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2 LD L. WXLLI•, JaD8 D. aDaLn, ILDJIHB 

3 ..ar, Aualey 6 KaKullen, P.O. 80~ 391, Tallahassee, 

4 Florida 3230~, and DD'I' w. LOIIG1 .TR. , TECO Energy, 

5 Inc, Poat Office Box 111, Taapa, Florida 33601-0111, 

6 appearing on behalf of ~UIP& •leotrio co.p&Dy. 

7 Jam~ W. IIGDD'I'D, n. , McWhirter, Reeves, 

8 McGlothlin, DavicSaon, Rief ' Baltes, 100 North Tampa 

9 Street, Suite ~800, Ta.pa, Florida 33602-5125, and 

10 VZCKX QOIDQM ~. McWhirter, Reeves, McGlothlin, 

11 Davidson, Rief and Bakaa, 117 south GacSaden Street, 

12 Tallahaa ... , Florida 3~301, appearing on behalf ot 

13 l'lozoida Xladutrial ~-- tr•er• caroup. 

14 ~ aoG .. .OWW, Office of Pub~ic Counsel, 

15 c/o of the Florida Leqialature, 111 West Madison 

16 street, suite 801, Tallahassee, Florida 32399-1400, 

17 appearinq on behalf of the cithen. of the 8tate of 

18 l'lozo14a. 

19 '·ULI. J. PAOGIII and &OBD'f IILI.U, FPSC 

20 Diviaion of Le;al services, 2540 Shuaard Oak 

21 Boulevard, Tallahaaa .. , Florida 32399 -0850, appearinq 

22 on behalf of the c=aataaioa 8taff. 

23 

24 

25 
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• a 0 C • • D I M Q 8 

(Hearinq co-..nced at 9:40 a.a.) 

4 

1 

2 

3 c::JmiaiiUI JOD'QIII I •a qoinq to qo aheod And 

4 call the bearinq to order. counsel, would you please 

5 read the notice? 

6 ... ~~ Purauant to notice• iaaued May 

7 12, 1997, and Kay 27, 1997, thia ti .. and place have 

8 bean aet tor bearinq in Docket 970171-BU, 

9 deteraination of appropriate coat allocation and 

10 rec)Ulatory tr-taent of total revenue• aaaociated with 

11 wboleaale aal .. to Florida Municipal Power Agency and 

12 City of La.k.eland by Ta.pa Electric Coapany . 

13 ~ JOBII8QIII Taka appearoncea. 

14 D. wn.LI81 Lee L. Willi•, Jaa.ea D. Beasley 

15 and Kenneth R. Hart of the tira of Aualey and 

16 McHullen, Po•t Office Box 391, Tallahaaaee, Florida, 

17 appearinq toqethar vitb Horry w. Lonq, Jr. , TECO 

18 Enarqy, Inc., P. o. Box 111, Taapa, Florida, appearing 

19 on behalf of Taapa Electric Coapany • 

20 ... DOI'Dirl John McWhirter and Vicki 

21 Gordon Kautaan, ot the law fira of McWhirter, Reeves, 

22 McGlothlin, Davidaon, Rief ' Baka•, 117 south Gadsden 

23 Street, Tallaha•••• 32301, on ~Alt of the Florida 

24 Indu.trial Power U•er• qroup . 

25 ... .aw.a Coaaiaaionera, I'a Roger Howe 

FLORIDA PUBLIC SERVICE COMMISSION 



1 with tha Office of PUblic counaal. The addra•s is as 

2 abovn in tha Prehear inq Order. 

l u. DVGJII IA•ll• Paugh with Robert Elias 

4 on behalf of Staff of tha Florida Public Service 

5 cowab•ion. 

5 

6 CDDMa• Ara there any preliminary 

7 aatters? 

8 xa. WILLI81 eo .. i••ionar•, with notice to 

9 other partie• and without objection, wa are qoinq to 

10 call John llalail tirat, and tba.n call Dr. Bohi. and 

11 va'll taka both Dr. Bohi's direct and rebuttal 

12 ta•tiaony vban ha coaas to the stand tba first time. 

13 And tben tba o~4ar of vitnassas would be as it is 

14 •tatad on Paga 6 of tba Prehea.r inq order. 

15 mpnpw JO'DU'OIII That vill be tina. Any 

16 other praliainary aattars? 

17 u. Dv.DIII Chairaan Jobn8on, FIPUG has 

18 two praliainary aattars. 

19 First of all, va hava filed a raqua•t tor 

20 official racoqnition of a nuabar ot ordars and 

21 doowaanta. And I hava soaa extra copia• it the 

22 ca.ai••ionar• do not bava tbi•. 

23 

24 

gwat•n• JOBX8011t I don't bavo it. 

a. IIOIALi'fDI I'd li.Jta to taka up one 

25 praliainary aattar, plaa•a, Mada. Chainaan. 

FLORIDA PUBLIC SBRVICB COMMISSION 
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1 In the Prehea.ring Order that i• on your desk 

2 tbia aorning you'll .. e that there ia a preliminary 

3 rulinq on the diacovery of evidence th.at denied 

4 FIPOG'• expert witn••• and ita lead attorney the 

5 opportunity to inspect inforaation concerning 

6 inoreMntal co•t•. 

7 Increaental coat• are the ••••nee of this 

8 oat~e. Tbe principle iaaue i• vbether the payments 

9 credited to the fuel clauae will cover the incr8JIIenta l 

10 ~ta charqec! to the retail ratepayer•. The irony of 

11 thie ruling 1• that aa a participant in thia case 

12 ve•re not allowed to know what the incr .. ental costs 

13 are eo it crutoe a pr•tty peculiar aituation. 

14 Taapa Blectric c.oapany•• rationale for 

15 retuainq to deliver thia .. cret inforaation 1.8 that 

16 becauae one of the PIPUG 

17 Corporation ia pre•ently conaid.erinq a coqeneration 

18 alternative to buyinq power fro• a power company. And 

151 th.e ooncluaion i• that if thia coqeneration -- it 

20 Ta.pa Electric apparently ia alae aubaittinq a 

21 propoeal to the coapany, and it .. Y• that if IKC 

22 beCOJM8 aware of the incr ... ntal co•t• that are 

23 proj•ot~ tor the future, then IKC will be placed in 

24 an unfair co.petitive poaition with respect to other 

25 participant• in that biddin9 proce••· 

FLORIDA PUB.LIC SERVICE COMMISSION 
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l But tbat approach ignores tha tact that bids 

41 ara beincJ received a.nd the fact tbat Taapa Electric is 

3 not bicScSinq it• inor.-.ntal co•t, which it haa no 

4 obligation to bicS, is totally irrelevant to the result 

5 in tbat bid. 

6 'l'ba othar aspect that is very troublesome 

7 about tho rulinc) in thi• case b that IXC-Aqr ico 

8 Coapany is a qualifying facility already and it sells 

9 power to Ta.pa Electric and it has paid for that power 

10 at inar ... ntal coat•. So, in fact, avery hour of the 

11 day TaJIP& Electric already dieolo ... to IXC-Aqri co 

141 vbat it. incr..-ntal co•t• ara. And, in fact, in the 

13 orcSar which approv.ct tb• or tariff, which 18 

14 order 10943 in Docket 810296-EU, tha co .. iaaion ruled 

15 tbat QP• would be paid precise incr ... ntal coat and 

16 not a•tiaated inor ... ntal coat, and that for future 

17 planning QP• woulcS be entitled to racaive two years 

18 advance inforaation concerning what Taapa Electric's 

19 in.cr...ntal COQt would be. So the denial in this case 

410 i• advar•• to tha coaai•aion'a rulinq as tar back as 

411 1982 with raapact to the diaclosur- of incremental 

22 coat. 

23 But probably thfl aost iaportant reason that 

24 va di•aqr .. with tha -- respectfully disagree with the 

25 Prehe&riNJ Officer • a rulinq on inor ... nta l coat is 

I'LORIDA PUBLIC SERVICE COMXISSION 



1 that in a requlatory aettinq the eo.aiaaion'• 

2 obliq"tion ia to a.naure that retail cuatoaera are 

J ac1equately protected bacauae thia ia Cl JIOnopoly 

8 

4 -lling to th ... cuat011era; they have no choice but to 

5 buy electricity fro• Taapa Blectric. So aa part ot 

6 their obliCJation to buy, cuatoaera ahould have the 

7 ript to know vbat the actual coat b they are being 

8 credited for or charqed for. 

9 If tbia rulinq atanda up ultiaately, the 

10 tap.ct of it ia that ve vill have a Star Chaaber 

11 operation in vbicb electric coapaniea can give you 

12 -cr•t inforaation a a to vbat coats are, and cuatomers 

lJ vill not hav• tba opportWl1ty, if they potential!~· can 

14 be a ca.petitor, or conaidered aelf-qenerat~on, can't 

15 be entitled to Jcnov vhat that coat ia. It '• a 

16 throwback trOll the vhole philoaophy of the atate o! 

17 Florida qoinq to open qovernaent, open intonaation. 

18 We thinlc ve are aorely aqqrieved by thia 

19 ruling in that ve have the burden of trying to deal 

20 vith Taapa Blectric Coapa.ny•a all.eqation that it ill 

21 qivinq cuatoaera credit for the actual incr .. ental 

22 coat of fuel but ve can't knov vbat that coat ia. 

:u 1 'II not aakinq you to overrule the 

24 Prebearinq Officer •a rulinq at thia juncture because 

25 nov it•a too late for ua to qat the information and 

FLORIDA PUBLIC SERVICB COMKISSION 
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1 deal with it in any ... ninqful faabion, but I did want 

2 to place our vary atronq exception on the record in 

3 thia e«a•. 

4 a. Wit.Liaa I'd like to aaJce a brief 

5 r-ponae to it. 

6 Pirat of all, Taapa Electric haa not refuaed 

7 to provide thia inforaation to FIPUG. FIPUG haa 

8 rerusad to receive the inforaation through 

9 repr-.ntativ .. that are not involved in the very 

10 delicate neqotiationa with r .. pact to the IMC-Agrico 

11 raqueat for propoNl. We have offered a nondiaclosure 

12 aqr..-nt to I'IPUG. 'l'bey have declined to aign it. 

13 tfe bave provided a®••• tQ thaae aateriala to your 

14 Staff, to Public Counaelt we've offered to courier the 

15 inroraation to Public Counael ' • outaide expert . So we 

16 have offered accaaa to the aateriala. 

17 Secondly, theae aateriala contain perhaps 

18 the 110at aenaitive inforaation that Tampa Electric 

19 baa. It involve• their projected !ncr-ental costs; 

20 not the actual in.craaental coat aa related to the 

21 C()9eneration pr icinq. There 1 
• nothing that 1 

• more 

22 aenaitive than tbat. 

23 Nov, Taapa Electric haa eat a ero•• the table 

24 tro• Kr. KcWhirter and Kr. Polloolt in the 

25 negotiation&. In tact, thoae negotiation• were going 

FLORIDA PUBLIC SERVICE COMMISSION 
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1 on •iaultaneoualy and are atill open. I'a going to 

2 aak Mr. Laux to provide for you inforaation regarding 

3 IKC-Aqrico'• r~aat tor propoaal which ahowa right at 

4 the outaat thnt Brubaker ' Aaaooiataa ware the primary 

5 contact with reapect to thia RFP, and that there have 

6 been nUJiaroua r-pou.a to that inquiry aa shown in 

7 reported new• article• with reapeot to the raqueat tor 

8 propo-1. 

9 So eo.aiaaionara, Co-iaaionar Deason's 

10 ruling on thia aatter, which waa thoroughly argued at 

11 the prabaaring conference, waa correct and we've 

12 provided raaaonable ace•••· No one baa been denied 

13 due pr~• ot low. They have juat •ought to gain an 

14 advantag• through the•• prooeadinqa with reapect to 

15 another aattar that ia ot vital importance to Tampa 

16 Electric Coapany. 

17 mmnn• JOJIIIaOII& Thank you. And I 

18 undar•tand there i• no raqua•t tor a aotion tor 

19 reconaideration. You were just ..Xing thoae arguments 

20 tor purpo••• ot the record. 

21 D. IIOWBD'l'llllc No, aa•aa, at this point it 

22 would be futile. 

23 CDDP• J01DI8011& Okay. The other iaaue 

24 that Ka. bu.taan rai8ed wu the raquut tor otticial 

25 recognition. I nov have before .. a li•t of 12 items 

FLORIDA PUBLI.C SERVICE COICKISSION 



1 that are bein9 requ .. te4 that the Coamiaaion take 

2 official recoqnition of these 12 it .... 

3 u. Dvr~~Ula Yea, aa•aa. 

4 CllaUMI,M o70Da0111 Have the other parties 

5 had an opportunity to review the list? 

6 ... WXLLI81 We have reviewed the l ist. We 

7 received aoae illegible copies to a couple ot the 

8 iteaa which we didn't have rea.dily available 

9 yaaterday. But we have no objection to the otticial 

10 recocptition subject to our opportunity t o provi de the 

11 full dOCUlllent with respect to a couple ot the items 

12 wbare axcarpta were provided. But as ot this time we 

13 have no objection to tboaa it .... 

14 u. D.VJ'DJII We have no object ion to Tampa 

15 Electric providi.nq the entire dOCUlllent it tha y wish . 

16 

17 

18 

19 

20 

CllaDD• o7omraoJII Public Counsel. 

... .,..., No objection. 

mraun• oJOBJiaOIIa staff. 

u . .uaa No object ion. 

mraun• .70080111 Okay. I don't know I the 

21 Qasiest way to handle this, there are 12 itama -- did 

22 you give the court reporter 

2J JUl . DWDJ~a co-iasionar Johnson, I gave 

24 the court reporter a copy ot ay requeat. I have not 

25 given bar the actual docuaenta but I'd be glad to do 

FLO~DA PUBLIC SBRVICB COMMISSION 
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1 ao at tba concluaion of tba haarinq. 

2 mpnpw JOBI'~a Vary vall, then the 

3 eo--iaaion vill taka official recognition of the 

4 doouaanta that vara provided. 

5 If you could, in a abundance of caution --

6 va aay need to make thia an exhibit ao ve can keep 

7 tra~~ of the doouaanta that you•va raqueated official 

8 raooqnition of, a• oppoaad to reading th .. i n the 

9 record right nov. 

10 u. DUJ'DIII That would ba tine. If you 

11 vould lika to aaaiqn it an exhibit nuaber. 

12 mpnpw JOD8011a I'll aark it u Exhibit 

13 1, and abort title •Florida Induatrial Power Uaera 

14 Group'• raquaat for official racoqnition" aa 

15 Exhibit 1. 

16 (Exhibit 1 114rkad for identification.) 

12 

17 

18 

19 

20 

21 

22 

23 

24 

25 

CR'IPD• JOS.aala But ve will take off i cial 

reooqnition of tha document• . 

u. DDJ'DIIa Shall I aova tha exhibit into 

the record nov? 

That vould be fine . 

u. DUJ'Difa TbanJt you. 

C1QDD• .70111'80111 Shov it adaitted without 

objection. 

(Exhibit 1 r acaivad in avidanca .) 

FLORIDA PUBLIC SERVICE COMMISSION 



rnrann• JOJDI80Jia Any other preliminary 

u. P&DCDia Yea, Chairaan Johnaon . Staff 

4 ba• a Motion to Co~~pel Anavara to Interrogatory 5 of 

5 Staff that vaa filed an4 aerved on the 9th. Those 

13 

6 anavara ware not aerved purauant to an objection filed 

7 by Taapa Electric eo.pany. The aubatance of the 

8 .. tarial requ-ted 1a affiliate tranaactiona. 

9 

10 

cxaxwwa• I'a •orry, I didn't hear. 

u. ~~ Affiliate tranaaotion&i 

11 apecifioally the coal aupplie.r and coal transporter of 

12 Taapa Electric Coapany. 

13 We b~inq to the Coaaiaaion'• attention 

14 Florida Statute section 366.093(1) that gives the 

15 co:.ai•aion full authority to continue to have 

16 reaaonable acceaa to all of those kinds of documents. 

17 And the purpoae of that ia to enaure that a utility's 

18 ratepayer• do not aubeidize nonutility activities. 

19 That va• a quote froa tha statute. This request goes 

20 to the heart of Taapa Electric'• case via-a-v ia 

21 inoentivee. It'• Staff'• position that it will be 

2 2 necessary to ebov benet ita received by both TECO ' s 

2 3 oueto .. ra an4 ita abareholdara. In order to show a J 1 

24 benefits ooapletely, S~ff .uat be able to aaaeaa 

25 Whether there ia any increased pr ofit fro• TECO'• 

FLORIDA PUBLIC SERVICE COMK! SSION 
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1 atriliatea inurinq to TICO aharaboldars' benefit as a 

2 reault ot the FMPA and Lakeland aales. 

3 We would raqu .. t you qrant our Motion to 

4 C~l and that that intoraation be tiled as a 

5 late-filed exhibit to these proceedings. 

6 D. WI:LLI81 Ca..issioners, we believe that 

7 it•a probably inappropriate to evan conaider this 

8 aotion at thia juncture. 

14 

9 Discovery in this aattar oloaed on June 4th. 

10 Staff served ita Firat Set of Int.rrogatoriea on Kay 

11 12th. We filed an objection -- or we tiled anawers to 

12 all of those interrogatories and we tiled a reponse to 

13 Interrogatory No. 5 on Kay 19th. 

14 our reaponaes were not avon due under your 

15 rul .. of procedure until taaorrow. However, Tampa 

16 Bleotrio, in a ettort to cooperate and to try to 

17 provide inforaation, did provide ita responsea, and 

18 there's a stat.-nt in the Motion to Coapel tbat we 

19 bave not filed responses timely. We have indeed done 

20 1!110. 

21 Secondly, we objected to thia aatter. It 

22 waa ruled on attar a third diacueeion or it at the 

23 prehearinq oonferanoe. And stat! baa delayed tor some 

24 tan daya arter that rulinq was entered to tile a 

25 Motion to Co~l and really tile this aotion on the 

FLORIDA PUBLIC SBRV~CE COMMISSION 



1 eva of thia b.earinq. 

:l So ve think it'• inapp.ropriata procedurely 

3 to conaiclar it nov. But notwit:hatandin<J 

4 cwann• JOPIIOIIa Let - aaka aura I 

5 undaratancS the procecSura. 

6 Walk back throuqh what you aaid -- this has 

7 already been rulacl upon and Staff did vhat? 

8 D. WD.LI8a Wall, at the prahearinq 

9 conference -- ve lodqed an objection to thia 

10 interro9atory on May the 19th. On May 29th 

11 co..iaaionar Deaaon conaiclered our objection and 

12 provicled that be woulcl not require ua to anaver that 

13 interrQCJatory. And atated that it Staff viahed to 

14 provicla a ahowinq to the co-iaaion vhy it needed the 

15 inforaation that it could do ao in writinq. 

16 How, diacovery cloaed on June the 4th. But 

17 inateacl of proviclinq it in vritinq riqht avay, which 

18 ahould have been done, a delay waa aada for aoae ten 

19 daya until juat prior to the haarinq to requeat that 

20 thi• inforaation be provided. so I think the 

21 inteqrity of your procedur .. are at i••u• hare. 

22 But notwithatandinq that, the infor:aation 

23 required or reque•ted bare i• totally irrelevant to 

24 tbi• proceedinq. We don't have any quarrel with the 

25 tact that the c~••ion can require ua to produce 

FLORIDA PUBLIC SERVICE COMMISSION 
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1 thia intoraation. We juat think that it'• totally 

2 irrelevant tor you to produce that intonaation tor 

3 thl~ proceecUnq. What are the aonthly fuel 

4 increaental ooata, aeparated POB by aine price, 

5 tranaportation coat a,nd eo forth with r eapect to our 

16 

6 affiliate• ia juat irrelevant to wbat we're doing here 

1 today. 

8 So we reapecttully oppoae thia Motion to 

9 Co.pel and requ-t that it either be taken up under 

10 advia ... nt by the Prehearinq Officer, or ruled on here 

11 today. our written reaponae to thie ia not even due 

12 tor five daya, at. leaat five daya troa the dat.e it wa s 

13 aerved on ua. 

14 Mr" DD• JOIDIIOJia And it waa aerved on you 

15 yeaterday, or day before? 

16 a. wu.Llaa Monday, aerved Monday evening. 

