
1 BEFORE 'l'HE 
FLORiDA PUBLIC SERVICE COMMISSION 

2 

-------------~---------------
3 

In the Matter ot 
4 

rue1 aJl4 purobaee4 power 
5 ooet reooverr olauee an4 

queratlnq perforaanoe 
6 iDoeDtive faotor. : 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

25 

--------- ----~---------------

PROC!EDINGS: 

BEFORE: 

DATE: 

TIME: 

PLACE: 

REPORTED BY: 

APPEARANCES: 

VOLUJla 2 

Peqee 173 throuqb 291 

CHAIRMAN JULIA L. JOHNSON 
COMMISSIONER SUSAN P. CLARK 
COMMISSIONER JOE GARCIA 

'l'bur84ay, &uquet 14, 1997 

commenced at 9:30 a.m. 

Betty Eaeley Conference center 
Room 148 
4075 Esplanade Way 
Tallahassee, Florida 

JOY KELLY CSR, RPR 
Chief, Bureau ot Reporting 
H. RUTHE POTAMI, CSR, RPR 
Ottioial commission Reporters 

(Aa heretofore noted.) 

FLORIDA PUBLIC 8KRVIC. COXMI88IO• 

173 



1 WIUU8U 

2 --

3 M. W. HOWBLL 
Direct Bxaaination By Mr. stone 

4 Prefiled Direct Testiaony Inserted 
cross Bxaaination By Mr. Burq••• 

5 cross Examination Sy Ka. Kaufaan 
cro•• Bxamination sy Ms. Paugh 

6 Rediraat Examination By Mr. Stone 
GERARD J. KORDBClCI 

7 Direct Examination By Mr. Willis 
Prefiled Direct Testimony Inserted 

8 Prefil~ Rebuttal Testimony Inserted 
Crose Examination By Mr. Childs 

9 cro•e Examination By Mr. Burq••• 
erose Bxaaination By Ms. Kaufman 

10 KAREN BRANICK 
Direct Examination By Mr. Willie 

11 Prefiled Direct Testimony In•ertod 
Pretiled Supplemental Direct Inaerted 

12 Cro•• Examination By Mr. Burgess 
Cro•• Examination By Ma. Pauqh 

13 Redirect Examination By Mr. Willis 

14 aDIBI'I8 

15 JIUJIBD 

16 8 

17 9 

18 10 

19 11 

20 12 

21 13 

22 
3 

23 
14 

24 
15 

25 
16 

MWH-2 

GJI(-1 

Staff Advi•ory Bulletin 20 

J(AB-5 

Economy Sale by TECO 

(Late-Piled) Reviaed Summary 
Propoaed Requlatory 
Treatment of Broker Sales 
Withdrawn 

LS-1 

JS-2 

JS-3 

ID. 

179 

219 

237 

26!5 

280 

288 

291 

291 

291 

176 
180 
202 
208 
211 
215 

218 
220 
22i 
234 
248 
254 

263 
.166-1 
266-20 
276 
280 
284 

ADJI'l'D. 

217 

263 

263 

28!5 

285 

288 

291 

291 

291 

FLORIDA PUBLIC 8 .. VIC. CQM¥18810. 

174 



175 

1 II'OIIBD ID. ADII'l'D. 

2 17 DBZ-1 291 291 

3 18 DBZ-2 291 291 

• 19 RB•1 291 291 

5 lO RS-2 291 291 

6 21 RB-3 291 291 

7 22 KMD-1 291 291 

8 23 KMD-2 291 291 

9 24 GHB-3 291 291 

10 25 KMD-3 291 291 

11 26 KP0-1 291 291 

12 27 Kl'0-2 291 291 

13 28 1001-2 291 291 

14 29 SDC-1 291 291 

15 30 SDC-2 291 291 

16 31 GDF-1 291 291 

17 32 GDI'-2 291 291 

18 33 KAB-1 291 291 

19 34 KAB-2 291 291 

20 35 KAB-3 291 291 

21 36 KAB-4 291 291 

22 37 GAX-1 291 291 

;13 38 GAJC-2 291 291 

2-' 39 GAJC-3 291 291 

25 40 CRB-1 291 291 

rLORIDA PUBLIC IDVXCW COKMI88IO. 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

P a 0 C • • D I • G 8 

(Tranacript follows in sequence trom 

Voluae 1.) 

CDIUNI JOJIII80•1 I think we're to Gulf 

Power'• witneaa. I a it Mr. Howell? ... STOOl That is correct. For the 

record, Mr. Howell waa present earlier when the 

witneaaea were aworn. 

K. w. Bmrm.L 

waa called as a witness on behalf ot Gult Power 

company and, havinq been duly aworn, te$titied as 

tollowa: 

BY IIR. 8'1001 

Q would you please state your name tor the 

17 record? 

18 

19 

a 

Q 

Name i a M. W. Howell. 

And are you the same M. W. Howell who 

20 pretiled direct testimony dated June 23 , 1997? 

21 

22 

a 

Q 

Yea. 

Do you have any chanqea or correction• to 

176 

23 that pretiled direct testimony consistinq ot 17 paqes? 

24 

25 

a 

Q 

No. 

It I were to aak you the questions contained 



1 in that testimony, would your responses be the same? 

2 

3 

4 

5 17 pages? 

6 

Yea. 

&. 8'l'OJIIII Chairman Johnson -­

c:amDD• JODIO.I I '• sorry. You said 

&. ITO .. I I am referring to his ~refiled 

7 direct testimony dated June 23. There \7aa an earlier 

8 set ot testimony, a true-up testimony, that has 

9 previously been stipulated into the record that may 

10 have a different page count. 

11 CB&X..a. J0 .. 80MI You're right. I think 

12 they probably forwarded me the wrong copy. Staff, do 

13 you have a extra copy ot Mr. Howell's? 

14 U. P&UCDII Ot hi• teatimony? 

15 CJDt•n• JOD80111 Yea . 

16 ... P&UCIBI I don't. 

17 CDI1tDJI Joaao•• Go ahead. 1 through 17. 

18 COIOII88IOJID CD.RCIAI That's including the 

19 exhibits, riqht? 

177 

20 &. 8'l'OJIIII I hadn't gotten to the exhibits, 

21 but there are exhibits attached to the back ot 

22 June 23, yea. 

23 WI'l'ID88 BOWBLL 1 We • ve qot, I think, an 

24 extra oopy it all three of the commissioner• do not 

25 have a copy at thie time. 

rLORIDA PUBLIC IDVICB COD%8810. 



1 

2 one. 

3 

4 (Pauae) 

5 

~ Ja..ao•• I'• probably the only 

WI~8 Bow.LLa Hold on tor just a second. 

CB&l:RDJI JOD&o•a tlow, did you aay there 

6 were qoinq to be some corrections? 

7 MR. &~a We aacertained that th~r• were 

8 no correctiona. I believe that'• correct, isn't it, 

9 Mr. Howell? 

10 WI~B BOWBLLa There are no corrections; 

11 that is correct. 

12 CDI•D• JOD&O•a Okay . 

178 

13 xa. 8TO .. a For the sake of clarity, I would 

14 ask that hia entire teatimony be inserted into the 

15 record as thouqh read; but tor purposes of these 

16 issues we're focusing on that portion ot his testimony 

17 that beqina at Paqe 12 at Line 17 and continues 

18 through the end of hia testimony on Paqe 17. 

19 CDIIUIAII JOD&o•a Okay. 

20 0 (By Kr. Stone) Mr. Howell, you alao havG 

21 an exhibit that's referred to in that portion ot your 

22 testimony that waa identified MWH-2; ia that correct? 

23 

24 

Yes. 

a. &TOOt May we have that exhibit 

25 identified for the record? 



1 

2 MWH-2 . 

3 

~ Jaa.so•a I have an MWH-1 and an 

MR. s~a Your preference. MWH-1 refers 

4 to the stipulated issues, and you had not given 

5 nuabera to those yet, so MWB-2 is the part that he'll 

6 be referring to in this --

7 ~ Jo .. so•a Okay. We'll identity 

8 MWH-2 as Exhibit 8. 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

(Exhibit 8 marked tor identification.) 
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GtZLP POWER COMPANY 

Before the Florida Public Oervice Commissicn 
Direct Testimont of 

M. W. Howell 
Docket No. 970001 - EI 

Date of Piling: June 23, 1997 

1 8 0 

6 Q. Pleaae atate your name, business address and occupation. 

7 A. My name is M. W. Howell , and my business address is 500 

8 Bayfront Parkway , Penaacola, Florida 32~20. I am 

9 Tranamiaaion and Syatem Control Manager for Gulf Pow~r 

10 C~any. 

II 

12 Q. Have you previoualy teatified before this Commissio~? 

l3 A. Yea 0 I have testified in VAr l Oil A I nt n l ' tHIU. 

14 ~nu•ne~rat.ion, territorial dispute, planning hearing, 

15 fuel clauae adjuatment, and purchased power capacity 

16 cost recovery dockets. 

17 

18 Please summarize your educational and professional 

19 background. 

20 A. I graduated from the University of Florida in 1966 with 

21 a Bachelor of Science Degree in Electrical Enginoering. 

n I received ~ Masters Degree in Electrical Engineering 

23 from the University of Plorida in 1967, and then joined 

24 Gulf Power Company as a Distribution Engineer. I have 

25 since served as Relay Engineer , Manager of Tranomis8ion, 



1 8 1 

Manager of System Planning, Manager of Fuel and System 

2 Planning~ an4 Tranlmio•ion Utd ly•tem Control Manager. 

3 My eXperience with the Co~any has incluclPrl All At•"'~=~ .. r 

4 diAtt · ltuet lnll " L'•a.•t! uu, m4int.,nanc~. and construction; 

! transmission operation, maintenance, and construction; 

6 relaying and protection of the generation, transmi9sion, 

7 and distribution systems; planning the generation, 

I tranamiaaion, and diatribution ayatem additions; bulk 

9 power interchange administration; overall management of 

10 fuel planning and procurement; and operation of the 

11 system dispatch center. 

12 I am a member of the Engineering Committees and 

13 the Operating Coamittees of the Southeastern Electric 

14 Reliability Council and the Florida Reliability 

IS Coordinating Council, and have served a~ c hairman o f the 

16 Generation Subcommittee of the Edison Electric Institute 

17 System Planning Committee. I have served as chairman or 

II member of many technical committeeo and task torcea 

19 within the Southern electric syetem, the Florida 

20 Electric Power Coordinating Group, and the Nortn 

21 American Electric Reliability Ccuncil. These have dealt 

22 with a variety of technical issues including bulk power 

23 security, ayatem operations, bulk power contracts, 

24 generation ~ion, transmission expansion, 

2S transmission int erconnection requirements, central 

Docket No. 970001-EI 2 Witness : M. W. Howell 



1 8 2 

dispatch, transmission sy~tem operation , transient 

2 stability, underfrequency operation, generator 

3 underfrequency protection, and ayatem production 

4 costing. 

5 

6 Q. What ia the purpose of y our teati.mony in thia 

7 proceeding? 

8 A. The purpose of my testimony is to support Gulf Pow~!r 

9 Company'a projection of purchased power recoverable 

10 costs for energy purchases and sales for the period 

II October, 1997 - March, 1998. I will also support the 

12 Company's projection of purchased power capacity costs 

13 for the October, 1997 - September, 1998 annual recovery 

14 period. Finally, in response to economy energy pricing 

IS and cost recovery issues raised by the Florida Public 

16 Service Commission's Staff, I will discuss the changes 

17 to the Southern electric system's pricing of economy 

18 energy as related to the Federal Energy Regulatory 

19 Commission's (FERC) Orders 888 and 888-A. 

20 

21 Q. Have you prepared an exhibit that contains information 

22 to which you will refer in your testimony? 

23 A . Yes. I have two exhibits to which I will refer. These 

24 exhibits were prepared under my supervision and 

25 direction. 

Docket No. 970001-EI 3 Witness: M. W. Howell 
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Counsel: We ask that Mr. Howell's exhjbits 

2 MWH-1 and MWH-2 be marked for 

3 identification as 

" 
5 

6 

Ex.hibit __ (MWH-1) and 

Exhibit ~ (MWH-2). 

7 Q. What is Gulf's projected purchased power recoverable 

8 cost for energy purchases for the October, 1997 - March, 

9 1998 recovery period? 

10 A. Gulf's projected recoverable cost for energy purchases, 

II shown on line 12 of Schedule E-1 of the fuel filinQ, is 

12 $6,609,297. These purchases result from Gulf's 

13 participation in the coordinated operation of the 

14 Southern electric system power pool. This amount is 

15 used by Gulf 's witness Susan Cranmer as an input in the 

16 calculation of the fuel and purchased power cost 

17 adjustment factor. 

18 

19 Q. What is Gulf's projected purchased power fuel cost for 

20 energy sales for the October, 1997 - March, 1998 

21 recovery period? 

22 A. The projected fuel cost for energy sales, shown on line 

23 18 of Schedule E-1, is $13,588,600. These sales also 

24 result from Gulf's participation in the coordinated 

25 operation of the Southern electric system power pool. 

Docket No. 970001-EI 4 Witness: M. W. Howell 
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This amount is used by Gulf's witness Susan Cranmer as 

2 an input in the calculation of the fuel and purchased 

3 power cost adjustment factor. 

" 
5 Q. Has Southern IMde any changes to the Intercompany 

6 Interchange Contract (IIC) that was used in : he most 

7 recent recovery factor adjustment proceedings? 

S A. Yes . The Southern electric system has filed Amendment 

9 No . 8 and Amendment No. 9 to the IIC. These amendments. 

10 filed with the PERC on March 5, 1997 and June 6, 1997, 

11 respectively, will enhance the system's energy and 

12 capacity pricing and enable the system t o more readily 

13 compete in a market-based environment. 

14 

IS Q. Will these amendments have any effect on Gulf's 

16 customer's rates? 

17 A. Yes . Both amendments will reduce the rates that our 

1~ customers pay. 

19 

W Q. What are the key features of the two new IIC amendments 

21 as related to energy? 

22 A. For a number of years , the Southern electric system has 

23 dispatched its generating units using marginal 

24 replacement tuel costs, but the pricing of energy was 

2S based on blended (long-term contracts plus spot fuel) 

Docket No. 970001-EI 5 Witness: M. W. Howell 
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4 
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6 
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8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

w 

21 

22 

23 

24 

25 

Q. 

A. 

1 8 5 

costs. IIC Amendment No. 8 and Amendment No. 9 will not 

change the way system units are dispatched, but will 

affect how energy from the units is priced. 

Amendment No. 8, accepted by the FERC on May 2, 

1997, has changed the Southern elec tric s y stem's non­

associated pool interchange energy pricing for 

opportunity (economy) sales. Prior to Amen~nt No. 8, 

when Southern made an economy sale to an off-system, 

non-associated company, the system operating company 

that supplied more energy than its load ratio obligation 

in a given hour sold the excess energy to the pool at a 

rate based on blended replacement fuel costs. Amendment 

No. 8 changed this rate to one based on marginal 

replacement fuel costs. However, all other energy 

pricing, including pool interchange and all Unit Power 

transactions, will continue to use blended replacement 

fuel costs. 

Under Amendment No. 9, when each operating company 

supplies pool ener gy for purchase by the other operating 

co~anies to serve their territorial load requirements, 

it will be based upon marginal pricing. 

Will either Amendment affect Gulf's pool c apacity 

transactions? 

Yes. Amen1ment No. 9 will also modify the IIC's 

Docket No. 970001-EI 6 Witness: M. w. Howell 
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capacity pricing of shared reserves by incorporating the 

2 use of monthly capacity worth factors in the monthly 

3 capacity rate calculation. These factors, derived 

4 primarily from system reliability studies, are used to 

$ allocate annual capacity costs over those months when 

6 capacity is most valuable to the customers of the 

7 operating companies. 

8 

9 Q. Has Gulf incorporated these new amendments into its 

10 projections of energy transactions for the October, 

II 1997-March, 1998 recovery period that is bein1 submitted 

12 for approval by the Commission in this proceeding? 

13 A. Yes. Because IIC Amendment No. 8 has been accepted for 

14 filing by the PERC, Gulf has incorporated its pricing 

1$ provision into its energy cost projections. Amendment 

16 No . 9 has been incorporated into ~ulf's energy cost 

17 projections beginning January l, 1998 to coincide with 

18 our requested effective filing date for the amendment . 

19 If final ~ERC acceptance of Amendment No. 9 is delayed, 

20 and the Southern electric system decides to base its 

ll act~al monthly IIC territorial energy bi l ling 

22 transactions upon the current blended replacement fuel 

23 coats, Gulf will reflect the resulting differences in 

24 the true-up filing for the period. 

2$ 

Docket No. 970001-EI 7 Witness: M. W. Howell 
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Q. Has Gulf incorporated Amendment No. 9's capacity related 

2 modification into its projections o f IIC capacity 

3 transactions tor the October, 1997 - September, 1998 

4 recovery period that is being submitted for approval by 

s the Commission in this proceeding? 

6 A. Yes. Beginning January 1, 1998, the amendment's new 

7 capacity pricing has been incorporated into Gulf's 

8 capacity cost projections. If final FERC acceptance of 

9 Amendment No. 9 is delayed and we decide to base monthly 

10 IIC capacity billing transactions upon the current IIC. 

11 Gulf will reflect the resulting differences in the true-

12 up filing for the period. 

13 

14 Q. Which power contracts produce capacity transactions that 

IS are recovered through Gulf's purchased power capacity 

16 cost recovery factors? 

17 A. The two primary power contracts that produce recoverable 

11 capac1ty transactions through Gulf's purc hased power 

19 capacity recovery factors are the Southern electric 

20 system's Intercompany Interchange Contract and Gulf's 

21 cogeneration capacity purchase contract with Monsanto 

22 Company. The Commission has authorized the Company to 

23 include capacity transactions under IIC for recovery 

24 through the purchased power capacity C'on t rocovety 

2~ factor•. Gulf will continue to have IIC capacity 

Docket No. 970001-EI 8 Witnoso : M. W. Howell 
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transactions during the October, 1997 - Septen~r. 1998 

2 recovery period. The energy traniAC.H.: hmt Uttder this 

~ (!Ofttraet for theSe periOdS ar@ hftnrJ) P(l fnt f ' 'IQI I ao ' "VOl Y 

.. purp11~-~ t ht ttlltJh l ha tucsl COOL l.eCovery factors. 

' The Gulf Power/Monsanto cogeneration capacity 

6 contract enables Gulf to purchase 19 megawatts of firm 

1 capacity from June l, 1996 until June 1. 2005. Gulf has 

8 included these costs for recovery during the October, 

9 1997 - September, 1998 recovery period. The energy 

10 transaction. under this contract have also been approved 

11 by the Commission for recovery, and these costs are 

12 handled for coat recovery purposes through the fuel cost 

13 recovery factors. 

14 

1' Q. Are there any other arrangements that produce capacity 

16 transactions that are recovered through Gulf's purchased 

17 power capacity cost recovery factors? 

18 A. Yes. Gulf and other Southern electric system operating 

19 companies have purchased short-term market capacity for 

w the summer of 1998. Gulf also expects to make 

21 additional market purchases of capacity for the summer 

U of 1998, but it is not known at this time what these 

23 might be. Any actual costs incurred but not projected 

~ will be included in a future true-up filing. 

lj 

Docket No. 970001-EI 9 Witness: M. W. Howell 
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Q. Besides Amendment No. 9 which you diacuaao~ oerlior, 

l have there been any other changes to the rrc with tegard 

3 to capacity transactions since the last recovery !actor 

4 a~ju•tment proceedings? 

