AUSLEY & MCMUILLEN

ATTORNEYS AND COUNSELORS AT LAW

227 SOUTH CALHOUN STREET
P.O. BOX 39 (ZIP 32302)
TALLAHASSEE, FLORIDA 2230!
(850) 224-2115 FAX (B50) 222-7560

September 27, 2002

BY HAND DELIVERY

Ms. Blanca S. Bayo, Director

Division of Commission Clerk and
Administrative Services

Florida Public Service Commission

2540 Shumard Oak Boulevard

Tallahassee, Florida 32399-0850

Re:  Compliance Filing Concerning Proposal to Establish GridFlorida
As a Regional Transmission Organization; Docket No. 020233-EI

Dear Ms. Bayo:

Enclosed for filing in the above referenced are the original and fifteen (15) copies of
Prepared Joint Direct Testimony of William R. Ashburn on behalf of Tampa Electric Company and
Florida Power & Light Company.

Please acknowledge receipt and filing of the above by stamping the duplicate copy of this
letter and returning the same to this writer.

Thank you for your assistance in connection with this matter.

LLW/bjd
Enclosures

cc: All Parties of Record (w/encl.)
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CERTIFICATE OF SERVICE
DOCKET NO. 020233-E1

I HEREBY CERTIFY that a true and correct copy of the foregoing has been furnished
by U. S. Mail and electronic mail (*), facsimile or overnight courier this 27th day of September,

2002 to the following:

FLORIDA PUBLIC SERVICE
COMMISSION

William Cochran Keating, [V (*)

Jennifer S. Brubaker

Division of Legal Services

Florida Public Service Commission

2540 Shumard Oak Boulevard

Tallahassee, FL. 32399-0850

Ph: 850-413-6193

Fax: 850-413-6194

e-mail: wkeating(@psc.state.fl.us
ibrubake{@psc.state.fl.us

OFFICE OF PUBLIC COUNSEL

Office of Public Counsel (*)

Jack Shreve/]. Roger Howe

111 W. Madison Street, #812
Tallahassee, FL 32399-1400

Ph: 850-488-9330

Fax: 850-488-4491

e-mail: howe.roger@leg.state.fl.us

TAMPA ELECTRIC COMPANY

Lee L. Willis (*)

James D. Beasley

Ausley & McMullen

Post Office Box 391

Tallahassee, FL 32302

Ph: 850-224-9115

Fax: 850-222-7952

e-mail: Iwillis@ausley.com
jbeasley(@ausley.com

Attorneys for Tampa Electric Company

Harry W. Long, Jr. (*)

Assistant General Counsel
Tampa Electric Company

Post Office Box 111

Tampa, Florida 33601

Ph:  813-228-7102

Fax: 813-228-1770

e-mail: hwlong@tecoenergy.com

Tampa Electric Company (*)
Angela Llewellyn

Regulatory Affairs

Post Office Box 111

Tampa, FL. 33601-0111

Ph:  813-228-1752

Fax: 813-228-1770

e-mail: alllewellyn(@tecoenergy.com

Michael J. Rustum (*)

Dickstein Shapiro Morin & Oshinsky
2101 L Street N.W.

Washington, DC 20037-1526

Ph:  202-861-9178

Fax: 202-887-0689

e-mail: rustumm(@dsmo.com

FLORIDA POWER CORPORATION

Florida Power Corporation (*)

James A. McGee, Esquire

Post Office Box 14042

St. Petersburg, FL 33733

Ph:  727-820-5184

Fax: 727-820-5519

e-mail: jmcgee(@tampabay.rr.com
Attorney for Florida Power Corporation
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Gary L. Sasso (*)

James M. Walls

Carlton Fields Law Firm

Post Office Box 2861

St. Petersburg, FL 33731

Ph: 727-821-7000

Fax: 727-822-3768

e-mail: gsasso(@carltonfields.com

David E. Goroff (*)

Peter K. Matt

Bruder, Gentile & Marcoux, L.L.P.

1100 New York Avenue, N.W.

Suite 510-East

Washington, D.C. 20005-3934

Ph:  202-783-1350

Fax: 202-737-9117

e-mail: degoroffi@brudergentile.com
Attorneys for Florida Power Corporation

Florida Power Corporation (*)

Paul Lewis, Jr.

106 East College Avenue, Suite 800
Tallahassee, FI. 32301-7740

Ph:  850-222-8738, 727-820-5184
Fax: 850-222-9768

e-mail: paul.lewisir@@pgnmail.com

FLORIDA POWER & LIGHT CO.

Rutledge Law Firm (¥)

Kenneth Hoffman

Post Office Box 551

Tallahassee, FL. 32301

Ph: 850-681-6788

Fax: 850-681-6515

e-mail: ken@reuphlaw.com

Attorneys for Florida Power & Light Co.

Bill Walker (*)

215 South Monroe Street, Suite 810
Tallahassee, FL. 32301-1859

Ph:  850-521-3900

Fax: 850-521-3939

e-mail: bill walker(@fpl.com

R. Wade Litchfield, Esq. (*)
Law Department

Florida Power & Light Company
700 Universe Boulevard

Juno Beach, FL. 33408-0429

Ph:  561-691-7101

Fax: 561-691-7135

e-mail: wade litchfield@fpl.com

CALPINE CORPORATION

DUKE ENERGY NORTH AMERICA

MIRANT AMERICAS DEVELOPMENT
INC.

