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1 EVENING SESSION 

2 (Transcript follows i n sequenc e from Volume 

3 XIII.) 

4 MR . STONE: co .. issioner , that c ompJetes 

5 Gulf's direct case. 

6 

7 

CKAIRHAN WILSON: All riqht . 

KR. STONE: There ha• been soae discussion 

8 about a change in the order of witnesses that I was 

9 supposed to check into durinq the last break, and I 

10 have so•e additiona l intoraation to share with the 

11 Commis•ion. I don't know if you want t o discuss it now 

12 or --

1) CHA~RMAN WILSON: Let's go ott the record f or 

14 about five ainutes, and we'll talk about what we're 

15 going to do. 

16 (Discu••ion ott the record) 

17 CHAIRMAN WILSON: Back on the record. 

18 Call your witness, Mr. Burgess. 

19 MR. BURGESS: We call Mr . Wriqht . 

2 0 KR . McWHIRTER: What about Ms . Brown, do you 

21 want to do her? 

22 

2 ) 

CHAIRMAN WILSON: Followinq Mr . Wright. 

MR. VANDIVER: Very well. May I send Mr . 

24 Freeman h oae, then? 

25 CHAIRMAN WILSON: Yes. 

FLORIDA PUBLIC SERV!CE COMMISSION 
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1 MR. McWHIRTER: You can probably get Ms . 

2 Brown done. 

3 CHAIRMAN WILSON: If she's qoinq to take 10 

4 or 15 minutes, bring Ms. Brown down and take her, and 

5 then she can 90 home and be done with her. 

6 

7 

MR. VANDIVER: I'll run up and qat her . 

CHAIRMAN WILSON: We'll stand in informal 

8 recess while you run up and get her. 

9 (Brie! recess. ) 

10 

11 

THE REPORTER: Was she sworn? 

MR. HASKINS: No. 

12 - - - - -

13 KATHRYN DYAL BROWN 

14 appeared as a witness on behalf of the Staff of the 

15 Florida Publ ic Service Commission , and after being 

16 first duly sworn, testified as follows: 

17 DIRECT EXAMINATION 

18 BY MR. VANDIVER: 

19 Q Could you state your name and address for the 

20 record, please? 

21 A Kathryn Dyal Brown, Consumer Affairs 

22 Division , 101 East Gaines s treet , Tallahassee. 

23 Q Did you cause to be tiled six pages o t 

24 prefiled direct testimony in this case? 

25 A Yes, I did. 

FLORIDA PUBLIC SERVICE COMMI SSION 
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1 Q Do you have any additions or corrections to 

2 make t o that testimony at this tiae? 

3 I have one correction. On Page 5, Li ne 20 . 

4 i t should read •cult Power complaints increased by 33\ 

5 in 1989.• 

6 Q With that correction, it I were to ask you 

7 the questions contained in your direct pretiled 

8 testimony, would yo~- answer• be the same? 

9 

10 

Yea. They would. 

MR. VANDrvER: Commissioner, I would l ike to 

11 have Ms. Brown'• teatimony inserted into the record as 

12 though read. 

13 CHAI~ WILSO~: Without objection it will 

14 be so inaerted into the record. 

15 MR. VANDrvER: I believe her exhibits have 

16 been previoualy stipulated i nto the recorJ . 

17 (Exhibit No. 385 stipulated into evidence. ) 

18 

19 

20 

21 

22 

23 

24 

25 
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State your name and address. 

Kathryn Dyal Brown, 101 E. Gaines Street , Ta llahassee, 

Fl c.-rida 32 399 . 

Where are you employed? 

I am employed in the Consumer Affairs Divis i on o f t he flo r i da 

Public Service Commission . 

Br i efly desc ribe your position and d uties. 

As a Senior Consumer Affairs Analyst , I r ece ive a nd 

investigate complaints against regulate d u t i l it i es. I work 

with utility companies and the i r c us tomers t o achi e ve 

resolution of complaints. I provide expl ana tion and 

counseling on various matters related to u ti l ity compa ny ra tes 

and service and compliance with PSC r u les a nd ut il i ty compa ny 

tariffs . I 'aep records of complaint act i v ity f iled against 

u ti lities and prepare reports and c ha rt s outli n i ng t h is 

activity . 

Describe the nature of your testimony . 

My t&stimony will set forth the complaint activity in the 

Consumer Affairs Division invol v i ng Gul f Power Company. 

Exhibits will shov the number and type o f comp lai nts received, 

the justification for the c ustome r having contact eu t he 

c ommission , and the complaint a c tivity o t Gu l f Power Company 

compared wi th other electric companies. 

What time period will your testimony e ncompa ss? 

My test i mony will focus on the compl a i nt a ctivity of calendar 
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years 1985-1989. The months of J anuary, February and Ma rch 

1990 will also be included . 

Dosc ribe any preliainary screening t hat may take p lace befo re 

a complaint is logged to be investigated. 

A complaint is not logged unless the analyst rec eiving the 

contact deterainea that the matter appea rs t 0 be within the 

jurisdiction of the coaaiasion and that there is reason t o 

believe that the complaint may be justified. If it appears 

there is nothing the colllJiiasion c an do to help , or the 

complaint is clearly not justified, the ci tizen 1s so adv iced. 

What procedure is followed when a comp l a int is logged? 

Information is entered o n a consumer r equest form and the 

company is requested to review the complaint and respond. 

When the respon se has been received, both the colllp l aint and 

t .he response are reviewed by Consumer Affa i r s per -;onnel to 

determine compliance with commiss ion rules and company tar i ff s 

a nd to determine what othe r a ct ion, if any, needs t o be taken. 

Before a complaint is closed, the analyst handling the case 

customarily contacts the compla inant t o ve r ity hlS 

satisfact i o n or discuss the a c tion taken and the applicable 

rules and tariffs . 

How many complaints were logged against Gulf Power Company 

during 1989? 

Records show that 76 compla i nts ( . JOB pe r 1000 c ustomers) we re 

logg~d against Gulf Power Company dur i ng 1989 . 

2 
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How do these tiqures compare with complaint activity for 1988? 

Complaints were up 33\ troa 1988. There were 76 cc~plaints 

logged against the company during 1989, compared to 57 during 

1988. 

How do these figures compare with complaint activity figures 

tor the precedin9 calendar yeara? 

This comparison is shown in Attachment I. Attachment I is a 

graph ot Gulf Power' s complaint activity tor t he past. 10 

years. Listed below the graph are the actual number of 

complaints received during those years and the numbEr of 

complaints r eceived per 1000 customers . 

Do Consumer Affairs records show what part of Gulf Power's 

service area had the most complaints? 

The major1ty ot the company's complaints originated in 

Escambia county, where complaints more than doubled from 1988 

tiqures. During 1989 customers in Escambia county logged 33 

complaints followed by Santa Rosa (18), ~ay i10), O~ealoosa 

(12), and Washington (3). 

What types ot complaints were received agalnst Gul f Power 

Company during 1989? 

During 1989, Consumer Affairs received 4 5 complaints about 

billing and 31 about service related matters. 

Are complaints classified more specifi c ally? 

Yes. Attar an analyst takes a complaint he or she determines 

whether the complaint is r~lated to a service or billing 

3 
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problem. Then the analyst chooses one of approximate l y 30 

more specific classification categories to further identify 

the complaint. 

What were the major types ot complaints rece ived against uul t 

Power during 1989? 

The two major complaint categories were high b i lla and delayed 

new connections . Although complaints were up slightly in a 

number of different Cl!legories, no one partic ular type o t 

complaint contributed to the increase. 

Have you made a more specific study on the t. ype or prcb lems 

complained about? 

Yea. Attachllent IIA sets forth in mo re detail the various 

types of co•plainta which were received and closed during 

1989, and the justification tor each type. Attachment liB is 

a chart illustrating the major types of complain~s recei ved 

against Gulf Power . 

How is justification fo r a compla i nt determined? 

When the complaint analyst rev i ews the company's report and 

closes the complaint, the analyst determines wht>ther the 

complaint was justified, not justified or had some 

j ustification. The determination is noted on the compl~int 

file. In each case, determinat ion is base d o n commi~;sior. 

rules, company tariffs, ~nd;or common sense guidelines. Every 

efturt is made to be as objective as possible . 

What was the j ust i fication for the Gulf Power Company 
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complaints closed during 1989 ? 

Durin~ 1989, 66 complaints against the c ompany were r ece i ved 

and closed. Of these, 14 were f ound to be just i fied , 34 we re 

not justified, and 18 were found to have some j ust i fi ca ti on. 

These figures are shown in Attachment III. 

Have you compared the justification f o r the c ompla i nt s c losed 

to previous periods? 

Yea. These figures are also in Attachment !II. 

Have you compared the complaint activity of Gulf Power Company 

with that logged against other companies? 

Yes. Attachments IVA and IVB compare all electric compa nies 

tor the calendar years 1985 through 1989 and inc lude the 

nuaber and type of complaints logged , the perc entage o f 

increase from the previous year , a breakdown o f t he 

justification, the number of comp l aints and just i f i ed 

complaints per 1000 customers and industry totals. 

How does Gulf Power Company compare to the other e l ect, i c 

utilities in the areas you have analyzed? 

After a two year downward trend i n complaint a c t i v i t y, Cu lt 

l. n ~!~% . Power complaints increased by 33 percent The 

percentage of logged compl a ints f ound t o be )US t l f ied 

increased from 13 percent in 1988 t o 2 1 percent. in 1989. 

Fifty-two percent of Gulf Po•er c omplaints were found t o have 

no justification. After three years of maintaining the lowes t 

number o f complaints a nd justified c omplaints per 1000 
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customers, Gulf Power had th*'l second highest nu.mber o ! 

complaints and justified c omplaints ot any o t the tour ma jor· 

e \ ectric utilities during 1989. There were .308 compla i nt s 

per 1000 customers, and .057 justified complaints per 1000 

customers as shown on Attachment IVA and IVB. 

Have you coa~iled data on the number and type ot compla ints 

received aga inst Gulf Power in 1990? 

Yes, Att achaent v shows the nuaber , ma jor type and 

justification of complaints rec eived against Gul f Power and 

all other electric utilities during the first quarter ot 1990. 

What obaervations have you made !rom the 1990 complaint data ? 

For the first three months ot 1990 Gulf Power had the fe~est 

complaints per 1000 c ustomer s ot the five regulated elec tr i c 

companiea. Of the complaints closed in January, February and 

March of 1990 on ly Fl orida Power Corporation had fewer 

justified compla ints per 1000 customers than Gul! Powe r 

Company. Gulf Power i s the only company that had a drop in 

the total number of complaints received d uri ng 1990 in 

comparison with the same three months of 1989. 

Does this conclude your testimony? 

Yes . 

(End of Prefiled Oirect Testimony) 
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1 Q (By Kr. Vandiver) Ma. Brown, cou ld you 

2 provide us with a brief summary of your testimony , 

3 please? 

2042 

4 A Yea. My teatiaony describes the complaint 

5 activity in the Conauaer Affairs Division involving 

6 Gulf Po•er Coapany . It coapare• Cult Power Company's 

7 complaint activity with that of the other regulated 

B electric coapanies. The nuaber of complaints received 

9 against Cult Power Company decreased in 1987 and 1988 , 

10 but increased by 33\ in 1989. During the fitst three 

11 months of 1990, the number of complaints received 

12 dropped by 13\, while coaplainta for the electric 

13 industry ~• a whole shoved e 26\ increase. 

14 The nuaber of complaints received per 1.000 

1 5 customer• vas less than the industry average in each of 

16 the five years studied except for 1989. The number of 

17 justified complaints received per 1 ,000 custnmers wa s 

18 below the industry average for each of the other yedrs. 

19 

20 

21 

Q 

A 

Does that complete your summary? 

Yes. 

MR . VANDIVER: The witness is tendered for 

22 cross examination. 

23 CROSS EXAMINATI ON 

24 BY MR. HOLLAND: 

25 Q Ms. Brown, just a few brief questions. Do 
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1 you have with you the complaint d3ta tor the month of 

2 April 1990? 

3 

4 

A 

0 

5 figures? 

6 

7 like. 

8 0 

Yea, I do. I have it through May. 

Through May? Can you give us the updated 

I can give one to everyone, if you would 

Okay. That aight facilitate. (Document 

9 distributed) 

10 CHAIRMAN WILSON: Witnesses shouldn't have to 

11 hand out their own exhibits. Witnesses shouldn't do 

12 this. 

13 WITNESS BROWN: Those are the totals tor 

14 January through May 1990. 

15 CHAIRMAN WILSON: Would ycu like to mark this 

16 as an exhibit? 

17 MR. HOLLAND: Could I have just a second? 

18 (Pause) 

19 Commissioners, I think we should go ahead and 

20 mark it. 

21 

22 6067 

23 

24 

25 

CHAIRMAN WI LSOU: That wou ld be Exhibit No. 

MR. PRUITT: That 's correct. 

(Exhibit No. 606 marked tor identification) 

COMMISSIONER GUNTER: Can I ask you one 

FLORIDA PUBLI C SERVICE COMMISSI ON 



2044 

1 question, just looking real quick? 

2 WITNESS BROWN: Uh-huh . 

3 COMMISSIONER GUNTER: I don ' t understand 

4 Florida Public Utilities. They had one servic e, one 

5 billing , and there's two yea, and two no. 

6 WITNESS BROWN: Okay. That's becau se -- that 

7 wil l be contuaing on all the charts. That's a good 

8 question. It's because we received only two c omplaints 

9 troa January to Kay, but we c losed more than that, we 

10 could have closed some from previous months . 

11 COMMISSIONER GUNTER: Got you. 

12 WITNESS BROWN: And that will happen on a l ot 

13 of the fi~ures. 

14 Q (By Kr. Holland) Ms . Brown , let me --

1 5 Commissioner, may I proceed? 

16 

17 Q 

COMMISSIONER GUNTER : Go ahead . 

(By Kr. Holland) Just to make sure tha t I 

18 understand Exhibit 606, and I'm looking at the bottom 

19 set of numbers , in terms of the total number o t 

20 complaints received year-to-date, Gult Power Company is 

21 the lowest, is that correct? 

22 

23 Utilities. 

24 

25 

Q 

A 

Of the maj ors and not counting Flo r ida Public 

¥ea. Did you say yes? 

¥ea. I did . 

FLORIDA PUBLIC SERVICE COMMISSION 
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Q 

A 

Q 

204 5 

I'm sorry. The percent change is the lowest? 

That's correct. 

The complaints per 1,000 customers, I 

4 believe, is the lowest? 

5 

6 

A 

Q 

For 1990, yea. 

Yea, year-to-date . And the j ustified per 

7 1 ,000 c usto .. rs, I believe , would be second to Florida 

8 Power, if I'm reading this correctly? 

9 

10 

11 

12 

13 

14 

15 

16 

A You're correct. 

MR . HOLLAND: That's all I've got . 

MR . BURGESS : No questions . 

MR . McWHIRTER: No questions . 

~OR ENDERS: No questions . 

CHAIRMAN WILSON : Redirec t ? 

MR. VANDIVER: None. 

CHAIRMAN WILSON: Thank you very muc h, you 

17 may be exc used. 

18 (Witness Brown excused.) 

19 CHAIRMAN WILSON : Move admission of Exhibit 

2'> 6067 Wichout objection, admitted i nto evidence. 

21 

22 

23 

24 

( Exhibit No. 606 rece ived in evidence .) 

CHAIRMAN WILSON: Call your next wi tness . 

MR. VANDIVER: Mr. \ir ight. 

CHAIRMAN WILSON: We can see what he 's been 

25 doing all d ay . (Pause) 
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MR. BURGESS: Would you give us your name and 

2 business address? 

3 WITNESS ~GHT: Mr. Burgess , may it p lease 

4 the Commission, I haven't been sworn . Do you want to 

5 do that first? 

6 KR. BURGESS: Yes. 

7 ROBERT SCHEFFEL WRIGHT 

8 was called as a witness on behalf of the Cit izens of 

9 the State of Florida and, having been first duly sworn, 

10 testified as follows: 

11 DIRECT EXAMINATION 

12 BY MR. BURGESS: 

13 Q Now that we know that you're going to cell 

14 the truth about it, would you give us your name and 

l S business address? 

1 6 A Yes, my naae is Robert Scheffel Wright . My 

17 business address is 501-0 East Tennessee Street , 

18 Tallahassee, Florida , 32308. 

19 Q Did you prepare pretiled testlmony in this 

20 docket, tile it with the Commission? 

21 

22 

A 

Q 

Yes, air, I d id. 

Do you have any corrections or a.mendments to 

23 make t o that direct prefiled test i mony? 

2 4 A Yes, air , I have ~ few •inor corrections. I 

25 believe the reporter has been furnished a complete 
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1 clean copy reflecting these corrections . 

Yes, air. 2 

3 

0 

A At Page 8, Line 14, after the word "Gulf's , " 

4 insert the word "large." 

5 At Page 30, Line 4 --

6 

7 

0 

A 

30. 

Correct. Page 30, Line 4, after the wor~ 

8 "other," insert the word •similar.• 

9 At Page 34, Line 7, the third word should be 

10 "attect," a-t-t-e-e-t, not "effect." 

11 At Page 40, Line 13, strike the phrase, ~~ll 

12 ot ita deaand-aetered," and insert the word "thesn." 

13 

14 

15 

16 

CHAIRMAN WILSON: What line was that one? 

WITNESS WRIGHT: Line 13 on Page 40. 

CHAIRMAN WILSON: And strike what? 

WITNESS WRIGHT: Strike the phrase, "all of 

17 its d&aand-aetered," and insert the word "these." So 

18 it reads , "charge tor these rate classes . " 

19 At Page 43, Line 6, following the word "its ," 

20 insert the word "large." 

21 Final correction is on Exhibit RSW-1, whi c h 

22 is the next page iaaediately following Page 43, i n the 

23 diagram in the pretiled testimony , there is an arrow 

24 drawn troa the box labeled "Production" under the 

25 "Functionalization• heading to the box labeled 
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1 "Customer" under the "Classification• heading. That 

2 arrow should not be there. I thought that I had gotten 

3 it out earlier, but when I went back and looked , I saw 

4 that it was there. So in the clean copy, the arrow 

5 from "Production• to •custoaer" is whited out. 

6 Q Other than those changes, Mr . Wr ight, if you 

7 were asked the ea.e queationa posed in your pre!iled 

B testimony, would your testiaony tod.ay be substantially 

9 the same? 

10 

11 

A Yes, sir. 

MR. BURGESS: CommiRsioner, we have produced 

12 for the cou.rt reporter a clean copy that reflects these 

13 changes, ar1 we would ask th.at Kr. Wright's prefiled 

14 testimony be entered into the record as though read. 

15 CHAIRMAN WILSON: Without objection, it will 

16 be so inserted into the record . 

17 MR. BURGESS: And Mr . Wright , I believe that 

18 you also have attached a number or exh i bits ~hi~h have 

19 been idencified with exhibit numbers. I'm not sure 

20 what t~ey are. 

21 WITNESS WRIGHT: Was that a request t o 

22 describe them, Mr. Burgess? 

23 

24 

MR. BURGESS: Beg your pardon? 

WITNESS WRIGHT: Was that a request t o 

25 describe them briefly? 
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MR. BURGESS: No, no. 1 

2 CHAIRMAN WILSON : He 's just stalling for time 

3 while he tries to identity the exhibit numbers. 

4 MR . BURGESS: I'm afraid my copy in the pre 

5 prehearing doesn't have that, so I'm looking for some 

6 help in identifying the f our exhibits. 

7 CHAI~ WILSON: Do you know what the 

B numbers a••igned to those exhibits are? (Pause) 

9 MR. VANDIVER: 350 through 353, I believe, 

11 MR. BURGESS: Thank you, Rob. 

12 (Exhibit Nos. 350 through 353 previounly 

13 stipulated into the record.) 

14 

15 

1 6 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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BEFORE 'niB FLORIDA PUBLIC SERVICE COMMISSION 

DOCKET NO. 891345-EI, APPLICATION OF GULF POWER COMPANY 
FOR A RATE INC'REASE 

DIRECT TESTIMONY OF ROBBRT SCHEFFEL WRIGHT 

Q: Pl ease state you r naae, occupation and business address. 

A: My full name is Robert Scheffel Wr ight. I am empl oyed 

a s Vice President and Pr incipal Consultant with th·~ 

consulting firm, West Park Grou.p, Inc. The firm's 

business address is 501 East Tennessee Street, Suite C, 

Tallahassee, Florida 32308 . I am also e mp loyed ~s 

Resident Eco nomist and Special Consultant on regulato1·y 

and economic matters wi th the l aw firm of Wigg i ns & 

Villacorta, Post Off i ce Drawer 1657, Tallahas s e e 

Florida 32302. 

Q: Please describe your educational bac kground . 

A: I received a B. A. degree with High Hono r s in Economics 

from the University of Florida i n 1971. I r eceived a 

M. A. degree in Economics from Duke Univer3 ity i n 1973, 

upon passing my preliminary examinations for admi.;s.ion 

to candidacy for the Ph . D. degree . My e xamina1. 1on 

fie lds were Environmental Ec o nomi cs : Industt· ia J 

Organizat ion , Regulatory, ard Antitrust Economics : and 

Public Fina nce. I have also attended numerous se~inars 
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DIRECT TESTDIONY OF ROBERT SCHEFFEL WRIGHT 

and training sessions on elec tric ut i 1 i ty regulation, 

cogeneration, and other regulatory subj e c ts whil e I was 

employed by the Florida Public Servic e Commi s s i o n I n 

1988, a s one of the instructors o f t he PSC ' s Pu b llc 

Ut i l i ty Regulatory Seminar presented fo r the Commission 

staff , I gave a presentatio n o n c u rrent I s s ues 1n 

Energy. 

Q: Please deacri.be your Olllployaent experience. 

A: Upo n leavir.g OU.ke in 1974, I a ccept ed a pos it ion as 

Assistant Proff'ssor of Economic s at Sa i nt Olaf Co l l ege 

in Northfield, Minnesota, where 1 taught var i ous courses 

in Economics , including Industrial Organ i zat ion , 

Environmental Economics , and Principles of Economics 

from 1 974 through 1976 . I was employed as an 

economist/ program analyst by the Mi nneso ta Legislat i ve 

Auditor's Office from 1976 until 1979, and as an 

e c onomist; analyst by the Kentuc ky Gene ra l As sembly !rom 

1979 to 19 80 . In December 1980 , I a ccepted a n a nal yst 

position with the florida Governo r's Energy Off ice , 

where my responsibilities inc luded res earc h, ana l ysis, 

and statewide energy use forec asting . I wo rked i n ~he 

Go ve rnor's Energy Ott i ce until Ma r c h 1982, when I joi ned 
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the Research Division o f the Florida Public Servi ce 

Commission . 