5 A. Yes. On November 1, 1996, in accordance w1th both th~ 

6 contract an~ the reQ\Jiroment• ot the FERC, the Southern 

7 electric system made its annual IIC informational tiling 

a with the PIRC. The informational filing reflects 

9 updated historical load responsibility ratios, expected 

10 oystem loa~, and the capacity resource amounts for the 

11 1997 budget cycle that are used in the IIC capacity 

12 equalization calculation to determine the capacity 

13 transactions and costs for each operating company. 

14 All of these changes are reflected in the projection of 

15 capacity transactions among the Southern electric 

16 system's operating companies for the October, 1997 

17 -September, 1998 recovery period. 

18 

19 Q. What are Gulf's IIC capacity transactions that are 

W pr ojected for the October, 1997 - September, 1998 

21 recovery period? 

n A. As shown on my exhibit MWH-1, capacity transactions 

23 under the IIC vary during each month of the annual 

24 recovery period. IIC capacity purchases in the amount 

25 of $2,398,766 are projected for the period . IIC 

Docket No. 970001-EI 10 Witness: M. W. Howell 



1 9 0 
l 

capacity sales during the same period are projected to 

2 be $1,591,874. Therefore , the Company ' s net capacity 

3 transactions under the IIC for the period are net 

4 purchases amounting t o $806,892. This is significantly 

s lower than the net purc hases of $10,73 5, 529 which were 

6 projected for the period October , 1996 - S~ptember, 

7 1997. 

8 

9 Q. What is the cost of Gulf's capaci ty purchase from 

10 Monsanto that is projected for the Octcber, 1997 -

11 September, 1998 recovery period? 

12 A. As shown on my exhibit MWH-1, Gulf is projected to pay 

13 $746, 424, or $62,202 per month, to Mo nsanto for fl.rn, 

14 capacity purchases made pursuant to the Commission 

15 approved contract . 

16 

17 Q. What is the cost of Gulf's market capacity purchases 

IS that is projected for the October, 1997 - September. 

19 1998 r ecovery period? 

20 A. As shown on my exhibit MWH-1 , Gulf is projected to pay a 

21 total of $288,353 for the committed market capacity 

n purchases. Capacity in varying amounts will be 

13 purchased during the months of June through September of 

24 1998. The individual suppliers and meg~watt amounts ~r~ 

25 not shewn, since this is highly sonaitive and 

Docket No. 970001-EI 11 Witness: M. W. Howell 



1 9 1 

confidential information. Public availability of this 

2 information would seriously undermine our competitive 

3 position and cause our customers increased cost. 

4 

s Q. What are Gulf's total projected net capacity 

6 transactions for the October, 1997- September, 1998 

7 recovery period? 

8 A. As shown on my exhibit MWH-1, the net purchases under 

9 the IIC, the Monsanto contract, and the committed market 

10 capacity purchases will result in a projected net 

11 capacity cost of $1,841,669. This annual figure is used 

12 by Ms. Cxanmer as an input into the calculation of the 

13 total capacity transactions to be recovered through the 

14 purchased power capacity cost recovery factors for this 

IS twelve month recovery period. 

16 

17 Q. Earlier in your testimony, you indicated that in 

18 response to economy energy pricing and cost recovery 

19 issues raised by the Commission's Staff, you would 

20 discuss the changes to the Southern el~ctric system's 

21 pricing of economy energy as related to PERC Orders 888 

22 and 888-A. 

23 A. Yes, my te8timony will now address these issues. 

24 

25 

Docket No. 970001-EI 12 Witness: M. W. Howell 
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Q. What is Gulf's relationship to the other operating 

2 companies of the Southern electric system as related to 

3 economy energy transactions? 

4 A. Gulf and the other Southern operating companies all 

5 participate in consolidated Southern economy energy 

6 transactions. Gulf does not make economy sales on its 

7 own. When I reference Gulf's transactions jn the 

8 remainder of my testimony, it is our share o f the total 

9 Southern sale to which I am referring. 

10 

11 Q. Prior to PERC Order 888, how did Gulf determine the 

12 price for economy transactions between directly 

13 interconnected utilities ana recover the associated 

14 costs? 

1$ A. Gulf included only its incremental cost of production in 

16 determining the price for economy transactions. Gulf's 

17 economy transaction price was based on the average of 

18 the seller's incremental production cost and the buyer's 

19 decremental production cost. When Gulf sold economy 

W energy to others, it credited the fuel portion of the 

21 production component of the economy price t o its fuel 

22 cost for recovery through the Puel Cost Adjustment 

23 Clause. Gulf's mark-up was split 80/20 between the 

~ retail customer and the shareholders for recovery 

2$ purposes in the Fuel Cost Adjustment Clause. When Gulf 

Docket No. 970001-EI 13 Witness: M. W. Howell 



1 9 3 

purchased economy energy from others, it charged the 

2 full purchase cost to its fuel cost for recovery through 

3 the Fuel Coat Adjustment Clause. 

4 

5 Q. In response to PERC Order 888, how does Gulf now 

6 determine the price for economy transaction prices 

7 between directly interconnected utilities and costs to 

A be recovered? 

9 A. PERC Order 888 required Gulf to include a transmission 

10 cost component in the transaction p rice for economy 

ll sales. Because there was no transmission•cos t component 

12 included in Gulf's ~conomy price before Order 888, Gulf 

13 now adds its transmission cost after first calculating 

14 the average between its incremental production cost and 

15 the buyer's decremental production cost. My exhibit 

16 MWH-2 illustrates Gulf's economy pricing before and 

17 after PERC Order 888. In the exhibit's example, it is 

II assumed that Gulf's incremental production cost is 

19 $20/mwh, the interconnected utility's decremental cost 

w is $30/mwh, the transmission rate Cafter Order 888) is 

21 $3/mwh, and both buyer and seller have comparable 

22 regulat~ry treatment. The fuel clause treatment of 

23 econo~ sales revenues and economy purchase costs before 

~ and after PERC Order 888 are also shown on my exhibit 

15 MWH-~. 

Docket No. 970001-EI 14 Witneso: M. W. Howell 
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Q. Prior to PERC Order 888, how did Gulf determine tho 

2 price for economy tranaactiona between r&on-direct:ly 

3 interconnected utilities and recover the associated 

• coata? 

5 A. Transactions between Gulf and a non-direc tly 

6 interconnected utility only occurred 1n an indirect 

7 manrer. A utility directly interconnected to Gult would 

8 buy the economy energy from Oulf and then resell it to 

9 

10 

11 

12 

13 

14 

IS 

16 

17 

II 

19 

20 

21 

22 

23 

24 

2S 

Q. 

A. 

the utility not directly interconnected to the system. 

Therefore, economy energy pricing and fuel cost recovery 

under this scenario were identical to the economy 

pricing and coat r4covery for two directly 

interconnected utiliti~s . 

In response to PERC Order 888, how does Gulf now 

determine the price f or economy t t nnon,· t iml L)r ic:eo 

between non-directly interconnected utilities and costs 

to be recovered? 

Gulf would add its transmission after first calculatinv 

the production cost component of the economy sale. 

Then, the third party's transmission cost is added. The 

sale occura only if the t otal tranaaction price is helow 

the non-directly interconnt~r.t ca1 1 uti U t y · u '-'uc remrntal 

t'lH. t. , 

However, Gulf expects most future economy 

Docket No. 970001-EI 15 Witness : H. W. Howell 
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transactions will be under the emerging market-based 

l pricing. Under marke t l.Jouecl "'it.: luu. llul r hoa lh• 

l tl•~i~i~ity to price econ~ energy baaed on the 

4 prevailing market price. It the market price covers our 

'I inr•rflmflntal prQ(luC"Iion r-nRt, trAnsmiRninn r-nst. And some 

6 minimum mark-up, we will make the sale. 

1 

R Q. Exhibit MWH-2 shows the transmission component being 

9 treated as a base rate item, not o DOtt ut t ho mArk ·up. 

IQ What il the reaaon for thi•? 

II A. Originally, Gulf determined the economy mark-up before 

12 •ddinu th• t. rnnAmi nAion ' ''llll)Oil"llt . Rl• it w"uld hr 

13 ~roper to include it as part of the mark-up. More 

14 ~rtantly, however, is that accounting for the 

I~ transmission component ao a part of the mnrk-up would 

16 res ult in the entire transmissiun component being 

17 ore4ited 11 an 80/~0 1plit between the customer through 

II the fuel clause and the stockholder. Consequently, none 

IV ot thio revenue wouid UCI ovoiltolJlu l11 ' '" nvvllod t •• 

~ off•et tranamission costs. Yet , the PERC requires that 

21 all transmiaaion revenue be credited in calculating 

l.t reductions to the trouumission LorifL tnlt<tJ. Crediting 

n the transmission component through the 80/20 split, and 

14 also crediting the tariff rate calculation would be, in 

l~ effect, •giving away• the money twice, and would 
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eventually reault in our customers paying more in base 

2 rates. 

3 

4 0. What ehould the commie11io n do, t.hun. rcuat ding lhe 

s accounting for the transmission component revenue? 

6 A. The Commission should direct that all such transmission 

7 revenue be credited to base rates and should not be 

R included as part of the mark-up to be split 80/20. 

9 

10 Q. Does thi s conclude your testimony? 

ll A. Yea . 

12 

13 

14 

15 

16 

11 

18 

19 

20 

21 

22 

23 

24 

2S 
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AFFIDAVIT 

STATE OF FLORIDA Docket No. 970001-El 

COUNTY OF ESCAMBIA 

Before me the undersigned authority, personally appeared M. W. 

Howell, who being first duly ~worn, deposes, dnd says that he 1s 

the Transmission and System Control.Manager of Gulf Power 

Company, a Maine corporation, that the foregoing 1s true and 

co~rect to the best of his knowledge, 1nformat1on, and bel1ef. 

He 1s personally known to me. 

1!J."N' ~ 
M. W. Howell 
Transm1ssion and System Control 

Manager 

Sworn to and subscribed before me Lhis 17 day of 

_ ___;:,o......::....-~v...c:.).J:.__.:.cC __ , 1 9 9 7 . 

,A -

. ~LA If~ ~y Public~ate ol Florida at Large 

Comm1ssion No. 

My Commiss1on Expires 
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1 (By Kr. stone) Mr. Howell, woul~ you 

2 ~lease summarize that portion ot your testimony that 

3 begina on Page 12 at Line 17 and continues --

4 Yes . Well, Commissioners, officially, good 

5 afternoon. 

6 There are a lot of things that I think it's 

7 obvious we disagree on, but I think it should be =lear 

8 that we all agree on one thing; PERC has caused this 

9 trouble in both the economy energy pricing and the 

10 cost recovery issues as a result of those two infamous 

11 orders thet have issued. 

12 I'd like to think of my summary as kind of 

13 addressing t hree issues, and they are separate . one 

14 is pricing economy; one is what do you do when you're 

15 selling with this revenue; one is what do you do with 

16 these costs when you're purchasing . So I'll address 

17 price first. 

18 The FERC orders have required utilities to 

19 include a distinct transmission cost component in the 

20 pricing. We have filed compliance tariffs that 

21 reflect the inclusion of the transmission service 

22 costs as a charge added to the traditional 

23 split-the-savings method. Whether or not this will be 

24 proper will be ruled on, hopefully some day, by the 

25 FERC. 
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1 We do not have approval of these yet as most 

2 utilities have theirs languishing in Washington, but 

3 we do have a FERC approval for market based tariffs. 

4 They specify we can charge a market rate for the 

5 energy, and we must add a specified transmission 

6 service component. 

7 We expect ver y soon to do essentially all of 

8 our economy business this way. It is our view tha t 

9 the industry is rapidly moving away from cost based 

10 type pricing and tow6rds market based pricing on 

11 economy energy. In any e vent, FERC will some day 

12 hopefully decide how transactions are to be priced. 

13 The real issue before you today is, if we 

14 are selling, how do we treat the revenue. And I 

15 maintain that that is the issue. And you have two 

16 decisions basically: Should you credit tha t to base 

17 rates, or should you credit it to the fuel clause. 

18 FERC has required that nonfirm transmission service 

19 revenues be credited to the transmission service user 

20 when determining transmission service firm tariff 

21 prices. 

22 If you direc t utilities to credit 

23 transmission serv ice revenues from economy Lo the fuel 

24 clause, that will create a double-dipping against the 

25 utility, because we then have to credit the revenues 
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1 to the customer through the f uel clause . We have to 

2 credit those revenues to the transmission service 

3 customer. And we're not allowed yet to print money , 

4 so we wound up short. 

5 Also, you, as the PSC, have made it clear 

200 

6 that we should not pollute the fuel clause with 

7 variable O&M expenses, in-plant f uel handling 

8 expenses, and a lot of other things that might be 

9 associated with fuel that are not fuel items. We 

10 surely don't think any of us want to put transmission 

11 revenues in there at this point. 

12 As far as when we purchase, I think it's a 

13 slam dunk. All the utilities agree, in addition to 

14 PERC causing these problems, that when we buy economy 

15 it doesn't matter how they determined the price . We 

16 have a choice of either generating with our own 

17 facilities or buying at some price that has bee n set 

18 by maybe a PERC approved tariff. 

19 And if we c a n buy e conomy energy, no matter 

20 what the components are, i f we can buy that cheaper 

21 than we can generate ourselves, that's good for our 

22 customers. Everybody wins. If we can't do it, then 

23 we go ahead and generate. 

24 Gulf and Southern are very different from 

25 the peninsula utilities. We're not a party to the 
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1 Florida broker. We do engage in economy transactions. 

2 We're moving very strongly towards market based rates. 

3 But when we do purchase economy, we think that unless 

4 the tuel it the entire component, the entire price 

5 ot the economy is allowed to be recovered, we won't 

6 make the transaction. 

7 Just because we have now introduced a 

8 transmission cooponent into the price shouldn't change 

9 the way we've been doing business all along, and that 

10 is whatever the economy costs, you ought to be able to 

11 recover that; or like any other business, it you 

12 cannot : ecover your c o sts, you're not going to 

13 purchase. 

14 So I would say we're asking you to do two 

15 things: One is, go ahead and allow recovery of the 

16 transmission component when we're purchasing, 

17 otherwise you're going to shut down the economy 

18 market. The other is asking you to credit 

19 transmission service revenues to base rates to avoid 

20 an unfair double hit against the utility. 

21 That concludes my summary on theoe issues. 

KR. STORBz We tender Mr. Howell for 

23 cross-examination . 

24 

25 

CBAIRXAK JOBKSO•z TECO . 

KR. Lo•az Madam Chairman, I have no 
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1 questions. 

2 

3 

KR. KoOBB• No questions. 

CBAiaxa. JOHWSOX1 Public counsel? 

4 CROSS BXAMI~TIO. 

5 BY KR. BORQBSSz 
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6 Q Mr. Howell, characterize tor me please, what 

7 kind of sales you're referring to when, as I 

8 understand it, you're talking about that which is 

9 relevant to Gulf is nonbroker economy sales. 

10 Okay. We're not a member ot the Florida 

11 broker, okay. In the past, the economy energy 

12 transactions that we have made have been pursuant to 

13 FERC approved tariffs, amendments, whatever we want to 

14 call them here in legalese, with interconnected and 

15 noninterconnected utilities; and they have been cost 

16 based type economy transactions. 

17 The new transactions that we ~ill expect to 

18 make basically all of our exchanges on the future are 

19 what we call market based . A coat based 

20 transaction -- now split-tho-savings is one form or 

21 cost based. You look at your cost, you look at his 

22 cost, you look at what othor coats there are, and you 

2J come up with a price. That's a cost based 

24 transaction. 

25 A market baaed transaction says, what is the 
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1 market price for this, and as long as we can sell 

2 somebody something at a market price they're willing 

3 to pay that has all the components in it that FERC 

4 requires, then the transaction would take place . 

5 Q With regard to the revenue that's credited 

20 3 

6 for these sales, do I understand your testimony to be 

7 that in historica l Gulf Power rate cases that those 

8 have been credited in the establishment of the base 

9 rates? 

10 

11 

12 year? 

13 

A 

Q 

They --

An estimate d portion !or projected test 

Yes. They have always been included in the 

14 calculation for determining base rates is my 

15 understanding. 

16 Q And so by virtue of the fact that those 

17 have, in the establishment of existing base rates, 

18 factored in a reduction of what would otherwise be 

19 paid by retail ratepayers, what you ' re saying is to 

20 then credit them through the fuel adjustment clause 

21 wou l d be twice crediting that revenue. Is that the 

22 point that you were making? 

23 No, not really the point. Let's take the 

24 case of we've got rates set up for everything, okay. 

25 We're in motion, and now FERC comes along and says, 
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1 okay, you have to charge a transmisoion component now 

2 of this sale. And, by the way, whatever transmission 

3 component you charge on a nontirm sale, you have to 

4 credit the calculation of your firm transmission 

5 rates. 

6 You have to next year when you reset your 

7 firm transmission rate, you have to give them credit 

a for the fact that you have made money off nonfirm 

9 transmission revenue. That nonfirm transmission 
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10 revenue will decrease from what you ' re able to charge 

11 then the next year, and eventually the customer has 

12 got to make that up, because it's - - you know, it'F 

13 dollars flowing out . 

14 Q When you say decrease, you're talking about 

15 decrease in the establishment of your wholesale rates 

16 the following year? 

17 No, we're not talking about wholesale; we're 

18 talking about transmission service. 

19 

20 

Q 

A 

on f uture year economy sales? 

Firm transmission. People use your system 

21 to wheel power across, you charge them a FERC approved 

22 rate. 

2J That tnen FERC will approve for the 

24 following year -- you're saying then the following 

25 year FERC will take that revenue from this year and 
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1 credit the revenue credit in calculating the rate tor 

2 the following year's transmission? 

Well, before I say yes or no, let me 

4 clarity . The answer is yes, if what you meant when 

5 you said that revenue -- the nonfirm revenue that 

6 applies to the firm rate, because that's what ~hey 

7 dictated in the order to do. 

8 I'm sorry. Repeat that last part. 

9 If what you meant was do we take the 

10 nonfirm 

11 Q Okay 

12 -- do we take the nontirm transmission 

205 

13 revenue and decrease the firm rate the following year , 

14 the answer is yes . 

15 See, we've had firm rates a nd that they ' re 

16 at some level. Now PERC says, okay, we're now going 

17 to require you to take your economy transactions and 

18 assign or include a transmiss ion component, and 

19 whatever that amount is, you've got to reduce the firm 

20 rate that you charge them next year. So you have : ess 

21 money. 

22 So we give that money to them, and if the 

23 Commission decide&, well, it's appropriate to take 

24 transmission revenues from economy transactions and 

25 give them to the customer through the fuel c lause, the 
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1 utility is giving twice. And we can't print the 

2 money, so we wound up short, and we're short on our 

3 base rates. 

4 Then I'm missing the point of why you would 

5 then credit it through base rates for the surveillance 

6 reports as indicated on your Page 2 of your exhibit. 

7 A Well, there are two ways that we can show 

8 this. We can show it being credited through the fuel 

9 adjustment clause as some are proposing, or we can 

10 show this being credited as operating revenue as some 

11 of the other utilities have suggested . 

12 If you treat it as operating revenue that 

13 doesn't go through the fuel adjustment clause, it goes 

14 to base rates, and that shows up in this surveillance 

15 report. 

16 When you are -- in the amount that you're 

17 calculating here or that you -- and I r~al1ze these 

18 are numbers that are simply used as examples -- but do 

19 I understand correctly that the $3 is not an 

20 incremental operating maintenance, but rather is an 

21 allocation of a portion of capital costs of the 

22 existing transmission facilities? 

