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1 

2 (Hearing reconvened at approximately 4 :30p.m. ) 

3 (Transcript follows in sequence from Volume II ) 

4 CHAIRMAN JOHNSON: Are ·1e ready? 

5 MS. PAUGH: I thought I had it pushed, I 

6 apologize . Chairman Johnson, if I may interject here 

7 before we commenc e with Wi tness Branic k, i f it's perceived 

8 that this proceeding is going t o b e continued , for purposes 

9 of continuity o f this case, I bel ieve that this would be a 

10 better breaking point tha n somewhe re in the middl e of Ms. 

11 Branick's cross. It looks like perhaps I am s peaking out 

12 of school. 

13 I believe staff's cross will be at least t wo 

14 hours, to give you an idea . I don't know how late we want 

15 to run tonight . But in terms of what is before us in this 

16 case, this might be a better stopping p o int , if we are 

17 going to stop . I just throw t hat o u t for ..:onsideration of 

18 the parties. 

19 MR. LCNG: Chairman Johnson, we would very much 

2 0 like to f inish this proceeding today. We have Jan e 

21 everything we can to expedite, and we wil l continue t o do 

22 that. It's p robably tru e we are going t o run over beyond 

23 five o ' c lock, but we would appreciate a ny additional effort 

24 that you are in a po~ition to make to he lp us get this done 

25 today. 
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1 From our perspective, Lo t he extent t hat t hi s 

2 issue remains unresolved, it leaves us with a g rea t dea l of 

3 uncertainty as to what t o do in the who lesale ma rket; and 

4 as you know, opportunities don't wa i t . They appear , and 

5 they go to the party t hat is prepared . So fo r tha t reason, 

6 we would ask you t o give any consideration that you could 

7 to finishing this proceeding today. 

8 MS. PAUGH: May I respond t o that, please ? 

9 CHAIRMAN JOHNSON: Sure. 

10 MS . PAUGH: I'd like t o po int out to t he 

11 Commission that their witness has test i fied it was 

12 Witness Ramil - - that the company is already no t separat i ng 

13 these sales, so in terms of the treatment of the sales , 

14 it's already in retail jurisdic tio n; and eve n i f it 

15 weren 't, if the company were to receive any det r iment for 

16 having separated and then a decision at a l ate r t i me. that 

17 could be trued up in the fuel hearings. The re is no real 

18 push for this case because it could be t rued up at a l ate r 

19 time. 

20 The company requested and rec eived a n accele rate d 

21 docket; and frankly, staff and all the partjes have worke d 

22 very hard to accommodate the company. Yo u r e ac h a po int o f 

23 absurdity, though, with pushing a heari ng. Thls is a vet~ , 

24 very important issue because it i s a po l icy issue, and 

25 staff would prefer not to be in a position to rush through 
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l ~heir cro~s of two very important witnesses from the 

2 company. Thank you. 

3 MR. LONG: Madam Chairman 

4 CHAIRMAN JOHNSON: Let me ta ke a poll of how much 

5 l onger it's going to take with respec t to t he witneasen to 

6 see if it is even realistic . Certainly we are will ing to 

7 go late, but we aren't willing t o stay here all n ight. 

8 Staff, you said t hat en Branick you had about t wo 

9 hours? 

10 MS. PAUGH: That's correct, Chairman Johnson. 

11 CHAIRMAN JOHNSON: Okay. FIPUG. any 

12 MR. Mc WHIRTER: I estimate 43 minutes on c r oss 

13 examinat ion plus 11 minutes for each discussion on an 

14 objection with r espect to any quest ion I ask, and 1f 

15 questions are evasive, it would add anoth~r 72 minutes. 

16 CHAIRMAN JOHNSON: Okay. About an hou r and a 

17 half. 

18 Public counsel. 

19 MR . HOWE: For me about half an hour. 

20 CHAIRMAN JOHNSON: Wha t abou t t he OPC's wltness, 

21 TECO? 

2:2 MR . HART z We don't anti cipale it t o he long, 15 

23 to 25 minutes, maybe less. That's ho w we have done so far . 

24 CHAIRMAN JOHNSON: I'l l put 25 here 

25 COMMISSIONER CLARK: Mr. Hart, the way they work 
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1 here is the light has to be o ff . 

2 CHAIRMAN JOHNSON: FIPUG. 

3 MR. HART : We may have no quest1ons. If it 1s a 

4 factor in getting this proceeding through, wP won ' t have 

5 any cross examination questions for Mr Larkin. 

6 MS. KAUFMAN: We wi ll not have any f o r 

7 Mr. Larkin. 

8 

9 

CHAIRMAN JOHNSON: Staff. 

MS. PAUGH: Staff will not have any f or 

10 Mr. Larkin. 

11 CHAI RMAN JOHNSON: Well, that is one we c an 

12 stipulate. 

13 MR . HOWE: Can we put Mr. Larkin's t estimony in 

14 the record and he can leave? 

15 CHAIRMAN JOHNSON: Yeah, well, we may get there 

16 real quick. 

17 Mr. Wheeler -- Did you have somet hing on 

18 Larkin? 

19 MR. HART : What we said wa s if it was going to be 

20 a factor in getting it over today we would f orego c ross 

21 examination, if the hearing is ~oing to be completed t oday. 

22 If the hearing is not going to be compl eted today. tht .. we 

23 may have some questions today. And if i t 's not a factor in 

24 whether or not we get to complete today , we may have a (ew; 

25 but i f that is a part o f the decision ·· 
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CHAIRMAN JOHNSON: I understand. Mr . Wheeler? 

MR. HART: Same thing. 

CHAIRMAN JOHNSON: Okay . 2 5 or zero? 

!.ffi. HART: Yes. 

5 CHAIRMAN JOHNSON: FIPUG. 

6 MS. KAUFMAN: We would be willing to stipulate 

7 Mr. Wheeler into the r ·'cord. 

8 MR. HOWE: We would stipulatb hie testimony also. 

9 CHAIRMAN JOHNSON: And -- oh , Mr. Rami 1' a 

10 rebuttal, right? FIPUG. 

11 MR. McWHIRTER: 30 Minutes. 

12 

13 

14 

15 

16 

CHAIRMAN JOHNSON: About 30 minutes you said? 

MR. McWHIRTER: Ye s , ma'am. 

CHAIRMAN JOHNSOU : Okay. 

MR. HOWE: About 30 minutes for me also . 

MS. PAUGH : Two hours. 

1 "1 CHAIRMAN JOHNSON: Let 's see, that ' s fou r , 

18 five -- It' s 3bout seven hours worth, and that ' s not 

19 

20 

21 

22 

2 3 

24 

25 

counting your 25 , your t wo 25 minutes. I mighl have been 

wrong. 

five --

Let's see, two hours, t wo hours; thaL'B four, 

Nope, seven hours . 

COMMISS I ONER GARCIA: Regardless , Madam Chairman, 

even if we schedule another day, we should pu t in a few 

more hours so that we don 't end up in this same box if we 

do reschedule; and who kno ws, maybe it will start moving 
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1 along. 

2 CHAIRMAN JOHNS·ON: And I don't want to rush 

3 staff, and I understand we are at Branick now. We ha ve no 

4 problem with you taking two hours. I don't wa nt you to 

5 feel rushed to complete her cross. 

6 MS. PAUGH: Thank you. We wi ll do everyth ing we 

7 can to expedite, but this is a very impor tant policy issue. 

8 CHAIRMAN JOHNSON: Sure . So we 'l l go ahead a nd 

9 try to continue and see how f ar we get. 

10 MS. PAUGH: Thank you . 

11 CHAIRMAN JOHNSON: And again, don't f eel rushed. 

12 CHAIRMAN JOHNSON: TECO, did you have a n 

13 opportunity to ge ~ those copies? 

14 MR. WILLIS: Yes, I th i nk they are in you r I 

15 know they are in your packet. 

16 (DOCUMEN'l"S DISTRIBUTED TO THE COMMI SSION 

17 MEMBERS) 

18 CHAIRMAN JOHNSON: Of ten times we don 't · - They 

19 probably should have been. 

20 CHAIRMAN JOHNSON: TECO , are we prepared? 

21 

22 

23 

24 

25 

MR. LONG: Yes. 

CHAIRMAN JOHNSON : Mr . Long, we are ready. 

MR. LONG: Thank you . 

• • • • 
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l Whereupon, 

2 KAREN A. BRANICK 

3 was called as a witness on behalf of Tampa Elect4ic Company 

4 and, having been duly sworn, testified at:o follows: 

5 DIRECT EXAM INATION 

6 BY MR. LONG: 

7 Q Are you the Kar en A. Branick that has filed 

8 direct testimony i n this proceeding? 

9 A I am . 

10 0 Was that testimony prepared by you under your 

11 direction and supervision? 

12 A It was . 

13 MR. LONG: Madam Chairman, Ms. Br anick has a 

14 number of corr ect ions to her testimony. The co rrected 

15 pages have been filed with the CommisGion on May 2.6th and 

16 May 28th, and copies of those filings, 1 bel i eve, have been 

17 distributed to the parties and to the commissioners. 

18 CHAIRMAN JOHNSON: Yes. 

19 MR. LONG: With those correct~d pages in mind, I 

20 would ask that we d ispense with having the witness go 

21 through line by line and note her cor4ections, but instead, 

22 simply have the corrected pages inserted at the appropriate 

23 time into the record as though read. 

24 ~RMAN JOHNSON: Certainly. 

25 MR. LONG: Thank you. 
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1 BY MR. LONG: 

2 0 Ms. Branick, do you have Any corrections or 

3 c hanges beyond those which have been fil ed with the 

4 Commission on May 16th and May 28th to your direct 

5 testimony? 

6 A I have one. Page 12 o f my direct testimony, line 

7 21 , the date of 200 2 should read 20 01. 

8 COMMISSIONER GARCIA: What page wa s t hat ? 

9 WITNESS BRANICK: Page 12. 

10 0 Ms . Branick, if I were to ask you the questions 

11 as they appear i n your direct testimony today while you a re 

12 under oath, would your answers be the same? 

13 A They would. 

14 0 Do you adopt t .his testimony as your s wo rn 

15 testimony in this proceeding? 

: 6 A Yes. 

17 0 Ms. Branick, did you also c ause to be prepared 

18 and filed an exhibit entitled Exhi b it of Karen A. Branick? 

1 9 A I'm sorry? 

20 0 Exhibi t o f Karen A. Branic k wh ich consists of 63 

21 Bate stamped pages? 

22 A Yes. 

23 MR. LONG: Chai rman Johnso n, I ask t hat thiJ 

24 exhibit be marked for purposes of identif icat ion . 

25 CHAIRMAN JOHNSON: It will be marked as e xhiblt 
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1 10, and short title, Karen A. Branick Exhibit. 

2 MR. LONG: And I ask that Ms. Branick's direct 

3 testimony with the corrections noted be read into the 

4 record as though given . 

5 CHAIRMAN JOHNSON : The testimony will be inserted 

6 into the record with the corrected filings as though read. 

7 

8 

9 

10 

11 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

:?.5 
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4 

5 

6 Q. 

7 

8 &. 

~A a.JIC'!'aiC CC..UY 
DOCKft 110. n0111-G 
IOUI'I'HD POa nLtiiG 4/21/t7 

BUOU 'I'D PVILIC IDVIC. COVIIIIOII 

Pa.DUD DDJIC7 t'Ut'IJIOWI 

oaa a. DU'Ic& 

Cl ~OG 

Pleaae atate your n&JM , addreaa, .. ployer and occupation. 

My name ia Karen A- Branick . My buaineaa addreaa ia 702 

9 North Franklin Street, Ta•pa, Florida 33602. My poaition 

10 ia Manaqer - EnP.rqy Iaauea in the ~equlatory and Buaineaa 

11 Strateqy Depart•ent of Ta•pa Electric Company. 

12 

13 g. 

14 

15 

16 a. 

17 

18 

19 

20 

21 

22 

23 

24 

Pleaae provide a brief outline of your educ ational 

backqround and buaineaa experi&nce. 

I received a Bachelor of Science Oeqree in Ch .. ical 

Enqineerinq and Ch••iatry fro• the Univeraity of 

Pittaburgh, Pittaburgh, Pennaylvania in 1985. In 1987, I 

waa employed aa a chemiat tor Florida Power ' Liqht Company 

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

a lab auperviaor; and in 1991 an operation• auperviaor tor 

FPL. My career in Tampa Electric coapany beqan in 1992 in 

reaponaibilitiea included aaaurance of proper boiler 

25 chemietry and chemical engineering aupport during noraal 
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1 operation• and maintenanc e outage• of the unite . I led 

2 project• related t o alternate fuel teat burna and waate 

3 water aanagament. 

4 

5 In 1994 , I t .ranafarred to the Bulk Power ' Market 

6 Davalopaent Oepart.ant where I aana<Jed the cuatoaer 

1 accounta ot approximately 30 ot Taapa Electric • a large 

8 induatrial retail cuatoaera. My experience with wholeaale 

9 aal•• in thi• departaant include• the developaent or 

10 propoaala to aarve long-tara cap•city and energy to 

11 wholeaale customera, and the evaluation ot the net De.natita 

12 from theaa aalea veraua the increaental variable and fixed 

13 coata aaaociated with aaking the aalea. 

l4 

15 In october or 1996, I waa promoted to Manager - Enerqy 

16 Issues in the Regulatory and Busineas Strateqy Departaent. 

17 My preaent reaponaibi li tie a inc lude the ~:c-eaa ot fuel 

18 adjustment filings , capacity coat recovery filing• and rate 

19 design . 

20 

21 Q. 

22 

23 ... 

24 

25 

What ia the purpoae of your taatiaony? 

The purpose of my teatiaony ia to deacriba in detail tba 

wholeaale aalaa to the Florida Municipal Power Agency 

( FMPA) and to the City of Lakeland (Lake land) , and to 
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1 support the analyaia that above thea• aalea provide net 

2 benefit& to Taapa Electric'• qenaral body of rate payers . 

3 I vill ahov hov I have applied the econoaic concepts 

4 deacribad by Dr. Bohi to tha analyaia of theae aalea, and 

5 I vill aupport the detailed iapl ... ntation ot Tallpa 

6 Electric'• propoaed treataant of the ravenuea aaaociated 

7 vith the FMPA and Lakeland aalea which ia provided in the 

8 teatimony of Hr. Ramil. 

9 

10 0· 

11 

12 

13 A. 

14 

What exhibita are you aponaoring aa part ot your teatiaony 

in thia proceeding? 

My Exhibit No. (ICAB-1), consisting ot aavan 

documents. It conaiata of: a au.aary ot contracted capacity 

15 for thaae vholeaale aalea, the interchanqe contracts to the 

16 Florida Municipal Power Agency and the City ot Lakeland, 

17 Coat vs. Benefit analyses ot these aalea and the propoaed 

18 treatment of the revenues and costa aaaociated v itb these 

19 aalea . 

20 

21 0· 

22 

23 

24 A. 

25 

Ma.Branick, p lease describe the Taapa Electric vholaaale 

aale to FMPA . 

Tampa Electric and FKPA entered into a Letter ot COaait.ant 

on October 2, 1996 tor Tampa Electric to provide baa• load 

3 
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3 

4 

5 

6 

7 

8 

9 

10 

ll 
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lonq-term fint c.pacity and enerqy . The capacity and 

enerqy a old ia froa the coabined reaourcea of Bi9 knd 

Unite 2 and 3, and ita Cannon Unita 5 and 6 . service under 

thia Letter of couitaent beqan on oeceaber 16, 1996 and 

will continue throu9h March 15, 2001. The a.ount ot baae 

contracted capac ity aaaooiated with thia aale ia 35 

aegawat~a through DeceAber 15, 1997 , and increases to 150 

aegawatts on December 16, 1999 . Docwlent No. 1 of ay 

Exhibit ahowa the baae capacity to be aerved by Ta.pa 

Electric during the term of the agreement. A copy of the 

agreement ia included aa Docuaent No. 2 ot ay Exhibit. 

13 The baae capacity ia available to ~A any tiae the 

14 generating reaourcea aupplyinq thia aal• are available and 

15 capable of producing the requeated capacity . Ta.pa 

16 Electric may aupply aupplamenta l capacity and enerqy to 

17 I'MPA from thea• generat i ng reaourcea by mutual , vr i tten 

18 agreement ot the parties. Suppleaental aervice ia an 

19 option in thia agreement to enable FMPA to increaae the 

2 0 c .apacity purchased from Tampa Electric for periods of tiae 

21 when the baae contracted c .apacity would not cover their 

22 needa. The aupplemental capacity would be aerved at an 

23 equ i valent reliability level of the baae capacity, once 

24 acheduled. To date, Tampa Electric haa agreed to aupply 20 

2 5 MW of auch aupplemental capacity durinq the aontha ot 

4 
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10 

11 

12 
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Janunry and February, and 35 JOf du.rinq the aontha of June, 

July, Auguat and Saptaaber in 1997. 

Ma. Branick , plaaaa deacribe the vholaaala aala between 

Tampa Electric and Lakeland. 

Tampa Electric began aarvice to Lakeland , on Novaaber 4, 

1996 for 10 MW of peakinq capacity. Subaequant to the 

commencement of aervica, Lakeland detarainad that it 

daairad a groater degree of firanaaa than the agra .. ent 

originally afforded . The partie• began diacuaaiona to 

amend thia agreement in February, 1997. Aa a raault, a 

new lAtter ot Agra .. ent executed b~ Tampa Electric will be 

14 recommended for approval before the City Council on May 5, 

15 1997 by the City o f Lakeland'• Electric Department. Tampa 

16 Electric will aak FERC tor a Noveaber 4, 1996 effective 

17 date when it !ilea the new agraaaent. Thia new agra .. a nt 

18 will replace the original agraaaant aignad on November 4, 

19 1996. Tampa Electric will nov aupply Lakeland with 10 MW of 

20 firm peaking capacity and anarqy . The fira peaking 

21 capacity and anergy to Lakeland haa the •••• aarvica 

22 priority •• Tampa Electric'• fira native load cuato .. ra. 