In the Research Division , most of my work related to 

electric utilitie s. I wrote several econom i c i mpact 

statements tor proposed rul es affecting electric 

utilities, and I partic i pated fairl y ex~ensively in 

framing and drafting some ot those rules. I was al so 

the project manager and princ ipal author of three 

substantial reports, Analyzing futyre Values: Present 

Value Analy•is. aenefit-Cost Analysis. and lnflatlQn 

Adiyst~ent Techn i ques ; Pate Case Procedures at the 

florida pyblic Seryice Commiss ion ; and Mi n imum Applianc e 

Efficiency Standards for florida . 

I transferred to the Bureau of Elec tric Rates in the 

Commission's Electric and Ga s Divis ion in November 198 4. 

As an Economic Analyst in the Rate Bureau from then 

until January 1988 , my main a s signments were ( 1) the 

Commission's generic cost of service docket; ( 2) its 

generic n~n-tirm rates doc ket , Doc ket No . 8 3051 2-EU; (3) 

Tampa Elec tric Company's 1985 general rate cas~. Docket 

No. 850050-EI, in which I served a s the staff ' s witness 

on cost of service and some rate d esig n issues; (4 ) the 

self- service whee ling petition ot W.R. Grace Company v. 
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Tampa Electric Company , Docket No. 861180-EU; a nd (5) 

the Commission's generic docket on app r opriate rates fo r 

standby and supplemental servi ce f or cogenerato r s, 

Docket No. 850673- EU. I a lso pro c essed tariff fllinqs 

by i nvestor-owned, municipal, and cooperat lve utilities, 

and I authored and defended numerous r ecommendations o n 

tariff filings at PSC agenda conferences. 

In January 1988, I was promoted t o Ch ief o f the Bureau 

of Electric Rates, where my respc.ms i b ili ti.es were to 

supervise , recruit, train, and review the wo rk of a 

profesc .onal staff of five persons besid es myse lf . 

During 1987 and 1988, I served o n the NARUC Task f orce 

c harged with re-writi r.g the NARUC Electri c Uti 1 i ty Cos t 

Al location Manual. I authored the f i r s t a nd second 

drafts of the c hapter on Embedded Produc ti on Cos t 

Allocat ion Me thods before I resigned from the Commission 

s taff . When I left, my chapte r had been through a 

thorough review by the other membe r s of the Task f orce 

and had been accepted by them. 

Q: What vas your next eaployaent? 

4 



1 

2 

) 

4 

5 

6 

7 

8 

9 

10 

11 

12 

e 13 

14 

1 5 

16 

1 7 

18 

19 

20 

21 

22 

23 

24 

e 25 

2054 

DIRECT TESTIMONY OF ROBERT SCHEFFEL WRIGHT 

A: I joined the law firm that is now Wiggins & Villacorta 

in November 1988, and we i nco r porated West Park Group in 

1989. My responsibilities to law firm clients have 

i ncluded provid i ng legal and case strategy sP.rv ices to 

cogenerators and cogeneration developers, a utility 

seeking to establish j o int ownership of a transmiss ion 

line through its territory, ditferenL parties wi th 

specific compla i nts regarding their elect r ic serv ice, 

and two water utilities . As a certified Cl ass a 

Practitioner, I have made appearances on behalf o f 

clients before this Commission. 

My consulting engagements i nclude (1) preparing and 

filing expert testimony o n behalf of the City of 

Tallahassee, Fl o rida, in a territorial disput e 

proceeaing before the PSC, Docket Nos. 881602-EU and 

890326 - EU; (2) preparing and filing expert testimo.~y on 

be.half of the Cit izens of the State of Florida in Docket 

No. 881167 -EU, t he predecessor to this case; ( 3) 

pr oviding adv ice on st.1ndby rates and c ost of service 

issues t o an investor-owned utility i n New England; (4) 

pro viding advice and consulti ng servi c es to d 

cogenerat ion developer partic ipating in the Commission ' s 

docket to revis e i t s cogeneration rules, Docket No. 

890149-EU; (5) preparing test imony and appearing as an 

5 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 e 13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

e 25 

2055 

DIRECT TESTDIOHY OF ROBERT SCHEFFEL WRIGHT 

ex~ert witness on behalf ot the People of the State of 

Michigan, through their Attorney General, in Consumers 

Power Company ' s 1989 Power Supply Cost Recovery c ase , 

Case No. U-8866R; and (6) a contract research projec t on 

energy effic iency standards tor manufactured hous i ng a nd 

home appl lances, for the Governor's Energy Offi ce o f 

Florida . 

Q: Have you previously testified in proceedings before the 

Florida Public Service Coaaisaion? 

A: Yes . I w~~ a witness on behalf of the Commission Staff 

in Tampa Electric Company's 1985 general rat e c ase, 

Docket No . 850050-EI: in the rulemaking hearing o n non­

firm electric service and rates, Doc ket No. 830 "- 12-EI; 

a nd in the self-service wheeling petition of w. R. Grace 

Company, Docket No. 861180-EU. I submitted testimony on 

behalf of the City of Tallahassee i n its 1989 

t e rritorial dispute with Talquin Electri c Cooperative, 

Dockat Nos. 881602-EU and 890326-EU, but that case was 

settled without hearings. Finally, I s ubn1i t ted 

testimony in the predecessor c ase t o this proceed 1 ng, 

Docket No. 881167-EU, but the Company withdrew its 

petition for rate relief prior to the hearing. 

6 



1 

2 

J 

4 

5 

6 

7 

8 

9 

1 1' 

11 

12 - lJ 

14 

15 

16 

17 

18 

19 

20 

21 

22 

2J 

24 

e 

2056 

DIRECT TE::>TiltONY OF ROBERT SCHEFFEL WRIGHT 

Q. Have you testified in proceedings before other statns' 

utility regulatory co .. isaions? 

A: 'i'es. 1 testified on behalf of the People o f the State 

of Michigan, through their Attorney General, in 

Consumers Power Company's 1989 Power Supply Cost 

Recovery reconciliation proceeding , case No. U-8866R . 

Q: Wha t ia t b e purpose of your testimo ny in this 

proceeding? 

A: l am tat~tifying o n behalf of the Citizens of the State 

o f Florida to recommend that the Public Servi ce 

Commiss ion adopt the Equivalent Peaker Cost ( EPC .., r 

Equivalent Peaker) method as its primary guide t o cos t 

o f service allocation and rate de s ign for Gulf Power 

Company's retail customer classes. I will also testify 

r egarding proper ratemaking for Gulf's General Service 

r ate c lass, proper time of use rate design . and the 

minimum bill provision proposed by the Company for i ts 

LP/LPT and PX/PXT rate classes. 

Q: Please briefly suaaariz6 your testimony. 
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A: My testimony wi ll demons trate that, from its fo undatt o ns 

i n ut ility generation plann i ng prac tices, the Equival e nt 

Peaker cost alloc ation method trac ks the " cost-causer-

pays" principle more c l osely tha n any other. It tesults 

i n price signals that mo r e c l o sely r eflect c ost 

c ausation, and thus it is more fair than other method s . 

·rherefore it should be adopted by the Comm l ssion. 

While I support appropriately designed "ra t c h eted " 

demand charges for certain cost elements , part i c ularly 

l ocal distributio n plant and ope r ations cos t s, I • .. o u l d 

urge t..ne CoiiiiBission to re j e ct the Company' s propos ed 

minimum bill provision and instead t o implement f o r 

Gulf ' s large deatand-metered classes an appropr ia t e l ocu l 

f acilities demand charge c alculated in the same way a s 

t hat presc ribed by this Commisoion for standby servi ce 

in Docket No . 

Standby Rates. 

85067 3-EU, Gener ic I nvestigat ion o f 

The Company ' s p roposal is no t 

a ppropriately designed in that it may allow non- r ue! 

e nergy c harges and fuel c harges to count t owa r ds the 

zr. inimum bill amount bas ed o n the c u s t omc :- ' c 

c ontractually specified amount of lo ·al d istribu tion 

c apacity . If, as it appe ars, the prov ision woula allow 

fuel a nd non-fuel energy charges to count toward the 

mi nimum bill, it sends impr oper price signals 1n t ha t 
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f o r some range of consumption, the incremental o r 

marginal cost to the customer of additional ene rgy 

consumption is zero. This is ant i-conservation and 

should not be permitted. 

The Commission s hould require Gulf t o set its General 

Service (GS, non-demand-me tered) rates equal t o its 

Residential service (RS) rates. finall y , support 

time-of-use rates for all c ustome rs . 

Q: What is the purpose of cost of service stud ies? 

A: Cost of service studies analyze the costs of providing 

electric service to the various classes o f customers. 

They are in turn used by utilities and regulato rs to 

establish rates. Fair, just, ar.d r e asontlble rates are 

those that track cost most closely . The goal o ! cost o f 

service studies s hould thus be to reflect cost­

causation, that is , the way in which the uti li ty i1 ocurs 

costs or the specific cons i derations that utiliti es make 

in their internal decision-making processes. 

Exhibit 3 5"'0 (RSW- 1) is a flow c hart that sh .Jws the 

steps in cost allocation and ratemaxing . 
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Q: How closely should regulators follow cost of service 

studies in settinq rates? 

A: In the long run, I believe that rates should be ce t 

equal to unit costs as indicated by cost s tudies. I n 

the short run, rates should be set a s c 1 ose to unit 

costs as is practically poss ible. For reasons of rate 

continuity or stability, or to avoid rate shoc k on 

specific groups, utilities and regulators me:,• find it 

desirable in some cases to mo~e toward unit c osts 

gradually. 

To the degree that rates are not set at costs , subsidi~s 

exist. They may be inter-class. 1! c !asses' rates 

generate more or l ess than their allocated revenue 

responsibility, or they may be intra-clnss, as occurs 

when demand charges recover energy-rel~ted costs , or 

vice versa . Subsidies should be avoided to the ma ximum 

extent possible. 

avoided altogether . 

In the long run, they should be 

Q: Please describe the Equivalent Peaker Cost allocation 

aethod . 
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A: This method differs from most o ther cost o f serv l C e 

methods in i ts treatment o f production plant costs. The 

Equivalent Peaker method classifies all vf the ut ili ty's 

a ctua l p 'lak i ng units a s demand-related and cl assifies, 

analytically, the utility's intermediate and baseload 

units i nto demand-related and energy-related compone nt s 

as follows: the estimated cost of p eaking unit s wit.h 

c apacity equivalent to tha t of the utility ' s 

intermediate and baseload units is classified a s 

demand- related and allocated o n the ba sis of the 

classes' con·tributions to the utility's peak de mands, 

the twelv~ monthly coincident peak demand s in Gul t' s 

case. The additio nal investment in t hose pl a nt s ~bove 

the cost of equivalent peaking capacity is =lass ified as 

energy-related and alloc ated on the bas1s o f the 

c lass es' pro po rtionate s hares o t Gul t 's r cta i 1 energy 

consumption, measured at the generation level. 

Q: Please explain the rationale that underl ies and s upports 

this cost of service methodology . 

A: The Equivalent Peaker method recoq nizes that electr i c 

utilities build diff e rent types ot generating plants for 

different reasons . Peaking units are built to serve a 

given l evel of KW demand when that demand i s no~ 

ll 
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expec~ed to be of long duration. Base 1 oad units .'l re 

usually built to serve a given level of KW demand when 

there is also a substantial KWH energy load to be 

served. In some cases, baseload units are c onstruc ted 

to obtain energy cost savings even when the utility ha s 

adequate capacity to meet i~s peak demands . 

More specifically, the EPC method tracks utility 

generation expansion practices, which generally con~i st 

of two phases . First, the utility identifies a ~ f o r 

additional capacity, and the timing of thi\t need , by 

analyzing its : 4liability criteria. These may inc l ude 

reserve margin, loss of load probability (LOLP), loss o f 

load hours (LOUi), or expected unserved energy ( EUE) . 

The utility will plan to add capacity when its projected 

peak demands cause theGe criteria to violate esta bl i shed 

critical values . Second, after a need for addit ional 

capacity is identified, an economic analysi s i s do ne t o 

determine the least-cost generation expans ion plan , 

i.e., what ~ ot capacity to add, based on the 

utility's proj ected energy loads. 

The EPC me thod recognizes that ~he additiona l production 

plant costs incurred by electric ut i lit i es above t.he 

cost of peaking units e.g . , the addit ional cost o f a 

12 
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base load coal unit above the cost or gas or oi 1 1' ired 

combustion turbines are incurred because the KWH 

energy loads of the utility's c ustomers are suffi cient 

to justiry the additionai initial capital expense. 

In other words, if the utility were building generating 

plant only to serve a brief peak demand , it would build 

or buy the least expensive peaking un its availabl e. 

However, since the utility has to serv e a significan t. 

energy or KWH load, it is economically sound f or it to 

build baseload generating units that use relatively 

inexpensi.e fuel, s1.1ch as coal. The fuel cost savings 

realized bec ause the plant serves a broad energy 1 o<~d 

are sufficient to j ustify the additional pl ant c o t< t s . 

Th us, these additional plant costs are properly 

classified as energy-related and allocated to ra t e 

classes acc ording to their proportionate shares of KWH 

consumption. 

Only the cost of equivalent peaking c apacity, plus the 

cost of the utility's a c tual peak i ng units, is properl) 

classified as demand-rel a ted . These demand-related 

production plant costs are allocated to rate cl asses 

based on their contribut ions t o the utility' s peak 

demands. 
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Q: Please explain the difference between the Equivalent 

Peaker aethod and the 12 CP and 1/13th Woightod Average 

Deaand ( 1 '2 CP and 1/llth) aethod. 

A: The two methods differ in their treatment o f product1o n 

plant costs . The Equivalent Peaker method c lassifies a s 

demand-related only the estimated cost to uuilJ peaking 

units with capacity equivalent to that of the utility's 

total generating plant. These demand-related costs are 

allocated in proportion to the cla~ses' proport ionate 

shares of 6ystem co1ncident peak demands, the twe 1 ve 

monthly peaks in Gulf's case. Recognizing and trar kinq 

the prudent system planning practi ce of determinin4 , 

based on energy loads tone served, what type of unit is 

most economic to build after ~ need for add i tional 

c apacity to satisfy reliab i lity c riteria l S 

established, the EPC method classifies ~he r e m3ininq 

costs above the estimated cost of equivalent pe aking 

capacity as energy-related. These energy-related costs 

are allocated to the c lasses according to their 

proportions ot total jurisdi ctional energy consumption 

at the generation level, excluding plant and company 

use. 
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The 12 CP and 1/ 13th method, on the other hand, 

classifies 92.31 percent (12/13 t hs) of p r oduc t ion ~lant 

as demand-related and 7. 69 percent ( 1/ lJ th ) a s energy­

related . This i s a j udgmental approa~h that attempts t o 

recognize that both peak demands and energy requirements 

are important in det~rmin ing t ota l production plant 

costs . In my opinion , the EPC method is cl early 

superior to the judgmental 12 CP and 1/ 13th met hod 

because of its analytical approach to measuring the cos t 

effects o t both peak demands and e nergy requirements. 

Q: How is thi~ different troa the cost allocation aet.hods 

that have h istorically been used by the Florida Public 

service co .. ission? 

A: Basically, the EPC method c lassi fies production plant 

costs into demand-related and energy- related ~omponents 

us i ng an analytical approach grounded in ~he sys~em 

planning considerations that drive the utili ty' s pl ant 

investm~nt decisions, as compared t o the vari ous 

judgmental approaches followed by the PSC in most cases 

in the past. As described above , the first step is to 

estimate the cost of b~ ilding pe aking un i ts of 

equivalent generating c apacity to that o f the util i ty' s 

intermediate and base load units. Th is esti mated cost 

15 
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o f peaking units is classified as demand-rela ted a nd 

allocated according to the classes' proportionate s hares 

of significant peak demands . The additional amount 

invested in the utility's generatiuc; p lants is 

classified as energy-related and allocated accordi ng to 

the classes• proportionate shares o f energy consumption, 

measured at the generation level. 

The Public Servic e Commission has hi s torically used a 

variety of cost allocation methodologies , ranging from 

heavily demand-weighted methods all the way t o full 

implementat:on of the Equivalent Peaker method . To the 

best of my knowledge, through most of the 1970s, the 

Commission relied on cost allocation studies using a 

peak-and-average demand approach; these studies 

allocated production plant costs to the rate cl asses 

according to their contributions to the utility' s 

jurisdictional peak demand and jur isd ictiona l average 

demand . These methods genera lly resulted in all oca t ion~ 

weightEd about two-thirds t o peak demand responsibil : ty 

and one-third to energy or average demand. (Because 

average demand is simply tota l energy consumption 

divided by the number of hours in the year, the 

allocation factors calculated using either class average 

demand or c lass energy consumption are identical.) 
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In the late 1970s and early 1980s, the Commission 

generally used a more heavily dema nd-weighted method, 

the 12 CP and l / 13th weiqhted average demand method . By 

this method , 12/13ths (92.31 perc ent ) of produc ti on 

plant costs were classified as demand-related and 

allocated t o rate c lasses a ccord ing to their perc entage 

shares ot the utility's twelve monthly jur isdictional 

peak demands . The remaining 1/l3th (7.69 percent ) was 

classitied aa energy-related and allocated to the 

classes acc ording to their percentage s hares o f 

jurisdictional energy consumption . 

By 1983 , the Commission had begun to re-think its 1ove 

toward demand-weighted cost allocation methods. At 

least three ot the state 's f our large investor-owned 

util i ties also proposed and supported cos t of service 

methods that incorporated heav i er wt-ighting of c lass 

energy con s umpt ion in a llocating production plant costs. 

In the so-called "St. Lucie II Min i -Rate Case" o f 

Florida Power & Light Compa ny, the second phase o t 

Docket No. 820097-EI, the Commission c lassified the 

fixed revenue requirements of FPL's newest nuc l ear 

generating unit into an energy-related component, equal 

to the annual tuel expense savings that the p l ant wa s 

1 7 
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projected to provide, and a demand-related component 

equal to the balance. By th.i.s approach, $179,000, 000 

(75 percent) ot the plant's revenue r e quirements was 

classified as energy-related and allocated to the 

classes on the basis ot their energy consumption, wh ile 

the remaining $58,816,000 (25 percent) was allocated so 

as to move the classes closer to parity in rate of 

return. In FPL ' s next (and most recent) general rate 

case, Docket No. 830465-EJ, the Commission again 

addressed the energy-relatedness of the Company's 

investment in St. Lucie II. This t i me, the Comruission 

classitiea St. Lucie II oy an equivalent peaker 

approach, with the result that 78 percent of the rlant 

was classified as energy-related and 22 percent was 

classified as demand-rela t ed. In its Order No. 13537, 

the Commission went on to note its intent to consid e r 

classifying FPL's three other nuclear generating unit s 

by the same equivalent peaker approach i n future rat e 

cases. Order No. 13537 at 60. 

In Tampa Electric Company's 1983 general rate case, 

Docket No. 830012-EI, the Company proposed a cost method 

that classified a significant por tion of the Company's 

CWIP investment in its Big Bend 4 basel oad generating 

unit , then under construction, as energy-related. Th~ 

18 
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Commiss ion adopted this proposal, with the overall 

result that signif icantly more o f the Company's 

production plant revenue requireme nts was c lassified as 

energy-related and allocated to the classes on the basis 

of their energy use than would have been so a llocated 

using the 12 CP a nd 1/13th approach. 

In Tampa Electric ' s 1985 general rate c ase, Docket No. 

850050- EI, several cost studies were put on the table: 

(1) a pure peak demand (7 CP) study sponsored by 

industrial intervenors, wh ich would havtS all ocated 100 

percent of "'reduction plant costs on the bas is of the 

classes ' peak demand res ponsibility ; ( 2) the Company's 

study, whic h utilized a 12 CP and l / 13th approac h with 

certain pollution control and fuel handling e quipment 

c l assified a :s enerqy- related , resul t1ng i n an overa ll 

c lassification o! about 34 percent o r production pl an t 

as energy-related and 66 percent demand-related; (3) an 

EPC study, which classified about 75 percent of 

production plant as energy-related and 25 percent as 

demand- t·elated; and ( 4) a production stacking method 

that classified about 79 percent a s e nergy - related and 

21 percent as dem.and-related . The Commission adopted 

the Equivalent Peaker Cost study as its prima r y guide t o 

c lass cost allocation and rate design. 
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Q: Are you s ponsoring an y coat ot service s tudies into 

e v i d ence in this case? 

A: Yes , at this time I am sponsoring into evidenc e an i PC 

study prepared by ~ulf's Witness Michael T. 0'Sheasy in 

r esponse to I nterrogat ory No. 1, Staff's First Set, and 

a so-called "Refine d " EPC study prepared by Hr . O'Sheasy 

i n res po nse to Interrogatory No . 2, Staff's First Set. 

These a r e identified as one doc ument , Exhibit 3 S I 

(RSW-2) . Additional l y, I intend to sponsor enhanc ed, 

revise~ versions of these two studies into evidenc e as 

soon as pos sible . The revisions, which improve the 

s t udies but which should not produce dramatic changes ~ n 

their resu l ts , are addressed later in my testimony. 

Q: Pl ease describe the r esul ts of the Ba:;ic Equivalent 

Peaker Cost .athod t or Gu l t Pavor Co~~pany, and compare 

them to the 12 CP and 1/13th Weighted Average Deaand 

.athod s hown i n MFR Schedule E-1. 

