 

H 0 What ara your respons1b1hlles with Gulf Power Company? 

2~ A As Superv1sor of Environmental Affatrs. my pnmary responsibility is 



overseetng the activtties of the Environmental Affairs section to ensure the 

2 Company is, and rematns, 1n compliance w1th enVIronmental laws and 

1 regulations, i.e., both existing laws and such laws and regulations that may 

~ be enacted or amended 1n the future In performtng this function, I have the 

s responsibility for numerous envtrorrnental activities. 

1 a Are you the same James 0 . Vick who has prev1ously testified before th1s 

x Comm1ss1on on various environmental matters? 

•1 A Yes 

Ill 

II Q What is the purpose of your testimony m this proceeding? 

12 A The purpose of my testtmony IS to support Gulf Power Company's proJection 

1' of environmental compliance amounts recoverable through the 

1~ t:nwonmental Cost Recovery Clause (ECRC) for the period October 1996 

15 through September 1997 I will discuss the amounts tncluded 1n the 

lfl projection period for those compliance activities previously approved by the 

11 Commission and one new project requested for 1nclus1on 1n ECRC 

1x Additionally, I w11l provide testimony to support Gulf Power Company's 

1•1 projection of Clean Atr Act Amendments (CAAA) em1ss1on allowances 

''· expended dunng the period October 1996 through September 1997 and Will 

21 be available to answer any questions concerning the Company s CAAA 

22 allowance administration. 

2-1 a Mr. Vtck please Identify the cap1tal proJects 1ncJuded 1n Gulfs ECRC 

2~ calculattons. 

Docket No. ')611CIH7·EI Page: 2 Witness· James 0 . Vtck 
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2 

A listtng of the environmental capital projects whtch have been mcluded tn 

Gulfs ECRC calculations has been provtded to Ms. Cranmer and tnclude& 

1 expenditures, clearings, retirements, and cost of removal currently projected 

~ for each of these projects These amounts were provided to Ms Cranmer, 

5 who has comptled Schedules 42-3P, 42-3PA, 42-4P, and 42-4PA of her 

1. testimony Schedules 42-4P and 42-4PA reflect the expenditures. cleanngs, 

i retirements, and cost of removal currently projected for each of these 

x proJects These amounts were provided to Ms. Cranmer, who calculated the 

" associated revenue requirements for our requested recovery. All the listed 

111 projects are assoctated wtth environmental compliance acttvtttes which have 

11 been prevtously approved for recovery through the ECRC by this 

12 Commtssion tn Docket No. 930613-EI and past proceedtngs in this ongotng 

11 recovery docket 

I~ 

15 Q Are there any new capital projects included 1n the Company's projection for 

u; whtch Gulf seeks recovery through the Envtronmental Cost Recovery 

17 Clause? 

II\ A Yes One ttem, Upgrade Crist 6 CEMS Flow Mon1tors (PE 1164), ts 

I'J requested for recovery through ECRC The ex1st1ng Cnst 6 flow system, a 

20 Clean Atr Act Amendment requirement, IS becom1ng more expenstve to 

21 maintain as it approaches the end of its life expectancy. The 'naintenance 

n costs of the existtng system are anticipated to increase over the next four 

21 years Further the accuracy and reliability of the extsttng system ts 

! -1 predtcted to continue decteastng over the same ttme penod The upgraded 

2 ~ flow syste'Tl will provide Gulf with the aC'curacy and reliability necessary to 

l)()(;k Ct No %HII(I7·EI Page J Wnn~s J,uuc~ 0 Vacl.. 
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maintain compliance with CAAA requirements. From an economic 

2 standpoint, it is prudent for Gulf to upgrade the system at this time. The 

1 expected savings from upgrading the system outweigh the expected 

~ ma1ntenance costs that would be incurred through maintenance of the 

~ existing system over the next four years. 

6 

1 a. Please compare the Environmental Operation and Maintenance (0 & M) 

activities listed on Schedules 42-2P and 42-2PA of Exhibit SDC-2 to thEI 

•1 0 & M act1v1ties approvsd for cost recovery in past ECRC dockets. 

The 0 & M activities listed on Schedules 42-2P and 42-PA have all been 

11 approved for recovery through the ECRC in past proceedings. These 0 & M 

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

11 major categories-Air Quality, Water Quality, Environmental Programs 

1-1 Adm1n1strat1on. and Solid and Hazardous Waste. I will discuss each 0 & M 

15 act1v1ty within each of these majorr categories and the proJected expenses 

I (• later in my testimony. 

17 

Ill Q 

I ') A. 

What 0 & M activities are included in the Air Quality category? 

There are five 0 & M activities included in this category: 

:w The first, Sulfur (Ltne Item 1.1 ), refers to the flue gas sulfur injection 

.! 1 system needed to improve the collection efficiency of the Crist Unit 7 

22 electrostatic prec1p1tator when burning low sulfur coal. As stated in previous 

21 testimony, the injection of raw sulfur into the Oue gas enhances the 

2-' collection efficiency of thtJ electrostatic precipitator when burning low sulfur 

25 coal. Presently, the coal supply at Cnst is of such quality 1n sulfur content 

Dnckc1 No 960007-El Page 4 W1tnc:ss James 0 Vu:k 
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that sulfur Injection is not necessary to meet the sulfur dioxide emission 

2 requirements of the CAAA. Consequently, Gulf has not projected any 

expenditures for this line item for the penod s1nce the ava1lab1llty of the 

" present fuel supply, is expected to continue. However, sulfur InjeCtiOn is 

5 dependent upon the quality of fuel, and m1ght once again be required 

(, depending upon the quality of a particular coal supply. 