23 DOCUJDent No. 1 of .y Exhibit ahova the capacity and annual 

24 Qi nimum anergy lavale f or the tara of the agraaaant. 

25 

5 
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16 

17 

18 A. 

19 

20 

21 

22 

23 

24 

25 
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Tampa Electric will also serve Lakeland -up to 10 MW of 

supplemental service if it projects it would not be 

required to curtail native retail load and spinning reserve 

requirements, coamitments for uni t: and/or station power 

sales , firm wholesale service commitments or other power 

sales having equivalent priority that were scheduled priot 

to thia request. Tampa Electric may supply optional 

supplemental servjce to Lakeland by mutual, written 

agreement of the par ties. This sale is supported by Tampa 

Electric's syst£m resources . A copy of the agreement is 

included as Document No. 3 of my exhibit . 

SO'JIICUY OP IUDIKJ'ITS 

What are the benefits associated with the off-system sales 

to FMPA and l4keland? 

The total incremental cost associated with the FMPA sale is 

projected to be $68 . 2 million preaent va!.'.le . The total 

revenues frorr the PMPA sale are projected to be $77.2 

million present value. Therefore the benefits from this 

sale are equal to the difference between total revenuus and 

total incremental costs, or $9 .0 million. This cost versus 

benefit analysis is detailed in Doc ument No. 4 o f my 

Bxhibit. 

6 
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16 

17 

1 8 A. 

19 

20 

2 1 

22 

23 

24 

25 
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The total incremental coat associated with the Lakeland 

sale is projected to be $3 .2 aillion present value and 

total revenues are projected to be$ 4.2 aillion dollars 

praaent value . The banetita froa this aala are therefore, 

$0 . 9 ail lion present value . Doc u.a.nt No. 5 of ay £xhibit 

details the coats versus benefit aaaociated with the 

Lakeland sale. These benefits veraua coats analyses were 

dona considering only the base c ontracted aaounta of 

capaci ty and a nergy plus any c ommitted auppleaental 

service . To the extant, additional auppl ... ntal service is 

supplied, the benefits will i ncrease aa wel l. 

BCOWOMIC ANALYSIS 

How did you dete r mi ne t he benefits a s sociated with the 

wholesale sales t o FHPA and Lakeland? 

The economic analysis was pertoraed using produc tion 

simulation models, t o quantify the differential r evenue 

requirements with and without the sales. The difference in 

total p rojected t otal reve nue raquire.ments inc lude aytoOt

fuel, operating and mai ntenance and capital revenue 

requirements when the sale ia included ainua the total 

revenue requirement without the sale defined as the 

i ncremental c oats associated with aaking each sale 

7 
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individually. 

What expenses are included in your incremental coat 

analyillia? 

As Dr. Bohi testifies, total incremental coats include 

variable costa and may or aay not include incre .. ntal 

capacity costa. The potential incr .. ental variable cocta 

associated with these off-system sales are tuel, 801 

allowances, and operation and maintenance expense . The 

incremental capacity costa it any are expansion plan 

i11pacts . 

I•C'JlBKDITAL VARIABLE COSTS 

What method d i d you use to coapute the incremental fuel 

costa uaed in your cost veraua benefit analysis tor the 

FMPA and Lakeland sales? 

The incremental fuel coat is equal to the differential tuel 

expense between the two product;ion simulation analyses 

runs, one with the ott-ayatom sale and one without. In 

each case the simulation minimizes the tuel expense by 

economically dispatching the lowest variable coat u.nita 

first. The incremental fuel coat is coapriaed ot 

8 
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additional qeneration troa the coa l units , oil at Hookers 

Point at.ation, natural qaa at Hardee Powe r station, oil at 

the combustion turbines or ott-ayat- purchases . 'nle 

increaental fuel expense wee co.puted tirat tor the P'KPA 

sale. 

The incremental fuel expenae tor the Lakeland s ale was 

derived i n the same manner. However , the analysis tor the 

Lakeland sale was pertoraed with the inclusion ot the FMPA 

sale in the simulation runs. 

What method did you use to coapute the increaental 501 

allowance tor each sale? 

The incremental generation by unit was derived by taking 

the difference in generation between the two previously 

def ined production simulation analysis. An initial 

replacement. coat tor so, allowances was assumed to be 

$99.45 per ton of so. emitted per unit and was computed 

according to t he sulfur content ot the coal used in the 

unit and the heat content ot the coal tor each unit. The 

total incremental S01 allowance coat tor the increJMntal Bo.? 

emissions tor each unit was sUJDJDed to qet the total 

incremental 501 allowance coat tor the sale. Th1s aethod 

was used tor both the PMPA sale and the Lakeland sale. 

9 
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Please describe the aethod used to coapute variable 

operation and aaintenance coat for each sale. 

The current variable operation and uintenanca rate pai<1 to 

qualifying facilities as part ot the as-available 

coqeneration payae.ntcs was used to coapute the costa tor 

these aales in 1997. This value was then escalated at J\ 

per year. The total megawatt hours generated tor each sale 

was multiplied by this variable operation and aaintenanoe 

rate tor each year yielding an eati•Bte of the variable 

operation and maintenance expense. Thia methodology was 

used tor both sales. 

INCRBX&WTAL CAPACITY C08T8 

Please describe the methodology used to quantify the 

incremental capacity costs included in your analysia of the 

PMPA sale. 

The methodology used to quantify the incremental capacity 

costa is to taxe the difference in the capital and fixed 

oper~tion and maintenance revenuo requirements between two 

optimized generation expansion plana . The first run as a 

base case, which assumes the a ale ia not made, and the 

second run does include the new sale. 

10 
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For the sale to FKPA, there vas no change to the expansion 

plan due t c the addition ot PMPA. Intuitively, this aakea 

sense because the PMPA sale ends in March 2001 while Taapa 

Electric's next generation unit is planned !or January 

2003. This is demonstrated in Tampa Electric's Ten Year 

Site Plan tiled on April 1, 1997 with the Co.aiaaion. With 

no chang~ in the expansion plan, there is no differential 

revenue requirement. Therefore, there are no increaental 

capacity costs associated with the sale to FMPA. 

How is the incremental capacity coat for the sale t:o 

Lakeland determined? 

Lakeland is analyzed with the saae metho.Joloqy as the FMPA 

sale except the FMPA sale is included i n the base case 

because the FMPA, sale was made prior to the n ew Lakeland 

sale. 

The Lakeland sale terminates i n eeptember 2006. This is 

attar the planned addition or combustion turbines in 2003 

and 2004. Analysis of two cases, a base c ase without the 

Lakeland sale and another with the 10 aegawatt sale 

included for the entire term , 19~6-2006, showed no change 

to the base case expansion plan. Thus, like t.he I"KPA 

sales, no incremental capacity costa would be expected 

using this methodoloqy and assumptions. Because the 

11 
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Lakeland sale does span a period ot tiae durinq which the 

company expects to add new capacity, a auch aore 

conser~ative approach to the projection ot the increaental 

costs durinq this tiae period would be to assu.e that 

enough new load occurs to aove the expansion plan and then 

prorate this impact to the Lakeland sale. It a prorated 

allocation of the revenue requireaents of the nev units 

required i• assigned as the increaental fixed cost ot this 

sale, this would result in $0.8 aillion present value in 

t ixed coats tor accelerated ot the expansion plan. So 

depending on the methodoloqy eaployed, the increaenta l 

capacity ccats associated with this sale are between $0 and 

$0.8 million. 

Are there any unique provisions ot the Lakeland agreement 

that would impact the incre•ental fixed cost in the 

Lakeland analysis. 

Yes, there are. The Lakeland aqreement provides Ta•pa 

Electric with the opportunity to terminate the c ontract no 
~ooj. 

earlier than December 31, ~ by providin~ Lakeland with 

a one-year not ice. While it is not Tampa Electric ' • plan 

to exercise this option, should increaental fixed or 

variable costa rise above the current projected valuee, 

Tampa Electric could terainate the sale prior to the 

12 
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addition of the planned qena ration expansion in 2003 . 

Are there riaka that the incr-ental o;oata aay vary above 

what you have projected? 

Yea. Incremental costa could be higher or lower than 

projected. Tampa Electric is constantly striving t o reduce 

fuel coats, 

capacities. 

improve unit efficiencies and aaxiaize unit 

The effect of the .. efforts haa the potential 

to lower actual incremental coat which will increase the 

overall benefit of these aalea. 

Bevond that , should incremental coats exceed the levels 

projected, ratepayers are protect41d. Tampa Electric' a 

proposal for the treatment of the aalee credits all 

variable fuel and 801 allowance coats to the corresponding 

retail clauses. Therefore, retail customers will be no 

worse ott thara had Tampa Electric never made the sale. 

PROPOSAL IKPLBMENTATIOW 

Please describe how the proposal presented by Mr . Ra.ail 

will be implemented by Tampa Electric. 

Below is a description ot the iapl .. entation o ! the 

lJ 
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3 .Y8'1'D I•C!JtDJDI"l'AL rum. 

4 

5 The coaaiaaion haa approved the aa-available avoided 

6 qeneration enerqy rate coaputation for payinq qualifyinq 

7 facilitie• for the "increaental" qeneration coet on Taapa 

8 Electric'• ayatem. Thia factor derivQd by a co .. iaeion 

9 approved methodology would be uaed to compute the ayatea 

10 incremental fuel coat on an actual baaia. Thia hourly 

11 incremental fuel rate, adjuated for loaaee, would be 

12 multiplied by the hourly averaqe demand tor each ••1• 

13 yielding an hourly incremental fuel coat . Theae hourly 

14 incremental fuel coat£ will be au .. ed to qat the monthly 

15 incremental fuel expense aaaociated with each sale. 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Each compliance unit will be aaaigned an "adder" rate which 

ia equal to the replace.ment coat of 801 allowance• baaed on 

t.he current market. This adde r will bo on a dollar per 

megawatt hour basis on the aulfur content, heat content and 

unit heat rate for each coapliance unit. The incr .. ental 

qeneration for each compliance unit will be eatiaated a a 

part of the computation o ! the increaental fuel expenae. 

l4 
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The incr ... ntal generation tor each coepliance unit will be 

aultiplied by the so, allowance replac-ent cost adder to 

derive the t otal incr&Rental S02 allo~~nce c osta recovered 

through the Environaantal Coat R.ecovary Clauae. 

6 VUIULB OPIUtA'l'IO. 1UID DXftDai'CB 

7 

8 The as-available cogeneration enerqy rate also contains a 

9 variable operation ' aaintenance rate derived annually 

10 according t o an EPRI Technical Advisory Group aethodoloqy . 

11 The Commission approved this aethodoloqy as part of 

12 approving Tampa Electric's cogeneration tariffs. This 

13 factor would be applied by aultiplying by the megawatt 

14 hours sold tor each sale , adjus ted for losses. 

15 

16 'l'RANSMISSIOW CBAROU 

1 7 

18 

19 

20 

21 

22 

23 

24 

25 

The transmission charges associated with the sale will be 

computed per the appropriate Taapa Electric Open Access 

Transmission tari!~ i n e!!ect at the tiae o! t h e sale. 

WB'l' IIODUBL RBviDRJ'BB 

o n a monthly basis , we will start with the t otal revenues 

collected from the s ale. The aonthly increaental fuel 

1 5 
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expense will be deducted fro11 the total revenues and 

credited to the retail Fuel and Purchased Paver Coat 

Recovery Clause . Siailarly, the 802 allowance coat wlll be 

d.cSucted from the total revenues and credited to the retail 

Environmental Coat Recovery Clause. The tranaaiaaion 

charges and variable operation and aaintenance coats will 

be deducted from the total revenues and credited tn Tampa 

Electric's operating revenues. 

The remaining revenues after deducting the items listed 

above, will be shared equally between the retail 7uel and 

Purchased Power Coat Recovery Clause and Tampa Electric's 

operating revenues . Oocu11ents 6 and 7 of my exhibit 

illustrates the projected allocation of revenues of the 

sale to FMPA and the sale to Lakeland, respectively. 

How would the benefits from these sales affect the 

residential bill for a customer c~nauming 1,000 kilowatt 

hours per month for the period October, 1997 through March, 

1998 under this proposed regu l atory trea tment? 

I calculate that a customer 's bill for 1,000 kilowatt hours 

ot residential usage including true-up e f fects would be 

approximately sixty cents lover during that perJ od with 

these sales than it would have been had the sales not been 

16 
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1 mado. And, ot courae, retail cuatoaers will benetit 

2 addi tionally by the lonq term ottaet to fixed coat• that 

3 theae aalea will provide. 

4 

5 0 · 

6 

7 A. 

8 

9 

10 

ll 

12 

13 

Doea thi• conclude your teatimony? 

Yea, it does. 

17 
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1 BY MR. LONG : 

2 Q Ms . Branick, would you summar ize yvur estimony? 

3 A Yes. Good afternoon, Commissioners. The 

4 off - system sales o f capacity a nd e nergy to the City of 

5 Lakeland and Flo rida Municipa l Power Agenc y are e xpected to 

6 yield 10 million dollars of net benefits to Tampa 

7 El ectric's system and its retail c ustome r s. These net 

a benefits are equal to the revenues collected ove r and above 

9 the incremental costs incurred to ma ke these s ales . 

10 As Mr. Romil has explained, Tampa Electr i c has 

11 proposed a fair , simple and .easonable proposed treatment 

12 of costs and revenues associated with these sales wh i ch 

13 provides the company's general body of ratepayers with 

14 significant benefits. For fuel costs, Tampa Electric will 

15 use the methodology approved by t he Commission in the 

16 a ·1oided cogeneration fue l rate ca lc-•1lated on an actual 

17 hour -by - hour basis to assign the hourly incremPnLa l fuel 

18 costs f o r these sales. 

19 Fo r S02 al lowance costs, Tampa Elect1 1c wi ll 

20 compute the inc rement al increase in emission allowa nce cost 

21 based on the market r eplacement cost o f S02 al lowar~es. 

22 Fo r variable ope r ating and maint e nance costs, Tampa 

23 Electric will use the Commission - approved variable O&M 

24 p ayment rate used for the p3yment o f cogenerators t o 

25 compute actua l i nc remental O&M expense . The incremental 

C & N REPORTERS TALLAHASSEE, FLORIDA (904 )385-5501 
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1 fuei expense a nd incremental emiss1on comp l1ance e xpense 

2 will be calculated o n a rea l-time basis and c r edited to t he 

3 appropriate clauses month t o month so the c l auses a re kept 

4 neutral as to whether these off - systen sales a re made or 

5 not. 

6 Cunsistent with the economic pr inc1pl es 

7 articulated by Doctor Bohi, all o f the expec t ed incremP-ntal 

8 costs of making these s ales have been account ed f or i n the 

9 cost versus benefit analyses. These i nc r emen tal costs 

10 include costs for fuel and purchase powtL , loss of revenue 

11 associated with e conomy sales and service of interrupt ible 

12 energy, S02 emissio n compliance, vari able operat ing and 

13 maintenance expenses and p roduc tion c apacity e xpa ns1on . 

14 The estimates of incremental cost s were conducted 

15 using an industry standard production cost a~mulation model 

16 which has been in use by Tampa Electrlc and other uti lit ies 

17 throughout Florida and the United States f or o ver 1 5 

18 years. The assumpt ions used in the model are Lhe same 

19 assumptions used by Tampa Electric for all long - term range 

20 planning studies, including the studies f or Tampa 

21 Electric's 1997 ten- year sit~ plQn. 

22 The incremental fuel and S02 allowance coats we r e 

23 computed based on the c ha nges in p rojected generation , net 

24 i nterchange transactions and S02 allowance requ1rements f or 

25 t wo production simulation analyses, one with and c ne 

C & N REPORTERS TALLAHASSEE, FLORIDA (904 )385 - 5501 
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without each off-system sale. The difference in cost 

between the two a nalyses represents the system 1ncrement 1 

cost. This is the appro priate methodology f o r calculat1ng 

or capturing incremental fuel and 502 allowance expense ti. 

Tampa Electric has demonst ~ated that each of 

these sales providec overall net benef1ts to the general 

body of ratepayers . Total incremental revenues e xceed 

incremental c osts with benefits flowing thro ugh the fuel 

clause and credited to operating revenue. Thank you. 

MR. LONG: Chairman J ohnson, t he witness is 

available for cross examination. 

CHAIRMAN JOHNSON: Thank you. 

CROSS EXAMINATION 

BY MR. McWHIRTER: 

0 Mrs. Branick, Ms. Branick. 

A 

0 

Yes , sil. 

You have before you Exhibit 97 

A Yes . 

0 And you see that there are three tabs on Exh1bit 

9, and you'll see that what this exhibit is is excerpts 

from the fuel and pu rchase power cost reports that you 

filed beginning in April o f ·~6 and ending in September of 

23 '97. The third is your estimated period. And you 

24 recognize each of these documen ts, do you not? 

25 A Yes. 

C & N REPORTERS TALLAHASSEE, FLORIDA (90 4 )385 - 5501 
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1 Q I'd like, first, to address your attention t o tab 

2 1, the page that is numbered 11. On line 1 o f that, yo u 

3 have the fuel cost o f s y stem net genera t ion, and tha t 

4 numbe r is f or the cen t s per kilowatt hour , and I'm go1ng t o 

5 convert t his t o megawatt hours. I t ' s $21.09 for the 

6 generation of your plants o n the system; is that correc t ? 