A: Exhibit 1 !"Z, (RSW-3), consisting of 4 pages, presents 

a comparison ot net operating income and clas s rates 0 f 

ret urn at present rates tor the 12 CP a nd l / 13th 

Weighted Average Demand method, the basic EPC method, 
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and the Refined Equivalent Peaker Cost method , whi c h is 

disc ussed later in my testimony . To summa r i ze briefly, 

thi s side- by-side comparison sho ws that the 12 CP and 

1/ 13th method allocates more costs to the RS, GS, and ss 

rat e cla sses, as reflected by their lower rates o t 

return and lower NOl at present r ates, and less to the 

other classes than the Basic EPC method. f or the RS, 

GS, PXT, and OS classes, the Refined EPC yielcts result s 

between those of the 12 CP and 1/ 13th method and the 

Basic EPC method. However , t he GSD class is all ocated 

more cost responsibility , reflec ted by less NOI and a 

lower rate o f return , us i ng the Ref i ned EPC than under 

either of the other st·udies, whi le the LP/ LPT, OS- III , 

and SS c lasses are allocated less c ost responsibi lity by 

the Refined EPC s tudy than under either of th(; other 

s tudies . While thesP results arP. somewhAt councer-

intuitive, they appear to rP. s ult from different 

relat ionships between demands in the 12 monthly 

coincident peaks and those i n the company's 1 ,4 )0 

highest-demand hours. 

Q: How vould fuel expense be treated in rate mak i nq u s ing 

these cost of service principles? 
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A: '"he EPC method does not create a need t o a 1 ter the 

Commission's current average-cos t-based ratemakinq 

treatment of fuel expen.se . 

Q: The Equivalent Peaker Cost aethod wou~d shift soae 

production plant cost c eaponaibility away fro• l ow- load 

fact.or custo .. ra and classes and toward high-load factor 

cus toaers and cla •sea, would it not? 

A : Yes . 

Q: Yet you ar:.. not a d vocat ing any acco•panyinq c hange in 

the Coaaisaion•s r ateaaking procedure for fuel cost 

recovery, is t hat correct? 

A: Yes . 

Q: Why not? 

A: Because n o s uch change in fuel cost recove r y is 

necessary . The Equivalent Peaker method actually moves 

the overall relationship between pro<.luc tion plant c ost 

a l location, fuel cost al loca lion, and fuel cost recovery 

toward a match ed, equitable relationship. 
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A fair apportionment of baaeload plant costs and 

base load-generated energy, which is less expensive than 

peaker-generated energy, would be o ne by which eac h 

class 's share of baseload plant cost responsibility-­

or baseload plant paid for -- would approximate the 

share o f inexpensive baseload energy received at the 

baseload fuel cost. Since average-cost pricing of fuel 

implies that each class gets a share of baseload energy 

proportional to its share of tota 1 energy consumption, 

we need only look at each class's share of total energy 

use to identify how much baseload energy i t received at 

the baseload price. This is particularly obvious in 

Gulf's case, since 99.8 percent o! Gulf's total energy 

is generated from coal (1990 projected). 

E>:hibit .:J S..J (RSW-4) show.,; that the r usidentia l (RS) 

c : ass should receive i n 1989 about 44 percent of the 

Company's baseload coal-tired electricity. By thP-- EPC 

method, residential customers would pay for dbout 4 3 

~ arcent of Gulf's baseload plants . By the Ref ined EPC 

method, they would pay for nearly 51 percent, and by the 

1 2 CP and 1/13th method, they would pay for nearly 53 

percent. on the other hand , whil e Gulf 's LP and LPT 

r ate classes should receive about 19 percent of the 

.::ompany' s base load co a 1-tired energy , by the 12 CP & 
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l /13th method, t .hey would pay for only 15. 56 perc ent of 

the baseload plants, and by the Refined EPC method, they 

would pay tor even less, 15 .49 percent. By the b~~ic 

EPC method, however , they would pay f or 17.25 percent. 

In sulllJilary, the closest match between base load plant 

cost responsibil ity and baseload f uel rec eived is 

achieved by the basic Equivalent Peaker method. Th is 

holds true across all three cost s tudies for all classes 

except the GSD class, for which the c losest matc h is 

provided by the Refined EPC study. 

Q: Doesn'~ your position really reduce to a siaple equity 

arquaent, that those vbo use or benet it trom base load 

plants should pay for the.? 

A: No. Although this is a sound nrgument, it is not the 

foundation tor my position. My posi t ion is b a sed on the 

"cost-causer-pays" principle rather than on a "bene tit s 

received" principle . It I desired only to pr~mote 

simple economic equity, I would advocate si mply 

allocating the full cost of baseload units on e nergy, 

because that's the only way of getting the base load 

plant cost responsibility to matc h up with t he fuel 

savings benefits. In contrast t o this simple equity 

approach, the EPC method recogni zes that all c ustomers 
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and classes s1Q contribute to the need to build capacity 

necessary to serve peak demands, and it allocates the 

cost ot peaking capacity to them accordingly. Although 

the EPC method is frequent ly attac ked for allegedly 

s hifting cost responsibility onto industrial and 

commercial classes, applying the EPC method could i :n 

tact reduce the rates ot industrial and commer~ial 

customer classes in cases where a util ity'"! industricd 

rates had hi.storically been set high in o rder to hold 

down residential rates (and, ot courAe, in cases where 

applying the EPC method to t he cl asses ' usage 

characte~.stics produces such results). 

Additionally, it is because of the "cont-causer-pays" 

principle i.e., because it i§ appropriate to 

recognize the role of peak demands in causing the 

util i ty to incur some production plant costs, and 

because baseload units do serve to meet peak demands-­

that I find it acceptable to live with the "fuel in­

equity" or "f~el mis-match" that r emains even using the 

Equivalent Peaker method . 

Q: Do you believe that the Equivalent Peak.er aethod sends 

an appropriate price siqnal relative t o the long run 
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~~arginal or incre11ental plant costs associated with 

serving ott-peak load? 

Yes. I believe that, b ecause o f the way ut~l 1 t1es 

determine what type of plant to bui ld , a nd the ref o r e t he 

cost of additional generating plant , the r e may we l l b e 

a long run marginal generating plant cos t o f o ff-pe ak 

energy use. This would be the add i tio nlll c ost t h.a t a 

utility would incur to build a ba s eload plant t o take 

advantage ot fuel savings availl\ble from runn i ng th e 

plant in off-peak as well a a on-peak p e r iod s. As 

util ~c ies plan, All KWH loads are c o nsidere d in 

determining what type of plant i s t o be built. I n t.ome 

cases, utilities have even faun~ i t econ omi c a l l y 

desirable to build a basc load coal pl a nt to obtain 

energy cost savings in serving broad o n-peak and o f f ­

peak loads, even when n o add i t ional c a pac i t y was 

required for reliability purposes. Rates bas ed on an 

Equivalent Peaker Cost method wil l embody an a p p r opri a t e 

reflec tion of this cost. (These rates w i 1 1 not equa l 

the act ual incremental cost o f new bas eload pl a nt above 

the c ost of new peaking plant, whic h c ou l d b e $. 01 5/ KWH 

to $ . 035/KWH, because the a c tual ra t e s will be b a sed o n 

embedded c osts . These rate s will , howev e r , p r ov i d e an 
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appropriate price signal reflect ing the potential real 

incremental cost of off-peak use.) 

Q: Have you reviewed tbe so-called Refined Equivalent 

Peaker Coat (REPC) study filed by Gulf Power in response 

to the co.aiaaio~ Staff'• Interrogatory No . 2? 

A: Yes. 

Q: Do you believe that the Refined EPC study is superior to 

the ba.aic EPC .tudy aethod that you have described "lnd 

auppc>- ted above? 

A: No, I do not. 

Q: Please explain. 

A: The Refined Equivalent Peaker method closely f ollcws the 

basic EPC method except that using the Refined EPC 

me~hod, the energy-related compone nt of production plant 

rate base is allocated to the classes according to ~heir 

shares of energy consumption in the highest-demand hours 

under the utility's lobd durat ion curve. The number of 

hours is determined according t o a break-even cost 

analysis between building a peake r and bui l ding a 
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baseload unit . While this approach has some appeal, 1 

cannot give the method my full support tor the following 

reasons: 

1. It does not track utilities' a c tual generat ion 

expansion ~lanning processes. Specifically, it 

ignores the utility's total energy loads which are 

included as on input to the economic analysis phase 

of the generation expansion planning process. 

2. It does not recognize potential long run 

marginal or incremental plant costs or off-pea .k 

enerqy use. 

3. It results in a lesser degree ot "fuel cost 

matching", or leas f uel equity than the basic EPC 

study. This is particularly pronounced in the c ase 

o f Gulf Power Company, because some 99.8 percent of 

Cult's enerqy sales are generated from coal-fired 

generating plants. As shown in Exhibit 'J s-1 (RSW-

4), applying the Refined EPC method would have 

Gulf's LP/LPT and PXT classes pay ror only 23.64 

perc ent of the Company's baseload coal plants while 

receiving 29.87 percent of their generation. On 

the other hand, using the basic EPC method, these 
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clasaes would pay tor 26.52 percent of the 

Company's baseload coal pl ants wh ile still 

rec eiving 29.87 percent of t hese units' generation. 

4 . Using the highest-demand hours under the load 

duration curve is not appropriate. In the first 

place, it the unit were expec ted to d~spatch in AnY 

number or hours greater than the break-even number 

ot hours, then, by the break-eve n hypothesi s, it 

would be built, regardless whether these hours were 

in the high-demand end or the low-demand end of the 

luad durat i on curve. Secondly, for technic a l 

reasons, a utility would almost surely OQt build a 

baseload plant to operate onl y in the highest 

demand hours of the year. Th i s is because these 

hours generally fall within daily peak periods, of 

a tew hours per day , and u t il ities strenuously 

endeavor to avoid frequent c yc ling of baseload 

units in order to avoid wear on boiler comp'lnents 

that results from frequent heating and cooling. 

5. Adopting th i s approa c h would place the 

Commission in a clearly and unco~fo rtably 

inconsistent position with respect to produc t jon 

plant cost allocat i o n and the prici ng o t 
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cogeneration power purchased by utilities. If the 

Commission determines that All production plant 

costs are attributable to the highest 1,430 hours 

(or 1, 500 hours or any other similar number of 

hours) under the load durati o n curve, then 

consistency would dictate that Qualify i ng 

Facilitioa should receive the full baseload revenue 

requirement it they generate tor the c ame peri od . 

I do not believe that this would be appropriate, 

because QFa should be paid baseload revenue 

requirements only tor providing basoload-type 

serv : ce. and I most strongly doubt that either this 

Commission or Florida's electric utilities would 

s upport such a proposal. 

Q: Does the Refined BPC -tbod represent a reas onable 

coaproaise betveen the basic BPC ~~ethod and the 12 CP 

and 1/lltb WeiCjbted Average Deaand aethod supported by 

the C011pa11y? 

A : I t may, but 2lllY if one is looking for a compromise. 

The Refined EPC produces results that gener~l ly lie 

within o r not far outside the range defined by the 

results of the basic EPC method :md the 1~ CP and 1/ l 3th 

Weighted Average Demand method . However, a s 1 
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discuss ed earlier , I believe the Basic EPC i s superior 

to the Refined EPC ( 1) bec ause it more c losely tra ... k:s 

actual generation expansion planning cons i derations , and 

(2) because it more c losely matches base1oad plant cost 

responsibi lity with the inexpensive coal-f i red powe r 

which predominates Gulf's actual energy producti ~n. 

Where, as here, an analytically correct approach is 

available, compromises are inappropriate . 

Additionally, while compromises may represent accepta ble 

means of smoothing transitions f rom o ne cost of se r vice 

met hodology to a bett~r one , this f u nc tion is probably 

fulfil l ed at least as well by the Commission ' s 

traditional "transition rules of thumb" that 1 imi ':. the 

increases that any class can receive relative t o ott.er 

.:lasses . 

Q: If the ColDission d eterwines that using a Refined EPC 

A: 

a pproach is appropriate in this c ase, should any 

modifications be aade to the study shown in your Exhibit 

;J)j (RSW- 2) ? 

v~s. If the Commission determines that a Re f 1 ned EPC 

approach should be used to guide cost allocation in this 

case, then the Commission should at least require the 
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use of a study that uses the classes' relative s hares of 

energy consumption in the Company' s actual on-peak 

hours, not the energy use in the highest-demand hours 

t•nder the load duration curve, to allocate thP energy-

related component of production plant. Th i s wou 1 d at 

least tend to capture some of the effects that off-peak 

energy consumption has on the Company's \ nvestment 

decisions and also to refl ect the fa..:t that uti ll tie s 

would not build baseload plants for cycling duty only 

during peak demand hours . 

Q: What aodifications or corrections need to be aade to the 

EPC and REPC studies filed by the Coapany in resp0nse to 

Staff's Interrogatories No. 1 and No . 2? 

A: Not all primary voltage conductor, subt r3nsm i ssion 

voltage conductor, and transmission voltage conducto r 

serve c ommon functions . Some ~unct ion as ded icated 

facilities . Yet, they are allocated on the basi s o f ~ 

classes ' NCPs. The company has allocated all of Account 

369- Services, which includes secondary service drops, 

to secondary voltage-level c ustomern. To be consistent, 

the company should estimate the rate base value ot 

primary and higher voltage-level conductor that 

functions as dedicated distribut ion fa c ilitiE>s , o r as 
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higher voltage service drops, and directly assign these 

estimated amounts to the classes that include the 

customers who are serve1 by these facilities. 

Another important revision is that fu~l invento ry 

should be classified as energy-related; the Company' s 

study has classified fuel invento ry as demand-related. 

The re-classification of fuel inventory is not a feature 

unique to the Equivalent Peaker Cost method; thi s is a 

correction that should be made e v e n if the Commission 

were to adopt the 12 CP and 1/1 3th Weighted Average 

Demand method or any other method, simply bec ause fuel 

is energy-related and all owable fuel inventory is e 

function of projected generation . 

Q: I n your opinion, is there a gen-oric problea with the 

cost of service .ethods that allocate most o r all 

production plant costs on the basis of peak demands ? 

A . Yes. The problem is that peak demand re s pons i b i 1 it. y 

methods assume that all production plant cost s are 

incurred to serve peak demand . Wh ile i t is true that 

al l plant has the capacity to serve 1ns t a ntaneous peak 

demands in addition to e nergy loads, allocating all 

costs on the basis o f class peak d ema nds simply igno res 
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the tact that plant costs are incurred no t only in 

con sideration of meeting peak demands but also becayse 

of the energy loads to be served. Peak demand s 

de te:.-mine the timing and amount o t capacity additions; 

energy requirements determine the type, and therefo r e 

the cost , of capacity to be added. En~ rgy requirement s 

c an even affect the timing of a baseload plant 

addition : by yielding fuel cost s avings realized by 

displacing existing oil-f i red capacity, a utility may 

find it economic to add a baseload coa l unit seve r al 

years before its capacity is needed tor r eliabil1ty 

purposes. In such a case, it would be tec hnically 

correct to classify All of that plant' s investment a:. 

energy-related for the per iod before its ~apac 1ty was 

a c tually needed for reliability. 

Q: Why is the Basic Equivalent Peaker Cost • ethod s uper ior 

to the other -thods proposed in this c ase? 

A: l>.s I stated at the outset of my testimony, the purpose 

of cost of s ervice a nal1ses is to allocate costs to the 

various customer classes according to the way in wh i c h 

the utility incurs them, or according t o the utility ' s 

considerations in inc urring cost s. This is turn enables 

utilities a nd regulators t o ~et rates in a ccordance with 
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how the underlying costs were incurred. for produc ti c.;-: 

p lant costs , the EPC method more a ccurately trac ks and 

reflec ts the utility's own decislon-making proc~sses 

than any other study in this c a se. It comes c l oser than 

any other to acc urately reflec ting the ut i l i ty ' s 

considerations (1) in adding c apacity to meet peak 

demands, and subsequently (2) in determining what type 

of capacity to add, and therefore how much it wil l 

spend. 

Q . Mr. Wright, do you support tiae of u.se rates for all 

cuata.e!. .J? 

A: Yes . I think that everyone familiar 1o1 i th the s ub j e ct 

recognizes that c osts ~ary a ccording to time of day, and 

per haps the time of year , when elec tr icit.y is generatea 

and consumed. I believe that time of use rates c 4n be 

designed that more accurately reflect cost of servi ce 

than do standard or non-time-~itferentiated rates . 

Becaus~ implementing rates that a ccurately reflec t c osts 

should be the goal of ratemak i ng, I s uppo rt time o f use 

rates. 

Q: Please desc ribe the iaplications of t h e Equi valent 

Peaker Coat aethod tor tiae ot use rate design . 
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For ratemaking purposes, I would recommend that the non­

fuel energy charge in both the on-peak and of!-peak 

periods be set equal to the energy unit cost f o r eac h 

class. This would include the cost of prod uc tion plant 

classified as energy-related plus energy-re l ated 

operations and maintenance expenses. If it were 

possible to directly assign the non-ruel variaole 

operations and maintenance expenses assoc iated with 

peaking units to the on-peak energy charge, that would 

be desirable. Additionally, to the degree that true 

differc..aces between on-peak and off-peak variable 

production operation and maintenance expenses c an be 

identified and calculated, it would be de sirable to 

assign them to the on- peak and off-peak energy charges 

accordingly. However, I believe that these r e finement s 

are probably so small as to be non-essential, if i ndeed 

they are measurable at all. The maximum demand c harge, 

applicable to the customer's highest measured demand i n 

the current month or a preceding "ratchet period" of one:! 

to two years, regardless whether it occurred on-peak or 

off- peak, would be an amount sufficient to rec over the 

cost of local distribution facilities , including O&M 

costs, plus possibly some component of no n-local 

distribution costs, e.g., substat i ons. The on - peak 
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demand c harge would be set to recover the revenue 

requirement tor demand-relat ed produc~ion and 

transmission costs, p l us any distr ibution costs not 

recov~red through the maximum demand charge. 

Appropriate time-or-use rates should also include a 

cost-based customer charge a nd t ime-differ entiated fuel 

charges . 

Because residential and general service, non-demand 

customers do not pay demand charg~s, their demand­

related revenue requirements would be recove red through 

the on-r;.,ak non-!uel energy charge tor these classes . 

The customer charge would be the same as that for non­

TOU members of t he same class , ad justed to reflect 

h igher costs of metering and billing, as appropriate. 

Q: In your opinion, vould the higher ~~etering costs 

associated with tiae-o!-use rates be cost-effective? 

.\: Possibly. The evidence wi t h wh ich I am familiar seems 

to indicate that for relatively slight differen~ials 

between on-peak and off-peak rates, the erfects on peak 

demand reduc tion are correspondingly r..l ight. o n the 

other hand , because time -d ifferentiating meters are 

relatively inexpensive ; no more than $200 for w~tt-
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hour meters which would be used for the residential and 

small commercial classes where the effects of time-of­

use rates would be the least, a would only take a 

reduction ot one-ha lf to two- thirds of a diversified kW 

per customer to make the investment cost - effe ctive. 

Q: How should rates be set for Gulf's General Service (GS) 

rate class? 

A: The GS rates should be set equal to the Company ' s RS 

rates. I believe that Gulf • a GS rates got oft the 

proper tr~ ~k several years ago due to probl~ms with load 

research estimating procedures , and it is past time t o 

rectify the inequitable situation that presently exists. 

Gulf itself proposed setting the RS and GS rates equal 

in i ts 1984 general rate base . 

Cost of service studies almost i nvariably show that it 

costs no more, and frequent ly less, to serve the GS 

class than it costs to serve the RS class, on a unit 

cost basis. For reasons of administrative efficiency, 

the Commission has wisely s upported a policy of set ting 

the GS and RS rates equal for other utilities i'l the 

s tate rather than attempting to set the GS rates at unit 

cost . 
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I recommend that the Commission follow this pol icy in 

this case, even though i t means that the GS class will 

receive a dec rease. In my opinion, the decrease is lonq 

overdue . 

Q: Have you reviewed the ainimm bill provision proposed 

by Gulf in ita rate schedules? 

A: Yes, I have. 

Q: Do you bel~dve that this proposal is sound? 

A : No. 

Q: Please explain. 

A: By the language proposed by the Company i~ its response 

t o Interrogatory No. 48 , Staff's Third Set, the minimum 

bill provision of Gulf's LP/LPT and PX/PXT tariffs 

appears to permit non-fuel e nergy c harges and fuel 

c harges t o count toward satisfying the customer' s 

minimum bill under some circumstances. This is contrary 

to the Commission's energy conservation policies in 

that tor some range or consumption, it may send a signal 
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t o cust omers that their incremental cost for additi onal 

ene rgy consumpt ion is zero. Considering a simp! i fied 

example, if a c ustomer is faced with a minimum bi 11 o f 

$5,000, and he is allowed to count all charges, 

including fuel and non-fuel energy c harges, towards the 

minimum, the real incrementa l cost t o the- c us tomer of 

using the first $5 ,000 worth of energy is zero. 

Q: Do you have an alternate proposal? 

A: Yes. I would recommend that the Commission direc t Gulf 

to implement a local facilities or d is tributi o n dema nd 

c harge !or these r ate classes 

cal c ulated in exactly the same way as that p rescribed by 

the Commission for standby customers in Docket No. 

850673-EU. That charg~ is based on each c lass' s 

distr i but ion uni t cost, calculated us i ng 100 percent 

ratcheted billing demand , and is applied to the 

c ustomer' s h i ghest measure d demand dur ing the current 

month or in a specified period preceding the current 

billing month; the "ratchet period" for standby r ates i s 

generally two years. 

This rate design a~sures that customers pay more 
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d i r ectly the costs of maintaining the distribution plant 

and capacity necessary to serve t h e ir maximum demands . 

Q . Please suaaarize your testiaony. 

A: Despite the thousands of steps and individual 

calculations involved, cost of service allocation is not 

conceptually difficult. Utilities and regulators should 

strive to allocate cost responsibility to the classes so 

as to track the considerations and decisions that 

determine how costs are incurred . o t the cost of 

service all ""lcation methods proposed i n thi s case, the 

Equivalent Peaker method is the best in this regard: it 

assiqns pea k-demand-related produc tion p lant costs to 

classes on the basis of their contributions to peak 

demands, and it assigns the additional plant cost s 

incurred because of energy l oads t o be served on the 

basis o f the classes' energy use. In so d oing , 1 t 

reflects cost causation more a ccurately and more fairl y 

than du the other studies in this case . 

