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Mr. Steven C. Tribble, Director
Division of Records and Reporting
Florida Public Service Commission
101 East Gaines Street
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Re: Petition of Florida Power Corporation to Open
Investigation into Tampa Electric Company’s

Proposed Construction of a

69 kV Transmission Line

to Serve Cities of Wauchula & Ft. Meade

Docket No. 930676-ET

Dear Mr. Tribble:

Enclosed for filing is an original
rebuttal testimony of Samuel F. Nixon, Jr.,

and fifteen copies of
Dr. Robert B. Parente,

Jeffry Pollock and Donald R. Stillwagon and a Certificate of

Service.

Please acknowledge your receipt of the above filings on the
enclosed copy of this letter and return to the undersigned. Thank

you for your assistance.
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CERTIFICATE OF SERVICE

ROCKET NO, 930676-EI

I HEREBY CERTIFY that I have served a true copy of Florida

Power Corporation’s Rebuttal Testimony of Samuel F. Nixon, Jr., Dr.

Robert B. Parente, Jeffry Pollock and Donald K. Stillwagon by first

class mail postage prepaid today, February 10, 1994 to the persons

listed below. *#** Indicates service by Federal Express

Lee L. Willis, Esqg.***
James D. Beasley, Esq.***
Ausley, McMullen, McGehee,
Carothers and Proctor

P. O. Box 391

Tallahassee, FL 32302

J. Roger Howe

Office of Public Counsel
111 West Madison

Suite 812

Tallahassee, FL 32301

Martha Carter Brown, Esq.***
Legal Department

Florida Public Service Commission
101 East Gaines Street
Tallahassee, FL 32301

Frederick M. Bryant, Esq.
Moore, Williams, Bryant,
Peebles & Gautier, P.A.
P. O. Box 1169
Tallahassee, FL 32302

Ms. Mavis F. Best
City Clerk

City of Wauchula
P. O. Box 818
Wauchula, FL 33873

Mr. Charles C. Saddler, III
City Manager

City of Fort Meade

P. O. Box 856

Fort Meade, FL 33841
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FLORIDA POWER CORPORATION
DOCKET NO. 930676-t!

REBUTTAL TESTIMONY QOF
SAMUEL F. NIXON, JR.

State your name.

My name is Samuel F. Nixon, Jr.

Are you the same Samuel Nixon who filed Direct Testimony in these
proceedings?

Yes.

What is the purpose of your rebuttal testimony?

My testimony will address seven specific issues raised in the prefiled
testimony of TECO and the cities of Ft. Meade and Wauchula.

-First, | will respond to TECQO's incorrect and inappropriate speculation
about Florida Power’s motives for initiating these proceedings.
-Second, | will address the real focus of these proceedings: the
application of the Grid Law.

-Third, | will address the relevance of TECO’s arguments about the
impact of TECO's offer to construct additional transmission facilities on

its securing contracts to supply power to the Cities of Fort Meade and

Wauchula.
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-Fourth, I will respond to TECO's suggestion that utility commit.ents

(specifically Florida Power’'s) to make their transrmussion  systems
availlable for use by others are insincere.

-Fifth, | will explain why the "transmission dependent utility™ argument
of TECO and the cities is irrelevant and inaccurate.

-Sixth, | will address TECQO's misinterpretation of a le''r fiom Fionda
Power to the City of Fort Meade concerning Flonida Power’s system
planning as it relates 1o transmission service to the cities.

-Seventh, and finally, | will explain why TECO's discussion of the Samt

Cloud issue is incorrect and inapt.

Are you sponsoring any exhibits to your rebuttal testimony?
Yes. | am sponsoring Exhibit (SFN-1), a copy of which is attached

to my prefiled rebuttal testimony.

How specifically do you take issue with Mr. Ramil’s testimony
concerning Florida Power’s motives for initiating these procredings?

Ever since Florida Power initiated these proceedings, TECO has
attempted to distract the Commission from its investigation of the
proposed TECO transmission project by making allegations about Florida
Power using this case to "retaliate” against TECO for winning the
competition to provide wholesale power to the two cities. As |
explained in my direct testimony, this case actually concerns only

transmission issues. Florida Power recognizes that TECO has valid
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wholesale contracts to provide bulk power to the cities  Florida Power
believes that TECO can and should continue to serve the cities under
these contracts, but should do so in compliance with the God aw
This will, we believe, prevent real economuc harm to the retad customers
of both utilities. The testimony we have filed ot proceedimg even
demonstrates that the rates the cities will pay to TECO for bulk power

will be lower if TECO does not build unneeded facilitics.

Florida Power believes the Commission’s decision i this case will
provide valuable and necessary guidanca to all utiltios rogarding the

application of the Grid Law in circumstances such as these.

Please state your understanding of the transmission issues that should
serve as the focus of these proceedings.

When there exists an adequate and reliable third party path that has
been and will continue to be available for transmission service, this
Commission should epply the provisions of the Grid Law to prevent the
construction of aredundant transmission facility when that construction
would impose net costs that are substantially higher than those that

would accrue through the use of a third party transmission system.

in this case, Florida Power owns the "adequate and reliable”
transmission facilities. The total cost differential between using those

transmission facilities or constructing duplicate transmission facilities
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approaches a factor of ten. Such a vast differential makes the
uneconomic duplication self-evidently clear. In fact, TECO's testimaony
concedes that their plan and their preference would have been to use
Florida Power’s transmission facilities and that such use would have
substantially reduced the total cost involvod in sorvioag the cities. (See
Testimony of John B. Ramil at pages 21, line 9 and page 10, line 25)
TECO's claims only that because of the desires of the two cities, TECO

was unable to use the Florida Power and still win the business.