7 COMMI SSIONER GARCIA: Mr. Mc Whirter, could you 

8 tell me where you are readi ng from juc~ so tha t I can 

9 f o llo w you? 

1 0 MR . Mc WHIRTER: At tab one the page r hat has 11 

11 o n the side. 

12 COMMISSIONER GARCIA: Right . 

13 MR. Mc WHIRTER: Look at line 1 under cents per 

14 kilowatt hour, t he col umn that says "Actual . " 

15 COMMISSIONER GARCIA: Got you. 

16 BY MR . Mc WHIRTER: 

17 Q Is 2 .109 c ents , but trans lated intu megawatt 

18 hours t o make it parallel to t he nt he r co lumn yo u have, lt 

19 would be $21.09 or ten cents per megawatt hou r; 1s tha t 

20 correc t ? 

Yes . 2 1 

22 

A 

Q And that's the ave r age cost t o operate the 

23 generators that are in your installed capacity; is that 

24 correct? 

25 A Yes. 

C & N REPORTERS TALLAHASSEE, FLORIDA (90 4 )385-5501 
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1 Q And that price includes fuel o nly o r fuel plus 

2 something else? 

3 

4 

5 

6 

A 

0 

A 

Q 

These are fuel costs. 

That is, the price that you pay for coal only? 

No, si r , these are fuel, tota l fuel costs. 

The question was, that's the price that you pay 

7 for coal without any coal handling or without any coal 

8 t ransportation , just the price you pay for coal? 

9 A For total fuel. Fuel is not just coal, but 

10 you're correct, that's correct. 

11 Q Well, all fuel, all right. 

12 A All fuel. 

13 Q Now is it your test imony that there is no charge 

1 4 in the fuel clause for t hose elevators that car ry the fuel 

15 up from the coal pile to the generating plant7 

16 A That 's correct. This is fue l. 

17 Q Fuel only. And there is no charge in there for 

18 the transpor tation of coal or other fuel from the point 

19 where it's mined or produced to Tampa Electrlc Company? 

20 A This is a cost of fuel received at Ta~pa 

21 Electric . 

22 And the sole cost is the price t hat you pay your 

23 coal company and other coal companies FOB the mine or the 

24 delivered price at the plant? 

25 A This io the delivered price . 

C & N REPORTERS TALLAHASSEE, FLORIDA (904lJ8S - 5501 
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1 

2 

3 

4 

Q So it does inc lude the cos t o f trans po rtat ion? 

(WITNESS REVIEWED DOCUMENT) 

'lea. A 

Q All right . No w are you famil i ar wit h Un i fo~m 

5 System of Accounts, Account Numbe r 501? 

6 A No. 

7 Q All right. Assume, subject t o check, t ha t tha t 

8 account includes the equipment that moves : he coal from the 

9 barge to the coal pi l ~ and from the coal pile to the boil e r 

10 where the fuel is burned. 

11 MR. LONG: Madam Chairman, perhaps counsel has a 

12 copy of the code of federal regu l ations where that 

13 provision appe ars. Rather than speculate , I s ubmit tha t i t 

14 would be app~opriate to have the witness l ook a t the 

15 language. 

16 MR. McWHIRTER: That would be f ine . I don't have 

17 a copy of i t, however. Do you have one you can aupply 

18 her? 

1 9 MR. LONG: No, I didn't know tha t you were 

20 interested in this. 

21 B'i MR. Mc WHIRTER: 

22 0 Well, assume this subject LO check, whi ch is 

23 something we frequently do, and if it's incorrect, I wan t 

24 you to report to the Commission that the que st ion was 

25 improper, but assume that tha t inc ludes that ele va tor, t he 
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cranes and so forth that move the coal from the barge. 

A Assume what includes that ? 

0 That Account 501 includes that. And do you know 

whe ther or not the items in that account are includPd 1n 

your cost to burn fuel? 

A Could you repeat the question . please? 

0 Do you kno w whether that price on line 1 includes 

the cost of those elevators and cranes and tractors a nd 

other devices that move the coal around the coal pile and 

i nto the boiler? 

A No, these are fuel costs. 

0 You don't know whether they include that or 

they 

A My understanding is these are Lotal fuel costs. 

0 I know that's a total fuel cost, but I'm trying 

to find out what is included in that; and do these c ranes 

and elevators, are they included in total fue~ cost? 

A I believe what you are describ ing is an O&M 

expense. 

Q And is it your testimony from your kno wledge o f 

your fuel charges to your customers that the O&M e xpense 

an~ the phy sical equipment, the investment in that 

equipment, to use -- to move the coal from the bar~e to the 

pile to the generator is not included in just fuel c harge 

to customers? 

C & N REPORTERS TALLAHASSEE, FLORIDA (904 ) 385-5501 
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A That's correct . 

Q Al l right. No w go d o wn to line 17, which 1s t he 

fuel coat of Schedule 0 j urisdictional sales ta ken from 

subsequent Sc hedule A6, and we see t h .. r e thdt. t l1e fue l cost 

that goes into these Schedule 0 sales is $13, $8 less than 

the system cost and 

MR. LONG : Madam Chairman. at the ris k of 

engaging Mr . McWhirter in another l o ng d ialogue , if he 

wants to ask the witness about t he n umber s that appea r on 

the page and a Rk her what the signi ~ .:. cance o f those numbers 

11 is, I think that that is ent i rely appro pr1ate; but 

12 Mr. McWhirter is interpreting this page f o r the Comm i ssion. 

13 I think that is entirely inappropriate. 

14 t·fR. McWHIRTER: I will try not to int erpret , and 

15 I will h o nor that o b j ectio n . 

16 BY MR. McWHIRTER: 

17 Q But by the same t o ken , the price on l ine 17 that 

18 you charge customers f o r -- o r t hat you c redit t h e fuel 

1 9 clause f o r i s $1 3 i n r ound numbers fo r e a ch kil o watt hour 

20 produc ed ; is t h a t corr ect, o r sold to t hose customers? 

21 A That's what is here, $13 f o r Sch~dule D 

22 juri»dictional. 

23 0 All right. Do you kno w the component parts of 

24 that c harge, wha t is i nclu~ed? 

2 5 A Fo r the Schedule D juri s d ictional sales? 
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Yea, ma'am. 

I couldn't be certain o f every component. 

l 

2 

3 

0 

A 

0 All right. Would it be fair to say that hat is 

4 the incremental cost, or is that some other price? 

5 A No, I believe it would be the revenues associated 

6 with those sales. 

7 0 So you think that's the revenue you recei ve . 

8 Does that ~evenue have a ny relat ionship t o the coots for 

9 total delivered coal costs and other fuel costs that are in 

10 line 1? 

11 A Repeut your question, please . 

12 0 Yes. Does that number o n line 17 have any 

13 relationship to the line (sic) on line 1? Are the costs 

14 included in that number the same as the cost~ l ncluded in 

15 line 1? 

16 A No. I don't know that they are relared. 

17 0 Okay. Well, are the same costs in~luded, or are 

18 some costs excluded? 

19 

20 

A 

0 

The same costs are not inc luded . 

I Bee. Which costs are excluded from the 

21 schedule on line 17? 

22 A As I said, line 17 wou:i.d be the revenues of t he 

23 fuel associated with those sales. 

24 0 Is the incremental cos t of those sales lll your 

2S opinion, and to your knowledge, if you kno w, grea ter o r 
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1 less than the $13 a megawatt hour? 

2 A I don't have knowledge o f these sales. 

3 0 Okay. Have yo u set u p a specific report t hat 

4 will track incremental costs that you are g o ing t0 provide 

5 t o the Commission in connection wlth t he FMPA an.; La ke land 

6 sales? 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

A 

0 

A 

A report that will trac k i n c rementa l cos ts? 

Yes, ma'am. 

We will credi t back incre mental fue l costs tha t 

are equal to the rate that we pay t he as - avo ided cogen 

payment, the same rate that is paid to that payment. 

0 My question waB is there a report that you plan 

to prepar~ that will demonstrate to the Commission and to 

interested members of the pu.blic what your hourly 

incremental costs a re or period inc remental cos t s are so 

that interested parties can examine t hat r epo r t and verify 

the fact tnat you are, in fact, c r edit ing t he fuel cla11 se 

with incremental costs? 

A The as - avoided cogen payment is calculated every 

month after the month is concluded . Wha t we pny in that 

payment is subject to review and auditing. 

0 All righ t . Let's go to Sched ule AB unde r tab 1 

and each of the subsequent ones, but we 'll look a~ Schedule 

SA. Now that is the price that you pay t o cogene r ator s; ts 

that right, and that's the price you are ta l king a bout t hat 
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l you will credit? 

2 A Yea, the energy payment made t o qual ifying 

3 facilities, that's correct . 

4 Q Okay. So on this Schedule 8 , at the bo ttom where 

5 it says total, for the 237,000 mega~att ho urs that yo u 

6 bought from these cogenerators, you paid them $15 .4 0 ? 

7 COMMISSIONER CI..ARK: Mr. McWhirter, what page a r e 

8 we supposed to be on? 

9 MR. McWHIRTER: It's the page that ~aye 29 under 

10 tab 1. 

11 COMMISS lONER CLARK: Thank you . 

12 BY MR . McWHIRTER: 

13 0 IR that correct? 

14 A This i s the rate that was paid, yes, f o r that 

15 period above. 

16 0 So in the future, if we wanted to know what 

17 incremental costs were that you're charg i ng for ~ hese 

1 8 wholesale trans actions to FMPA and Lakeland, we could 

19 derive that coat by l ooking at Schedule 8 , and whatever you 

20 pay cogeneratora is what you would charge t o FMPA and 

21 Lakeland and give the customers, t he re tail cus tomers 

22 credit for? 

23 A That's correct. These coats are ca l c ulated on 

24 the highest increment each hour, therefore, they would be 

25 the rate that would approximate the inc remental cost o f the 
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1 FMPA and Lakeland sale. 

2 0 All right. If instead o f c redi ti ng t hat 

3 incremental co st to the wholesale sales yo u cred i ted i t to 

4 the retail sa l es , would the average cost o f r eta i l sales go 

5 down or go up? 

6 A Let me ~nderstand your question . If we c redited 

7 $15.40 for a ll retail sales? 

8 0 Yes, if you said t he energy that we are c harging 

9 retail customers will i nclude our system generating coat 

10 plus the OF amount we pay and we factor that int o t he 

11 retail average cos ~ . would it bring the average do wn o r up ? 

12 A Retail customers are charged average , s ystem 

13 average f uel, and they have to -- they are c harged f o r al l 

14 the components that go into prov i ding them e nergy. The 

15 cost associated with making these sales i s an inc rement a l 

16 cost above that. 

I se~. 17 

18 

0 

A These are discretio nary sales . We c hooae to 

19 enter i nto these, and t hat ~oa t is i nc rementa l cos t whi c h 

20 is, in our approximation, the same as t he r ate we a re 

21 paying to QPs . 

22 0 All right. Ms. Branick, go to page 17. That' s 

23 Schedule A4 , and we see there the net c apability o f -- and 

24 that's on Line B we see t he ne t c apa b ili ty o f Ganno n ~ 

25 and Gannon 6 and Big Bend 2 a nd Big Bend 3 ; and 1f you add 
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1 up that megawatt capability, you' ll see t ha t lt's 14 99 

2 megawatts of c apacity that is con t a i ned in those plants. 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

and 

A 

0 

A 

0 

A 

0 

A 

0 

from 

A 

0 

Ganno n 5 and 6 and Big Bend 2 ana 3? 

Yes, ma'am. 

Column B? 

Yes . Did you come up wi t h a differe n t number? 

Yes . 

What did you come up with? 

1440. 

1440, all right. That va r i es f rom ye a r to ye ar 

period to period, doesn' t i t? 

Yes, it does. 

All right. So let's use the 144 0 numbe r . No w 

14 you have pledged first call on those plants t o FMPA and 

15 Lakeland; •.s that correct? 

16 

17 

A 

0 

That's correct. 

Would it be fair to say tha t f o r tha t 150 

18 megawatts you have a reserve margin of t he d i ff erence 

19 between 1440 anu 150, about a 900\ reserve marg in? 

20 

21 

A 

0 

I don't agree with that. 

All right. Expla i n t o me what k ind o f <e se rve 

22 margin those people have, what security the y have t hat 

23 their transactions will be consummated. 

24 A Their security is as l o ng as o ne o f these un its 

25 is up and running they will be served their e ne rgy . hnd t o 
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the extent that the unit is c apa ble of supplying the 

contract a t a capacity, they wi ll r eceive tha t capac 1 t y . 

0 If any one of them is up and running? 

A That is correct. 

0 All right . Now do you have ava1labie to you 

FIPUG E.xhibit 3? 

A I don't think I do . 

0 Would you hand that t o her, pleuse? 

(MS. KAUFMAN TENDERED TO WITNESS BRANI CK EXHIBIT 

10 3) 

11 0 Now look at the very last page of that, page 52 

12 from your annual report, and under ~ampa Electrl c you ' ll 

13 see a line that says "Net system Capability." Do you see 

14 that line? 

15 A Yes. 

16 0 And in the year 1996 you had a capabil1ty of 36 5~ 

17 megawatts? 

18 A Yes. 

1 9 0 And in t he yea r 1996 you had a peak demand of 

20 334 9 megawatts; i s that correct ? 

21 A Yes. 

22 0 All right. If Gannon -- i i Big Bend 2 or Big 

23 Bend 3 were down at the time o f peak demand o n your s ystem, 

24 you would no t be able to meet the peak demand of your 

25 customers, and I guess that' s nonf i rm, firm and who lesale 

C & N REPORTERS TALLAHASSEE, FLORIDA (90 4 ) 3 85-~501 



338 

1 customers, at that time; is that correc t, i( either o ne o f 

2 the Big Bend 2 or 3 were down? 

3 (WITNESS REVIEWED DOCUMENTS) 

4 

5 

6 

7 

8 

9 

A 

Q 

A 

Q 

A 

0 

I'm sorry, s tate your questi o n again . 

Al l right . Your system net c apability is 3650 . 

That's correct . 

And your peak demand in 1996 was 3349. 

Ye s. 

My quest i on was that if ei ther Big Bend 2 o r Big 

10 Bend 3 were down you wouldn't be abl~ to meet the demand on 

11 your system fron1 whatever customers you have, firm, nonfirm 

12 and wholesale, with your installed capability, would you? 

13 

1 4 

15 

16 

1 7 

18 

19 

20 

21 

22 

23 

2 4 

25 

A 

0 

From our installed capabilities, that ' s correct. 

That's correct. And you would have t o g o of f 

line t o buy po wer ? 

A That is correct. 

0 And the same would be true with respec t to Ganuon 

6, if it were down, you would have t o go off line to buy 

power? 

A That's correct. 

0 All r ight. Now 

A There was a n estimate made for going o tf t o 

purchase power. I mean those costs and those projections 

of costs associated with doing that are in the cost of 

these two sales. 
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17 

18 

19 

2 0 

21 

22 
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0 Okay . Good. But thee~ wholesa le c ustome r s wou la 

have a superior c laim t o the o t her p lants, a nd t o pro vide 

your retail c us t o mers with load, yo u would have t o buy 

power off your system, e i t her eme r genc y powe r o r some o ther 

kind of power? 

A For the rare occa s i o ns wilen that would ha ppen , 

that's correct . But the revenues a ssociated with t hese 

sales far exceeds t he cos t o f doing that . 

0 Al l right . We 'll get t o t ha t. 

Let's l ook at Sc hedul e 7, wh ich is page 28 u nder 

that same tab; and if you bought that powe r from Ha r dee 

Power Partners to meet your native l oad, the t o tal c os t o f 

that power, if it had o ccurred i n the mo nths o f Ap ri l 

through September '96, would be $ 34 . 45 ; is that correct? 

A That is correct . 

0 Okay . Now --

A Hardee i s a r esourc e that is utiliz~d 1n 

establishing the cost o f t hese sales . I me an it i s 

dispatched alo ng wi t h a ll of the o ther uni t s o n our s ystem. 

0 Okay . We l l, that lS the poi nt that I wa n t t o g e t 

to because you said the who l e sa l e c ustome r s wo u ld always be 

charged the highest increme ntal cost , o r the i nc remental 

23 cost, whatever i t i s . Would t he who lesale c ustome rs in 

24 that event, if o ne o f t he Ganno n plants was d o wn o r o ne of 

25 the Big Bend p l a nts we r e d o wn, would the who les a l e 
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18 

19 

20 

21 

22 

23 

2 4 
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customers be charged the $34.4 5 that it costs to serve 

them, or would they be charged the $15. 4 0 that you havP on 

Schedule A? 

A The $15.40 on Schedule A is a n average Ove r many 

months and many hours, and to the exte nt that it requ ired 

Hardee Power Station to serve FMPA o r Lakeland, the costs 

or the revenues that would be credited to the fuel cl ause 

to serve that sale would be equivalent for t hose hours tl.at 

that unit was needed to serve the FMPA and Lakeland sale. 

If it took one hour i n a month to serve FMPA and Lakeland 

with the Hardee Power Station, for that hour, the cost 

associated with that sale would be the cos t o f Hardee Powe r 

Station. 

Q In fact, anytime Hardee Power Station is runn ing , 

that charge, under your definition o f ir.cremental cost . 

would be charged to -- o r be credited to the fuel clause 

for Lakeland and FMPA, would it not? 

A If it were t he unit on the i~cremer.~; that's 

correct. 