23 A Well, that's not a yes or no answer. The 

24 way the nonfirm rate is calculated is based on a 

25 combination of capital costa and O&M coats and all the 
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1 other things that go into the calculation. 

2 Q Then my question is, is this then an 

3 incremental coat that's being reflected here? Does it 

4 include a portion that's incremental, or is it 

5 rather 

6 

7 

Well, it may or may not. 

WY~SS BOWBLLs Can I give an example, 

8 Commissioners, that will maybe clarify his question? 

9 Let's take the example of the southern Florida 

10 interface, which we know is somewhat fully subscribed 

11 in peak periods; and let's take the example that a 

12 power marketer -- Enron, LG&E, one of the many hordes 

13 that have come out recently -- are selling power to 

14 Florida, we then, if they use our transmission system 

15 to transmit that power down, we can charge them a 

16 third-party transmission component tor the use of our 

17 system. And everybody agrees -- I think I've heard 

18 today -- that that third-party transmission would go 

19 into operating revenue . It's not a question of 

20 whether it s hould go into base rates -- I'm sorry 

21 whether it should go into tuol clause or not. 

22 It we then say, well 

23 Q It's a question with us. 

24 A I'm sorry? 

25 Q It's a question with us. 
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1 A Okay. All right. Okay. Then there ie a 

2 question. I stand corrected . 

3 Rather than an LG&E using our s ystem to sell 

4 power to Florida, if we then say okay, we're going to 

5 sell power to Florida ~ecause we can beat the rate or 

6 whatever, we have to take that same transmission --

7 exact same transmission component, and we then have to 

8 put that as a credit to the customer in the fuel 

9 clause, we're going to lose money, right? Do you 

10 follow my logic? 

11 

12 

Q 

A 

I understand what you're saying . 

And all I'm saying is, sometimes it could be 

13 an incremental cost, if you think of it, but look at 

14 it more as maybe it's an incremental loss if you don't 

15 treat it in base rates as opposed to trying to give it 

16 back through the fuel adjustment clause. 

17 

1 8 

19 

Thank you, Mr . Howell. 

KR. STONEs That's all I have. 

CBAIRXAR JOHNSON: Ms. Kaufman? 

2 0 CROSS BXAKIDTIOJI 

2 1 BY 118. DUFXAJII 

22 Mr. Howell, I want to look also at your 

23 MWH-2, Page 2 of two, that Mr. Burgess was talking to 

24 you about. Do you want to turn to that? 

2 5 A Yes, I have it. 
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1 Q And I want to talk about the bottom half 

2 that the bold heading says "Regulatory Treatment," and 

3 you've got tour columna. 

4 

5 

A 

0 

Yes, ma'am. 

The aecond column from the lett ia the 

6 "After" column; after 888, correct? 

7 

8 

A 

0 

Yes, ma'am. 

And the very bottom line of thn t column 

9 using the hypothetical numbers that we've discussed 

10 all day shows $7 to the customer; is that correct? 

Yes, ma ' am. 11 

12 

A 

0 But it's true, isn't it, Mr. Howell, that of 

13 the $7, that $J of transmission is being retained by 

14 the company in operating revenue? 

15 A Well, it goes into operating revenue, and 

16 the customer pays all ot our costs . So if the money 

17 didn't go there, he would have to make it up. So I 

18 see it going to the customer. 

19 0 Well, ~y point is that $4 is going to the 

20 customer through the fuel clause, but the $3 is not; 

21 isn't that right? 

22 A That's correct. It is not going to the 

23 customer through the fuel c o st, it ito goi:1g to the 

24 customer through a reduc tion in base rates. 

25 Q Well, there's no reduction in base rates, is 
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1 there, until the next time you have a rate case? 

2 A There may be, if you overearn or the 

3 commission calls you in . 

4 Q You're correct . 

5 A Yeah. I mean, I don't think we should fall 

6 into the trap of saying, well, as long as they don ' t 

7 have a rate case, there's no effect . There is an 

8 effect. One of the things that happens is \!e 're 

9 growing all the time. As we grow, we get additional 

10 revenue trom our customers, new sales . We get 

11 additional revenue for transmission that we sell. We 

12 havo additional costs for expansion of our 

13 i nfrastructure that we have. And if the rates that 

14 are set by the Commission are adequate to maintain 

15 that balance, then there's no increase in rate. But 

16 all of this, in my view , the customer is benefiting 

17 from . 

18 Q Well, just to be clear, Mr. Howell, I agree 

19 with you that unless the Commission brings you in and 

20 you're overearning, or unless you have a rate case, 

21 absent those two situations, that $3 is being reta\ned 

22 by the company and there's no reduction for the 

23 customers. 

24 In your example, that's correct. It it's 

25 just $3, then certainly that's not going to s~ing a 
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1 rate case or a call-in. 

2 CHAIRXAR JOHHSOHI Staff? 

3 CROSS BXAKIHATIOH 

4 BY liB. PAUGBI 

5 Q Mr. Howel l, I believe you stated earlier 

6 that nonfirm trans mission revenue would go to reduce 

7 firm transmission rates the following year; is that 

8 correct? 

9 Yes. No, I'm sorry. Would you repeat the 

10 question, please? 

11 Nonfirm transmission revenue would go to 

12 reduce firm transmission rates? 

13 The following year; yes, ma ' am, that's 

14 correct . 

15 Q How does this reduction flow to the 

16 residential ratepayers specifically? 

17 A Okay . Let•s say we cha rge somebod y -- in 

18 prior example, we•re going to charge -- let •s say 
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my 

19 we ' re in balance, okay; whatever in balance means, as 

20 far as rates and revenue and profit and all that, 

21 okay. And we then make a sale, either from our 

22 resource s off our syst em that results in $3 of 

23 revenue, or we let somebody else make a sale through 

24 our system and they pay us that results in $3 of 

25 revenue . 
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1 We then tako that $3, and now we've got $3 

2 more than what we need, and we're out of balance by 

3 $3. The next year we decrease the revenue that we get 

4 in firm transactions by an equal amount, and we're 

5 back in balance. So t '.at flows directly to the 

6 customer and that the customer didn't have to make 

7 that up . 

8 0 Okay. As part of the Southern Company, is 

9 Gulf a net purchaser or a net seller on the broker 

10 system? 

11 A Okay . We don't participate in the Florida 

12 broker system . We do make economy transactions with 

13 Floriacs utilities, but not as a member of the broker 

14 system. Our transactions are through b1latcral 

15 amendments to our interconnection agreements or 

16 through agreements with noninterconnected utilities or 

17 power marketers who want to buy or sell the power or 

18 use our system. 

19 Q Within your agree~ents and amendments, are 

20 you a net purchaser or n net seller? 

21 

22 

A 

Q 

We're generally a net seller . 

What types of costs were included in Gulf's 

23 broker quotes prior to FERC Order 888? 

2(; 

25 

A 

Q 

Broker quotes? You mean incremental costs? 

Yes. 
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1 It would be whatever the incremental cost of 

2 production is, which would include fuel, i n-plant 

3 incremental in-plant fuel handling, incremental 

4 variable O&M, and we're going to ignore for a moment 

5 emission allowances, okaJ, since that's handled in the 

6 environmental cost recovery clause. 

7 I think that's all -- don't hold me to it 

8 it's what I remember is included as far as what our 

9 incremental production cost is. 

10 Q Okay. Thank you. Please refer to your 

11 Exhibit MWH-2. It's Page 2 of two of your exhibits . 

12 In that exhibit will you please explain Gulf's 

13 proposed methodology? Would ratepayers see an 

14 immediate impact of a $4 credit to the fuel clause 

15 just as before FERC Order 888? 

16 I'm sorry. Would you repeat that, please? 

17 Q Based on that exhibit, would ratepayers see 

18 an immediate impact of a $4 credit to the fuel clause 

19 just like before FERC Order 888 was issued; is that 

20 correct? 

2 1 Yes, ma'am, that is correct . 

22 Q Does this take into account any kind of 

23 jurisdictional separation? 

24 No, ma 'am. One of the things that we did 

25 and I may remember it wrong -- but in the workshop 
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1 t hat t he Statt held with all the utilities, we tried 

2 to agree on numbers that everybody would use to where 

J it would be easier to compare what the utilities are 

4 doing. So we came up with $20 as an incremental cost, 

5 $30 as a decremental cost, $3 as a transmission rate, 

6 and tor simplicity, ignored things such as 

7 jurisdictional separation factors and the effect of 

8 in-plant fuel handling and all that. That was ~y 

9 understanding, and we filed it that way, and everybody 

10 but Power Corp filed it that way . 

11 They also -- Power & Light and TECO also 

12 ignored this issue, and I think it'a a relatively 

13 minor change as far as the jurisdictional separation . 

14 But, yes, we did; for purposes of simplicit.y here in 

15 trying to understand the differ ences, we did ignore 

16 that . 

17 Q That's fine . When you make actual 

18 transactions, do you apply a separations factor? 

19 A Well, when it comes time to assign the 

20 you know , if we ' re buying or selling, the answer is 

21 yes, we do take into account the jurisdictional 

22 separation factors; and all of the utilities, if 

23 they ' re doing it correctly, should do the same thing, 

24 and I believe they do. 

25 Q Do you know what those percentages are, 
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1 roughly? 

2 A Roughly, it's about 96' retail. 

3 Q Thank you . 

4 A That ' s rough . 

5 Q That's fine. Is it your testimony that 

6 under your methodology vhich is reflected in your 

7 exhibit the buyer flows the transmission costs 

8 directly to the ratepayer through the fuel clause, and 

9 the seller credits the transmission revenues to 

10 operating revenue? 

11 

12 

13 

14 

A 

Q 

15 redirect? 

16 

Ye s. 

Thank you . 

KS. PAUGBs We have no further questions. 

CBAIRMAB JOKHSOHs Commissioners? .Any 

KR. STO&Bs Briefly . 

17 RBDIRBCT BXAXI~TIOK 

18 BY IIR . STODs 

19 Q Mr . Howell, just for the record, when you 

20 were referring to power marketers, you used a term. 

21 Would you mind spelling that term for the benefit of 

22 the court reporter? 

23 

24 

A 

Q 

Power marketers? 

No, no; the term you used to describe the 

25 power marketers. Would you please spell that for the 
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1 record. 

2 Could you re-read that section there? What 

3 was the phonetic result of that? 

4 KR. STOBBt May I help the witness? 

5 CHAI~ JOBHSOW: Yes. 

6 Q (By Kr. Stone) Was the word you used 

7 "hordes"? 

8 A H-0-R-D- E-S, hordes . (Laughter) Hordes. 

9 I ' m sorry . As in --

10 COKKISSIOWBR CLARKI You know, that's 

11 interesting . That's exactly the way I heard it , but 

12 he heard it differently. 

13 WITNB88 BOWBLLI I refrain from any further 

14 comment , other than in my mind I was thinking of 

15 Hannibal crossing the Alps and the term paper I did in 

16 high school. 

17 CODI88IOWD GARCIA& One of the definitions 

18 was pretty close to the truth. (Laughter) 

19 WITXB88 BOWBLLz Well, he came with hordes 

20 of aoldiera, and I picture you know, the powor 

21 marketers have just become they have increased in 

22 number so exponentially that that's the word that came 

23 to mind; and I apologize for not seeing the potential 

24 tie between that and another -- whatever. 

25 CBAIRMAU JOKMSOWI Okay. Any othe r 
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1 questions? 

2 

3 

4 

5 Exhibit 8. 

6 

KR. STOBBs I did. But I won't . 

~RKAB JOHBSO•s Exhibits? 

xa. STO.Ws I would ask that we admit 

CBAI~ Joa.so•r Show it admitted without 

7 objections. 

8 (Exhibit 8 received in evidence . ) 

9 CO~SSIOHBR GARCIA& I'll just have you 
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10 know, though, that Hannibal's soldiers weren ' t hordes, 

11 they were very well organized and disciplined. 

12 WI~SS HOWBLLI Yes, sir. And I didn't 

13 say -- the hordes only raters to the numbers ot ~hem. 

14 As a matter ot tact, you're correct . The discipline 

15 ot these men to cross the Alps in the winter was, I 

16 thought, incredible. No wonder they could defeat 

17 t hese people living a lite ot ease. 

18 

19 

20 

21 

2 2 

23 

2 4 

2 5 

CBAIRXAR JOKHSOHs Thank you, sir. 

(Witness Howell excused . ) 

FLORIDA PUBLIC SBRVIC• COXKI88IO• 



, 
1 OBRARD J. KORDBCKI 

2 was called as a witness on behalf of Tampa Electric 

3 company and, having been duly sworn, testified as 

4 follows : 

5 DIRBCT BXAMIHATIO• 

6 BY KR. WILLIS& 

7 Q Would you please state your namo, address, 

8 occupation and employer? 

9 A Gerard J. Kordecki, 702 North Franklin, 

10 Tampa, Florida 33602, and I'm employed by Tampa 

11 Electric Company. 

218 

12 KR. WILLIS& Commissioners, we would propose 

13 to insert bot~ Mr . Kordecki's prepared direct 

14 testimony and his robuttal testimony in at this 

15 juncture and have him testify one time with respect to 

16 both of those. 

17 

113 Q 

CHAIRXA& JOHHSONZ That will be fir.=. 

(By Mr. Willia) Mr . Kordecki, did you 

19 prepare and cause to be prefiled "Prepared Direct 

20 Testimony of Gerard J. Kordecki"? 

21 A Yes, I did. 

22 Q If I were to ask you the questions contained 

23 in that testimony, would your answers be the same 

24 today? 

25 A They would. 
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1 Q 

2 testimony? 

3 

4 

Did you have a exhibit attached to your 

Yes, I did. 

KR. WILLISa We would request that 

5 Mr. Kordecki's Exhibi t GJK-1 be marked for 

6 identification. 

7 ~RMAH JOBHSONs It will be marked as 9, 

8 identified GJK-1. 

9 (Exhibit 9 marked for identification.) 
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10 Q (By Kr. Willis) Mr. Kordecki, did you al~o 

11 prepare and cause to be prefiled "Prepared Rebuttal 

12 Testimony of Gerard J. Kordecki"? 

13 

14 

A 

Q 

Yes, I did. 

If I were to ask you the questions contained 

15 in that document, would your answers be the same 

16 today? 

17 A Yes, they would. 

18 KR. WILLIS: We request that both 

19 Mr. Kordecki's direct and his rebuttal testimony be 

20 inserted in the record as though read. 

21 CBAIRKAH JOBNSONs They will be inserted as 

22 though read. 

23 

24 

25 

~LORIDA PUBLIC SBRVICB COKKISSIO. 
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BEFORE THE PUBLIC SERVICE COMMISSION 

PREPARED DIRECT TESTIMONY 

OP 

GERARD J . KORDECKI 

Please state your name, address, occupotlon and employer. 

My name is Gerard J. KordPcki My business add~ess is 702 

North Franklin Street, TampJ, Flor1da 33602. am employed 

by Tan.pa Electric Company in the position of Senior 

Regulatory Consultant. 

Ha ve you testif1ed previously before the Flor1da Public 

Service Commission ( "FPSC" or "the Comm1ssion")? 

Yes. I have testified on behalf of Tampa Electric 1n , 

number of proceedings before this Commission. I have 

testified on conservation goals and program cost recovery 

issues, load research, cosc allocation, rates and plann1ng 

issues. A list of the dockets and tee~imony subJects 1s 

attached to my testimony as l::xhib1t __j (G,lK-1). 

What is the purpose of your testimony? 

My testimony is intended to ident1fy tlw rd fects of tht; 



2 2 1 

1 Federal Energy Regul atory Commission's (FERCl CtJer No's. 

2 888 Final rule ("Open Access") and 888A (Order on 

3 Rehearing) on ("vpen Access") on the t·.:!rms, cond1t1ons and 

4 rates for transactions under the Florida Broker. 

5 

6 o. Briefly describe how the recent "Open Access" rules require 

7 changes in the treatment of economy intcrchdnge? 

8 

9 A. The "Open Acces~:;" rule r·equires that each Public Ut1Lty 

10 unbundle the transmiss1on and ancillary chargPs from its 

11 economy sales to all new customers effective July 9, 1996 

12 and to all prior exi rting interchange contracts on January 

13 1, 1997. A Public Ut1lity must take service under 1ts own 

14 unbundled transmission tariff tor the purpose of 

15 transmitting power from its production capacity to the edge 

16 of its system for delivery to the buyer in the broker 

:7 transaction. The revenues from these charges are to be 

18 recorded i n separate revenue account s. A utility must 

19 sign a tran s mission service agreement with itself which 

20 normally would be done between the company' s bul k power 

21 sales function .tnd 1 ts :.. ranum.i on t on depc.~tLmcnt. This 

22 agreement covers all non-firm transactions of les! than one 

23 year. 

24 

25 o. Why has FERC requirf'rl Public lJt i l1t l~"S t c') t .1k •• t 1 .mmn1~;~n0n 

., .. 
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Q. 

A. 

Q. 
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servi=e under tne1r o wn tariff? 

In order t o facilHate Lhe developmPnl of a compet1t1ve 

wholesale market. t he FERC is requ111ng l ransm1ssion owners 

to open up their uansm1ssion nyntems to pot cnt1a l u sers o n 

a non - discrimi natory . compa rable bas1s wl11 ch requires the 

owner to treat the use of i La o wn t r aJHJml as 1.on system for 

sales transactions as if the ut1lity were pJrchasi ng 

transmission from a third party. The concept is to pro vide 

a level playing field so that generat1on competes direct ly 

against generatio n. thereby, deny1ng a transmission owner 

the ability to discr1m1nate i n favo r of 1ts o wn power 

sales. 

Mr. Kordecki, has FERC s peci f1ed ho w transm1ssion revenue 

from broker transactions must be treated for whc lesale 

transmission ratemaking purposPs? 

Yes. FERC requires that transmission revenues derived from 

all short-term transacllono o t lt•ou than one year be 

treated as a r e ve nue cred1 • . . 

What d oes revenue c r editing mean? 

The revenues collectPd !tum BII O Jl t••tm lr.UlLiml:JHlOn 

) 
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services are subu·acted from tlw overall tr,:111srr.!ssion 

revenue rcquirementJ for purpo!H'!l o f deterrn1n1nq FEI<r 

juriadicL 1on.ll l orCJ · u•t m t rarwm1 !HoJ on r-.t~es. 

What is the effect o1 revemlt! ctediting on l onq ltc'lM 

transmiasion tateH ? 

FERC revenue creditlng effect1vely reduces the rate tor all 

long-term transmission users by subtracting the 

transmission revenues rer.eived fro m s hort -term transmission 

sales. 

Can you give an example o f how t: he required revenue 

crediting is accomplished? 

Utility A has a transmission revenue requ1rement o f $1 000 

with an annual transmission peak demand of 100kW or $10 a 

KW/yeal or $0. 83/KW/ MO f o r firm long- term t ransmi ssj o n 

users. Let's say uti 1 it y A makes "Broker" sales whi c h have 

a total transmission cost of $10 At the next t rans1.1i ssion 

rate change the $ 30 o [ Broker r~venue would be subtracted 

from $1,000 which in turn would reduce the transm1ssion 

rate t o $0.81/KW/MO ($1000.00 $ J 0 . 0 0 d 1 VI de•d 1 2 IIIQrll hD) . 

Mr. Kordecki does FERC permit the add1t1orl of 1 ransmisn1nn 

•1 
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charge s to the sale q•1otes on the bro'<et or- transaction 

prices? 