1 The second activity listed on Schedules 42-2P and 42-2PA, Air 

x Em1ss1on Fees (Line Item 1.2), represerts the expenses projected for the 

" annual fees required by the CAAA. The expenses projected for the s1x-month 

10 recovery period total $162,093 and for the annual recovery r,.errod total 

II $229,593. 

12 The third activity listed on Schedules 42-2P and 42-2PA. Title V 

11 Permits (Line Item 1 3), represents projected e)(penses associated with the 

1-1 implementation of the Title V permits. The total estimated expenses for the 

15 Title V Program during the recovery period are $48,853 and $97,989 for the 

16 six-month and 12-month periods, respectively. 

11 The fourth activity listed on Schedules 42-2P and 42-2PA, Asbestos 

1x Not1ficat1on Fees (Line Item 1 4), are required to be paid to tht! Florida 

t 'J Department of Environmental Protection (FDEP) for the purpose of allowing 

:!II planned and emergency asbestos abatement activrt1es at Gulfs facilities. 

21 The expenses projected for the recovery p&nods total $3,246 for six- months 

22 and $5,000 for 12-months. 

21 The fifth activity listed on Schedules 42-2P and 42-2PA. Emission 

!ol Monitonng (L1ne Item 1 .5), reflects an ongo1ng 0 & M expense associated 

,~ w1th th~ new Continuous Emission Monitoring equ1pment (CEM) as required 

Doxkct No ')60007-EI Page S WttOCS) Jomcs 0 . Vtck 
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by the CAAA These expenses are 1ncurred rn response to the federal 

Environmental Protect1on Agency's (EPA) requirements that the Company 

perform Quality Assurance/Quality Control (QAIQC) testrng for the CEMs, 

rnclud1ng Relatrve Accuracy Test Audris (RATA) and linearrty Tests The 

expenses projected to occur during the recovery penod for these actrv1ties 

total $152.485 for s1x-months ar'ld $305,773 for 12-months 

What 0 & M actrvitres are included ir, Water Quality? 

General Water Quality (line Item 1 6), Identified in Schedules 42-2P and 

42-~PA, rncludes Soil Contamination Studies, Dechlorinadon, Groundwater 

Mon1torrng Plan Revisions, Surface Water Studies, and Dan1el Groundwater 

Monrtonng All the programs included in L1ne Item 1 6, General Water 

Quality, have bet"n approved 1n past proceedings The expenses projected 

to occur dunng the recovery period for these actrvrtres total $299,532 and 

$543 340 for the srx-month and 12-month perrods, respectrvely 

The second actrvrty listed rn the Water Quality Category, Groundwater 

Contaminatron lnvest1gatron (Lrne Item 1 7), was prevrously approved for 

environmental cost recovery in Docket No. 930613-EI Tlus actiVIty IS 

projected to rncur incremental expenses totaling $530,212 and $979,551 

dunng the Six-month and 12-month recovery periods 

Lrne Item 1 8, State NPDES Adminrstratron, was prevrously approved 

for recovery in the ECRC and reflects expenses assoc1ated wrth the f1lrng of 

two permit applicatrons, Tnese expenses are expected to rncur $49,500 

during the recovery ~riod 

Doc;.l.c:r No 'Xoi!OII7-1:1 Page(, Wuneu James 0 V1tk 
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Finally, Line Item 1.9, Lead and Copper Rule, was also previously 

2 approved for ECRC recovery and reflects sampling and analytical costs for 

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

-l $4,133 and $8,127 during the six-month and 12-month recovery periods. 

5 

6 Q . 

7 

X A 

') 

What activities are included in the Environmental Affairs Administration 

Category? 

Only one 0 & M activity is included in this category on Schedules 42-2P and 

42-2PA (line Item 1.10). This Line Item refers to the Company's 

10 EnVIfonmental AudiVAssessment function This program 1s an on-going 

11 compuance activity previously approved and is projected to incur expenses 

12 totaling $5,076 and $7,230 during the six-month and 12-month recovery 

1' periods, respectively. 

1-l 

l:i Q 

16 

What 0 & M activities are included in the Solid and Hazardous Waste 

category? 

17 A Only one program, General Solid and Hazardous Waste {Line Item 1 11 ); •s 

1 s included in the Solid and Hazardous Waste category on Schedules 42-2P 

''' and 42-2PA This act1vity involves the proper identification, handling, 

2u storage, transportation and disposal of solid and hazardous wastes as 

21 required by Federal and State regulations This program 1s an on-go1ng 

22 compliance activity previously approved and is projected to incur incremental 

21 expenses totaling $89,537 for the six-month period and $180,509 during the 

2-1 12-month r~covery period. 

Docket No 960007·EI Page 7 Wuncss· James 0 Vtck 
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a How dtd you denve the 0 & M expenses the Company identified 1n 

2 Ms. Cranmer's exhibits for consideration 1n the Environmental Cost Recovery 

1 Clause? 

We have based this information on projected 1996-1997 enwonmental 

expenses for the t1me frame of October 1996 through September 1997 

<• 0 & M expenses resulting from environmental compliance act1v111es for the 

1 penod October 1996 through March 1997 are listed on Schedule 42-2P and 

x for the penod October 1996 through September 1997 are listed on Schedule 

., 42-2PA. This information was provided to Ms. Cranmer fer her to include in 

10 the calculation of the total revenue reqwements. 