Leslie J. Paugh, P.A. (*)

Post Office Box 16069

Tallahassee, FL 32317-6069

Ph:  850-656-3411

Fax: 850-656-7040

e-mail: Ipaugh@paugh-law.com
Attorneys for Calpine Corporation,
Mirant Americas Development, Inc.
Duke Energy North America

Calpine Corporation (*)
Thomas W, Kaslow

Joe Regnery

The Pilot House, 2nd Floor
Lewis Wharf

Boston, MA 02110

Ph:  617-723-7200, ex. 393
Fax: 617-557-5353

e-mail: tkaslow(@calpine.com
e-mail: jregnery@calpine.com
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Duke Energy North America (*)
Lee E. Barrett

5400 Westheimer Court

Houston, TX 77056-5310

Ph: 713-627-6519

Fax: 713-627-6566

e-mail: lebarrett@duke-energy.com

Mirant Americas Development, Inc. (*)
Beth Bradley

1155 Perimeter Center West

Atlanta, GA 30338-5416

Ph: 678-579-3055

Fax: 678-579-5819

e-mail: beth.bradley(@mirant.com

DYNEGY INC.
ORLANDO UTILITIES COMMISSION

Gray, Harris & Robinson, P.A. (*)

Thomas Cloud/W.C. Browder/P. Antonacci

301 East Pine Street, Suite 1400

Orlando, FL 32801

Ph:  407-244-5624, 407-843-8880

Fax: 407-244-5690

e-mail: tcloud@grayharris.com
cbrowder(@gravharris.com

Attorneys for Dynegy and OUC

Orlando Utilities Commission (*)
Wayne Morris/Thomas Washburn
Post Office Box 3193

Orlando, FL. 32802-3193

Ph:  407-423-9100, 407-384-4066
Fax: 407-423-9198

e-mail: twashburn{wouc.com

Dynegy Inc. (*)

David L. Cruthirds

1000 Louisiana Street, Suite 5800
Houston, TX 77002-5050

Ph:  713-507-6785

Fax: 713-507-6834

e-mail: david.cruthirds@dynegy.com

SEMINOLE ELECTRIC
COOPERATIVE, INC.
SEMINOLE MEMBER SYSTEMS

Foley & Lardner Law Firm (*)

Thomas J. Maida/N. Wes Strickland

106 East College Ave., Suite 900

Tallahassee, FL. 32301-3369

Ph:  850-222-6100, 850-513-3369

Fax: 850-224-3101

e-mail: tmaida@foleylaw.com
nstrickland@foleylaw.com

Attorneys for Seminole Electric Coop.

William T. Miller (*)

Miller Law Firm

1140 19th St., NW, Suite 700

Washington, DC 20036

Ph:  202-296-2960

Fax: 202-296-0166

e-mail: wmiller@mbolaw.com

Attorneys for Seminole Electric
Cooperative, Inc.

Seminole Electric Cooperative, Inc. (¥)
Timothy Woodbury

16313 North Dale Mabry Highway
Tampa, FL. 33688-2000

Ph:  813-963-0994

Fax: 813-264-7906

e-mail: twoodbury(@seminole-electric.com
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FLORIDA ELECTRIC
COOPERATIVES ASSOC., INC. (*)

Michelle Hershel

2916 Apalachee Parkway

Tallahassee, FL. 32301

Ph: 850-877-6166

Fax: 850-656-5485

e-mail: mhershel(@feca.com

CPV ATLANTIC, LTD.
PG&E NATIONAL ENERGY GROUP
CO.

Jon Moyle/Cathy Sellers/Dan Doorakian (*)
Moyle Law Firm

The Perkins House, 118 N Gadsden St.
Tallahassee, FL. 32301

Ph: 850-681-3828

Fax: 850-681-8788

e-mail: jmovlejrf@moylelaw.com

Attorneys for CPV Atlantic, Inc.

PG&E National Energy Group Co.

PG&E National Energy Group Co. (*)
Melissa Lavinson

7500 Old Georgetown Road
Bethesda, MD 20814

Ph: 301-280-6887

Fax: 301-280-6379

e-mail: melissa.lavinson{@neg.pge.com

RELIANT ENERGY POWER
GENERATION, INC.

McWhirter Law Firm (*)

Vicki Kaufman/Joseph McGlothlin

117 S. Gadsden Street

Tallahassee, FL. 32301

Ph:  850-222-2525

Fax: 850-222-5606

e-mail: jmcglothlin@mac-law.com
vkaufman@mac-law.com

Attorneys for Reliant Energy Power

Generation, Inc.