No. This approach would be c:or. trary t o the cur~ent 

position FERC ha r taken on split sav1ngs (pa gP 204 of 888A) 

transactions. 

"In the cases cited by Utilities ! o 1 Impro ved 

Transition, the Comm1ssion pro h1bited the 

utility from c harging a split -sav1ngo rate ~ 

a contribution to fixed costa. The Commi Sbion 

has long allowed utilities t o set the it 

coordination rates by reference to their own 

costs (cost-based ceilings) or by d1v i d1ng tht 

pool of benefits (fuel cost differential~) 

brought about by the transaction. Ut il iqes 

have been free to dPsigo a rate using either 

method but not both." (emphasis added) 

The precedent case citation is Illinois Powet Company, 621 

61,147 to 62,062 (1993) and the pertinent paragraph states: 

"In Service Schedul e F, Illinois Power f.n o poses 

t.o c harge a r..at r. f o r economy Pnerqy t r.tn:J.tct 1ons 

t•qual to .1 share o t tht• uctv 1nn:; plu n i t:; 

tra nsmission cha rge of 10 mills/kWh. This 1 •; 

inappropriate. The CommHwion hus luii'J o~ c(·t~ pt ed 

5 
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Sflit-savings rateS WhlCh dHll"Cr'j<Hd the fixed 

costs of chc seller, but wlur.h t'nsure that the 

customer reta1ns at least 50 percent of the 

transact1on savings. Such rates perm1t the 

seller to obtain a contr1butioP to f1xed costs in 

excess of 100 percent, as long a!; the customer 

receives at least 50 percent of the savings. 

Illinois Power's proposed economy energy rate 

(allowing recovery of both a share of t.hese 

savings 

violates 

plus 

the 

a separate 

Commission's 

transmission charye) 

pricing principles. 

Illinois Power retains over 50 percent of the 

savings, while Illinois Municipal receives less 

than 50 percent of the sc1vings. Accordingly, 

Illinois Power 1s directed to rev ... se Service 

Schedule F to eliminate the addltional 

transmission chdrge." 

It is clear that FERC will not allow a ttdnsaction which 

uses split-savings plus an added transmlSSlOn charge. The 

FERC position also effectively requires a sclle t on th£' 

Broker to cover ito tr·.,nsmioaioll c·outA lzom ll:J tjhate of 

the spl1t savings since the buyer !m.!Jll. r~ceive "at leasl 50 

percent of the savingo". 

6 
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Mr. Kordecki do you have any knowledgE:: o f ar:y Florida 

Broker transactions aFter January 1, 1997 in whi ch some of 

the transmission revenues are recorded above the line for 

revenue requirements calculat1ons? 

Yes, at the Con1miss1on Staff's workshop, ut1tl1es stated 

tha.: third party transmission revenues are being treated 

above the line for broker transactions. 

What are third party transact1ons? 

Third party transactions take place when a seller must sell 

through another transmission system to reach a buyer. For 

instance, if Tampa Electric were making a Broker sale to 

Utility C but must use Utility B's transmission system, 

Utility B would require transmission wheeling revenues from 

Utility C in order to facilitate the sale. In t hi s case, 

Utility B would r eceive the transmission revenue a nd that 

revenue would be credited above the line. 

Does this conclude yout testimony? 

Yes, it does 
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BEPORB TBB PUBLIC SERVICE COKKISSIOB 

PREPARED REBUTTAL TESTIMONY 

01' 

GERARD J. KORD!CKI 

Please state your name and business address. 

My name is Gerard J. Kordecki My business address is 702 

North Franklin Street, Tampa, Florida 33602. 

Are you the same Gerard J. Kordecki who submitted Teatimony 

in this proceeding on J u ne 25, 1997? 

Yes, I am. 

What is the purpose of your testimony? 

The purpose of my rebuttal testimony is to describe the 

inappropriate treatment of transmission costa proposed by 

Florida Power Corporation (FPC) and Florida Power and Light 

(FPL) for Schedule c Broker Sales. Each utility's proposal 

is inconsistent with Federal Energy Regulatory Commission 

(FERC) ratemaking policy and economic efficiency and aay, 

possibly be discriminatory. I will also comment to the 

limited circumstance under which Gulf Power Company's (GPC) 
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treatment of transmission costa is appropriate. 

Mr. Kordecki, how is FPC's treatment ot the Transmission 

pricinq inconsistent and possibly discriminatory? 

FPC wishes to separate Schedule c Broker Sales participants 

into two categories -- those with agree~ents before January 

1, 1997, and those who became member& of the Florida Broker 

after that date. FPC proposes to treat transmission coats 

differently for "new" and "existing" participants . The net 

effect for " new" Broker customers would be a smaller share 

of the savings from a transaction than wou~~ accrue to an 

"existing" customer with an identical sale. This different 

treatment for "new" Broker customers has two aiqni!icant 

shortcomings. 

First, FPC cannot have a cost based split-the-savings sale 

in which the purchaser's benefits are leas than 50 per cent 

of the total savings. The FERC position on shared savings 

is outlined in my direct testimony from line 5, page 5 and 

lines 1 through 17 on page 6 which re~irea that the buyer 

must receive "at least 50 percent of the savings' froa the 

"pool of benefits (fuel cost differentials) brought about 

the the transaction." 

2 
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Secondly , FPC wishes to discriminate between •~new" and 

" existing" Broker cu::stomera through the aethod ct 

allocating transmission costs when FPC is the seller. This 

situation is inconsistent with the purpose ot the Broker 

matching system because it may lead to potential aatchea 

which are less efficient based on the tact that a customer 

is "new" instead of selection baaed on the difference in 

generating costs. 

Please comment on Florida Power ' Light's proposal with 

respect to transmission pricing and treatment? 

FPL wishes to treat the transmission it charges a Schedule 

C sale as if FPL' a transmission grid were a separate 

company or a third party. This is accomplished by 

" adjusting the buyer's costs in the Broker matching 

algorithm just like it is done for transaction• between 

non-directly interconnected utilities." (Villar page J, 

lines 10 t hrough 13.) Again, as in the FPC's proposed 

" new" customer situation , FPL will retain aore than 50 per 

cent ot the transaction savings which is contrary to FERC 

regulations. This approac h, moreover, raises the same 

issues on economic efficiency noted above. 

Mr. Kordecki, is the re any further probleaa in the FPL 

3 
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proposed methodology? 

Yes. FPL stat es that "through this methodoloqy, FPL 1 s 

Broker sales are trea t e d the same as Broker sales by other 

users o! FPL 1 s transmission system." For pricing thia 

statement appears to be correct, but tor transmission 

revenue treatment, FPL does not treat ita Broker sales and 

the Broker sales ot others symmetrically. In third party 

transactions , FPL keeps transmission revenue as operating 

income . With res pec t to its Broker transactions, FPL 

proposes to flow transmission revenues through to the fuel 

clause . 

From the Stat! workshop , it is also my understanding that 

FPL 1 s treatment of transmission for all other third party 

non- Broker short-term sales is to credit these revonues to 

operating income. This treatment is consistent wit~ the 

FERC required revenue crediting treatment but differs !rom 

their Schedule C proposed treatment. In order to be 

consistent with bo th transmission usages and ratemaking 

principles, FPL should treat transmission revenues troa 

Broker s a les as " abo ve the line" so that tra nsmission 

revenues are treated c o mparably for all ot FPL's short-tara 

transmiss i on uses whether it be tor FPL's use or a third 

party's. 

4 
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What are your comments concerning Gult Power's pricing 

methodology for shared savings transactions? 

Gulf Power, ot course, is not a participant in the Florida 

Broker system so its proposal is hypothetical only. 

Southern Company (Southern) actually makes all transactions 

under market based rates. The latter point is most 

important. If Southern were ~aking sales under a 

(regulated) cost based regime, their proposed treatment 

(split savings on generation plus full transaiaaion 

charges) would be contrary to FERC policy as stated 

previously in my testimony. with market-based rate 

authority, even if tho negotiated price ia baaed on a 

shared savings methodology, Southern muat treat ita 

transmission costs for the sales separate from the 

generation price, no matter it Southern or the buyer is the 

transmission customer. 

In essence, Gult Power's proposed treatment ot transmission 

revenues is proper only because it has market•baaed rate 

authority, which none of the peninsular Florida public 

utilities have acquired for ott-system sales in Florida. 

Theretore, Gulf Power's situation ditters aigniticantly 

trom the other Broker participants. 

5 
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Mr. Kordecki, does this conclude your rebuttal tea~i~ony? 

Yea, it does . 
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1 (By Kr. Willi•) Would you please summarize 

2 your testimony? 

3 First, the summary of my direct testimony. 

4 Actually, I wrote down "good morning," but I guess we 

5 can go by that at this point. 

6 My direct testimony addresses the unbundling 

7 effect for FERC Orders 888 and 888A which require 

8 public utilities to separately account for generation, 

9 transmission and ancillary services when making 

10 off-system sales. 

11 For short-term transactions, the FERC 

12 requires utilities to revenue credit or reduce 

13 transmission revenue requirements when -- which 

14 effectively is treated an operating income. Broker 

15 sales is just one category of short-term transactions. 

16 Others would include opportunity sales and third-party 

17 transmission transactions. 

18 Since the Florida energy broker is a cost 

19 based shared savings market , FERC has re~.ired that, 

20 first, the buyer must receive at least 50t of all 

21 benefits. Second, the t r ansmission charges cannot be 

22 added to the variable cost differentials. 

23 With these constraints, Tampa Electric has 

24 des i gned its broker sales transactions so that the 

25 transmission costs that are captured from Tampa 

FLORIDA PUBLIC SBRVICB COKXI88IO» 



1 Electric company's share of the -- excuse me -- tha~ 

2 the transmission costs are captured from Tampa 

3 Electric's share of the transaction savings, 

4 therefore, meeting both of FERC's pricing criteria . 

5 And rebuttal: My rebuttal testimony 

234 

6 addresses the utility's proposed pricing methodologies 

7 for shared savings t ransactions. Both the FPC new 

a customer proposal and FPL ' s proposal for pricing 

9 treatment of broker transactions suffer from serious 

10 deficiencies in meetinq FERC pricing criteria, but 

11 each of those utilities has a pending filing at the 

12 FERC , and litigation will resolve any problems in 

13 pricing. 

14 Further in my rebuttal I address some 

15 inconsistencies in the treatment of trar.omission 

16 revenues tor similar transmission transactions. These 

t7 differences in revenue treatments should be resolved 

18 by this commission in this proceeding. 

19 Thank you. 

20 

21 

22 

CBAIR.MAII JOJDISON z Thank you . 

KR. WILLISs We tender the witness. 

CBAXRKAH JORNSONI Florida Powur & Light? 

2 3 CROSS BDKIIIATION 

24 BY KR. CBILDSI 

25 Q Would you turn to Page 3 of your direct 

rLORIDA PUBLIC SBRVICB COXKISSIO. 
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II 1 testimony, specifically looking at the answer 

2 beginning on Line 19 when you state that the FERC 

3 requires that transmission revenues be treated as a 

4 rev enue credit? 

5 A That's correc t . 

6 Where is that provided by the FERC? 

7 A Excuse me a second. (Pause) Page 247 of 

8 the rehearing. I'll read --

9 I'm sorry. Of the what? 

10 A Of the rehearing order, which is 888A. "In 

11 order to prevent overrecovery of costs from those, use 

12 this approach . " The Commission explained that it will 

13 require transmission providers to include firm 

14 point-to-point capacity reservations in the derivation 

15 of the low ratio calculations for billings under 

16 network service. 

17 In addition, the Commission expla i ned that 

18 revenue from nonfirm transmission services should 

19 continue to be reflected as a revenue credit in the 

20 derivation of firm transmission tariffs, rates. 

21 Does FERC have any direct i ons about how 

22 revenue from broker transactions that do not include 

23 compensation for transmis sion be credited? 

24 A I have 

25 Doesn't FERC also tell you to credit the 

FLORIDA PUBLIC SERVICB COXKISSIOH 
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1 revenue from a broker sale? 

2 A The transmission 

3 Q OJrect --

4 A The transmission portion? 

5 0 No, the nontransmission portion. 

6 A No. 

7 0 They don't? 

8 A No. 

9 0 Does this Commission tell you that? 

10 A I couldn't tell you what the Commission 

11 tells us. I ' m not testifying to that . 

12 0 Well, isn't it this Commission that affects 

13 the recovery of costs tor retail ratemak•nq? 

Yea. 

I want to show you a document, please . 

14 

15 

16 D. CliiLDSl Commissionora, I have given the 

17 witness a document which is entitled "Staff Advisory 

18 Bulletin No . 20, two pages issue date shown as being 

19 9/14/84 in the upper left-hand corner and effective 

20 date of 1/1/85. 

21 0 (By Kr. Childa) Mr. Kordecki, have you had 

22 a chance to look at this document? 

23 

24 

A 

0 

Briefly, yea. 

Do you know whether this document directs 

25 the accounting associated with broker transactions in 

FLORIDA PUBLIC SKRVICB COXMISSIOW 
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1 the state of Florida? 

Yes, it does . 2 

3 

A 

Q Do you know whether the FERC order having to 

4 do with the crediting of revenue for transactions for 

5 wheeling in broker sales directs that the crediting be 

6 to a sub-account of Account 447? 

7 

8 

A 

Q 

Yes, it does. 

And 447 is the same account to which this 

9 accounting bulletin directs that the nonwheeling 

10 portion be credited, is it not? 

11 

12 

Yes. 

MR. CHILDS& I'd like to have that document 

13 marked for identification Commissioners, that bulletin 

14 No. 20. 

15 CBAI~ JOHK80Ha It will be marked as 

16 Exhibit 10, short titled Staff Advisory Bulletin 20. 

17 (Exhibit 10 marked for identification.) 

18 0 (By xr. Chil48) Mr. Kordecki , as to the 

19 treatment and your comment ~bout the inconsistent 

20 treatment by the other compan ies both, I think, in 

21 your direct and rebuttal, I ask you the following: 

22 Would you agree that prior to 1985 when bro~er sales 

23 were treated exclusively in the fuel adjustment 

24 clause, that the oft-system sale• revenues for broker 

25 transactions were handled in a full rate case 

~LORIDA PUBLIC SBRVICB COKMISSIO. 



1 proceeding by reducing retail revenue requirements by 

2 an imputed amount ot budgeted ott-system salea 

J revenue? 

4 

5 

A 

Q 

That's correct . 

And would you agree that that tre~tment or 

6 recognition was thro~gh crediting? 

7 A Excuse me . Are you still addressing my 

8 direct testimony, or my rebuttal testimony? 

9 Q I'm addressing at thia point your point 

10 about what PERC directs you to do in terms o! 

11 crediting . 

12 

1) 

All right; summary o! my rebuttal . 

Would you agree that it -- that this 

14 Commission retlected the treatment o! revenues !rom 

15 the sale -- broker sales, through a crediting o! 

16 revenues against the retail revenue requirement? 

2)8 

17 KR. WILLIS: Excuse me, Mr. Childs. What is 

18 your reterence to his direct testimony? 

19 XR. CHILDSI I'm re!erring still to his 

20 testimony on Page J ot his direct which asks has PERC 

21 specitiod how transmission revenues must be treated 

2~ tor wholesale transmission revenue purposes, and he 

2J anawera that. And then in hia -- and I asked him 

24 whether that determined how the transaction ~eeded to 

25 be addressed in the state o! Florida. 

rLORIDA PUBLIC SBRVXCB COKX~SSIO. 
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1 And so at this point I'm trying to 

2 understand the consistency or relationship between the 

3 crediting as directed by PERC a1 i th~ crediting as 

4 directed by this Commission. 

5 ~TWWSS AORDBC.II The term that I used in 

6 my summary of rebuttal that said about inconsistencies 

7 did not refer to treatment by this Commission; it 

8 referred to treatment of transmission transactions 

9 that used the same -- basically, let's say the nonfirm 

10 transactions or short-term firm tx·ansactions in some 

11 cases were being dealt with by this Commission, 

12 specifically broker sales, as credits to the fuel 

13 clause as opposed to in other types of sale, let's say 

14 third-party sales or other types of sales where the 

15 revenues were taken above the line ae operating 

16 income. 

17 So maybe I didn't make it clear when I 

18 summarized my rebuttal that it was specific to 

19 transmission, not that there was inconsistencies in 

20 tho treatment of where brokered sales were being dealt 

21 with by this commission. 

22 Q (By xr. Child•> And would you agree, 

23 though, that the methodology used by this Commission 

24 prior to tho inclusion of broker revenuew in the fuel 

25 adjustment clause was to credit an estimated level of 

FLORIDA PUBLIC SBRVICB COXKISSIO. 



1 the revenues against the retailed revenue requirement 

2 in setting retail base rates? 

3 A Yes, that's fine. 

4 Q And would you agree that when this 

5 Commission changed to incorporate broker transactions 

6 in the fuel adjustment clause, that it, in tact, 

7 addressed the retail rate level to reflect that 

8 change; that is, that the amount of revenue that was 

9 being transferred to the fuel adjustment clause was 

10 reflected in an adjustment to base rates for the 

11 effective utilities? 
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12 I'll take your word for it. I wasn't there. 

13 Q Well, I'm going to show you an ord~r. It's 

14 Order 12923 dated 1/24/84, and I'm going to ask you to 

15 look at Page 3. I have one copy, J U • m going to 

16 identify it in advance. 

17 KR. WILLISt Chairman Johnson, I object to 

18 this line of questions which are beyond the scope of 

19 Mr. Kordecki's testimony. Mr. Kordecki's testimony 

20 goes to what the FERC treatments are, and he is asking 

21 him a different line of questions that is not relevant 

22 to his direct testimony. Those questiors, if they're 

23 to be directed, should be directed to Witness Branic k. 

24 

25 

CBAIRKAH JOHHSO•s Mr. Childs? 

KR. CHILDS& I think the witness just tried 
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1 to steer me in the right direction when he told me 

2 what he was testifying in his direct testimony to 

3 about the differential in the treatment between the 

4 FERC and the FPSC. 

5 I mean, to talk about what the FERC requires 

6 without it having some relevance to what this 

7 Commission does, I think would make all this testimony 

8 releva nt. My understanding was the witness said that 

9 the FERC requirements were applicable to the 

10 consistency of the treatmant of the cost by this 

11 Commission, and I think those were his words, "the 

12 consistency." 

13 CHAIRMAN JOBNSONt I'm going to allow the 

14 question . 

15 (By Kr. Child•) Mr. Kordecki, wo uld you 

16 lcok to that order that I gave you, Page 3 --

17 

18 

A 

Q 

Yes . 

Would you look to that highlighted paragraph 

19 towards the bottom of the page and tell me if you 

20 would agree that that order reflects that the 

21 commission, in fact, adjusted base rates at the time 

22 that it changed the treatment ot broker sales in the 

23 fuel adjustment clause? 

24 

25 

A 

Q 

Yes, that's what it says . 

Would you agree that now we're going in the 
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1 other direction, that is as it relates to the 

2 transmission revenue, the treatment that you propose, 

3 that you are proposing a credit to revenue , which y~u 

4 state the FERC directs? 

5 A My company's proposal is that it ' d be more 
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6 appropriate to credit operating income with snort-term 

7 firm and nonfirm t ransaction; that•o correct . 

8 Q And the effect ot that would be to take that 

9 amount of the revenue associated with transmission 

10 revenues from the fuel adjustment clause first of all, 

11 would it not, by crediting as you propose? 

12 IIR. WILLIS I Excuse me, Mr. Childs. Our 

13 witness for what our company proposal is is 

14 Ms. Branick, not Mr. Kordocki. Those questions should 

15 be directed to Ms . Branick . 