II 

12 a 
I l 

For the penod Apnl1996 through September 1996, do you expect SIQnlftcant 

variances rn 0 & M expenses. and 1f so. pleasG expla1n these vanances 

I~ A Yes. Gulf's best estimate is that n1ne categones are expected to have 

15 variances dunng this period These expected variances are based on two 

H· months of actual and four months of projected data. However, these 

17 vanances are subject to change depend1ng on the level of activ1ty dunng the 

1 x rematnder of the period 

I'' The f1rst category Sulfur, reflects an expected vanance of ($11,496) 

211 This vanance 1s the result of the current fuel supply at Plant Cnst be1ng of 

1 1 such quality that sulfur rnjection is not necessary to meet emission 

22 requirements of the CAAA 

~' The second category, Air Em1sston Fees. reflects a variance of 

1 ~ ($86.500) The projected emtJSIOn fees for Plant Dantel were stgntftcanlly 

2~ less than ongtnally expected. which resulted in the vanance 

Dod.cl No %U<Kl7-EI Page I! WiLncss J:tn~e: 0 Vtck 
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L1ne 1tem 1.4, Asbestos Fees, reflects a vanance of ($832) Th1s 

2 variance resulted from a smaller quantity of asbestos-containing material 

1 (ACM) be1ng encountered during the planned spring outage at Plant Cnst 

-1 Lme item 1 5, Emission Monitoring, reflects a variance of 

~ ($16,349) The vanance is the result of fewer Relattve Accuracy Test Aud1ts 

r. {RATA's) be1ng performed at Plant Cnst due to the performance of the 

1 conttnuous em1sston monitoring system (CEMS). When a RATA 1nd1cates an 

x accuracy of 95 percent or greater for a CEM system, only one RATA per year 

•J 1s required instead of the normal 'two. 

111 :...1ne 1tem 1 7, Groundwater Contamination Investigation, reflects a 

11 variance of ($124,326) This variance is s1mply the result of scheduling 

12 Planned act1v111es w1th1n this category have yet to commence pend1ng F DEP 

11 approval of proposed action plans Once FDEP has approved these plans, 

1-1 activities in this project wtll resume as anticipated. 

" Line item 1.8, NPDES Administration, reflects a variance of ($15,000) 