Reliant Energy Power Generation, Inc. (*)
Michael Briggs

801 Pennsylvania Ave., Suite 620
Washington, DC 20004

Ph:  202-783-7220

Fax: 202-783-8127

e-mail: mbriges@reliant.com

FLORIDA INDUSTRIAL POWER
USERS GROUP

McWhirter Law Firm (*)

John McWhirter

Post Office Box 3350

Tampa, FL 33601-3350

Ph: 813-224-0866

Fax: 813-221-1854

e-mail: jmcwhirter@mac-law.com
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McWhirter Law Firm (*)

Timothy J. Perry

117 S. Gadsden Street

Tallahassee, FI. 32301

Ph:  850-222-2525

Fax: 850-222-5606

e-mail: tperry(@mac-law.com

Attorneys for Florida Industrial Power
Users Group

REEDY CREEK IMPROVEMENT
DISTRICT
WALT DISNEY WORLD

Sutherland Asbill & Brennan LLP (*)
Daniel Frank

1275 Pennsylvania Ave., NW
Washington, DC 20004-2415

Ph:  202-383-0838, 202-383-0100
Fax: 202-637-3593

e-mail: dfrank@sablaw.com
Attorneys for Reedy Creek and

Walt Disney World

John Giddens (*)

Reedy Creek Improvement District
Post Office Box 10000

Lake Buena Vista, FL 32830

Ph:  407-824-4892

Fax: 407-824-5396

e-mail: john.giddens(@disney.com

Lee Schmudde

1375 Lake Buena Drive
Fourth Floor North

Lake Buena Vista, FL 32830
Ph: 407-828-1723

Fax: 407-828-4311

FLORIDA MUNICIPAL POWER
AGENCY

Frederick M. Bryant/Jody Lamar Finklea (*)

2061-2 Delta Way

Tallahassee, FL. 32303

Ph:  850-297-2011

Fax: 850-297-2014

e-mail: [red.brvant@fmpa.com

jody.Jamar.finklea@fmpa.com

Attorneys for Florida Municipal Power

Agency

Spiegel & McDiarmid (*)

Cynthia Bogorad/David Pomper/J. Schwarz

1350 New York Ave., NW, Suite 1100

Washington, DC 20005-4798

Ph:  202-879-4000

Fax: 202-393-2866

e-mail: cynthia.bogorad(@spiegelmed.com

Co-counsel for Florida Municipal Power
Agency

Florida Municipal Power Agency (*)
Robert C. Williams

8553 Commodity Circle

Orlando, FL 32819-9002

Ph:  407-355-7767

Fax: 407-355-5794

e-mail: bob.williams(@{mpa.com
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CITY OF TALLAHASSEE
LAKELAND ELECTRIC
GAINESVILLE/KISSIMMEE

John & Hengerer Law Firm (*)

Douglas John/Matthew Rick

1200 17th Street, NW

Suite 600

Washington, DC 20036-3013

Ph:  202-429-8801, 202-429-8809

Fax: 202-429-8805

e-mail: djohn{@jhenecrgy.com
mrick(@ihenergy.com

Attorneys for City of Tallahassee

Lakeland Electric, Gainesville and

Kissimmee

City of Tallahassee (*)

Pete Koikos

100 West Virginia Street
Fifth Floor

Tallahassee, FL. 32301

Ph:  850-891-6893

Fax: 850-891-6890
e-mail: koikosp@talgov.com

City of Tallahassee (*)
Paul Clark

400 East Van Buren Street
Fifth Floor

Tallahassee, FL 32301

Ph: 850-891-3130

Fax: 850-891-3138
e-mail: clarkp@talgov.com

Gainesville Regional Utilities/
City of Gainesville (*)
Ed Regan
Post Office Box 147117, Station A136
Gainesville, FL. 32614-7117
Ph:  352-334-1272, 352-334-3400x1260
Fax: 352-334-3151
e-mail: reganej(@gru.com

Kissimmee Utility Authority (*)
Robert Miller

1701 West Carroll Street
Kissimmee, FL. 32746

Ph:  407-933-7777

Fax: 407-847-0787

e-mail: rmiller@kua.com

Lakeland Electric (*)

Paul Elwing

501 E. Lemon Street
Lakeland, FI, 33801-5079
Ph:  863-834-6531

Fax: 863-834-6362

e-mail: paul.elwing(nlakelandgov.net

JACKSONVILLE ELECTRIC
AUTHORITY ,.

Suzanne Brownless, P.A. (*)
1975 Buford Blvd.

Tallahassee, F1. 32308-4466
Ph: 850-877-5200

Fax: 8§50-878-0090

e-mail: sbrownless(@comeast.net
Attorney for JEA
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P. G. Para (*)

21 West Church Street
Jacksonville, FL 32202-3139
Ph: 904-665-6208

Fax: 904-665-4238

e-mail: parapefiea.com

Dick Basford & Associates, Inc. (*)
5616 Fort Sumter Road
Jacksonville, FLL 32210

Ph: 904-771-3575

Fax: 573-7971

e-mail: dbasfordi@atibi.com

Michael Wedner (*)

117 West Duval Street
Suite 480

Jacksonville, FL 32202
Ph: 904-630-1834
Fax: 904-630-1316
e-mail: mwedner(acoi.net

SOUTH FLORIDA HOSPITAL and
HEALTHCARE ASSOCIATION

Mark Sundback/Kenneth Wiseman (*)

Andrews & Kurth Law Firm

1701 Pennsylvania Ave., NW, Suite 300

Washington, DC 20006

Ph: 202-662-2700

Fax: 202-662-2739

e-mail: msundbackiandrews-kurth.com

Attorneys for South Florida Hospital and
Healthcare Association

South Florida Hospital and Healthcare (*)
Association

Linda Quick

6363 Taft Street

Hollywood, FL 33024

Ph:  954-964-1660

Fax: 954-962-1260

e-mail; lquick@)sthha.com

FLORIDA RETAIL FEDERATION

Greenberg, Traurig Law Firm (*)

Ron LaFace/Seann M. Frazier

101 E. College Ave.

Tallahassee, FL. 32301

Ph:  850-222-6891

Fax: 850-681-0207

e-mail: lafacer@gtlaw.com
fraziers(@gtlaw.com

Attorneys for Florida Retail Federation

Florida Retail Federation (*)
John Rogers

100 E. Jefferson Street
Tallahassee, FL 32301

Ph: 850-222-4082

Fax: 850-561-6625

e-mail: john@frf.org
TRANS-ELECT, INC.