Q Wel l, since it's purchased power and yo11r nat1ve 

load is available, why wouldn't the purchase power always 

be the price it was c harged t o the fuel clause for FMPA and 

Lakeland? 

A There are many hours in the day that FMPA -- o r 

FMPA in particular, would be served from coal unite . 
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1 Q But if Hardee is o n, then that's an inc rementa l 

2 plant. You wou ldn't have run Hardee if there wasn' t a 

3 demand for the power, right? 

4 A No, we wouldn't run Hardee -.mless there was a 

5 demand for the power, that's correct. 

6 Q So based on - - it's my understanding , and if this 

7 is not accura te, please t ell me, my understanding is that 

8 in those hours when Hardee Power is runniny, wha tever pri c e 

9 t hat Tampa Electric Co mpany pays would be charged ~r wou l d 

10 be c redited to the fuel clause for the Semi nole and 

11 Lakeland sales? 

12 A That' s not exactly correct - If Hardee is o n the 

13 increments and that's the price of that hour, that wo uld b e 

14 credited bact to these sales. If it isn't , then t he 

15 appropriate cost or the appropriate unit or tl:e appropriate 

16 purchase would be credited ba c k to the clauseo f o r these 

17 sales. 

18 Q But f o r a l l practical purposes, Schedule A i s a 

19 good proxy for that all-hour i ncremental cost? 

20 A Which Schedule A? 

21 Q I'm s o rry, Schedule AS , which is on page 29. 

22 A This is -- that is corr ect. This is tne 

23 methodology that Tampa Electric is proposing to use tn 

24 credit back to the fuel clause. 

25 Q And that's because during the off-peak hours, in 
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1 the middle of the night when a cogenerating plant is 

2 running, then that is the incremental cost. So that would 

3 be low cost and FMPA would get the benefit o f that low cost 

4 plant; is that right? 

5 A That's not exact l y correc t. 

6 Q Okay. 

7 A There are hours in this period that could be as 

a high as 80. It depends. I mean if there are purcnases 

9 be ing made and the costs are $80 or $60, t hose hourc that 

10 those costs are that high are averaged into this QF rate . 

11 I mean you have $15.40 there. That happens to be the 

12 average over that period. 

13 Q Well, my concern was from an auditing view that 

14 an interested member of the public, for your regulated 

15 power, could come to the Commission or some nther public 

16 agency 

17 MR. LONG: Chairman Cla rk, I apologize for 

18 interrupting again, but I really have to object. 

19 CHAIRMAN JOHNSON: John, it ' s a first, but that's 

20 fine. 

21 MR. LONG: I a·pologize. Mr . Mc Whirter has 

22 con tinued to testify, and I hesitate tu interrupL Lhio 

23 because I want the information to get to the Commission as 

2 4 e ff iciently as possible, but I th i nk the r ecord is going to 

25 end up being very distorted because half of what you are 
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1 going to have i s Mr . McWhirter's t es t imony. 

2 MR. Mc WHI RTER: Can I br iefly add ress tha t? That 

3 seems to be a repetitive ~ature o f the1r objection , but 

4 there is a difference between di r ect tes t imony a nd cross 

5 examination as Your Ho no r knows, and the d i ffe r ence is chat 

6 yo u have the right t o ask leading ques tions . The se lea d i ng 

7 questions would call for a yes or no ans wer, a nd imp licit 

8 in asking a leading ques tio n is making a statement of f act 

9 tsnd getting a yes or no response fro m the witness ; and t he 

10 reason behind that is that typi cally with an adve r se 

1 1 witness they are not going t o vo lunteer, with r espe c t to a 

12 narrative type question, the information yo u are look i ng 

13 for. So t o expedite t he proceedings, you a s k a ques t i o n 

14 that calls for a yes or no ans wer . I'm no t t e st i fy i ng . 

15 She is testifying. And i f wha t I have sa i d i s incorrect, 

16 then she can s a y no, and then s he c an give t he corr ect 

17 answer. But I am not testifying; it' s her testimon y, and 

18 I'm asking f o r a yes o r no a nswe r . And I th ink that is 

1 9 very simple, and it's the ba s ic component o f lead1ng 

2 0 questions, and these are leading quest ions . 

21 COMMISS I ONER KIESLING: Mr . McWh i rt~r. let me ask 

22 you a question. 

2 3 MR . Mc WHIRTER: Ye s , ma'am. 

2 4 COMMISSIONER KIESLING: If yo u a r e aski ng 

25 quest ions by stating facts that a re not i n the record thaL 
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2 proper foundation for those statements. 
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3 MR. McWHIRTER: Thank you very much, but Exhibit 

4 9 is admitted into e vidence as part of Exhibit 1. It's in 

5 the record. Her testimony is that the proxy used for 

6 incremental cost is Schedule A, and she seems to be 

7 changing the statement she made earlier; and I'm trying to 

8 figure out what the nature of that change is. 

9 COMMISSIONER KIESLING: M~' problem 

10 

11 

MR. McWH IRTER: Yes, ma'am. 

COMMISSIONER KIESLING: -- and I think it may be 

12 the same one that they have --

13 MR. McWHIRTER: Yes, ma'am. 

14 COMMISSIONER KIESLING: -- is that you i ntersperse 

15 things that are in Exhibit 9 wi th other statements of fact , 

16 or I assume they are statements of fact that are not 

17 contained in Exhibit 9 so that they all get jumbled up in a 

18 big ball by the ti1ne you do your little narra ttve befo re 

19 tha question. 

20 MR. McWHIRTER: Yes, ma'am. 

21 COMMISSIONER KIESLING : And it make s it extremely 

22 difficult to figure out whi ch of those statements are baaed 

23 on things that are already in the record, which o f them are 

2 4 based on things that are within your knowledge but not 

25 within mine; and then you, then it's all one big ball and 
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1 we can't sort it out. 

2 MR. McWHIRTER: I' 11 try to make it a smaller 

3 ball, but the way you get it into the record is you ask thf' 

4 question and let her deteniline. So if there are t oo mar.y 

5 components in my balL I apologize for that, but all I' m 

6 it's a very simple thing. I want to kno w if Schedu le SA is 

7 a good proxy for what we may see as incremental coat. . No w 

8 there's not too much in that. question. 

9 

10 

11 A 

CHAIRMAN JOHNSON: Is that you r questi o n? 

MR. McWHIRTER: Yes, ma'am . 

Schedule 8A is a good proxy for the months o f 

12 April through September. 1996. 

13 BY MR. McWHIRTER: 

14 Q All right. Let's look at Schedule 8A for the 

15 succeeding period, that's at tab 2 . 

16 COMMISSIONER DEASON: Le t. me ask a clarifying 

17 question -- I think it ' s Schedule A8; is that r1ght. ? 

18 

19 

MR. McWHIRTER: A8, yes, I'm sorry. 

COMMISSIONER UEASON: A8, okay. Is it your 

20 testimony that those exact numbers are good pro xies o f t he 

21 i ncremental cost of serving the contracts in question, or 

22 are yo u saying that the methodology used to calculate these 

23 specific numbers is the me thodol ogy yo u use in ca lculat ins 

24 the incremental cost associated with the contracts in 

25 question? 
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WITNESS BRANICK: That's the met hodology. 

COMMISSIONER DEASON: It's not the numbers ; it's 

the methodology? 

WITNESS BRANICK: That is correr. t. 

COMMISSIONER DEASON: Okay. Th ... nk you. 

BY MR. McWHIRTER: 

0 And if you apply that methodol ogy to QFs and you 

apply that same methodology to your wholesale sales , will 

you come up with substantially the same answer? 

A Yes. We are going to use thi s rate t o c redit 

back through the fu~l clause for these sales. 

0 All right. 

COMf.4ISSIONER CLARK: But then I don't 

14 understand. It sounds l~ke the answer t o Commi ssioner 

15 Deason's question should have been yes to bo t h. 

16 WITNESS BRANICK: But for whatever the actual is, 

17 for the period that we -- every month we will kno w every 

18 hour what the incremental cost, the highes t incr~menta l 

19 coat is for every hour . We take the average o f that with 

20 qualifying facilities included and then with q ualifying 

21 facilities excluded, and that incremental do llar ~er 

22 megawatt hour is what we propose -- was what we pay QFs, is 

23 what we propose t o c redit back through the fuel c lauoe . So 

24 if I was unclear, I apologize. 

25 COMMISSIONER CLARK: So not o n ly is the number a 
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1 good p r oxy -- not only is the methodology a good proxy, t he 

2 number is a good proxy? 

3 WITNESS BRANICK · That is correc t . I have an 

4 exhibit prepared that wou ld clarify ho w we plan to credit 

5 the clause. 

6 BY MR. Mc WHIRTER : 

7 Q You have an exhibit to that? 

8 A Yea. 

9 Q You finished your testimony. When is your 

10 exhibit going to come i n? 

11 A It's a clarify i ng sheet o n ho w we would calculat e I 

12 the QF payment f o r these sales. 

13 Q All right. Why don't you save t hat for redirect 

14 examination. 

15 Let' s go back to the --

16 MR. LONG: Wel l, Chairman Clark , the witness is 

17 offering to clarify a point that is obviously of Interest. 

18 If the purpose is to provide a clear and compleLe record, I 

19 would submit that it's appropriat e to look at that e xh ibi t 

20 and see if it helps to clarify this. 

21 CHAIRMAN JOHNSON: It probably would be 

22 appropriate, but we'll let you do i t on redirect. 

23 MR. Mc WHIRTER: Thank you, Madam Chai rman . 

24 BY MR. Mc WHIRTER: 

25 Q Let's go back to Schedule A4, if yo u will, and o n 
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1 Schedule A4 you' ll see the lines that pertain to Gannon 5 

2 and Gannon 6 and Big Bend 2 and Big Bend 3 , and over the 

3 period that these plants are running and for its 35 ~o lSC 

4 megawat:t:s, FMPA is getting power every hour oE the day und 

5 every day of the year, it would appear c hat the price is 

6 

7 

8 

9 

10 

11 

12 

13 

somewhere 

hour. 

A 

Q 

A 

Q 

cents. 

A 

between $1 . 98 or $19.70 and $2 0 .70 a megawatt 

I don't see those numbers. 

All right. Look in Column M. 

Yes. 

And by Gannon 5 we see that the price 1s $2.02 

I 'm sorry, I'm on page 17. 

Yes, Schedule A4. Are you still at -- are you at 

15 tab 1 or another tab? 

14 Q 

16 A I was on tab 2. 

17 Q All right. 

18 A Okay. 

19 Q Gannon 5, Column M cos t $20.70 a megawatt hour t o 

20 operate that plant on average, and it burns coal. Is t here 

21 a great change in the cost of that plant since it's a base 

22 load plant in ita operation? 

23 

24 

A 

Q 

I don't understand your question. 

Well, the fuel cost connected with Gannon 5 is 

25 the average fuel cost contained on Column M? 
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All right. Now does that cost go down to 

34 9 

3 somewhere around $13 a megawatt hour? 

4 A I wou l d say thi ~ is t he a vera ge tor September. 

5 The average will vary month to month. 

6 0 That's the average for the period, the six -month 

7 period ending in September? 

8 

9 

10 A4 

A 

0 

and see 

That's correct. 

And briefly look at those other tabs o n Sched u le 

if you see any time when the price to o perate 

11 those plants on avera ge is less than $19 a mega.,.·at t hou r ? 

12 A For Gannon 5 and 6 ? 

13 0 Yes, ma'am. 

14 A No, I don't see that. 

15 0 All right. Now that would cover an 18-month 

16 period; is that correct? 

17 

18 at? 

19 

A 

Q 

20 period? 

What pages speci f ically would you like m~ to look 

A4 at tab 1, tab 2 and tab 3, that is an 18-mon th 

21 (WITNESS REVIEWED DOCUMENTS) 

22 A A4 behi nd tab 1 and tab 2 do not show Gannon 5 or 

23 6 going below 19. 

24 

25 

Yes. Q 

A That's correct . 
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1 0 All right. Now during that period o f timt, if we 

2 look at Sc hedu le A8, you wi ll find that at no time does the 

3 price c harged, or if tr.at • s a good proxy, does the pr1 coe 

4 charged for FMPA's use of those plants go up to $19? 

5 A FMPA ia not charged the average fuel price of 

6 Gan non 5 and 6 and Big Bend 2 and 3. 

7 0 Would customers be better off if FMPA were 

a charged, or at least the fuel coats were credited with t he 

9 a verage coat of operating the p lan t that is dedicated t o 

10 FMPA? 

11 A If t he average cost were credited to the fuel 

12 clause for operating FMPA, that would be an u n fair cos t or 

13 an unfair rate t o credit. It's the i ncremental cost 

14 associated with serving FMPA a nd Lakeland that s hould be 

15 credited for that sale. 

16 0 Well, would you e xplain t o me, Ms . Branick , why 

17 it's unfair, if you are dedicating those fout pla~ts wi th 

18 first priority to FMPA, why it would -- and t h e y u se 876 0 

19 megawatt hours a year, why it would be unfair to charge 

20 FMPA the average cost for the p lant that is dedi c ated to 

21 their exclusive use to the detriment o f the load management 

22 customers and t he interruptible c us tomers. 

23 

24 

A 

0 

Are we talking about the plant or the fue l ? 

We are talking about the p l ant and the fuel 1-

25 cost t o operate the plant dedi c ated t o them. 
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4 0 But it doesn ' t pay the fue l cost attributable t o 

5 those units ? 

6 A It pays the incremental -- The price associated 

7 with the FMPA sale is based on the spot price f o r those 

8 four units. 

9 0 Right. But wh e n you credit the fuel cost -- fuP-1 

10 clause for those sales, y o u d on't use the price o f the 

11 dedicated plants, you use this inc remental price wh1ch 

1 2 turns outs t o be lower; is that cor r e ct? 

13 A We woul d use the highest i n c r ementa l c ost to 

14 serve those sales. 

1 5 COMMISSIONER CLARK : The answer to his questi o n 

16 was y es, was it not? 

17 WITNESS BRANICK: Yes . 

18 COMMISSIONER CLARK: Okay . I just ask you that 

19 because sometimes the ques tion a nd answer use different 

20 wo rds, and I'm not always sure it' s a yes o r no. I meRn 

21 I'm not sure what the answer was. 

22 CHAIRMAN JOHNSON: Mr . Mc Whirter, wh ile we are at 

23 a breaking poi nt , how much more do you have ? 

2 4 MR. Mc WHIRTER : I've got one more quest ion. 

25 ~RMAN JOHNSON : Okay. 

C & N REPORTERS TALLAHASSEE, FLORIDA (904 )3 8 5 - 5501 



1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

352 

MR. McWHIRTER: Unless the ques t ion - - the ans wer 

doesn't work out just right. 

CHAIRMAN JOHNSON : Okay. 

BY MR. McWHIRTER: 

0 Before your testimony, you plac ed in the reco r d 

the change you filed your testimony, I believe, 

originally on Apri l 19th or something . What day did yo u 

file it? 

A 

0 

A 

April 25th. 

April 21st. 

25th. 

0 25th. And then on May 23 rd, you filed some 

revised exhibits pertaining to the costs and the benef its 

attributable to these sales; is tha t correct , t he t h i ng 

that was passed out? 

A I don' t remember the exac t date. 

0 

ciate i s ? 

Up in the right-hand c orner, what does i t s ay the 

CHAIRMAN J OHNSON: Is t ha t a q ues tion? 

MR . McWHIRTER : Yes. 

A There was a revisio n fi l ed May 16t h and May 20th . 

0 All right . Between Apri l ~5th when you filed 

you r testimony and May 16th, that's a three - week per iod , 

correct? 

A Yes . 
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Q And during that period of time the net benefit 

from the FMPA sales dropped 182 thousand dollars? 

A Yes. 

Q All right . Would it be fair to say that thiR 

benefit number is a fairly volatile number if it can change 

that much in three "'eeks? 

A No. The supplemental service associated with the 

FMPA sale was not included in the initial filing, the cost 

to serve that; and upon answering int~rrogatories, that 

error was discovered, and we resubmitted the corrected 

pages. 

0 I see. So in addition to the firm 150 megawatts, 

you are selling supplemental power, and t he effect of those 

supplemental sales drives t he benefits downward, correct? 

A No . As a matter o f fact , the benefits -- there 

would be more benefits to ratepayers as we make 

supplemental sales. 

0 What is the benefit shown in your original 

testimony from the FMPA sale? 

A Nine million 182 thousand. 

Q I'm talking about the benefit to the c ustomers. 

(WITNESS REVIEWED DOCUMENTS) 

A Nine million 182 thousand. 

Q Okay. The benefit that is flowed through the 

fuel clause to the customers. 
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(WITNESS REVIEWED DOCUMENTS) 

I'm sorry, whi c h one did you want ? 

Give it to me on April 25 t h and the bene fit on 

l 

2 

3 

4 

5 

6 

7 

8 

A One million 795 thousand and then o ne million a nd 

582 thousand. 

0 And the lower number was attributable to what 

date, the l a ter date or the earlier date? 

9 A The later date, but there we~e calculation 

10 errors. Just to say that the benefits dropped t wo hundred 

11 thousand j ust because we added supplemental i s not a 

12 correct statement. 

13 0 Oh, I see. 

14 MR . McWHIRTER: I have no further quest1ons, 

15 Madam Chairman. 

16 CHAIRMAN JOHNSON: Thank you. Public rounse l . 

17 MR. HOWE: Thank you, Chairman Johnson . 

18 CROSS EXAMINATION 

19 BY MR. HOWE: 

20 0 Ms. Branick, I would like to dis tribu te a 

21 document here, and I'm afraid I'm going to have t o ask yo u 

22 to stay in with the A schedules. 