"' Th1s vanance 1S the result of the subm1ttal of the NPDES application fees for 

17 Plant Cnst and Scholz betng moved to March 1997 

111 Line 1tem 1 9 Lead and Copper Rule reflects a vancmce of ($5,242) 

1'.1 The variance ts the result of actual program costs at Plant Sm1th be1ng less 

~~~ than projected The quant1ty of chem1cals anhctpat(jd for use at Plant Smtih 

21 are less than ongtnally expected. 

22 Line 1tem 1 10, Environmental Auditing/Assessment, reflects a 

21 vanance of ($84u) . The var•ance is the result of no environmental 

::!-1 assessment activities being performed during the penod 

l)od.cl No %1l\1117-EI Page IJ Witness James 0 \l•ck 
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L1ne item 1.11, General Solid and Hazardous Waste, reflects a 

~ vanance of ($1 8,282). The variance is the result of projected quantities of 

1 waste generated being less than projected. 

5 Q . Has the Company included expenditures for emission allowances in its 

r, projection for this filing? 

7 A Yes. Phase I of the CAA became effective Jam•ary 1, 1995; therefore, this 

K proJection includes an estimate of the cost of allowances to be expended 

•1 during the period October 1996 through September 1997 

II Q How 1s the number of allowances expected to be used projected? 

12 A. The same fuel budget model that predicts the coal burn 1n units affected by 

11 CAA Phase I also forecasts the number of tons of sulfur in the coal burned, 

14 WhiCh IS readily converted tO tons Of S02. 

15 

f(, Q. 

17 A 

1 .. ,, 

t•J 

] I 

22 

B Q 

How was the cost of allowances to be expended determined for the forecas!? 

The projected cost of allowances was determined by a method very simtlar to 

fuel inventory as specified by FERC procedures In other words, allowances 

are held "1n stock" at cost and are "issued" at the projected cost of 

allowances which ts based on anticipated allowances granted net of 

allowance sales, purchases, and transfers. 

Did the Company project the purchase or sale of allowances dunng the 

2 a forecast period? 

Docket No. 960007-EI Page 10 Wuncss Jnrncs 0 Vrck 
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No The only transact1ons projected are the inventory adjustments for 

allowances surrendered to the EPA for 1996 emiss1ons and the 1996 

allowances allocated from the EPA. 

Does thts conclude your testimony? 

Yes. 
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GULF POWER COMPANY 

Before the flo r ida Publlc Service Commission 
Direct Testimony of 

Susan D. Cranmer 
Docket No. 960007-EI 

Date of Filing: May 20, 1996 

Please state you r name, husin~~s dddrP.ss and 

occupa t ion . 

57 

My name is Susan Cranmer. My business address is 500 

Bayfront Parkway, Pensacola, Florida 32501. I hold 

the posit1on of Assistant Secretary and Assistant 

T:easurer fo r Gulf Power Company. In this posltion, 

am responsiblP for supervistng the Rates and 

Regulato ry Matters Department . 

Please brLefly describe your cducationa: background 

and business experience. 

1 rJ raduatcd from Wake Forest Uni vcrsi ty in 

Wlnston-Salcm, North Carolinn in 1981 w1 th a Bachelor 

of Science Degree i n Busine~s and !rom the University 

of West Florida in 19~2 with a Bachelor of Arts Doqreo 

in Accounting . I am also a Ce r ti fied Public 

r~ccountant llcensed l.n the State of Flo rida. 1 joined 

GuU Power Company in 1983 as a rinancinl Analyst. 

Pr1 0t to ussum1 ng my curn:nt position, I hi!Vl~ held 

various posit ions with Gult u:cl ud1ng Computer 
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t-lodeling Analyst, Senior Financ1al Analyst. , and 

2 Supervisor of Rate Services. 

t-ly responsibillties include supcrviston o1 : 

•i tariff admir.istration, cost of serv1ce nct.1vitjes, 

calculation of cost r ecovery factors, the regulatory 

•• filtnq function of the Rates and Regulatory M~tlers 

7 Depa rtment and various treasury activttic5 . 

!lave you prepared an exh.bit that contains information 

to whlCh you will refer 1n your testimony? 

11 A. Yes, I have . 

1? Counsel: W~ ask that Ms. Cranmer ' s Exhibit 

13 consisting of eight sch~dules be martcd as 

14 Exhibit No . ~ {SOC-1). 

'I 

1•> 0 . Are you famil1ar wi th Lhc Environmental Cost Rucovcry 

1 I CliJusc (ECRC) True-up t.:alculation for the penod of 

16 October 1995 thrcugh March 1996 set forth in your 

C>Xhibil? 

2 (J A • Yes . These documents were prepared under my 

?1 supervision . 

Q. Have you verified that lG the best: of your knowledge 

,wd hcJ li'f tile Information contnlnecl in these 

l>oe>.• l tlo. r, .lOOO'J-E:I l'aqt.: 2 W1 tneaa: Su11an D. C rur.r-..er 
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documents is correct? 

Yes, I have. 

\·!hilt 1s the amount to be refunded or collected in Lhe 

recovery period beginning October 1996? 

;,n amount to be refunded of ~686, 617 was calcul.Jtcd as 

shown on Schedule lA of my exhibit . 

!low was this amount calculated? 

The $686,617 was calculated by takinrJ Uae dlflerc.::nc(• 

zn the estimated October 1995 through Marclt 1996 

under-recovery of ~669,968 as approved 1n Order No. 

PSC-96-0361-FOF-EI, dated l~tlrCh 13, 1996 and the 

dCLual over-recovery of $16,649, which is the sum of 

ltnes 5, 6, and 10 on Schedule 2A . 

Please describe Schedules 2A and JA of your exhibtt. 

Schedule 2A shows the calculation of the actudl over-