17 

18 

cwaun• .JOIDIIW"a start. 

u. ftUCIII a Tbank you, Chairaan Johnaon. At 

19 the prehearing co.aiaaioner Deaaon inatructed Start to 

20 file raaaona it needed tbia diacovery. We have done 

21 that in the fora of thia Motion to CQapel the 

22 diaoovery that waa requ .. ted baak in aid May. 

23 cwaun• .JOD8011a Let - aalte aur• I 

24 un4eratand. Tbe diaoovery vaa requeated in mid May; 

25 the ca.pany aade an objection on May 29th. The 

FLORIDA PUBLIC SERVICE COMMISSION 
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1 Prehaarir.q Officer auatained that objection --

2 u. •uaa The Prehearinq Officer 

3 at facti valy ruerved rulinq by requutinq that we tile 

4 raaaona tor the requaat tor the diacovery . Those 

5 r ... ona are now tortbcoainq tbrou~h our Motion to 

6 Co.p-1. In other vorda, in coapliance with the 

7 Preh-rinc;J Officar'a order tor 110re intontation, we 

8 bava filed our Motion to Coapel. 

9 CKaUD• JOIIJliOirl Nov, baa thia been tiled 

10 to the Prehaarinq Officer? 

11 c-•wr .. IOJrD cxaaKa You have it. 

12 aaar•wa• J~l Ia thia the Motion to 

13 ca.pel to Staff'• Amended Firat sat or 

14 Intarroqatoriaa? 

15 u. .UGIII Yea , Chainaan Jobnaon. 

16 CKaDD• JOJDIP"'I 1.nd it i o !raaed to the 

17 Prehaarinc;J Officer. 

18 

19 

20 

21 

22 

33 

24 

25 

u. •ADGa• I'• aorry, it ia what? 

c:aax•n• JOIIJl"'OIa "Hereby aove the 

Prehaarinq Officer tor an order coapellinq the 

an.var." 

u. ftUGIII Tbat'a correct. It waa tiled 

that way becauaa wa ware not •ur• whether it would be 

takan up by the Prahearinq Officer at the baqlnning ot 

tha baarinq or vhethar the tull coaaiaaion would rule 

FLORIDA PUBLIC SERVICE COIOCISSIOH 
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1 on our aotion. So in an abun4ance of caution, because 

2 it did qrow out of the prahearing, it'• phrased that 

J way ~ 

4 mrann• JOJDI801h Okay. And it was a 

5 little oonfueing but I under•tand -- because I thought 

6 it was 

7 

becauae of the way it was fruaed here. 

x. . .aua.a I apologize. I'll strive for 

a -.ore clarity in the future. 

9 x.. DUI'DJia Chainaan Johnson, may I be 

10 heard on the action at the appropriate time? 

11 CIRDDW: JODSIJIII Certainly. 

1~ Okay. So it'• staff'• po•ition that the 

13 Prebearinq Otticer ha4 r~eeted additional 

14 in~onaation before be would aake a ruling on this 

15 particular i••ue. 

16 u. PAUGJII That • • correct, 

17 Cbairaan Johnaon. 

18 CIRDD• JOIDI8011a And that reque•t was made 

19 by hila on May 29th. 

20 

21 

X.. l'ADGJit At the prehearing, Y••· 

&. W'I.LIJ:8 1 I think it vc..uld be pro par to 

22 •tate that Staff wa• given an opportunity to provide 

23 ad41tional written inforaation ju•tifying why this 

24 infonaation wa• relevant in thi• proceeding, not just 

25 •oaa writing •aying that they wanted it. That 's all 
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1 tbia writi ng doaa that'• before you. 

mrannw .TOIDI8 0111 And thie docu.aent 

3 provid .. rati onale for the relevancy . 

4 u. •&oaa Yee, Chalraan Johnson. As I 

5 atated it apecifically requeat.a inforaation relative 

6 to affiliate tra~ctiona of Taapa Electric Coapany•a 

7 affiliated coal aupplier and affiliated coal 

8 tranaporter. 

9 Thie inforaation goa• to the heart of Tampa 

19 

10 llactrio ' • caae ra;arding the treataent of these sales 

11 in tar-.. of the aharing •eohani-. Tampa Electric 

12 will abov you or tell you or allege that they require 

13 inoentivew froa tbia Ca.aiaaion. 

14 Staff'• poaition i a that in order to fully 

1~ evaluate the extent to vbicb Taapa Electric benefits 

16 froa any propoaed abarlng .. cbania•, they need to 

17 underatand the benefita to ahareboldere fro• affiliate 

18 tranaactiona and clearly, under our etatutea , we have 

19 a right to that inforaation. 

20 xa. WXLLI8a The profit• to affiliates are 

21 totally irrelevant to thi• proceeding. 

22 mrax•n• .TOBJI8011a Let •e aek you --

2 3 OW"TNIOIID 1>8 '80111 Let .. eay eomething 

24 r .. l quick like, let .. kind of clarify things . 

25 At the prabearinq oonferenoe I had , in my 
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1 opinion, inadequate inforaation or ju.tification t o 

3 ca.pal the anaver to thi• interroqatory, qiven that it 

3 appeared the intarroqatory went t o co•t infonaation on 

4 coal, affiliate opera tiona, and thi• co .. i••ion had 

5 adopted a atandard to aarkat prices for co~l. Given 

6 that, I did not aee the relevancy; but I did qive 

7 Staff the opportunity, if they felt nece••ary , to have 

8 thia in~oraation to abov vhy it waa nec e••ary for this 

9 proceeding, and qave th- an opportunity to provide 

10 that in writinq. That vaa tiled Monday eveninq, 

11 Monday afternoon. 

12 u. •&Uaa That ia correct, co .. i••ioner . 

13 CQMMT .. Ia.Ka DWI&OWI That'• where i t atands 

14 at thi• point. 

15 ""1\DD• .70111180111 Kr. Willi•, let me aak 

16 you a quuti on then. Are you prepared today and I 

17 un4eratand tha t your tiae period t o re•pond haa not 

18 ended juat yet -- are you prepared to addre•• thia 

19 today, or would you like 110re tt.e to addre•• vt-.at 

20 Staff ha• filed? 

ll I'• not qoinq to rule on it riqht nov 

22 becauae I need to read what Staff filed and whe n I 

23 read thi• I vaa thinkinq that perhape the prehearinq 

l4 officer vaa to rule on thi•, or bad already i a•uad 

25 under•tl\ndinq the --
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1 xa. WD.LI8a co.aia•ioner, we think that 

~ thia ouqbt to be decided ri(Jht nov. I think that you 

3 can review that pleadinq and deteraine whether they've 

4 aade any ahowinq in that. 

5 We've told you aoaa of the factual 

6 allaqationa in it are incorrect. And there•• been --

7 czayawa• JQEPSOWa You don't need to aake 

8 any 110re pra..ntation then. Becauae I '• qoinq to read 

9 thia du.rinq lunch. I didn't know it you wanted to •ay 

10 anything additional to vbat you've already •tatad. 

11 xa. WD.LI8a co-iaaioner, tha only other 

12 point we'd like to aake b that the profit• to 

13 affiliate• 

14 czayawa• JQKPBOPa Speak • little louder, 

15 pl .. ••· 

16 xa. WII~taa What wa would like to aay in 

17 oloeinq ia that th.e inforaation with reapect to the 

18 ca.pany'•, or TICO Energy'• affiliata• -- the•e are 

19 not aubeidiariea of Taapa Electric coapany -- "r• 

20 totally irrlevant to the iaaue we're tryinq hera 

21 today. And that ia ~ether or not there are net 

22 benefit• to ratepayer• ~ro• the contraota to Lakeland, 

~3 that we've aade with Lakeland and J'KPA. And that 

24 Staff approacbea it -- ia really tryinq to indirectly 

25 requlate the earninqa of nonrequlated at ti Hate• where 
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1 that • a ju.at totally inappropriate bare. 

~ So ve would like for you to qo ahead and 

3 ~· a ruling. 

5 I undaratand that your reaponM ia that it ' • a market 

6 price and that'• wbat ia allowed for purpoaea ot 

7 recovery, not vbat your actual coata are. But 1 t 

8 what your actual 

9 co•t• are and Vbat aarket price ia, that there may be 

10 an ad4ed incentive to you becauae ot a profit to an 

11 affiliate to puraue tbe kind of aalea you putauod in 

12 tbla caae. 

13 ... WXLLl81 ca.aiaaioner Clark, that ia not 

14 a •ubaidiary of Taapa Blectric eo.pany . 

1!5 c:-•MXNia.D m a•K• It ia a aiater company , 

16 tbouqb, ian•t it? 

17 D. W%.LLHI It ia a aiater co•pany . 

18 COMII88IOIID cr.aaKa so tbe parent company 

19 would be inter-ted in increaainq profit• tro• all ot 

~0 tbe affiliatea. 

21 D. WILLI8a Well, it aay beco•• a tactual 

22 ia•u• of vbetber any effect ia .. de at all. But, ot 

23 courH, the parent oo•pany ia intw-ted in t.he 

24 re•ulta of all of ita oo11pal\iea, but we beli~v• that •a 

25 not relevant to tbia partioular prooeecting , whe r e the 
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1 prlc•• have been aet vith r .. pect to thoae affiliatea. 

2 There'• no quaation that thia co .. iaaion doean't 

3 regulate the profit. of tho .. unregulated affiliates 

4 and va juat don't think it'• relevant to thia 

5 prooeec1i"9. 

6 C'Q:UDM JOIIJUIOWI Staff, do you have any 

7 olo•i"9 o~ta? 

8 u. •&UGII• Thank you, Chainaan .Johnaon. 

9 I'd like to reapon4 to the oa.aent that thia 

10 Coaaiaaion doea not requlate affiliate profita. This 

11 ia not our att .. pt. And co .. iaaioner Clark haa hit 

12 the nail on the head; ve'r• juat tryinq to find out, 

13 vith reapect to inoentivea, vhioh ia, aqain, the heart 

14 of their caae for the propoaed aharinq, wh.at 

15 additional incentive• they already have. To date they 

16 have effectively ba.rrec! ua fro• that information. 

17 We feel we cannot properly and ooapletely 

18 advi .. tbia co.aiaaion aa to the effect of their 

19 propoaal unleaa va qet thia infonaation. Thank you. 

20 a. ~~ Cbainaan .Jobnaon, .ay I be heard 

21 vary briefly? 

22 

23 

<DQDD• JOJDnlOIIa sura. 

llll. LOIIGI I thinlc that the difficulty that 

24 we have vith Staff'• requeat ia that they apparently 

25 are not oonoerne<1 •• to whether ve'r• pay i nq our 
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1 affiliate• too auch for the tranaactiona involved. In 

2 fact, I believe thia Caaaiaaion•a overaight aaeures 

3 that the pricea that ve pay are aarket pricea and 

4 appropriate. 

5 To the extent that that's the caae, it 

6 ehouldn't aattar whether ve are buying aervicea or 

7 coal froa our affiliat.ea or anyone elee tor purposes 

8 of thia case. And to t.pute benefit• to Tampa 

9 llactric becauae ita affiliate• aay or aay not be 

10 aakinq profit., to ua ae ... to be baaically unfair as 

11 long .. thera l.a no aaaertion that vhat ve 're paying 

12 our affiliatoa ia inappropriat.e or above aarket. 

13 O(W¥T .. Ia.D m aa11: a Let •e aek you a 

14 queation on that point. To the ext•nt you have to 

15 generate aore paver to make thia aale, you use more 

16 fuel. Correct? 

17 Ka. ~~ Well, to the extent ve make an 

18 increaental aale, the.re certainly ia additional fuel 

19 coat. 

20 OQMKI .. IC*D cx,a•~:a And if you are going to 

21 get avarage fuel •• you•ve requaated here on the 

22 retail rat.epayera, that the utility vill reJUlin whole 

23 and your affiliate 1a di&~advantagad. 

24 xa. ~~ Well, co .. iaaioner, let me say 

25 that our propoaal 1• that for th ... tranaactions we 
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1 will credit the fuel clause vitb ay•taa incremental 

2 fuel . The illportance of thlot i• that the averaqe coat 

3 of fuel fac.cS by the balance of our ratepayer• vill 

4 r ... in coapletely unchanqed, unaffected, aa a reault 

5 of tbe•e aalaa. So I think one of the hallaark• ot 

6 our caaa our witn ..... vill t .. tify, i• that ~here is 

7 no fuel iapact under our propoaal to other ratepayers 

8 aa a reault or tbeae aalea. 

9 OID"D• JOIDI80111 Staff, did you have any 

10 follow up? 

11 ... nvaa Thank you, no, ChairllAII Johnson. 

12 But I beliava PIPUG vantad to join the tray. 

13 u. DVI'IIUII Thank you, Chairaan Johnson. 

14 We aupport Staff'• aotion to coapal. I think as 

15 xa. Pauqb atated, vbat we're look.&.n<J at in this case 

16 ia Ta.pa Electric'• claia it naada aoaa aort ot 

17 incentive to enter into the•• vbolaaale transactions . 

18 You're qoinq to bear t .. tia.ony, I believe, 

19 that'• qoinq to daaonatrate that they already have 

20 tbia incentive because they hava affiliate coal and 

21 transport ooapaniea that are aakinq a profit a• they 

22 inaraaae their aalea. I aqree vith Staff, that it'• 

23 t.portant tor u• to have that inforaation •o we can 

24 aaa bow their inoraaae in wbolaaala •ales i• qoinq to 

25 affect thair incantiv .. , vi•-a-via the•e affiliate 

FLORIDA PUBLIC SERVICE COKXISSION 



1 coapaniea, in the vay that eo-iaaionar Clark vaa 

2 deaoribing. 

3 CDiaDJI JODaOIII Thank you. Public 

4 COunael, did you have anything you wanted to add? 

5 

6 

a. _., No, ac•aa. 

cmaun• Jospecwl Thank you. 

7 co••tUI<*D ma••a Do you have a position 

8 on the need for that intoraation? 

9 D. -.. No. 

10 cmaun• JouaoJII At the next break I I 11 

11 try to u-orb this in ay not .. , and the.n I 1 ll aake a 

12 ruling at that tt.e. 

13 Any other preliainary aattan? 

26 

xa. WILLI8a No, aa•aa, ve 1 d like to call --

15 u. •a.oaa Chairaan Jobnaon, I hadn't taken 

16 Jl'f br .. th yet. At the prehearinq ruling vas r .. erved 

17 on Tuapa Electric C0J1P8ny'a aotion for temporary 

18 proapeotiva order. Haa that order bean finalized? or 

19 do we not care to take it up at this tiae? That vas 

20 the only other praliainary aatter I bad on •Y list. 

21 D. WILL%81 lly u.ndentandinq ia that 

22 th•r•'• not goinq to be any confidential aaterials 

23 tbat'a going to be u.~ in the bearing, and that we 

24 have filed all of the requiaite aateriala to protec t 

25 that inforamtion. After the hearing, aince it haan 1 t 
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1 been uaecS in tha proceecUnq, really tha aatarial that 

2 va have aW.ittecS to tha Ca.aiaaion could ba returned . 

3 so I think that wa bava a4ttqU&to protection at thia 

4 ~nt. 

5 ('I(WMINI<*D DDilWZ It vas ay 

6 uncSarst.andil\9 that tha raa.on you tiled that vas aa an 

7 acco.aodat1on to Staff to aaka intoraation available 

8 to tb .. bare at the eo-iaaion, and that it that 

9 a~tion naadad to ba purauad, that then wa could 

10 puraua the interia protective order, but that was kind 

11 of up in tha air at the tiaa of tha prahearing 

12 oonferanca. 

13 

14 raviav of that aatarial in our offic.aa and that worked 

15 out vall. And Staff aakad ue to fila with the 

16 ca-aiaaion a vary aaall nUJibar, 39 pages or so, ot 

17 aatariala, vbicb va have dona. We've ask ad that those 

18 ba treated confidentially, and that'• pending with 

19 you. 

20 O'*¥TNia.D DDaOIIa So all infonaation 

21 that you have filed at tha Coaais•ion which you think 

22 ia oonfidantial you nov have a request tor 

23 cont14antiality pendilliJ. 

24 

25 

a. WILLI8a Yaa, wa do. 

C!IQDD• JOIDiaOIIa So thara' s no need tor 
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1 the protective order? 

2 a. WIJ.Liaa Wall, eventually the protective 

3 order will need to be ad4raaaed, but there • • no need 

4 for you to rul e on it at thia tta.. 

5 c:zann• J.,...,.a o~ay . vary well. 

6 ... •aua.• I would defer to FIPOG f or a 

7 r .. ponaa • 

8 ... D07DIII Chainuan Johnaon, I juat want 

9 tha record to be clear •• to th••• doowaenta we 

10 diaauaaed at the prehaarinq conference that war• made 

11 available at Taapa Blactric Coapany counael'a office 

12 that FIPOG waa denied acceaa to tho•• d~-uaenta aa 

13 vall •• to the doouaenta that ware dealt with in the 

14 protective order. And ao Kr. IIOWbirtar '• C(.JllDenta in 

15 reqard to the rulinq on the protective ordar are 

16 equally applicable to tbe docuaanta Mr . Will i• waa 

17 rafarrinq to. 

18 a. tn:LLI8 a And our co..ent• are aqua ll y 

19 applioabla. 

20 ... DO'J'DIIa Tbe other aatter, juat for 

21 your inforaation, ia that FI POG baa object•~ t o thi• 

22 aerie• of raquaat for oo·nfidentiality that Taapa 

23 Blaotrio haa filed. Taapa Electric haa not yet filed 

24 their lina-by-line juatifioation. At the tiae they 

25 do, FIPOO will reapond and then ~· aatt er will be 
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1 ripe for the Coaaiaaion to d .. l vitb. 

2 C'DUD• .TOIIJI80III Okay. Then we'll handle 

3 it •• the oaH pruanta iuelf . 

4 

5 

6 

7 aattera? 

8 

9 

10 

u. D~a Yea, :aa•a~~. 

u. •~• Thank you, C'hainaan Johnaon. 

Any other preliainary 

U • .aDGIII No. 

D. WILL%8t We call John Ruail . 

mnnn• 3omr80"1 r.t .. qo ahead then at 

11 tbia tiaa an4 awear in all of our vitn••••• tnat are 

1:1 here. 

13 a. IIOii&l&'IDa Kaclaa Chairun, are you 

14 qoinq to take a break? 

2 9 

15 asaxawa• .TOBS.O.a No. I waa qoing to swear 

16 in the vitneaaea. 

17 D. IIOWillld&aa Okay. 

18 (Witn .. ••• collectively aworn.) 

19 ap.npw .TOID'f<WI Kr. JCoWhirter. 

20 If the Chairaan will bear 

21 vith .. , I'd like to aake a brief opening atatement 

22 vith reapeot to the intervenor• , FIPOG, in thla case. 

23 czaxa¥!• .Taa..o.. w •• that antic ipated by 

24 the PrebearinCJ order? If it vaan•t --

25 D. WILLI8a No, it vaa not. 

FLORIDA PUBLIC SERVICE COKMlSSION 



1 

2 it? 

3 

30 

awaxwwa• 3~1 Are there objections t o 

a. Wl.LLX81 We object to that. We want t o 

4 proceed on. wa•va ••••ed around tor 45 ainutes. It' s 

5 tiae to aova on. 

6 

7 

8 

9 

10 

cwaxwwa• 30JDISOJII start. 

U. •1UGIII Stat! haa no objection. 

awaxwn• 3omr.o-l Public counsel? 

a . .,..1 No objection. 

QPITP••• ~80.1 eo.ai•aionara, what•a 

11 your plaaaura. Bow long vill it taka? 

12 a. lkribllJi~l Thraa and a halt ainuter. . 

13 Ca.aiaaionars, I'm 

14 flexible. What ia your plaaaura? 

15 O•MTNIOIID DDaOJII I 'a flexible , too, but 

16 it ..... to .. it opening stataaanta vera t o be 

17 conteaplatad, it abould have bean raquaated at the 

18 prahaarinq conference and all partie• put on notice 

19 and all partie• be adequately prepared and that was 

20 not dona at tba prabaarinq conference. 

21 a. WILLX81 That'• exactly right. We have 

22 one day to try tbia aattar and va abould qat on vith 

23 it. 

24 awaxawa• 3~1 Tbara'• an objection. 