23 MR. HOWE: Let me tell you what l d id here , 

24 Commissioners. I took a copy o f the first page o f the 

25 April 1997 A Schedule, and on the second page, I j ust blew 
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2 that is j ust the first page. 

3 WITNESS BRANICK: Of t he first page ? 
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4 MR. HOWE: Ye ah, the first three columns from rhe 

5 first page. 

6 MR. HOWE: Could I have an e xh ibit number for 

7 that, please? 

8 CHAIRMAN JOHNSON: It wi l l be i de nt i fied as 

9 Exhibit 11. And the short title? 

10 MR. HOWE: S~hedule A1, month of April , 1997. 

11 CHAIRMAN JOHNSON: It will be, the ~hort title 

12 will be Schedule Al, April • 97. 

13 BY MR. HOWE: 

14 Q Ms . Branick, are you fami liar with this 

15 document? This is the company's A schedules -· this is 

16 from the company's A Schedules that were fil ed by Tampa 

17 F.lectric Company with the Commission o n Ma y 27th. 1997. 

18 A Yes. 

19 Q And if you would, please, refer t o the second 

20 page o f Exhibit 11, a nd as I desc ribed, all page 2 iR is 

21 taking the first page of Exhibit 11 and blowing up the l e f t 

22 side of it so it's a lit tle more leg i ble. And I would like 

23 to first talk about just ho w the f uel a d justment docket 

24 works, and where this will be tying into your testimo ny :'..s 

25 where you talk about how the proposal the company is ma kinq 
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1 wi l l be implemented by compo nent , and tha t appears i n your 

2 prefiled test imony , page 1 3 a nd 14 a nd so on. 

3 Woul d you agree that the approac h t he Commi ssion 

4 takes with the A Schedule and t he wa y the company f~le s it 

5 is i f we t ake l ine 5, add line 12 and sub tra c t l i ne 22, 

6 that ge t s u s to line 267 Do yo u have t hat ? Take line 5 

7 A Yes . Yes. 

8 Q add l ine 1 2 , subtract l i ne 22 , equals line 26, 

9 which is t he total fue l and net power transac t ion. I s : hat 

10 how i t works? 

11 

1 2 

A 

Q 

That's corre ct . 

Now up at the t op of t he page, line 1 , whe r e i t 

13 ref ers to fuel c o st of s ys t em ne t generation, wo~ld you 

14 agree t hat that's a weighted average i nve n tory cost? 

15 A Based o n the un i t s ? 

16 Q Yes. 

Ye s . 17 

18 

A 

Q I me a n what the company r ecovers t h roug h the fuel 

19 ad j ustment clause and what leads down to event ually become 

20 a fue l a dj ustment f act o r is a weigh t ed average inven tory 

21 cost, i s it not? 

22 A Yes . 

23 Q And so up a t t he top , t ha t wou l d necessa r ily have 

24 t o be a we i ghte d a verage inventory cost , wo u ld it not, to 

25 end up down at the bottom result ing in a fuel adjustmen t 
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2 inventory cost? 

3 A Yes . 

4 Q Okay. No w does weighted average inv e ntory 

5 of your total system i nclude transportation? 

6 A Yes . 
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7 Q Now to digress for just a mome nt, on the fuel 

8 adjustment filing we have weighted average inventory cost . 

9 Would you agr ee that that is not the wa y t hat Tampa 

10 Electr ic dispatches its units? 

11 

12 

A 

Q 

Tampa Electric-- I would agree with that . 

And how does Tampa Electric dispat c h iLs 

1 3 gener ating u nits? 

1 4 

15 

A 

Q 

Based on the incremental cost. 

And how is inc reme nta l c ost d P.termined f or 

16 dispatch purposes? 

17 A It's the i n c r emental fuel cost associated with 

18 that unit. 

19 Q And I guess what I ' m asking is ho w d = you 

20 determine incremental cost? Is i t, for e xample , the s pot 

21 price of fuel f o r t hat unit? 

22 

23 

A 

<J 

That is correct. 

It's not the price of the coal back i n tt. .. yard 

24 for the unit, is it? 

25 A That's correct. 
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1 Q And would you agree that after the company, for 

2 fuel adjustment purposes, has simulated the dispat~h of it s 

3 units kind of turns it over t o the accountant s to figure 

4 out what the weighted average inventory coat for 

5 dispatching those 1mits in an economical way wi ll be 

6 reflected in the fuel adjustment f i ling ? 

7 A Yes. 

8 Q Okay. Now we start up at the t c p wi th weighted 

9 average inventory cost. Wou ld you agree t hat t he weigh ted 

10 

11 

12 

13 

14 

15 

16 

17 

18 

1 9 

2 0 

21 

22 

23 

2~ 

25 

average inventory cost for the total system includes the 

we i ghted average inventory cost for fuel burned f o r all 

your well, let me be specific for ~JPA and Lakeland? 

A Will you say it again, please? 

Q Yes . Would you agree that the weighted average 

inventory cost for fuel burne d to provide the sales to FMPA 

a nd Lakeland are inc!uded in that top line? 

A No. 

Q Why are they not? 

A The fuel burned to provide the energy to FMPA and 

Lakeland is the spot coa l purc hases. 

Q Oh, that's the price, is it no t? But what I me~n 

is when your accountants gener ate the schedules for wha t 

you seek to recover through t he fuel clause, they use 

weighted average inventory cost for all generat ion o~t of 

all units for all sales, do they not? 
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l A That's how the a cco unLa. th«L , uuL t ne cost 

2 associated -- you asked me the cost associated with the 

3 PMPA a nd Lakeland sale? 

4 Q No, I'm aski ng you if that top line wh ich i s t he 

5 weighted average inventory cost for a :l your sa l es , the 

6 fuel cost of system net generation, inc l udes all your 

7 sales, including the sal es to FMPA and to Lakeland? 

8 A Yes. 

9 Q And it would include the weighted average fuel 

10 cost for other aales such as separated Schedul e Ds 

11 associated with Reedy Creek, would it not ? 

12 A Yes . 

13 Q And it would include the sales yo u we re tal k i ng 

14 about with Mr. Mc Whi rter sho wn on line 17 the fu el cost of 

15 ScheduleD jurisdict ional sales; isn't that correct ? 

16 A Yes. 

17 Q No w when we come down to tha t subt r action whe r e 

18 the total is o n line 22, o n lines 16, 17 , 18, 1 9 . 20 -· 

19 well. let ' s just f o r right now stay with lines l b a nd 17. 

20 17 i n particular. Would you agree that tha t line , alt ho ugh 

21 it says, "Fuel cost of Schedule 0 jurisdictional ealee ," 

22 th~t Tampa Electric does not subt r act fuel co8ts o n that 

23 line, that it instead subtracts fuel re venue s? 

24 

25 

A 

Q 

That's correct. 

So on line 1 w·e, for e xample, wi t h line seven ·-
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1 also referring to line 17 d ealing with the fuel cna t of 

2 ScheduleD jurisdictional sales. o n line 1, would you agree 

3 Tampa Electric includes the we ighted average ~nventory cost 

4 for those Schedule D jurisdictional sales, buc lt onl y 

S subtracts out the revenues received from those Schedule D 

6 j urisdictional sales in calc ulating the retail fuel cost 

7 responsibility? 

8 A Yes. 

9 Q To the extent that the revenues f or Schedule 0 

10 jurisdictional sales might be less than t he weighted 

11 average inventory cost associated with t hose s ales shown 1n 

12 line 1, would you agree that the total fuel and net power 

i3 transaction shown on line 26 picks up the differe nce? 

14 A Yes, I would agree . Those Schedu l e 0 sales were 

15 approved and entered into based o n the fact Lhar total 

16 revenues exceeded total cos ts, and the rev~nues associated 

17 with those sales exceeds any costs associated with thus~ 

18 sales. 

19 Q I'm not really disputing -· r1ght no w I'm t ry ing 

20 to establish the struc ture of this, o f the wa y t he company 

21 calculates its fuel adjustment factor, wh ich I understand 

22 is going to be impacted by ho~ the Commission a cts o n t he 

23 company's proposal in this case. Would you agree that 

24 still looking on th1s Schedu le Al that on !1ncs J O and 31, 

25 particularly line 31, the company subtracts ou t tile 
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kilowatt hour wholesale sales; is that correct? 

A Yes. 

Q Now which wholesale sales a re those? Are those 

just the full requirements associated with Sebring? 

A I believe we have several o c hers. 1-:auchula and 

Fort Meade are growing into requirement sales. 

Q Oh, I see. But it does not include the wholesale 

sales shown above on lines 16, 17, 18 and 19, does i t? 

That's correct. A 

Q Okay. Now wo uld you agree that on this Schedule 

11 Al probably -- wel l , you tell me where, but somewhere 1n 

1 2 lines 16, 17, 18 and 19, the company is inc luding its fuel 

13 cost treatment proposed for FMPA and Lakeland? 

14 A Repeat your question, please. 

15 Q Wou ld you agree that the fuel adjustment effect 

16 of the FMPA and Lakelan d sales a r e included on t hi s 

17 s~hedule Al and somewhere in lines 16, 17 or 18? And my 

18 guess would be on line 16. 

19 A Wel l, currently, tlle FMPA and Lakeland sale we 

20 are crediting the fuel revenu e s only through t:he fuel 

21 clause; so yes, somewhere on there the fuel revea ... H;s 

22 associated with the FMPA and Lakeland sale are here . 

23 

24 

Q 

A 

Okay. 

But we are proposing to go back and true up and 

25 credit back the actual cost of making those sales . 
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Q All right. So for right now for the month of 

April , which this reflects, on line 1 we've got weightea 

average i nventory cos ts of the fuel associated wi th the 

sale to FMPA; is that correct? 

A It's in there . 

Q Okay. And somewhe re, probably in line 16 , 

7 al though you don't plan to con tinue this practice , you have 

8 subtracted out the revenues received for fuel from the sale 

9 to FMPA? 

10 A Yes. 

11 Q Now i n y~ur discussion with Mr Mc Whirter, you 

12 referred to a pricing of the FMPA sale, a nd I believe you 

13 stated that was on a n incremental cost basis associated 

14 with the four w1its committed to that sale, those being Big 

15 Bend 2 and 3 and Gannon 5 and 6 ; is that -::orrect? 

1 6 

1 7 

1& 

19 

A 

Q 

A 

Q 

That's correct. 

Now that's j usr the pricing, is it not? 

That is correct. 

For fuel cost recovery purposes, that's not what 

20 you are proposing, is it not? 

21 A That is correct. 

22 Q What you're proposing is to assume that the cost 

23 o f serving FMPA is a system average fuel cost; is that 

2 4 correct? 

25 A No . 
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Q I'm sorry. A system inc r emental fuel cost? 

A The actual cost o f FMPA and Lakeland is syste m 

i ncremental cost, that's correct. Repeat your question . 

Q Okay. I guess I'm trying to tie, or learn, 

real ly, what the as I understand it . in the fuel 

d o cket, we perhaps have three or four things going o n. 

Sometimes we use we ighted average inventory cost, sometimes 

we use revenues, but the actual pricing of the sale in the 

wholesale jurisdiction, as I understand i t, use t he 

incremental fuel costs associated with the four un i ts , the 

two Big Bend and the two Gannon committed to the FMPA s a l e; 

i s that correct? 

~ For pricing, that's correct. 

Q For pricing. Now for fuel adjustme nt purposes, 

am I correct that Tampa Electric d oes not t ntend t o use, 

for the FMPA sale, weighted average inventory cost or the 

actual price; it ha s a third alterna tive? 

A Right, the actual cost associated wi th making the 

sale. 

Q All right. The a c tual cost , but no t the a ctual 

cost that is be i ng c harged to FMPA whic h is reflected i n 

the price; is that correct? 

A That is correct . 

Q All right. So has the -- so wou l d you ag=ee t ha t 

Tampa Electric is proposi ng to include in the fuel 
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1 adjustment cost recovery factor c a : c ulations a hypo the tica l 

2 cost unrelated to t he weighted average invento ry cos t shown 

3 on line l o r the price actually c ha rged t o FMPA? 

4 A I disagree that it's hypothetical. 

5 Q Well, do you agree it's not a measure o f fue l 

6 cost current ly used in the company' s cal culation o f 1t s 

7 fuel cost recovery factor? 

8 A It' s the methodology used for QF payment, s o 1t 

9 is used. 

1 0 Q I see . And where would that be reflec t ed on 

11 Schedule Al? 

12 

13 

14 

15 

16 

17 

18 

1 S 

20 

21 

22 

23 

2 4 

25 

I don't believe - - I don't know. I do n't 

believe it's on Schedule Al. 

Q Would that perhaps be though in the tota l cost o f 

purchase po~er where on line 11 you use payments t o 

qualifying facilities? 

A Yeah. That is correc t, l ine 11. 

Q Okay. So you want to use the same met hodology 

t hat is used on line 11? 

A That is correct . 

Q Okay . Would you agree that if the s ys t em 

i nc remental cost used for QFs on a verage is less than the 

weighted average inventory cost ohown o n line l f o r the 

FMPA sale that retail customers would be requ1 r ed to make 

up the d i fference just by virtue o f the way the map on the 
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schedule works? 

A No, the retail c ustomers are harm - - or paid the 

same rate they would be paid with or wi tho u t t he sa l es if 

that's the rate we credi t back. 

Q Wel l, for example, let's just use some round 

numbers not related to, you know, exac t costs. but le t 's 

assume, for example, that the weighted average i nventory 

cost for the sale to FMPA during the month of April o f :997 

that appeared in line 1 was a hundred dol l ars, all right ? 

Just assume that is th~ weighted average invento ry cos t for 

that sale included in line 1. Can we do that? 

A The cost to serve FMPA is not what you're 

describing. 

Q No, I'm just askinq -- I think we estab lished 

previously, did we not, that in line 1 the company i nc ludes 

fuel cost for all generation of all sales, who ~esale and 

retail, on a .,.,-~ighted average inventory bas: :l for fuel cost 

recovery purposea? 

A The cost assoc iated with serving FMPA a nd 

Lakeland is an i ncremental cost , not the system average 

fuel cost. 

Q I understand you're referring t o t he cost. I · m 

23 here referring to what your a ccountants i ncl ude i n their 

24 calculation. 

25 A Okay. 
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0 A weighted average inventory fuel cost that ends 

up in line 1, and FMPA's weighted average -- the weighted 

average inventory cost of the fuel used to meet the FMPA 

sale is included i n line 1, is it not ? 

A I believe so. 

Q All right. To the extent tha t the system 

incremental cost f o r any time period - - l et's assume for 

the month of Apri l, 1997 -- should come out less than the 

weighted average inventory cost included in line 1, would 

you agree that the total fuel and n~t power transactions 

shown on line 26 will increase to make up the difference? 

A No. The system average fue l for retail c ustomers 

will remain unchanged. 

Q I'm not talking about the system average fuel. 

15 I'm talking about the weighted average inventory fuel cos t 

16 included in line 1, and the question is rathe r simple, 

17 would you agree that to the extent you put i :1 a number. and 

18 it's a hypothetical -- I said assume that the number that 

19 was put in was a hundred and later you take out a lower 

20 number less than a hundred, but the math inherent in the 

21 schedule would necessarily lead to line 26 going upward to 

22 make up the difference? 

23 A Line 26 would increase under you r hypot het i cal. 

24 Q Yes. And that would then be allocated to the 

25 retail and the wholesale jurisdiction as shown on lints 30 
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l th~ough 34, would it not? 

2 A Repeat your question, please. Line 26 is a fuel 

3 cost . These are e ne rgy. 

4 Q No, I just said -- I t hink 1 can rephrac~ my 

5 question. I was asking would you agree that that total 

6 fuel cost would then be allocated 

7 

8 

A 

Q 

Yes . 

-- to jur isdictional a nd wholesale as shown o n 

9 lines 30 through 34? 

Yes. 10 

11 

A 

Q Now going bar.k, if you would, to the f~ rs t page, 

12 which is the full schedule, if we use the methodology Tampa 

13 Electric is proposing and we compare line 1 where it shows 

14 a cents per kil owatt hour charged of the t o ta l fuel cost of 

15 s y stem net generation, we see a cost o f sligh t!y o ve r t wo 

16 cents per kilowatt hour 1 is that correct, for the actual , 

17 for the month of Apr i l ? 

18 

19 

20 

21 

22 

23 

A 

Q 

A 

Q 

A 

Q 

Line 26 ? 

Line 1. 

Yes. 

Under the a ctual 2. 0061 4. 

Yea. 

Md that's the actua l cost on a cents per 

24 kilowatt hour basis of all the fuel burned by Tampa 

25 Electric o n a we ighted average invent ory basis f or its full 
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system , is it not? 

A Yes. 

Q And if we l ook at line 11 and f ollow it over to 

that same column, would this not indicate that for PMPA and 

Lakeland that Tampa Electric is propo sing to assume a cos t 

of only 1.44342 cents per kilowatt hour , a n amount less 

than is being included in line 1 as the ~t!eighted average 

inventory cos t of the fuel used to generate the electr i city 

for FMPA? 

A Yes. 

Q Ms . Branick, I just have a couple more 

questions. One --

COMMISSIONER DEASON: Mr . Howe. are yo u about to 

leave that? 

MR. HOWE: Yes, I am. 

COMMISSIONER DEASON: Okay. Because I've got 

some clarifying questions. You may have some f o llow- up 

questions. 

MR. HOWE : I would prefer t hat you not. 

COMMISSIONER DEASON: I 'm going to d o it anyway, 

Roger, you know me better than that. 