Additionally , it results in a fa i r e r apportionment o r 

the additional costs of building a base load plant, as 

opposed to a peaker , in re l at ion to the classes' s hares 

ot cheGp baeeload energy rece i ved. 
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Time of use rates for demand-metered c l asses should be 

designed to include (1) an appropriate cos t-based 

customer charge, (2) a non-fuel ene rgy c harge set equa l 

to the respective class energy unit cost s for bo th O'"l · 

peak and off-peak energy use, (J ) an on-peak d e mand 

charge designed to recover each class • s demand-related 

production and bulk transmission revenue responsibility, 

(4) a maximum det~~and charge designed to recove r the 

costs of local facilities, plus appropri ate non-local 

distribution facilities, applied t o the customer' s 

maximum dem~nd during the past one to two years, a nd (5) 

time-differentiated on-peak and off-peak fuel charge s . 

TOU rates for non - demand-metered customers shoul d 

include (1) .a customer charge, (2) an off-peal< non- fue l 

energy charge equal to class energy unit c ost, (J ) a n 

on-peal< non-fuel energy charge equal t o the class ene r gy 

unit cost plus the class's demand-related prod uction , 

transmission and distribution c ost respons i bil it y 

expressed on a cents-per- on-peak-KWH basi~. and (4 ) t )me 

differentiated fuel charges . 

To have rates that more closely trac k c os ts ye t are 

administratively efficient and manageable , Gulf' s 
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qeneral service non-demand (GS) r ates s hould be s et 

equal to the company ' s RS rates. 

The CommissJon should require Gulf t o implement a l ocal 

facilities demand charge (or distribut ion demand c harge) 

for its large demand-metered classes. Th is c ha rge 

should be calculated in the same way as the local 

facilities charge tor standby customers prescriiJed by 

this commission in Docket No 850673-EU. 

Q: Does this conclude your direct testiaony? 

A. Yes , it does. 

C: \ gulftest 
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1 Q (By Mr. Burgess) Mr . Wright, have you 

2 prepared a au.aary of your direct testimony? 

3 A Yea, air. 

4 Q Would you please deliver that aumaary t o the 

5 Colllllbaion? 

6 A Yea, air. Coat of service studies allocate 

7 costa incurred by the el•ctric utility to rate c lasses , 

8 and they should be used to guide rate design . To the 

9 extent possible, cost of service studies shoulJ reflec t 

10 cost causation factors that deteraine utility's cost 

11 incurrence decisions. It's ay testimony that the 

12 equivalent peaker aethod or basic equivalent peaker 

13 method, as it is specifically denoainated, tracks the 

14 coat -causing factors that deteraine elec tr ic ut ili t y's 

15 spending decisions regardinq production plant 

16 investment, better than any other ~ethod i n this c ase . 

17 The equivalent peaker method c losel y t r ac k& 

18 the t~o-stage process of electric u t ility genecation 

19 expansion planning. The method r ecogni zes tha t 

20 rel iability index values, which achieve critical 

21 magnitude in a number of peak hours , dr i ve t he Ut i lity 

22 t o add capacity , and that energy l oads incorporated 

23 i nto the economic analysis component of generat i on 

24 expl ansion planning determine the type of plant and 

25 therefore how costly a plant that the e l ectr ic ut ility 
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1 will add once a need for additional capacity and the 

2 timing of that need have beon identified . 

3 The peaker method reflects this process first 

4 by classifying the coat of peakers, plus the cost of 

5 peaking capacity equivalent to that of the Utility's 

6 intermediate and baseload units as demand related, and 

7 by allocating thea on the basis of an appropriate 

8 demand, peak deaand allocator. 

9 It secondly tracks the process by classifying 

10 the extra costa incurred by the Utility to build 

11 intermediate and baseload plants, which decisions are 

12 driven by the economic analysis component of syste~ 

13 planning as energy related and allocationg them to the 

14 classes according to their respective shares of t~e 

15 Utility's energy loads. 

16 Pure deaand classification methods tail to 

17 accurately reflect the factors that determine the 

18 electric utility's planning decisions . Speclfically, 

19 they fail coapletely to recognize the icport ant role ~t 

20 energy loads in determining what type or and therefore 

21 how costly plant the utility builds. 

22 The 12 CP and 1/13th method, wh i le it 

23 attempts to address the role of energy in generation 

24 expansion planning, is judqaental. It basically adds a 

25 ! thirteenth number to 12 other numbers and understates 

I 
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3 The refined equivalent peaker Method, while 

4 it has s ome intuitive appeal , is incorrect for several 

5 reasons. It does not track a ctual generation exp~nsion 

6 planning decision processes as well as the basic 

7 equivalent peaker .. thod does . Utilities conduc t the 

8 econoaic analysis coaponent of generation planning 

9 based on serving all the loads in all the years of the 

10 expansion studi&s on a system basis, not on the basis 

11 ot loads to be served in soae number o f hours under tho 

12 high-u .. end of the load duration c urve. 

13 ~~e refined equivalent peaker aethod does not 

14 recognize potential long-run marginal o r incremental 

15 plant costs of ott-peak energy use. Wi th one very 

16 slight exception in Gulf's case, the refined equivale nt 

17 peaker aethod results in a lesser degree of fuel cost 

18 equity or fuel cost aatching or fuel symmetry than does 

19 the basic equivalent peaker aethod . 

20 ~ourth , using the high demand hours under the 

21 low duration c urve is not appropr iate and it ignores 

22 realistic cases where o!!-pea.k use c an cause the 

23 Ut i lity to build baseload plant . It fa ils to recognize 

24 that utilities generally will not build a baaeload unit 

25 to run only in 1 430 or 1500 o r 1600 hours a year. 
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1 Finally, adoptinq a retiued Equivalent Peaker 

2 approach would place the Commission in an uncomfortable 

3 position o! bavinq adopted con!lictinq judqments on t he 

4 coats caused by and avoided by enerqy loads. If you 

5 adopt the refined equivalent peaker aethod, it's 

6 exp1ictinq adopting the position t.hat u•age unde r the 

7 hiqh end ot the lo~d duration curve causes the Utility 

8 to build a baseload unit. Loqically, i! usaqe in these 

9 hours, 1430 or 1500, or whatever similar number of 

to hours are indicated, causes the Utility to build a 

11 baseload unit, then power provided durinq these same 

12 hours would avoid that unit. 

13 I believe thia indicates a conflict in c r os s 

14 principles that would be applied to coat o! servic e 

~5 analysis and that which is applied tJ the evaluation o f 

16 OF power. 

17 I don't believe that this Commission, nor 

18 Florida's electric utilities , are ready t o pay basel oad 

19 revenue requireaents to QFs or IPPs !or power del i vered 

20 only durinq 1500 peak hours a year, nor would I advise 

21 the Commission to do so. 

22 Havinq said all ~~at, it the Commission wants 

2 3 to use a retineJ equivalent pea.ker aethod, it sho uld at 

24 least use the class shares or enerqy use in the 

25 Coapany's actual on-peak hours as the energy allocator , 
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1 and by actual on-peak hours, I mean those hours that 

2 are within the period desiqnated as on peak for 

3 time-of-use rate purposes . This will capture some of 

4 the contributions of ott-peak use to decisions to build 

5 baseload units and would also help to reflect the fact 

6 that utilities will not build baseload units for 

7 cycling duty during high-use hours only. Jt doesn't g o 

8 far enough because the actual on-peak periods only 

9 include about 25\ ot the hours in the year as opposed 

10 to the minimum of around ot 40\ that a baseload unit 

11 would actually be run. But it's a lot better than the 

12 totally unrealistic 16\ ot the hours indicated and 

13 assumed by tlle refined equivalent peaker method and as 

14 reflected by Mr. O'Sheasy's break-even analysis for 

15 Gulf. 

16 My testimony addresses the issue of local 

17 facilities' charges and ainimum bill provisions. I am 

18 concerned somewhat about the potential application of 

19 the Company's proposed min imum b i ll provisions becau&e 

~ o they would appear, based on my reading, t o permit 

21 nontuel energy charges and fuel charges to count toward 

22 the minimum bill amount applicable under the rate . 

23 I don't mean any prejudic e here. but I ' m 

24 going to mention something about Mr. Haskins' testimony 

25 in re.buttal. He's test it ied in rebuttal that t.he 
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1 Company would not count fuel and nonfuel energy charges 

2 toward custo•ers' ainiaua billa under the Company's 

3 proposal . Aasuging this correct , reduces my conc ern, 

4 but at the bottom line, I don't see any j ustific ation 

5 for continuing to treat stand-by customers any 

6 differently than full requireaent cua~oaera when it 

7 co••• to rate deaiqn and coat recovery for local 

8 distribution facilities. I believe the stanJ-by rate 

9 design, local facilities and distribution demand charge 

10 is aoat sound in this regard, at least for Gult's large 

11 deaand aeter classes. 

12 I support tiae-ot-use rates for all 

13 customers, and, yea, I'll bite the bullet; I do mean 

14 that I support aandatory tiae-ot-uae rates for all 

15 customers because they aore accurately reflect cost 

16 than do non time-of-use rates. 

17 COMMISSIONER GUNTER: Slow down just a little 

18 bit for the court reporter. She's having to hustle to 

19 keep up with you. 

20 WITNESS WRIGHT: Thank you, Commissioner 

21 Gunter. 

22 I otter a proposal for time-or-use rate 

23 design that would recover peak deaand related cost 

24 through on-peak demand, and where applicable, nonfuel 

25 energy charges and ene~gy-related costs tram all energy 
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1 conauaption, and that would recover local distribution 

2 costa via appropriately designed aaxiaua deaand or 

3 distribution deaand or local facilities' charges. 

4 Finally, ay direct testimony addressed the 

5 issue ot proper rate design tor Cult 's general rate 

6 service cla~a. I'm very pleased and feel good that al ! 

7 parties in the case have stipulated to adopt the 

8 Citizen's reco ... ndation that general service rates tor 

9 Cult be set equal to their RB rates. 

10 Q (By Mr. Burgess) Does that conclude your 

11 summary, Mr. Wright? 

12 A Yea, air . 

13 MR. BURGESS: eo .. issioners, we tender the 

14 witness tor cross exaaination. 

15 WITNESS WRIGHT: Gulf Power in a earlier case 

16 it also reco .. ended CS rates being set equal t o RS . 

17 Somehow that didn't happen . I'm glad it happsned now. 

18 CROSS EXAMINATION 

19 BY KR. McWHIRTER: 

20 Q Mr . Wright, as I understand i t you're 

21 presently in law school? 

22 

23 

2 4 

11. 

Q 

A 

Yes, sir. 

Have you yot taJcen the course in evidence? 

No, air I haven 't. Th~t's genera lly part of 

25 the second year curriculua at Florida State . 
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Q When you get to the c ourse in evidence 

2 they ' ll talk about fact witnesses and opinion 

3 witnesses . And as I understand it you're offering ~n 

4 opinion here as t o things that are not readily 

5 perceptible to the average aan in the street as a 

6 matter ot fact, is that correct? A fact witness would 

7 be s oaebody vho observed a collision at an i ntersection 

B and he tells vhat he saw. An opinion witness foraulat~s 

9 an opinion to help people derive the ir ult i mate conclusio n 

10 that they're trying to seek with respect to certain 

11 issues. Are you an opinion vitnesa or e fact witness? 

12 KR. BURGESS: Are you asking f o r a lega l 

13 conclusion .coa this witness, Mr. Mc Whirter? 

14 

15 he is. 

16 

KR. McWHIRTER: 1 'a trying to figure out what 

COMMISSIONER GUNTER : He's a Class B 

17 practitioner. He could probably o ffer both, couldn't 

18 he? 

19 Q (By Mr . McWhirter) Sometimes opinion 

20 witnesses t.re c alled expert wi tnesses. Would you 

2 1 classify yourself as an expect witness , perhaps? 

22 A Mr. Mc Whirter , I think i t's fair to say that 

23 I hold myc elf out as an expert wi t ness on c ertain areas 

24 withi n the overall area of cost of service analysi s and 

25 rate design. I think, basad on what I know, and I have 
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1 heard the expressions "tact witness" and "opinion 

2 witness , " before and certainly the expression "expert 

3 wi ~ness , " I thinlc your characterization iR generally 

4 cor rect that my testimony involves expert opinio n as to 

5 proper policies and practices tor the Commission t o 

6 adopt. Aa to whether I'• a tact witness, on somo c ases 

7 I may be in that I can point to certain facts and 

8 tactual examples that support --

9 Q support your opinion . 

10 

11 

A support ay opinion . 

COMMISSIONER BEARD: Was that statement you 

12 judt made tactual or was that an opinion? 

13 WITNESS WRIGHT: Well , since it's a ~tatement 

14 about my teatiaony and ay knowledge, I would ho ld that 

15 out to be a tact, Commissioner Beard . 

16 COMMISSIONER EASLEY : He went towards 10 1 . 

17 (Laughtt!r) 

18 Q (By Mr. McWhirter ) Typically, Mr . Wr ight, 

19 when you have an expert witness , such a s yourself, who 

20 is going to otter an opinion upon which the Commiss ion 

21 should base its decision, he has some peculiar 

22 knowlectge in a specialized field that is not generally 

23 held by the persona who are going to make the ultimate 

24 decision . Did I understand you to say tha t you 're 

25 going to otter expert opinion evidence on c ost of 
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1 service methodology and rate design? 

I think that's fair , yes , air . 2 

3 

A 

Q Nov, in order to do that , then you must be 

4 s k illed t .hrough your educational background o r troll 

5 you.r training or froa certain other knowledge tha l 

6 shows that you know aore than the ordinary man i n the 

7 street about these fields. And I'd like to go through 

8 your very aaple and excellent credentials and ask you 

9 which of thoee credentials give you the expert training 

10 that you need in order to otter opinion evidence in 

11 connection with coat of service and rato design. 

12 At the University of Florida you got a degree 

13 with high h · nora in econoaics . Did the courses --and 

14 then you went on for a PhD. Did the c ourses in 

15 environaental econoaics, industrial org.mization, 

16 requlatory and antitrust economics and public finance 

17 dea l with the subjects of the cost ot servic e studies 

18 for electric utilities or rate design tor electric 

19 util ities? 

20 A Genera l ly not. The courses in regulatory 

21 economics did deal with revenue requirements 

22 determinat i ons and ratemaking policies tor some 

23 industries. 

2 4 

25 

Q 

A 

All right, air. 

The courses in environaental e conomi cs 
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1 exposed me to a lot of cost considerations to which 

2 electric utilities are subject, bnt the environmental 

3 eccnoaic courses, per se, did not good into cost 

4 allocation and rate desiqn well with the exception that 

5 some of t.hem did consider peak load prici ng. 

6 Environmental concept• are like peak load 

7 pricing, is that w.hat you said? 

8 A I think what I said was that my studies in 

9 the field of environmental economics did include 

10 studies of peak load pricing, which is a rate des i gn 

11 technique that was, and still is, thought to promote 

12 optimal consumption decision aakings by accurately 

13 reflecting coat differences betwoen on-peak energy 

14 consumption and oft-peak energy consumption. So to 

15 some extent ay work in environmental economics did 

16 addr ess that area. 

17 Q While you were at the Co1111isaion you had 

18 training sessions on cogeneration , then you were an 

19 instructor in a requlatory seminar on the presentation 

20 of current issues in enerqy. 

2t I perceive that when you were an instructor 

22 and when you dealt with cogeneration in some fashion, 

23 those dealt with t.he rate design and cost of service 

24 methodology, those coursea? 

25 A I don't think that the presentation on 
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1 current iaauea and enerqy covered coat of service 

2 analysis. It did cover rate deaign to some extent. I 

3 ~ecall that three of tho specific topics covered in tho 

4 presentation were interruptible or non-firm electric 

5 service, standby rate design for coqenerators and 

6 retention rates or cogeneration deferral rates as 

7 they're aosetiaea called. They are obviously 

8 underpinned by a coat of service analysis , but I don 't 

9 think ay apecific instruction session dea lt with cost 

10 of service iaauea. 

11 0 All right, air. When you left Duke you 

12 became an Assistant Professor of Economics at St . Olaf 

13 College in Northfield, Minnesota, where you taught 

14 various courses in econoaica . I would suspect as a new 

15 professor you were teaching Economics 101 and things 

16 like that, is that correct? You say Industrial 

17 Organization, Environmental Economics, and Principles 

18 of Economics . 

19 A Yes, sir. I taught courses specifically 

20 entitled "Industrial Organization", •Environmental 

21 Economics" "Principles of Economics" and "Urban 

22 Economics.• I alao taught a variety of seminars in 

23 theory and current topics and things like that. 

2 4 0 Did your studies in preparation f or those 

25 courses entail utility cos t of service techniques or 
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1 rate deaign? 

2 A No, air. 

3 Q Now, than, you we.nt with the Minneaota 

4 Legislative Auditor'• Office fro• 1976 t o 1979 . Did 

5 the Legialative Auditor get into those areas in 

6 Minnesota? 

7 A We didn't qet into electric utility coat o t 

B service in rate deaign . However, one of the largest 

9 project• that I worked on waa a proj ect in regulatory 

10 econoaica and finance involving coat analyaia and rate 

11 deaign tor nurainq hoaea that were aubject to state 

12 regulation a• to the allowable ratea charged to 

13 Medicaid patienta. Baaically, the approach o f 

u dete~ininq revenue requireaenta, thence dete~ining 

15 rates is virtually identical to the aaae regulatory 

16 appr oach undertaken in a electric utility regu lat ion . 

17 COMMISSIONER BEARD: Counselor , it I might , 

18 real quick . Thia is a faainating tour of 

19 "This is Your Life, Schef Wright,• but perhaps , given 

20 that I don't have anything to do tonight, and I ' m 

21 really enjoying thia, perhapa we could ask him what 

22 parts of hia career would lend itself to this , and ~• 

23 might bypaaa aoae of thia for another mo re pleasurubl e 

24 tiae. 

25 COMMISSIONER GUNTER: The only thing that was 
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1 concerning ae -- I wae waiting until you got to about 

2 the banking aeainar that wae held in Northfield, 

3 Minnesota, waan't it? 

4 MR. McWHIRTER: Jeaee Jaaea on hia way in? 

5 COMMISSIONER GUNTER: Yea, I waa wondering it 

6 you were going to get into that. (Laughter) 

7 

8 

MR. McWHIRTER: You're too young tor that. 

WITNESS WRIGHT: They still have "Jee~e Jaae• 

9 Days." You can still see the bullet hol es in the bank. 

10 

11 

CHAIRMAN WILSON: It waan't an S,L, was it? 

WITNESS WRIGHT: Well, I'm not sure they had 

12 S'Ls air. I'a aure it waa a bank; Northfield National , 

13 I believe. 

14 MR. McWHIRTER: I could ask him the ultimate 

15 question, Coaaieaioner Beard, but I think it might put 

16 it somewhat out of context and I'• almost there, so ir 

17 you don't aind, I'd like to 

18 CHAIRMAN WILSON: Go ahead . 

19 COMMISSIONER BEARD: We'll be here Saturday 

20 and sunday together. 

21 MR. McWHIRTER: going through with it. 

22 Q (By Mr. McWhirter) From Minnesota, after the 

23 Northfield bank job, you went to the Kentucky General 

2• Assembly as an Econoaiet Analyst, I guess. Did you 

25 deal with the same kinds ot things there you had in 
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1 Minnesota? 

2 A Generally, I dealt with the same ~ind of 

3 thing~. They were generally program evaluation 

4 studies, econoaic and financial studies. It was not 

5 anything specific dealing with electric utility , cost 

6 ot service and rate design in ay work tor the Kentucky 

7 General Asseably. 

8 Q Then you caae to Florida with the Governor ' s 

9 Energy Office, and you did work on the Statewide Ene 'r'gy 

10 Use and Forecasting. As I recall, the Governor's 

11 Energy Office was a proponent of cogeneration, is that 

12 correct? Were you involved in any of those P.fforts to 

13 propose and pre ... ote cogeneration? 

14 A I was not directly involved in any efforts to 

15 propose or proaote cogeneration. I was in the Data and 

16 Research Section within the Governor's Energy Office. 

17 There were several other conservation -- there were 

18 several other units, operational functional units 

19 within the Energy Office, one of which I thi~~ was 

20 cogeneration; another of which was schoo ls and 

21 hospitals conservation; Another of which was 

22 residential conservation and another of which was 

23 commercial and industrial conservation. 

24 Q Did they deal with cost of service and rate 

25 desi gn in any fashion? 
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1 A Not with coat o! servic e and r ate design as 

2 the teras o! art that we use them here. It dealt wi th 

3 utility costa, but not as t e rms o ! art as we use them 

4 here. 

5 Q You ca .. to the Public Servic e Commission and 

6 you went to the Research Depart aent where you worked on 

7 analyzing !uture valuea, preae.nt value analyses, 

8 cost/bene!it analyaes and inflation adj ustment 

9 techniquea. Are those related t o cost o t serv ice o r 

10 rate deaiqn? 

11 A Not directly. They're related to utility 

12 costa, aurely, and they provide a aound basis ! o r 

13 underatandinq prea•nt worth revenue requirements t e s t s 

14 that's applied to many dit!erent !aceta or ana l ysis 

15 that's applied to many different facets o! utili cy 

16 requlation. But that particular report or s mall book 

17 that I wrote did not address or relate directly t o 

18 electr i c utility c oat and service and rat e des i gn 

19 issues. 

20 Q Kr. Wriqht, have you ever wo rked t o r a 

21 utility aa a ayat .. planner or a c ost ot servic e 

22 analyst or a rate deaiqn expert or tec hnic ian? 

23 I'a talking as an eaployee o! one . 

2 4 

25 

A 

0 

No, sir. 

Have you ever worked t or a custome r, a 
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1 corporation cuato .. r, that buys electricity in dealinq 

2 with these issues? 

3 A As a direct, reqular-line eaployee ot the 

4 corporation? 

5 

6 

Q 

A 

Yea, sir. 

No, air. 

7 Q All right, air. Nov, I would perceive that 

8 the qreat bulk of your knovleage with respect to coat 

9 of service principles and rate design caae atte.r 1984 

10 when you vera an eaployee ot the Bureau of Electric 

11 Rates of this Coaiaaion, is that correct? 

12 

13 

A 

Q 

The bulk, but not the entirety. 

All ri~'.t. OUtside of that period, what 

14 other areas did you qat educational experience or 

15 on-job traininq that helped you with these areas? 

16 A In ay early tiae at the co .. iaaion, in the 

17 Research Departaent, I vas part ot the teaa that was 

18 essentially the contractinq ar11 ot the CollllDisaion in 

19 buyi nq so .. coat of service software from a contractor. 