recovery 0 1 environmental costs for the period October 

19Cf !.o Lhrouqh t-1orch 1996. Srncdulc 3A of my cxhtbit ts 

the cn1culation of the interest prov1s1on on the over-

recovery. Th1s is the same method of calculating 

intere:;t that · s used in the Fuel Cost Reco very (FCR) 

rlnd Purchased Power Capac1ty Cost IPPCCl Recovery 

Cl <tUSe S . 

Uod'.et. 110. 960001-r:J \o/it.nes~: sua11n fJ. Cc.1nmer 
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Please describe Schedules 4A and SA of ~·our exhthi:... 

Schedu I e 4A compares t:hc actua 1 0 & 11 expenses tor thr· 

period with the est1mat~d/aclual 0 & M expense~ 

included 1n the estimated true-up filed January 2/, 

1996 . Schedule SA shows the monthly 0 & M expenses by 

activ1Ly, along with the calculation of jur1sd1ctional 

0 & M expenses . Mr. Vid: descnbcs the main n~asons 

for the vanances in 0 & M exr>P.nses Jn li1s true-up 

testimony . 

Please descrlb( Schedules 6A and 7A oi your eYhib1t. 

Schedule 6A compares the actual carryjnq costs related 

to Investment with the estimated/actual amount 

included in lhe ~estimaled true-up filed January ~2, 

1996 . The recoverable costs include the return on 

investment, depreciation e xpense , dismantlement 

accrual, property tax , and cost of em1ss1on al! o~ancc~ 

~ssoctated with each environmental cap1Lal proJect for 

the period October 1995 through March 1996. Sched11le 

7A provides th~ monthly rarr¥lng costs assOCldtcc! wtth 

each pro)ccl, along with the calculat:lo11 of the 

JUrlsdictional carrying costs. ln hts l<'Stimony, 

l-1r. Vld: descr1bes the reason for the maJor V<Hllmce 

in recoverable costs relal:ed to environmental 

1nvestment. 

r o ; , t :lo . ' •tJ0007 • t:! 



61 

Q. Please describe Schedule SA of your cxhtbit. 

2 A. Schedule SA provides the monthly calculation of the 

recoverable costs associated with each capital 

oroJert . As l stated earltcr, these cc.sts incluoc 

return on investment, deprectation expe~se, 

5 dismantlement accrual, property tax, and the cost ot 

7 emission allowances . Pages 1 through 15 of 

8 Schedule 8A show the investment and associated costs 

r, related to capiLal pro]c~Ls, while page 16 shows the 

1 u investment and costs related to emission allowances . 

1 1 

12 Q. Ms. Cranmer, does this conclude your testimony? 

J:j A Yes, it does. 

~ •1 

. ' . ;) 

l ,, 

1"1 

18 

1 c. 

;'Ct 

# ' t I 

2? 

23 
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GULF POWER COMPANY 

Befor~ the Florida Public Serv ice Commission 
Direct TesLlmony of 

Susan D. rranmer 
Docket No . 960007 E! 

Date of Filing: June 24, 1996 

Please state your name, ?usiness address and 

occupation . 

6 2 

My name is Susan Cranmer . My business address is SOO 

Bayfronl Parkway, Pensacola , rlonda 32C,Ol. hold 

the position ol Assista~t Secretary and Ass1stanL 

Treasurer for Gulf Power Compan; . 

Please briefly describe your educational background 

and bus1ness experience . 

T graduated from Wa ke Forest Univcr~ily in 

~lnston-Salcm, North Carolina in 1981 ~1th a Bache lor 

of Science Degree 1n Business and from the Universtty 

of ~est Flo,ida in 1982 w1Lh a Bachelor of Arts Degree 

1n Accounting . I am also a Cer~ified Publ1c 

1\cc:ou~al.drlL l1ccnsed .t.n Lhe ~.tate of Jo'lor.tdo. J joint.!d 

Gulf Power Company in 1983 as a Financial Analyst . 

Pr 1or to ,-.ssuminq my currcr1t po:>iticn, I lwv•• lwld 

var1ous postt1ons with Gulf including Computer 

:·~oceling Analyst, Sen1or Financial rma~yst, and 

Surcrvisor of Rate Services. 
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My responsibilities include supervision of: 

tariff administration, cost of scr'J1ce aclivities , 

calculation of cost recovery factor~. the regulatory 

fil1ng function of the Rates and Regulatory Mat ters 

5 Department , and various treasury activities. 

G 

') . Have you previously filed testimony before this 

comm1ssion 1n connection with Gulf ' s Env1ronment:al 

Cost Rer.overy Clause (ECRC)? 

10 A . Yes, I have . 

1 1 

. .... •J . Wh~L is the purpcse ot your testimony? 

13 A . The purpose of my tes timony 1s to present both the 

1 ·i calculation of the revenue requirements and the 

1~ de velopment of the environmental cost recovery factors 

1 (. for the six month per1od of October 1996 through March 

1997 . I will also d1scuss Gul f' s proposal to chang~ 

' • <: its ECRC factors f~om semi-annual to annual factor~ . 

1·o support this proposed change , I have <sl so 

20 calculated the revenue requirements and developed the 

?1 F.CRC factors for the 12-monLh period of October 1996 

22 through September 1J97 . 

(' . llc•VC you pn.•pared Dn cxh101L that contlllfl~ J.nformtJllon 

to which you will refer in y~our test:ln1ony? 

Do~~et No. 960007 - El Wl tnc:J~: SUIII>n [). Ct•lnm"r 
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!1. Yes, I have. My exhibit consists of 22 schedules , 

each of which were prepared under my directlon , 

supervision , or review . 

o. 

A. 

Counsel : We ask that Ms. Cranmer ' s Exhib1t cons1sting 

of 2/. schedules be markerl a~ Exhibit 

No . 4_(SDC-?.) . 

Why is Gulf propos1ng to chunge its ECRC fuctors from 

a si x-month to a one-year cycle? 

first , chanqing to a one-year cycle would levcli~c the 

1-:cw:: factor , wh ich 1.ncreases customer satisfaction. 

Currenlly, us ing a six-month factor, Gul l ' s ECRC 

factor goes down in the summer by 10-1 :' pr!rcen t.: and 