Katz, Kutter Law firm (*)

Bill Bryant, Jr./Natalie Futch
12th Floor

106 East College Avenue
Tallahassee, FL. 32301

Ph:  850-224-9634

Fax: 850-222-0103

e-mail: natalief(@katzlaw.com
Attorneys for Trans-Elect, Inc.
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Trans-Elect, Inc. (*)

Alan J. Statman, General Counsel
1200 G Street NW, Suite 600
Waghington, DC 20005

Ph:  202-393-1200

Fax: 202-393-1240

e-mail: statman(@wrightlaw.com

SOLID WASTE AUTHORITY OF
PALM BEACH COUNTY

FLORIDA PHOSPHATE COUNCIL

FLORIDA INDUSTRIAL
COGENERATION ASSOC.

Richard Zambo (*)

598 SW Hidden River Ave.

Palm City, FL. 34990

Ph:  772-220-9163

Fax: 772-220-9402

e-mail: richzambo(@aol.com

Attorney for Solid Waste Authority
Florida Phosphate Council

Florida Industrial Cogeneration Assoc.

Solid Waste Authority (*)

Dr. Marc C. Bruner

7501 North Jog Road

West Palm Beach, FLL 33412
Ph: 561-640-4000, ex. 5607
Fax: 561-640-3400

e-mail: mchruner@swa.org

Florida Phosphate Council (*)

Susan Barfield

1435 East Piedmont Drive, Suite 211
Tallahassee, FL. 32308

Ph: 850-224-8238

Fax: 850-224-8061

e-mail: susan@flaphos.org

LEE COUNTY

Landers Law Firm (*)

Wright/LaVia

310 West College Avenue

Tallahassee, FL. 32301

Ph:  850-681-0311

Fax: 850-224-5595

e-mail: swright@landersandparsons.com
jlavia@]landersandparsons.com

Attorneys for Lee County

David Owen, Esq. (*)
Assistant County Attorney
Lee County

Post Office Box 398

Ft. Myers, FLL 33902

Ph: 941-333-2236

Fax: 941-335-2606
e-mail: owend{@leegov.com

SUGARMILL WOODS CIVIC ASSOC.

Michael Twomey (*)

Post Office Box 5256

Tallahassee, FL. 32314-5256

Ph: 850-421-9530

Fax: 850-421-8543

e-mail: miketwomey(@alstar.com

Attorney for Sugarmill Woods Civic Assoc.

i
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FLORIDA POWER & LIGHT COMPANY
AND TAMPA ELECTRIC COMPANY
DOCKET NO. 020233-EI

FILED: 9/27/02

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION
PREPARED JOINT DIRECT TESTIMONY
OF

WILLIAM R. ASHBURN

Please state your name, address, occupation and employer.

My name is William R. Ashburn. My business address 1is
702 North Franklin Street, Tampa, Florida 33602. I am
Director, Pricing and Financial Analysis for Tampa

Electric Company (“Tampa Electric” or “the company”).

Please provide a brief outline of vyour educational

background and business experience.

I received a Bachelor of Science degree 1in Business
Administration with a concentration in economics from
Creighton University. Upon graduation, I Jjoined Ebasco
Business Consulting Company where my consulting
assignments included the areas of cost allocation,
computer software development, electric sgystem inventory
and mapping, cost of service filings and property record

development.
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In 1983, I joined Tampa Electric as a Senior Cost
Consultant in the Rates and Customer Accounting
Department. At Tampa Electric I have held a series of
positions with responsibility for embedded and marginal
cost of service studies, rate filings, marketing
planning, rate design, implementation of new conservation
and marketing programs, c;stomer survey and various state
and federal regulatory filings. In March 2001, I was
promoted to my current position of Director, Pricing and
Financial Analysis in Tampa Electric’s Regulatory Affairs
department. I am a member of the Economic Regulation and
Competition Committee of the Edison Electric Institute
and the Rate Committee of the Southeastern Electric

Exchange.

Have vyou previously provided testimony on GridFlorida
transmission rates and rate design to the Florida Public

Service Commission (“FPSC” or “the Commission”) ?

Yes, I provided Jjoint direct testimony in Docket No.
010577-EI on behalf of Florida Power Corporation, Florida
Power & Light Company and Tampa Electric (collectively
referred to as the “GridFlorida Companies”) as well as
separate direct testimony in the same docket on behalf of

Tampa Electric. The joint direct testimony addressed the

2
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features and benefits of GridFlorida’s transmission
pricing protocol and rate design. The company-gpecific
direct testimony addressed the estimated impact on the
company’s retail rates associated with the proposed
transfer of transmission assets to the proposed

GridFlorida.

What is the purpose of your testimony in this proceeding

and on whose behalf are you presenting?