Ms. Branick, you testified earlier that line l, 

fuel cost to system net generation, includes all of the 

cost for all of the generation and that that is an average 

number; is t hat right? 
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WITNESS BRANICK: Yes. 1 

2 COMMISSIONER DEASON: Okay . So i nc l uded w1th1 n 

3 that average ~s the actual i ncremental fuel c os t used to 

4 generate the po wer that a ctually serves the t wo contrac ts 

5 i n question; i s that corre ct? 

6 MR. HOWE: Commissioner Dt uson , I' m r e luc tant t o 

7 object to a Commissioner 's question. but as yo u phrase the 

8 question, you ask the actua l coot; and I ti.ink we have 

9 established that what is i n line 1 is a we ighted average 

10 inventory cost not necessarily relat ed to e it he t t he cos t 

11 or the price charged to e ithe r PMPA o r Lake land . 

12 COMMISSIONER DEASON; Okay. Well , t o the e xt e n: 

13 tha t t he incremental cost of the fuel used t o burn -- t hat 

14 is burned t o provide service to the t wo contrac t s i n 

15 question , is i t included i n line 1 i n any way? Bec ause 

16 that is what I 'm hung up on. 

17 WITNESS BRANICK: The tot a l cost of al l o f the 

18 fuel in Tampa Electric is included in ljne 1. 

19 COMMISS I ONER DEASON: Includ ing t he fuel used to 

20 serve the two contracts in questio n ? 

21 WITNESS BRANICK : Yes . They a re spo t coa l 

22 purc hases, so t hey are f r om spot coal contracts, o r spot 

23 coal is used - - that is the type of coal used t o se rve 

24 the FMPA and Lakeland sale. no t long-term firm c or.t ract 

25 coal. 
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1 COMMISSI ONER DEASON: Okay . And it ' s yo ur 

2 testimony that the cents per k ilowatt hour amo unt s hown on 

3 line 11 i s a good representa t i on o f what that s po t coal 

4 cost would be to serve those two contrac ts ? 

5 WITNESS BRANICK: That is cor r ect. 

6 COMMISSIONER DEASON: But i t's a l so your 

7 testimony that's spot price o f coal and t hat t hat may not 

8 be the same as the weighted average i nve nto ry cos t ? 

9 WITNESS BRANICK: That is correct , y ea . 

10 COMMISSIONER ~EASON: Okay. But to the ex ten t 

11 that the coal is burned to provide service f o r those t wo 

12 contracts , that coal has to be replac ed in some manner, 

13 does it not? 

1 4 WITNESS BRANI CK: Replaced? I don't unders t a nd . 

15 COMMISSIONER DEASON: If you bu rn tne coal you've 

16 still got t o have a coal inve ntory , s o you have t o buy mo r e 

17 coal? 

18 WITNESS BRANICK: Yes. Yes , and we pu r cha se mor e 

19 spot coal to replacP. that. 

20 COMMISSIONER DEASON: And you purchase spot coal 

21 to replace it ? 

22 WITNESS BRANICK: To replace the coal f o r 

23 off - system sales; that is correc t. 

24 COMMISSIONER DEASON: So t hrough time , to the 

25 extent that you burn coal and replac e it and t he s pot price 
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1 is less , your a verage inventory cost shown on l1ne 1 would 

2 be less be cause of that transaction? 

3 WITNESS BRANICK: Yes. Based o n what yo u just 

4 said, yes. 

5 COMMISSIONER DEASON : I mean j ust d~n · t agree 

6 with me because you want to agree wit h me. I mean is that 

7 right? 

8 WITNESS BRANICK: Yes, that 's correct. 

9 COMMI SSIONER DEASON: So there ar~ benefits 

10 associated with these sales because the spot ~~i ce o f coa l 

1 1 is less than the ~verage inventory, and that when that 

12 coal ia purchased and then iR i ncluded, it will have an 

13 effect over time to red~ce the average i nventory pr1 ce 

14 lower than what it would have been otherw1se? 

15 WITNESS BRANICK: Well , let me c larify . There 

16 are f i xed coal prices and f i xed -- wel l, fixed coal amoun t s 

17 that we must purchase because o f the contract and we do, in 

18 fact, d o that; and that coal is used to ser~e 

1 9 COMMISS I ONER DEASON: And when you Ray because of 

20 the contract, because o f coal cont ract s or because o f t he 

21 c ontracts with these t wo? 

22 WITNESS BRANICK: Because of the t i xed long- Lerm 

23 coal contracts. 

2 4 

25 

COMMISSIONER DEASON: Okay. 

WITNESS BRANICK: And we purchase the r equired 
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1 amounts in those contract area? 

2 COMMISSIONER DEASON: But yo u have t o pnrc hase 

3 that regardless of whether you entered i nt o the con t r acts 

4 that are in question here? 

5 WITNESS BRANICK: Absolutely. That' s correc t. 

6 COMMISSIONER DEASON: The who lesa l e c o n t rac t s? 

7 WITNESS BRANICK: That is correct . And abo ve 

8 those fixed coal requirements, we purc hase supplemental 

9 coal or spot coal. Some of that spot coal was required 

10 even for our native load, so only spot coa l is u t ilized ro 

11 serve the FMPA and Lakeland sale. 

12 COMMISSIONER DEASON: And t o the e xte n t t hat s pot 

13 coal pric e is less than your average inventory pric e , 

14 through time those spot purchases will be c apt ured within 

15 that average inventory price? 

16 WITNESS BRANICK: They wi ll. 

17 COMMISSIONER DEASON: And t hat a verage i nve n tory 

1 8 price over time then would be l o wer t ha n i t wou ld b e 

19 otherwise had you not entered i n to the sales c o FMPA a nd t o 

20 the other one, whatever? 

21 WITNESS BRANICK: Lakeland? 

22 COMMISS IONER DEASON: Yes. I s t hat c o rrec t ? 

23 WITNESS BRANICK: Wha t we are using we a re 

2 4 replacing, I mean kind f o r k ind perhaps , a nd I would subm1t 

25 that the average fuel coe t would go unchanged as a r e a ult 
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1 of making these sales. 

2 COMMISSIONER DEASON: The average fuel cost , but 

3 you are indicating inventory coat and not what is actually 

4 flowed through che clauRe i n any given one period? 

5 WITNESS BRANICK: Ye~. 

6 COMMISSIONER DEASON: But it's also your 

7 testimony that it is unchanged -- t ha t the retail cus t omer 

8 is unaffected because you are crediting t he incremental 

9 coat in recogni zing the incremental revenue so that it is a 

10 wash? 

11 

12 

13 

WITNESS BRANICK: That is correct. 

COMMISSIONER DEASON: Okay. Have at i t, Roger. 

MR. HOWE: Thanks a lot, Commissioner Dea son. 

14 BY MR. HOWE : 

15 0 Ms. Branick, would you agree tha t 'l 'ampa ElecLri c 

16 has long-term contract coal for Gannon Units 5 a~d 6? 

17 A Yes. 

18 0 And what percentage of t he total generat1on out 

19 o f those units is met by long -term contract coal? 

20 A I don't know. 

21 0 Would you agree that it ' s a substantial 

22 percentage probably? By substantial I mean approaching 

23 sot. I mean doesn't the company have kind of a polic y ot 

24 60 to 70t under long- term contract? 

25 A Approximately , yes. 
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0 And would you agree that generall y the long-term 

contract price of coal is higher than the spot pric e, 

certainly under today's market ? 

A Yes. 

0 Ms. Branick, who, which ent1ty , FMPA o r the 

retail customers, have the cla im to the first kilowatt hour 

generated out of Gannon 5? 

A FMPA would. 

0 With reference to --

A May I clarify? FMPA would if it we r e t he o n ly 

unit running in the system. 

0 I'm sorry, I should have said that ' s wha t I was 

assuming, if that was the only unit running . With 

reference to your prefiled testimony, beginning o n page 13. 

you refer to the --

MR. HOWE: Excuse me, if I mi ght shift gears for 

17 e second. May I ask ho w long we are going to be go ing 

18 tonight? Because I want to tell Mr . Larki n what kind of 

19 travel arrangements , either get a r oom or go ahead and 

20 catch a flight. 

21 

22 have ? 

23 

CHAIRMAN JOHNSON: Sure. How much more do you 

MR. HOWE: I have about another 15 minutes. 

24 CHAI RMAN JOHNSON: And staff estimates about two 

25 hours; that would take us t o about eight. 
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1 MS. PAUGH: Chairman Johnson, if I could revise 

2 that downward. Some of our quest ions have been answered , 

3 so I think we will be roughly an hour instead, and that ' f.J 

4 probably an outside figure. 

5 

6 

7 

CHAIRMAN JOHNSON: An hour is? 

MS. PAUGH: Yea. 

CHAIRMAN JOHNSON: It's kind of up to Mr. Larkin. 

8 If he wants to wrap up tonight, we can wrap him up at 

9 least. I mean we are not going to be able to finish 

10 everybody. 

11 

12 

MR. HOWE: All right. That's fine. 

COMMISSIONER CLARK: Just so I'm clear, we are 

13 going to finishing Mr. Branick and go to Mr. Larkin? 

14 CHAIRMAN JOHNSON: And go to Mr. La rki n. Well, 

15 wait a minute. Is he next? I have him listed nex t on my 

16 handout . Yeah, he is next. 

17 MR. WILLIS: He is next. 

18 CHAIRMAN JOHNSON: He is next. So at a minimum, 

19 we will be able to get through those two. If we go a 

20 little quicker, we may be able to f i nish Wheeler also. but 

21 I don't think we will be able to finish e veryone. And 

22 s t aff, you have t wo hours for 

23 COMMISSIONER CLARK: So we bre planning at least 

24 going until eight? 

25 CHAIRMAN JOHNSON: Yeah, we are going to go at 
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1 least until eight. 

2 MS . PAUGH: For W1tnes s Branick? 

3 CHAIRMAN JOHNSON: No, for the last witness 

4 The last TECO witness on rebuttal you said you had t wo 

5 hours, didn't you? 

6 MS. PAUGH: Yes, that's correct. 

7 CHAIRMAN JOHNSON: Okay . 

8 BY MR. HOWE : 

9 0 Ms. Branick, with reference to yuur pre fil e d 

376 

10 direct test i mony, beginning on page 13 where you speak of 

11 proposal implementation, under system i ncremental fuel 

1 2 costs on page 14, lines 13 through 15, you refer to t hese 

13 hourly incrementa l fuel costs wil l be summed, but you did 

14 not say how ttey will end up in the fuel f iling. I think 

15 we•ve establ i shed that wit h the discussion o n Schedule Al, 

16 have we not? 

17 

18 

19 

20 

21 

22 

23 

24 

2 5 

Yes. A 

0 With reference t o the return, the prof1t earned 

on those portions of Big Bend 3 and 4 and Ganno n - - or I'm 

sorry, Big Bend 2 and 3 and Gannon 5 and 6 committed to the 

FMPA sale, where will Tampa Electric earn its return? That 

is not referred to here in your proposal. 

A I don't understand the question. 

0 Well, you are going to have some generati ng 

a ssets, Big Bend 2 and 3 , Ganno n 5 and 6, committed up t o 
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1 150 megawatts to meet the sale t o FMPA; and my question is, 

2 where does Tampa Electric intend t o account f o r the r eturn 

3 on those assets? 

4 A Are you talking about the revenues that we will 

5 credit above the line? 

6 0 No, I mean the profit, the return f o r 

7 stockholders that will be earned o n those assets to the 

8 extent that they are committed to the FMPA sale. 

9 A I'm not an accountant. I don't kno~ where we'l l 

10 show those. 

11 0 Well, wouldn 't you necessarily have t o address 

12 those as part of the proposal implementation, where the 

13 profit i s coming from? I mean j ust --

14 A By prof i t, what are you referring to as the 

15 profit? 

16 0 Well, I mean j ust speaking in general terms under 

17 r egulation, rates are set t o cover e xpenses , such as 

18 operating expenses, fuel and so f o rth, and wha t is -- and 

19 with enough left over t o earn a reasonable return on the 

20 assets devoted to that service. Now the company i s 

21 

22 

23 

24 

25 

currently earni ng a return in the sense that they have Big 

Bend 2 and 3 and Gannon 5 and 6 in the retail rate base . 

A Yes. 

0 Now does Tampa Elect r ic intend to make any 

adjustment to the retail rate base, o r d o they intend t o 
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1 con tinue earning a retail return on that portion of Big 

2 Bend 2 and 3 and Gannon 5 and 6 devoted t o the FMPA sales ? 

3 

4 

5 

6 

7 

8 

9 

10 

11 

1 2 

13 

14 

15 

16 

17 

18 

19 

20 

A Well, Big Bend 2 and 3 and Ga nnon 5 and 6, thos e 

portions used to make the sale will remain in the retail 

j urisdiction. 

Q And would you agree that if t hey remain in the 

retail jurisdic tion a nd if there is no separation o n your 

surveillance report, that basically t he company wil l be 

al l owed to earn a return on that portion o f Big Bend 2 and 

3 and Garmon 5 and 6 devoted to the FMPA sale t hroug h 

retail r a tes? 

A Yes. 

Q Mr. Rami l referred in some questions from 

Commissioner Clark to -- I don' t know if he meant an 

offset. I' m not trying t o put words i n his mouth, but let 

me j ust ask it this way : How has Tampa ElectrLc taken l nt o 

c~nsideration e conomy sales that it won't make because it 

has i nstead elected the higher margins associated with the 

FMPA and Lakeland sales? 

A There has been an estimate o r a proj e c ted 

21 e stimate of sales that would no t be made o n the bro ke r aa ·• 

22 result of making these sal e s. 

23 Q And have you factored t hose into yo ur cost 

2 4 benefit analyses? 

25 A We have. 
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1 Q Are they ref lected in any of the doc uments you 

2 are sponsoring? 

3 A They are part of the i ncremental fuel coats, s o 

4 they would be reflected in line 2 of Exhibit KAB - 1. 

5 document 4 . 

6 

7 

8 

Q 

A 

Q 

Document 4? 

That 's correc t. Bate stamp number 60. 

Well, then is system i nc remental fuel cost as 

9 s hown on line 60 -- you tell me - - is it higher o r lower 

10 bef o re the adjustment or before consideration o f economy 

11 sales? 

12 A This i nc remental fuel cost considers the fact 

13 t hat we will not be making economy sales, there fore, it 

14 does include the fact t hat that 80\ will not be c red i ted 

15 back through the fuel clause. 

16 Q And could you tell mo without considering the 

17 fac t that that 80\ wil l not flow back to the fuel clause, 

18 if you had not considered it, would t hat number be larger 

19 o r smaller than is s hown on --

20 A It woul d have been smaller. 

21 Q Okay. Do you know how much they are, how much 

22 included in that number? By that I mean how much 0 f the 

23 foregone sot being on economy sales? 

24 A Just over three and a half million dollars . 

25 Q All right. Thank you . Is the eot then the 
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1 amount t hat would have flown t hrough to the c us t omers 

2 through the c urrent fuel adjustment pra~tices? 

3 A That would have, yes . 

4 0 Are t he customers being a sked to give up th r e e 

5 and a half million dollar s for a guarantee of t wo mil lion ? 

6 A The c ustomers are , would realize the benef i t o f 

7 10 mi llion dollars associated with t hese sa l e s . 

8 0 And I think my question remains. I'm ~ompar ing 

9 the SOt gain on economy sale s versus the guarantee that is 

10 be ing offered by the company . Would you agree t ha t ~ hat 

11 compared is three and a half million versus two and that 

12 the two is only being offered for o ne year? 

13 A The t wo is the guarantee that Mr. Rami! o ffered. 

14 There i s the potential f o r more than two millio n do l l ars t o 

15 flow back. 

16 

17 

18 

19 

20 

21 

22 

2 3 

24 

25 

0 And the guarantee though , am I correc t , was f o r 

t wo f uel adjustments for one year? 

A That is correct. 

Q And the three and a ha l f m1llion do lla r s f o r t he 

gain o n economy sales would be an app r o xima t i o n tha t would 

be year by year; i s that correc t ? 

A Oh, no , no, t hat's a total over the f o ur - -

that' e over the entire period. 

0 Okay. Okay. 

A And again, it is an approx i mat ion , a nd 
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Mr. Ramil' s was a guarantee. 

Q But the numbers are comparable . Then the two 

milliou is related t o the term o f t he agreemen tt 

A 

Q 

That is correct. 

Okay. 

381 

MR. HOWE: I have no further quest ions. Tha~k 

7 you very much . 

8 CHAIRMAN JOHNSON: Staff. 

9 CROSS EXAMINATION 

10 BY MS. PAUGH: 

1 1 Q Ms . Branick, are you certain that t he OF 

12 methodology captures the final incremental of coa t for a ll 

13 generation? 

14 A It dc es just prio r t o economy sales. 

15 Q Tha~k you. We would like to distribute a graph 

16 and ask a few questions on cross from t hat graph r elated Lo 

17 your QF methodology. 

18 CHAIRMAN JOHNSON: We 'll mark th i s DB ExhibiL 12 

19 for identificatio n purposes . 

20 MS. PAUGH: Thank you. 

21 CHAIRMAN JOHNSON: Ana short title l t "Dispatch 

22 cost cu.rve. " 

23 BY MS. PAUGH: 

24 Q This exhibit is a hypothetical. The pu rpose o f 

25 t his series of questions is to glean some unde r stand1ng of 
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1 your OF methodology. Do you determine the QP as-available 

2 energy rate with the FMPA and Lakeland sales i nc luded o r 

3 removed from the dispatch cost? 