20 I believe tt~e contractor' a naa.e was Economic 

21 Enqineerinq Services, Incorporated, out ot, I think it 

22 was Seattle, maybe it vas Tacoaa or soaethinq like --

23 maybe it vas even Bellevue, but it was so .. place up by 

24 Seattle. 

25 They prepared, I believe the Comaission had 
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1 received a grant authori~ed by the Public Utility 

2 Regulatory Policies Act to ha"e some cos t o r service 

3 software prepared . Mr. Henneberger waa the chie f 

4 contracting officer and tbe head o! our team . My role 

5 as a fairly new employee in the Research Division was 

6 to work on it and taailiari~e ayaelf w~th it and do 

7 s oae prac tice runa ot the coat o! service methodology 

8 -- aethodoloqiea, I should aay. Because they included 

9 botll an e.abedded coat ot service package and a marg i nal 

10 coat ot aervice package. 

11 Q So, obviously, you had to learn what the 

12 difference waa, at that point in time, between embedded 

13 and 

14 A Right, and I had to learn what the steps of 

15 tunctionalization and classification and a ! location 

16 were and , in general, what we were talking about , and 

17 additionally, in that context, I picked up s ome 

18 information about generation system planning . 

19 Q You dealt with salesmen that were promoting 

20 the software project? 

21 A No, sir. I don ' t think characterizing the 

22 individuals with whoa I dealt as salesmen i s accurate. 

23 The folks I dealt with were like senior consul tants 

24 with the !ira who had experience in the area . In fact, 

25 one of the chief employees o! the contractor wa s a man 
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1 named Alan Matthews, whom I believe was the principal 

2 author o ! the Aaerican Public Pover Association'• Cost 

3 of Service Allocation Manual. 

4 Q When you recoaaended a s o ftware package to 

5 the CoDUDiaaion, did the package -- wa s it able to d o it 

6 both ways or waa it 1i•ited in the coat of service 

7 methodologies that could be c hosen? 

8 A You asked the question , "Was it able to do it 

9 both ways? " I di~ not understand that part . 

10 Q Well, aany ways. 

11 A Yea, it waa. You could choose al l different 

12 kinds of allocation .. tbodologiea, and you could c hoose 

13 fro• an eabedaed coat .. thod pac~age and a aar9 i nal 

14 cost method p ackage. And within the embedded cost 

15 method package, at any rate , you could choose to 

16 classify and allocate in seve ral different ways. 

17 Q The software package t hat you recommended t o 

18 the Commission, cou ld it do a broad periphery of 

19 studies? 

20 A !' a not the sure what you mean by "broad 

21 periphery," but I think it could do any o f the studies 

22 that arc on the table in this c ase. 

23 Q All right. You participated, you said your 

24 main asaignaenta were in the Commiasion's gener ic cost 

25 of service docket and the generic nontirm rate9 d ocket. 
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1 I presume you picked up some pretty good experience 

2 there. Were you an e.xpert st.aff witness testifying in 

3 those cas~s or were you a Stat! person learning about 

4 what was going on trow the testt.ony that was 

5 presented? 

6 In the gerae.ric cost ot service doc ket, I 

7 think we held a workshop. There vas never a hearing 

B held in that docket. The full title of the docket was 

9 "Generic Investigation into Cost of Service Methods in 

10 Relation to Tiae-of-Use Rates." I was the principal 

11 Staff member assigned to it. I wound up writing a 

12 short report to fulfill the charge ot the docket that 

13 the co-ission, I believe, accepted it internally --

14 no, I believe since it vas a docket, I think it would 

15 have been accepted at the Agenda Conference. 

16 Q Essentially, report to t he Commission on this 

17 issue and 

18 A Yes. Exactly. Now, in the generic 

19 investigation of nontira rates, the judgment was ~ade 

20 after one or more workshops to m.ake that doc ket into a 

21 rulemaking proceeding in which I was, indeed, the 

22 staff's expert witness. In tact, I recall you and I 

23 had an excellent discussion on cross examination in 

24 that docket. 

25 Q And, as always, you enlightened me greatly. 
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A 

Q 

It was mutual, to be sure . 

You participated in the self-service wheeling 

~ petition of w. R. Grace and Company. As I recall, that 

4 was a case in which Grace had a cogeneration plant and 

5 a mine, and they wanted to send Grace's electricit} 

6 over Ta.mpa Electric Company's wires down to its mines. 

7 And the co-ission dotenained that it could not do 

8 that. Is that correct in that case? 

9 A That's pretty close. I believe that the 

10 Commission determined that it would not order Tampa 

11 Electric to provide the self-service wheeling servi ce 

12 petitioned tor by GracG. 

13 I don't think they said they couldn't do it . 

14 I think they said, "We would not order the Utility to 

15 provide the requested service." 

16 Q And Grace went ahead and built the line 

17 themselves because Tampa Electric wouldn't permit them 

18 to wheel? 

19 A It's my understanding that three or tour 

20 years subsequent to that docket they finally completed 

21 construction of the l i ne. 

22 Q And you participated in the Commission's 

23 generic docket on appropriate rates tor standby 

24 service. And then you becaJie the Chief of the Bureau 

25 of Electric Rates and you supervised , recruited and 
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1 trained five persona on the professional Staff. Are 

2 those persons still with the Commission? 

3 Three of theJD are. A 

4 Are they participating in this case? Q 

A 

6 Are you adviein9 with theJD in this case? Q 

A 7 No, air. 

8 Have they adopted your philosophy in this Q 

9 case? 

10 A I don't believe ao, according to the 

11 prehearing atateaent, the prehearing order. They have 

12 taken the position, so tar, in favor of the refined 

13 equivalent t•ature aethod. 

14 Q Since you have become a consultant, it 

15 appears you've done a good bit or work on behalf of 

16 cogeneratora? 

17 A I think that's a !air statement, yes, sir. 

18 Q Essentially what does that work revolve 

19 around? 

20 COMMISSIONER GUNTER: This sounds like a job 

21 interview. 

22 MR. McWHIRTER: That's kind of. We're trying 

23 to figu.re out what his experience i s . 

2 4 COMMISSIONER GUNTER: That's what I mean . It 

25 sounds like a job i nterview. 
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1 MR. McWHIRTER: It really is. 

2 COMMISSIONER GUNTER: Got any openings over 

3 there? Scheff, is he paying you enough? 

4 WITNESS WRIGHT: Excuse me , sir? 

5 

6 0 

COMMISSIONER GUNTER: Noth i ng . 

(By Mr. McWhirter) What do you do for 

7 cogeneratora, Mr. Wright? 

8 A I'm just going to make a list of my clients 

9 and then I'm going to identify what it is I do for 

10 thea. 

11 

12 

0 

13 interview. 

14 A 

Okay. (Pause) 

COMMISSIONER GUNTER: 30-m i nute job 

My teatiaony indicates that I '• employed i n 

15 two capac ities at the pre sent time. I'm empl oyed with 

16 ~he law firm of Wiggina and Villacorta in the capacity 

17 of resident econo•ist and special consultant on 

18 regulatory matters. I'm also employed by a separate 

19 Florida corporation, West Park Group , I ncorporated , 

20 which is a consulting fira, As the Vice President and 

21 pr i ncipal consultant. I do work and have done work for 

22 cogenerators through both of these entitiAs; that is, 

23 throuqh both the law f irm and throuqh the consulting 

2 4 fi rm . 

25 I participated extensively in our lav firm 's 
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1 work representing Empire Energy Management Systems , 

2 which is a cogeneratio~ developer that i s now in the 

3 process ot constructing a qualifying fac ility 

4 cogeneration project on McDill Air Force Base. I have 

5 done some work tor one particular c ogenerator, a sugar 

6 refinery operation, as it relates to their standby 

7 rateo status, via-a-vis their host utility. 

8 I've done aoae work with another cogenerAtor 

9 as relates to their status under tt:e ho&t ut ilities 

10 standby rates , specifically whether certain power they 

11 take is supplemental or whether it's bac kup and 

12 maintenance power. And I've also c onsulted with them 

13 on issues pertaining to gas costs in relation to a 

14 natural gas utility rate case that will almost surel~ 

15 have an effect on thea. And prelimirarily, at least, 

16 in relation to the possibility o! their selling power 

17 to t heir host utility. 

18 I did soae work tor a developer, or a hopefu l 

19 developer , ot large cogeneration proj ects in Florida in 

20 •conjunction with the Commission's c ogeneration 

21 rulemaking docket. I was not a witness tor them. I 

22 did research and helped the.m draft coJDIDentary on the 

23 proposed rule, things like that. That specifically wa~ 

24 through the consulting firm . 

25 I do soae work tor another developer of what 

FLORIDA PUDLIC SERVICE COMMISS I ON 



2117 

1 are co .. only called •Packaged Cogeneration Systems,• 

2 fairly saall, real Slaall, when you get right down to 

3 it , under 50 kilowatt packages, that produce hot water , 

4 chilled water, chilled refrigerant and are capable of 

5 producing electricity. In that context, I do a variety 

6 of things for thea, ranging fro• legal research to 

7 reviewing t~eir business plana to trying to help them 

B line up aoae financing. 

9 Q You appeared on behalf of the Michigan 

10 Attorney General i n the Consumer Power Company case , 

11 the power supply case? 

13 r : d you otter expert testimony in that case? 

14 Yea, air, I d~d. 

1 5 Were you accepted as an expert witness in 

16 

17 Yes, air, I was. 

1 8 In what field of endeavor , sir? 

19 Cost ot service and rate design and over 

~o Motions to Strike. 

21 Q Has that case been concluded? 

22 A Yes, sir. 

23 Q The state of Michigan adopted your 

24 philosophy? 

25 A No, sir. They went with the Company's 
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1 position, which I also testified was reasonable under 

2 the circumstances. 

3 Q To your knowledge, bas any other state or 

4 regulatory agency adopted your equivalent peaker 

5 aet.hodoloqy? 

6 A I'a not sure that I can say it's been adopted 

7 in identically the fora in which it was adopted by this 

8 Commission in Tampa Electric's '85 rate case . 

9 Minnesota has adopted a coat of service methodology 

10 that is at least very, very siailar, and possibly 

11 identical. 

12 In reviewing -- I'll tell you, in the course 

13 of the Michigan case, ay colleague, Dr. Daryl Nall, 

14 telepho ned a variety of state utility commissions and 

15 asked thea bow they did it. The information she 

16 gleaned troa her conversation with folk s froa the 

17 Minnesota PC indicated what they did was virtually 

18 identical to t .he Dlathodoloqy that I advoc ate . They 

19 sent us a copy of an order; reviewing the order, I 

20 can't conclude that it was exactly identi c al to what we 

21 did here, but I think it's safe to say it was rairly 

22 similar. 

23 Nevada uses as marginal cost basis that 

24 incorporates soae peaker Dlethodology characteristics. 

25 The New Jersey Board ot Public Utilities had placed 
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1 before it •omothing very, very similar to a peaker 

2 method by the utility there, PS E,C. Hy understanding 

3 i• the Utility cubmi tted that study in an effort to 

4 have a moderate amount of reduc tio n plant cost 

5 clas•ified by deaand-related BPU; re j e c ted tha t 

6 approach and allocated even the percent cl~ssitied as 

7 doaand-related , ba•ed on an equivalent peaker approach, 

8 as energy related and allocated that on a basis ~s 

9 excess energy consumption, which was defined 

10 analytically as the difference between energy 

11 consuaption in the peak hours and some base amount . 

12 So my perception and understanding from my 

13 conversation with the fellow on the New Jersey BPU 

14 Staff wa• that the methodology they adopted was ~ven 

15 more heavily oriented towards energy than ay equivalent 

16 peaker methodology . 

17 

18 

19 

20 it? 

Q 

A 

Q 

This is in New Jersey or Nevada? 

New Jersey. 

New Jersey. And you say Nevada has adopted 

21 A Nevada does something that is l ike what you 

22 mlght call a marginal peaker study. They set tl,e 

23 demand charge tor on-peak use equal to the cost of a 

24 new peaker, and then they spread the other costs o n 

25 energy. 
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1 0 That's just kind ot an element of it. 

2 Michigan rejected it, and what approach did it take? 

3 A n ... specitic issue in the case in which I 

4 testitied in Michigan, Case No. U-8866R, was tho proper 

5 allocation ot power supply costs or specifically of 

6 capacity chargee paid to QS under power purchbse 

7 agreements. 

a The Coaaission's practice had theretofore 

9 been to allocate and recover those costs o n a 

10 cents-per-kilowatt-hour basis; and, in that, it exactly 

11 retlected their practice ot setting the contractual 

12 payaents tor QF power to QS and IPPa on a cents-per-kWh 

13 basis. 

14 My testimony in that case was that it was 

t5 reasonable to do it in that case under its particular 

16 circumstances; but that were I lett to my own devi c es 

17 and it they were asking ay expert opinion -- but, ot 

18 course, since I dratted the prefiled testimony, I d i d 

19 -- I told them I thought that the issu~ s hou l d be 

20 considered in a general case with t he c osts, t he 

21 capacity costs, allocated according to an equivalent 

22 peaker methodology. 

2 3 The Company proposed to continue doing it on 

24 and an all-energy bas i s. I testified that it vas 

25 reasonable to do so, and the - - actually, I miaspoke a 

FLORIDA PUBLIC SERVICE COMMISSION 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

• 13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2'1 

25 

2121 

while ago; it doesn't change anything substant i vely . I 

said the proceeding had been concluded ; it hasn ' t been 

concluded. The adainistrative l aw j udge has issued a 

Proposal For Decision, or PFD , recommending that the 

Commission continue its previous prac tice o r al \0eat ing 

the capacity charges on an all-energy bas is. ~nd i t 's 

that Proposal For Decision that has g one t o the 

Commission . 

COMMISSIONER GUNTER: Are we getting close? 

MR. McWHIRTER: I'm about done, yes, sir, 

with respect to his qualifications . 

COMMISSIONER GUNTER: Okay. Well , 20 mi nutes 

ago you were real close . 

Q (By Mr . McWhirter ) I noticed that you --

well , as I understand it , we're ded ling here wi th your 

expert opinion on cost of service then and on rate 

des i gn ; and you're not hold ing your sel f o ut as an 

expert in a uy other field, suc h as sys\.em planning o r 

things o! that nature? 

A That's correct . 

Q All right. ~ou want to set the gene r al 

service rates the saae as the residential servic~ 

rates . 

I remember when I worked !or the Commission 

y ears ago , I asked some wizened o ldt imer in the Rate 
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1 Department why it was that they charged a busines s a 

2 higher charge tor telephone than they did t or a 

3 residenc e when they both just had one telephone at one 

·4 number . He said , •we use what we call ' value o! 

5 servic e concept.•• And I perc eive that the sace t h i ng 

6 is hsppening in the electric industry where you have 

7 businesses and residential, there's aoae value o ! 

8 service concept on the business charge and that ' s ~ow· 

·9 the charges got separated early on? 

10 A That's not my understanding of how that came 

11 to pass. As briefly as I can, my understanding o f ho w 

12 that caae to pass was that the GS number and dema nd 

1J allocat.on coaing out ot the load researc h s tudy was 

14 thP plug nuaber . All the others had r e asonably 

15 well-defined estimates. And then t h ey had a system 

16 number, and the GS number was the differenc e . And ~hen 

17 it c ame out, it came out indicating that they ought t u 

18 get ~ whole bunch of costs ass igned t o t hem. And s o 

19 they did, and the rates got up there . 

20 Subsequent to that, I think in the next Gulf 

21 case, I think Gulf propos ed to set them equa l and f o r 

22 some r eason the Commission dAc ided not t o do that . 

23 Whether that wa• the l ast case that was c omplete d 

24 before this one , I don't know . 

25 I think there was another one in '84 , i n 

FLORIDA PUBLIC SERVICE COMMISS I ON 



21 2 3 

1 which it was an issue; but I don't thlnk it had to do 

2 wi t h value service pricing, Mr . McWhirter , I think it 

3 had to do with flat-out a detect in load researc h. 

4 0 Isn't it true that i n every utility i n 

5 Florida that the general service rate is higher than 

6 the residential service? 

7 Not to ay knowledge. I think that it ' s true 

B -- I can bac.k up. I can tell you that I know that it's 

9 true tor soae aunicipal electric utilities. I think 

10 that Florida Power Corp. and Tampa Electric the rates 

11 are exactly equal. And I believe that tor Florida 

12 Power and Light they are essentially equal. I say , 

13 "essentially," because Florida Power and Light still 

14 ha s in place an inverted rate structure tor its 

15 residential consumers. I believe the GS rate is set t o 

16 be equal to the RS rate at soae break-even po int ot 

17 a a ybe 1500 or 2000 kilowatt hours a month , s omet h ing 

18 l i ke that . 

19 But, no, I don't think it'• true at all that 

20 t he businPaa rate general service rat~ is higher than 

21 the residential rate tor the other substantial IOUs in 

22 the state. 

23 0 That ' s must be a mispercept ion on my part . 

24 The Statute , 366.06, state s that the 

25 Coaaission should take value ot servic e .nto 
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1 consideration in setting rates . Do you believe that it 

2 should or should not? And have you done it in your 

3 a na lyses? 

A You said so•ething as a pre•is~ that I don't 

5 recall whether it's true exactly or no t . You said, "I t 

6 should consider value of service pric i ng. " I'• not 

7 sure whether it's -- the statutory charge is mandatory 

8 or permissive. If it says "should," it says "should . " 

9 I just don't recall. But I'll answer your question . 

10 Q The statute says, "In fixing fair and just and 

11 reasonable rates tor each customer c lass, the 

1 2 Coamisaion, to the extent practicable , should cons i der 

13 the coat vi providing service to the class ... • 

14 

15 

A 

Q 

Okay. 

• ... as well as the rate history , the value of 

1 6 service and the experience of the public utility , the 

17 consumption and load characteristics of the various 

18 classes of custo•era and public acceptance of the rate 

1 9 structure." 

20 Now, does your EPC method take value of 

21 service into consideration? 

22 ~ No, sir. And to answer your previ ous 

23 question, I do not advocate value-of-service pricing. 

24 Q And as I understand it, your study is a 

25 departure fro• the history of this Utility, which has 
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3 A I think your characterization goes a little 

4 too tar, Mr. McWhirter. When you say "always add cos ~ 

5 of service aethodologiea baaed on," I don't think it's 

6 quite true that they've always had cost of service 

7 methodologies baaed on peak responsibility. I think 

8 earlier, in the '70s, that they had -- that the 

9 cost-of-service methodologies that were employed for 

10 Cult Power were based on an older peaking average 

11 demand method that allocated coat based on 

12 contributions to a peak demand, and on c ontributions to 

13 an average dc~nd in proportion to the relative 

14 magnitudes of the peak deaands and the average demand 

15 versus each other. 

16 Subsequently , we went to a 12 CP and 

17 one-thirteenth. My belief is that originally Gulf just 

18 added in the average deaand as a thirt eenth number , 

19 which resulted in some 4t or so of production plant 

20 cost being classified as energy-related and alloc ated 

21 on that basis. And the Commission corrected that and 

22 said, "No, we want you to at least use one-thirteenth 

23 or 7.69t as energy-related and alloc ated , c lassified 

24 and allocated accordingly." 

2 5 Q Your coat of service study i s essentially 
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1 energy-dominated, isn't it? 

2 A It's moderately energy-dominated, depending o n 

3 the analysis that you do !or the produc tion plant , and 

4 to what component thereof is classified as 

5 de.and-related and energy-related. It'& either 55 or 

6 60' enerqy- related, ond correspondin91y JS or 40\ 

7 deaand-related. so it's energy-dominated , but i t ' s not 

B a whole lot more than 50/SO . 

9 Q And in TECO cost ot service case, as I recall 

10 it, energy, under the equivalent peaker method , 

11 accounted tor about 72\ ot the allocation of production 

12 plant, is that not correct? 

13 A It's close. Actually, I believe it was a 

14 little over 74\. 

15 Q But the study that you recomaend toda ~ is not 

16 nearly that intenao? 

17 A That's correct. It has to do with the unique 

lB characteristica ot the Gulf system, as compared t o the 

19 Tampa Electric system. 

20 Q Have you followed what's happened as a resul t 

21 ot the implementation ot that peak responsibility 

22 study, or the equivalent peaker methodology adopt ion in 

21 the Tampa Electric case? 

24 A I'm not sure ot all ot the possible 

25 ramifications ot your question , but I'm familiar with 
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1 some o! the things that have happened subsequent to --

2 (Simultaneous conversation) --

3 subsequent to the i•pleaentation o! rates baaed on the 

4 peaker study. 

5 Q Have you noted that in the TECO aystea 

6 industrial qrovth baa tapered off, whereas in the 

7 neighboring utility, Florida Power Corporation, 

8 industrial load has grown substantially? 

9 A I noted that from 1985 to 1986 industrial 

10 energy use on Taapa Electric's system declined 

11 substantially. During the saae time period, Power 

12 Corp's also declined slightly. Since that time I think 

13 Power Corp'• has grown moderately and that Tampa 

14 Electric's has been fairly close to what it was in '86. 

15 I don't believe that the conclusion that this is 

16 attr i butable directly to the option o! the "quivalent 

17 peaker method is warranted by all the c ircumstances 

18 surrounding this, however. 

19 Q Have you noted the number of industr i al 

~o consumers that have gone to cogeneration i n the Tampa 

21 Electric service area as opposed to t~e other? 

22 A I haven't kept an exact count or record of the 

23 nuaber that have gone to cog~neration. I know that 

24 soae have. I know that substantial amounts of load 

25 were already planni ng to go to cogeneration and were , 
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1 in fact, in the process of installing their 

2 cogeneration during the pendency of Tampa Electric' s 

3 rate case and the related docket, 850246, Tampa 

4 Electric's petition for eaergency closure ot its 

5 interruptible service rate class -- rate -- yea~, rate 

6 class, that's it. 

7 Q When you ~ere back in Economics 101 teaching, 

B and when you were learning your economics, did you over 

9 hear of the phrase •cheaper by the dozen" ? 

10 A l've heard the phrase. I don't recall whether 

11 I heard it in my econoaics courses. 

12 Q What is the significance of that "cheaper by 

13 the dozen•? What is the rationale tor that comment? 

14 A To the ordinary lay person, the rationale for 

15 that co .. ent is that if one can sell a substantial 

16 volume to a particular customer, the aerchant will g l ve 

17 a discount. 