The purpose of my testimony is to address the appropriate
demarcation date for new contracts for transmission
service (“New Contract Date”) which ig sometimes referred
to as the Attachment T cutoff date. My testimony also
addresses the date after which the costs of new
transmission facilities are recovered through the system-
wide rate (“New Facilities Date”). I am presenting this
testimony on behalf of Florida Power & Light Company and

Tampa Electric Company.

Have you prepared an exhibit to support your testimony?

Yes. My Exhibit No. (WRA-1) was prepared under my

direction and supervision and consists of one document.
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You indicated that the New Contract Date 1s gscmetimes
referred to as the Attachment T cutoff date. Please

describe Attachment T.

Attachment T is the section of the GridFlorida
transmission tariff that, in part, describes the rules
applicable to existing transmission agreements, including
the methodology to determine whether an existing long-term
transmission agreement will qualify as a grandfathered

agreement and the subsequent treatment of such agreements.

What is the significance of an existing long-term
transmigsion agreement being designated as a grandfathered

transmission agreement?

The charges wunder grandfathered agreements remain in
effect during years 1-5, and are phased out over years 6
through 10 of GridFlorida operations. This 1is an
important component of the measures to mitigate cost
shifts contained in the GridFlorida pricing plan. Any
“pancaked” charges under agreements entered into after the
New Contract Date are eliminated immediately upon

commencement of GridFlorida operations.
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Q. Why 1is 1t important to phase out charges under
grandfathered transmission agreements over a ten-year

periocd, rather than immediately?

Grandfathered transmission agreements provide revenues
that have helped pay for the transmission revenue
requirements of the utilities. Immediate loss of these
revenues would result in an abrupt and sizable cost shift
of revenue requirement recovery to native load, primarily
retail customers. By phasing out the loss of such
revenues, native load is protected from an immediate cost
impact. The eventual impact can then be phased in over
time as other benefits of GridFlorida are realized. The
phase-out concept is also founded on equity and the
principle that cost incurrence should follow cost
causation. Some of these existing agreements have
reguired substantial construction of transmission
facilities within the utility’s service area to provide
gservice, the cocst of which is included in the overall
revenue requirements of the utility. Without the revenues
from the grandfathered contracts, the costeg incurred to
gerve those contracts shift to, and thereby increase the
cost of service borne by, native load customers located

within the zone of the grandfathered transaction.
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What is the New Contract Date specified in Attachment T to
determine what qualifies as an existing long-term

transmission agreement?

In the original GridFlorida filing at the Federal Energy
Regulatory Commission (“FERC”), the ©New Contract Date
specified in Attachment T was defined as December 15, 2000
(the date of the filing at FERC.) This New Contract Date
was included in Attachment T to clearly delineate whether

a given contract would be assigned grandfathered status.

In the March 20, 2002 compliance filing with the
Commission, the GridFlorida Companies changed the New
Contract Date to be “on or after January 1 of the year the
Transmission Provider begins commercial operations . . .”
As revised, the New Contract Date is the same as the New
Facilities Date which determines when existing facilities
(and included in the =zonal rate) or new transmission
investment (and included in the system-wide rate). Thus,
investments or new agreements entered into on or after
January 1 of the vyear GridrFlorida begins commercial
operations will be considered new transmission investment

and new agreements.
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Why was the original New Contract Date set as December 15,

200072

The December 15, 2000 date was set in the initial filing
to be compatible with the FERC schedule that required
GridFlorida to be in service by December 2001. With the
commercial operation date of GridFlorida following closely
upcen the New Contract Date, it was expected that the
effects of the phase-out would be gynchronized with the
benefits to be achieved from the RTO. This was true for

all parts of the pricing plan.

Why was December 15, 2000 originally selected as the New
Contract Date, rather than December 31, 2000, which was

originally selected as the New Facilities Date?

The New Contract Date was set for December 15 to coincide
with the date GridFlorida filed with FERC. Tt was also
established on that date to alléviate concerns that the
time between the filing date and December 31 would create
a two-week window of opportunity where parties seeking an
advantage might enter intoc a contract that would impose on
retail ratepayers the cost of any new facilities or remove

benefits from those ratepayers.
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The New Facilities Date was set for December 231 to
facilitate plant accounting administration. The
GridFlorida Companies planned to make a rate filing at
least 60 days prior to the startup of GridFlorida
operations using the vyear ending December 31, 2000 as the

test year for existing facilities.

Is there a relationship between the New Contract Date,
the New Facilities Date and the date GridFlorida ccmmences

commercial operations?

The New Contract Date and the New Facilities Date are
related in that transmission agreements that are eligible
for grandfathered treatment (e.g., new transmission
service agreements under company-specific tariffs, new
interconnection agreements, etc.) can be a major cause of
new transmission investment, the rate treatment of which
under the GridFlorida pricing plan 1s dependent upon
whether such investment is classified as existing or new
facilities. And as explained above, this classification
ig determined by the New Facilities Date. Consequently,
both datesg should be established relatively close to the
date that GridFlorida commences commercial operation. For

this reason, the Applicant’s compliance filing established
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both dates as January 1 of the year GridFlorida commences

operations.

Why did the GridFlorida Companies change the December 15,
2000 New Contract Date and December 31, 2000 New
Facilities Date to January 1 of the vyear GridFlorida
begins commercial operations in their March 20, 2002

compliance filing?