25 And certainly it waan•t oontaaplatad in the Prehearinq 
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1 Order, ao ve•re going to forgo vith the opening 

2 atat ... nta. 

3 - - -

4 JOIIII B. •aKTL 

5 vaa called aa a vitneaa on behalf ot Tampa ~lectric 

6 Coapany and, having been duly avorn, teatified aa 

7 follova: 

8 D~ •DKTD~lQI 

9 BY D. lr%LL181 

10 0 would you please atate your name and 

11 aMreaa? 

12 A My naae ia John B. Raail. My buainess 

13 aMreaa ia 702 North Franklin Street, Ta•pa, Florida 

14 33602. 

15 0 Kr. ~11, did you prepare and cause to be 

16 prefiled in this docket prepared direct testimony ot 

17 John B. Raail? 

18 A Yea, I did. 

31 

19 0 Do you have any addition• or corrections to 

20 your teatiaony? 

21 A No, I do not. 

22 0 If I vere to aak you the queations contained 

23 in your prepared direct teatiaony would your answers 

24 be the .... today? 

25 A Yea, they vould be . 
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1 D. WXLLI8a We aak that Mr. Rallil '• direct 

2 t .. tiaony be inaerted into the record aa though read. 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Ia. ~-~· No objection. 

CK\DD• JOIIII80JII It vill be ao inserted. 
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BZFORB THB POBLIC 8D\"''CB COMMI88IO• 

or 

JOJDI 8. R.UtL 

Please a tat l ycur ~ame, addre•a, nccuration and e~ployer. 

My name is John B. Ramil. My bus i ness address 702 North 

Franklin Street, Tampa , Florida 3J602. I am employed by 

Tampa Electric Company i n the poaition ot Vice Pres i dent-

Energy Services ' Planning. 

Please provide a briet outline ot your educational 

background and business experience. 

I was educ ated in the pr i vate •choola ot Tampa , Florida. 

I graduated troll the Un iversity ot South Florida in June ot 

1978 with a Bachelor ot Sc ience degree in Engineer i ng. I 

am a reg istered profess i onal Engineer in the State ot 

Florida. 

I joined Tampa Electric Company in Marc h o t 1376 aa a 

cooperative educ ation student and began 

employment with ~he Company in June ot 1978 . I wa• 

respons i ble tor various engineering aaaign11ents prior to 
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being promoted to Manager, Environmental Planning in 1982. 

From June 1984 until April 1994 when I waa promoted to my 

present position, I held the posi tions ot: Manager, 

Generation Planning; Manager, Fuel Planninq and Operations; 

Assistant Director, Power Resource Planning; and DirectoL, 

Resource Planning . currently I am Vice PresidAnt - Ener gy 

Services, responsible tor the company's customer service, 

energy servic es, bulk power and planning !unctions. 

Have you testified previously before the Florida Public 

Service Commission ( "FPSC" or "the commiss1on")? 

Yea . I have testified on behalf ot Tampa Electric in a 

number ot proceedings before this Commiss i on. I testified 

in Docket No. 870001- EI, having to do wi th Tampa Electric 's 

off-system sales, Big Bend unit 4 power sales contract 

modifications, and the appropriate fuel prices tor dispatch 

a nd interchange pricing. I submitted direct and rebuttal 

testi mony in Oocxet No. 870408-EI in support o t Tampa 

Electric ' s request tor approval of ita proposed non-fir. 

load methodolog y a nd annual targets. I also testified in 

support o f determinations of need tor the Hardee Powet 

Station, Docket No . 880309-El and Tampa Electric 's Polk 

Unit Ono, Docket No. 910883-EI. In add ition, I testified 

2 
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on the subject or as-available energy payments to 

cogenerators and small power producers, ~~cket No. 880001-

EI and in the Commissions annual planning hearing , Docket 

No. 880004-EU. I testified on issues related to system 

planning, fuel inventory planning, wholesale sales, 

acquisitions and system construction in the company's last 

rate case, Docket No. 920324-EI . I testified in Docket No . 

930676- EI, regarding the proposed construction of 69kV 

transmission facilities to serve the Cities or Port Meade 

and Wauchula . Most recently, I testified in Docket No. 

960001- EI, on the wholesale fuel issue in the August Fuel 

Adjustment hearing. 

What is the purpose o r your testimony? 

The purpose or my testimony ia to outline the Company's 

proposed reta il regulatory treatment for the wholesale 

sales and t o demonstrate that this proposal is consistent 

with well established economic theory , past commission 

precedents and sound public policy. 

Why is making wholesale sales important to Tampa Electr ic 

Company? 

Making c ost efroctivo wholesale salee which provide 
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ravanuea greater than the incremental cost of aaking such 

sales is good tor the Com!)any•s retail customers as well as 

its shareholders. Since ita 1985 rate case, when this 

Commission gave the Company an incentive to keep retail 

prices down by increasing wholesale revenue, the Company 

worked ha ::-d to optimize those sa lea. The current and 

anticipated levels of such wholesale revenue has been one 

ot several sign it icant variables that this Company has 

managed resulting in reduced prices to customers in spite 

of the pressure of increasing costs. Retail custoaers 

benefit through low prices and stockholders bene!it in the 

increase in probability of the Company earning its allowed 

rate of return . 

Mr. Ramil, please give a brief description of the Tampa 

Electric wholesale sale to the Florida Municipal Power 

Agency. 

Tampa El ec tr ic will provide firm base load capacity to the 

Florida Mun icipal Power AQency (PMPA) from December 16, 

1996 through March 15, 2001. The capacity to be supplied 

will begin with J5 megawatts through 1997, increasing to 

150 megawatts i n 2000. Ms. Branick will desc ribe this 

wholesale sale to PMPA in detail. 

4 
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Mr. Rami l , please give a brier description or the wholesale 

sale between Tampa Electric and the City ot Lakeland . 

Tampa Electric will provide 10 aegawatts ot peakinq 

capacity to the City ot Lakeland (Lakeland) from November 

4, 1996 through September 30, 2006. Ms. Branick will 

describe thi s wholesale sale to Lakeland in detail. 

How do the characteristics of these sales differ !rom the 

characteristics o f other wholesale salee made from Tampa 

Electric's syst em? 

The most significant difference between the FHPA and 

Lakeland sales with the previous sales reviewed by this 

Commission is the dynami c market environment in which these 

sales were made. For example, in the 1980's and early 

1990's, when the firm base load Big Bend Sta tion sales were 

made, the market price tor base load c apacity was 

bpproximately equal to Tampa Electric ' s average system 

embedded cos t. Thus, the non-fuel revenues received from 

tt1ese contracts were approxiae tely equal to the cost 

allocated to the wholesale jurisdiction. Sinc e that time, 

several things have occurred. The Florida wholesale market 

c urrently has some capacity and a•ple energy available ac 

low prices, and out-of-state power marketers have become 
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active players in the whole•ale market . The combination of 

these factors has created a •buyers aarket• :~r capaci ty and 

energy. Buyers are faced with more wholeaale power options 

than •ver before and are in a position to secure 

competitive prices that are lower than pravious years. 

Tampa El ectric was able to compete successfully in the 

market to meet che needs of FKPA and Lakeland reliably and 

at a competitive price. The prices, while above the 

incremental costs, are below the Company 's average embedded 

costs. 

The FMPA and Lakeland agreements also differ from the bulk 

of Tampa Electric ' s previous wholesale a.ales because they 

contain a provision for supplemental s~rvice and are made 

from a different mix of resources. The vast majority o f our 

existing wholesale sales come from our units at Big Bend 

Station. The FHPA sale is the only wholesale transaction 

by Tampa Electric that is served by individual units from 

both Tampa Electric ' s Big Bend Station and its Gannon 

Station. The Lakeland sale is a wholesale transaction 

supplied from all of Tampa Ei. .. c tric ' s generating resources. 

What makes Tampa Electric's wholesale sales such a~ those 

to FMPA and Lakeland competitive with other sales in the 

wholesale market ? 

6 
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•rampa Electric's system has low incremental tuel coats tor 

w.ost hours of the day. over ninety percent of Taapa 

Electric'• generation coaeD trom low-coat, coal-tired 

generation. Thus, coal is on the aargin a significant 

portion o~ the time enabling a .ale priced !roa these types 

ot units to dispatch well in the buying utility ' s system. 

Ms . Branick 's testimony will discuss Tampa Electric's 

incremental costs in more detail. 

How should the revenues and coats associated with Tampa 

Electric's wholesale sale to PMPA and Lakeland be treated 

tor retail regulatory purpo•••? 

Tampa Electric Company proposes the foll owing regulatory 

treatment for these sales: 

Thes e sales should not be separated either in the 

traditional system average coat manner or in a aanner 

which recognizes market pricinq as it has been done 

before. 

Fuel Treatment: 

2. The Fuel and Purchase Power Coat Recovery Clause (Fuel 

Clauses) should be credited with an amount equal to 

system inc remental fuel costs. 
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Specified Non-Fuel Revenues: 

3. The Environmental Coat Recovery Clause (ECRC) should 

be credited with an a.ount equal to incre•ental coats 

tor S01 allowances. 

4. 

5. 

Revenues associ a ted ~ith variable operating and 

maintenance costa should be credited above the line to 

the company's operating revb~uea. 

Transmiss ion revenue• ahould be credited t o the 

comp~ny's operating revenuea above the line. 

Remaining Non-Fuel Revenuea : 

6. The remaining sale proceeds should be divided 50/50 

between retail rate payers through the Fuel Clause and 

the c o mpany as an addition to operating revenues. 

Why d o you propose the system incremental fue l and S02 

allowance cost be credited to the clauses? 

As Ms. Branick will discuss in more deta11, by assessing a 

coat equal to the incremental fuel and S02 allowance costs 

and c r editing these costs to the Fuel and Purchased Power 

Coat Recovery Clause and the Environmental Coat Recovery 

Clause, any impact on making these sales on thu retail 

customer has been eliminated . Thia would not be the caae 

it syatem average !uel coat, which includes fixed !uel 

8 
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costs, were c redited to the ruel clause, provided system 

average fuel coat and system incremental tuel cost were not 

equal for the time period over which the calcul ations were 

made. This would also not be the case if the fuel revenues 

from the sale were creditad through the fuel clause . As 

expl3ined by Hs. Branick, crediting to the retail tuel 

clause the ayatem incremental fuel costa incurred to serve 

the wholesale sales ensure& that retail fuel c.hargea are no 

higher than they would been had the aele not been made. 

Please explain your proposal for the crediting of sale 

revenues to cover transmission and incremental variable 

operating and maintenance coats? 

The Federal Energy Regulatory Commission (FERC) Orders 888 

and 889 require a utility to charge its~lf tor tha use of 

its transmiss ion system identic ally to the way 1 t would 

charge any other user of ita transmission system and to 

account for this revenue stream separately. 

revenues associated with wholesale sales 

Transmission 

were either 

separated (for separated sales), or rev•~ue c redited (for 

wheeling revenues from cogenerator use of the transmission 

system) in Tampa Electric's last rate case, Docket No . 

9203 24-EI. Tharefore, to operate in keeping wi th the 

direc tion of FERC Order 888 and 889, ~ampa Electric should 
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credit the transmission revenues, above the line tor 

regulatory purposea j ue t like it would do tor tranaaisaion 

revenues !rom a co~enerator or other third-party. 

Tampa Electric proposes to record, above the line, variable 

operating and maintenance expense revenu;:a to cover the 

variable operating and maintenance coats associated with 

the sale. Since these costa are not =urrently being borne, 

through the coat recovery clauses, by the retail ratepayer, 

it would be inappropriate to return these revenues ~o the 

ratepayer through a clause aechaniam. 

What are the ratepayer benefits associated with Tampa 

~lectric 's proposal? 

Ratepayer benefits are as follows: customers will recognize 

immediate bunetits from t heir sot share of the proceeds by 

the proposed credit through the clauses, and will also 

realize the benefits ot the sot credited to operating 

revenues in two ways. Firat, these revenues will i ndeed 

enhance the potential !or retunda during the term ot Tampa 

Electric's current rate Stipulation. Secondly, these sales 

will contribute to lowerinq the revenue requirement in 

Tampa Electric 's next rate proceeding, or in postponing 

lll together a need tor a rate caoe . In addition, the 
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proposal on the treatment of o ur fuel cost~ ensures there 

will be no fuel impact to ratepayers as discussed above. 

What would the effect be of treating these sales in the 

same manner as Tampa Electric ' s Big Bend sales which are 

separated at system average eabedded costs? 

The FHPA and Lakeland sales are incremental o r opportunity 

sales. Tampa Electric has no obligation to wholesale 

customers t o make these kinds of sales and would only do ao 

in those c ases where net benefits accrue to the genera l 

body cf ratepayers and the Company's shareholders are not 

harmed. As Dr. Bohi has explained, separating FMPA and 

Lakeland sales on an average cost basis, would create a 

tremendous disincentive to Tampa Electric to make these 

types of sales in the future and would not be consistent 

with sound economic t heory. The resulting loss of benefits 

to our general body of ratepayers under that treatment 

would be in no one's best interest. 

The impact of separating the rate base portion of these 

sales at system average embedded cost over the term of the 

sales , would lower retail non-fuel revenue requirements by 

$71 . 1 million, present value. The total non-fuel revenues 

from the sales are projected to be $14 . 8 million, present 

11 
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value. Thus, a $56.3 mil l ion present value ot revenue 

requirements deficit \tould be lett for the coJDpany. 

Imposing this revenue requirement def icit on the 

shareholders would be unfair under any circu•stances, but 

would be especially unreasonable given the provisions ot 

the comprehensive stipulation under which Tampa Electric is 

currently operating puts extremely tight constraints on the 

company's earnings. The ra tepayer wou ld enjoy the 

arti!icially high benefits from these transactions through 

separat ion at higher than the actual revenues !rom the 

sa l es while the shareholders would be left with no way to 

meet the revenue requirement deficit associated with 

meeting the market price. 

In the September 25 , 1996 stipulation between Tampa 

Electric, Office of Public Counsel and FIPUG, reference is 

made to the regulatory treatment of existing and future 

wholesale sales. What is t he impact ot this reference on 

the treatment ot the FHPA and Lakeland agr~qments? 

Upon the tiling of the September 25, 1997 stipulation the 

Commission stat! pointed out that it believed that a sale 

!rom the Polk Power Station might varrant different 

treatment than the treatment afforded other sales in the 

stipulation. Consequently, an amendment to the stipulation 
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was negotiated and approved by the commission which 

provided that the Commission would review the treatment ot 

any wholesale sale from the Polk Power Station. Like a 

potential sale trom the Polk Power Station , the FKPA and 

Lakeland sales are ditterent sales and therefo re require 

review for appropriate regulatory tre atment . The 

Commission recognized the potential tor a difference in 

regulatory treatment in sales of this type i n Order No. 

PSC-97-0262- FOF-EI issued March 11, 19'97. As per that 

order, i! a utili ty can demonstrate that there are net 

economic benefits to retail ratepayers associated with 

salaa like FMPA and Lakeland, then costs other than syatem 

average embedded costs could be c redited to the retail 

clauses. 

Has the Commission acted in line wi th the premise set forth 

in Dr. Bohi ' s testimony and your proposal in determining 

regulatory treatment of Tampa Electric's sales in the past? 

Yes. I n the company's 1985 rate order, the Colllllission 

reduced the retail revenuo requ.irement by $J7 million baaed 

on Tampa Electric 's existing sale ot capacity and energy to 

Florido Power ' Light Comp!tny. In this proceeding , the 

Commission challenged the company to make up the deficit i n 

reve nue requirements by making up to $37 million in 

1 3 
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wholesale sales . The Commission treated the wholesale s ales 

by allowing the company to credit 100\ of t he non-fuel 

revenue from such sales above the line in the retail 

jurisdiction. Apparently as a recoqnition of the wholesale 

market, in 1987, the Commission approved a proposal by the 

company to credit fuel revenues baaed on the incremental 

fuel cost from ott system sales t o the retail customer fuel 

ad justment clause. In the company's 1992 rate case, the 

Commission separated certain or the company's wholesale 

sales at system average coat, certain others at unit 

embedded coat, while still other sales were not separated 

from the retail jurisdiction . For those sales that were not 

separated from the retail jurif;diction, i n aoae cases, 

revenues were shared 80/20 and in other cases revenues were 

flowed 100\ to retail customers . There are good, sound 

policy reasons for this. Tampa Electric is not siailarly 

situated compared with other utilities in the state. Its 

generation system, its retail customer mix, its service 

territory geographies, ita cost structure, its regulatory 

situation, the types o t sales 1t is capable ot making 

within FERC guidelines are now and have been i n the past, 

very different than other utilities. 

Tampa Electric urges the Coamission to continua its policy 

of reviewing regulatory treatment or wholesale sales on a 
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case-by-case basis. Di!!erent aales have di!!erent coata 

and bane!its. We all should take the time and e!!ort in 

this proceeding to look at these unique and extremely 

beneficial sales in detail and aa.ke every e!tort to do the 

right thirg both tor the retail customers and the company . 

Baaed on Commission precedent, how should the Commi ssion 

regard your proposal tor the PMPA and Lakeland Agreements? 

To the extent the commission has assessed wholesale sales 

on a case-by-case basis with a view towards encouraqing 

those ~ales which are c onaiatent with both ratepayer 

bene!its and market realities, I would submit that our 

proposal tor t he Fl1PA and Lakeland oa les is entirely 

consistent with past CoiDlllission precedent and should be 

adopted in these proceedings. 

Will the Commiss ion 'a treat.ment or the Lakeland and Fl1PA 

and wholesale sales have an impact on Tampa Electric's 

re!und obligation approved by the Commission in Docket No. 

960409-EI? 

No, the obligation is not at!ected in any way, however, 

under certain circumstances, the amount ot any potential 

1999 retund could be increased by the exieten~e o t the 

15 
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aalea and Tampa Electric'• propoaal on the treataent for 

the aalea. Tampa Electric ha• quaranteed a total o! $50 

million in refunds under the aoat recent stipulation 

approved by the Commi•sion in Docket No. 960409-EI. Only 

it the 60/ 40 aharinq proviaion above 11. 75\ return on 

equity of the atipulation yielda acre than $25 aillion in 

1998 , will there be an additional refund in 1999. In the 

unlikely event that a 1999 refund occura, the exi•tence ot 

aalea combined with the Taapa Electric'• propo•al to credit 

r.:ertain revenue• !rom the PKPA and Lakeland •ale• above the 

line tor r e qulatory purpoaea would aerve t o increa•e the 

1999 refund . 

Does thia conclude your t eat i mony? 

Yes , it does. 

16 
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1 Q ,., Mr. Willie) Would you plea•• aummarize 

2 your teatt.ony, Kr. Raail? 

3 & Yu, air. Good 110rninq, co .. iaaionera. 

4 Coaaiaaionera, aaki ng diaoretionary 

5 ooet-effeative vholeaale aalea vhiob provide revenues 

6 greater than the incr...ntal coat of making auch sales 

7 ia good for the Coapany•a retail cuatoaara as wall as 

8 ita ahareholdera. Such aalea provide a contribution 

9 to fixed coata that are currently borne by the general 

10 body of ratepayer•. 

11 Specifically, the aalea to FKPA and Lakeland 

12 under review in thia docket in total produce over 

13 $10 aillion of nat economic benefit to the T~pa 

14 Electric eyat... Any action• producing auch 

15 aiqnificant ayat .. benefits ahould not be mat v ith a 

16 diaincentive. 

17 The roqulatory treataant va•re aeeking in 

18 thia procaeding ia one that providaa benefit• to 

19 cuatoaera and avoid• diaincentivaa to the Company'• 

20 aharaho1dara, reaultinq froa a aeparation at average 

21 coat which ia inappropriate given the aarket price 

22 dictated by today'• fiercely coapetitive wholeaale 

2 3 power aarket. 

24 Coaaiaaionara, while Florida retail 

25 ratepayer• have long enjoyed a coapetitive wholeaale 

FLORIDA PUBLIC SERVICE COMMISSION 



1 Rarkat, in the laat aaveral aontha aany new players 

2 have entered the coapetition. 

3 In addition to the traditional IOUa a a 

50 

4 vholaaala auppliara, we al~o have • unicipal utilitiea , 

5 independent power producer• and power aarketera now 

6 d011inatinq the acane. 