4 

5 

A 

0 

I'm s orry, say that again. 

Do you determine the QF as-available energy rate 

6 wi th the FMPA and Lakeland sales included o r remo ved in the 

7 dispatch cost? 

8 

9 

1 0 

11 

A 

0 

A 

Q 

I don 't see you asking a question . 

The a nswer would be inc luded o r removed. 

Oh . Oh , I'm sor ry. And say it again, please. 

Are FMPA and Lakeland i ncluded o r remo ved in t he 

12 dispatch cos t? 

13 

14 

A 

Q 

Of what? 

This iE in terms of your calculation of you r QF 

15 me thodology. 

16 A Okay . The FMPA and Lakeland sale are i ncluded. 

1 7 Would you like me t o explain how that would happe1.? 

18 

19 

Q 

A 

Cer tain l y. 

The FMPA and La keland sale on your graph that you 

20 have given me would be t he lase two increments o r 

21 megawatt -- or blocks size served o n this g r aph, 

22 there fore, it woul d be t he highest cost or the cost o n the 

23 incr emert; and that would be the rate .. hat would be 

24 c r edited back through the fuel clause . 

25 Q What is the c urrent size o f your QF contracts? 
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1 

2 

A 

Q 

8 to 15 megawatts. That's as -avai l able cogen. 

Is that expected is that number expected to be 

3 the same in tbe fut ure? 

4 A No, I' m eure we have it expected to grow 

5 somewhat. I don't know exactly what. 

6 Q With reference to TECO' s dispatch, I would like 

7 to walk you through a hypothetical, that whic h we have just 

8 handed you . The illustration shows that there is 100 

9 megawatt of retail load, 10 megawatts of QF purchases and 

10 20 megawatts of wholesale sales. Would yo u agr ee that TECO 

11 would dispatch in the following manner: You would dispatch 

12 to 90 megawatts and use the 10 megawatt s of QF pc we r t o 

13 meet the requirements of your retail load o f 100 megawa tts? 

14 To meet the wholesale load of 20 megawatts, you would 

15 dispatch the system from 90 megawatts up to 110 meg awatts? 

16 A No. 

17 Q Would you please expl ain that answer? 

18 A Yes. I would say that the 1 00 megawatts o f the 

19 retail load are dispatched. The 20 megawatts of the s ale 

20 are dispatched, and then the QF 10- megawat t decrement woul d 

21 be utilized or would be evaluated to determine the cost 

22 after dispatching the sale -- I mean the retail load in the 

23 sale. 

24 Q How would TECO a ccount for any cost d if f erence if 

25 the size of the wholesale sales is differe n t than t he OF 
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block size? 1 

2 

3 

4 

5 

A Well, the way it's cur rently done, the block size 

for the QF i s smaller than the sale, but because t hat bloc k 

s i ze is evaluate d at the top of the block o f the s ale, 

Tampa Electric would actually be c redit .... 1g bac k the highes t 

6 dollar per megawatt hour to the fuel claus e and, in fact, 

7 it would be a very conservative estimate to this because 

8 the retail customers would be getting back t hrough the f ue l 

9 c lause a rate higher than the actual cost associated with 

10 the FMPA and Lakeland sale. 

11 Q Staff would r equest a late- filed exhibi t 

12 demonstrating that answer if possible. 

13 A I have an exhibit demonstrating that a ns wer with 

14 me. 

15 Q 

16 

17 

A 

18 PARTIES) . 

Could you produce that, please? 

Yes. 

(DOCUMENT TENDERED TO THE COMMI SSION AND THE 

19 MR. LONG: Chairman Johnson, the exhibit t hat has 

20 just been handed out, may we have it marked f o r purposes of 

21 identification? 

22 CHAIRMAN JOHNSON: Yeah, we'l l mark it a s Exhibit 

23 13 and cal l it "Avoided cogen f ue l c~st compu t eo a t FMPA 

24 and LKD increment." 

25 MR . LONG : Thank you . 
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3 85 

A Would you like me t o go through my exhibit? 

0 Would you please explain your exhibit? 

A Yes. This is a demonstration o f how Tampa 

Electric currently calculates the OF rate. If you imagine 

for a moment that the FMPA and Lakeland sale are not the re, 

the OF rate is calculated after retail load and existing 

firm wholesale sales . I t's the very top block o f that firm 

who lesale sale. Tampa Electric will run its system without 

the benefit of OPs and establish a fuel coat, then Tampa 

Electric will rerun a model with the benefit of the OF. and 

that would be something less. That difference in dol lar 

per megawat t hour fuel cost is what is paid ba c k to t he 

qualifying facilities. 

Now when we add in the FMPA and Lakeland sale, 

that moveb up the point at which we calculate the paywent 

that we make to OFs. And by virtue of the fac t that it is 

smaller than the FMPA and Lakeland block s i ze , we would 

actually be crediting back through the fuel c l ause for the 

FMPA and Lakeland sale a dollar per megawatt hou r a t h i gher 

than the actual amount associated with the FMPA a nd 

Lakeland sale . So to that, I would say that the retai l 

ratepayers are actually benefiting from this methodo l ogy. 

0 Ms. Branick, have you done any calculations to 

determine whether by using the OF rate the proje c ted 

incremental fuel cost from the FMPA and Lakelllnd sales 
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1 fairly represent the cost incurred over the life o f the 

2 contracts? 

3 A What I have done is based on historical QF rates 

4 and the rates that we have pro j ected or the coats we have 

5 projected for the FMPA and Lakeland sale, I would say we 

'5 have projected them higher than they actually will be. 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q Would it be possible or have you run any 

calculations using actual numbers f o r, say, last month that 

would answer this question, calculations to d etErmine? 

A No, I haven't. 

Q Would it be possible for you to do that and fi l e 

it as a late- filed ex.hibit with consent of your counsel? 

A Let me understand. You want me to use the OF 

payment methodology for last month, what that rate would 

actually have been to serve the FMPA and the La ke land sale? 

Q We are just concerned if t hat rate f airly 

represents the cost incurred, yes, and a one - month example 

will go a long way to our understanding. 

A Okay. But by definition it would, in fac t, be 

t he cost incurred because these two sales are the los t 

megawatt hours served on the system each hour, or that's 

where we put them; so the highest cost each hour on our 

system is what we would credit back t o these sales. 

Q What we are looking for is a comparison with yo11 r 

pro-mod projections. 
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1 Okay, I c an do that . 

2 MS. PAUGH: Wil l counsel agre e to t he late - filed? 

3 MR . LONG: I have no obj ect ion. 

4 MS. PAUGH: Thank yo~. 

5 CHAIRMAN JOHNS'ON: We' 11 identify that as 1 4. 

6 And what is a short title? 

7 MS. PAUGH : Fuel cost comparisons. 

8 

9 

10 

11 

1 2 

13 

1 4 

15 

16 

17 

18 

1 9 

20 

21 

22 

23 

24 

25 

CHAIRMAN JOHNSON: Fuel cost comparisons. Okay. 

MS. PAUGH: Thank you. 

BY MS. PAUGH: 

Q What fuel type, contract or spot, does the QF 

methodology use in order to determine the as -available 

rate I' 

A It would use the spot prices. 

Q Would you agree that historically spo t cual 

prices have been cheaper than long - term contract coal? 

A I'm not aware. I don't know the histo rica l trend 

o f spot price coal. 

Q Ms. Branick, we are about t o provide you wit h an 

interrogatory response. 

A Could you tell me what interrogatory 1t is? I 

may have it. 

Q It waa Interrogato r y Number 20. I apologi ze, we 

thought we had all the copies made . 

A I have it. 
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2 

3 

4 

5 

6 

7 

8 

0 If we can just provide you with a copr o f the 

response, perhaps that wil l be sufficient - - or did you say 

you had it? 

A I said I have it. 

Q Oh, excellent. Thank you. On page 2 o f 3 , it 

appears on this page that one out of 24 contract p1 i ces 

were lower than spot . The highest differences appeared to 

be in July of 1994 . Did I say cont ract was lower than 

9 spot? 

10 A Yes, you did. 

11 Q I meant to say s pot was -- The r everse . I 

12 think the hour ie late . 

13 A I would agree that spot coal prices on a 

14 historical basis are lower than contract. 

15 Q Okay. Thank you. With reference to T2CO's 

16 dispatch I'm sorry, according to your testimony, on 

17 pages 4 and 5, both the FMPA and Lakeland sales are f irm 

18 sales. What is the priority of these sales? 

19 A The FMPA sale will be served as long as one o f 

20 the f our units assigned t o that sale is avai l able and 

21 capable of providing that power . The Lakeland sale has the 

22 same priority as Tampa Electric 's native load. 

23 Q Thank you. Given the firmness c f these salea, 

2 4 isn 't it appropriate to purchase at least some cont r a c t 

25 coal in order to ensure reliability? 
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1 A No , contract coal is purchased f or native load 

2 only. 

3 Q I understand that you wi ll still have t o supply 

4 these sales even if spot coal i s unavailable. Doesn' t that 

5 mean that retail customers will be affected a t the same 

6 time as PMPA and Lakeland if spot coal is no t available for 

7 production? And by affected, I'm referring to perhaps 

a rolling outages or a monetary ef fect. 

9 A You said if spot coal were not available. If 

10 spot coal were not available, we would no t even be able to 

11 serve all of our native load from coal because we don't 

12 our fixed contracts alone are not our ent i r e narive load 

13 requirement. We have spot purchases to serve native l oad 

14 as well. 

15 Q I understand that. But if spot coa l l S not 

16 available, will that not have a ripple effect not only a s 

17 to the contracts but as to your r etail custome r s? 

18 A If spot coal were no t avai lable, it would have 

19 many effects, yes. 

20 Q Thank you. 

21 COMMISSIONER DEASON: Let me ask a question about 

22 that. What is the likelihood of spot coal not be i ng 

23 available? 

24 WITNESS BRANICK: Very , very unlikely. 

25 COMMISSIONER DEASON: Isn 't the real issue the 
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1 price at which you woul d have to pay to get spot coal? 

2 WITNESS BRANICK: It may be. 

3 COMMISSIONER DEASON: Well, do yo u th i nk that is 

4 an issue, is the price you would have to pay f o r spot coal? 

5 WITNESS BRANICK: No , I think spot c oal -- we 

6 have some contracts for spot coal which extend more than 

7 just the next month or -- They are for l onger periods. 

8 We --

9 COMMISS IONER DEASON: Your cost benefi t analysis 

10 is baaed upon an assumption on what you pdy for spot coal? 

11 WITNESS BRANICK: It is, and that spot coal wi ll 

12 be available through the term of these sales. 

13 COMMISSIONER DEASON: Nr w what if your in your 

14 cost benefit analysis, wha t if the price of spot coal 

15 proves to be inaccurate and that in reality in the future 

16 spot price of coal goes upward and i t causes your cost 

17 benefit analysis to no longer be cost beneficial , is the 

18 result that the customers will get at least a 

19 t wo-million-dollar benefit, the guarantee which Mr. Ramil 

20 testified to earlier? 

21 WITNESS BRANICK: That is correct , and that the 

22 fuel clause would be unaffected. We would credit back 

23 revenues equal to the i ncremental fuel cost assoc iated with 

24 making this sale. 

25 COMMISSIONER DEASON: And t hat's a risk o n the 

C & N REPORTERS TALLAHASSEE, FLORIDA (904 )385 - 5501 



391 

1 stock.holders; is that correct? 

2 WITNESS BRANICK: That is correct. 

3 COMMISSIONER DEASON: But now isn't the customer 

4 at risk for losing the 3.5 million which you've proje~L~d 

5 would be the benefit of the 80\ share of the broker sales? 

6 WITNESS BRANICK: Those sales would not be made; 

7 that is correct . 

8 COMMISSIONER DEASON: But then the question comes 

9 up, would those broker sales be made if the spot price of 

10 coal had gone up to the extent that your price benefit 

11 analysis 

12 

13 

H 

15 

16 

17 

18 

19 

20 

21 

22 

WITNESS BRANICK: That is a good question, yes. 

BY MS . PAUGH: 

Q Ms. Branick, on page 14 of your testin . ..,ny you 

indicate that TECO will determine the S02 allowar.~e cost of 

making the FMPA and Lakeland sales based on the replacement 

cost of S02 allowances according to the current market. 

A That ' s correct. 

Q How will TECO determine the current market cost 

of S02 allowances? 

A S02 allowance costs are publ1shed on bro ker 

systems daily. They are traded, or they're They are 

23 traded. There are publications that list what the actual 

24 prices are and what they are projected to be, numerous 

25 publications; so the, I think right now they are at about 
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1 $95, so we would know what the cost o f the 902 allowances 

2 were. 

3 Q When will the purchases o f allowances be made for 

4 these sales? In other words, will TECO purchase enough to 

5 o ffset the next month's emissions, o r wil l the allowances 

6 be trued up on an annual basis? 

7 A The allowances wi l l be trued up month t o month 

8 through the environmental cost recove ry clause, the 

9 al l owance costs associated with making these sales. 

10 Q 

11 month? 

12 A 

13 Q 

14 A 

15 Q 

Are those trued up every six months o r every 

~ve-ry six months. 

Thank you. 

Sorry. 

Ms. Branick, how are the revenues from the FMPA 

16 sale current ly being accounted for in TECO's fuel capacity 

17 e nvi r onmental clauses and TECC's rate base? 

18 A The fuel revenues associated with the FMPA and 

19 Lakeland sale are credi ted through the retail fuel cla use, 

20 ad j usted for AR sales; and the remaining revenues are 

2 1 c r edited above the line to operating revenue. 

22 

23 

24 

25 

Q How are the revenues fro m the Lakeland sale 

current ly being accounted f o r in TECO ' u fuel c 8pac i t y, 

environmental clauses and TECO 's r ate base? 

A In the same way as the PMPA sale. 
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1 0 Has t he commission approved t hese treatmen~s in 

2 the paat? 

3 A I don't know that they have approved these types 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

::.a 

of treatment s . We are doing this in lieu of not knowing 

how we will ultimately credit the revenues associated wi th 

these sales. 

Q Isn't it correct that any revenues from the 

wholesale sales that are retained on the retail side are 

always c redited to recovery clauses? 

A I'm sorry, s ay that again. 

0 Revenues from wholesale sales that are retained 

o n the retail side are always credited to r ecovery c lauses? 

A And in specific, what type of wholesale sales? 

Q Other wholesale sales t hat TECO has . 

A Well, we have various types of sales . They a r e 

credited, you know, through the f uel clause, tl1at • s 

correct. 

COMMISS IONER CLARK: Would it be correct to say 

19 that those sales that aren' t separated, that those revenues 

20 go to cost recovery clauses? 

21 WITNESS BRANICK: For example, ,J-type sales are 

22 c redi ted bac k, that's correct. 

23 COMMISSIONER CLARK: I guess what I' rn trying t o 

2 4 understand is are all those wholesale sales except thooe 

25 t hat are eeparated run back through a cost recovery c lause? 
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1 WITNESS BRANICK: I can speak LO the J sales. 1 

2 would j ust ha ve to - -

3 COMMISS IONER CLARK: And you do n ' t know about the 

4 o thers? 

5 

6 

7 

a 

9 

10 

11 

12 

J3 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

2 5 

WITNESS BRANICK: I can't say for certa in. 

BY MS. PAUGH: 

0 I would like to d i s cuss the transmission 

implications of t hese sales f or a few minutes . Please 

refer to stamped page 39 o f your direct testirnuny. I 

bel ieve that under section 3 o f that page it is shown the 

transmission arrangement f or the Lakeland sale; is t hat 

correct? 

A One moment, please . Did you say page 29? 

0 39. 

A And thut's Bate stamp 397 

0 Yes . 

A Okay . Repeat your question, please. 

0 Can you please explain TECO's transmiss ion 

service agreement with Lakeland for this sale? 

A Yes . Tampa Electric will serve as t he 

transmission customer in t his sale and will c haxge itself 

the transmission and ancillary service rate from ito 

t ariff , a nd those c harges a r e on page 4 0 at the top . 

0 

A 

Is this a firm or nonf irm transmission agreemenL? 

This is a nonfirm point-to- point transm) ssion 
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1 service with ancillary s e rvic es. 

2 Q Why does this contract pro v i de f o r nonfirm 

3 transmission eve n though it's a firm sale? 

4 A It's the transmi ss i on service s elec ted by t he 

5 wholesale customer. 

6 Q In other words, Lakeland reque ste d 1t ? 

7 A That is corre ct. 

8 COMMISSIONER CLARK: Why i s tha t fai r? I gue ss 

9 it seems to me if you are del i vering f irm c apac i t y, why 

10 aren't you -- I mean if you have t o de l iver it yo u ne ed 

11 firm transmission. Why is it all right fo r t he m to take 

12 nonfirm transmission? 

13 WITNESS BRANICK: As per FERC t hey a r e al l o wed to 

1 4 c hoose the transmission service that they wan t , and it' s 

15 their risk. I mean they would evaluate the r isk 

16 associated with c hoos i ng firm o r nonfirm; and i n t h is 

17 particular case, I woul d assume that they t ho ught t he r isk 

18 was very, very low, that the re would no t be capacity at the 

19 interface for us to deliver t h i s po wer. 

20 COMMISSIONER CLARK: So you're saying Lha l under 

21 the contract th•t if you need But you're not goi ng to 

22 need that transmission line for firm capaci ty. 