The GridFlorida Companies explained this change in the

compliance filing:

This change zreflects the fact that the
commercial operations date for GridFlorida
has already been delayed beyond the original
proposed date. The phase-in plan was
designed to mitigate cost shifts to
GridFlorida customers. If the date
delineating new versus existing investment
was not moved, a number of facilities would
be considered new investment, thus charged
to all load through the system-wide charge.
This would exacerbate, rather than limit,
cost shifts. Further, if the date for
automatic phase-in of existing agreements
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were not also moved, then facilities may be
put into service in response to new service
requests which would have to be recovered
from zonal locad without concurrent revenues

from a grandfathered agreement.

The change in expected commercial operations date resulted
from a number of factors, including FERC decisions, the
Commission’s December 2001 order which required a
compliance filing in March 2002, subsequent proceedings at
the Commission after that filing, as well as follow-on
filing(s) at FERC to reflect Commission-mandated changes.
The impact of maintaining the specific dates contained in
the original GridFlorida filing would result in immediate,
unmitigated cost shifts upon start-up of GridFlorida
operations without the desired synchronism, or reascnable
contemporaneity of the transition dates, with the benefits

from the RTO for native load customers.

By changing the New Contract Date, will any party be
competitively advantaged by entering into new contracts in

advance of the new cutoff date?

No. By deferring the New Contract Date to January 1 of
the vyear of GridFlorida commercial operations, all

10
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stakeholders will have adequate notice of the scope of
grandfathered transactions. This advance public notice,
coupled with the uncertainty of when exactly GridFlorida
will commence commercial operations, serves to reduce any

opportunity for gaming.

How will changing the New Contract Date affect the
expected level of cost shift mitigation approved by the

Commission?

Changing the New Contract Date to on or after January 1 of
the year GridFlorida begins commercial operations will
preserve the cost shift mitigation framework previocusly
approved by the Commission. Under the original
GridFlorida proposal, there was only a brief delay of one
year between the New Contract Date and the date of
expected GridFlorida operations and concomitant
implementation of the pricing plan, including the cost
shift mitigation measures. As the length of time between
the date of commercial operations and the New Contract
Date increases, the amount of resultant cost shifting will
be greater. This 1is because revenues counted on to
benefit native locad will be lost. Capital investments
made in one rate zone to facilitate contracts entered into
after the New Contract Date will be recovered from native
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load 1n that =zone without the ©benefits of revenues
collected from grandfathered contracts. Cost shift
mitigation should be implemented at the same time as the
start of commercial operations, so that the change in the
commercial operations date resulting from ongoing
regulatory review will not lead to increased costs to

native load.

It is important to note in this regard that it was equally
essential to move the New Facilities Date. If the New
Facilities Date is not moved as the start-up date moves, a
large accumulation of transmission additions will be
considered new facilities and will be immediately included
in the gystem-wide charge. For example, if GridFlorida
starts in 2004, that accumulation would be of the three
year period 2001-2003 and will zresult in wide-spread,
immediate cost shifts. The system-wide charge was
intended to increase over time not overnight. If the New
Contract Date is not also moved in tandem, then facilities
put into service in response to new service requests will
be paid by zonal load rather than system-wide load which

concentrates the cost shift to the zone.

Can you provide an example to demonstrate this problem?

12
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Yes. In Document No. 1 of my exhibit, I illustrate a
hypothetical example to demonstrate that keeping the New
Contract Date more than one vyear apart from the New
Facilities Date could “trap” significant transmission
investment costs leaving them to be paid on the first day

of commercial operations by native load.

Suppose Utility A (rate Zone A) had a $120.0 millicn
transmission revenue reguirement on December 31, 2000 with
a resulting rate of $1.20 per kW/month and served only
retail load within Zone A. Supposgse further that Utility A
recelves a transmission service request from Utility B
under Utility A’s current, company specific transmission
tariff which results in Utility A entering into a long-
term firm point-to-point transmission service agreement to
deliver power to the system of Utility B. Suppose that
requires Utility A to make investment in additional
transmission facilities necessary to provide service to
Utility B under that agreement, which would result in an
additional $12.0 million in revenue requirements (a 10
percent increase in Zone A costs with a similar increase
in system load regquirements.) Next assume that these
additional facilities must be put into service by December

31, 2002 to enable transmission gervice to commence in
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2003. Finally, assume that GridFlorida does not go into

commercial operation until December 31, 2004.

The $12.0 million in additional transmission facilities
revenue reguirements would be recovered from Zone A rates
when GridFlorida begins commercial operations. In year
one of GridFlorida operations the revenue requirements for
Zone A will be collected only from load within Zone A less
revenues ccllected from any grandfathered transmission

agreements.