7 The concept of aver age aabadded coat pricing 

8 in thia vholaaala aa.rkat ia irrelevant t o theae newer 

9 entrant• to the aarkat. Thua, we find ouraalvea in a 

10 po•ition vbara aarkat foroaa, not pricaa, aat 

11 tranaaotion -- not coat aet tranaaction pricea. 

12 Aa auch, Taapa Electric ia a priceteker in 

13 tbla aarkat, not a price aettar. The aarke t price 

14 today ia wall below Taapa Electric'• average embedded 

15 oo•t, but in aany caaaa above the Coapany '• 

16 inor..antal coata. Therefore, Taapa Electric can make 

17 th••• aalaa whan aelacted at a price that detraya part 

18 of the fixed coata currently baing borne by retail 

19 ratapayara. However, under currant aarket conditions, 

20 if tba Coaaiaaion vera to aaparate the FMPA and 

21 Lakeland aalaa at ayat .. average c oat, or through a ome 

22 otbar aaana iaputa ayat .. average coat to thea e sales, 

23 the re•ultinq diaincentive for Taapa Electric to make 

24 tb-• or other new aalaa would ba abaolute . The 

25 Coapany would not engage in auch tranaactiona whe r e a 
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1 abaraholder loaa is quarantaed. 

2 Tallpa Electric believ .. that the removal ot 

3 diaincentivea to aalea, such u FMPA and Lakeland 

4 alee, is appropriate and necuary. The Colllllli&aion 

5 baa aeen the viadoa of creating a below-the-line 

6 incentive to encourage juriadictional utilities to 

7 ulte econcmy ale• through the Florida Broker. 

8 contracted wholesale sales in qeneral, and 

9 the FKPA and Lakeland sales in particular, assure 

51 

10 revenues and produce larqer contributions to defraying 

11 fixed coat being borne by retail cuatomera tha n do 

12 econoay anerqy aalaa aade through the Florida Broker . 

13 Tbe FKPA and Lakeland sales differ from economy anergy 

14 aal .. ; in no reapect relevant to the matter at iaaue 

15 in this hearing. 

16 'l'berefore, Ca.aiaaionera, if an !.ncentive is 

17 appropriate for sales aada throuqh the Florida Broker, 

18 then clearly any treataent that results in a 

19 diaincentiva is not appropriate tor sales such as the 

20 FMPA and Lakeland transactions. 

21 The C011P8J\Y baa fashion&<: a proposal that 

22 conaidera ita existing stipulation on aarninqs, 

23 providaa i.-diata, as well as longer tena benefits to 

24 cuatoaara and iaprov .. , iaprovea the company's 

25 potential to earn ita allowed r e turn. I stress the 

FLORIDA PUBLIC SERVXCE COJOIISSION 



1 worcS • !Jiprov-. • In no inatanoe under the propos a 1 

2 can the co.pany earn even an one baai• pu~nt hiqher 

3 return on equity or even $1 aore oarninqa than ia 

4 allowed by the exiatinq atipulation approved by this 

5 Ccmaiaaion. 

6 The propoaal provide• for certain of the 

7 benefit• of the aalea to be credited i .. ediately to 
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8 ouatoaara, throuqh the fuel clauae, and certain of the 

9 benefita to be credited to above-the-line operatinq 

10 revenuu. Both of thaaa credit. will benefit the 

11 ouatoaara throuqb tiae, eapecially given the 

12 proviaiona of the curre.nt atipulation. 

13 I auat again at.reaa that at no time can the 

14 Coapany earn above the level aet forth in the 

15 atipulation. Thua, the above-the-line credit will 

16 provide an appropariate opportunity for the Company 

17 that will inure to the benefit of ratepayers in the 

18 10119 tara. 

19 It is t.portant to realize our proposal 

20 calla tor an above-the-line credit •• compared to the 

21 aucb aore direct incentive provide1 by thia Coamiasion 

22 tor wboleaale econoay broker tranaactiona whereby the 

23 ca.pany k .. pa 20t of a aalea aarqin below the line fo r 

24 ita 8bareboldera. 

25 co .. iaaionera, aa I conclude, let me 

P'LORIDA PUBLIC SERVICE COMMISSION 
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1 deaoribe our propo .. l aa noted on Paqaa 7 and 8 of my 

2 prepared direct taatiaony. I've qot a chart which may 

3 help \&8 aora ... ily walk throuqh that. 

4 Tbia bar chart illuatratea bow we propoae t o 

5 allocate the total revenue received fro• the P'KPA and 

6 Lakalan4 .. 1••· 
7 Pirat, the revenue froa the aalaa will be 

8 applied to cover the incr...ntal fuel and incremental 

9 aulfur dioxide ooaplianca coat of the aalaa. A.a auch, 

10 tbia traataant and thi a propo .. l quarantaaa no affect, 

11 no effect on retail fuel ooata raaultinq from th••• 

12 aalea. There is no aubeidy, •• aoae aay claim. 

13 Ne:.rt, variable OiK r•venua fro• the aale 

14 vill cover .any variable O(d( axpenaea apecif ic to theae 

15 aalaa. The balance of tb.a revenue ahowad above the 

16 blua-ahaded portion of the chart ia the nat benefit of 

17 the aal .. , or the $10 aillion I referred to earlier . 

18 An aaount of revenue aaaociated vith, and equal to , 

19 tbe trana•iaaion oharqaa of the Coapany vill be 

20 credited above the line aa haa bean the raqulatory 

21 traataant for tran .. iaalon vbaaling ravanuea . 

22 The r ... ininq revenue froa the aala ia 

23 propolled to be allocatacS in tvo different waya : 50\ 

24 of the r ... ininc; benafita vill be t....Siataly flowed 

25 back to ouatoaa1·a throuCJb the fuel olauaa . Thia i a 
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1 illu.trated vith the qreen box labled •clause credit." 

2 Tba reaainin; 50' vill continue to be credited above 

3 the line. 

4 Tbia revenue, alonq with the tranaaiaaion 

5 revenue I noted ju.t a ao .. nt aqo, vill enhance the 

6 pot.ntial for refund.a durinq the tara of the 

7 atipulation, and will contribute to lowering the 

8 revenue raquir ... nta in future rata proceeding•, or 

9 indeed in poatponing a need for a rate caae . 

10 ComLiaaionera, we have been prudent in 

11 analyainq and Hcurlnq theae aalea. Me have no 

12 incentive but to aake poaitive .. lea. The analytical 

13 tool• and techniqu.. ._,loyed to cSetaraine the 

14 econoaica ana banefita of these .. lea are the aame 

15 onea u.ed in all of our day-to-day deoiaion IUlking, as 

16 well aa in tuel acSjuatDent filinqa, conaervation 

17 proqraa analy ... and need for power cSetarainationa. 

18 Nonatheleaa, it baa been brought to ay 

19 attention, and I reooqnize that the partie• have apent 

20 a qr .. t c1 .. 1 ot energy in thia docket queationing the 

21 oo•t/banefit oaloulationa and overall benefit• 

22 aaaooiatad with th .. e .. 1 ... 

33 comli .. ionara, ve're confident in our 

24 analyaia, and it you think it'• appropriate and 

25 naceaaary, we have no probl .. in quaranteeinq that 
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1 tbica qreen box, the t...,iate benefits flovinq to 

2 cuataaers, to be a aini.ua of $2 aillion quarantee. 

3 our proposal to allocate 50' of the net 

4 benefi t above the tranaaisaion box, riqht in here , 

5 •till atande. But vbat I'a aayinq is we're standinq 

6 ready to quarantee that that nuaber will be n·o leaa 

7 than $2 aillion. 

8 In ad4ition 

9 

10 

('!••TUIOIID m,••Jra For what period? 

~ a&KXLa I was just about ~v aay 
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11 that. What w• would do in teraa of this sale ia we 're 

12 prepared to credit the•e benefit• up front and would 

13 propose to do it over tbe next two fuel adjustment 

14 per iodta • 

15 CQMMT .. IOIID CX'Pifl So it'• $2 aillion per 

16 abc aontha. 

17 WI~ Ja•xLa No, a total of $2 aillion 

18 over the next tvo 6-aontb periodta, $2 aillion in 

19 total. 

20 OOII"IUIOIID CX·\Pif 1 It' a an annua 1 amount 

21 ot •2 aillion. 

22 W'I'!'IIU8 &UI:La No. No. That is the total 

23 prH4lllt worth value ot the benef it• ot the two 

24 contracts vbioh qo out a few years. 

25 «WKIUia.D CX·1 Pifl I don't understand. 
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1 WI~ •anLc okay. The $10 ail lion or 

2 benefit of the aale after covering the incr .. antal 

3 coata of thi• •ale, that i• vbat we have calculated in 

4 analyaing i• the net benefit• of aaking the aale. The 

5 ooat of the •ale, aubtracted froa the revenue of the 

6 aale, there'• $10 aill ion left over. 

7 e:a~nuxa.:a m,a•Ka And that ' • over the 

8 period ot the contract? 

9 W1~8 llAXILI Yea, ...... 
10 ccwnaaXOJID m.nta Which 1e until when? 

11 WI.,..._ llAXILI It'a different fro a the two. 

12 Por PMPA it'• through -- it expire• in the firat part 

13 of 2001, and for Lakeland it qoea beyond that . 

14 <>•MTUic.D cx••Ka It'• $2 alllion for 

15 that period of tiae. 

16 ~ ...XLa Correct. But we propose to 

17 flow tho•• benefit• up ~ront. 

18 coaaiaaionera, in auaaary, our proposal 

19 guarantee• no iapact to retail auatoaer fuel and 

20 environaental clauae coat reaultinq froa these sales, 

21 If you aee tbi• option appropriat~ly, it guarantees a 

22 $2 aillion direct olauae credit benefit to retail 

:il3 ouatoaer•, and credit. ell the r ... ininq revenues to 

24 operating revenue above the line, accruing to the 

25 long-tara benefit. of retail ratepayer•, as I 
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1 aentioned earlier. 

2 We believe thi• propo-1 to be beneficial t o 

3 rat~payera an4 fair to •11 partie•. No other proposal 

4 put forth in thi• docket aatche• that •tandard. I 

5 ~e that you give our propo•al your !ull 

6 con.ideration and approve it. 

7 co-iaaioner•, thi• conclude a ay •Will\ary. I 

8 beard the diaauaaion on affiliate• earlier, and I'd be 

9 glad to anaver any que•tion. that you aight have on 

10 that iaaue that I aigbt be able to an•wer. I think 

11 there'• a lot of inforaation that'• out there already, 

12 aaide froa vbat the Staff baa raqueated, that aight 

13 lead you to the concluaion• that you •1qht need to 

14 aaJta vith r-pect to thia ca... Tbanlt you. 

t71t,DQW JOBJQIOIII Thank you . 15 

16 o wnuJOJID cr,aRK 1 Well, Mr, RaJiil, let me 

17 aak you that queation then. Can you tell ae the 

18 atructure of -- the coapani•• that aake up TECO 

19 Energy. I CJUe•• I can't r-eaber froa proceeding t o 

20 proceeding bow you are •truotured corporately . 

21 n,_..... aaJU:Lt: Okay. Let .. aee it I can 

22 r .... ber without an annual report. 

23 W• have, of oourae -- the large•t company is 

24 Taapa Blectric eo.pany, the electric utility. We have 

25 TECO Tran•port and Trade, vhiob i• a group o! 
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1 operation• which tranaport coal, grain, oulk cargo up 

2 and down the Miaaiaaippi River and ita tributariea , 

3 trana loading tacility at the .auth ot the Miaaiaaipp i 

4 River, and a blue water tl .. t ot barge• which 

5 tranaporta 
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6 ~UIOIID CI •PI' a That' • the company that 

1 brinqa you your coal. 

8 W%ftP1 1 RUXLI Correct . We a lao are 

9 involved in coal aining, TBCO Coal, in the Kentucky 

10 and Tennaa ... area. 

11 ()CWJIIIIIOIID CI,;\RIU That h a aeparate 

12 coapany froa tranaport and trade? 

13 Wlft'UI •awn,a con:ect. That company aells 

14 about 6 aillion tona ot coal; about 1 ai ll ion ot what 

15 it .. n. ia to Taapa Electric coapany . 

16 we alao have a TECO Coalbed Methane which 

17 extra eta .. thnna gaa troa old coal tielda in the Black 

18 warrior Baain in Alabaaa. We have TECO --

19 IXWMT .. Ia.D CI~IRI'I Mr . Raail , you're 

20 giving aa detail I really don't need. 

21 

22 

WlftPII RUXLI I'a ~orry . 

CJ(II!MIIIIOIID ct.a•Jta And who own• all ot 

23 tboaa ca.pani .. ? 

24 

25 

WlYJmll ILUIXL I TECO Bnerqy. 

c-••tNIOIID CioiRI'I Which one h publically 
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1 tra4ed? 

2 wrr11U8 RIMTJ. 1 TBCO Enerqy. 

3 CIW'IUia.D rn.a••a Who are the corporate 

4 officer• of TBCO Bner9Y? 

5 W1tiiUI lt&IIXLa Tbe Chairaan and CBO 1a 

6 Tiaothy Guzzle; the preaidant and chief operating 

7 oftioer 1• Gi.rard Anderaon. 

8 ('!WMTUia.D m ,... Okay . Who b head of 

9 Ta.pa Bleotrio Coapany? 

10 

11 of the Taapa Bleotric. 

12 

13 

14 Anderaon. 

CVW¥1A1a.D cr.a••a Who doe• he report to? 

W1fiua •I¥Tt.a Be reporta to Girard 

15 OCMYJ'Uia.D ma••a Do you diaaqrae to the 

16 extent that -- profita tor the eo.pany are reported 

17 for the atocJt exobanga purpoaea at TBCO Enorqy level, 

18 ri;bt? 

19 WIU.II &UXt.l Correct. 
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20 OOW¥TUiomla CJI•Ka Do you diaa9ree that to 

21 the extent Taapa Bleotrio Coapany buya aora coa l from 

22 ita affiliate, the profit• of that coal affiliate will 

23 likely go up? 

24 WitiiUI •aMXLa It they are aaJtin9 a profi t 

25 on that product, yea. 
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1 CC*YIHIOIID c:xa••a Okay. You don't think 

2 Kr. Surgenor ha• an incentive to help increa•e the 

3 profit• froa •i•ter compani .. to aake Mr. Ander•on 

4 happy? 

5 n.,.... IIU.ILa We are -- people that are 

6 etoclcholder• of TBCO Enerqy vant TBCO Enerqy to do 

7 vall, of cour-. The people running the individual 

8 aa.panie• vant that coapany to do vell, ot oourae. 

9 And the i•eue, I thinlc, ve bave before u. i• do theae 

10 aalee that va•re propo•inq have any effect on that? 

11 And tbat queetion h .. not been asked in the whole 

12 debate or in the di•covery, and that'• the queation 

13 I'd lilt• to answer. 

60 

14 cxw•xaaiOIID C:X·a••a Baalc up and tell me the 

15 question you vent .. to aak you. 

16 Wltllll aaKILa Geez, I'd have prepared a 

17 li•t if I knew I va• going to have that option. 

18 Without the data the data reque•t ia on 

19 the oo•t of production troa the affiliate coapanies. 

20 And aeide froa the arquaenta that Mr. Willi• and 

21 Mr. t.onq aade about this ia about incentives tor the 

22 electric utility coapaniea, or di•inoentivea aore 

23 appropriately, there are thing•, data th•t ia known 

24 and i• out there it you look at vhat'• going on. 

2 5 one, with r .. pect to the 
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1 tranaportation ccmparay an4 the coa 1 coapany, yea 

2 in4eecl, the trenaportation coapany tranaporta the bul k 

3 of th• ooal conauaed by Ta.pa Elect r ic Coapa ny and 

4 tbia year the coal coapany provide• a aillion t one out 

5 of probably about aeven aillion ton• c! burn o! the 

6 electric Yea, that indeed doea happen. 

7 The iaaue that ve have in thia aale really 

8 ia, ia Ta.pa llectric ia going to aell all o! the coa l 

9 energy froa ita ayat .. that'• aarketable . And vhat 

10 ve•r• really doing in thi a tranaaotion ia taking 

11 broker ••1•• ve vould have aold the coal and moving it 

12 to longer tera contracta vaa juat tvo thinga: It 

13 ..curea that revenu• in • aor• inoreaaingly 

14 ca.petitive aarket, an4 ve believe geta ua higher 

15 JUar9ina than ve voulcl i.n the br oker. So the iaaue ot 

16 the voluae o! the coal that ve burn, and, there!or e, 

17 that ve buy frc. anyone, or that ve tranaport , ve have 

18 anyone tranaport, 1 t '• the aa.ao whether we do the 

19 aalea or not; ve're going to aake the aalea on the 

20 broker and tbrougb tiae, or ve•re going to aake 

21 th-under the .. contracta. so the voluae ve•re going 

22 to buy 1• qo1n~~r to be the aaae volWM o! coa l . 

23 Putti nq that aa1cle, the contract - -

24 OCW¥XUIOIID cr,••a:a Wai t a a inute . I'm not 

25 aure I oan aqr .. v1th that. 
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1 Wlt'JIJUII aaxn.a Okay. 

2 o••tNIOKKR oxaaza You're aayinq the 

3 aaount ot enarqy you're qoinq to aell under the --

4 aaount of energy I qu••• you're qoinq to qenerate 1• 

5 goin9 to be the aa~~e becauee you would either have 
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6 aold th .. under the.. contract• or you would have aold 

7 th .. on the broker eyat .. aa aa-available enerqy . 

8 Wl'l'IIU8 RUXL I Correct. 

g OQMMI .. IOKKR oxaaza Now, if it 1• aold aa 

10 ••-available enerqy, haa it been our policy in the 

11 pa•t that we, in effect, allocate all that to the 

12 retail •ide? 

13 

14 

15 

RtMTLI The benefit on tho aale? 

0 •¥XNIOKKR cr,apz a Right. 

Wl'l'IIU8 RaMTLI No. 80\ haa gone to thf' 

16 retail cuato.era aa a credit to fuel coat•. 20\ qoes 

17 directly to the coapany'• ahareboldara below the line . 

18 OQMMTUIOKKR cr,aRKa So they would be better 

19 ott under thie propoaal than they would be aa it t hey 

20 aold it ••-available anerqy? 

21 

22 

WIDUa •aMTLa Our aharaholdera --

ac•.X .. IOKKR cr,;apza I aaan the ratepayeru. 

23 WIS'D88 RUXLa The ratepayer• . We believe 

24 they are better ott un4ar thb propoaal becauae the 

25 aargina are greater under thia propoaal, the banetita 
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1 are ..cured up front with a contract, and in thia 

2 propoaal lOOt of the banafita ia all treated above the 

3 line rather tban on the bro~er 1 eo• above the lin• and 

4 20t below the line to a.haraboldara. 

5 C'*NflMic:.D m .a•wa But I thought you just 

6 1ncUcatec1 that it • a your viav that thia anarqy 1a 

7 qoinq to be aold aa-availabla if it'a not aold under 

8 thia contract. 

~ WI!'IIU8 au%LI Yea. Tha coal-produced 

10 place of tba enerqy ia lilcaly to be aold in either 

11 aoenario. 

12 The raaaon that va have aada theaa contracts 

13 ia twofold: one ie we bava aacure4 tbe aal•• and 

14 aecured the ravenua atreaa, and that • • --

15 o••xMic:.D Mi\Bifa Why 1a that necaaaary 

16 if you thouqbt you vara qoinq to •all i t anyway? 

17 WI!'IIU8 Ulal.l wa•va ••cured the aarqins 

18 that are qoinq to be aada on the •ala. And bacauae 

19 tha buyer ia not out there -- vbathar the buyer is 

20 qoinq to buy it or eoaaone alae ie qoinq to buy i t, 

21 h•'• villinq to pay a praaiua for i t. And ve•va 

22 qottan a hiqber aarqin on it. 

23 

24 in the aarvin, beoauaa you. r• not •ur• what you can 

25 aall it tor. 
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1 WI'l'JIIaU •aMTJ. • correct. 

2 (.'(W•lUIOIID cx~a••• But it there I. not that 

3 aucb capacity available later on your marqin ia going 

4 to be biqber, ian•t it? I sean you have aaic1 it ' • a 

5 buyer'• aarket. 