23 WITNESS BRANICK: The r e is capacity in e xcess o n 

24 the transmission system, so the risk of them no t beiPg 

25 served is very, very low. Lakela nd did ha ve Let me 
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1 just clarify. At one point, there was an hourly fi rm rate, 

2 and that was the initial selection o f Lakeland. And during 

3 the time of negotiating this sale , the FERC had eliminated 

4 the firm hourly rate, and the only thing rema in i ng was the 

5 nonfirm rate that was in the same price range. and the 

6 price had already been set for L~keland on this sal e , so 

7 they made the decision to continue the sale at 

8 approximately the same rate with nonfirm transmission 

9 service. 

10 COMMISSIONER CLARK: What t ransmission do you 

11 c harge Fort Meade and Wauchula? Do they get f irm o r 

1 2 nonfirm transmission? 

13 WITNESS BRANICK: Firm, and it woul d be based on 

14 our tariff. 

15 BY MS. PAUGH: 

16 0 Ms. Branick, do you agr ee with Lakel and's 

17 conclusion that there will be adequate transmission 

18 capability for the entire length of the Lakeland sale? 

19 A I do. 

20 0 Under this arrangement then, isn't Lake land a 

21 free rider banking on the surplus transmission capaci ty to 

22 avoid interruption and thereby getting f irm transmission 

23 capability at nonfirm rates? 

2 4 A Any customer on the system could c hoose to want 

25 to wheel across Tampa Electric's system at whatever rates 
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1 or whatever level of service they c hoose , and t hey would 

2 pay the rate applicable wi th that, a nd t he n t he y assume 

3 that risk, s o I'm sorry, I d i dn 't answer your quest i on 

4 yes or no, so please ask it again. 

5 Q Under this arrangement, i sn't Lakela nd a free 

6 rider banking on the surplus transmiss ion c apacity t o a void 

7 interruption and thereby getting firm t r ans mission 

8 capability at nonfirm rates? 

9 A I woul d not agree that they are a f r e e r i der. 

1 0 They are paying for a oervice that they are r ece 1ving. 

11 Q Are they paying f or all of the s e rv i c e tha t the y 

receive? 

A They are indeed. 

COMM! SSIONER DEASON: Let me ask you t his 

12 

13 

14 

15 question. What if you sign up another wholesale customer 

16 and they choose firm, then that lessens ~he re liabili t y 

17 that Lakeland has chosen? 

18 WITNESS BRANICK: I t does, ye s . 

19 COMMISSIONER CLARK: Wel l , le t me ask a question 

20 about that . How is that affected by your commitment in 

21 t e rms of the gene ration? If you commi t t o t hat second 

22 wholesale buyer that t he y wil l be s e rved af te r FM PA or 

23 Lakeland i n terms o f generation , ther. in e f fec t t hat firm 

24 transmission they paid for wi l l no t displace t he nonfirm? 

2 5 WITNESS BRANICK: Are you t a lk ing about La keland 
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1 in particular? 

2 COMMISSIONER CLARK: If you sign up ano ther 

3 wholes~le customer --

4 

5 

WITNESS BRANICK: Yes. 

COMMISSIONER CLARK: and the commitment to 

6 them in terms of generating is after you s erve either 

7 Lakeland or PMPA, then the fact that they have firm 

8 transmission doesn't help them because they're not going t o 

9 be served? 

10 WITNESS BRANICK: No, I disag~ee. If we have 

11 ten megawatts to serve to Lakeland and we sign another ten 

12 megawatt eale ~nd Lakeland has nonfirm transmissjon, the 

13 new sale has firm transmission , t he new sale -- and the 

14 constraint is on transmission and not capacity, the new 

15 sale would be ~erved. 

16 COMMISSIONER CLARK: All right. Assume the 

17 constraint is on capacity. If in terms of capacity that 

18 FMPA and Lakeland have a priority over the next wholesale 

19 customer, then is there an issue on the transmission line? 

20 WITNESS BRANICK: Lakeland would have priority 

21 over the next sale, so we would serve at capacity. 

22 COMMISSIONER CLARK: And since you d~dn ' t have 

23 the capacity to serve the next wholes~le customer, there is 

24 no issue of firm transmission , the transmissio n line, 

25 capacity will be there because you have no obligation ~ o 
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1 serve that firm customer because you Jon't !.dve the 

2 generation? 

)99 

3 WITNESS BRANICK: I'm sorry, bu t I'm confused by 

4 your question. 

5 COMMISS I ONER CLARK: I guess what I'm suggesting 

6 is to the extent the next wholesale c u stome r 's claim to 

7 generation comes after Lakeland or FMPA. if you don't have 

8 the generation to serve them, you d on' t have to serve them; 

9 is that right? 

10 WITNESS BRANICK: It would depend on the sale, I 

11 mean the terms of that sale. 

12 COMMISSIONER CLARK: Well. I asked yo u to assume 

13 that their claim came after, their right to generation is 

1 4 after those t wo sales. 

15 WITNESS BRANICK: Oka y. And something happens on 

16 our system and we don't have the ten megawatts t o serve 

17 them? 

18 COMMI SSIONER CLARK: Right. 

19 WITNESS BRANICK: Okay . 

20 COMMISSIONER CLARK : So the fact that they have 

21 firm transmission won't bump the non firm transmission o f 

22 FMPA and Lakeland? 

23 WITNESS BRANICK: I would oay, no, it wouldn 't, 

24 because we don' t have the capacity to serve them. 

25 t herefore, we would not serve them. 
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COMMISSIONER CLARK: Okay. 

COMMISSIONER DEASON: The constrain t o n t he 

3 transmi~sion, that is not t riggered unless you have t he 

400 

4 capacity to serve , so you don't e ven a r gue faced witn t he 

5 question unl ess there i s capacity, righ t ? 

6 WITNESS BRANICK: That's correc t. I mean if we 

7 don't have the ten megawatts to serve, then the sa l e won ' t 

8 get made. 

9 COMMISSIONER CLARK: Well, I 'm just s uggesting 

10 that e ven if you make the next sale , the nonfirm nature of 

11 their t ransmission doesn't appear to be at risk. I could 

12 be wrong. I assume that you kno w a lot mo r e about t hi s 

1 3 than I do. 

14 BY MS. PAUGH : 

15 Q Ms . Brani c k, in your deposi tion you stated t hat 

16 ther e is a pproximately 30 c e nt s pe r megawatt hour 

17 difference between firm and nonf irm transmission. I s t h is 

18 stil l your test imony? 

19 A What I'm going to d o is g ive you the actual 

2 0 differenc e. I didn't ha ve the tariff with me that day . 

21 (WITNESS REVIEWED DOCUMENTS ) 

2 2 CHAIRMAN JOHNSON: Wh ile she is looking t hat 

23 information up, ho w much more do yo u have? And th i s is 

24 just for purposes of giving the court reporter a break . 

25 MS . PAUGH: 10 or 15 mi nutes . 
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CHAIRMAN JOHNSON: All right . We 'll cont i nue. 

It is my testimony. 

Thank you. 

A I'm sorry, excuse me, the difference betwee n the 

firm and the nonfirm lS 29 cents, just for t he record. 

Q Thank you. Did Tampa Electric Company have to 

upgrade or improve any transmission facilities to provide 

t he service to FMPA and Lakeland? 

A No. 

0 Is the cost of existing t ransmission fac ilities 

being suppo r ted by TECO's existing base rates? 

A It is . 

Q Ho w? 

A At the last time that rates were calculated for 

transmission, the total transmission system was inc l uded 1n 

an average cost, or a r a te for that system was ~stablished. 

0 And TECO propos es to c redit its operatin~ 

revenues with transmiss ion revenues as documents 6 and 7 of 

your exhibits to your testimony indicate; is that correct ? 

A That is correct, to keep 1n l ine with how they've 

traditionally been treated. 

Q Will crediting transmission revenues t o TECO's 

oper a t ing revenues reduce current rated? 

A Potentially at the next rate proceeding it will. 

Q How likely is another rate proceeding? 
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2 Q 

3 of the 

4 A 

5 clause? 

6 Q 

7 A 

8 Q 

4 02 

I don' t know . 

Would credi t ing transmission revenues through one 

clauses reduce TECO's ratepayers' total rates today ? 

Crediting transmission revenues throug h a 

Yes. 

It would. 

And that reduction wou ld be dollar for dollar, 

9 woul d it not? 

10 

11 

A 

Q 

Yes. Spread over the retail customers , yea. 

In other words, that would be an immediate 

12 benefit to the ratepayere a~ opposed to the projected 

13 benefit of the possibility of less likelihood of a ra t e 

14 case; is that correct? 

15 

16 

17 

A 

Q 

Yes. If it were passed through a clause. yes. 

Thank you . 

COMMISSIONER CLARK: Ms. Branick, can I ask yo u a 

18 ~test ion? When you make sales to wholesale customers, you 

19 can't tell them what transmission service to take, can you ? 

20 

21 

WITNESS BRANI CK: No, they have a choice. 

COMMISSIONER CLARK: You can't say to them, 

22 because you have, are taking firm capacity, you also have 

23 to take firm transmission? 

24 

25 

WITNESS BRANICK: No. 

COMMISSIONER CLARK: Okay. Is that under FERC 
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1 order 888? 

2 WITNESS BRANICK: I believe so, yes. 

3 BY MS . PAUGH: 

4 Q All right. Staff would like t o dis tribute an 

5 exhibit, please. The next series o f questions wi ll deal 

6 with the reserve margin for Tampa Electric Company. 

7 (DOCUMENT TENDERED TO WITNESS BRANICK, 

8 COMMISSIONERS AND PARTIES ) . 

9 MS. PAUGH: We would request that this e xh i bit be 

10 marked. 

11 CHAIRMAN .JOHNSON : It will be i d ent.lf ied as 

12 Exhibit 15. And the short title wi ll be ? 

13 MS. PAUGH : Reserve margin i n format i on. 

14 CHAIRMAN J OHNSON : Reserve margin i n formation. 

15 BY MS. PAUGH: 

16 Q Ms . Branick, would you please identi f y the 

17 documents c ontained in the e xhi b it marked numbe r 15? 

18 A The first sheet i s page 4 -6 schedule 7.2, table 

19 4 - 2 . I presume from -- o kay, Tampa Electrlc'c te~· year 

20 site plan , 1997 ten - year site plan. The next page is Bate 

21 stamp number 5 which is an answe r to an interrogatory from 

22 staff 's second set, Inte rrogato ry Number 12. The nex t 

23 page, Bate stamp numbe r 6, is an answer to quest ion 13 in 

24 the staff 's second se t of in terrogato ries. And the last 

25 page is p age 3 of 3 from a Late - filed Deposit .1on Ex~ibit 
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Number 5 from my deposition. 

Q Thank you. Did you i nclude e xpansio n costs 1n 

your calculations of net benefits for either the PMPA o r 

Lakeland sales as a re~ul t of your projected 2000 to 2001 

r eserve margin as shown on Late-filed Exhibit Number 5 in 

this package? 

A And your question was did we include expansion 

costs? 

Q In your calculations of net benefits fo r either 

the FMPA or Lakeland contracts, yes, that is my questi on. 

A We did, indeed, and there were no expansion 

12 costs. For the Lakeland sale we were a bit conae~at ive 

13 though and did include some costs only to the -- only to 

14 not overstate any bene fits o r just to be conservative with 

15 the benefits assoc iated with Lakeland, but there a r e no 

16 expansion coats assoc1ated with e i ther o f t~ese sales. 

17 Q 

18 sales? 

19 A 

20 Q 

There are no expansion costs associated w!th the 

That is correct. 

I would like to refer you to the year 2000 to 

21 2001 on Late-filed Exhibit Numbe r 5 unde r the firm wi nter 

22 reserve. 

23 

24 

25 

A 

Q 

A 

And you said 2000? 

2000 t o 2001. 

The reserve? 
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1 0 Firm winter reserve before the Lakeland sale is 

2 what percentage? 

3 A 17\. 

4 Q And the firm winter reserve after L~ .e sale is 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

what percentage? 

year. 

A 17\. 

A 

Q 

A 

Q 

A 

0 

A 

0 

COMMISSIONER DEASON: 

2001? 

Yea. 

I think sh~ wants t~e next 

It is 15\ before the sale and 1~\ after the sale. 

What month are you referring to in the 2001 date? 

For winter reserve? 

What months are involved in that calculation? 

Janua ry. 

Thank you. To your knowledge has TECO ever 

17 projected a reserve margin below ita c riterion and not 

18 planned for expansion? 

19 A I wouldn't have any knowledge of that . 

20 0 Okay. 

21 

22 

23 

24 

25 

A 

0 

You mean histor1cally? 

Yes . 

A No, I wouldn't know. 

0 If FMPA were to request supplemertal capacity 

above level s currently included in these calculations, 
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would TECO's winter reserve margin be further reduced? 

A In what years? 

0 Well, let's take the year 2000, 2001 that we have 

been discussing. 

A It would if Tampa Electric agreed t c serve it. 

Tampa Electric is not obligated to serve a request fo r 

supplemental capacity. 

0 Given TECO's projected reserve margins, do you 

believe that TECO will be able to add new firm sales i f 

supplemental capacity is reques ted by either FMPA o r 

Lakeland? 

A Tampa Electric would not add sales to the 

detriment of its retail customers. 

0 I s that a no? 

A Would not Will you ask your ques t i on again. 

please? I'm sorry. 

0 Given the projected reserve margi ns wh ich we have 

establ ished are at 1St and below that at 14% whi c h violates 

your criterion, do you believe that TECO would be able to 

add new firm sales if supplemental capacity is reques t ed by 

either FMPA or Lakeland? 

A It would be unlikely that Tampa Electr i ~ could 

add new firm sales with a reserve margi n of 14\ , but r 

24 disagree with your statement o f viola t ing our c riteria. I 

25 mean we have criteria that we go by to maintain a aa f e, 
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1 what we consider a safe reserve for our native load , and we 

2 maintain those c riteria. 

3 Q Would you ag ree that the addition of the FMPA and 

4 Lakeland sales increases your EUE? 

5 A Just a minute, please. 

6 (WITNESS REVIEWED DOCUM:ENTS l 

7 

8 

A 

Q 

9 correct? 

10 

11 

A 

Q 

I would, yes. 

And EUE means expected unserved energy; is that 

It is. 

Doesn't this increase t he chance that TECO wi ll 

12 not have sufficient capacity to meet its ultimate load and 

13 will either have to interrupt both i n terruptible and firm 

14 customers or purchase emergency power for firm sale s? 

15 A T'le first part of your question, does i t 

16 Q Does this not, thi s increase in t he EUE, also 

17 ~ncraase the c hance that TECO will not have suffic i ent 

18 capacity to meet its ultimate l oad and will ei ther have to 

19 interrupt both the interruptible and firm custome r s or 

20 purchase emergency po wer? 

21 A There is a limit on t he EUE, and Tampa Elec tri c 

22 would not exceed that limit; and as a result of making 

23 these sales, there are increases in pur chases of emergency 

24 and optional provision, as you've mentioned, as a result of 

25 making these sales. 
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1 0 So is your answer t hat it does increase the 

2 chance of purchasing emergency power? 

3 A It does, and those costs are included in the cost 

4 of these sales. They were t a k e n into account. 

5 0 In determining t he projected cost of these s a les , 

6 did TECO project the l e vel o f EUE? 

7 A Yes, that is what is in Late-filed Exhibit Number 

8 5. 

9 Q In your net benef it analysis, were any additional 

10 costs added to the amount of recoverable fuel and purc hase 

11 power costs? 

12 A Did I account for those i n my cost analyses; 

13 that your question? 

14 Q Yes. 

15 A Yes. 

16 Q Does the QF methodology for determinat ~on o( 

17 as-available energy rate include emergency purchases? 

18 

19 

20 

21 

A 

Q 

A 

It does. 

Please explain your answer. 

(WITNESS REVIEWED DOCUMENTS ) 

Referring to Tampa Electric's tariff for 

is 

the 

22 calculation of QF payments, if Tampa Electric purchases the 

23 last increment on our -- or the last increment that is 

24 required to serve native load or firm sales as per the 

25 exhibit I had showed you earlier, t hat bar, if the 
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1 requirement to serve those was a purchase of emergency 

2 power, that is the rate that would be paid back to QFs for 

3 that hour, or the time t .hat emergency power was pu r chased. 

4 Q Would the f uel recovery pa i d by retai l customers 

5 be increased by emergency purchases? 

6 A They would, and those costs were c onsidered in 

7 the cost benefit analysis of these s a les . 

8 MS . PAUGH : We have another exhibit. 

CHAIRMAN JOHNSON: Mark it as exhibit 16. 9 

10 MS. PAUGH: It c an be titled POD Response Number 

11 9 . 

12 CHAIRMAN JOHNSON : Short title, POD Resp onse 9 . 

13 BY MS . PAUGH: 

14 Q Ms . Branick, will you ploase read the last 

15 sentence from TECO's POD Response Number 9 as just handed 

16 to you as 16? 

17 A Tampa Electric did not perform any risk analyses 

18 a nd/or sensitivity analyses with respecL to the Florida 

19 Municipal Power Agency transaction. 

20 Q Thank you. 

21 MS. PAUGH: We have no further questions. 

22 CHAIRMAN JOHNSON: We a re going t o go aheac and 

23 take a 10-minute break. 

24 MR. WILLIS: We move the exhibits. 

25 CHAIRMAN JOHNSON: Oh, you don ' t have any 
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1 redirect? 

2 

3 

MR. LONG: We do have redirect. 

CHAIRMAN JOHNSON : I'm sorry? 

4 MR . WILLIS: I'm sorry. 

410 

5 MR. LONG: I'm sorry, Commissioner, let's take 

6 the break, and we'll come back afterwards. 

CHAIRMAN JOHNSON: Okay. 7 

6 

9 

(Transcript continues in sequence i n Volume IV) 
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25 

* * * * 
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