back up in L!1e w1nter by 10-12 percent simply because 

the summer Y.ilowatt-hours used t o calculate the !actor 

'"'' hiiJh~l Lhclll Lhe Wlllll.•r ktlowaLL-hours . Also , Gul l 

pro)ects its operating and maintenance 10 & Ml 

expenses on an a~nual bas1s. from one 12-monLh pcr1od 

to the next, expenses relat~d to many of Gul f' s 0 & M 

activittes do not vary winely . Hc·,.,evcr , from month to 

month there may be variances due to the tlming ol 

payments for such LnJ.ngs as annual permit !<.:es or 

l1ccnses . Usiny a 1?.-month projecuon period WOl:ld 

even out the poss1ble factor fluctuaL1on caused by 

incurring sucl1 annual expenses 1n one s1x-month pcnod 

Do• ~el ~o. 9~0007-EI Pnqe 3 
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and not the next. flr.a!ly, by changiny to a onc-yccJt 

cycle, adminlstrative costs assoc1ated ~lith the filing 

- legal fees, regulatory review, hearings, etc. - arc 

decreased for both the Company and the Comnisston 

Staff. Schedules 42-lPT\ through ·1?.- '/PT\ prov1d•! iHlllUal 

data for the per1od October 1996 through Septemher 

1997, corresponding to Schedules 42-lP through ~2-7P 

for the sem1-annual period. In the remainder of my 

tesumony, I w1ll refer to boLh tlH sr.m1-annual (P) 

and annual (I'J\1 projection schedules when discuss1ng 

Gulf ' ~ requcsLe~ amounts and !nctors. 

What cnvirollm<'nLnl costs ls C.ult requc!.. ting for 

recovery Lhr~ugh the E~~Jronmcntal Cost Recovery 

Clause? 

As d1scussed in the testimony of J. 0. Vick, Gulf 1s 

requesting recovery for certa1n environmental 

complianct: operating e:>t:penscs and capital costs th •• t 

~r~ consistent with both Lh~ decision of the 

Commission 1n Docket No. 93 0 tj 13-J::l and with past 

procecdi OCJS in this ongoing recovery docket. The 

costs we have 1de'll1fied for rr!cOVI~ry through L11•.! r:C:kC 

are no~ currently be1ng recovered through base ra~cs 

o r any o ther recovery mcchantsm. 

Docket Ho. 960007-El Page 4 141 tncss: S.Jslln D. Cr.uam•:r 
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o. What has Gulf calculated as the total true-up to be 

appll~d in Lhe period October 1996 through March 1997? 

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

$1,085,683 . This 1ncludes a final true-up over-

5 recovery of $686,617 for the period October 1995 

6 throu9h March 1996 as shown on line 3 of Schedules 

47.-lP and 42-lPA . It also incl udes an estimated over-

recovery of $399, 066 for the period Apr1l 1996 through 

9 Septemb~r 1996, as shown on line 2 of ~chedules 42-12 

10 and 42-lPA . The detailed calculations supporting Lhe 

ll estimated true-up are contai ned in Schedules 42-1~ 

I? throuah 42-SE. The calculation of Lhe total true-up 

I 3 1s the same for the annual recovery factors, 1f 

14 approved . 

15 

16 Q. How was the amount of 0 & M e xpenses to be recovered 

j I through the ECRC calculated'? 

I 8 A. Mr. Vick has provided me with projected recoverable 

] ~ 0 ~ M expenses for October 1996 through September 

20 1997 . Schedules 42-2P and 42-2PA of my exhib1t show 

7.1 the calculation of the recoverable 0 & M expenses 

broken down between the demand-related and energy-

related expense5. Also, Schedules 42-2P and 42-2PA 

provlde Lhe appropr1ate JUrlsdicLional factors and 

25 amounts related to these expenses . All 0 ~ M expenses 

OockeL No. 960007-EI rnqe s W1tne5n: Suaan 0. Cranmer 
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assoc1at~d with compliance wilh the Clean A1r Act 

Amendments of 1990 were considered t.:o be cncrqy-

related, consistent with Commission Oraer No. 

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

broi:cn down between demi.l: .ci rHld cncrqy cortsi:;tcnt Hill• 

Gulf ' s last approved cost-ot-servicc methodology in 

Docket No . 891345-EI. 

Q. Pleas~ describe Schedules 47.-JP , 42-JPA, 42-4P, and 

42-IJPA of your exhibit . 

A . Schedules 42-JP and 42-3PA surnmanze the mont.:hl y 

recoverable revenue requirements associated w1t.:h each 

capital investment for the sem1-annual and annual 

recovery periods . Schedules 42-IJP o~nd 4.2-4PA show the 

detailed ca l culation of the revenue requ1rcments 

associated w1th each investment . Thcs~ schedules <~1so 

1nclude the calculation of the jur1sdictional amount 

of recoverable revenue requtremcnts. Mr. Vick has 

provided me with the expcndttur~5, cleuring~, 

retirements, and cost of removal related to each 

,; .. pi l:<tl proJ l!Ct and the monthly costs of cm1 ss ion 

allowances . From that informat1on, calculated 

plant.:-in-scrvice and Construction Work In Progress-Non 

Interest Bearing (CWI P-NIB: . Depreciation and 

disma~tlcment expense and the assoctated accumulated 

tJock~:t.: llo. ~60007-EI Wilhc.SS: SUI!dll 0. Ct,tnmer 
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deprec1ation balances were calculated bas~d on Gulf ' s 

laLest app r oved dep reciaL1on ra t es and dismantlement 

accruals. The capital projects identified for 

recovery th r ough t he E:CRC are those environmer.tal 

5 projects which a r e not included in the approved 

6 pr oJected 1990 test yea r on which present base ra~cs 

7 were set . 

,., 

c., Q. How was the amount of Pr operty Taxes to be recovered 

1 (I thr~ugh the ECRC der ived? 

, . 
' . A. Property taxes were calculated by applying the 

.... 
J ~ applicable tax rate to taxable Investment . In 