If the New Contract Date i1s set at January 1 of the vyear
commercial operations of GridFlorida begin, then the
revenue reguirement for Zone A would be set at the overall
revenue requirement for the total transmigssion facilities
in service at that time less the revenues collected from
the grandfathered contract. As can be seen in Document No.
1, the retail load within Zone A would be protected day
one from any cost shifts and would pay the same effective
rate as before the additional facilities were put into
service. That protection would extend for five vyears and
then phase out 20 percent per year starting in year six

under the GridFlorida pricing plan.
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If the New Contract Date 1s set at the original date
(December 15, 2000) there would be a very different impact
to Zone A retail load. Under this scenario, because the
new transmission contract that required the expansion and
increase in Zone A transmission cost was executed after
the original New Contract Date, it is not grandfathered.
Consequently, revenues that would otherwise be collected
from the grandfathered contract wunder its existing
transmission tariff would be lost immediately, and rates
for Zone A (paid for by retail customers) would rise more
than 10 percent on day one of commercial operations of
GridFlorida (from $1.20 to $1.33 per kW) and the $12.0
million would be their responsibility. This represents an
immediate cost shift that the pricing plan of GridFlorida

was designed to mitigate.

The GridFlorida Companies made a compliance filing at FERC
on May 29, 2001. What were the GridFlorida Companies
expectations at that time with respect to the commercial

operations date of GridFlorida?

When the compliance filing was made with FERC on May 29,
2001, the GridFlorida Companies had no authority to extend
the effective date of operation of GridFlorida. In fact,
FERC was showing a great deal of resolve to assure that
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operations would begin by the original start-up date (or a
date reasonably close to that date). It was not clear
until later in 2001 that the GridFlorida commercial
operations date would likely be much later than the
original dates mandated by FERC. Moreover, the zonal rate
impact from Kkeeping the original New Contract Date
increases over time. The delays necessitated by the FERC
compliance stage coupled with the delay necessitated by
the Commission’s review process of GridrFlorida and any
subseguent regulatory or legal review, will increase the
cogt impacts were the Commission to retain the original

New Contract Date.

Was it reasonable for any party to rely on either the New
Contract Date or New Facilities Date as originally

proposed by the Applicants?

Although project developers and other parties actively
engaged in market transactions while RTOs are in their
formative stages may choose for their own business
purposes to assume the existence of certain elements of
RTO proposals, reliance wupon the continuity of any
particular aspect of RTO development is inherently risky,
because the details of those proposals, various mechanisms
of implementation, and certainly the timing of commercial

16




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

operations are subject to continuing change. The benefits
of allowing an RTO proposal to evolve and adapt to
changing circumstances outweigh the costs and burdens of
maintaining a static proposal, particularly where, as is
the case here, the effects of precluding the proposed
changes will undermine core structural elements of the

overall RTO design.

RTO formation in Florida and nationwide has been a fluid
process. RTO proposals have evolved to meet changed
circumstances, to obtain the benefits of stakeholder
consensus, and to reflect current public policy objectives
of both state and federal regulators. GridFlorida has
been no exception. Utilities, generators and their
prospective customers are fully capable of dealing with
uncertainty, and in fact the ongoing difficulties in
developing RTOs nationwide have tested that capability.
Indeed, generators and their prospective customers can
(and have) contractually allocated the risk of all aspects
of RTO development, including the risk that dates may
change or even that the RTO may never enter commercial

operations at all.

But did not the GridFlorida Companies specifically address
de-pancaking rates under certain agreement?
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They did. In an answer filed at FERC on February 16, 2001
("Answer"), the GridFlorida Companies addressed concerns
raised by Calpine Eastern Corporation ("Calpine")
regarding the point-to-point service agreement it intended
at the time to enter into with Tampa Electric for
transmission service from a 534 MW combined-cycle unit
Calpine i1s planning toc construct to Seminole Electric
Cooperative ("Seminole") . The GridFlorida Companies

stated:

After the GridfFlorida OATT is placed into
effect, the service Calpine obtains from
[Tampa Electric], like other long-term
transmission service entered into after
December 15, 2000, will Dbe converted to
service under the GridFlorida OATT.
[citation omitted] To the extent Calpine
is a degignated network resource to serve
Seminole network locad under the
GridFiorida OATT, no additional
transmission charge will apply to transmit
power from the Calpine wunit to the
Seminole network load, i.e., Calpine will
not be subject to an additional point-to-
point charge for sales from a designated
network resource.

Answer at 116. This statement was made at an even earlier
gstage than the May 29 compliance filing I discussed above,
and indeed was made prior to FERC's first order addressing
GridFlorida rate issues or the GridFlorida structure
(other than governance matters, which FERC previously had
addressed) . For the reasons I explained above, it was
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even less justified to rely on these statements than later

GridFlorida tariff language.

What 1is the appropriate GridFlorida Contract Date and New

Facilities Date?

The appropriate dates for both should be January 1 of the
year of commercial operations of GridFlorida. The
grandfathering of existing contracts as of that date, the
implementation of a system-wide rate for new facilities
built as of that date, and the phase-out plan developed by
the GridFlorida Companies, synchronized with the benefits
that will accrue from GridFlorida operations, will provide
the best matching of costs with benefits for native load

customers of the utilities.

Please summarize your testimony.

The original GridFlorida Contract Date and New Facilities
Date are now obsgolete. Their retention would exacerbate
the cost shifts described above and negate any
synchronization of benefits from GridFlorida  Dbeing
provided to native load. To avoid recurrence of this
problem, the GridFlorida Companies have proposed a revised

GridFlorida New Contract Date and New Facilities Date to

19




be January 1 of the vyear of commercial operations of
GridFlorida. These revised dates will accommodate any
further unanticipated delay in the startup of GridFlorida
operations and will preserve the benefits of the cost

shift mitigation aspects of the GridFlorida pricing plan.