6 W%~11 aaKXLa It dependa on the fuel price 

7 of the enerqy coainq frOJI that capacity. 

8 o••TUIOIID CI~a•xa Well, but it alao 

9 dependa on the capacity available for people to buy . 

10 

11 

12 

13 

wx,..... •aMTJ. a Correct. 

o•¥JUIOIID cxa•Ka What the aarket b . 

WX~ aaKXLI Correct. 

OC*.I.IIOIID CI~aPKa If I underatanc1 your 

14 teetiaony, you're aayinq that any increaaed uae of 

15 coal -- there will be no increaaed uae of coal aa a 

16 r .. ult of the .. contract•? 

17 

18 

WX~ •a•rLa We don't believe ao. 

CXWJCTUia.D CI~a••a And , therefore, there 

19 i e no incentive to burn .are coal. I .. an there ia 

20 no there ia not the incentive of burning more coal 

21 reaultinq froa thia contract. 

22 Corraot. Correct . There 

~ 3 are two other factor• to oonaider, anc1 one of them ia 

24 that Ta.pa Electric' • contract tor fuel ":ranaportation 

25 with TBCO 'rranaport expire• at tha enc1 of next year 
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1 and we've already co.aittad to tbia eo .. iaaion that we 

2 will go out and .. ak co•petitiva proposals for that 

J ...rvioa. 

4 The other !act is that steadily , since 1993, 

5 our coal purchaa .. !roa our af f iliate coal coapany 

6 bava bean daclininq. 8o if you're looking at a cas e 

7 that we' ra golr)9 to try to increase burn to buy aore 

8 coal for an affiliate, that'• juat not happening and 

9 that data b readily available. 

10 OC*MtaatOIID CT·•••a Why are your purchases 

11 declining? 

Wlftlaa aaxtL1 Tba purcba••• are declining 

13 because we have bean able to work with our boiler 

14 operationa to find a auch broader array of fuels that 

15 we c:a.n burn, and that allows u• to buy cheaper and 

16 cheaper tual•. Anc1 to .ake the electric coapany aore 

l 7 cmapati ti va, we • va enhanced and aada broader the range 

18 of fuel• that we can nov burn. 

19 

20 

21 for cro••? 

oc•¥TNIOIID CXIRI:a Okay. Thank you . 

awaraxa• Jox.aowa Is the witness tendered 

22 ... wtLLtaa Yea, be 1•. 

23 ... _,.., Kr. McWhirter baa been nice 

24 enouqb to let .. qo firat at hi• raqua•t. 

2 5 ~· WXJ,XXQ'ftOII 
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4 

5 

6 

7 

8 

Q 

• 
Bello, Mr. Raail. 

Good .orning • 
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Q Mr. Raail, ~aJtinq of the FMPA contract 

fir•t, ia that a contract that you would characterize 

ae a long tara tira contract? 

CXWJIIUIOJI'D &aeUa Could you repeat the 

qu.e8tion an4 apeak into the ailte becauae I didn't 

9 here. 

10 D. _., Yea, eir. 

11 Q (~ ar. llcnre) Mr. Raail, would you 

12 cbaracteri&e the FMPA contract aa long tara firm 

13 contract. 

14 a It'a a contract that ;oea through the early 

15 part of 2001 and it ia tira. It baa at leaat one 

16 proviaion in it for certain thinga to happen, and it 

17 tho .. thing• do not happen the riqht way it can 

18 terainate earlier than that. 

l!il 

20 

21 

22 

Q 

a 

Q 

Ia the anawer yea? 

The anawer ia vhat I ;ave you. 

Ia there a particula.r achedule 

OCWOUIOIID ox ••" 1 Mr. Raail , I don't 

2 3 uncSeratand it. I think the anawer ia yea, it '• t irm, 

24 and it'• long tara until the and of the contract but 

25 there ia an out under certain ci~tancea. 
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QP''IIIOIID M ,l'll Ok-ay. 

4 Q 

5 Electric'• contract with FMPA, is that a finalized 

6 aiqned done deal? 

7 & Y .. , it ia. 

8 Q Baa it been aW.itted to the Federal Energy 

9 Requlatory en--t .. ion for approval? 

10 & Y .. , it has been. 

11 Q Baa it been approved by J'DC? 

12 

13 

Y ... 

••• the approval by rue in ~Y way 

14 continqent upon the requlatory treat:Jaent the if' lor ida 

15 PSC would give to that contract tor retail purpoa~a? 

16 

17 

18 

19 

20 

21 

22 

23 

a 

Q 

No. 

Reqardleau of what this co-iaaion does 

here, with r .. pect to the Florida .unicipal pover 

agency contract, TOJapa Electric COJIPanY is bound by 

it; isn't that true? 

a We're bound by the teras and condi tions o! 

the contract, yes. 

Q Taapa Bl•ctric baa v~ioua schedul es o! 

24 wholesale .. 1... Doe• this contract with P'KPA !all 

25 within one of thoee oategori .. , such a.a SChedule D? 
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We bava an array ot ache<Sulea and I believe 

wa have tenaed thia one a Schedule D. 

Q Baa Taapa Electric entered into any 

Schedule D contract• ainoe ita laat rata caaa with 

entitle• other than P'MPA or Lakeland? 

Yaa, I beliava va have vith Reedy creek . 
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1 

2 

3 

4 

!5 

6 

7 

• 
Q Bov cUd Ta.pa Blactric propo" to treat that 

8 Schedule D aale tor retail purpoaea? 

9 & I believe that that achedule or that aale 

10 vaa a continuation ot a pravioua ona that bad baen 

11 d~~alt vith in our rata oaae. 

12 Q And hov did Taapa Electric propoae to have 

13 thia Comaiaaion traat that aala, Kr. Raail ? 

14 & It vaa tha aaaa vay aa tba aalo bad been 

15 treated in our pravioua rata caae. It vaa aeparated 

16 at average coat. Tha ravanuaa troa tha aale 

17 appro:d .. ted average coata. 

18 Q With rataranoe to your teatiaony, Page 5, 

19 beqinninq on Llne 13, you rater to tha aoat 

20 aiqniticant ditteranoe between the PMPA and Lakeland 

21 aalea co.pared vith pravioua aalaa raviawad by the 

22 eo.aiaaion. would thia apply to the Raedy Creak 

23 Schedule D that vaa entered into after the coapa.ny' • 

24 laat rata oaae? 

25 & No, beoauaa that vaa aaeentially continuing 
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1 the .... contract that waa dealt with in the rate 

l ca ... 

3 Q Kr. Raail, that waa a new contract, waa it 

4 not, that you entered into with Reedy creeJc after your 

5 laat rate ca .. ? 

6 Y .. , the new contract to continue the terms 

7 and condition• of the old one. 

8 Q It waa a new contract, it waa a Schedule D 

9 and it waa the Coapany'a propoaal that it be aoparated 

10 conaiatent with the laat rate caae; ia that correct? 

11 & I '• not aura ve aade a propoeal. I think 

12 that'• juat the way it waa handled aovinq forward . 

13 Q Tbat'a the way it ha• Peen handled in the 

14 COJIP&ny•a aonthly fuel filinqa, baan•t it? 

15 & Y ... 

16 Q And for aurveillance purpoaea it's treated 

17 the ale a• aeparated, haa it not? 

18 A Yea. 

19 Q Kr. Raail, referrinq back to Paqe 5 of your 

lO prefiled direct teatiaony, are you tryinq there, 

21 beqinninq at Line 13, to aake the point that the 

2l whol .. ale aarket ia different now than it waa a few 

23 ye&ra aqo7 

24 & It'a different nov than it waa even juet a 

25 few aontha aqo. 
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1 Q Ia it your belief that the co .. iaaion abould 

2 taka into conaideraticn cbanqea in the wholeaale 

3 aarket to decide whether it abould treat Schedule D 

4 aal.. aa .. parated or not? 

5 & The Coaaiaaion ne.O.. to look at whether 

6 tbaaa aal- are in the beat inter-t ot ratepayara, 

7 and in doinq ao they need to conclude bow they ahould 

8 be aeparatecS; vhather they are SChedule D or not it.; 

9 not relevant. 

10 We have Schedule D sal.. that aren't 

11 aaparated and were dealt with aa auoh in our laat rate 

12 oa ... 

13 Q Kr. Raail, I believe ay queation waa do you 

14 believe the co.aiaaion ahould take into conaideration 

15 cbanqaa in the vbol ... le aarket in date~ining 

16 vhetber -- or in what aanner they abould treat 

17 .. parated SChedule D aalea? 

18 & Yea, the anaver to that ia yea. 

19 Q Mr. Raail, if thia co-iaaion were having a 

20 ba .. rata oa .. for Ta.pa Electric riqht now, would you 

21 reoa.aand that thie Gale to FMPA be aaparated? 

22 & No. 

23 Q If thia aale were eeparated, would the 

24 revanuaa froa PMPA be adequate to cover the c.apital 

25 coata of the ganeratinq aa .. ta cowaittad to the FKPA 
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1 nle? 

2 A No. I aean that 1 • the point ot our 

3 t.e•ti.aony. 

4 Q Which _ .. t --

5 A The aale cover• the inareaantal costs of 

6 .akinq the nle and then a a&re~in on top ot that which 

7 produce8 benetita to the •y•t-. 

8 Q Where doea coveraqe tor the capital cost 

9 a••ooiated with the aaseta coaaitted to the FMPA aale 

10 00118 froa? 

11 Aa v• .. ntioned in our teatiaony, I 

12 ..ntioned in ay au.aary, the fixed coata asaociated 

13 with the a• .. t• are preaently beinq borne by retail 

14 ratepayer• and our propoaal 1a to flow bacJc benefits 

15 to relieve that. 

16 Q Can you tell .. approxiaatoly what the 

17 dollar aaount of the rate ba .. effect of the assets 

18 ea-ettted to the PKPA aale are in the retail 

19 juriadiction? 

20 

:n 

A 

Q 

The dollar aJIOunt? 

Yeah. Approx1aately. IA~ .. addre•• it 

22 thi• vay, llr. R.aail: Which qeneratinq •••eta are 

23 ca.aitted to the PKPA aale? 

24 The •ale to PKPA ia priced out of two units 

25 of Biq BeneS and tvo unita at Gannon. The enerqy 
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1 delivered to aake the aale ia going to be delivered 

~ froa the Taapa Electric ayat ... 
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3 00.8 FMPA have a claia to qeneration it none 

4 of the unite i dentified in the contract are available? 

5 

6 

No, they do not. 

SO PKPA doea, in fact, have a claia to the 

7 generation out of apaciric aaaete, doea it not? 

8 Yea, it doea. But that queation ia 

9 dirferent than tba aarliar ona you aaked ma. 

10 CIC'f¥ta8IOIID G.UOUa Ra~at the laat 

11 quaation. I aiaead it. 

13 a. .,.., I • d have the aak the reporter to 

13 na4 it bacm. 

14 (Tb.ereupon, the queation appaarinq on Lines 

15 7 and 8 vera r .. d back by tba reporter . ) 

16 MMYTUia.D CD&CUI And the anawer . 

17 WXI'IIU8 PJMTLI Yea. 

18 0 cay ~~~'· ~., Which aaaata are thoae , Mr . 

19 Raail? 

~0 & Tba aala to PMPA ia priced upon , and is 

~1 available, baaed upon the availability of two units at 

~~ Big Bend and two unite at Gannon. 

23 

24 

Q 

& 

0 

Wbi~ two -- l! • • aorry, go ahead . 

I don't recall vhicb two right now. 

I believe it'• in Me. Branick'a teatiaony. 
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1 The availability of the power aale ia 

2 dictated by that. The prioea that the cuatoaer pays 

3 ia dictated by increaantal coat• aaaociated with those 

4 two unite. 

5 When the Tuapa Electric Coapany ayat- ia 

6 41apatahed, it b dbpatched eo that all of the load 

7 aerved ia qenarated .oat efficiently, ao the energy 

8 coaaa froa t.brouqbout the aye~. And that 1 
• why in 

9 our propoaal we are creditinq back the ayat-

10 incr ... ntal fuel coata to aake the aale, which ia the 

11 true coat of the aale, to k"P retail ratepayer fuel 

12 coata neutral, aakinq the aale veraua not aakinq the 

13 aale. 

14 0 

15 the P'ICPA aale ia aiailar to .. para ted Sche<!ule o 1 a , 

16 an4 ordara that Ta.pa Electric aeparate the FMPA aale, 

17 bow could TAKPA Electric poaaibly be baraed? 

18 Taapa Electric would be haraed becauae the 

19 cuetoaara would not only receive the poaitive ben~tits 

20 of the aale, but they would be further helped out by 

21 ilaputinq ayat- averaqe coat• to the Colapany•a 

22 abaraboldera. 

23 0 Ian 1 t that vbat bappena with separations? 

24 Tbat I ... n the ca.pany'a been filing aurveillano~ 

25 reporta aince ita laat rate ca .. and it 1 a been 
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1 reportinq all of ita aeparated Schedule D aalea aa 

2 .. parated, baa it not? 

3 & All of ita .. para~ SChedule D; not all ot 

4 ita Schedule D aalea, yea. 

5 Q Ob, I undaratnad that. And thare'a one 

6 ... 11 cat.gory -- in proportion it'• rel atively aaall 

7 generation the co.aiaaion 1n the laat rate caae 

8 treated aa nonaeparated Schedule D; ia that ~tqht? 

Yea. 'l'bey treated the aale "• a 

10 nonaeparated Schedule o. 

11 Q Would you aqr .. that the Ca.aiaaion effects 

12 a .. paration for thoH nonaeparated Scbedulo Da by 

13 requiring Taapa lleotric:: cowpany to now throuqh 100\ 

14 of the nontuel revenuea? 

15 Yea. I would further co ... nt on .. hat that 

16 tbe revenue• rec::ei ved froa tboH Schedule D aalee , and 

17 the coata aeparated troa tho .. Schedule D aalea , were 

18 equal to each other, ao there waa no hara t o the 

19 ratepayers , and the ca.aiaaion aetarained that thoee 

20 aalaa ware prudent to aaka. 

21 Tba diatlnction that wa•ra aakinq hare is as 

2~ auoh aa we'd like to qat our full avaraqa eabedded 

:u co•ta tor thaae nl .. wa oan•t. lf• can't do it . Md 

~4 the dil .... we have ia if wa can't do it, than 4o we 

25 not aaka the .. 1. and forqo the $10 aillion benefi ts, 
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1 or do we aake the aale an4 capture thoae benefit• and 

2 a&k tbe co.aiaaion for fair treataent 9iven the 

3 ourrent vboleaale aarket. 
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4 0 Kr. Raail, if the co .. iaaion vera to order a 

5 .. paration of the FMPA aale, that voul4 not affect 

6 Ta.pa Blectrio'a retail baae ratea , vould it? 

7 ~ It vould not affect our retail baa• ratea, 

a no. 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

0 And if the co .. iaaion ordered that the --

for fuel coat recovery purpoaea, that it be imputed or 

a .. UIIed that thfl P'KPA aale vaa aade at ayatea average 

fuel coat, or I abould aay at veiqhtad avara9a 

inventory oo.t qiven the vay tbe tual doc)(et worke, 

that voul'\ be conaiatant vitb the Ca.aiaaion'a prior 

policy, vould it not? 

~ No, it wouldn't be. 

0 Why vouldn't it? 

~ Becauae the Coaaiaaion'a policy ia to 

.. parate fuel at avara9• or another treataant it 

benefit• to ouatoaara oan be d-onatratad, vhich ve 

21 bava dona. 

22 0 Ia it the fact that you perceive a benefit 

33 by ca.parinq tb• r•venu•• received e9ainat incr .. ental 

24 ooeta, an4 in that you find an exoaaa of ravenuaa over 

25 inor ... ntal ooata; ia that correct? 
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1 

2 

a 

0 

Tbat'a correct. 

While i9noring tba capital coata aaaociated 

3 with tba aaaeta co-itted to the PXPA aala; ia that 

4 correct? 

5 Tboaa are aunk coata and anouldn ' t be 

6 conaidered vhan 9ivan the opportunity to make a 

7 diacrationary aala. 

8 Q SUnk coat• to Whoa, air? 

9 a Tbo .. ar e coat. , •• wa aantion in our 

10 teatt.ony and aa I atated in ay auaaary -- thoaa are 

11 co.ta that a.ra bain9 borne by the retail ratepayer . 

12 0 An4 you have taken tba aunk coata of the 

13 aa .. ta corr .. pondin9 to thoaa aunk coata previoualy 
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14 oo.aitted to the retail juriadiction and aold them and 

15 COBPitted th .. on a priority 9anaration baala in the 

16 Vbol ... la juriadiction, have you not? 

17 a Yea, wa have. But let .. aay it a different 

18 way than you juat aaid. 

19 Wa could have dona notbinq and ratea to 

20 cuatoaera would have bean exactly the aaaa and we 

21 wouldn't ba hera havinq thia debate today. or we 

22 could have d.ona what we did and oaptured the 

23 flO aillion ot banafita and tlov th .. back the way 

24 va•ra propoainq. Tbat•a our buain••• deoiaion . 

25 0 xr. Raail, did I undaratand you in anawer to 
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1 

2 

3 

4 

5 

6 

7 

8 

aoae qu .. tiona froa eo .. iaaioner Clark to aay that you 

would have aold thia energy anyway? 

a I believe we would have. 

Q Aa I correct that under the broker ayatelll 

there are no apecific a .. eta, no apec i fic qenerating 

aa .. ta ca.aitted to broker aalea? 

a When you ca.ait to the aale you obvioualy 

co.ait.ent tbe qeneratinq aaaeta to produce the 

9 enerqy. 

10 Q 

11 & 

12 Q 

That'• on a hour-by-hour baaia, 1• it not? 

That • • correct. 

There ia no lonq-tera ooaaitaent of ·~•cific 

13 aaaeta to any apecific econoJIY intarohanqe aalea on 

14 tbe broker , 1• there? 

15 a No, th.ere 1• no aore coaaitaent than for the 

16 period of a hour, or if you qo, you can qo beyond that 

17 .. ybe aa auch aa Hveral hour• or a week . That' a the 

18 period of ~.it.ent. And the broker approach look• 

19 juat at Vbat we looked at hera. You look at the 

20 inareaental coat of aaltinq the aale, and you look at 

21 tho inoreaental revenue, and you aalte the aale and 

22 ahare the aarqin; sot to the auatoaera , 20• to the 

23 ahareboldera below the line. The aain difference 

24 between a broker transaction and the one that we have 

25 with PMPA in Lakeland ia becauae aince the broker is 
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11 
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13 

14 

15 

16 

17 

18 
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on an hourly baaia, and you're really lookinq at your 

l .. t tncr ... nt of qaneration, there i• no iapact to 

the retail cuatoaer fuel coat -- charqe troa 

qeneratinq the enerqy. 

We raali&ed that with a lonqer tara 

co-•it .. nt there could be an i.llpact to the rotail 

owatoaer fuel charqa. But with our propoaal to credit 

back increJMntal fuel coata, we tako avay that iaaue 

with reapeot to fuel coata and aake th••• aal•• 

exactly like the broker. 

Q Let • • apeak to that tor a aoaant. The fuel 

coata and the increaantal natura of thoaa fuel coat3 . 

To iaolata thia, if we could, let•a refer to 

the two Gannon unite that are identified in the FMPA 

contract. Doaa Taapa Electric bava lonq-tera coal 

aupply aqre ... nta tor ita Gannon unita? 

~ Yea, ve do. 

Q And what parcantaqe of Taapa Electric'• coal 

19 aupply to the Gannon unit. doea it have under 

20 lonq-tera contract? 

22 Q And who ha• firat claia to the qeneration 

23 out of the Gannon unit• identified in the FHPA 

24 contract? 

25 PIIPA doea. 
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1 Q What ie the fuel price that they are charged 

2 under the I'IIPA contract? 

3 & Tbey are charqed the Gannon unit or Big Bend 

4 unit inar...ntal fuel price vbich b epot fuel. 

5 Q Would you aqr .. than that the l'XPA hae !iret 

6 clai.Ja to the generation but yet iD treated ae an 

7 inar...ntal ouatoaer for fuel purpoeee? 

8 & They have their ebare of clai• to the firet 

9 generation froa thoec unita. 

10 Q Who el~• baa a priority clai• to the 

11 generation froa tho•• unite? 