1 ... florida , pollution control f~cillties are taxed based 

1 ·1 only on t heir s alvage value . for the recoverable 

1!> environmental investment located in Florida , the 

1 t> amount of property taxes is cst1mated to be SO . In 

17 Mis~issippi, there is no such reduction in property 

j n taxes for polluuon control facilll:i~s . Therefore, 

' r . 
' property taxes related to recovcraolc environmental 

:'l1 investment ~l Plnnt Daniel ilrC calculated hy ap]>lylng 

21 tnc appllcablc millage rate to the assessed value of 

2l th0 property . 

n 

2t, 

::'' 

Docket No . 960001-E I Page 1 W1tnr~5: Su5~n 0. Cr4nmrr 
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What capi.tal structure and return on equity wcrr! usc<i 

to develop the rate of return used to calculate the 

revenue requirements? 

The rate of return used is based on Gulf ' s ca~ital 

structure as approved in Gulf ' s last tate case, Dock~L 

No. 891345-EI, Orde r .No. 23573 , dated October 3, 1990. 

Thts rate o( return incorporates a return on equity of 

12.0% as a,.>proved by Commisston Order No. PSC-93-0771-

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

return for the calculation of revenue requtrements for 

the ECRC was approved by the Commission 1n Order No. 

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

No. 930613-EI . 

How was the breakdown betwc~n demand-related and 

energy-related investment costs determined? 

The investment-related costs associated wtth 

comuliance '.Nith the Clean ;,ir Act Amcnd'Tients of 19!>0 

(CAAA) were considered to be crwrqy-relaled, consis-

tent: with Commission Order No. PSC-94-0044-F'OF-EJ, 

dated January 12, 1994 in Docket No. 930613-f.I. Th•: 

rt'milJilllHJ inv·~strncnt-re'atcd cos ts 0 1 env1ronmental 

compliance not associated Wtth the C1~~~ were allocated 

1 ?./13th based on oemand nnd 1/13 Lh bl!S•.:d or. t!n~Jrqy, 

cons1stcnt with Gulf ' s la<>t cost-of-service study. 

P.HJC 8 
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The calculation of thi~ breakdown is shown on 

2 Schedules 42-4P and 42-4PA and summarized on 

~ Schedules 42-3P and 42- 3PA. 

., 

c Q. What is the L tal amount of projected recover~hle 

6 costs related to the sem1-annual per1od October 1996 

7 through March 1997 and the annual per1od October 199~ 

a through Septembet 1997? 

., l\. The tctal proJected jurisdictional recoverable costs 

10 for the six-month period October 1~96 through March 

' . • • 1997 ~re $~ , 592 ,988 as shown on l1ne 1c of Sch~dule 

12 42-lP. This Includes costs related to 0 & M 

1 3 activities of $1,295,262 and costs related to caplLul 

Jll projects of 54,297,726 as ~hown on lines la and lb of 

1 :, Schedule ·12-lP. The totiJl pr<)ject.ed JUrisdjct lOiloil 

I ' recoverable costs (or the 12-month pc>rlOd October 199t) 

l7 through September 1997 are $10,901 , 816 as shown on 

Ul line 1c of Schedule 42-!Pl\. Th1s 1ncludes costs 

1 9 relatea too & M activlltes of $?,318,813 and costs 

'2D related to capital projf'cts of SR , ~83 , 00~ as :;hown on 

~ I llncs la and lb of Schedule 42-lPl\. 

22 

.71 iJ. Whl) L is U11~ • o Lld recoverctb 1 c 1 c venue t equ 1 rcmt!ll L cllld 

2·1 how was it allocated to each rate class? 

Docket No. 960007-RI Wltno~A: Su5dn D. Cr~nmcr 
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A . The total recoverable revenue requirement: tnclucluHr 

revenue taxes ts $4 , 579,82A for the penoct OcLobPr 

1996 through March 1997 ~s shown on line 5 of Schedule 

42-lP . The total recoverable revenue requJrement 

including revenue taxes is $9,914,077 for t:he 12-month 

period October 1996 througn Septembe:- 1997 as showr. or. 

line 5 of Schedule 42-lP/\ . These amounts include tht! 

recoverable costs related to the pro)ectlon period and 

the total true-up cost to be rclunJPd . Schedul~s 42-

lP and 42-lPA also summarl7.e the energy and demand 

components of tne requested revenue requirement. 

allocated these am~unts to rata class using the 

..;pproprialc energy and demand allocators as shown on 

Schedules 42-GP, 42- 6PA, 42-7P, and 42-7PA . 

Q. How were the allocatlon factors calculated for use in 

the Environmental Cost Recovery Clause? 

The demand dllocatlon tactors used Jn the 

Environmental Cost Recovery Clause were calculated 

usiny the 1995 Joad ddLa flied -..:it:h the Commts:;ion 1n 

accordance w1th FPSC Rule 2~-6.0437. The energy 

a!locaLJon filcto rs wt:!rc calc:ullllt:d l>ttSL·ci on pu•Jt!Ct.cd 

KWH sa:es for ~he period adjusted for losses. The 

calculatlon Of tJ,e allocati on faCtOrS for lhl.' SlX-

monLh pcr1od 1s shown 111 columns 1 through 9 on 

Uocket No. 960007-~! Pa'}r· l 0 Witness: :i•J!I•H\ IJ. Cranm••r 



Schedule 42-6P and for the 12-month per1od in columns 

... 
' 1 through 9 of Schedule 42-6PA . 

3 

lj Q. How were these factors applied Lo allocate th• 

: requested recovery amount properly to the rate 

; clrtsses? 

7 A. As I described earlier in my testimony, Schedules 

8 42-lP and 42-lPA summJrize the energy and demand 

9 portions cf the Lotal requested revenue requ1rcmcnt. 

10 The energy-related recoverable revenue requirement of 

11 $?.,824,770 for the period October 1996 through Mnrch 

1; 1997 and ~6,195,j24 for the period October 1996 

13 through September 1997 was allocated using the enerqy 

}lj allocator , as shown in column 3 on Schedules 42-7P and 

1!:> 42-7PA, respectively. The d~mand-relatcd recoverable 