16 KR. CBILDSa My understanding was this 

17 witness in his rebuttal testimony and in his summary 

18 testifies about that treatment by this Commission . I 

19 realize you may have intended that the other witness 

20 address it, but my understanding was that this witness 

21 is talking about that treatment ~nd the impact of that 

22 treatment because of the crediting as directed by the 

23 FERC. And the witness is testifying as to the effect 

24 of the crediting on the long-term transmission rate, 

25 and I don't understand how you can affect the 
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1 long-term transmission rate ~ithout reflecting the 

2 impact on revenue requirements at the retail 1 evel. 

3 So I'm trying to see ho~ that's consistent. 

4 Wl:'l"JfBSS KOR.DBClti J They are not consistent. 

5 0 (By Mr. Child a) They're not consistent? 

6 A No. The retail rates are done -- in the 

7 retail jurisdiction, the -- they're basically done on 

8 a separation basis. In other ~ords, requirements, 

9 ~holesale and retail, basically take -- or take all 

10 the revenue requirements. 

11 In the FERC jur1sdictional transmission 

12 rates, long-term firm use of the system, excluding 

13 including both native load requirements and 
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14 t~ird-party users, basically the rate is derived as if 

15 the third-party users o! the transmission system ~ere, 

16 in fact, owners of the system. 

17 In other ~ords, the revenue requirements are 

18 divided by the demand o! all the firm customers on the 

19 system, including retail, ~holesale requirements and 

20 third-party users. So there is a discrepancy bet~een 

21 the t~o. 

22 Q Let me refer you specifically. Perhaps ~e 

23 can head off some concern about the scope of the 

24 questions. Would you look ~t Page 4 of your rebuttal 

25 testimony? 
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1 KR. CBILDSI And I would point out that 

2 there this witness is attempting to rebut the 

3 testimony of Florida Power & Light company and says as 

4 follows: In third-party transactions, FPL keeps 

5 transmission revenues as operating income . With 

6 respect to broker transactions, FPL proposes to flow 

1 transmission revenue through to the fuel clause. 

8 0 (By Kr. Cbil4s) Ar e you addressing that in 

9 the context of wholesale transactions or FERC 

10 transactions? 

11 

12 

13 FERC? 

14 

A 

0 

Yes. Those are all --

All of this testimony relates solely to t~e 

All wholesale t~ansactions are FERC 

15 jurisdictional; that's correct. 

16 0 No. But this testimony where we say "With 

17 respect to broker transactions, FPL proposes to flow 

18 transmission revenues through to the fuel clause," 

19 that testimony relates to what FPL proposes to do for 

20 wholesale sales? 

21 

22 

23 

24 

A 

0 

A 

0 

Fo r transmission tra~sactions? 

Yes. 

Yeah. That's --

The flowing through is for the flowing 

25 through in the wholesale fuel adjustment clause? 
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1 

2 

3 

4 

5 

6 

7 

8 

A No. I said 

Q Retail fuel adjustment 

A Yeah, in either -- either clause . 

Q so to the extent we're talking about the 

retail fuel adjustment clause, we have to talk about 

what this Commission has before it, don't we? 

Yeah. I mean 

To the extent we talk about what ' s proper 

9 and consistent, we have to talk about what this 

10 commission hns directed and authorized, don't we? 

11 A As far as. all sales? 

12 Q That's right . 

13 A Yea. 

:.4 Q Well, now let me go back to the question . 

15 When this Commission directed that the cost be 

16 included in the fuel adjustment clause, I think you 

17 

18 

19 

testified 

A 

Q 

20 correct? 

21 

22 

A 

Q 

that it adjusted base rates. 

That's correct. 

And it did that for Tampa Electric Company, 

That's correct. Yes. 

Now, your proposal is to credit .~-avenue, I 

23 think, for retail purposes; is that right, to the 

24 extent of the transmission revenues associated with 

25 broker transactions? 
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1 A Again, I'm not the witness. But the 

2 company's proposal is that all short-term transaction• 

3 less than a year ought to be revenue credited, which 

4 is in essence crediting to operating income. That 

5 includes broker opportunity sales and third-party 

6 short-term usn --

7 

8 

9 

10 

11 

Q 

A 

Q 

A 

Q 

Sure. And you -­

-- transmission --

You -- excuse me. Are you tinished? 

Yes . 

You say on Page 4 ot your rebuttal 

12 testimony, "In order to be consistent with both 

13 transmission usage and ratemaking principles, PPL 

14 should treat transmission revenues from broker sales 

15 as, 'above the line,' so that transmission revenues 

16 are treated comparably for all ot FPL short-term 

17 transmission uses," etcetera, don't you? 

18 

19 yes 

20 

A 

Q 

That's the principle I believe is correct, 

And do you mean that principle should be o ne 

21 that's applicable in the retail context, or only 

22 wholesale? 

23 A You're talking about retail rates as opposed 

24 to retail transmission use? 

25 Q I'm talking about retail rates as related to 
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1 th~ fuel adjustment and broker transactions. 

2 A I think all short-term transactions shculd 

3 be dealt with the same way, whether third party or 

4 broker, whatever they be; yes, that's --

5 so my question is well, I'm just asking 

6 you to confirm the scope of your testimony, whether 

7 it's wholesale or retail in the content --

8 A I think -- the scope ot my testimony is, is 
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9 that all those transactions, like transactions, should 

10 be treated the same way . 

11 Q Okay. And now treating them the same way 

12 when we go back to the question of including the 

l3 revenue from wheeling for broker transactions or sales 

14 by Tampa Electric as a credit to revenue . That is the 

15 proposal, right? 

16 

17 

18 

19 

A 

Q 

A 

Q 

Yes. 

credit to revenue, above the line? 

Above the line. 

But it does not include -- that is the 

2C proposal -- an adjustment to rates? 

21 Well, I would think thnt would be 

22 appropriate, yes. 

23 Q You think it would be appropriate? 

24 A Yes . It you're going to take it out of one 

25 and put it in the other, yes. 
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1 Q In fact, that's what the Commission did 

2 before when it was going the other way, didn't it? 

3 

4 

5 

6 

7 

8 

9 

10 

A 

Q 

Yes. 

Thank you. 

KR. CHILDS. That's all I have . 

CHAIRXAB JOHHSON: Florida Power Corp? 

KR. KoGBB: No questions. 

CBAZRKAH JOHHSONI Gulf? 

KR. STONBa No questions. 

CHAIRMAH JOHNSON& Public Counsel? 

11 CROSS BXAXIHATION 

12 BY KR. BURGBSSI 

13 Q Mr. Kordecki, I want to go back to the 

14 example that was used, $30 . 00, $20 . 00 and $3, to 

15 understand how you would suggest the transaction price 

16 be calculated. 

17 When we have that, as I understand it, if 

18 TECO were the selling utility, you suggest that the 

19 transaction price would be $25 and that the $3 simply 

20 be subsumed within that? 

21 

22 

A 

Q 

That's correct. 

My question to you is, do you ha~e in this 

23 an understanding or a notion as to what then would be 

24 the cost in the same situation, but let's say there 

25 was also an alternative source of production that was 
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1 $18 strict - -

2 A Mr. Burgess, could I ask you something? I 

3 did not prepare the exhibit that you're generally 

4 addressing, and I think j t would be more appropriate 

5 if you'd address those questions to Mrs . Branick. 

6 0 Okay. Now, I'm --

7 A I mean, I can - - I'll - - you know, I can 

8 attempt to answer , but I think she's the one 

9 testifying to the specifics . 
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10 0 Well , I'm addressing Issue 11 and Issue -- I 

11 mean, addressing Issues 9 and 11 . I'm not 

12 addressing -- I'm trying to !igure out the transaction 

13 price . I ' m not dealing with how it should be treated 

14 in the r a temaking context . 

15 

16 

A 

0 

I'm sorry . 

If, for example, there were an a!ternative 

17 production source available at 18, uut they needed 

18 wheeling services from TECO to make that sale, what 

19 would be the transaction price there in your 

20 understanding of the post-888 process? 

21 A Well, I don't -- if it was a broker 

22 transaction, it wouldn't have been any different than 

23 it was bator~ . The buyer would have purchased 

24 transmission service from ua, and to the exte~t that 

25 the margin difference was still greater, they would 
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1 buy or not buy. I think that's --

2 Q Okay . Well, let me run through the 

3 arithmetic just to make sure that we have the same 

4 understanding as to whether the sale would be made. 

5 As I understand it, then the producer at 18 

6 would add $3 and so, therefore, the price would be 

7 the incremental price would be $21, and the 

8 split-the-savings with the potential buyer would, 
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9 therefore, be $25 . 50 and, therefore, the sale would be 

10 made from Tampa Electric? 

11 Yeah . I'll take your 

12 Q Okay. And I guess my question -- and once 

13 again this gete down to what we all agree is a very 

14 difficult question to answer, and there doesn't seem 

15 to be any silver bullets here - - but doesn't that, the 

16 fact that with those examples the $20 future as far as 

17 costs for production would be sold instead of the $18 

18 fuel, doesn't that run counter to what you state on 

19 Page 3 of your testimony, of your direct testimony 

20 wherein you began on Line 9 that the concept -- and 

21 this ts the concept of 888 is to provide a level 

22 playing field -- and I knew that term was used by 

23 somebody somewhere -- so that generation competes 

24 directly against generation? 

25 That's correct. 
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1 Q And in the example that we've come up with, 

2 if the relationships of the numbers are in that 

3 category, then, in tact, we wouldn't have -- under the 

~ proposal that you have, we wouldn't have generation 

5 competing directly against generation? 

6 

7 

8 

A 

Q 

A 

No, I disagree. 

Oh. Please tell me how. 

I think the concept of the level playing 

9 field was the tact that a transmission owner could, in 

10 fact, not charge tor transmission and make a sale 

11 against a third party who h~d to pay the fee to get 

12 across the system. So that the idea of revenue 

13 crediting or charging, it does, in fact, l e vel the 

14 playing field, at least in terms of operating income 

15 that has to be regulated. Everyone is paying the same 

16 charge. 

17 One is imputed this -- you know, as an 

18 owner, it's imputed at this point and would be dealt 

19 with, I guess, in a rate case or, you know, it would 

20 be a subtraction from revenue requirements. That's 

21 how it's dealt with. And to the extent that there was 

22 a third-party marketer who had to pay the $2, or 

23 whatever it be, they don't have the same direct 

24 effect, but ultimately they do. 

25 Q My understanding of what you had indicated 
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1 in the example was that, in fact, at that particular 

2 hour if those were the available alternative•, the 

3 broker would direct the burn of the $20 fuel as 

4 opposed to the $18 fuel . 

5 Well, I t~ink it'a still -- you've got two 

6 things you're that are trying to be accomplished. 

7 You're trying to match the lowest cost generation, but 

8 you're also trying to keep all the parties on the same 

9 level playing field. 

10 To the extent that the higher cost 

11 generation might be used as opposed to the lower cost, 

12 that may be one of the outgrowths of competition . 

13 Q I see. So then it would run afoul, at least 

14 of the understood purpose of the broker, which is to 

15 burn tho lowest cost fuel available? 

16 A 

17 it was 

Well, it -- in using your example, let's say 

you know, one was 18 and one was 20, 

18 whatever it be, and that --

19 

20 

Q 

A 

And a $3 dollar transmission 

And a $3 transmisoion, I think that I 

21 will attempt to speak tor Tampa Electric Company and 

22 the other utilities -- and they can jump ~p and say 

23 that I'm wrong -- is one ot the obvious -- the obvious 

24 problem is that it we were to diacount down to the 

25 generation only cost, in other words, transmission was 
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3 

4 

5 

6 

7 

8 

9 

10 

11 

12 
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zero in every hour for broker transactions, and broker 

transactions are quoted every hour of the year, that 

in fact would mean that marketers, IPPs or other 

people with generation could traverse the transmission 

system for nothing. 

Q Yes. 

A It would be free to everyone. 

Q Yes. And it would --

A That's 

Q And it would assure that the lowest 

production cost at any one time would be that which --

No. That would mean that you're getting no 

13 revenues for your transmission system, number one, the 

14 owner. Number two is that in all probability, that 

15 would be serving loads that probably would be removed 

16 from Florida utilities service and they would not be 

17 making the sale. 

18 So I suspect what you're really saying is, 

19 yes, you may end up with the lowest cost generation, 

20 but you're going to end up with -- in that case, but 

21 you're going to also end up with a lot of stranded 

22 cost in the sense that the revenue is not ~eing met 

23 elsewhere. 

24 

25 

Thank you. 

CBAI~ JOBNSOHI Ms. Kaufman? 
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CROSS BXAXIKATIOW 

BY Jl8. DU.XUI 

1 

2 

3 

4 

5 

6 

7 

8 

9 

0 Mr. Kordecki, would you agree with me that 

if the transmission revenue from theae transactions 

we've been talking about is credited through the fuel 

clause, that consumers will see an immediate reduction 

in their bills? 

10 

11 

12 

A Yes , they would see -- yes, they would . 

0 And that would not be the case it these 

revenues are retained as operating revenues as you 

proposed; is that right? 

A There they would see them in terms of - -

13 when rate changes were made or in terms of tho effect 

14 of the earnings of the company. So they ultimately 

15 would see those benefits anyway. 

16 They wouldn't see an immediate reduction, 

17 would they? 

18 A No . 

19 You were here, weren't you, when Mr. Villar 

20 testified? 

21 

22 

A 

0 

Yes. 

And is it your understanding that at least 

23 as to broker transactions -- and we may have some 

24 disagreement on the whee ling, as Mr . Burgess 

25 mentioned -- but at least as to broker transactions, 
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1 FPL is proposing to flow the revenues back through the 

2 fuel clause? 

3 

4 

A 

0 

Th3t was my understanding. 

And I am correct in understanding that it's 

5 Tampa Electric's position that you want this 

6 Commission to direct FP&L not to do that and to 

7 require them to retain those revenues as operatin~ 

8 revenues? 

9 KR. WILLISs Excuse me just a minute . These 

10 questions are well beyond the scope of Mr . Rordecki's 

11 testimony. We have another witness that states what 

12 the appropriate treatment should be. Her name is 

13 Ms. Branick . She's the next witness, and these 

14 questions should be directed to her. 

15 KB. DUJ'IIA)fl Chairman -- I beg to differ 

16 with you . If you look at Mr. Kordecki 's rebu'Ltal 

17 testimony, Page 4, beginning approximately at Line 8, 

18 he's directly criticizing there what FPL is proposing 

19 to do, and I think I'm entitl~d to question him about 

20 that. 

21 

22 

CBAIRXAH JOHMSOHs Mr. Willis? 

XR. WILLIS! The fact that he mentions that 

23 in his testimony ia not indicative of whether he's 

24 sponsoring the particular treatment for Tampa 

25 Electric. He made those statements . The treatment 
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1 and the proposal that we have made is being sponsored 

2 by Ms. Branick. 

3 CBAIRXAB JOBHSOHz I'm going to allow the 

4 question. To the extent that the witness doesn't 

5 known the answer or can't answer it, then he can say 

6 something. 

7 Q (By KJ,. Kaufaan) Do you need me to repeat 

8 the question, Mr. Kordecki, or do you recall it? 

9 A Yeah. The essence of my statement is, is 

10 that for consistency's sake, they ought to be dealt 

11 with the a a me way, and the Company's proposal is that 

12 they be dealt in operating income. 
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13 Q So what you are asking this Commission to do 

14 is to direct FPL to not flow theoe revenues back to 

15 ratepayers; is that right? 

16 A I think they're flowing them back when they 

17 put them above the line. You just asked me whether it 

18 was immediate or longer term, and the answer I gave 

19 you was not immediate, it was longer term; but I am 

20 saying they ought need to be -- they are being flowed 

21 back . 

22 Well, maybe my question wasn't clear. What 

23 you're asking the Commission to do is to direct FPL 

24 not to flow these revenues back to customers through 

25 the fuel clause; is that right? 
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1 A Companies Tampa Electric's proposal, you 

2 need to direct that to Ms. Branick . I'm just 

3 saying 

4 

5 

Q 

A 

6 same way. 

Mr. Kordecki --

I'm just saying they need to be treated the 
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7 Q If you would look at your rebuttal testimony 

8 on Page 4 beginning at Line 9. If I ' m misreading 

9 this, you know, just tell me; but aren't you 

10 criticizing FPL there and suggesting that the 

11 Commission should direct them to follow the approach 

12 that Tampa Electric is sponsoring? 

13 A I think what I was attempting to do was show 

14 that there's an inconsistency between - - in terms of 

15 how transmission use is being dealt with , and to the 

16 extent that the more appropriate treatment for 

17 purposes of revenue crediting because - - due to the 

18 FERC transmission tariff is operating income, yes. 

19 Q You think that's a more appropriate 

20 treatment for FPL to use as well? 

21 I think it 's a more appropriate treatment 

22 for everybody to use, yes. 

23 Q Now, I think you mentioned in some responses 

24 to me and earlier as well that one of your concerns is 

25 that all these transactions be ~reated in the same 
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1 way; is that right? 

2 A Yes. 

3 Q And the way that Tampa Electric has proposed 

4 that consistency is to retain all the revenue from all 

5 the different kind of transactions as operating 

6 revenue, right? 

7 A Short-term, yes. 

8 Q Wouldn't another way to maintain consistency 

9 be to flow back all the revenue through the fuel 

10 clause from these transactions , treat them all that 

11 way? 

12 

13 back. 

14 

15 here. 

16 

17 

A 

Q 

A 

Q 

Well, not all, no . You can't flow all of it 

We're talking about transmission revenues 

That's hard to say. 

So another way to assure consistency would 

~ 8 be to flow the revenues back, rather than retaining 

19 them as operating revenue? 

20 A No. I think actually the most equitable way 

21 is to leave them above the line, because they're --

22 above the line you're dealing with both r etail in a 

23 rate caoe, wholesale requirements in a rate case, and 

24 third-party users in a -- in a case. 

25 Q Mr. Kordecki, I think I understand Tampa 
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1 Electric's position, but what I'm asking you is, it 

2 certainly would be a consistent treatment to flow the 

3 revenue back, wouldn't it? 

4 A I don't think there's a way to consistently 

5 flow back third-par~y users . That ' s what I'm saying. 

6 Q I guess I don't understand your response. 

7 Why could Tampa Electric not take the revenue that it 

8 receives from third-party transactions and flow it 

9 through the fuel clause? 

10 Because third- party users, nonrequirements 

11 customers don't have a fuel clause. 

12 Q We're talking about retail customers here, 

13 right? I think you got in that discussion with 

14 Mr. Childs. We're talking about retail customers and 

15 the retail --

16 And I ' m saying because of those differences 

17 between requirements, retail and third-party users, 
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18 the most equitable ~ay to deal with it is to put it in 

19 operating income. 

20 Q Let me give you a hypothetical . Maybe we 

21 can work through this . If Tampa Electric 

22 KR WILLISr Excuse me. I ob;ect to this 

23 continuing line of questions with respect to Tampa 

24 Electric's pr oposal. These quastiona ahould ba 

25 directed to Ms. Branick . 
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1 xs. IAUFKAB& Chairman Johnson, I think I 

2 understand Tampa Electric's proposal, and that's not 

J what I'm questioning Mr . Kordecki about. 

4 He's stated several times that one of Tampa 

5 Electric's concerns is that these revenues be treated 

6 consistently, and that's what I'm trying to explore 

7 with him. He stated what Tampa Electric's consistent 

a treatment would be, but I think there are other ways 

9 to deal with it. 