12 & our retail cuatoaere, of couree. 

13 Q What ie the generating capacity of the four 

14 unite ca.aitted to l'XPA under the contract? 

1~ & Rouqbly 11- or 1200 aeqavatte of capacity 

16 tor the 35 aeqavatt eale. 

17 Q You aaid for the 35 aegavatt eale. It'a 35 

18 aeqavatt originally but it raapa up to 150, doe• it 

19 not? 

20 & Yee, it could qo that ~iqh. 

21 Q How did you calculate that at 11- or 1200 

22 aeqavatte? 

23 & Roughly the unite at Big Bend or about 400 

24 aeqavatta in eiae, and Gannon unita are on average 

25 couple hundred aeqavatta. 
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1 D. 1101m1 I bave no further que at ion.,; . 

2 Thank you, Kr. Rallil. 

3 ~~ WUMDQ~IOJf 

4 aTD. ~~ 

5 Q Kr. R.aail, have you aeen the Prehearinq 

6 order in tbia caae? 

7 

8 

9 

& 

Q 

& 

Yea, I have. 

Do you have a copy of it there7 

Bxauae .. , I aay have one. (Witneaa 

10 aearcbu file.) Yu, I do. 

11 0 Kr. aa-11, Paqu 6 throu9h 10 in that 

12 PrebeerincJ Order ia TBCO'• baaio poaition. I aort ot 

13 pruu. tlaat tlaat vaa lik• • lawyer' • openinq 

14 atate.ent, but I preauae that you are the c011pany 

1!5 policy vit.neaa that 1a reaponaible for aoat ot the 

16 iaauea that are aet out and aoat of the poaition• that 

17 are .. t out in that openinq poaition? 

18 & Yea, I aa the ooapany policy v i tneaa. 

19 Q I'd like to 90 to Pa9e 8, it you vill. And 

20 at the firat paraqrapb, beqinninq on that pa9e, it 

21 .. ya •a.oauae non-requir..ant vboluale ealea are 

22 diacretionary and iW~pa.aible to foroaat vith 

23 preoiaion, there i• no reaaonable baaia tor allocating 

24 ooata to tbeae aalea bator• the faat.• 

2!5 Nov, are the PXPA and Lakeland aalea 
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81 

nonrequir...nt vbolaaala aal .. ? 

& Wa are not aarvi"9 the ir tull requireaents 

ao they can be t~ nonrequir ... nt. 

Q It aeea• to .. that in thia caae, however , 

you have carefully d.aterlained What the torecaat ia tor 

banafita to the cuat.o.ara, 110 you have bean able to 

foraoaat with praciaion in thia oaaa what tha reault 

vill be froa thia tiva- and tan-year contract; ia that 

correct? 

& Wa'rA confidant in our aatiaataa of tha 

..aunt of aalaa and the aarqin that we'll aake on 

tho .. aal ... 

Q Nov, tha PXPA contract baqina at 35 

aeqavatta and raapa up to 150 aeqavatta. Ia that 

correct? 

& correct. 

Q And baaed upon the projection I aaw in the 

cSiacovary, it appear• that that aale will be at 1 00 ' 

load factor. In other warda, the aaqawatt-houra 

praacribad froa that aale will be 150 in the year that 

it•a 150 tiaea the nuabar of ho\U'a in the year, 8760 

boura; ia that correct. 

& 'l'bat '• O\U' expectation. 

Q In yo\U' qanarati.nq inoanti ve pr-iwa c aae 

you indicate that theae unita don't actually vork 100' 
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of tha yaar, thay only work 60t or 70t of th• yaar; is 

that not correct? 

& I'a aorry, I don't undaratand tha queation . 

Q Wall, you gat a ravard aacb yaar for your 

generating incentive pertoraance, and in that you aat 

out the nuaber of hour• that tha plant i• anticipated 

to operata. Do you hava any plant that ia anticipated 

to operate lOOt of tha tiae? 

& No, air . Wa aura liko for th- to but it 

doeon•t alway• happen. 

Q In fact, your beat .. tiaata, tha ona upon 

Vllicb you qat rovarc1od if it cSooo that, ia aoaawhare 

around an of tha ti .. ; ian't that correct? 

& 'l'hat ' a probably about right, g i ven 

preventative aaintonanca. 

Q Yaa, air. If that'• tba caaa, than would it 

not be logical to aay that ainoe lOOt of tha output of 

1!50 a.qawatto i• involved in tbia aala, actually aore 

than 1!50t ot .. gawatta i• coaaittad to tha aalea. 

Tba aala will ba aat when tha generating 

:u unite, they ara dotinad in tha contract, era 

22 available. 

23 But aa I aantionod in raponaa to quaationo 

24 from Mr. Bowa, tha aala ia going to coaa froa all o! 

25 our ayat ... , tha next lowaat coat place whore wa can 
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1 proc1uoe the enercn- froa. 

2 Q Nov, you ccmaitted Gannon !5 and 6, and you 

3 ocmaitted Bic; Bend 2 and 3 to these ealee, and FMPA 

4 vall, PMPA, not Lakeland -- vill have firet call on 

!5 theae aaaeta; ia that correct? 
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6 .a They'll have tirat call in their capacity as 

7 lone; aa thoae unite have at leaat that auch capacity 

8 available. 

9 Q And theae aaaeta, when you add up the 

10 inatalled capacity, add up to 1500 aegawatta 

11 .a Which vera the unite you aaid, Big Bend 2 

12 and 3? 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

Yea, air. 

And Gannon !5 and 6. That' • -- because those 

are the bic;ger uni ta ot Gannon, yea. 

Q SO for theae aalea you aaintain 

approxiaately 900t reaerve aarqin? 

.a No. No. That '• aiauae of the nuabere. 

Q I .... Tell .. how it ahould be used it 

they have firat claia on tho•• aa .. ta? 

.a The aale dictate• by etatinq tho•• unite 

vben the power will be available end it dictate• the 

23 unite. But vben the eyat.- ie diepatohed we don't 

24 eay, •okay. Here'• th.e piece ot th ... unite going to 

25 PMPA and Lakeland and here'• the piece goinq to the 
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1 retail ouatoaera.• You have all of the unit• 

2 available and you .. et all of the load requirements in 

3 tbe aoat efficient aannar you can by properly loading 

4 all of the unita on the ayataa. 

5 Q I •••· But you bava a contract with the 

6 Florida Municipal Powar Authority. And under that 

7 contract they can -- they plan to purchaae from you, 

8 an4 can daaand froa you, 150 aeqavatt-hours ot anergy 

9 every hour of the day, every day of the year; is that 

10 correct? 

11 & Yea, they can do that. 

12 Q An4 lonq aa one of thoaa four planta, which 

13 oon.t1tute 1500 aeqawatta ia oparatin9, you're 

14 obliqat&d to deliver that; ia that correct? 

15 & Aa lonq aa there' • at leaat 150 aagawatts 

16 operati.ng froa tho•• unit•, Y••· 

17 Q So if all of tboae plant& are down, you 

18 don't froa any obligation, do you? 

19 & No, we don't have any. No, we don't hava an 

20 obligation. 

21 Q Now, you aay that the .. •ale• are 

22 diacretionary, but, in tact, you entered into a 

23 contract, a 00111lit:Jient to a contract, in Bepteabar of 

24 196 tor the PMPA aala, did you not? 

25 & Y .. , we did. 
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1 Q An~ that contract vaa aubaitted to an~ 

2 approved by the Federal Enarqy Regulatory co .. iaaion 

3 attar that date? 

Yea, I believe that' • correct . 
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5 0 And doea that contract have a requlat ory out 

6 in it in tbe event that thia eo.aiaai on ~eala in a way 

7 that you cis- unfavorable to you vitb re•pect to how 

8 the revenu•• are treated vith reapect to tbe retai l 

9 juriacUotion? 

10 No. That i• not one of the outa in the 

11 contract. 

12 Q Okay. So you're bound irre•pective of what 

13 the Ca.aiuign cSoea in tbia cau to Hll th~t power t o 

14 PKPA; i• that correct? 

15 A Ko, I don't believe that'• true. 

16 

17 

All riqbt . What are your outa? 

Wall , juat thinkinq back, ve'd have t o look 

18 at all of the optiona but there • • force .. jaur e 

19 olauaea; there'• alao an a•aicpmant clauaa. An~ we 

20 would look at all of our option•. One of thaJD might 

21 be to aaaiqn the contract to a pove~ aarketer. 

22 

23 

24 

Q 

a 

Q 

You can aaaiqn it to a power aarketa r? 

Yea. 

In otbar vorda, you coulcS aaaiqn your 

25 r-ponaibility to a011a0ne that voul~ t ake that oath if 
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1 you could find ao .. body to do it at that price? 

2 & correct. 

3 Q AncS that would let you out? 

4 & That would let ua out. 

5 0 And would PKPA hava to aqraa to that? 

6 & Proba.bly. 

1 Q Bven it the povar aarketer wara not aa 

8 reliable aa Ta.pa Electric and didn't hava 1500 

9 ..;awatta of backup power? 

10 Well, the power aarketer would have to be as 

11 reliable aa tb.a contract require•. 

12 

13 

0 I ... . 

OCJOCXUia.D en••• "'-t 1M aak you thb : 

14 SO if your .anita ara runninq and you • va aol d it to a 

15 power aarkater tb.ay are obliqatad to aall -- 1 qu••• 
16 I '• tryinq to underatand if you hava conditioned this 

17 on oartain plant• runniD<J, bow ara you qoinq to ••ll 

18 it? 

19 

20 aaauaa the contract, thay would have to price it the 

21 .... vay that tha oontraot dictates and it would have 

22 to ba at tba .... availability. we would not 

23 naceaaarily be prov14inq th• power, but wa probably 

24 would let the power aarketar know when tho•• unit• 

25 vara available ~ they could .. et or not .. at the 
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1 teraa of t.be contract. 

2 oo••IUIOIID m .... J:. So the pover 11Arketer I. 
3 obliqation will •till be contingent on whether or not 

4 you are running tho•• four plant.. 

5 ~ lt&IIILI That' • What the contract 

6 dictate. but ve wouldn't be •upplyinq the power then , 

7 the povar aarketer would. 

8 OC'M"'Uia.D m,a•~ra The anawer i• yea. 

9 ~ &UD.I I apoloqi ... 

10 o••TUia.D m,aasa Let .. a•k it aqain. 

11 wt!'P'• a&MXLI I didn't ••• it aa a yea or 

12 no anavar. I • a •orry. 

13 ('!••:r;u:r;a.a ma•Ka Let .. a•k it aqain . 

l4 Tbe power aarketer would be obliqated to •upply the 

15 pover if Ta.pa Electric eoapany wa• runninq thoae four 

1f' unit•? 

17 wxuua R.UIIL• corract. But the 

18 di•~inction I vaa tryinq to aake ia that•a juat 

19 deteraininq wether the pove.r aarketar'• on the hook 

20 or not. We wouldn't be •upplyinq th- the pover from 

21 tho•• ur.it•. 

22 CXWJIIUIOIID m.ap~ra I u.ncSar•tand that . But 

23 than Vbathar or not they are on the book 18 continqant 

24 on vbat you do, not What they do? 

25 ~ a&KXLc Correct. 
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1 g (By Jrr. II.G10lirter) It •a alao continqent on 

2 FMPA aqreeinq to the aaaiqnaent, ian•t it? 

3 A Y ... 

4 Q Aoceptinq the nev purveyor. 

5 In that aaae paraqrapb you aay •It would 

6 ll&ke no Hnae to iJipute average u,..,decS coat to theae 

7 aal•• vbiab by definition create only incr .. antal 

8 coata.• Ia that your atat ... nt or your lawyer' e 

9 openinq atate.ent? 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

That'• our atat ... nt. 

Q You atand by that. Okay. 

Nov, wben you have a rate caae -- when you 

bad a rate ca .. ,.n 1992, you vera able to tully 

recover your .. be&'ecS ooat in that rata caaa tro11 the 

c:u.ta.ara that vere then on the ayatu, vera you ne t? 

A correct. 

Q And for every additional kilowatt-hour 

conauaed by thoae cuatoaera, and for every additional 

retail cuato.lar, that' a an incr ... ntal aale a.nd the 

20 coat preauaa.bly would be an incr .. ental coat to the 

21 utility1 ia that correct? 

22 A I'a not aure I underatand the quaation. I 

23 think the anawer ia yea. Would you reatate it, 

24 plea••· 

25 g I don't know that I can. But any aala that 
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1 took place attar the billinq detarainanta in your 

2 1993-94 rata oaae that occur• ia an incraaental sale, 

3 and any cost attributable to that sale would be an 
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4 incr...ntal coat even it it ~~rare in the retail sector; 

5 ia that not correct? 

6 

7 

Yes. 

All riqht. Now, why does it aake sense to 

8 obarqe the retail ouatoaera eabedded coat but it 

9 doean•t uke aenae to oharqe th.e vholeaale customers 

10 .. be4ded coat? 

11 Aa I .. ntionecl in ay su..ary, it is the 

12 baai• tor our ca••· The wholesale aarket is a 

13 co.petitive aarket. And with all of the players in 

14 the aarket, people can buy below utility eabedded cost 

15 in that aarket. 

16 Q I .... Tho .. ouatoaer• are not obligated to 

17 buy it fro. you but your retail ouatoaers are 

18 obligated to buy fro. you; is that the difference? 

19 & They are not obligated to buy from us, and 

20 we are not obliqated to aerve th- unless we choose t o 

21 get into a contractual relationahip. 

22 cywyxaxOIID CI&RCUa You ••- to be saying 

23 that the only ones that can benefit froa this aarket 

24 are other whol .. alars? 

25 WX!'J~Utt ltUILa· The wboleaale power 
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1 aarketer•. 

2 CC*'"NIOIID CIUCUI No, the onea vho are 

3 purahaaing on the wbole•ale aa.rket. In other words, 

4 you •re .. yinq that the retailer• -- becau•e the retail 

5 ouatoaer•, becauae they are •ubject to aonopoly, in 

6 other worda, they have to buy froa you and they don't 

7 qat any benefit froa what you •ay i• a competitive 

8 aarJtet, that you wouldn't be able to •ell to them. 

9 naua auit.a The people that are buying 

10 wbole .. le are turning around and •erving retail 

11 cuatoaer•. I ... n that'• not an in aarket in and ot 

12 itaelt. 

13 

0 (~ a. IIGW'Ja.irtu) In the next paraqraph 

15 you .. y •It i• axioaatic a• a aatter of ba8ic economic 

16 theory that •uch incr ... ntal •ale• produce net 

17 bemltite to the qeneral body of ratepayer• it 

18 inor...ntal revenu•• received are •ufficient to cover 

19 inoreaental co•t•. • I• that axioaatic for vh.ole•ale 

20 •ale• .. well a• retail• •ale• or only axioaatic tor 

21 Wbole .. le .. 1 .. ? 

22 

23 

24 

Let .. read it. 

Okay. (Pauae) 

I believe that'• true for retail •ale•, it 

25 you have an additional retail •ale that would be true. 
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1 And, in fact, the way we have propoaad thia treatment 

2 i• very aiailar to bow the revenue t roa an additional 

3 retail aala would be treated, anc1 that' • all above the 

4 line exoept that our propoaal flow• baclc, benefit• to 

5 ouatoaera aora quiclcly. 

6 0 Thank you. At the bottoa of thl!t- paraqraph 

7 you NY •The Hlaa will qenerate• -- thaaa the PMPA 

8 and Laltaland aalaa -- •will qanarata aufficiant 

9 revenue to oovar variable ooat aaaoci ated vith the 

10 aalaa and raduoa the fixed coat bUrden being borne by 

11 the 9enaral body of ratepayer• by 9.9 aillion.• 

12 Nov, you aay that you're quarantacd that the 

13 ratepayer• wil\ qat $2 aillion back. Would you 

14 explain the dtfferanca between that $l a i llion and the 

15 $9.9 aillion? 

16 & The difference batvaan the $2 aillion and 

17 the $9.9 aillion ia the raaaindar of the benefit baing 

18 credited above the l i ne to oparatinq ravanuaa; t hat ' • 

19 the croaabatcbed area. The 9 . 9 aillion - - I r eferred 

20 to 10 aillion earlier, •aaa nuabar -- ia froa the 

21 croaabatcbed area, all of the area above what i t 

22 abadad in blue, all of that t otal• $9 . 9 aillion. The 

23 2 aillion that I aantionad, va•ra prepared t o 

~4 quarantae i• the piece that vould be in that qraen 

25 box. 
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1 Q I .... So tbere•a a 2 aillion over a ten 

2 year i--.diate benefit throuqb tbe fuel clau••i the 

3 other 7.9 aillion will co .. •t ao .. future tiae it you 

4 don • t have a rate caae or if there 1• a refund under 

5 your refund atipulation. Ia that correct? 

6 A Correct. 

7 Q And under that refund atipulation if you are 

8 aarnin; aore than 11.75t you ;at to keep 40\ of that , 

9 up to-- ;at to keep 40l ot it in '97 and '98, don't 

10 you? 

11 If ve•r• earnin; within our allowed r•turn, 

12 tbat'a correct. 

13 0 

14 the total revenue that you project or that. you 

15 contracted to receive under tba .. ;uaranteed sale• 

16 aqr....nta to tbeae citi .. ? 

17 A Well, that'• a very unlikely acenario. But 

18 what vould happen in that acenario ia the fuel coata 

19 vould be credited froa operatin; revenuea. 

20 Q All riqht. I notice tbat when you take 20\ 

21 of the broJc.a;e aale you keep tb.a t below the line, but 

22 tba $2 aillion that you • re ret err in; to in thia 

23 ;uarantead refund, tbat dooan • t coae troa 

24 below-the-line dollara, it co ... a froa above-the-line 

25 dollara? 
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1 our propoaal h to treat everythinq above 

:l the line. 

3 Q I aee. so in uaenoe, th• ~an teed 

4 2 aillion you oaae up with today ia nothing really 

5 different that you anticipate happening anyway; ia 

6 that correct? 

7 ~ Well, u I introduced the $2 ail lion, 

8 everybody baa been very concerned about thoae 

9 beme.tiu, and are they really there; how auoh are 

10 they? You know, that • • an effort to ahov that we 

11 f .. l qood about thia and we • re -riou• about thia. 

12 Q All riqht. With reapeot to that aaae 
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13 paraqraph you aay that •Tbe qenerel body ot r•tepayere 

14 will be relieved -- it will reduce the fixed coat 

15 burden beinq borne by the qenoral body of ratepayer• 

16 Qy $9.9 aillion.• That ia the benefit that will be 

17 derived froa the approval of the aeohani•• that you 

18 aeek in thia ca .. ? 

19 ~ Y... Tbat ia aqain everythinq above what's 

20 ahaded in blue on the illuatration chart. 

21 Q All riqht. Now, that benefit ahould be 

2:l veiqhed aqainat what would happen otherviae. And if 

:l3 the tra4it1onal oo~pt ia followed, and the one 

24 thst'a p.roaoted in thia oaae by the Public Counael and 

25 P'IPOO, and your retail rate baae ia aeparat ed, under 
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1 

2 

3 

4 

5 

6 

7 

I 

9 

10 

11 

12 

13 

14 

15 

Paqa 11 of your taatiaony, aa I not correct that the 

qeneral body of ratepayer• would be relieved froa 

71.1 aillion over the tara of the aalu? 

& Correct. 

Q Okay. So vhen the co-i .. ion ia veiqhing 

the benatita vhat it naeda to veiqh hera ia are the 

cuatoaera batter off to qat a $9.9 aillion benefit or 

a $71.7 Nillion benefit, ia that it? 

I t vould be tenaecS that vay , but that' a the 

equivalent of the coaaiaaion aayinq, •r can alwaya go 

qat aora benefit• tor auato .. ra by dippinq into the 

abaraholdera allowed rata of return. • 

0 The cuatoaar didn't OOIIP81 you to aake this 

aala 

D. wu.L%81 Bx.cuae .. , 11r. K.cWhirter , let 

16 bia tini8b bb anaver, plea••. 

17 D. lloDDt~a s.q your pardon? 

18 

19 a.MVer. 