1 .- revenue requirement of $1,755,058 for the ~er1od 

1 J October 1996 through March 1997 and SJ, - 8 , o43 f o r Lhe 

18 period OctoLer 1996 through September 199'/ was 

19 allocatee using the demand <d locator, ilS shown 1n 

20 column 4 on Scheaules 42-7!' and 42-7PiL The energy-

?l related and demand-related recoverdble revenue 

?Z reqUlr'cment:s arc added LO«JCLIH~r to dcr1vc lhc t:otnl 

.t:. ; amounL assigned to each rate clnss, as shown in 

2•i column 

25 

l'oc kct 11o. ~·cooo·l-t:I Page II Wi cnc:-:.:s: susan IJ. Ct11nm•! r 
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Q. \-Jhat is the monthly amount related to enviror .. nental 

costs recovered through th1s factor that w1ll b~ 

included on a residential cuslomer'b bJJl for 1,000 

~:wh '? 

S A . The environmental costs recovered through t he clausu 

IJ from the residential customer who uses 1,000 kwh w111 

7 be $1.28 monthly for the s1~-month perLod October 1996 

8 through March 1997 . If Gulf ' s request for annual ECRC 

factors i~ approved , the amount recovered would be 

10 51.24 monthly for the period October 1~96 through 

I 1 September 1997. 

1?. 

13 Q . When does Gulf propose to collect these new 

er.\' i ronmenta 1 rost recovery charges? 

1 !J A. The stx-month factors would app 1 ~· to October 199li 

1 6 through Harch 1997 billings beginning with Cycle 1 

meter read1nos scheduled on September 27 t 1996 and 

18 end1ng with meter readings scheduled on March 28 t 

• (l . ' 1Cl97 • If the Conunission approves an annual recovery 

p•!t ioc.l tor the env1ronmental costs, the annual ECHC 

?1 factors shown on Schedule 4?.-7PA would apoly to 

October 1996 thr...,ugh September 1997 bi 11 ings heg 111r11 ny 

?.3 Wlth Cy~le 1 mc·er readlngs schedule on September 11, 

1q9~ and cndinu with Cycle 21 meter rcadinys scheduled 

on Septembe r ~~, 1997. 

r1o ck,~l flo. YC.OOO"J-f;I 
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Q. 

A. 

Ms. Cranmer, does this conclude your lcstimony? 

Yes , it does. 

• 
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1 COXKISSIONBR DBABO•t Likewise , we need to 

2 identify the exhibits, and those are contained on 

3 Page 14 of the prehearing order. 

4 xs. JOBNSOBr That's correct. 

5 COIOIISSIOHBR DBASO.I And thoae exhibits 

6 will be numbered 1, 2, 3, 4, and 5 as shown on Page 

7 14 . And does Staff move the admission of those 

8 exhibits? 

9 KS. JOKMSO•a That's correct, but I 

10 understand that Mr. Beasley will be providing copies 

11 of Exhibit 6 to all the parties. 

12 XR. BBABLBY: And that would be a 

75 

13 certificate, Commisaioner Oe~Bon. so you could either 

14 take official notice of it or mark it as an exhibit, 

15 whichever your preference. 

16 COXNISSIONBR DBASO•a Well, we'll go ahead 

17 and mark it as Exhibit 6 . And you will be providing 

18 copies to all the parties? 

19 XR. JBASLBY: ~es, sir. 

20 COJOIISSIODR Jooso•z What did you say it 

21 was, Mr. Beasley? 

22 KR. BBASLBYI That's a certificate from the 

23 Division of Records and keporting to the effect that 

24 no protest was filed. 

25 {Exhibits 1-6 marked for identification and 

FLORIDA ~JBLIC SERVICE COMMISSION 
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1 received in evidence.) 

2 COJOaSSIODR JOIDISO.l Okay. 

3 OOHXXSSIOHBR DBASOBI So as of this point, 

4 the prefiled testimony and the exhibits have been 

5 admitted into the record and ~11 cross-examination has 

6 been waived; is that correct? 

7 KS. JOKISOHa That's correct. 

8 COKMXSSIO .. R DBASO•• Commissioners, the 

9 issues are as identified in the prehearing order. 

10 They have all been stipulated by the parti~s, but it ' s 

11 still necessary tor the Commission to take action on 

12 these issues, and ve can discuss them at this time or 

13 if you feel a motion is in order , that would be fine, 

14 too. 

15 KS. JOIDlSOIU I don't have any questions on. 

16 any of the issues, so I'm prepared to move them all 

17 unles s someone else has questions. 

18 COJOaSSIOBBR DBASOBI So there's a motion, 

19 then, to approve tho stipulations on all issues 

20 contained in the 07 docket . Is there a second? 

21 

22 

COKKISSIONBR GARCIA& I second. 

COXKZSSIO .. R DBASO•a Without objection, 

23 then, show that thoae stipulation• have been approved 

24 unanimously . Any other business in the 07 docket? 

25 xs. JOIDISO•& Staff ls not aware of any. 

FLORIDA FvBLIC SERVICE COMMISSION 
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l COKXISSIODR DBABO•s Very well. That would 

2 conclude the 07 docket. 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

(Hearing concluded at 10 . 00 a.a.) 
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1 STATE OF FLORIDA) 
CERTIFICATE OF REPORTER 

2 COUNTY OF LEON 

3 I, RUTHE POTAKX, CSR, RPR Official 
Commission Reporter, 

4 
DO HEREBY CERTIFY that the Hearing in Docket 

5 Nc. 960007-EI was heard by the Florida Public Service 
Commission at the time and place herein stated; it is 

6 further 

7 CERTIFIED that I stenographically reporte~ 
the said proceedings; that the same has been 

8 transcribed under my direct supervisi~n; and that this 
transcript, consisting of 92 pages, constitutes a true 

9 transcription of my notes of said proceedings and the 
included prefiled testimony. 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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