10 WITHBSS ~ORDBC~I& And what I'm saying is 

11 that there's no consistent way to deal with a 

12 third-party user -- in a fuel clause. There is no 

13 tuel clause. 

14 

15 question. 

16 

17 Q 

CBAIRKAB JOKHSON& I will allow the 

liS. DUDU I Thank you. 

(By Xa. Kaufman) Here's my hypothetical, 

18 Mr. Kordecki. Tampa Electric receives revenue tor 

19 transmission service that it has provided to one ot 

20 these third-party hordes that Mr. Howel l reterred to. 

21 They receive that revenue. It's accounted tor. Why 

22 is it they could not tlow through the tuel clause? 
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23 Because the customer who where you derive 

24 the rate tror FERC does not have a fuel clause. 

25 Q But Tampa Electric could take that revenue 
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1 and flow it through the retail fuel clause which •c 

2 have in Florida , right? 

3 A Then you will have the mismatch that 

4 Mr . Howell was deriving. You ' re giving away , 

5 theoretically, so~eone else's money . 

6 Q But you could do it. I mean, it's not a 

7 problem of accounting. You could flow it through the 

8 fuel clause. 

9 A I could flow everything through the fuel 

10 clause. I mean, accounting wise, we could put 

11 everything through, yeah. I'm not trying to be 

12 capricious, but that's -- yes . It doesn't make it 

13 right . 

14 

15 

Q 

16 Johnson. 

17 

18 

19 witness . 

20 

21 

22 

23 

24 

25 

break. 

Thank you. 

KS. KAU7KANI That's all I h ave, Chairman 

CHAIRMAN JOBH80Na Staff? 

KS. PAUGH: Staff has no questions of this 

CBAIRXAB JOHNSONI Redirect? 

KR. WXLLISs Could we take a short break? 

CHAIRMAN JOBNSORa We'll take a five-minute 

(Brief recess.) 
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1 Q (By Mr. Willia) Mr. Kordecki, Mr. Childs 

2 asked you several questions with respect to the 

3 treatment of transmission revenues above the line, and 

4 the effect of those treatments with respect to the 

5 company 's base rates. Do you recall those questions? 

6 

7 

A 

Q 

Yes. 

Mr . Kordecki, when should those revenues and 

8 the calculation of those revenues affect the company ' s 

9 base rates? 

10 A At the time of the next rate case is what J 

11 meant. 

12 Q Now, you were also asked some question~.> with 

13 respect to the actions taken in 1984 at t he time the 

14 80/20 split was adopted? 

15 A Yes. 

16 Q Do you know, in fact, if Tampa Electric's 

17 base rates were changed at that time? 

18 A No, I do not . It was my understanding, and 

19 I could stand corrected, that they were done at the 

20 next rate proceeding. 

21 

22 

23 

Q 

24 Exhibits. 

25 

Thank you . 

MR. WILLISa No further ques t ione . 

CBAI~ JOHNSONr No further questions? 

KR •• ILLISs Mr. Kordecki 's Exhibit No. 9, I 

FLORIDA PUBLIC SBRVICB COXKISSIOB 



1 believe, I move into evidence. 

2 

3 

4 

CBAIRKAR JOKHSOBI Okay. 

KR. CHILDS: I'd like to move Exhibit 10. 

CBAIRKAB JOBHSOB: Show both those admitted 
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5 then without objection. Thank you. You're excused. 

6 

7 

8 

(Witness Kordecki excused . ) 

(Exhibits 9 and 10 rece ived in evidence.) 

KR. WILLIS: Call Ms. Branick. 

9 - - -

10 KARD BllUIC& 

11 was called as a witness on behalf of Tampa Electric 

12 Company and, having been duly sworn, testif ied as 

13 follows: 

14 DIRBCT !XAKIRATIO. 

15 BY XR. WILLIS: 

16 Would you state your name, address, 

17 occupation and employer? 

18 A My name is Karen Branick. My business 

19 address is 702 North Franklin Street, Tampa, Florida 

20 33602. I'm employed by Tampa Electric Compa ny and I'm 

21 the Director ot Electric Regu latory Attairs . 

22 KR. WILLIS: Chairman Johnson, Ms . Branick 

23 tiled three different pieces ot testimony. The tirs~ 

24 two pieces have been st i pulated in the rec ord, as I 

25 understand, and the third piece, the supplemental 

~LORIDA PUBLIC SBRVICB COKKISSIO• 



1 direct testimony is the subject that we•r~ trying on 

2 transmission revenues. And I take it, it was not 

264 

3 shown as stipulated in by asteric, but I'm asking that 

4 her testimony and exhibit, prepared Direct Testimony 

5 of May 20th, as well as the prepared Direct Testimony 

6 of June 23rd, be inserted into the record, and that 

7 the exhibits attached thereto be admitted in the 

8 record. 

9 

10 

CBAIRXAH JOBHSOHI May 20th was stipulated? 

KR. WXLLISI Yes. The first two pieces were 

11 stipulated into the record , I believe . 

12 KS. PAUGH& Yes, they were stipulated, but 

13 we've not identified the additional exhibits . We'll 

14 do that at the --

15 CBAIRXAH J OHHSOH: So all we need to deal 

16 with now is the -- but we will go back and take care 

17 of that in a orderly fashion. As it relates to her 

18 testimony are we looking at the June 23, ' 97? 

19 KR. WILLIS& That's correct. 

20 CBAI~ JOBHSOHs You said there were 

21 exhibits attached to that? 

22 KR. WILLIS& There io one exhioit attached 

23 to that, KAB-5. 

24 CDIJU(A)f JOHHSO•a And the rebuttal waa to 

25 Iaaue 13 ao it's been withdrawn? 

rLORIDA PUBLIC SBRVICB COKXI88IO. 



1 

2 

KR. WILLIS& It ' s been withdrawn . 

(By xr. Willia) Did you prepare a n d cause 

3 to be profiled Supplemental Direct Testimony or Karen 

4 A. Branick? 

I did. 

265 

5 

6 It I were to ask you the questions contained 

7 in this testimony, would your answers be the same? 

8 

9 

They would. 

KR. WILLIS& We'd ask that Ms. Branick's 

10 supplemental direct testimony be inserted into the 

11 record as though read . 

12 COKKISSIONBR JOBNSOHz It will be so 

13 inserted. 

14 Q (By Jlr. Willi&) Did you prepare an exhibit 

15 that's attached to your testimony? 

16 A KAB- 5? 

17 Q Yes. 

18 A Yes. 

19 KR. WILLIS& I ask that exhibit be marked 

20 tor identification. 

21 ~~ JOBNSONI It wi ll be marked 

22 Exhibit 11 identified KAB-5. 

23 (Exhibit 11 marked tor identification.) 

24 

25 

FLORIDA PUBLIC SBRVICB COMMISSIO. 
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16 A. 

17 

18 

19 
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22 

23 
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25 

TAMPA ELECTRIC COMPANY 
DOC~ET NO . 970001-EI 
SUBMITTED FOR PILING 05/20/97 

266-1 

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

PRBPARBD DIRECT TESTrMONY 

OP 

ltARBN A. BRANIC~ 

Please state your name, address, occu~ation and employer. 

My name is Karen A. Branick. My business addreflfl is 702 

North Franklin Street, Tampa, Florida 33602. My position 

is Manager · Energy Issues in the Regulatory and Business 

Strategy Department of Tampa Electric Company. 

Please provide a brief outline of your ~ducational 

background and business experience . 

I received a Bachelor of Science Degree i n Chemical 

Engineering and Chemistry from the University o f 

Pittsburgh, Pittsburgh, Pennsylvania in 1986 . In 1987 I 

was employed as a chem~st for Florida Power & Light Company 

(FPL) . In 1990, I became a performance engir.eer; in 1991 

a lab supervisor; a nd in 19 92 an operations supervisor for 

FPL. My career at Tampa Electric Compa·y b~gan in 1992 in 

the Production Department. My responsibilities included 

i nsurance of proper boiler chemistry and chemical 

engineering support during normal op~raL ions c..nd 
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3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q. 

A. 

Q. 

2 6 6- 2 

maintenance outages . I led projecLF related to altPrn.-He 

ln 1994, 1 

Cevelopment 

accounts of 

industrial 

fuel test burns and wasle wat ~;:r mc'lnagPment. 

transferred to the Bulk Power & Mar·ket 

Department where I managed the customl•t 

approximately 30 of Tampa E:ectric's large 

customer.., . I also participated in developing proposals for 

long term off s ystem sales of wholesale powvr. In October 

of 1996, 1 was promoted to Manager ·Energy Issues 1n the 

Regulatory and Business Strategy Department. My present 

responsibilities include the areas of fuel adJus ... ment, 

capacity cost recovery. environment.:a 1 ( 11 ings and rate 

design. 

What is the purpose of your testi~ony 1n this proceeding? 

The purpose of my testimony is to ptesen• the net trut=>-up 

amounts for t he October 1996 through March 1997 period f or 

both the Fuel Cost Recovery a nd thc> C:tpc~cJty Cui:IL Recovery 

Clauses. 

FUEL COST RECOVERY CLAUSE 

What is the net true- up amount tor t llf' t ut•l rost n~covery 

clause for the pen.od October 199o through March 1997? 

2 



1 A. 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

o. 

20 A. 

21 

22 

23 

24 

Q. 

25 A. 

2 6 6 -3 

An over/(under) - recovery of $1,926,965. The actual fuel 

cost over/(underl recovery, including interest, is 

$6,918,724 for the period October 1996 through March 1997 

(Schedule A2, pa~e 2 of 3, of March 1997 monthly filing, in 

Document No. 4, reflects an end of period to~al net true - up 

of $3,517,588. Subtracting the beginning o f period 

deferred true-up of ($3,401,136) yields the $6, 918,724. 

Thi& $6,918,724 amount, less the actual/estimated 

over/(under) - recovery approved in the February 1997 fuel 

hearings of $4,991,759 results in a final over/ l under) 

recovery for the period of $1,926,965. This over/(unoer) -

recovery amount of $1,926,965 will be carried over and 

applied in the calculation of the fuel recovery facto r for 

the period October 1997 through March 1998. 

How much effect will this $1,926,965 over/(underl - recovery 

in the October 1996 through ~~rch 1997 period, have on the 

October 1997 through March 1998 period? 

The $1,926,965 over/(under) - recovery will cause Q 1,000 

KWH residential bill to be approximately $0.27 lower. 

Have you prepared an Exhibit in this proceeding? 

Yes. Exhibit No. (KAB - 1, Fuel Cost Recovery and Capacity 

3 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 o. 
11 

12 A. 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

266-4 

Cost Recovery) which contains four oocuments. Document No. 

3 is used to explain the capacity cost recovery clause 

which is discussed later in my testimony. DocumenL No. 4 

contains Commission Schedules A-1 through A· 9 for the 

months of October 1996 through March 1997. Included with 

the March 1997 monthly filing is a s1x months summary for 

each of Commission Schedules A6, A7, AS, and A9 for the 

period October 1996 through March 1997. 

Please explain Document No. 1. 

Document No. 1, entitled "Tampa Electric Company Final Fuel 

Over/(Under) - Recovery for the period October 1996 through 

March 1997" shows the calculation of the final fuel 

over/(underl - recovery for the period of $1,926,965 which 

will be applied to jurisdictional sales during the period 

October 1997 through March ~998. 

Line 1 shows the total company fuel costs of $151,404,489 

for the period October 19 9 6 through March 1997. The 

jurisdictional amount of total fuel costs is $152,930,406 

as shown on line 2. This amount is compared to the 

jurisdictional fuel revenues applicable t o the period on 

line 3 to obtain the actual over/(under) 

costs for the period, shown on line 4. 

4 

recovered fue l 

The resulting 
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6 
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8 

9 

10 

11 

12 

1< 

14 

15 

16 

17 

Q. 

A. 

18 o. 
19 

20 

21 A. 

22 

23 

24 

25 Q. 

2 66-5 

$6,959,567 over/ !under) recov~red fuel C {)St:s for tne 

p~riod, combined with ($40,843 ) ot u1teresr shown on l1ne 

5, constitute the actual over/ (under) t ecovery of 

$6,918,724 shown on line 6. The $6,918,724 less the 

actual/estimated over/ (under) recovery ot $4, ~91, 759 

shown on line 7, which was approved i~ the February 1997 

fuel hearings, resulLs in the final over/ (under) - t ·ecovery 

of $1,926,965 shown on line 8. 

What does Document No. 2 show? 

Document No. 2, e n titled "Tampa El ~ctric Company 

Calculation of True-up Amount Actual vs. Original Estlmates 

for the period October 1996 throuoh March :997, • shows the 

~alculation of the actual over/(under) recovery as 

compared to t he original estimate for the same period. 

What was the variance in Jurisdictional fuel revenues for 

the period October 199 6 through March 1997.? 

As shown on line C1 of my Document No. 2, the company 

collected $10,517 more jun.sdictional !ucl revenues than 

originally estimated. 

What was tl~e total fuel and net power tr.:lnsaction cost 

5 



1 
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3 A. 
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5 

6 Q . 
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9 A . 

10 

11 

12 

13 

14 

15 

16 

17 o. 

18 

19 

20 

21 A. 

22 

23 

24 

25 

variance for the period October 1996 through March 1997? 

As shown on line A7 of Document No. 2, the fuel and net 

power transactions cost variance is ($6,023 ,729) or (3 .8\ ). 

What are t he reasons for the total fuel and net power 

transactiun e cost being lower by ($6,023,729) o r (3.8\)? 

The primary reason for the (3.8\) decrease is due to Net 

Energy for Load being up 37, 4 97 MWH or 0 . 5\. This 0 . 5\ 

combined with the ¢/KWH for Total Pue! and Net Power 

Transaction being less than estimated b y (4.3\). accounts 

f o r the (3 .8\ ) decrease. 

CAPACITY COST RECOVERY CLAUSE 

What is the net true- up amount for the capacity cost 

recovery clause for the peri0d October 1996 through March 

1997? 

An over/(under) recovery of ($28,551). Tile acrual 

capacity cost over/(under) · recove ry, including interest, 

is $212,386 for the period October 1996 through March 1997 

(Document No. 3, pages 2 and 3 of 5). This amount , less 

the actual/estimated over/ (under) · recovery approved in 

6 



1 

2 

3 

4 

5 

6 

7 

8 o. 

9 

10 

11 

12 A. 
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15 o. 
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266 - 7 

the February 1997 fuel hearings of $240,937 results ln a 

final over/(under) 

(Document No. 3, 

recovery amount of 

- recovery for the period of ($28,551) 

page 5 of 5) . This over I (under) 

($28, 551 l wi 11 be carried ovet and 

applied in tre calculation of the capacity cost recovery 

factor for the period October 1997 through March 1998. 

How much effect will this ($28 ,551 ) over/(under) - recovery 

in the October 1996 through March 1997 period, have on the 

October 1997 through March 1998 period? 

The ($28, 551) over/ (under) - recovery wil l have no effect 

on a 1,000 KWH residential bill. 

Does this conclude your testimony? 

1'/ A . Yes. 

18 

19 

20 

21 

22 

23 

24 

25 
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TAMPA BLBCTRIC COMPANY 
DOCKET NO . 970001-EI 
SUBMITTED POR PILING 6/23/97 

266-8 

BEFORE THB FLORIDA PUBLIC SERVICE COMMISSION 

PREPARED DIRECT TESTIMONY 

OF 

lC.ARBN A . BRAN I CIC 

Please state your name, address , occupation and employer . 

My name is Karen A. Branick. My business address is 702 

North Franklin Street, Tampa, Florida 33602. I am employed 

by Tampa Electric Company in the position of Director -

Elec tric Regulatory Affairs. 

Please provide a brief outline of your educational 

background a nd business experience. 

I received a Bachelor of Science Degree in Chemical 

Engineeri ng and Chemist- ry from the University of 

Pittsburgh, Pittsburgh, Pennsylvan ia in 1986 . ln 1987 I 

was employed as a chemist for Florida Power & Light Company 

( FPL) . In 1990, I became a performance eng inee1 ; in 1991 

a laboratory supervisor; and in 1992 an operations 

supervisor for FPL. My career at Tampa Electr1c Jegc1n in 

1992 in the Production Department. My responsibilities 

included inqurance of proper boiler chemistry and chemical 

engineering support during normal operations and 
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Q. 

A. 

266-9 

muintenance outages. I led projects related to alternate 

fuel test burns and waste water management. In 1994, I 

transferred to the Bulk Power & M~rket Development 

Department where I managed the customer accounts of 

approximately 30 of Tampa Electric's large industrial 

customers. I also participated in developing proposals for 

long term off-system sales of wholesale power. In October 

199 6, I was promoted to Manager · Energy Issues 1n the 

Regulatory and Business Strategy Department. In June of 

1997 I was promoted to my current position of Director . My 

present responsibilities include the areaA of tuel 

adjustment filing~, capacit y costs recovery filings, 

environmental cost recovery filings, pricing and rate 

design and issues under the Federal jurisdiction. 

What is the purpose of your testimony? 

The purpose of my testimony is to present to the Commission 

the proposed Total Fuel and Purchased Power Cost Recovery 

factors, the proposed Capacity Cost Recovery factors a· J 

the billing refund credit factors for the period of October 

1997 - March 1998. 

24 Fuel and Purchased Power Cost Recovery Pactors I CApacitv Cost 

2 5 Recovery Clause 

2 



1 

2 

3 

4 

5 

Q. 

6 A. 

7 

8 Q. 

9 

10 

11 

12 A. 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q. 

266-10 

Did you review the projected data necessary to calculate 

the Total Fuel and Purchased Power Cost Recovery factors 

for the period October 1997 - March 1998? 

Yes I have. 

Do you wish to sponsor an exhibit consisting of Schedules 

H-1 (October - March, 1994 through 1997) and Schedulf.:fl E 1 

through E-10 (October 1997 - March 1998)? 

Yes. Also contained in this exhibit are Schedules E-2, E 

3, E-5, E-6, E-7, E-8 and E-9 for the prior period April 

1997 - September 1997. These schedules are furnished as 

back-up for the projected true-up for this period and 

consist of two actual months and four projected mo~ths. 

(Have identified as Exhibit No. ~ (KAB-2), 

Projection.) 

Fuel 

Does Schedule E·l of Exhibit No. ~ (KAB-2), Fuel 

Projection, show the proper value for the Total Fuel and 

Purchased Power Cost Recovery Clause as pro jected for the 

period October 1997 · March 1998? 

3 
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266-11 

Yes. 

What is the proper value of the fuel adjustment for the new 

period? 

The proper value for the new period is 2.304 cents per kwh 

before the application of the factors that adjust for 

variations in line losses. 

Please describe the i nformation provided on Sc~edule ~-1C. 

The GPIF and True-up factors are provided on Schedule E-1C . 

We propose that a GPIF reward of $96,660 be included in the 

projection period. The True-up amount for the April 1997 -

September 1997 period is an overrecovery of $6, 736, 674. 

This overrecovery is comprised of a final True -up 

overrecovery amount of $1,926,965 for the October 1996 -

March 1997 period and a n estimated overrecovery in the 

amount of $4,809,709 Lor the April 1997 - September 1997 

period. 

Please describe the information provided on ScheJule E-~0. 

Schedule E-1D presents the company's on-peak and off-peak 

fuel charge factors for the October 1997 March 1998 

4 
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2 6 6 - 1 2 

period. 

What is the purpose of Schedul~ E·1E? 

The purpose of Schedule E·1E is to present the standard, 

on-peak and off-peak fuel charge factors after adjusting 

for variations in line losses. 