20 

:n 

a. WILL%81 He woa not finiahed with hia 

D. IIGDDI'DI Oh, I 'a aorry. 

W%~ aaxrLa The two pointe of reference 

22 vitb rupeot to the dieoretionary nature of the aales 

23 and the daoiaion point of aakinq thia ••~• ia doaa 

24 do notbi.nq, do nothill9 and 90 

25 forward and there are none of theae benefit• to 
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1 ouatoaera. or d.oe8 Taapa Bleatrio qo ahead. and. d.o 

2 what i8 in the b8at intereat of it• generating •yatem 

J and. ocmai t to theae .. lea and. capture that $10 ail lion 

4 worth of be.nafita? Tbat•a the d.eci•ion we aake a• a 

5 buain .. • d.aoiaion. 

6 Nov, we a lao tuave to think hov 11: the 

7 CC..iaaion qoinq to tr .. t tbia .. la? And. we sat there 

8 and we .. id, •well, given the deoiaion facing the 

9 coapany, do I aaka thia .. la and cacure $10 aillion or 

10 do I not .alte the aal e?• It'• a b8tter d.eciaion to 

11 aake the .. 1. anO ••cur• the $10 aillion. 

12 

13 

C'VW'IfTa8IOIID cu•KI Kr. Raail --

wrDUa a&laLa We aaid. thb b a sale that 

14 we knov we ' re qoinq to bava to go gat •pacific 

15 regulatory treataent t or b8cauae it • • d.iffe.rent than 

16 other tbinqa that we•va d.ona. 

17 And our aasuaption in aaking the aale is 

18 that the Coaaiaaion vaa going to qive ua, and. will 

19 qive ua, fair regulatory treataent tor d.oing the right 

20 tbiDq to capture benefita to our ayatea. 

21 We don't a.ntioipate that the co-isaion is 

22 goinq to .. y, •Good job in qattinq that $10 ail lion ot 

23 benetita. Let'• lay another $71 aillion of benefits 

2 4 by extractinq .ora froa your abarebolclar•. • 

25 Q ,.., 11r. IIOftirtar) All right. Are you 
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1 done? 

2 Yea. 

J a. ~~ Did you bave a queation? 

4 cw•nuic:.D m.a•Jra Yea, Kr. Rallil. You 

5 indicated it ia a buain .. a deciaion for you to make. 

6 Unnl •IMTLI Y ... 

7 ('!•¥TUia.D m.aua And I think you would 

8 agree with .. that we have the obliqation to review 

9 your ~in..a deciaiona. 

10 

11 

Unna aaJIXLI Abtlolutely, 

"'r.nulc.D m.a•Jra Ian't there incentive 

12 that it you don 1 t qo out and puraue th- you' 11 be 

13 treated •• aotinq 1apru4•ntly. 

14 

15 

UY~m£1 RIMTLI Abaolutely. 

CXWJITUic:.D m.a•Jra So you have an 

16 ine«ntive in the ..nee of you being obligated to 

17 aanage your coapany prudently and where you can make 

18 aal.. of exoeaa oapaci ty. 

19 U'f'IIUI aalalol Yea. But with the .. rket 

20 vbere it ia, and the pricea for wholeule power being 

21 below our ayatea average eabedded co•t, we have a 

22 dialncentive to sake any aale other than a broker 

23 aala. Beoau.e it v• le•• agqreaaively approach the 

24 aarket and juat allow whatever we can aell to go on 

25 the broker, there'• a 20t incentive below the line to 
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1 labareholdara. 

2 (-QMMI88IOJID cx.;ap1: a Okay. Go ahead. 

3 WX!W31 8 •aMTLI If ve aake this •~le, and as 

4 ve conaider aakin<J the sale, k.novil\9 the co .. iaaion is 

5 goin<J to separate the aale coat at avaraga, if ve know 

6 that for certain, then ve k.nov that that' • going to 

1 coat our shareholders aoney, so there's a 

8 disincentive. Tbere ia a true diaincentive to make 

9 the aale. 

10 If ve can bring in $10 aillion of additional 

11 benefit but incur $50 aillion of coat to our 

12 llhareholdera becauae of the separation, that is a 

13 disincentive. 

14 

15 Q c.,- llr. IIGWillrtar) What thia ca.. ia a 11 

16 about is whether the retail cuatoaera vill benefit 

17 froa that extra aale or not? 

18 a Well, it sounds like it'• about a lot of 

19 thin<J•· 

20 

21 

Q 

a 

Yea. 

But the nnaber one thing that I think has to 

22 be looked at in this case is do the oustoaers benefit 

23 troa the sale? And our proposal a~aurea that benefit. 

24 Nov, can you go and separate coat to extract 

25 aore troa tba abareholdare to benet! t the ratepayers 
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1 .ore? SUre, you can do that. OUr iaaue i• one of 

2 fair treataent given the aarket condition•. 

3 Q Well, let'• ... the laat ti .. you qot a 
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4 certificate of need tor a aajor plant addition to your 

5 ayetea V&8 vben, 1983? 

6 a No, I don't believe that'• correct. 

7 Q Big Bend 4. Save you 90tten a certificate 

8 ot need aince tbllt ti.Jie? 

9 

10 

a 

Q 

Yea. 

What? 

11 a Polk Unit 1. 

12 Q Polk. ~11 right. And when you got the 

13 certificate of need tor Polk Unit 1, did you aay that 

14 that plant won't be needed by your cuato .. r• until 

15 after the yaar 2003? 

16 a No. I think we raceived that r.:ed in 1992. 

17 

18 

19 

20 

21 

22 

Q Right. 

a And it tha evidence in the oa•• would have 

indicated that, the ca.aiaaion would not have approved 

the need for that plant. 

Q It would tho\Vjht have Vbat? 

It would not have approved the need tor that 

a~ plant. 

Q The evidence inc1i~tec1 that it would not 

25 approve the nee4 for that plant? 
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1 No, •ir. What I •aid i• it the evidence in 

2 that ca .. indicated that ve bad no need tor nev 

3 capacity until 2003, then the Ca.ai••ion would not 

4 have approved tbe need tor that plant. 
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5 Q I .. e. So obviou•ly the Ca.ai•aion thought, 

6 baaed on the evidence you praaanted in 1992 a .tter the 

7 Tallaha• .. e .. 1e fall through, that you needed that 

8 plant tor the retail rata baaa? 

9 a. ULL%8 a Bxcu•• .. , Kr. McWhirter, I 

10 object to the fora ot th.• qua•tion. You're beginning 

11 to teatify. You can a•k thi• que•tion -- aak 

12 que•tiona of the vitn••• but not add fact• that 

13 not t-tified to. 

14 ... IIOWMXftDI That'• a vall-taken 

15 objection and I •ubait t o it. I'll reatate the 

16 qu .. tion. 

he'• 

17 Q ca, B. KGW1lirter) BaiMC! on the evidence 

18 you aubaitted in 1992, when did you tell the 

19 co.aia•ion you would need that plant for retail 

20 cuatOII&r•? 

21 

22 

& 

Q 

We need that plant in 1996. 

I .... And today you're telling the 

23 eoaaia•ion that you don't need that plant w•t il 2003? 

24 No. We're telling the eo .. i••ion that 

25 beyond that plant our next need tor capacity ie in the 
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year 2003 . 1 

2 

3 

4 

5 

6 

7 

8 

Q But you're alao .ayinq that 150 aegawatta ot 

the power that you bave today can ~ coJQaitta~ 

otr-ayat .. becauae you don't need that for your retail 

cuatoMra. 

& Whiob enda in Karch of 2001. 

Q I .... 

CC"'"HIOIID rn,apx a Mr. R.allil, it aure 

9 eoun4a like you don't need the capacity to aarve your 

10 retail load if you•ra aallinq it on tha wholeaala 

11 aarkat. 

12 Ut'IIU.I RI•ILa wa•ra trying to optia.ize the 

13 capacity that 90t placed into ••rvic. laat year. And 

14 va•ra cSoillCiJ that with thaaa two aalaa. And the aale 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

to PMPA enda vall betora our atated next na.;:! tor 

capacity ao our ayat .. can tully qrow into the Polk 

unit. It'• not unlike the aituation in 1985 when we 

brought a nav block of generating capacity on and 

filled the atrong raaerva aargin vall above our 

criteria va had at the tiaa with aalaa to Florida 

Power and Light. 

Q And at that tiae the co.aiaaion did not 

r~ire tb• retAil ~atoaor• to pay tor the exceaa 

capacity. In taot, that'• what got you into the 

vb.ol .. ala buain•••l ian•t that correct? 
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1 

2 all of the benefit• fro• wholeaale aalea and treat 

3 ~ above the line to reduce the requireaenta on 

4 retail ouatoaera, and that'• exactly what we're 

5 propoainq to do here. 
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6 Q I've laid before you a little while aqo , and 

7 I thought it aiqht be helpful to you in the queution 

8 that Ka. Clark asked you, a corporate at.;:ucture ot 

9 TBCO Bnerqy, Inc. 

10 

11 you to aark tbat aa PIPOG Exhibit 2. 

12 

13 EXhibit 2. 

14 

15 

16 Q 

mnt,UD• .romraolla It will be aarked aa 

KR. KGWBXR~a For identification. 

(Exhibit 2 aarked for idantitication.) 

(lty k. IIGWblrter) Ia thia an accurate 

17 repraaentation of the corporat.e atructur• ot TECO 

18 Bnerqy, Inc.? 

19 A It appear• to be. 

20 Q And Taapa Electric ia on the tar lett ot 

21 that firat line? 

22 A Yea. 

23 Q Mr. R.allil, in the next two paraqrapha down , 

24 and in your earlier t eati aony today you have referred 

25 to the eoapany•a ahareholdera. Doea T .. pa Electric 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

Coapany have any ahareholc1er other than TECO Energy, 

Inc.? 

& No. 
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Q So vhen you apeak of ahareholdera you're 

talkinq about the people vho own an intaraat in this 

unrequlate4 ca.pany that baa a variety of enterpriaea, 

foraiqn and c1oaeatic; ia that oorrect? 

& Tbat•a oorreot. 

Q And a proper alluaion would ~ Taapa 

Bleotric coapany•a ~•hareholc1er~ rather than the 

plural, wouldn't that be correot? When you're talking 

about benefit. to aharebolc1era, it'a really benefit to 

abareholc1er? 

& You • re aaltiDCJ reference to TECO Energy 

owning all of the aharea of Taapa Blactric. 

Q Yeah. 

& 

Q 

Sura. 

That aay be lawyer nitpiokinq but --

19 Nov, vith raapeot to TBCO Power Service• 

20 Corporation, c1oea it have any buaineaa tranaactiona 

21 vith Taapa Blaotric Coapany? 

22 & Yea. Tbe Bani .. Power Station, vhich 1a 

23 owned and operatac1 by TBCO Power service• i• ahared by 

24 Taapa Blactric; the output ia aharac1 by Taapa Electric 

25 and &eainola Bleatric. 
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1 0 All right. Anc1 - you •va indicated earlier, 

2 'l'EOO Coal Corporation baa dealing'• with Taapa Electric 

3 Cc.pany, an4 TBCO Transport and Tra<1• Corporation have 

4 4eali.ng'a with Taapa Electric COapany. Does TBCO 

5 Propertiaa have any ralatio.nahip vith Taapa Electric 

6 co.pany? 

7 I don't know. 

8 0 Do yo11 know who ovna the building in which 

9 your office ia located? 

10 & I don't Jtnov. 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q OJtay. Anc1 it 1 • your coapany ' a poai t ion, as 

I understand it, that any of the transactions between 

Ta.pa Bleatrio coapany an4 other entities in thi• 

corporate structure are irrelevant to these 

prooeecUJ"9a? 

& The ..rita of an incentive, or as I have 

talked about it, a diaincanti ve with reapect to the 

wbol .. ala ahould be aada upon benefits captured within 

the electric utility, yes. 

0 Would you aay that another way? I'• not 

aura I absorbed it accurately. 

& Tba benefits and the fair traataent within 

the eleotrio ooapany aboulc1 be baaed upon the busin•• • 

of the electric COJIP&IlY• Now, that'• not to say that 

the CO..iasion can't and ahoulc1n't look into the 
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1 activitiea of the related activiti•• with affiliates, 

2 but all of the tact. need to be oonaidered. And to 

3 ulte the aaauaption that T .. pa Blectric company'• 

4 aotive to enter into the•• vboleaale aalea ia to make 

5 aore profita for ita affiliate• ia vronq. And there 
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6 are plenty of pieoea of inforaation which can lead you 

7 to that deciaion that axiata that are known to 

8 everybody. 

9 Beaid .. the thinq I talked about earlier 

10 with reapect to aellinq the coal energy through the 

11 contraota or on the broker aa I aantioned earlier, the 

12 contract with the tranaport.ation ooapany expire• the 

13 end of next year, then it'• open to anyone. We've got 

14 a contract tbrou9b 2001 with PKPA; beyond that for 

15 Lakeland. We haven't aeoured any benefit• tor T ECO 

16 Tranaport and Trade. 

17 The trend, and the continuinq trend, ia to 

18 buy 1 ... and 1 ... coal aa that contract fadea out from 

19 the affiliated coal ~Y· We're on a decline to 

20 buy 1•••. Why would inoreaae in aal .. aake ua buy 

21 aore? That'• not bappeninq. 

22 Q I •••· So when vbat you're aaying then 

23 ia that the coal aupplie4 to Taapa Electric Coapany 

24 that ia uae4 to turn 9eneratora that ••11 electricity 

25 to PloricSa IIU.nicipal Power Corp, the coal co•pany 
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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 

24 

25 

doean•t aake a profit or doea aake a protit on that? 

& Ho. I think you aiaundaratood vhat I aaid. 

Hopefully the coal coapany aak .. a profit on that. 

Mbat I'a aayi nq ia ve•re buying leaa tonnaqe froa the 

coal c:oapa.ny. 
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If you look back froa 1993, ve 're purchaaing 

a level of 2.2 aillion tone -- I'a aorry, 2.1 aillion 

tona froa the coal ooapa.ny. In 1996 ve purchaaed 

1.2 aillion ton. froa the coal ooapany. Thb year I 

believe it vill be leaa than 1 aillion ton• troa the 

coal ooapany. 

So the data doea not aatch ua trying to 

inoreaae aalea to aore purcba... froa the coal 

oa.pany. 

Q All riqbt. But you aay that the coal 

oa.pany doea aake a profit on of the aale ot coal to 

Ta.pa Electric and the tranaportation coapany doea 

.aka a profit on the aal• -- or the aale of it& 

tranaportation aervioea to Taapa Electric; ia that 

correct? 

& That'• correct. 

0 And you don't think that the aharebolder 

vould have any incentive to sake that profit or to 

take that profit into conaideration in deteraining 

wbetber the vholeaale aal .. abould be aade? 
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1 a Wall, the ahareholder doean•t aaka that 

l deoidon. 

3 Q Who .ax.. the daciaion? 

4 a Tba people runninq Taapa Electric aaka that 

5 deoiaion. 

6 Q I .... So TECO Enarqy, Inc. haa no 

7 aana9eaant authority over Taapa Blactric Coapany? 

8 a No. we vent throWJb that report and 

9 ralationabip earlier. 

10 I aa the principle officer at Ta•pa Electric 

11 in cbar9• vith r .. pect to vbola .. le aattan. And in 

1l lookinq at th ... vbole .. la .. lea va look at the coat• 

13 and the benefit• to the electric coapany. 

14 Q Are any of tho.. people froa ~ Enerqy , 

15 Inc. on the Board of Ta.pa Electric Coapany? 

16 

17 

18 

19 

lO 

ll 

ll 

23 

l4 

25 

a The tvo officer• I aantioned, Jerry Andaraon 

and Tia Gu&&le are on the board. 

Q Do you all ever liatan to vbat they aay when 

aanaq ... nt deciaiona are aade? 

a We liaten to vbat they aay; they a lao liaten 

to vbat ve aay. 

0' w•tUlOIID C'~••• 1 Mr. Ra•il, let ae a ale 

you a quaation. To the extant that ratepayer• ot 

TUip& Electric COapany are b.eld banlleaa by any 

additional qaneratinq of electricity, to the extant it 
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1 raaulta in aora profit to the coal coapany becauae 

2 you're purchaainq aora coal, would you diaagr•• that 

3 xr. sur;anor baa the incentive to incraaaa the output 

4 to affect that raault? 

!5 

6 whole. 

1 

WlTWI1 8 aulLI Retail cuato .. ra are he ld 

a MMTUJa.D C!l ••• • Riqht . Thera I a no 

8 illpact to th- to qanerata aora. Aaauaa that. 

9 

10 

UftUa "MTLI Okay, 

CC"¥J88Iomat C!I·'PKI And it by generating 

11 aora he can incr aaaa the profit to the tranaporting 

12 c~y and the coal coapany, doe• he have the 

13 inoantiva to do that? 

n...,... aaMTLa Yeah, I think he vould. I 

15 think he vould. Givan that acanario. 

1 0 7 

16 a••JU!a.D m.IIKI But you're aaying that 

17 aoaan•t a.xiat hare becaua• you'r• purohaaing lea& and 

18 l .. a froa your affiliate. 

19 W1ftU8 P•MTJ.a That' • correct. I think - -

20 vall, ay point ia that if you look at aaaociatad vith 

21 tha .. ul .. , there are no aor• purcbaaaa troa the 

22 affiliate coapaniaa attar the aala veraua about of the 

23 aala. 

24 CKW¥TUia.D m nJ[ 1 And part ot that 

25 rati">nala ia ba•~ on the fact tbatyou think that 
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1 tbe•• .. lea would be aade anyway becauae they would be 

2 aade on the broker ayat-? 

3 Uft"'8 waux.a Moat -- let •• juat clarity. 

4 'l'be anaver to your queation ia yea. Moat ot the 

5 e.nez'9Y -- not all of the enerqy -- aoat of the energy 

6 froa t .baae .. lea ia coainq froa coal. And the only 

7 diatinotion that I aake 1• the enerqy that'• coaing 

8 froa coal, ve would expect to aell that on the broker 

9 anyway at lover aar9ina; the enerCJY at lover aargina, 

10 not tba coal. 

11 cc.•tUIOII'D m,a•~"t But that lover aargin 

ll preauaea it oontinuea to be a buyer'• aarket? 

13 Uftm88 Ulll:LI Yea. 

14 Q ( 87 Ill:. lldh.lrtar) on Pa9e 10 ot your 

15 openiDCJ atat ... nt in tbe Prabaa.r in9 Order, about 

16 aidvay in tbat aentence, about the fourth line down, 

17 very and, it aaya •The eo--taaion baa .. tiafied itself 

18 tbat tbe pricea paid by Taapa Electric to ita 

19 affiliate• tor fuel and tranaportation aarvicea are 

20 jWit and r .. aonable. • I a tbere an order that the 

21 Ca.aiaaion baa entered that aaya that? can you refer 

22 .. to a docket? 

23 I don't know. I don't know the anewer to 

24 tbat. 

25 Q I ••e. Ia thla probably part of lawyer•' 
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1 talk not your•? 

2 ~ It'• not ay t .. ttaony. It'• the prah•aring 

J •tataaant. 

4 0 'l'o your knowledge ia there any vitne•• in 

5 thi• ca .. that will preaent evidenoe that thia 

6 CO..iaaion ha• •atiafied itaelf that the pricea paid 

7 by Ta.pa Electric to ita affiliate• are juat and 

8 reaaonable? 

9 ~ I would hope ao. They look at it avery aix 

10 aontba in the fuel adjuetaent chargee. 

11 0 I .. e. But you have -- i .n fact, in thia 

12 ca.. you have aouqbt to keep that evidence out of this 

13 caae. 

14 ~ The dileaaa we have in thia i• that the 

15 i .. ue with r .. pect to data with the affiliate~ had to 

16 do with their co•t. 

17 

18 

0 

& 

Ye•, •ir. 

Which I think Comaiaaionar Clark haa hit tne 

19 iaaue, that'• not -- their coat ia not relevant. The 

20 queation that naeda to be anavered, if any with 

21 

22 

23 

24 

25 

r .. paat to thia, ia there increaental -- ia there 

additional .. le• an4 benefit• to the affiliate• aa a 

reault of the•e oontraota? 

0 No, I think the iaaue ia --

An4 data -- pleaae let .. finiah. 
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1 And no data baa been aalted with reapect to 

:1 that iaaue. 