Does this conclude your testimony?

Yes, 1t does.

20




EXHIBITNO.

DOCKET NO. 020233-El

FLORIDA POWER & LIGHT COMPANY
AND TAMPA ELECTRIC COMPANY
[WRA-1]

FILED: 09/27/02

TREATMENT UNDER CURRENT TRANSMISSION TARIFF FOR UTILITY A

SCENARIO:
ASSUMES GRIDFLORIDA NOT YET IN EXISTENCE. UTILITY A SETS ITS TRANSMISSION SERVICE TARIFF RATES BASED ON TS REVENUE REQUIREMENT
AS OF 12/31/00. UTILITY B REQUESTS TRANSMISSION SERVICE UNDER THAT TARIFF AFTER 12/31/00. TO PROVIDE THE SERVICE, UTILITY AIS
REQUIRED TO UNDERTAKE SYSTEM UPGRADES THAT ADD $12 MILLION TO ITS REVENUE REQUIREMENT. UTILITY ARECEIVED REVENUES FROM BCTH
(a} ITS NATIVE LOAD IN ITS ZONE AND (b) THE UTILITY B TRANSMISSION SERVICE AGREEMENT THAT MAKES IT WHOLE TO ITS REVENUE REQUIREMENT.
BEFORE UTIL B'S IMPACT OF UTILITY B'S
SVC REQUEST SERVICE REQUEST
UTILITY A UTILITY A
REV REQ REQUIRED SYS REV REQ
12/31/00 UPGRADES 12/31/02
TRANSMISSION RATE BASE $ 858,000,000 | § 85,800,000 § 943,800,000 |
TRANSMISSION REVENUE REQUIREMENT $ 120,000,000 | § 12,000,000 § 132,000,000
LESS REVENUES FROM TRANSM AGREEMENTS - 12,000,000
NET REVENUE REQUIREMENT TO NATIVE LOAD $ 120,000,000 $ 120,000,000
NATIVE LOAD ZONE A (ASSUMES NC LOAD GROWTH) MW 8,300,000
ANNUAL RATE $ 14 46
MONTHLY RATE $ 120
REVENUE FROM NATIVE LOAD IN ZONE A $ 120,000,000 $ 120,000,000
REVENUE FROM CONTRACT WITH UTIL 8 - 12,000,000 {NOTE (1}
TOTAL REVENUE = TOTAL REV REQUIREMENT IE] 120,000,000 $ 132,000,000
]

RESULT: ALL LOAD PAYS. UTILITY A'S TOTAL REVENUE EQUALS ITS REVENUE REQUIREMENT,
NATIVE LOAD IN ZONE A IS NOT AFFECTED.

IMPACT OF DIFFERENT ATTACHMENT T CUTOFF DATES ASSUMING GRIDFLORIDA

SCENARIO: GRIDFLORIDA OPERATIONS COMMENCE 12/31/04

COLUMN 1 REFLECTS THE IMPACT OF A CUTOFF DATE OF 12/31/00.

SINCE UTILITY B REQUESTED TRANSMISSION SERVICE SUBSEQUENT TC THIS CUTOFF DATE, IT IS NOT A GRANDFATHERED EXISTING AGREEMENT AND
UTILITY A RECEIVES NO REVENUES TO OFFSET ITS REVENUE REQUIREMENT RATES TO UTILITY A'S NATIVE LOAD RISE 10%.

COMMENCEMENT OF GRIDFLORIDA'S OPERATIONS:

UTILITY B'S AGREEMENT 1S A GRANDFATHERED EXISTING AGREEMENT. UTILITY A CONTINUES TO RECEIVE REVENUES FROM THAT AGREEMENT

DURING A PHASE-OUT PERIOD. THOSE REVENUES OFFSET ITS REVENUE REQUIREMENT, MITIGATING THE IMPACT TO NATIVE LOAD RATEPAYERS IN
ZONE A DURING THE PHASE-CUT PERIOD.

(1) (2)
CUTOFF DATE CUTOFF DATE
12/31/00 JAN 1 of GF OPER
UTILITY A UTILITY A
REV REQ REV REQ
TRANSMISSION RATE BASE $ 943,800,000 | $ 643,800,000
TRANSMISSION REVENUE REQUIREMENT $ 132,000,000 | § 132,000,000
LESS REVENUES FROM TRANSM AGREEMENTS - 12,000,000
NET REVENUE REQUIREMENT TO NATIVE LCAD $ 132,000,000 | § 120,000,000
NATIVE LOAD ZONE A (ASSUMES NO LOAD GROWTH} 8,300,000 8,300,000
ANNUAL RATE $ 1590 | % 14 46
MONTHLY RATE $ 13318 120
REVENUE FROM NATIVE LOAD IN ZONE A $ 132,000,000 | $ 120,000,000
REVENUE FROM CONTRACT WITH UTILITY B - 12,000,000 NOTE (1)
TOTAL REVENUE = TOTAL REV REQUIREMENT $ 132,000.000 | $ 132,000,000

NOTE (1) DERIVATION OF CONTRACT REVENUE FROM UTILITY B

LOAD OF UTILITY B (MW} 830,000
TIMES
UTILITY A'S ANNUAL RATE ESTABLISHED 12/31/00 _$ 14 46
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