18 

19 

20 

0 

A 

Q 

Would it be fair --

At least as a marketing ploy. 

Is it not normally, based on cost, c heaper to 

21 supply a dozen of something rather than one because you 

22 have -- you spread your overhead and things like tllat? 

23 

24 

A 

0 

Probably. 

Would it be fair to say that the EPC method 

25 could be characterized as more expensive by the dozen , 
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1 since if you have aore energy consuaption you're apt to 

2 receive a qreater allocation of the produc tion plant? 

3 A Only relative to an all-peak demand , o r 

4 heavily peaked deaand weighted coat of service 

5 allocation aethod. 

6 

7 

Q 

A 

I don't quite understand that response . 

I think if you look at the results of an 

8 equivalent peaker study, you will still see that 

9 consuaers who use larqe volumes of electricity will pa)' 

10 a lower overall rate per kilowatt hour. It just won't 

11 be as low as the overall rate per kilowatt that they 

12 may have becoae used to payinq coainq out of 12 CP and 

13 one-thirteenth cost studies. 

14 Q If the rate history and their acceeptanc e --

l S say somebody 

16 builds a $100 aillion plant in the Gulf service area in 

17 anticipation of rates beinq as they were eat~blished 

18 when he started construction of the plant, that 

19 customer would see a fairly dramatic inc rease in his 

20 rates, would he not? (Pause) If you adopt the EPC 

21 

22 

study? 

A He'd see an increase. It may or DldY n ot be 

23 fairly draaatic, dependinq on the overall level o f 

24 revenue requir ... nts approved tor the Company. It 

25 could be draaatic, I'll certainly qrant you t.hat . 
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In your analysis tor prospective coqenerators, 

2 I presu.e that you have analyzed the cost ot - -say you 

3 ha,·e a cuat0111er that is payinq the Elec tric Coapany $10 

4 aillion a year. Would you go to that customer and give 

5 hi• an analysis on what cogeneration would do t or hia, 

6 and could he noraally .eke the electricity that he uses 

7 tor hiaself at a price lower than the $10 million a 

B year? Don't know? 

9 A Mr. McWhirter, I'a aorry , I lost track ot your 

10 question. 

11 Q That probably was an ineptly-phrased question. 

12 Say you have a cuatoaer that has a substant ial 

13 use for ate~• and an electric bill of $10 ai l lion . 

14 Would you say that that cuatomer is a prime candida te 

15 for a cogeneration project? 

16 A Exactly as you asked the question, yes . A 

17 cuatoaer with a substantial theraal load and a 

18 substantial electric requireaent is c ertainly a live 

19 candidate for cogeneration. 

20 Q And if you increased h is rates even more, he 

21 would be a "liver," candid.ate tor it, I would presume? 

22 A Su.re, it would -- obviously higher electric 

23 rates would iaprove the cost ettec tivenass o! any 

24 potential cogeneration. 

25 MR. Mc WHIRTER: Tender the witness. 
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MAJOR ENDERS: No questions. l 

2 COMMISSIONER EASLEY: Mr. McWhirter, you're 

3 the first attorney that asked every one ot •Y 

4 questions. 

5 

6 

t!R. McWHIRTER: I 'a sorry 

COKM:SSIOHER EASLEY: Me, too. 

7 KR. McWHIRTER: -- that I took you away troa 

B th.at opportunity. 

9 CHAIRMAN WILSCN: Who wants to go next? 

10 

11 

KR. PALECKI : Staff will go last. 

CHAIRMAN WILSON: M.r. Stone? 

12 CROSS EXAMINATION 

13 BY MR. STONb. 

14 Q Mr. Wright, I believe you answered this 

15 question but I'a not sure I heard your response . You 

16 do not bold yourself out as an expert on system 

17 planning fro• the perspective of an electr ic utility, 

18 do you? 

19 A Ho, air. 

20 Q Have you conferred with any system planne~a 

21 at Gult Power Coapany or within the Southern Electric 

22 System on the criteria used in phoning their 

23 generation systems? (Pause) 

24 A I was expec ting you to ask me the question 

25 have I ever had such conferences during the pendency of 
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1 thid rate case, to which the answer is spec ifically no . 

2 Have I ever had conferences or conversations 

J with Gulf Power'• planning personnel as t o planning 

4 practices? 

5 Q Specifically, ay question was have you 

6 c onferred with any ayatea planner• at Cult Pvwor 

7 Company or within any of the operating coapaniea ot the 

8 Southern Electric Syatea on the criteria they use i n 

9 planning their generation ayatea8? 

10 A I don't think so. I don't think so. I think 

11 I have had conversations with planning personnel in 

12 southern and probably in Gulf, but whether they 

13 addressed arcitically the criteria they use , I dol"' 't 

14 recall. I have bad conversations with a foraer aember 

15 of the Southern Planning Staff as to certai n aspec t s of 

16 the planninq criteria, particularly the four-hour 

17 rolling average peak as it ro l la into generation 

18 planning. 

19 Q Mr. Wright, under the equ i valent peaker 

2~ concept, is there a presumption that a coabust i on 

21 turbine would operate and theoretically replace the 

22 load requireaenta currently provided by coal units? 

23 (Pause) 

24 A Would you please ju&t simply restate t he 

25 question? 
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Under the equivalent peaker concept, is there 

2 a presumption that a coabustion turbine would operate 

J and theoretically replace the load requirements 

4 currently provided by coal units? 

5 A Ho . The equivalent peaker concopt is that if 

6 the Utilit~ has to build capacity to satisfy 

7 reliability considerations and requirements, that 

8 absent a large energy load that the additional capacity 

9 would also serve, it would build a peaKer . It's not 

10 the premise of the peaker aethod that a combustion 

11 turbine would replace a coal unit it a coal unit were 

12 the indicated economic choice coaing out of the 

13 planning ana~yses, then that's the unit that would be 

14 built . 

15 Q I believe you've misunderstood my ~uestion 

16 once again. 

17 Specifically, we're a~king whether your 

18 concept of the equivalent peaker carries with it a 

19 presumption that a combustion turbine would operate 

20 today and theoretically replace the load requi r ements 

21 currently being provided tOday out of existing coal 

22 units? (Pause) 

23 A Are you asking ae it you built a peaker 

24 today, would it replace all the power that's presently 

25 served by a coal unit? 
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1 Q Let ae ask the question fro• a different 

2 perspective, Mr. Wright. 

3 Gulf Power coapany has adequate generation 

4 resources at this tiae. 

5 

6 

7 

A 

Q 

A 

Yes. 

Do you agree with that statement? 

I've also heard the word "aaple" used , but 

8 yeah, I'll agree with adequate. 

9 

10 

Q 

A 

And for the aost part, those are coal units . 

I believe your inforaation indicates that 

11 about 92t of Gulf's capacity is coal fired . That 

12 sounds right to •e. 

1 3 Q Under vour concept of the equivalent peaker, 

14 would that existing capacity that is currently 

15 operating to serve the load requir-ents of the Company 

16 and its custoaers, would a coabustion turbine, i f it 

17 were i .. ediately available today , would it replace and 

18 idle that existing eabedded capacity? 

19 A Is your question if a coabustion turbine wer e 

20 i .. ediately available today, would the Utility run it , 

21 thereby displac ing power that it could othervise 

22 generate from coal-fired capacity? That's what I 

23 underctood your question to be and if that ' s your 

24 question the answer is no. 

25 Well, with the exception that if you ' re 
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1 running coal-tired units in a small number of peak 

2 hours on cycling duty, you might actually lind that 

3 it's more economical to run a peaker , but that would 

~ fall out of your production coat run . 

CHAIRMAN WILSON: I'm not aure I understand 

6 what the thrust of your question is. Ia it that t he 

7 equivalent peaker aethodology igno res embedded plant , 

8 eabedded costa and eabedded decisions? 

9 

10 

Q Perhaps I can rephrase the question. 

Under the equivalent peaker concept you only 

11 consider the peak hours, is that correct? In 

12 determining whether you build a combustion tu:bine or 

13 soae other tora of c.apacity? 

14 A Under the equivalent peaker concept the 

15 methodology recognizes that the utility's reliability 

16 considerations, which are generally driven by 

17 reliability index values, and soae c ritical num~r of 

18 peak hours drives and deteraines the utility's need tor 

19 additional capacity and the timing of the need !or that 

20 additional capacity. 

21 COMMISSIONER EASLEY: Was that a yes? 

22 WITNESS ~GHT: Coamisdioner Easley, I'm 

23 sorry . I don 't think -- I'm really not sure the 

24 quest ion was straightforward enough to give a "yes" o r 

25 "no" answer to . I'• trying to explain what the concept 
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1 of the peaker ia. 

2 The concept or the peaker is it you've got a 

J short duration peak demand , it will most ec~no•ical l y 

4 be served by a peaker . 

5 

6 

COMMISSIONER EASLEY: Well , I he ard -­

WITNESS WRIGHT: And generation expansion 

7 planning includes an econoaic analysis !rom which the 

8 result follows that if there ia a lot or load t o be 

9 served, the Utility will not build a peaker but bec ause 

10 of the energy loads to be served, will build a baseload 

11 unit instead. 

12 COMMISSIONER EASLEY: Do I ~isunderstand that 

13 -- I though~ the question was you only consider peak 

14 load . 

15 WITNESS WRIGHT: For the purpose -- peak load 

16 will c ause the utility to build a peaker. Therefore , I 

17 hold that it'a appropriate to allocate the cost o f 

18 peaking capacity on the baais of peak hours. 

19 COMMISSIONER EASLEY: And no other 

20 considera~ion? 

21 CHAIRMAN WILSON: All the generation that's 

22 generated on peak would be provided by peakers . 

23 WITNESS WRIGHT: No. The capital expenditure 

24 decision to build a peaking plant would be driven by 

25 contributions to peak hours . 
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1 If the enerqy load associated with an 

2 increase in peak deaanu were ot sufficiently short 

3 durat \ on, then it would be served by the peaker. The 

4 utility would build a peaker and serve it wi th a 

5 peaker . 

6 MR. STOKE: Co.aiaaioner, I'• ready to 

7 proceed on to another. 

8 CHAIRMAN WILSON: Go ahead. I'm trying to 

9 find what I read here. 

10 0 (By Mr. Stone) Mr. Wright, are you familiar 

11 with the aaount of aetered customer generation data 

12 that Gulf Power Coapany has available tor its ss 

13 customers? 

14 

15 

A 

0 

No, sir. 

You have beard in earlier testimony that 

16 there are only four ss customers, have yo~ not? 

17 

18 

19 

A 

Q 

A 

Yes, air. 

Do you have any reason t o dispute that? 

No, I don't have any reason to dis~ute that 

20 there are only tour ss customers on Gulf's system . 

n 0 But you're not aware of whe n the generatio n 

22 meters were installed? 

2 3 A Your question is am 1 aware o t whe n the 

24 generation aetera were installed? 

2 5 0 That ia correct. 
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1 A No, I'm not aware of when the generatio n 

2 meters were installed. 

3 Q Assuae with me for a moment that on th is f our 

4 c ust omers , you have generation meters . On one of those 

5 four customers installed as recently as february 1990. 

6 And the nert aost recent had a generatio n :~~eter 

7 i nstalled in June of 1989. And that there is no 

8 generation aeter on a third customer of the t our . And 

9 that the fourth bad a generation meter installed from 

10 the beginning of itQ SS service. 

11 A Would that be April '88 

12 Q Yes. Do you believe that the data that the 

13 Company would uave available from those generation 

14 meters would absolutely be representative o f future 

15 load characteristics of the Company's ss c ustomers? 

16 A As you phrased the question, no , I don ' t 

17 belleve it would be absolutely representati ve of the 

18 future standby loads that those customers would be 

19 ex~cted to impose. 

20 Q Would you also then believe that it would be 

21 appropriate to c ollect more data in order to determine 

22 what would be more representative of the futu r e loads 

23 of these ss customers? 

24 

25 

Certainly. As required by Order 17 159. 

MR. STONE: Commissioner , that ' s all I 'm 
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2 MR. PALECKI: co::uaissioner, Starr has 

3 approxiaately one hour of cross examination. It we 

4 were to start now we would complete our c ross a t 

5 approxiaately 7:30. Should we proceed? 

2 139 

6 CHAIRMAN WILSON: The sooner you proceed, the 

7 sooner we'll be through. 

8 CROSS EXAMINATION 

9 BY MR. PALECKI: 

10 Q Mr. Wright, do the large custome1·s with 

11 dedicated subatations have a auch larger iapact on the 

12 Coapany's investaent in local facilities than GSD 

13 custoaers 

14 A I'a sorry . I aaybe aisunderatood . Did you 

15 say, "Do customers that have dedicated substations?" 

16 

17 

Q 

A 

Yea, large cuatoaera with dedicated substations. 

I'a sure that they cause the Company to spend 

18 aore in dollars for distribution plant . 

19 Q Isn't it true that the loc~l facilities' 

20 charges on the standby service rate schedule a re much 

21 larger tor GSD than tor PXT custoaers? 

22 Referring to --

23 

H 

A 

Q 

Yea, that's true. 

Do all ot the PXT customet·s have ded i cated 

25 substations? 
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I believe so. 

The Co•pany has classified uncollectible 

3 accounts expen .. as cuatoaer-related and allocated it 

4 to the RS, GS and GSD classes on average number o f 

5 cuatoaera. Doesn't classifying these costa as 

6 cuatome~:-related •een that tor a particular rate c lasa 

7 a customer with a small bill will pay j us t aa muc h 

8 uncollectible expense aa a customer with a large bill? 

9 A Yea, It does. Well, to be perfectly clear, 

10 it means that the cuato•er will be allocated as muc h 

11 uncollectible expense as the customer with the large 

12 bill. It those coats are tracked through into rate 

13 design, t.nen your statement is true . If rates are set 

14 at unit costa and the unit coats include the c ost pe r 

15 cuato•er for uncollectible expense on a one-to r - one 

16 basis, then the answer to your question is "Exac tly , 

17 yea . " 

1 8 Q It the account ot a customer becomes 

19 uncollectible . wouldn't a customer with a large b i ll 

20 cause ~he Company to incur more uncol lectible expe ns e 

21 than a customer with a small bill? 

22 

2 3 

A 

Q 

Yea. 

And because the expense was c lassified as 

24 customer-related and allocated on average number o t 

25 cuato•era, would not an RS customer wi th a small bil l 
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1 pay just as auch uncollectible expense as an RS or GSD 

2 customer with a lar ge bill? 

3 A I missed a few words in the first claus9 ot 

4 your question. I think the answer is yes, but it you 

5 wouldn't mind repeating it , I would appreciate it. 

6 Q And because the expanse wa e c l aasitied as 

7 customer-related and allocated on average number or 

8 custoaera, would not an RS cuato .. r with a small bill 

9 pay just as auch uncollectible expense as an RS or GSD 

10 cuatoaer with a large bill? 

11 A Yea. 

12 Q Would it be aore equitable to allocate the 

13 uncol lectibl'• between and within classes on revenues 

14 and classify it as revenue-related? 

15 

16 

A That's ay opinion, yes, air. 

To give a little antecdote on that, we saw 

17 that was appropriate in Tampa Electr i c' s case in 1985 

18 where in the teat year they had had a very large 

19 customer enter bankruptcy, leaving Tampa Electric with 

20 an uncollectible expense tor a large industrial class 

21 interruptibl e, I think, of between l a nd $2 million. 

22 Q In the Coapany's last rate case, fuel stock 

23 of an average daily burn tor 1 07.5 days o t 933.9 tons, 

24 based on the annual kWh to be generated , was approved. 

25 Since the level of fuel stock is a !unction ot kWh to 
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4 Q The Company has reaoved the kWh used by SE 

5 customers during SE periods which results in a h ig~er 

6 unbalanced 12-CP load factor ot 107\ than the 1 01 \ 

7 unbalanced 1987 load !actor it the kWh had not been 

8 included . 

9 It the Company has forecast the s~me, or 

10 smaller, percentage of kWh to be used during SE periods 

11 in 1990 coapared to 1989, and a auch larger percentage 

12 in both 1989 and 1990 than in 1987, shouldn't there be 

13 an iaproveaent in the SE/PXT cuatoaera' a c tual 1989 

14 12-CP load factor compared to the 1987 load factor i.t 

15 the Company's assumptio n of a changed load pattern and 

16 higher 12-CP load factor to the exc lusion of the SE kWh 

17 in the demand calculation is appropriate and justified? 

18 COMMISSIONER EASLEY: You're kidding. 

19 (Laughter) Just say yes or no, it wouldn 't make any 

20 differenc e. (Laughter) 

21 WITNESS WRIGHT: Mr. Chairman , I' m sor r y, 

22 that was really too long for ae to follow . I was g oing 

23 to ask ay attorney it it aight be appropriate and fair 

24 to ask Staff to subait that question, and those like 

25 it, in writing so I could look at it and reflect on it 

FLORIDA PUBLI C SERVICE COMMISSION 



2143 

1 to qive an answer. It'a juat too •uch to follow, I'm 

2 sorry. 

3 

4 

KR. PALECXI: We'll omit that. 

CHAIRMAN WILSON: His problem is we all 

5 followed it. He's the only one in the room that didn't 

6 know what he was talkinq about . (Lauqhter) 

7 COMMISSIONER EASLEY: That's why I was so 

8 surprised. (Lauqhter) 

9 Q (By Kr. Palecki) on Gulf's current standby 

10 service tariff, daily standby service kW is the maximum 

11 totalized custo•er qeneration output occurring in any 

12 interval between the end of the prior outage and the 

13 beqinninq of the current outaqe, •inus the customer's 

14 daily qeneration output. And we'll refer you to the 

15 paqe of the MFR ao we can all look at it. (Pause ) 

16 My question is would it be more appropriate 

17 to have standby power equal to the amount ot load in kW 

18 ordinarily supplied by the customer's generation, minus 

19 the customer's qenerat ion output in kW, minus the 

20 amount ot load in kW, as direct result of customer's 

21 qeneration outaqe? 

22 A I think you lett out a word. I think you 

23 meant to ask me wouldn't it be better to define standby 

24 power aa the load ordinarily served by customer 

25 qeneration, minus the amount ot customer generation 
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1 during an outage, ainus the ~mount of load that the 

2 Utility does not have to serve aa a direct result ot 

3 the cuatoaer'a generation outage? 

4 Q Yea, tbat'a the question we would have liked 

5 to have asked you. 

6 A The an.wer ia yea, and that'o exactly what.'s 

7 prescr ibed -- well, at least conceptually, and I t hink 

8 specifically what's prescribed by Order 17159. 

9 Q Thank you. How would you resolve the proble~ 

10 that the coapliance coat of service study won't be 

11 coapleted before the final agenda conference and we 

12 will not be a .ble to use systea unit costa at the 

13 approved c 1 atea rate of return to determine the actual 

14 increase to standby service and the standby service 

15 rates in accordance with Order 17159? (Pause) 

16 A The best answer I've got is that, if it were 

17 at all possible, I would reschedule the rate design 

18 agenda to acco-odate the coapliance studies schedule . 

19 Failing that, ay recollection fro• when I worked in 

: o rates, und I didn't work spec ifically on this matter, 

21 but ay recollection fro• when I worked in rates is thdt 

22 there has been developed a aethodoloqy that has been 

23 supported by Coapany witnesses, including those for 

24 Taapa Electric and Florida Power Corporation , tor going 

25 froa unit costa indicated by the existing cost studieo 
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1 to those in the co.pliance study based on the overall 

2 revenue requir ... nt level. My recollec tion is that 

3 ~at aet hodology will get you about as close as you can 

4 get, ancl that's what has been done in the past. 

5 Q Did you write the April 23, 1987, 

6 recoaaandation in Docket 850102-EI that's been 

7 stipulated into evidence as Exhibit 5197 

8 

9 

A 

Q 

Yes, sir, I did. 

In the recoaaendation, one of the conditions 

10 for permanent approval of the SE rider vas that the SE 

11 rate should be a separate rate class effective with the 

12 Coapany'• next rate. Did you recommend that condition 

13 for approval to assure proper allocation and recovery 

14 of demand-related production and transaission coats and 

15 of local transaission and distribution cost£ for SE 

16 customers? 

17 

18 Q 

Yes. I did. We did . 

Has your position in this condition f or 

19 permanent approval of the SE rider changed? 

20 

21 

A 

Q 

No, sir. 

The last sentence on Page 8 of the 

22 recoJIUIIendation states that, "Stat! has discussed this 

23 concern with Gulf personnel and they agree that they 

2 4 wil l treat the SE custoaers as a separate rate class in 

25 the Coapany's next rate case." 
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1 What was the basis !or this statement? 

2 A Conversations that we had with Gulf ' s rate 

3 personnel. We had expressed concerns specifically that 

4 there could be an underrecovery of distribution coat& 

5 and potentially also an underrecovery of production and 

6 tranaaiaaion coat.a that would, by a cost analysis, 

7 properly be attributed to the supplemental energy 

8 customers. And, basically, the company didn't want to 

9 address that iaaue at that time. They said, •That's an 

10 issue that'• appropriate tor a rate case.• 

11 We said, "Well, it doesn't look like 

12 there's going to be any hara done. You guys are giv ing 

13 up aoae aoney in the meantime to the degree that there 

14 ia an underrecovery. And if you don't want to ask tor 

15 the money, I queaa we're not going tc aake you take 

16 it.• 

17 We did make clear, I believe , our p osition 

18 that the rate should be redesigned based on 

19 considerations of local facilities costs, and also 

20 baaed on considerations of potential differences 

21 between the peak demand kW characteristics and the 

22 billing demand kW characteristics of SE customers, as 

23 opposed to those in the Qeneral LP and PX rate c lass e s . 

24 So we expressed that. My rec ollection is 

25 that the Coapany said they didn't want to do it then . 
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1 They agreed that it we were going to do it, we'd do it 

2 in a rate case, and we all agreed to address it then . 

3 Q Does Order No. 17568 in that docket require 

4 that SEa shall become a separate rate class in the 

5 company's next rate case? 

6 

7 

A Yea, air, at Page 2, third paragraph. 

MR. PALECKI: We would ask that the 

8 co-isaion take notice of ita Order No. 17568 in Docket 

9 No. 850102-EI. 

10 

11 Q 

CHAIRMAN WILSON: We will take notice. 