How will th~ total revenues associated with the FMPA and 

Lakeland long-term off system sales be treated in the fuel 

clause? 

Tampa Electric appeared before the Commission on Jun~ 11, 

1997 where this issue was heard in Docket No. 970171 - EU; 

Determination of appropriate cost allocation and regulatory 

treatment of total revenues assoriated with whclesale sales 

to Florida Municipal Power Agency and City of Lakeland by 

Tampa Electric Company. The Company made a proposal to: 

• 

• 

• 

Credit rever.ues equal to system incremc:-:tal fuel to 

the Fuel and Purchase Power Clause 

Credit revenues equal to incremental SO allowance 

costs to the Environmental Cost Recover~ Clause 

credit transmission revenues and revenues equal to 

variable operating and maintenance expense to 

operating rev~nue above the line 

5 
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o. 

20 A. 

• 

2 6 6-, 3 

and share the remaining revt:!nues from these sales 

50/50 with 50\ flowing through the fuel clause, and 

50\ credited to operating revenues ?bove the l1ne. 

Tampa Elec t ric guaranteed t h e rate pay~rs 50\ share of 

these remaining revenues would be $2 million net present 

value to be credited to customers over t wo fuel adjustment 

periods. 

The earliest expected date for the Commission to ruLe on 

the Company's proposal is August 5, 1::197 . Tl:~refore, for 

purposes of this fuel adjustment filing, Tampa Electric has 

continued to flow fuel rev e nues from these sales through 

t he fuel clause, and cred:it the remaining ~t•vt•nue tl to above 

the line operating revenues. 

Please recap the proposed Fuel and Purchased Power Cost 

Recovery factors for the October 1997 - March 1998 period. 

Fuel Charge 

21 Rate Schedule Factor !cent s per kwhl 

22 Average Factor 2.304 

2 3 RS, GS and TS 2.321 

24 RST and GST 2.598 (on-peak) 

25 2.217 (off-peak) 

6 
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16 

17 
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19 
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21 

22 

23 

2 4 

25 

o. 

A. 

Q. 

A. 

Q. 

SL-2 , OL-1 and OL-3 

GSD, GSLD , and SBF 

GSDT, GSLDT~ EV - X and SBFT 

IS- 1 I IS- 3 I SBI- 1 I SBI- 3 

IST-1 1 IST-3 1 SBIT·1~ SBIT-3 

2 . 274 

2 . 307 

2 . 582 

2 . 204 

2.232 

2.498 

2 . 132 

266-i. 

(on-peak) 

(off- peak) 

(on- peak) 

(off-peak) 

How does Tampa Elect ric Company's proposed average fuel 

c harge factor of 2.304 cents per kwh compare to the average 

fuel charge factor for the April 1997 

period? 

SepteMber 1997 

The p r oposed fuel charge factor is 0 . 111 cents per kwh (or 

$1.11 per 1000 k wh) lower than the average fuel t:harge 

factor of 2 . 415 cents per kwh tor the April 1997 

September 1997 period. 

Are you also ceque8ting Commission approval of the 

projected Capacity Cos t Recovery factors for t~e Company's 

vat . ous rate schedules? 

Yes. 

Have you prepared or caused to be prepared under your 

7 
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1 direction or supervision an exhibit which supports this 

2 request? 

3 

4 A. Yes. It consists of five pages identified as Exhibit No. 

5 KAB-3, Capacity Cost Recovery . 

6 

7 o. What payment.s are include( in Tampa Electric's capacity 

8 cost recovery facto =? 

9 

10 A. Tampa Elect r ic is requesting recovery, through the capacity 

11 cost recovery factor, of c~pacity payments made pursuant to 

12 cogeneration, small power production and purchased power 

13 agreements to which we are a party. 

14 

15 o. Please re-cap the proposed Capacity Cost kecovery Clause 

16 factors for the October 1997 - March 199B period . 

17 

18 A . Capacity Cost Recovery 

19 Rate Schedule Factor (cents per kwhl 

20 RS 0.228 

21 GS and TS 0.220 

22 GSD, EV-X 0.168 

23 GSLD and SBF 0.149 

24 IS-1, IS-3, SBI-1 , SBI-3 0. 013 

25 SL-2, OL-1 and OL-3 0.026 

8 

L 
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1 -
2 These factors can be seen in Exhibit No. :3~ (KAB-3) . page 

3 3 of 5. 

4 

5 Stipulation Retund 

6 

7 Q. 

8 

9 

10 A . 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Does the current Revenue Credit Refund Factor of 0.168 cent 

per kWh terminate after September 1997? 

Yes. The company is currently refunding $25 million, plus 

interest, ove r the 12- rnonth period from Octobel 1996 

t hrough Septernb~r 1997 . This refund is in accordance with 

the Stipulation between Tampa Electri c , the Off ice of 

Public Counsel and the Florida Industrial Use~s Group 

signed March 25, 1996. This stipulat1on was approved in 

Order No. PSC-96·0670-S·EI in Docket No. 950379-E issued 

May 20, 1996. This revenue credit r e fund factor is shown 

as a line item on the customer's bill. This reven ue credit 

factor will terminate after the last billing c ycle for the 

month of September 1997. As defined in the Stipulation, 

any over or under collection balance ending September 1997 

associated with the refund credit will be ha11dled as a 

true-up component in the normal course o f Tampa Electric's 

fuel cost recovery proceedings. 

9 
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1 Tempora:r:x Base RAte Reduction 

2 Q. Will Tampa Electric begin a temporary base rate decrease in 

3 October 1997? 

4 

5 A. 

6 

7 

8 

9 

10 

11 

:0..2 

13 

14 

15 

16 

17 

18 

19 

20 

21 

2/. 

23 

2 4 

25 

Yes. On September 25, 1996, Trunpa Electric, the Office of 

Public Counsel and the Florida Industriol Power Users Group 

signed a separate stipulation. This stipularion was 

subsequently approved in Order No. PSC- 96-1300 · S · EI in 

Docket No. 960409-EI issued October 24, 1996. As part of 

this Stipulation, Tampa Electric has agreed to a temporary 

base rate reduction in the total amount of $25 mill ~011 over 

fifteen months beginning about October 1 , 1997. The base 

rate reduct' on is to begin concurrently w~ th the fuel 

adjustment per~od beginn~ng about Octoter 1, 1997. This 

temporary base rate reduction wi ll be shown as ~ line item 

on the customer's bill, replacing the refund currently on 

the bill. 

This temporary base rate decrea se will be 0.130 cent per 

kWh on average . The factors by rate class, adjus:e~ for 

1 ine loss, are shown below. The derivatio n of these 

factors is shown in Document No. ~ o f Exhibit KAB-2. 

10 



1 

2 

3 

4 

5 

6 

7 

8 

9 Q. 

10 

11 

12 A. 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

2 6 6-1 s 

Rate Class 

Average Factor 

Credit Factor cents 1 kWh 

RS, RST, GS, GST, TS 

GSD, GSDT, GSLD, GSLDT, 

EV-X, Si3F, SBFT 

IS-1&3, I8T-1&3, SBIT-1&3 

SI I OL 

0 . 130 

0.131 

0 .13 0 

0.126 

0.131 

What is the composite effect of the above changes on a 

1,000 kwh residential Customer? 

A residential bil l for 1, 000 kwh wil l decrease SO . 03 

beginning October 1997 . See table below. 

Apr. 97 thru Oct. 97 thru 

'tYPO ot Charge 

Customer 

Energy 

Conserva tion 

Envi rorunental 

Sept. 97 

s 8 . 50 

43.42 

1.63 

0.33 

Fuel 2 4. 32 

Capacity 1.79 

Deferred Revenue Plan 

Refund 

FGR Tax 

Total 

( 1. 69) 

2..Jll 

$ 80.31 

11 

MAr. 98 

$ 8 . 50 

4 3 .4 2 

1 . 63 

0 0 54 

23 0.21 

2.28 

( 1 0 J 1 ) 

2...JU 

$ 80.28 
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2 6 6-1 9 

When should the new charges 'lnd refund g0 into effect? 

They should go into ef feet commensurate wit ll the fl. rst 

billing c ycle in October 1997. 

Does this conclude your testimony? 

Yes it does. 
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TAMPA ELECTRIC COMP~ 
DOC~ET NO. 970001-EI 
SUBMITTED FOR ~!LING 6/23/97 

BEFORE THE FLORIDA PUBLIC SERVICE COMMIS&ION 

SUPPLEMENTAL DIRECT TESTIMONY 

OF 

KAREN A. BRANIC~ 

Please sta:..e you1- name, dddrPntl, occuJ 'at 1on and c>mployer. 

My name is Kare n A. Bran i~k. My bua1ness address is 702 

North Franklin Street, Tampa, Fl o rida 33602. am employed 

by Tampa Electric Company in the position of D1rector -

Electric Regulatory Affairs. 

Are you the same Karen A. Branick who filed d1rect 

testimony i n this Docket? 

Yes I am. 

What is the purpose of your Supplemental testimony? 

The purpose of my teat \mony lS to explain how Tampa 

Electric has executed energy sales and purchases on the 

Florida Energy Broker, and treated the margin :-evenues 

associated with Lhese t tansact ion s both lJllOr to and 

subsequent to the issuance of thP "Opt·n AccPnn" t ule 

promulgated by FERC. wi 11 ... :.u • >.pla1n how Tampa 
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Electl"lC'R cu trcn t treatment o f ned1t1ng t1ansm1oaim 

revenuer; f t·om w 1 t 11111 lltl m.l 1 q in nh.11 •· to 1bnvp the 1 i tlf! 

operating n.!ve.1ut> meets FERC requ11 ment.:s under the new 

Rule 888, and is corw1utent wtth p.t!;t l·lot· ldol t'ommiou1on 

t.: r·eatment ~o.)f t t dn:Jmi ntnon t ·c·v•~nuPG . w 1 1 l .11 :Jo show how 

Tompa Elect t 1c ' s appro.Jch is consistent with continuing the 

viability of the Florida Broker sysL•!m and the benefits it 

uffords to retail ~ustomers. 

H O\' does the Flo~ida Energy Broker network lunction? 

The Broker network and the associatt..:d FERC Schedule C 

Interchange Agreements between utj lit11~s in Florida art' 

designed to offer the lowest price !or power providing 

savings to the purchaser and addit1on1l revenues to the 

seller. The Broker works in the fol! o wing manner: Sell and 

Buy Quotes on the B~oker are to include only the 

incremental cost of making such sales. Spectf1cally, th1s 

means that utilities are permitted to quote 1ncremental 

fuel and any variable o~M costs in the1r quote~. The Sell 

and Buy Quotes are ave~aged to determ1ne the transaction 

price for each matched transact ion. On the Buyer's side cf 

the transaction, th•• d1 f (erence bet wren t lw Buy Quote and 

the tranuaction price represents the buy~r·n savings from 

the transaction. On tht..: Seller's Gid•• nl tlw transact1on, 

2 
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the difference between the ll,l!lsactlon pricP and tlw Sell 

Quote determines the m<lt(Jln on tlH n.d<·. S11tn~ all 

var1able costo have been covered, Ll11s margin 1s cons1dered 

to be an overall benefit from Lhe sale. Th1s Commission 

recogn1.ed the need to 1ncent utilities to maxim1ze the 

benefits assoc1ated with Broket transactions and .11 luw.··l .1 

sharing of th1s margin. 

How has Tampa Electric treated t ransmiss1on reve~•.H·s 

associated with broker transactions prior to RuL~ 888? 

Margins from broker sales in total were shared oD/20 with 

80\ flowing through the fuel clause and 20\ flowing to 

shareholders below the line. Exhibit No .11 KAB- 5 shows this 

in detail. This margin can be considered an overall 

benefit from the sale with no dollars "ear-marked" f or 

transmission. 

How has Tampa Electric treated transmission revenues 

associated with Broker transactions since Rule 888? 

Beginning on January 1, 1997, Tampa Electric h.:.s h.1d to 

modify the treatment of the matqin lr••m htllket s,des. A 

match on rhe brok~1 will not occur between Tampa ~lectr1c 

and a purchaser unl ess the sales marg1n 1s .H least 

j 
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equivalent to Tampa 

L1ansaction. From 

269 

Electric's t rnrwrnl .>B lOn rate 

the mar·g in, tevenue s Pqual 

for the 

to the 

transmission rate ate credited above the lin~ to operating 

revenues. Remaining margin revenues are nhared 80/20 with 

80\ flowing through the fuel clause to ll'\ .tll c ustomF-ra and 

20\ to the shatC>hold<•!n below tlw lrrH· . See Exhibit 

No Jl KAB- 5. 

Is Tampa Electric's pre::;ent treatrnenr of n editing these 

tra~smission revenues above the line a fa11 and reasonable 

response to the implementation of FERC Ord~r 888? 

Yes. As Mr. Kordecki has po1nted out 1n his direct 

~est imony, FERC has in effect, requ1red us to trPat these 

imputed transmission revenues fro~ broker sales in 

precisely the same way as other third party transmission 

revenues would be treated for FERC JUrlsdictinnal 

transmission ratemaking purposes. 

What i; involved in this approach? 

Transm ssion is treated 1n rate base as .t 1~tP base asset 

for both the wholesal~ and retail jur1ud1rt ions. Provided 

there : s prudent management o f rate bd!:>e ttnd t·xpenseB by a 

utility, a utility lll l'lllitled l u tho• ro•o·ovt•fy ol ltS 
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costs. In the case of rate baned t ransrn1ssiott assets, the 

recovery of costs means the t ecovery of revenue 

requirements, which include cicpreci at ion, operat 1ng 

expenses, returns on 1nvestmenL c~nd taxes. These revenue 

requirements are recovered Lhroug~ base rates in both the 

retail and wholesale j ur isdict 1ons. Thus, r hcsP ('011 1 11 "t ,. 

not dPalt with in the (UI•l u t ut lwt l'OSt recovery clauses 

in either the wholesale or r e tail jurisdicti .:ms. 

Therefore, revenue crediting of transmission revenues must 

be accomplished within the base t ate part- of t l e total 

rate. 

Is your proposal consistent with current Commission 

practices and in the interest of retail c ustomers? 

Yes. This proposed treatment is ~ntirely consistent with 

the way this Commission has treared thitd patty 

transmission revenues for ratemaking purposes. In past 

electric rate cases, the Commission has ordered utilities 

to revenue credit transmission revenues for retail 

ratemaking purposes. Most recently, for Tampa Electric this 

was done in its last rate case, DockPt No. q20~24 El. 

Tampa Electric's proposal ~lao allows reta1l customers to 

benefit fully from transmission r·elated revenues by 

5 
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crediti ng this amount to ,1bove the line oper1t 1ng l'<'Vf'nue. 

This accounting treatment has the pfft.'t t of both postponing 

the need (or a rate adjustment arad decreasing the t·esulting 

revenue requirement when retail rates are rlt xt .tdJII!lLed on 

the bas1s of a cost of service a nalysi s. In the case of 

Tampa Electric, this benef1t to reta1l custnmt'lll in PVC'Il 

more immediate due tu the cf feet of the HOE sharing 

mechanism in the October, 1996 st ipu!auon on earnings 

rates which, in effect, operates as an "instant ratemaktng" 

mechanism. 

In addition, Tampa Electric's proposal gives retail rate 

customers the benefit above the line of revenues that wo uld 

have been allocated to shareholders below the line under 

the pre Order 888 approach. 

Please elaborate on tl.is last point. 

Let me illustrate this point by referring to Exhibit 

No.llKAB-5. In Exh~bit No.U,KAB -5 , I posit an economy energy 

transaction where scll<•t •a incremPntaJ cost 1s $20.00, 

buyer's decremental cost is $30.00 and rhc· 1('!1\Jlt 1119 

transaction pri ce, on ol nplil till' IJ<IVlll<JH l k i HlS, lS $::::.0.00. 

Thin 1t1 tht! cxdmple th,ll waR used at ~he May 30, 1997 

workshop on the trciltment of ttansmls:>i o n r·evenue:; t 1 t·m 
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Broker transactions. 

caused by Order 888, the 1wt benc~llt 1 0 tlw seller 

asSOClated with LlHB tJ",llltl.l<"lltHl liJ .1 q,tin o f Sr>.OO. 

Under the regulatory ilfiiJl O.wh t.o Lhl!l sdle wh1ch Tdmpa 

Electrlc would have applled p1101 to Onlt•r llllll, ~4 .00, or 

80\ o( the $5.00 ga1n, would h..tvc: !Jt't'n t l~)Wt•d to tdl L' 

payers through the fuel clcJuoc tlnd ::;1.00 "'ould have been 

credited to shareholders below the l1 ne. Under Tampa 

Electric's proposed post Order 888 appt oach, Sl .60 of the 

$5.00 gain, representing the 1mputed transmissi o n revenuLs, 

would be credited to above the l1ne ope rat 1ng revenue 

enuring to the benefit of retail customers ds descri0e~ 

above and as shown in Exhibit No. l.!KAB -5 . 80\ of the 

remaining $3.40 benef1t, or $2.72, would be credited to 

retail customers through the fuel clauaP te su 1 tlng in a 

total benefit to reta1l customers of $4.32 ($1.60 + $2.72) 

as opposed to the $4. 00 benef i L whi ch ret a i 1 customers 

would have enjoyed under the pre Order 888 apptoach. The 

shareholders, on the other hand, are allocJLed onl y $0.68 

below the line as opposed to tlw $1.00 whi ch wou ld havt. 

been allocated below the luw under the pre Order 888 

approach. 

In ettect, unde1 T.unp~ Elect t " l C • :; p1 opusal, the I 

., 
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shareholdet5 would transfPt .1 port 1011 of the11· below the 

l1ne incentive to retail cunt o nu·r:; 111 th•• ( ot·mol .~buve the 

1 ine operatH•9 revenue, <II 111 thlH ~Xdmplc. 

Thel'efor·e, not only .tlt' rf't .& 11 cu:lll>mer·s held h..!tmless 

under Tampa Elect rice propu:;o~l, but they are actually 

better off. 

Has Rule 888 changed the w.ty T1mp.t Electtir treats costs 

associated wi · h purchaseo mo~d•· o n t ht• l.n oke r· syAt ~m·? 

No. Tampa Electric continuen to recover these costs, anj 

retail customers continue to realize the sav1ngs of a 

Broker purcnase through the Fue 1 <1nd Purchase Power Co'lt 

Recovery Clause. 

Does this conclude your teRtlmony? 

Yes it does. 



1 Q (By Kr. Willi•> Would you please summarise 

2 your testimony? 

3 

4 

'ies. 

Good atternoon, Commissioners . I've 

5 testified in this proceeding to the issue of the 

6 appropriate treatment or transmission revenues for 

7 broker transactions since t .he issuance or C\!'len access 

8 rule, FERC 888 and 888-A. I ' d like to summarize that 

9 testimony for you now. 
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10 Prior to Rule 888 and 888-A, no dollars from 

11 broker sales were earmarked tor ~~ansmission and 100% 

12 of the margin from these sales was shared 80/20 with 

13 the customer: BOt flowing to the fuel clause a nd 20% 

14 below the line to shareholders. 

15 On January 1st, 1997, certain dollars 

16 associated with broker sales are now recognized as 

17 transmission revenues as per the rule, which in effect 

18 required the utilities to begin treating themselves as 

19 third-party users of their transmission syst6ms, and 

20 to account tor them in a separate FERC subaccount. 