3 Q But the iaaue ia, ia there ao .. incentive to 

4 your coapany -- you aay there'• no incentive for theae 

5 .. lea unl ... you get tbia kind of treataent , but, in 

6 faot, I think there'• an incentive to your co•pany 

7 beeauae it'a goinq to aake a profit through the other 

8 affiliate and apparently the Staff thought that but 

9 you don't think that. 

10 a I don't .. an to be rude, but I'• teati fying 

11 and you're not. 

12 

13 

Q 

a 

Yea, air. 

Okay. And •Y teatt.ony ia baaed on the 

14 quaationa and the acenario that Caa.iaaioner Clark put 

15 bator• .. a Ia there an incentive to the TBCO Bnerqy 

16 abareboldara for ita affiliate• to twlke •ore profit? 

17 And the anavar to that ia clearly yea, and I thi nk 

18 everybody would aqree with that. 

19 Now, do the affiliataa atand to profit from 

20 aore aalea aa a raault of Tupa Electric '• new 

21 whol. ... l• qoontraota . The anawer ~o that queation ia 

22 no. 

23 Q I'• qoinq to go on to a new aet of 

24 C!Uaationa. 

:15 The naxt exhibit that I'd like to give you 
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1 ia an excerpt froa your Annual Report. And I 'd 1 ike 

2 to bava thia aarked aa Exhibit 3 for identification . 

3 Actually thia exhibit ia part of the 

4 o~aite qroup ot thing• ot which the co .. i aaion , 

5 without objection froa the Coapany , took official 

6 noti~, and u a oouequen~ I que• • it'• Exhibit 3 

7 not for identification bcoauae it'• already bean 

8 adaittad into evidence. I think it would be eaaier 

9 for record k .. ping, however, i t evan tbouqh i t'• a 

10 part of Exhibit 1 that we independently nuaber it, 

11 that'• aatiaf•otory to you, Mac1aa Chainaan . 

12 (Exhibit 3 aarkad for identification. ) 

13 C!QDQW .JOIDUIOIIa That will be fine . 

14 0 C87 Ill". llGWIUrtar) Nov, I've taken aoae 

it 

15 paq- out of your Annual Report -- and we • "'le a lraady 

16 talltac1 a little bit about the affiliate• and I 
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17 wouldn ' t deal with tboae diveraified buain•••••, but I 

18 would like to tallt about Hardee Povar Station. 

19 Tbia atat ... nt, the Annual R.eport aaya that 

20 in 1996 Saainole Bleot.ric utilised 40' of the enarqy 

21 qenaration and Taapa Bleotric uaad 52 ' of the 

22 qanaration froa Hardee Povar Partnara. Ia tha t an 

23 accurate atataaant? 

24 

25 

.a 

0 

Yea, I believe ao • 

on Paqe 22, wbiah ia the next pa9e i n that 
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1 ~t, you NY that -- an4 I'a lookinq in the 

2 ..aon4 coluan of the laat two paraqrapha 1 and 1 t 

3 appear• that froa 1994 throuqb '96 your wboleaale 
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4 Nl-, nontual revanuu froa Nlu to other utilitiea 1 

5 ranqed froa 33 to 36 aillion. And in the laat 

6 paraqrapb you NY •siqninq additional lonqer tera 

7 Vbol-.le power aqre..anta r ... ina a priority at T .. pa 

8 &laot.ric Vhere in recent year• 11 bulk power aalea 

9 contract• of varying aizea and duration have been 

10 added. c~titive pricinq of coal-fired qeneration 

11 baa allowed Taapa Blactric to aarket available 

12 capacity aucoeaafully.• Ia that a policy atat .. ent ot 

13 your ca.pany? 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

A Yu. When taken in the broad context ot 

vbat the rut of the Annual Report aaya 1 and that' • 

that we ..ak to be profitable. 

Q '!'bat 1 -. correct. But you • re out there 

buatlinq Vhol ... le aalea day an4 niqht and that'• a 

prillary concern of your coapany; ia that correct? 

A Of oour... Tbe 36 aillion, the 34 aillion 1 

the 33 aillion in thoae yeara ~at you .. ntion have 

balpacl to lover price• to retail ew~toaera. And it 

you look at tha.e .... yeara, ainca thia ti .. in 1994 

oar pricea to retail cuato.ara are down n for 

reaidantial, and 1fit for thoae that you repreaent 1 the 
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1 incSuatr ia1 cuatceera. 

l Q And that'• priaarily beoauae the coat ot 

3 tuaJ. baa vone cSovn; 1a that oorrect? 

4 Tbat'a a ooaponent ot it. Securinq other 

5 .ouroea of net revenue for treataent above the line 

6 like thia, like other thinqa tbat we're doinq, have 

1 all contributed to tbat aa well u controllin9 

8 ~· 

9 Q But thoaa thinqa coaa about only when you 

11 3 

10 have a rate ca.aa or your CJUU&nt.acs fuel reoo·v•ry coat 

11 9oea dovnl 1a that correct? 

12 & .. 11, no. Tbay OOIM baolt fra. a lot ot 

13 otbar vaya, 1nGludin; tbe at1pulat1on that ve•r• in . 

14 Q With re.peot to thoaa wboleaale aalaa froa 

15 varioua diaoovery ancS other thine;• that have be•n 

16 filed in thia caaa, I've 9leaned the follovin<J, and 

17 I •ct lilt• lilta you to follow .. throuqb, and it 

11 anythj.n9 I aay ia incorrect, than you can correct it, 

19 or you can correct it later if you need to. 

20 But praaantly on Vboleaala aalea you've 

u oo.aitted five Jaa9avatta of capaoity to Wachula. And 

l2 thoaa ea1u are a priority aele over and above your 

23 retail cnaat~, or your no21fira retail cwato .. ra but 

24 on parity with your other retail ouato.era1 i• that 

l !S oorrect 1 
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1 

l 

3 

• 
5 

6 

7 

8 

9 

10 

11 

u 

A Ara you 9oinq to qo throuqb all of ou.r 

vbol ... l• eal .. , beoauae thia aay t.ke a vhila, 

beoaUM that • • not correct. 

e Okay. What ia Wauchula in I 97? 

A 1facbula ia about 10 or 11 aec;avatta and 

initially they ara aervecS froa reaouroaa at Biq BeneS 

Station. 'l'bat contract b 8hittinq over tiae to an 

all-requireaenta contract, vbiob vill be at full 

avera9a ••bedded coat and aervad at tha .... priority 

aa our retail ouato .. ra. 

Q QoocS. Port Maada? 

... WYLLI8a eo.aiaaionera, axouae ••, I 
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13 object to tba continuinq line of qu .. tiona, qoinq into 

U qreat detail ubout other eal•• and thoae that are at 

15 iaaue before ua today. 

16 wa • ra tryinq tha quution of vbathar they 

17 ara nat banafita of tba Lakeland and PMPA aalaa, and 

18 if ao, Vbat 1• tba appropriate rat ... kinq traataant 

19 for tboae eal .. l not all of the vhola biatory of Taapa 

20 Bleotrio'• vbol•aala ealaa in the paat. 

21 ... lk:AilliftDa Jladaa Cbairaan, I '• not 

22 90inq to 90 tbrouqh a vbola lot of vbolaaale aal••· 

23 I'a only 90inq to qo throuqh a fev of th-. And then 

2.& I vill tia it in later vitb a aariaa of queationa 

25 Vbiob vill 8hov bov r etail ouatoaara ara, in tact, 
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1 cSetri .. ntally ilapacted by the Vboleaale aalea and not 

2 benefitted. I think it'a a leqitiaate line ot 

3 inquiry. And I vould try to expedite it aa auch a• 

4 poeaible because I knov ve' re tryin9 to 9et thia 

5 bearinq done in one day. 

6 a. WILLXaa we a lao object. to Mr. 

7 MdWbirter•a -- tbe fora of bia queation vhere he'• 

8 beqinninq to teatify a9ain; and be'• entitled to aak 

g queationa of tbia vitn .. a, but not to te•tify hiaaelt. 

10 a. ~~~ That vaa an atteapt to 

11 expedite by aakinq tor yea or no anavera. 

12 awann• .JOIIJIIIOIII Hr. McWhirter I I Ill allow 

13 the queation •• retraaed, and uncSeratandinq that the 

14 relevance of the iaaue that you're raiainq vill be 

15 ocmneotec1 up. 

16 

17 Q 

a. ~~ All ri9bt. 

(a, ~. ~irter) I've juat liated a few 

18 of our Vboleaale aalea, and I've liated Wachula, Port 

19 Meade, Reedy Creek Iaprov ... nt Di•triot, Nev Sayrna 

~0 Beach, &eainole Eleotrio Coapany, PMPA and Lake l and 

21 and ay rou;b and dirty calculation, aubjeot to your 

D. WILLJ:8a Exouee .. , Kr. KoWbirter. 

23 You're bec)inninq to teatity. 

24 a. XOWB%&~1 I'a not. I'a aakinq a 
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1 Ka. WXLLI8a You're saying what your 

2 oalculationa are; not aaki.nq this vi tne•• about 

3 aa.ethinq he baa testified to. 

4 

5 verity whether that ia accurate, counacl. 

6 Ka. W%LLI8a None ot this i• J n his 

7 teatilaony. 

8 Q (87 Jlr. IIGftirter) All right. Tell us 
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9 what your total ca..i tted wholesale sales are at this 

10 tiae, Mr. Raail . 

11 We've got •o•ewbere around L~O to 120 

12 aecJ&vatta ot wboleaale aalea that are co-itted and 

13 were treated with respect to bow they are going to 

14 treat it requlatorywi H i n our last rete case. The 

15 Lakeland and PKPA aalea are the new one a on top ot 

16 that. 

17 Q Doea the 120 include the 145 co-itted to 

18 a..inole Electric? 

19 No, I d.on•t believe it c1o.a . The 145 sale 

20 to &«ainole Electric ia li•ited u~e of that piece of 

21 oap.acity fro. Big Bend 4. 

22 Q But you've got 145 out ot Big Bend plus t hi s 

23 120, anc1 plus the sale ranking up to 150 tro• FMPA and 

24 Lakeland that are nov ca..itted tin sales to the 

25 vboleaale aarket? 
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1 Tbat'a about right. I don't have the exact 

2 nn•bera in front of ... 

3 Q Nov, vi th raapect to the fuel coat that ' a 

4 arecUt.cS to your retail cuatoaera vith reapec t to tho 

5 PKPA and Lakeland aal .. , the cuatoaera ar5 going to 

6 gat incr...ntal fuel coat; i• that correct? 

7 & That ia correct. 

8 Q so they would be haleS bar111•••. Do the 

9 cuatoaera gat credited vith incraaental fuel coat• 
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10 vith rupeat to thA other 265 .-gavatta that ara aold 

11 in the vholaaala aarkat by ttr. contract or aoae other 

12 price .. ohani-? 

13 & Tha eo .. iaaion approved the traataant of 

14 tho .. fuel char9•• in different vaya tor diftarant 

15 contracts. 

16 Q Mai ttec:t. But the quaation b do you gat 

17 incraaental coata or aoaathing aora or 1••• than 

18 incr ... ntal coat? 

19 

20 

Por vbat? 

Por that ~65 aeqavatta co .. ittad in the 

21 vholaaala aarkat. 

22 

23 

24 

& 

Q 

My anavar ia it varia• by contract. 

All riqht. 

o•nNIOIID m,awxa Mr. Ra.ail, will you 

25 tall ua what the variation ia? 
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1 WI~I a&KXLc I can't raaeaber each 

2 •pecitic contract but I can kind ot qroup th- tor 

3 you. 
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4 The requir ... nta aarvica that we bava, wbicb 

5 i• froa Florida Power Corporation, and ia wbat Fort 

6 Meade, Wacbula, Reedy Creek are all tranaitioning to. 

7 Tbat paya full average aabedded coat ot tuel and the 

8 wbole ay•tca. That'• juat like a retail cu•to~ar, 

9 lo.nq-tara vboleaale co .. it.aent, they are part ot our 

10 ayatca. 

11 'l'be liaited uae of the piece ot Big Bend 4 

12 that Seainola'a entitled to, they pay the average cost 

13 of Big Bend 4 . And then we have ao .. other aalaa that 

14 the fixed CO-fit of the aalea are aeparated average 

15 coat, but the inor ... ntal coat • of the aala ia wbat is 

16 credited to fuel. And thoaa have all bee.n conaidered 

17 and treated by thia co .. iaaion. 

18 

19 

20 

21 

22 

23 

2 4 

Q 

& 

Do you have any 

wa ' re propoainq beoauae vhen the 

eo..i .. ion baa loolted at thaaa aalaa before there bave 

been ia•u.. to d.o the aal .. coat iapact to retail 

cuatceera and do va need to talte that into account and 

h.ow aucb, and there'• a lot of deliberation ovor that. 

We try to aalte it eaay in our propoaal vith raapect to 

25 thaae two co.ntraota, in that we will look at what the 
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1 inaraaantal coat to the eyet- ia to ••rv• the•• 

2 Nlea, irr-peotive of however the fuel aight be 

3 priood to the ~t~~; we'll look at the increaental 

4 coat to the ayatea and we'll c r edit that to fuel out 

5 of revenue• froa the salle, ao that there ia no impact 

6 to retail cuato..r fuel charq-. 

7 cc••tUIOJID CXIPift Mr . Raail, juat •o I 1 1D 

8 clear, would it be fair to aay that where it ia a 

9 requir..anta contract, whether it ia a l ull or 

10 partial, that the coat tor tuel ia average fuel cost? 

11 WI.,._. a&laLI Yea. 

12 

13 

14 

15 

16 

17 

t8 

19 

20 

('I NMX88IOIIJIIl m,apx I Okay . 

Q (ay Ill'. IIGWJlirter) Requir .. •nt• contract 

..ant~ a contract in vbicb you aupply all of the needs 

of that cuat011er. 

a All or a aigniticant piece over the long 

haul. The ouatoaer baa eaaentially bought in to be 

part of your sya~. Moving forward juat like the 

retail cuato..ra. 

Q It d~n't have anything to do with vhcather 

21 you are r4tqUired to provide the power. It baa to do 

22 with that but it'• not the .... thing aa that. 

23 a Yo~ know, it'e an intereating queation. The 

24 tera probably evolved froa that but again the way the 

25 vhol-.1• aarket ~ evolved, there probably ien't 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

anyaore a requir ... nt to aerve in the vholeaale 

urket. 

Q An4 the PMPA contract ia not a requirements 

oontraot but you are requirac! to deliver the 

electricity? 

a Per the contractual te.raa, yea. 

Q Nov, cto you have 

A I aigbt aay, the cteobion to do the FKPA 

120 

tranaaotion or not cto the PMPA tranaaction waa when 

the opportunity pr .. antact it .. lf, and they were out 

lookinq at propoaala fro• .. varal different euppliera. 

That'• tbe cteoiaion point aa to vbetber the aale ia 

13 ctiaoretionarj' or not. You ltnov, the contract then 

14 ctefiea the teraa and oonctitiona of the aalo aoving 

15 forvarct. I don't know if I aacte that clear earlier or 

16 not. 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q Well, the traataent that you're going to 

qiva to thia .. 1. ia different than the treatment 

you've qivan to otbar aalea becauae eaob aale ia baaed 

upon the urket at that tiae, ian•t that correct? 

A Tbat•a correct. 

Q All right. Nov, with reapect to yoar future 

aalea, ia it the Coapany policy that in each of these 

future aalea the ou.toaera will be oractitect vith 

incr...ntal fuel coat a• oppoaed to aoae other 
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1 .. cbaniaa tor credit? 

2 ~ We have one overridinq applied coapany 

3 policy with reapect to vholeaale aalea , and th.at 's 

4 that the increaental revenuo needa to be qreater than 

5 the inor ... ntal coat of the aale. That aaaurea net 

6 benetita ot ~inq the aale. Now, beyond that, it'• 
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7 dictated by the circua.atanoea of the aarket or how the 

8 Com'iaaion appliea treataent. 

9 It we need to aake aure -- g iven that 

10 .tancSard, okay -- and I'a tryinq to tully anawer your 

11 qu .. tion -- qiven that atan4ard , okay, revenue• --

12 additional revenu .. exceed a.dditional coata. It 

13 you're in buainaaa you want to aaka thoae tran.actiona 

14 I think. Given that, ve know -- we know that there's 

15 aore than enough revenue to cover the incr .. ental 

16 coata to the retail cuatoaera of aaking that aale. It 

17 that'• what ia required tor the co .. iaaion to be 

18 ~orta.ble with the aalea, then that will be our 

19 policy aovinq forward. 

20 Q One ot the probl ... I hav• with your 

21 teatiaony and Dr. Bobi'a ia that he retera to the fir. 

22 and be aaya •aa long •• increaental r•venuea exceed 

23 increaental ooata, then tb• nl• ahould be aade• and 

24 you aqree with that. 

25 Tbe probl .. ve have ia that -- aa I see 
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1 it -- vben those revenues coae in, they aay not flow 

2 to the coat that retail CU8taaera are ourrentll.y 

3 required to fund tor you. 

4 You have cured that in this case, ae I 

5 understand it, by quaranteeinq that your increaental 

6 revenue vill be credited as .uah •• necessary to aeet 

7 the inor ... ntal fual coat; is that correct? 

8 That • • correct. 

9 Q And the question I asked you and ! don't 

10 think you annered vas that tor all prospective 

11 Vbol ... le aal .. , vill it be the COJIPilllY policy to 
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12 follow that aaae directive; that you will aatch the 

13 COIIpany will cover the inCt"..-ntal fuel coat in the 

14 fuel clauee? 

15 D. ULL%8& That qu ... tion has been asked 

16 and anavered, and ve•re startin9 to repeat qu:.stiona 

17 over again. And Kr. JlcWbirter is continuinq to 

18 testify as he aaka his questions. 

19 a. IIGDDl'I'Da I didn't understand the 

20 anaver, Mr. Willis. 

21 Ma. W%LLX8a You asked the quection and h~'s 

22 provi4ed you an answer, and you need to qo on to a 

23 different question. 

24 a. JIGW'KDl'I'Da I would like to have hia --

25 if he anavered before I didn't catch it . If you would 
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1 be kind anouejb to aalt bia to anaver it ona time yaa or 

2 no that vould aatiafy ay naecta. 

3 CIDDD• .101DI80Wa Do you r .. eaber t~e 

4 quaation? 

5 ~ &Uil:L& I think ao. Let aa try 

6 a9ain. 

7 Tbe bueinaaa policy ia aora rava.nuaa than 

a coat.. 

9 Q ,.., llr. lldftirter) y ... 

10 ~ You're not noddinq your head and you have 

11 bean up until than. Okay. 'l'b.at'a our buainaaa 

12 policy. 

13 M long u wa treat tha ravanuaa above the 

14 line wbare the revanuea ara there to defray the cost 

15 of providing retail aervioe , it doaan•t matte r if we 

16 apeoitically di•tinqui•b that okay, thaaa ravanuaa are 

17 90intjJ to aalta tha fuel clauaa whole or not. Okay . 

18 But if that ia a coafort laval that tha co-iaaion 

19 neac1a to -t aa a atandard for thaaa typaa ot aales 

20 aovinq forward, tha fir•t thinq you do ia take the 

21 r evenue and aaka f uel ne utral , th.an that' • a policy 

22 that va'd aay, okay, that•• fine . Wa aqrea with that . 

23 An4 w• 'd do tbat aovinq forward. 

24 Q so your anawar i• you will do it but only if 

25 the eo.aiaaion order• it? Yea or no . 
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1 &. WILL%81 Hi• anawer• what it wa• . He 's 

2 aeked the queation, the witn-• provided an an•wer, 

3 and we're qoinq over and over and over aqain. It was 

4 a•ked and anawered. 

5 rnrannw JOIDlSO.I Kr. McWhirter , I believe 

6 it waa aalted and anawered. Bow auch aore do you have? 

7 a. ~~ I've qot enouqh that it 

8 would interfere with your luncheon hour if that'• our 

9 idea. 

10 ~ JOKa&O.I We ' re qoinq to then -- I 

11 think thi• i• a convenient breakinq point . We're 

12 qoinq to qo ahead and break; 45-•inute lunch . We'll 

13 reconvene at 12s45. 

14 - - - - -

15 (Tranacript continue• in ••quence in 

16 VOlUIM 2. ) 

17 

18 

19 

20 

21 

22 

23 

34 

3!5 
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