(By Kr. Palecki) Do you reaeaber aaking a 

12 verbal agree .. nt with the Coapany not to make the SE a 

13 separate rate class tor either cost of service or rate 

14 schedule purposes in any preliainary conference 

15 regarding the MFRa in that docket or in docket 

16 881167-EI? 

17 A No, air, I don't recall aaking any such 

18 stat .. ent, and, furtheraore, I note that I was aware 

19 that I would not havq had the authority to make such 

20 statement. That would have involved my personally 

21 overriding a Coaaission's order, and I knew well from 

22 a previous aatter relating to Gulf and its 

23 admi nistration of its supplemental energy rate that 

24 that waa not within my province t o do . So I'l l spare 

25 you the anecdote in the interest ot tiae. 
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Thank you. We ' d like to reter you t o Exhibit 

2 517, Gult'a response or revised response t o this 

3 in~errogatory shows that tive ot Gulf's six SE 

4 customers have dedicated substation& , three of thalli 

5 built in 1989. And Gult's response to I nterrogatory 

6 No. 1 3 9 ot St•tt'• Eigheh Set shows PXT c ustomers 

7 taki ng service on the SE rider were bi lled only 59\ of 

8 their maxiaua aetered kW. 

9 KR . BURGESS: Excuse me, Mr. Palec ki . 

10 Mr. Wright do you have a copy ot that exh i bi t? 

11 I was going to try to get ours and bring i t over i! you 

12 don ' t have it. 

13 WI~~S WRIGHT: I aJD no t sure whether I have 

14 Exh i bit 517. I have a revised Item No . 139, Sta!!'s 

15 Eighth Set dated June 11th , 1990 . But, I don't know 

16 whether that has been speci f i c ally identified as 

17 Exhi bit 517. 

18 KR. PALECKI: We have cop iea o ! t hat exhibit 

19 •e will provide to the witness . 

20 

21 Q 

WITNESS WRIGHT: T~anks. (Pause) 

(By Mr. Palecki) We' d re!er you specifical ly 

22 to Lina 4-A under PXT c ustome r s on the SE r i der . 

23 

24 

25 

A 

Q 

A 

Okay . On Page 2 ot 47 

On Page ot 2 o ! 4. 

Okay . 
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1 Do these stacks indicate that there is an 

2 underrecovery of substation costs !rom customers taking 

3 service on the SE rider , particularly PXT custom~r• 

4 taking service on the SE rider? (Pause) Referring to 

5 Page 3 of 4 of that exhibit, specifically Line C-4a, 

6 Ratio of Bille<! Maximwa kW to Actual Maximum kW . 

7 A Uh-huh. 

8 Q We would point out that PXT customers not on 

9 the SE rider were billed 100' of their maximum metered 

10 kW. And you're questio n is whether these facts 

11 indicate whether there is an underrecovery of 

12 substation costs from customers taking service on the 

13 SE rider, partiG~larly PXT customers taking service on 

14 the SE rider. (Pause) 

15 A It depends a little bit on the -- o n tho ste ps 

16 in the cost study, but I believe that this information 

17 indicates that, assuming direct assignment o f the 

18 substation cost to the classes, it shows that the 

19 customers not on the SE rider are paying on a l-for-1 

20 1-to-1 basis, billed kW to maximum , that c us tomers 

21 on the SE rider are only paying .59 of a kW , b i lling 

22 kW, for each kW of aaxiaua demand they a c tually incur . 

23 Assuming, 4 8 I think it ,..a uld be reasonable t o do, tha t 

24 there's a relationship between actual maximum kW and 

25 cost to serve on a per kW basis, or to the cos ts 
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1 allocated to the class on a per kW basis, then I think 

2 the concluaion that you suggest is correct. 

3 Q I'd like to refer you to exhibit I'd like 

4 to refer you to Exhibit 480, which is MFR Schedule 

5 E-8a, and Induatrial Intervenor's Second Set tor 

6 Production of Docuaents. Is that one ot the exhibits 

7 that you have? 

8 

9 

KR. BURGESS: Which one? 

MR. PALECKI: 480. We'll provide the witness 

10 with that exhibit. 

11 Q (By Mr. Palecki) We'd rater you to Line 20, 

12 which shows that the unit ot cost tor distribution 

13 demand-related coats tor the PXT class at present rates 

14 is 70 cents. The present PXT aaximua demand charge is 

15 $3.56. When a aaxiaum demand charge tor d class is 

16 higher than the distribution unit costs or costs other 

17 than distribution system are local facility costs being 

18 recovered through ~e aaxiaum demand charge? 

19 

20 

A 

0 

Yes. 

Because costs other than distribution or local 

21 facility costs are being recovered through the maximum 

22 demand charge, does the tact that on average SE PXT 

23 ~ustomers are billed only -- on only 59\ ot their 

24 maxi mum meter kW aean that there is currently 

25 underrecovery ot other types ot costs !rom SE PXT 
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1 cuatoaera? 

2 A When you say •other types ot costs, • do you 

3 aea~ costs other than local tacilitiea or distribution 

4 costs? 

5 

6 

Q 

A 

Correct. 

Again, you have to aseuae, and I think it's 

7 reasonable to do so, that there is so .. relationship 

8 betveen the coats that are allocated to the class and 

9 maximum metered kW. To the degree that that 

10 relationship exists, then again, your conclusion or 

11 your suggested conclusion is correct. There is an 

12 underrecovery proble.a. 

13 Q Does it depe.nd on the rates ot billinCJ kW to 

14 12 CP kW for SE cuato .. rs versus non-SE custoaers? 

15 A As relates to production and -- exc·.tse ae, as 

16 relates to deaand-related production and transaission 

17 costa, that should be the caae. 

18 Q The Coapany has had tour or leas custoagrs on 

19 PX, PXT for approxiaately the last ten years . The 

20 Company has time recording, load research meters on all 

21 the PX/PXT cuatoaera. Should there be any problea with 

22 the meaningfulness ot the cost ot s~rvices analysis tor 

23 tho PX/PXT class? 

24 A No. Specifically, no, in that you've got 

25 population data, not aaaple d~ta. 
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Would that also be true with a breakout of SE 

2 cuatomera, that ia it they all have tiae recording 

3 meters? 

4 A That should be true . I'• not sure -- •Y 

5 understanding ia that Gult now has six customers on the 

6 SE r ider aa it presently stands. There might be s o11e 

7 discrepancy in the representativeness of data , it 

8 there's soae anoaaly in the neweat custo11er or 

9 cust omer•' consuaptions since they came on th~ rate . 

10 But overall, again, you've got population data a nd i t 

11 should be aeaningtul. 

1 2 Q Are the kWh and capacity used by SE c ustomers 

1 3 interruptible? 

14 A No, not in any sen•• in which the ten 

15 Mint erruptible• is used as a rate design term of art by 

16 this co .. ission or anywhere else that I am aware of . 

1 7 Interruptible aeans and waa explic itl y defined t o 11ea n 

18 by this CoJDAission in its nonfira service teras and 

19 conditions rule , service that i a i nte rruptiblu, subjec t 

20 to being tu1:ned ott by the electric u t ili t y at i t s 

21 discretion. 

22 In other places interrupt i ble does mean what 

23 we i n Florida call curt.ailable , t hat is i t' s subj ec t to 

24 a demand for curtailment by the u t ility , but ne ithe r of 

25 those cases appliea to SE . If the customer want s to 
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1 cont i nue to use his load during a non- SE period, he ' s 

2 tree t o do it . He just pays the rates . 

3 Q It the revenues in the rate c ase at the 

4 pres ent rates are based on the rates ot the c~ass in 

5 whic h the customer is currently taking serv~ce or 

6 aigrat i ng troa, isn't this an assignme nt to the 

7 aigrating cuato .. r ot the coat of the c lass in wh ich 

B they're taking service before aigration? 

9 A I'm sorry, Mr. Palecki, I mi ssed a few words 

10 in the opening section ot that questio n . If you c ould 

11 repeat it, I'd appreciate . 

12 Q I! the revenues in the rate c ase at t he 

13 present rates p-e baaed on the rates of the c l a ss i n 

14 which the cuatoaer is currently taking servic e o r 

15 mi grat ing troa, isn't this an assignment t o the 

16 migrat i ng customer of the c ost o t the c lass in whic h 

17 they are tax ing service before migrat ion? 

18 

19 

A 

Q 

Yes , I believe s o. 

It we know that a given c hange i n the ra te 

20 struc ture o f two c lasses -- it we know tha t give n a 

21 c hange in the rate structure ot the two c lasses, it is 

22 c ost effective tor the customer to migr a t e to another 

2 3 c lass , d o we know that the c ost t o serv e of t h e 

24 migrating group ot customers is that ot el.the r the rate 

25 cla s s !rom wh i ch it is migrat i ng or the cla ss t o wh ich 
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1 they are aiqrating? 

2 A No. 

J COMMISSIONER EASLEY: Then I didn't understand 

4 the preceding question. When you said "yes , " I thought 

5 you were saying that the assignment ~as to the 

6 migrating custoaer prior to aigration . 

7 WITNESS WRIGHT: I believe the preceding 

8 question had to do vith the revenues of the customer, 

9 and the last question had to do with the actual cost to 

10 serve the custoaer. 

11 COMMISSIONER EASLEY: All right . Then you're 

12 right, I didn't understand it. Thank you. 

13 Q (By Mr. Palecki) Will the cost ot ssrvice 

14 have been run for the group ot migrating customers to 

15 determine their actual cost to serve three or tour days 

16 a!ter the first agenda when the final design of rates 

17 must be coaplete? 

18 A That depends on several things, including what 

19 all the cost analyst, Mr. O'Sheasy, has to do. It may 

20 have been in response to an unrelated question, but I 

21 thought this morning he indicated that it might be 

22 possible to get the cost ot service study d one in a 

2 3 couple ot days it there were not extensive revision3 

24 required. I believe that I understood Mr. O'Sheasy to 

25 say that this aorning . 
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Is it quite probable that the cost to serve of 

2 a group ot aiqrating customers ia aoaewhere between the 

J coat to serve each ot the two involved classes? 

4 A That aakes intuitive sense to me. I would 

5 think it would be true. 

6 Q Is it fair and reasonable to require either 

7 the class to which they are aigrating or from whic h 

8 they are aigrating to absorb the entire shortfall when 

9 we don't know what the actual coat to serve of t~ese 

10 cuatoaers is? 

11 

12 

A 

Q 

Probably not. 

Is splitting the shortfall due to the 

13 aiqration between the two involved classes on the 

14 revenues of the two classes a reasonable and fair 

15 aethod given that we don't know the c oat to serve on 

16 the aigrating custoaera? 

17 A I would say so, particularly given your 

18 assumption that you don't know the cost to serve, whic h 

19 in turn, I believe, assUIIes that you have n't been able 

20 to redo the coat ot study with the migrating c ustomers' 

21 cost factors incorporate d into the class in which they 

22 migrate. 

23 

24 

25 

Q 

A 

Are you aware ot any more equitable method? 

No. 

MR. PALECJ<I: co-iasioners, Staff has omitted 
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3 CHAIRMAN WILSON: Questions, Commissio ners? 

4 MR. BEARD: Juat one. 

5 

6 

COMMISSIONER EASLEY: I have one . 

CHAIRMAN WILSON: Redirect? 

7 REDIRECT EXAMINATION 

B BY MR. BURGESS: 

9 0 Mr. Wright, you were asked a number o f 

10 questions, first by Mr. McWhirter and then by Mr. Stone 

11 about whether you had performed any system planning 

12 analysis tor utilities. Do you recall those questions? 

13 

14 

A 

0 

Yes, air. 

Do you have any knowledge of the actual system 

15 planning mechaniaae undertaken by the utilities? 

16 A At least soae general and somewhat spec ific 

17 knowledge on how they plan, gleaned !rom planning 

18 documents subaitted to this Commission , from 

19 conversations with utility personnel, from 

20 conversations with syatec planning staff here at t he 

21 Coaaission and so on. 

22 0 Do you have 3ny particular knowledge about 

23 the specific system planning criteria used by Gulf 

24 Power Company or Southern Company? 

25 A Not so much as to the spec ific system 
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1 planning criteria, but as to their generation expansion 

2 planning process and how it incoporates reliabil ity 

3 ~nalysis and econoaic analysis along the lines that 

4 I've represented, are fairly standard for utilities . 

5 Q And what knowledge do you have ~ith regard to 

6 the generation expansion planning of either southern 

7 Coapany or Gulf Power Coapany? 

8 A Well, a review of the southern company's 

9 Generat j on Expansion Planning Document submitted to 

10 this co .. ission in the annual planning hearing, 890004, 

11 to quote troa it, •Generation expansion planning on the 

12 southern Electric Systea has consistently been 

13 characterized by optimized coordinated planning. The 

14 Southern coordinated optimized planning proc ess beg ins 

15 with the long-tara load forecast to the individual 

16 operating coapanies . In technology screening, the next 

17 step i n the process, all reasonable tec hnology optio ns 

18 for future generation additions are evaluated and 

19 screened. Using the select list of generating 

20 technologies developed by this screening proc ess --" 

21 COMMISSIONER GUN1'ER: Shef, you can read 

22 taster than the court reporter c an possibly keep up 

2 3 with you . 

24 

25 

WITNESS WRIGHT: Thank you , Commissioner . 

• using the selec t list o f generating 
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3 characteristics ot the candidate units are then input 

4 into the Generation Expansion Optimization Program . 

5 "The prograa then internally generates a 

6 large nuaber of schedules ot unit additions which 

7 satisfy reliability and load requirements. The revenue 

8 requireaents associated with these additions, as well 

9 as fuel and other operating costs, are then c alculated 

10 tor each year tor each of the plants. 

11 "Using present worth of revenue requirements 

12 as the economic criterion, the program identifies the 

13 optimum expansion plan which miniaizes these future 

14 coats.• This is exactly the economic analysis stage or 

15 phase of generation expansion planning to which I have 

16 re! erred throughout ay testimony . 

17 The documents goes on: "This present worth 

18 of revenue requirements has two components: One is the 

19 cost of ·future capital additions required ; the othe r is 

20 the production cost of serv ing all the load in a ll the 

21 years ot the study on a system basis.w 

22 I find in this sound support for my 

23 proposition and proposal to use system energy at the 

24 generation level as the appropriate allocation factor 

25 t or allocating energy-related production plant costs. 
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You read troa a document, as I undarstand it, 

2 that you said was used in Docket Ho . 89000 4 , is that 

3 correct? 

4 

5 

6 

A 

0 

A 

Yea, air. 

Would you tell me what d ocument that was? 

The docuaent is entitled "1989 Planning 

7 Hearing, Generation Expansion Planning Docuaent , 

8 southern Electric Systea." Actually when it was tiled 

9 it was in Docket Ho. 880004-EU-A , September 1 , 1988. I 

10 believe by the time it got to the hearing it wa s 

11 890004-EU-A. 

12 0 And by whom was it tiled? 

13 A It says Southern Electric System . lt says 

14 "This docuaent was prepared by the System Plann i ng 

15 Department ot Gult Power Company." 

16 0 You were asked by Mr. McWhirter whether there 

17 had been sa.e reduction in i ndustrial usag~ o f 

18 electricity in the Tampa Electric Company area, and as 

19 I recall you said it was not warrant~d ; the conclusion 

20 that this was attributab le to the equivalent peaker 

21 methodology was not warranted. Could you tell me why ? 

22 A Yea. In the first plac e, a substantial 

23 reduction in industrial energy c onsumption on Tampa 

24 Electric's system was not an unusual event . f r om 1981 

25 t o 1982 there was a decline in industrial energy 
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1 consumption on TECO's system by some 723,000 megawatt 

2 hours. This was about a fourth less than the amount of 

3 prod~ction observed troa 1985 to 1986 . 

4 Second, a lot of this lo~d was going orr the 

5 system anyway . Tampa Electric knew that numerous of 

6 their customer• with lote of load were already in the 

7 process of installing cogeneration o r evaluating it o r 

8 planning to install it during the pendency of the rate 

9 case. 

10 Why was the load going ott Tampa Electric 

11 systea anyway? Because Taapa Electric' s rates were 

12 going up a whole bunch anyway . That rate case was he ld 

13 for the prikdry purpose o f inc luding , or getting into 

14 Tampa Electric's rate base, its newest and largest 

15 generating unit, Big Bend 4. The addition of Big Bend 

16 4 to Tampa Electric's rate base resulted in the 

1 7 increase in TECO's rate base or more than 55\. 

18 I aubait , and I believe that this was 

19 testified to by TECO witnesses during the course of t he 

20 companion docket to 850050 , the compan ion docket being 

2 l 850246, that a lot of this cogeneration departure of 

22 flight was stimulated by the impending addition of Big 

23 Bend 4 into TECO's rate b6 se . 

, 4 TECO's rates are very high anyway . ~ccording 

~5 t o the latest published addition of the Florida Public 
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1 service CoiiiJIIission's Report, Statistics of the Florida 

2 Electric Utility Industry, in December '88, the most 

3 recent data reported in the docuaent, Ta~pa Electric 

4 had the highest rates of all Florida investor-owned 

5 utilities tor all cateqories o! customers, not just 

6 industrial but co-ercial and industrial as well. 

7 Finally, I think you need to look at what 

8 would have happened anyway had the Commission not used 

9 the peaker study? 

10 In this context it's appropriate to recoqnize 

11 that the IS-1 and IS-3 rates implemented by the 

12 Comaission following the Equivalent Peaker Cost Study 

13 were signir1cantly and substantially less th4n the 

14 rates proposed by Taapa Electric Company for these 

15 classes in the rate case. In the course o! looking at 

16 this issue I happened to prepare a little table, my 

17 attorney has copies to pass out, as t o the rates before 

18 the case, the rates iaplemented using the pea~er 

19 method, and the rates proposed by Tampa Electric. 

20 Do you quys want to pass that out? 

21 

22 

MR. BURGESS: We're working on it . 

COMMISSIONER GUNTER: Okay . I thought maybe 

23 you aissed a cue. 

24 MR. BURGESS: No, we j ust pic ked up the wrong 

25 set ot d ocuaents . 
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COMMISSIONER BEARD: Shef, you said that TECO 

2 had the highest rates in all rate class? 

J WITNESS WRIGHT: All rate catego ries, 

4 residential, coaaercial and industria l c ategories as 

5 distinguished fro• RS, GS, GSD , GSLO and the IS rate 

6 c1aaaes . 

7 COMMISSIONER BEARD: And the latest data y ou 

8 have is Deceaber of '88. 

9 WITNESS WRIGHT: The Study wa s published in 

10 '89 ; the data reported in the Study was December of 

11 '88 . 

12 COMMISSIONER BEARD: We get these things 

13 monthly with aoae published residential rates, at 

14 least, on average. And the res i dentia l certainly 

1 5 doesn't show TECO to be above. 

16 CHAIRMAN WILSON: That data you have is a s of 

17 December 1988? 

18 

19 ' 88. 

20 

WITNESS WRIGHT: I th ink i t ' s Dece~r 31, 

CHAIRMAN WILSON: There have been rate 

21 reductions since then. 

22 

2 3 

WITNESS WRIGHT: Yes, sir . 

CHAIRMAN WiLSON: So that relationship may 

24 not, in fact, hold . 

25 WITNESS WRIGHT: It may not. 
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MR. BURGESS: Commissioner, the ques tion was 

2 whether th~s was likely the variable that drove the 

J industrials into cogeneration. 

4 CHAIRMAN WILSON: I know. He went tar beyond 

5 answering that to saying something that I don 't think 

6 ie corroct anyaore. It aay have been correct in 1988 

7 but it's not today. 

8 COKNISSIONER BEARD: You aight want to even 

9 discuss the aigration or failure of migration o! FPL , 

10 that if FPL is now higher, but we didn 't g o quite that 

11 far, did we? 

12 CHAIRMAN WILSON : I have this picture when 

13 you talk about aigration, of these noaadic ho rdes 

14 driving their sheep or deer a c ross the great Arc t ic 

15 wastelands of north Florida . 

16 MR. BURGESS: You mean that's not what we 

17 have been talking about? 

18 COMMISSIONER BEARD: A bunch o ! little cogens 

19 migrating a c ross the county line. (Laughter) 

20 WITNESS WRIGHT: To get right t o it, T~mpa 

21 Electric's Director of Ra tes, Mr. Cacpbell, during the 

22 case in '85, proposed rates tor their Interruptible 

23 Service 1 c lass , the then exist i ng class, that were 

24 approx imately a third highe.r in the energy c harge than 

25 those impleaented by the Commission following the 
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1 peaker aethod , and nearly twica as high i n th~ demand 

2 charge than those implemented by the Commission 

3 followinq the pealter aethod . 

4 For the I S-3 class, wh ich is a new cla ss 

5 created as a result ot that case , the energy c~arge was 

6 sliqhtly h i gher than that implemented by the Commi ss ion 

7 following the Peaker Coat Study, and t he demand charge 

8 was more than three tiaes , i n tact , nearly tour times 

9 as auch as that implemented by the Comaiss1on. 

10 ThG numbers are right there on the page and 

11 they are fro• testiaony and exhibits ot Mr. Campbe ll in 

12 850146. 

13 MR. BURGESS: Mr. Chairman , could -- excuse 

14 me, before we go further, could I get an exhibit 

15 nuaber? 

... 6 CHAIRMAN WILSON: Yes, this would be Exhibit 

17 No. 607 . 

18 MR . BURGESS: Thank you. 

19 (Exhibit No. 607 marked tor identitication.) 

20 Q (By Mr. Burgess) Excuse me, I 'm sorry, I 

21 didn't mean t o cut you otf, Mr . W!"ight . Wou l d yo•1 

22 please continue your response. 

23 A The point is that t he totality ot the 

2 4 cir cumstances I think indicate that there are a whole 

25 lot ot other things going on to cause the reduction i n 
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1 Tampa Electric's industrial load . I don't believe t hat 

2 a c onclusion that the shift in industrial loa d o r 

J dec line i n industrial load on TECO's system waa 

4 attributable to the adoption by this co-isai on o ! the 

5 equivalent peeker coat aethod. 

6 0 Let's suppose the tull inferenc e o t Mr . 

7 McWhirter's queationn. Let'• suppose the r e i s a 

8 migration or ao .. aoveaent to c ogeneratio n o r some 

9 other reduction in U6age by the indust rials as a resu l t 

10 ot iapleaentinq the particular cost o! service study. 