21 These third-party transmission dollars are 

22 contribution to fixed costs. And to be consistent 

23 with third-party transmission revenues where the 

24 commission ordered these revenues to be retained in 

25 base rates as a credit to revenue requirements, Tampa 

FLORIDA P1JBLIC SBJlVICB COJOIISSIO. 
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1 Electric Company seeks the approval of this Commission 

2 to credit these broker transmission revenues in the 

3 same manner: as a credit to revenue requirements and 

4 above the line operating revenue. The remaining 

5 margin would continue to be shared 80/20 between 

6 customer and company. 

7 Commiss i on approval of Tampa Electr i c's 

8 proposed treatment will give the ratepayers the 

9 benefit of all of the transmission revenues. 

10 With regard to Staff's proposed exhibit 

11 which compares utility treatments of transmission 

12 revenues of Rule 888, we believe that the title of 

13 Line J , stockholder gaiu , is not appropriate for Tampa 

14 Electric. This is the case due to the general 

15 stipulation on rates and earnings under which Tampa 

16 Electric is operating, and which calls f o r customer 

17 and company to share above the line operating 

18 revenues. I just wanted to make that clarification . 

19 Thank you. 

20 

21 

22 

23 

24 

25 

XR. WILLIS: Tender the witness. 

~RXAH JOHNSON: Mr. Childs. 

KR. CHILDS: No questions. 

Ka, •cOBBs No questions. 

KR. STOHBs No questions. 

CBA: RXAN JOBHSON: Public Counsel. 

FLORIDA PUBLIC SBRVICB COXXISSIOB 
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1 CROSS BXAMIHATIOH 

2 BY MR. BURGBSSz 

3 Q Yes. You indicated -- you used the term 

4 "benefit fully" and I notice in your testimony of June 

5 23rd, at the bottom of Page 5, you use the term "that 

6 this treatment allows the retail customers to benefit 

7 fully." What do you mean benefit fully? What is the 

8 notion of tha t ? As opposed to the 80/20? Is it 

9 something they are getting a better deal on? 

10 Now that the transmission revenues -- now 

11 that transmission revenues are identified as separate 

12 revenu0s, 100% of those revenues are retained abuve 

13 the line. So at the next rate proceeding, when rates 

14 are reduced by that amount -- or revenue requirements 

15 are reduced by that amount, excuse me, that benefit is 

16 to the ratepayers. 

17 Q Couldn't you just as well allow them to 

18 benefit fully by passing it through lOOt as a specific 

19 segregated transmission amount through the fuel 

20 adjustment clause? 

21 I think one other possibility when I was 

22 writing this was that they would continuP to be 

23 separated 80/20 with the rest o! the margin. And in 

24 this respect 100' would go to them via reduction in 

25 revenue requirement. 

rLOR!OA PUBLIC SZRVICB COXMISSIOB 
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1 Why would they need to if you separated them 

2 out as transmission and simply credited a& 

3 transmission revenues and credited it through the fuel 

4 adjustment? 

5 A I'm sorry, why would they need to --

6 Why would you need to do a 80/20 split? 

7 A My point was that if the margin wer.e split 

8 80/20, then 20\ ot the transmission revenues would 

9 have gone below the line and the customer would not 

10 have received lOOt of the benefits of transmi~sion 

11 revenues. 

And my question is simply can't you do the 

13 same thing in the fuel adjustment clause? Just 

14 consider it one ot the costs that gets passed through 

15 directly as opposed to the -- as opposed to a margin, 

16 which is separated 80/20? 

17 And I would have to refer back to when 

18 Mr. Howell was explaining the inequity problem with 

19 pasaing back lOOt through the retail fuel clause. 

20 0 In this case isn't it -- let me ask you 

21 this: You indicate that -- on the next page that this 

22 is going to go back, and you've also mentioned thi 3 is 

23 going to go back in instant ratemaking bec ause of an 

24 agreement. Are you talking about if earnings go above 

25 a certain level there's an agreement to refund an 

FLORIDA PUBLIC BBRVICB COKKISSI05 



1 amount back? 

2 

3 

A 

Q 

That's correct. 

But it's got to go above a certain level 

4 before there's a sharing with the customers; is that 

5 correct? 

6 

7 

A 

Q 

That's correc~ . 

So it it d~esn't go above that level, then 

8 there is no sharing of thjs with the customers; is 

9 that correct? 

10 There's no sharing of them -- under that 

11 stipulfttion as an instant ratemaking share. 

27 8 

12 Q And even when there is, I thought there were 

13 certain thresholds. The first threshold is the 60/40 

14 split? 

15 

16 Q 

That is correct . 

So then the customers would get 60\ o f this 

17 full benefit? 

18 There would be a sharing of the operating 

19 revenues. 

20 Q And even that amount is deferred until the 

21 following year, isn't it, and considered part of the 

22 earning• of the following year? 

23 Yes. And I would have t o •ay I'm not an 

24 expert on the stipulation . 

2 5 Q Do you know whether there's also an 

rLORIDA PUBLIC SBRVICB COXKISSIO• 
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1 additional 60/40 split in the foll owing year? 

2 

3 

A 

Q 

The following year being which year? 

Being the second year after there are these 

4 full benefits that are shared by customers to the 

5 above the line treatment in base rates? 

6 Wo share through 1999 and that' ' what I 

7 know. 

8 Q But if the customers are receiving 60\ one 

9 year and then that's deferred to the next year, which 

10 again contains a 60\ threshold, then you're down to 

11 36\ of the sharing for the benefit of the customers? 

12 (Pause) 

13 You've indicated that you aren ' t that 

14 familiar with the stipulation 

15 A That's correct . 

16 Q -- so I ' ll withdraw that question. 

17 J(R. BUJlOISSI That's all I have, 

18 Commissioners . 

19 

20 

xs. KAUFKAWs I have no questions. 

~I~ JOS.SOHI Staff . 

21 xs. PAUOBt Staff has an exhibit we'd like 

22 to distribute, please . While Tom is doing that, I can 

23 ask the question . 

24 

25 

FLORIDA PUBLIC SBRVICB ~SSIO. 
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1 CROSS BXAKIMATIO. 

2 BY 118. PAUGBa 

3 Q Is TECO a net purchaser or net sell~r on the 

4 broker system, ~s. Branick? 

5 A nt"t seller . 

6 xs. PAUGBs We would request that this 

7 exhibit be marked tor identific ation. 

8 ~RNAB JOBXSO•r It will be marked as 

9 Exhibit 12 and identified "Economy Sale by TECO . " 

10 (Exhibit 12 marked tor identification.) 

11 Q (By ... Pauqh) This document is based on 

12 your KAB-5. However, it revises your $1 . 60 

13 transmission charge to a $J transmission charge tor 

14 purposes ot consistency with the other utilities' 

15 testimony and tor clarity ot comparison by this panel. 

16 Do you want to take a moment to review the document? 

17 (Pause) 

18 A It's correct . 

19 Q Does the price ot this transaction remain 

20 the same as before FERC Order 888? 

21 

22 

23 

A 

Q 

A 

You mean the same betore as attar? 

Yes. 

Yes . 

24 Q Is the transmission component an incremental 

25 cost ot this sale? 

FLORIDA PUBLIC SBRVICB COXMI88IO. 
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2 

A 

0 

3 Order 888? 

281 

No. 

Are there any new coats as a result of FERC 

4 A That's a question? Excuse me, could you ask 

5 that again? 

6 0 

7 Order 888? 

8 

9 

A 

0 

Are there any new coats as a ~esult of FERC 

~o. 

Does Tampa Electric intend to bill the buyer 

10 separately for the $3 transmission charge? 

11 No. 

12 0 Before FERC Order 888, Tampa Electr4c's 

13 retepayers would see an immediate net fuel credit of 

14 $4 when Tampa Electric made such a sale, is that 

15 correct, based on this example o! Exhibit 12? 

16 

17 

A 

0 

Yes. 

And after FERC Order 888, the immediate net 

18 fuel credit for ratepayers is reduced to $1.60; is 

19 that correct? 

20 

21 

A 

0 

Yes. 

How would Tampa Electric propose that the 

22 buyer recover the transmission cost or this 

23 transaction? 

24 The buyer isn't charged a transmission 

25 charge. 

FLORIDA PUBLIC SBRVICB COXKI88IO. 



Q 

A 

so the buyer has no cost for transmission? 

He paya the tranaaction price from above . 

282 

1 

2 

3 0 Is it your testimony that if the buy~r flows 

4 the transmission cost directly to the ratepayers 

5 t .hrough the fuel clausa and the seller credits the 

6 transmission revenues to operating revenue -- I'll 

7 withdraw that question. 

8 I'd like to address wheeling for a moment. 

9 Old wheeling charges affect the tranaaction price or a 

10 broker sale prior to FERC Order 888? 

11 A That's my understanding, yes. 

12 Q Broker sales are nonfirm in that they are 

13 recallable; is that correct? 

14 

15 

A 

Q 

Yes . 

Thus likewise the transmission revenues are 

16 nonfirm or volatile; is that correc~? 

17 To the extent that a transaction is not made 

18 there would be no transmission revenues. 

19 Q I would refer you now to Page 6, Lines 2 

20 through 5 of your dire=t testimony. Will you please 

21 read that section? 

22 A "This accounting treatment has the effect of 

23 both postponing a need tor a rate adjustment and 

24 decreasing the resulting revenue requ1rement when 

25 retail rates are next adjusted on the basis of a cost 

rLORIDA PUBLIC SBRVIC8 COKKISSIO. 
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1 of service analysis." 

2 Q Is it your testimony that one of the 

3 benefits of crediting revenues above the line is a 

4 decrease in revenue requirements when retail rates are 

5 next set? 

6 

7 

A 

Q 

Yes. 

Now, suppose that TECO filed fo'-· a rate case 

8 next year. In order to capture the revenue 

9 requirement reduction due to these transmission 

10 revenues, a proJection ot broker sales would hav9 to 

11 be made for the test year; is that correct? 

12 

13 

Yes. 

~d broker sales are difficult to project, 

14 which is why the Commission moved them from base rates 

15 into the fuel clause in order number -- I believe 

16 beneticially noticed it's 12923 in Docket 830001; is 

17 that correct? 

18 

19 

A 

Q 

20 sales? 

That's what that order says. Yes. (Pause ) 

Did wheeling rates affect gain on broker 

21 A They would affect the buyer's gain. 

22 Q Okay. What about the seller's gain j n the 

23 80/20 split? 

24 

25 

A 

Q 

No. The buyer p~ys the wheeling. 

Ms. Branick, do you have a copy of the 

FLORIDA PUBLIC SBRVICB COXXISSIO. 



1 exhibit marked as No . 4 with you? 

2 

3 

A 

Q 

That's the comparison of the utilities? 

No . That's the Florida Power corporation 

4 generated document entitled "Nondirect ly 

5 I nterconnected Utilities Example . " 

6 Yes. 

7 Q Do you agree where it says fuel adjustment 

8 clause is c redited 80\ of gain with the calculation 

9 that $5 times .8 equals $4? 

10 Yes. 

11 xs. PAUOBs We have no further questions. 
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12 ~RKAH JOBBBOH& Commissioners? Redir~ct? 

13 RBDiaBCT BXAKIRATIO. 

14 BY KR. WILLIS& 

15 Q Ms. Branick, is the reason for treating 

16 transmission revenues above the line that the 

17 transmission revenues are a contribution to fixed 

18 costs? 

19 

20 

21 

A 

Q 

A 

That's correct. 

Could you explain that, please? 

At the next time that rates are determined 

22 for retail customers, these revenu~s would be treated 

23 as a reduction in the revenue requirement for those 

24 rates. 

25 Q Isn't it true thAt Order 888 created the 

PLORIDA PUBLIC SBRVICB COKXIBSIO. 



1 situation where transmisoion r e venues had to be 

2 identified? 

3 

4 

A 

0 

That is correct. 

Okay. Now, with respect to a rate 

5 proceeding, both before and after Order 888, wouldn't 

6 it be true that the company would have to project 

7 whatever transmission revenues it may receive in the 

8 test period? 

9 A It would, yes. 

10 

11 questions. 

12 

13 

KR. WILLISs Thank you. No further 

CBAIRKAB JOBMSOHI Exhibits. 

KS. PAOGBs We would request Exhibit 12 be 

14 moved into the record. 

15 XR. WILLISs Move 11. 

16 CBAI~ JOBHSONI 11 and 12 will be 

17 admitted without objection. 

18 (Exhibits 11 and 12 received in evidence.) 

19 CBAIRXAH JOBHSONI Thank you, ma'am. 

20 (Witness Branick excused.) 

21 KS. PAOGBs Staff also requests that 

22 Exhibit 3 be moved into the record. 
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23 CBAXRXAH JOHNSON : Is there any objection to 

24 Exhibit 3? 

25 xa. STONEs I continue my objection to 

rLOAIDA PUBLIC SBRVICB COKX~SSIO. 



1 Exhibit 3 . There's information that thie is compiled 

2 that is attributed to Gult . There were no questions 

3 asked or Gulf's witnesses. There's no person that's 

286 

4 before the commission to explain how this was compiled 

5 and how this i.1tormation was derived, and, ther.efore, 

6 it is not appropriate to be admitted as an exhibit. 

7 There was no sponsor. 

8 MR. WXLLIS& Tampa Electric also objects to 

9 it . In addition to the grounds stated by Mr . Stone, 

10 the -- with particular, the Line J, which describes 

11 certain amounts as stockholder gain between rate cases 

12 is incorrect, it ' s mislabled, and distorts exactly 

13 what those numbers are or purport to be. And for that 

14 reason it -- we agree that it should not be admitted 

15 int o evidence . 

16 

17 

CBAI~ Joa.so•a starr . 

MS. PAUGBJ This exhibit was generated based 

18 on the testimony ot the parties . It ' s correct. It is 

19 based on their testimony and exhibits . 

20 CBAI~ Joa.so•a It ' s based upon testimory 

21 that's been admitted and exhibits? 

22 MS. PAUGH& Yes. The exnibits attached to 

23 the testimony. 

24 MR. WILLI81 That's the whole point . We did 

25 not teati!y to what's on this exhibit. And with 
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1 particularity, Line J, which is labeled "Stockholder 

2 Gain Between Rate Cases," when we know specifically 

3 throuqh the basis of the testimony of both Gulf's 

4 witness and Tampa Electric is witness that that's 

5 incorrect. 

6 

7 

8 correct. 

CHAIRJIAB JOBllfSOBI Staff. 

MS. PAOGBa staff maintains tMat it's 

9 CHAIRXAB JOS.SOBr Staff, tho parties are 

10 raisinq some qood points with respect to the 

11 information. If there's no one that testified as to 

12 like Line J, nor have we boen able to verify the 

13 information that's in here through a witness. 

14 xs. PAUGBa Madam Chairman, if I could make 

287 

15 this a bit easier. We would agree to omit Line J from 

16 the exhibit and submit it as a reviced exhibit. 

17 CBAI~ JOBllfSOBI Gulf, what other 

18 information --

19 

20 review it. 

21 

22 same. 

23 

KR. STOBB' If I may take take moment to 

CBAI~ JOBllfSOWa If TECO could do the 

MR. WILLISa That would be fine with that 

24 change. (Pause) 

25 KR. STOBBs With the omission of Line J we 
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1 would have no further objection . 

2 CBAI~ JOBM805& Okay. Then Staff wlll be 

3 submitting a revised Exhibit 3 that will be basically 

4 the same but will not include J. 

5 IOl. &TO .. & Is it also my understanding they 

6 would omit the column with regard to Florida Power 

7 Corp after 7-9-?6 that was previously omitted? 

8 KS. PAUGBa That is correct , Madam Chairman . 

9 We will send copies ot the rovised exhibits to all ot 

10 the parties as well. 

11 CBAIRXAB JOBMSOHa Okay. How do I do this 

12 procedurely? I haven't seen the document either, but 

13 could I go ahead and admitted it as revised, or it 

14 will be admitted it none ot the parties object. 

15 IOl. WILLIS& It's like a late- filed exhibit. 

16 liB. PAUGH a Let's make it a late-tiled 

17 exhibit. 

18 CBAIRKAB JOS.805& Okay. And we'll just 

19 identify it as Late-tiled Exhibit 13, and we'll show 3 

20 withdrawn. And it will be Revised Summary of Proposed 

21 Regulatory Treatment ot Brokor Sales. 

22 (Late-Filed Exhibit 13 identified.) 

23 (Exhibit 3 withdrawn.) 

24 

25 

CBAI~ JOBMso•s Any other matters? 

liB. PAUGBs We need to identify the 
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1 remainder of the exhibits for issues that were 

2 stipulated. 

J 

4 

5 

6 

CBAlRKAB JOBHSOBI Okay. 

MS. PAUGBI Shall I take the lead? 

CBAIRXAB JOBHSOWI Yes, ma'am. 

xs. PAUGH: JS-1 can be identified as 

7 Exhibit 14. JS-2,15; JS-3, 16; KAW-1 --

8 

9 been --

10 

CBAIRKAB JOS.SOWI Those have already 

xs. PAUGBI Has already been identified as 

11 Exhibit 1, KHW-2 has already been iuu,, .. _ f1111u as 

12 Exhibit 2. DBZ--1 will be Exhibit 17. DBZ-2, 18. 

13 RS-1, 19. RS-2, 20. RS-3, 21 . KMD-1, 22. KMD-2, 

14 23. GMB-3, 24. KMD-3, 25. MV-1, 26. MV-2, 27 . 

15 MF0-1 --

16 CHAIRMAN JOBHSON: Hold on one second. We 

17 have a MV-1 and MV-2, don't we? 

289 

18 KR. STORZ: I believe they were 5 and 6 when 

19 they were earlier. 

20 KB. PAUGH: Oh, those have been entered. 

21 I'm sorry, I did not make a note of it. 

22 KS. PAUGH& Dropping back, MV- 2 would 

23 become - - I'm sorry MF0-1 is 26; is that correct? 

24 xs. PAUGBr Lawyars can't add or subtract. 

25 MF0-2 is 27 MWH-1 is 28. MWH 2 i& 29. 
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1 CHAIRKAB JOBNSONI No. That would be 8. 

2 MWH-2 will be 8. It's already been admitted . 

3 KS. PAUGH: I apologize. SDC-1, Exhibit 29 . 

4 SDC-2, 30. GDF-1, ~ 1. GDF-2, 32, KAB-1,33; is that 

5 correct? 

6 CBAIRXAB JOBHSONI Yes. KAB-2, 34. KAB-5, 

7 35 -- KAB-3, 35. KAB-4, 36. 

8 HR. WILLISt Let me just point out that that 

9 4 was -- I think the title in the Prehearing Order is 

10 incorrect. It should be "Deferred Revenue Plan 

11 $25 million Refund, "is the title for KAB-4. 

12 KS. PAUGBI It should read Deferred 

13 o. WILLISI "Deferred Revenue Plan 

14 25 mi llion Refund." 

15 

16 

17 

18 

19 admitted . 

20 

21 

22 9. 

KS. PAUGBI I've made the change . 

KR. WILLISI Okay. 

MS. PAUGBs KAB- 5, economy sales by TECO. 

CHAIRMAN JOKNSONs It's 11. That's been 

KS. PAUGBr GJK-1. 

CHAIRMAN JOKNSONs That was also admitted as 

23 MS. PAUGBI GAK-1 would be 37 . GAK-2, 38. 

24 GAK-3, 39 . CRB-1, 40 . That is all of the exhibits . 

25 CBAlRMAH JOKNSOH: Okay . They've all been 
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1 marked and identified. Show them all admitted without 

2 objection . 

3 (Exhibits 14 through 40 marked for 

4 identification and received in evidence . ) 

5 - - -

6 (Transcript continues in sequence in 

7 Volume 3.) 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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