11 It the Comaiaaion deteraines that that cost ot service 

12 study accu.rately reflects the coat, should the y shy 

1J away froa it because it aight reduc e industria ) u s age 

14 or aoae of the other effects Mr. McWhirter ques tio ned 

15 you on? 

16 A Not in &y opinion . I! the Co111111iasion i s 

17 particularly c oncerned about such effec ts , I t hi nk it 

18 already has in place transition rules t or s moothi ng the 

19 effec t ot rate increases, rate dec reases, o r of s h i f ts 

20 in cost allocation methods that are more than adequate 

21 t o address such concerns. 

22 COMMISSIONER BEARD : Let me aax you a 

2J question. As a general policy in rateaaxing, L! we 

24 have the appropriate c oat study, we should be migrat i ng 

25 t owards that plus whatever portion o t c ontribution i s 
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1 deemed appropriate, as opposP.d to migrating away from 

2 that? In other words, it you have cost is X and you're 

1 here, you don't want to be going this way , d o you? 

4 

5 

6 

WITNESS WRIGHT: That's exactly right. 

COMMISSIONER BEARD: You want to go this way . 

WITNESS WRIGHT: Yes , sir. 

7 COMMISSIONER BEARD: And that 's applicable 

8 prnbably in any industry that is regulated by this 

9 Comaission? 

10 WITNESS WRIGHT: I believe so, yes, sir . The 

11 cost ought to iterate toward cost base rates . In the 

12 lon~ run, you ought to be right on it . That's my 

13 opinion and ay testiaony. 

14 Q (By Mr. Burgess) Mr . Wright , you were asked 

15 some questions by Mr. Stone and then followed up by 

16 Commissioners Easley and Wilson with regard to the 

17 build ing of plant to meet peak. I'm not sure I recall 

18 the s pecific questions, but I think I can follow up 

19 with the question: Is it correct that a Utility needs 

2 0 to build enough capacity to meet its peak demand? 

21 A Yes. It is. 

22 Q It a Utility -- it meeting the peak demand 

23 were t he only consideration that a Utility had to thinx 

24 about in order to build, what kind ot plant would the 

25 Uti l ity aost likely build? 
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I'a afraid your qu .. tion aay be a little bit 

2 incoaplete, becau.e the utility deterainea what type of 

3 pla.lt to build baaed on the energy load expected to be 

4 aerved. 

5 Q Suppose --

6 A £xFec:t~ to be -rved. I! your question is 

7 do they have to aeet the peak deaand in a very aaall 

8 nuaber of houra or a relatively aaall nuaber of hours, 

9 what ~lnd of unit vould they build? 

10 Q Ky queation is suppose there were only a 

11 single peak to be .. t and no other e.nergy to be sold 

12 any other ti .. of the year, what kind c! unit would 

13 they build: 

14 A I vould think they would build the least 

15 expenaive unit they could, and that would probably be a 

16 combUstion turbine or poaaibly a dieael engine or 

17 aomething like that. 

18 Q What if they were going to aeet 12 different 

19 peaka and there waa no other energy usage any other 

20 t i ae, what kind of units would they likely build then? 

21 A One each aonth? one peak each aonth? 

22 

23 

24 

25 

Q 

A 

Q 

A 

Yea. 

They would probably build a peaker. 

Why is that, why would they build a peaker? 

Because the operating - - because the capital 
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1 cost of peaking units are so saall relative to the 

2 capital costs of interaediate and baseload units that 

3 when they only operate a ..all amount of the time --

4 that is, when there is only an energy load to be served 

5 in a aaall nuaber of hours, it's the economic choice 

6 tor the Utility to u•e a peakinq unit rather than t or 

7 it to spend the capital costa for an intermediate or 

B baseload unit. 

9 Q Well, but very often Utilities don't build 

10 peaking units, they build baseload units. Why uou ld 

11 they build baseload units if it's cheaper to build a 

12 peaking unit? 

13 A Because frequently the addition o! a baseload 

14 unit to the Utility's aystea will provide the lowest 

15 total revenue requireaents over the planning horizon. 

16 The lowest -- it's the unit that will be indi cated in 

17 consideration of all coat characteristics, both capital 

18 costs and operating costs. It falls out of the 

19 economic analysis component of the Utility's generation 

20 expansion planning process. 

21 Q Well, does that a uggest that the amount of 

22 coat t o incur in building a plant is driven by 

23 s omething acre than just the need to meot a single peak 

24 or 12 s ingle peaks? 

25 A Exactly. That's the exact premise o! the 
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1 peaker study, peaker aethodoloqy approach . 

2 MR. BURGESS: Thank you, Mr . Wright, that's 

3 all ~e have on redirect. 

4 

5 607. 

6 

CHAIRMAN WILSON: Do we have any -- we have 

MR. BURGESS: Yes, sir , I would aak that the 

7 Coaaission take into evidence Exhibits 350 through 353 

B and Exhibit 607. 

9 CHAIRMAN WILSON: 350 through 353 have been 

10 stipulated, have they not? 

11 MR. BURGESS: Yes, sir, correct. 

12 MR. McWHIRTER: Mr. Chalraan, I want to take 

13 the vitness on voir dire vith respect to Exhibit 607. 

14 CHAIRMAN WILSON: All right. This will be an 

15 abbreviated version of the prior voir dire you did? 

16 MR. McWHIRTER: I '• extreaely hopeful in that 

17 res pect. 

18 CHAIRMAN WILSON: Okay. 

19 VOIR DIRE EXAMINATION 

20 BY MR. McWHIRTER: 

21 Q Mr. Wright, the rates proposed by TECO in the 

22 center coluan, and let's just use the IS-! rate, those 

23 were proposed by TECO at the outset ot the case? 

24 

25 

A 

Q 

No, sir, it was during the case. 

It vas during the case? 
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1 A Yea, air. 

2 Q And aa I recall, TECO waa asking for a ra~e 

1 increase of $125 million? 

4 A I don't recall the total amount of the 

5 increase that the Coapany waa request i ng. 

6 Q Well, asauae, subject to check, that they 

7 were asking tor $125 aillion. These rates would have 

8 derived the IS-1 cuatoaera' ahara of that, ian't that 

9 correct? 

10 A It would certainly have derive d tne IS 

11 cuatoaera' ahara of previous revenue requirement plus 

12 the requested increase in the sense of revenuea that 

13 the coapany was asking !or. 

14 Q Now in your third column , the o ne that the 

15 equivalent peaker aethodoJogy derived , was based on th~ 

16 f i nal increase granted to Tampa Electric , isn't that 

17 correct? 

18 

19 

A 

Q 

I think that's true. 

And isn't it true that the final increase 

20 granted to Taapa Electric Coapany was i n the range of 

21 $25 million, which was some 80\ leas than the TECO 

22 requested? 

23 A I thought it was aore t han $25 million, but I 

24 d on ' t recall. 

25 Q So essentially the r~tes in the middle column 
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1 are the rates required to get one amount ot revenue and 

2 the rates in the othe.r coluan are the aaount ot money 

3 that you need to get a substantially lesser au• o t 

4 revenue. 

5 A Well, I don't think that'& exactly right. 

6 Mr. Caapbel1 proposed these rates based o n some value 

1 of service considerations. I believe that these rates 

8 proposed by Mr. Campbell were in tact substantially 

9 higher than those that the Company originally proposed 

10 at the outset of the case and were driven by the 

11 perception by Tampa Electric Company that certain 

12 customers were attempting to take unfair advantage ot 

13 the interruptible rates. 

14 Q I understand t.hat they changed the rate 

15 structure with respect to these customers . But t!.ose 

16 rates would derive this customer's share ot A 

17 substantially larger revenue requirement than the one 

18 that was actually granted? 

19 A Because of the timing ot the two different 

20 proposals that Taapa Elect~ic made during the case f or 

21 interruptible rates, I'm not sure that's true . Surely, 

22 these rates, these rates would have generated -- well, 

23 they would have generated whatever revenue they would 

24 have generated. 

25 CHAIRMAN WILSON: But isn't that extremely 
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3 WITNESS WRIGHT: To some extent. But to the 

4 extent that the rate proposals by Tampa Electric 

5 we.ren' t exactly cost-based but were driven by long-term 

6 historic al value of service pricing cons i derations , 

7 which is exactly vhat wu driving thea , I think it's 

8 less relevant. 

9 CHAIRMAN WILSON: Well, revenue requirement 

10 is a large portion of that driver, is it not? And if 

11 the revenue requireaent is as disparate ~s Mr. 

12 McWhirter has represented it to be , t hen these numbers 

13 in tact a1.·e not very coaparable, are they? 

14 WITNESS WRIGHT: If the rate revenue 

15 requirement nuabers are as disparate as he rep~esents, 

16 the.n then they are less comparable, yes . 

1 7 COMMISSIONER BEARD: Let me t~ke a little 

18 different tact, though. If I am a phosphate person out 

19 there thinking about cogeneration, do I in tact really 

2 ~ care wha~ the revenue requirement derived by TECO is or 

21 do I care about what my costs are going to be? 

22 WITNESS WRIGHT: I th i nk you ca re about what 

23 your f inal bottom l i ne rates are going to be . 

2 4 COMMISSIONER BEARD: That's what I would , it 

25 I was in business, you k.now, the tac t that it's 25\ or 
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1 50t of the revenue requireaent, what I c are about is 

2 what do I have to pull out of my wallet , I would 

"' assuae. 

4 CHAIRMAN WILSON: For the purposes, it seems 

5 to ae, and correct .. if I'a wrong. Fo~ the purposes 

6 of this illustration, you've got to know what revenue 

7 requiraaent is drivinq either one ot these. 

8 Theoretically, you could have those rates proposed by 

9 TECO could have generated 100' ot the increased r evenue 

10 that they were askinq for. It could have derived $25 

11 aillion. 

12 

13 

COMMISSIONER EASLEY: Was there any point -­

CHAIRMAN WILSON: That, I don't want to, I'm 

14 not testifying --

15 

16 

COMMISSIONER EASLEY: I'm sorr:r . 

CHAIRMAN WILSON: I just want to know that 

17 in fact the revenue requirement ia essential to putting 

18 the apparent representation that this exhibit has, to 

19 put it in perspective, you need to know what the 

20 revenue require .. nt that drove -- that those number s 

21 drive or that drive these numbers ? 

22 WITNESS WRIGHT: Yea, it's certainly at least 

23 an iaport.ant, important determinant. 

24 Additionally , though, Tampa Electric wa s 

25 ask i ng f or rates, rate increases t o the interruptible 
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1 class specially, •ore or less given the timing ot the 

2 events, separate fro• the overall revenue requirement . 

3 They were asking for rates geared against -- geared t o 

4 value ot service pricing principles and discounts troa 

5 the indicated fir. service rates. 

6 dut you're right, it certainly had s~methinQ 

7 to do with it. 

B CHAIRMAN WILSON: co-issioner Easley? 

9 COMMISSIONER EASLEY: I was going to ask i f 

10 during this proceeding, since the equival~nt peaker 

11 method was eventually used, apparently, was there any 

12 evaluation of the rates requested by TECO tor the 

13 interruptible service using the equivalent peaker 

14 •ethod in order to aake the co•parison prior to the 

15 reduc tion in the revenue requirement and , theret~re , 

16 reduc tion in the rate? 

17 MR. BURGESS : You're asking was there 

18 something that designed the rates that would show this 

19 for what TECO's method would have done ! or the a c tual 

20 rate inc rease? 

21 COMMISSIONER EASLEY: Yes. Was there a 

22 calcula tion prior to the reduction in the revenue 

23 requirement and therefore prior to that r eduction in 

24 the rates? 

25 MR. BURGESS: It was not a c tually a reduction, 
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J COMMISSIONER EASLEY: It was a reduction in 

4 the increase. That would al l ow you to see what the 

5 effect of equivalent peaker aethod on a like revenue 

6 requirement would be? 

7 KR. McWHITER: Not a right revenue 

B requirement, but coaparable. 

9 COMMISSIONER EASLEY: Li ke. Like revenue 

10 requirement. 

11 WITNESS WRIGHT: I think that probably would 

12 have been available in the cost •tudies in the case. 

lJ COMMISSIONER EASLEY : But you didn't go back 

14 when you were preparing this to try and make that 

15 comparison? Okay. 

16 COMMISSIONER BEARD: Well, I get to ask a 

17 little bit here because I'm confused. A company comes 

19 in and asks for X nuaber ot dollars. This Commission 

19 reviews the data and, based on looking at costs and 

20 those things, deteraines what the real appropriate 

21 number is. So if they came in and asked tor 1.662 and 

22 215, Okay? And we looked at it and said, "Nah, Nah, 

23 too auch." And we lower it to what is appropriate . 

24 That's part of the reason tho revenue requirement went 

25 down, isn't it? 
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MR. McWHIRTER: Let ae --

COMMISSIONER BEARD: It I reduced the 

tariffed aaount in the IS-1 tariff froa what they 

requested to what we granted, then the 125 aillion is 

going to start on this little road dovn to 25 aillion, 

isn't it? 

WITNESS WR:t:GHT: I don' t th 1 nk so. 1 think 

the revenue requireaent ia deterained exoqenously from 

the rate design, separately from the cost allocation in 

the rate deaign. It'• deterained baaed on how auch 

they had been before they got in rate base and how much 

ot whatever elae they got in rate base and what O'M vas 

allowed and what O'H wasn't allowed. 

COMMISSIONER BEARD: If I take the same 

nuaber, aaae aaount, of enerqy, Okay? And I price it 

at the rates propoaed by TECO and then at the same tiae 

I price it by what we approved, which one is going to 

create a largQr aaount of revenue? 

WITNESS ~GHT: Obviously, the one pr~poseJ 

by TECO. 

COMMISSIONER BEARD: Right. Okay. And I 

understand --

WITNESS WRIGHT: But the issue about 

allocation aaonqat the classes is separate from the 

overall revenue requirement determination, that 's all 
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I'm saying. 

COMMISSIONER BEARD: Never mind, I'm not 

going to argue. 

CHAIRMAN WILSON: Any questions? 

MR. McWHIRTER: No, sir . J object to Exhibit 

607 as it is presently structured on two bases, it you 

want to know why . 

curiosity. 

MR. BURGESS : I would like to know why . 

CHAIRMAN WILSON: Just as a matter ot mere 

MR. McWHIRTER : It's comparing apples and 

oranges. Let •e give you a hypothetical examplo. It 

you go to the Gulf station and say, "How many gallons 

ot gas will it take me to drive !rom here to O~ala --" 

MR . BURGESS: Maybe I don't want to know. 

MR . McWHIRTER: -- He says , "Five gallons . • 

CHAIRMAN WILSON: And then the fellow only 

drives to Perry and it only takes a gallon- and- a - halt . 

And he bought Texaco could instead ot Gult' . And t.he 

Texaco aan says, •well, look, it you'd bought Gulf, it 

would have r equired you five gallons, but it only 

required you a gall 

MR. BURGESS: Excuse me . I'm going to object 

to this. I consider this to be wel l beyond the bounds 

ot grounds tor objection to a particular exhibit. I 
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1 think this would be somethinq that Mr. McWhirter would , 

2 I don't know, use in brief or arqument or testimony, if 

3 he were allowed to testify. 

4 CHAIRMAN WILSON: Well, it's c learly not aa 

5 good as littinq the pay load ott the -- at tho cape. 

6 MIL McWHIRTER: Maybe ay anal09y ia bad, but 

7 the problea is you're coaparinq apples and oranges a nd 

8 he -- the purpose of this exhibit is to show that the 

9 IS customers were better ott under the equivalent 

10 peaker method than they would have been under Tampa 

11 Electric's proposal. But, the answer ia they would not 

14: bav.e been better ott it you'd used the same revenue 

13 requir,Aent that TECO was asking f or , and so, it's not 

14 a fair exhibit to illustrate that point . 

15 KR. BURGESS: I don't think Mr. McWhirter 's 

16 characterization reflects the testimony that it was 

17 offered tor, that is that there was a lot qoing on 

18 besides siaply the equivalent peaker me~hod. There was 

19 a rate increase of some considerable siqnificance and a 

20 number ot other factors. To the extent that Kr. 

21 McWhirter disaqreea with the value o f the exhibit 

22 certainly does not aake the ~bjection valid . There's 

23 nothing objectionable in the exh i bit , and Kr. McWhirter 

24 has had the opportunity to croaa exaaine . 

25 MR . McWHIRTER: It ' s woeful l y . 
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1 CHAIRMAN WILSON: Mr. McWhirter, I'm 

2 surprised you didn't objec~ because of the compotenc q 

3 of the evidence. This is not the exhibit that was from 

4 the case, is it? 

5 HR. BURGESS: I'm sorry, what ? 

6 CHAIRMAN WILSON: Thi• exhibi t i• derived 

7 from information that was in the case . It's not an 

B exhibit fro• the case. 

9 HR. BURGESS: That's correc t, at least as far 

10 as I know. 

11 CONTINUED REDIRECT EXAMINATION 

12 BY HR. BURGIBS: 

13 Q ~- Wright, excuse me, is this an exhibit 

14 that was actually offered in the case? 

15 

16 

A No, it was derived from exhibits in the c ase . 

HR. BURGESS : It might be beneficial t o ask 

17 the witness the purpose for wh ich he offered the 

18 exhibit. 

19 CHAIRMAN WILSON: I think that was the f irst 

20 question you asked him, and he answered it. 

21 Hr. Pruitt? 

22 HR. PRUITT: It is generally represente d in 

23 the exhibit that the figures are taken from orders of 

24 the CoJDJDission . If that is a fact, the Commission ha s 

25 the author i ty to take official notice of its own orders 
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4 CHAIRMAN WILSON : I don't think this comes 

5 from the order . This coaes from an exhibit . 

6 

7 

MR. PRUITT: If it come• fro• an exhibit 

CHAIRMAN WILSON: Coaea fro• a revised tariff 

8 sheet th.at we approved and an exhibit by Mr . Campbell 

9 in testimony before the Commission . 

10 COIOIISSIONER EASLEY: Mr. Chairman, before 

11 you rule, whichever way you rule, I would like to see 

12 the comparison that I was talking about. Now whether 

13 that's to a replaceaent Exhibit 607 or a supplemental 

14 late-filed, I don't know, but to give you an indication 

15 of the !act that I don't think this is enough 

16 information, I would like to request the additional 

17 information, and that is the straighttorward comparison 

18 of the equivalent peaker method based on the -- either 

19 the first rates that TECO asked for or the rates that 

20 ultimately were granted by the Commission. So that I 

21 can see what in the dickens we are comparing. 

22 CHAIRMAN WILSON: I'm going to allow the 

23 allow the exhibit to be admitted into evidence . I 

24 think Mr. McWhirter has had an opportunity to impeac h 

25 the exhibit. And it uill stand for it stands ! or. 
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(Exh i bit No. 60 7 was rec eived into evidence .) 

COMMISSIONER EASL.EY: Well , t hen , do I need 

3 to ask for a separate late-filed? 

4 CHAIRMAN WILSON: If you would like it, yes . 

5 Mr. Wright will be back on the stand in rebutta!, I 

6 believe, will you not? 

7 

8 

WITNESS WRIGHT: Yes, sir. 

COMMISSIONER EASLEY: Perhaps he can bring it 

9 back at that time. 

10 WITNESS WRIGHT: I'll try . 

11 COMMISSIONER EASLEY: You understand what I ' m 

12 asking for? 

13 WITNESS WRIGHT: What the rates would have 

14 been based on the requested reve nue requirement . 

15 COMMISSIONER EASLEY: To make that same 

16 comparison but using the same revenue requ i rements. 

17 

18 

CHAIRMAN WILSON: Anything furthe r? 

MR . PALECKI: Commissioner , Staff was 

19 instructed to point out the appropriate time t o revisit 

20 the argument concerni ng the proposed late-filed for Kr . 

21 O'Sheasy, whic h was a rerun of the cost ot servic e . 

22 We're prepared to do that now or first thing in the 

23 morning, whichever is the Commission's pleasure. 

2 4 CHAIRMAN WILSON: Are you still requestin~ 

25 the exhibit? 
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KR. PALECKI: Yea, we are. 1 

2 

3 

4 

5 

CHAIRMAN WILSON: We'll do it in the morning. 

Any further redirect? 

KR. BURGESS: No, air. 

KR. VANDIVER: What tiae will we reconvene 

6 this hearinq toaorrow? 

7 CHAIRMAH WILSON: I waa about to get to that . 

8 Anything further this afternoon? This evening? 

9 We have a swearing-in cere.aony at 9 : 00 

10 o'clock in the aorning tor the new co .. issioner, and we 

11 will be in an Agenda Conference i .. ediately following 

12 that, and ay expectation is we should be through with 

13 that my noon. 

14 KR. BURGESS: We have the next witness . 

15 They'll be in this evening, so we'll be aonitoring it 

16 if you want to start agend.a early . 

17 CHAIRMAN WILSON: What I want to do is start 

18 this hearing back 45 ainutes after the conc lusion of 

19 Agenda Conference or 1 :00 o'clock, whichever comes 

20 tirat. 

21 

22 

KR. McWHIRTER: Whichever comes later? 

CHAIRMAN WILSON: No, the Agenda, whether 

2 3 it's through or not , will be over by noon. 

24 I would ask that you straighten up these 

25 benches since we'll be doing -- or th~ tables, sinc e we 
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1 will be doing Agenda Conference in the aorning. 

2 Mr. Wright, thank you very auch . You aay 

3 s t!tp dovn. 

4 (Witneaa Wright excuaed.) 

5 - - -

6 

7 

KR. BURGESS: can we leave things here? 

CHAIRMAN WILSON: It you leave things back 

8 t:here on that back table, that would be tina and/or 

9 under that table, I think there'• rooa there . 

10 MR. PALECKI: Can we take care of the 

11 cleaning up tirat thing in ths aorning? 

12 CHAIRJIAH WILSON: Sure, you c an ~-:> it first 

13 thing in ~.e aorning, juat be sure you have it d o ne by 

u about quarter of 9: 00. Thank you. 

1~ (Thereupon, hearing adjourned at 7:35p. m., 

16 to reconvene at 1:00 p.a. , Tuesday, June ! 9, 1990, at 

17 the aa.ae location.) 

18 - - - - -

1~ 

20 

21 

22 

23 

24 

25 
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