How do vou respond to TECO's testimony that the new transmission
facilities are "necessary” because construction was required for TECO
to win the contracts with the cities?

Whatever the line's importance in the negotiations, the fact is that
TECO and the cities now have a contract for the sale and purchase of
bulk power and Florida Power does not challenge the validity of those
contracts. Florida Power simply believes the Commission should avoid
uneconomic duplication of transmission facilities as prescribed by the

Grid Law.

Whnat conclusions can we draw about the weight that construction of
the proposed transmission facilities had on the negotiations?

We can essentially rule out that any reliability problems with Florida
Power’s existing facility were a material factor in the negotiations. This

is so for several reasons. First, it is clear from our evidence, and it is

iy
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unchallenged by TECO and the cities, that reliability comparable to that
of Florida Power’s transmission facilities was the standard prescribed,
at least by Fort Meade, from the beginning of the bid solicitation
Second, the direct testimony of the two witnesses from the cities
contains no significant criticistm ol any aspect of Florida Power'’s
transmission reliability. Third, TECO, as Mr. Ramil himmself testifies, was
perfectly willing to provide service through Florida Power’s trans.nission
facilities. TECO would not have been willing to do this had it had any
reliability concerns about Florida Power’s facilities. This conclusion is
reinforced by the fact that coordinated system planning practices among
utilities in Florida gives them early and ample opportunity to make
known to us any such concerns. They have done so on other occasions,
as have we. We have received no complaints regarding the service
reliability of Florida Power’s existing transmission facilities referred to in
this case since TECO began using them to provide transmission service

to Wauchula in 1991.

The next conclusion we can draw relates the construction of the new
facilities and their costs. First, it is important to observe that the
proposed transmission facilities’ costs are not to be assigned directly to
the cities. Second, the proposed TECO transmission facilities’
construction represaented a principal basis upon which TECO was willing
to forego charging the cities for transmission services, beginning in

1995. Therefore, the contracts relieve the cities from responsibility for
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direct payment for the critical and last link in the facilities with wvlhach

TECO plans to serve them, whether or not any such new facilities are

built and in service by that time. Additionally, neither TECO not ihe
cities have alleged that their contracts will fail it the Commssion orders

TECO not to build the duplicate facilities.

Is there any objective reason the cities could not continue to be served
by TECO, if the Commission orders TECO not to build the proposed
transmission facilities?

No. There is no reason TECO could not continue to serve the cities. In
fact, the cities could continue to be served by TECO at somewhat
cheaper costs than if the facilities were constructed. This is primarily
because TECO can still relieve the cities from paying transmission
service costs and recover those costs from its entire customer base as
it would any other transmission cost reasonable and necessary for
providing service. As explained further in Mr. Pollock’s testimony, this
would even result in slightly lower rates for the cities. TECO's full
recovery of its transmission service costs means that the cities, TECO
and TECO’s shareholders should all benefit from TECO continuing to

serve the cities, even if the duplicate transmission facilities are not built.

What about the cities’ allegations that they are harmed economically,
since by not having two transmission lines they do not benefit from the

competiticn between Florida Power and TECO?
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This is all part of the cities’ unwarranted apprehensions reQardmg therr
transmission dependent status which | have mentioned and will discuss
in more detail later in my testimony. | will obseive at this point,
however, that even if the cities did have valid concerns w this regard,
the term of their contract with TECO is so long tiat the next
opportunity they would have to use this hypothet: merease in ther

negotiating power would be two decades from now, assuming the

electric utility industry as we know it still exists.

How do the circumstances surrounding Fort Meade’s and Wauchula’'s
efforts to secure new power supply agreements contravene the notion
that they suffer as a result of being transmission dependent utilities?

Mr. Ramil’s testimony demonstrates that the City of Fort Meade
received five bids that it deemed competitive. Furthermore, the City of
Ft. Meade concedes having received three which were extremely
competitive. If Florida Power Corporation had any ability to wield market
power to limit Ft. Meade’s options, which it does not, it is abundantly
clear that it was not exercised. In fact, a bid that came from FMPA was
initially assessed as the most economic. Ultimately, after TECO mace
cost concessions related to the proposed duplicate transmission
facilities, its bid was accepted. These circumstances show that Florida
Power Corporation had no excessive market power which worked 10 the

detriment of the cities.
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Q.

A.

I would also note that neither TECO nor the cities have presented

testimony (nor could there be any) to demonstrate that Flor:da Power
Corporation’s power supply contracts vary substantialy between

transmission dependent and non-transmission dependent utilitics,

Mr. Saddler states that "Tampa Electric’'s direct transmissior .crvice wi'l
bring additional competitive sources to the City Gates"” (at page 5) Is
that statement accurate?

| believe it is not accurate. Florida Power has adequate transmission
capacity and is legally committed to make that capacity available to sell
power to Fort Meade and Wauchula or to deliver competit've sources of
power to them, from TECQO or another power supplier. The proposed
TECO facilities would not make potential power suppliers more

competitive. They would merely duplicate facilities alreaagy available.

How is Florida Power legally committed to deliver the cities’ power
purchased from another utility over Florida Power’s transiission
system?

The Company is legally committed to provide transmission service by
Florida Power’s transmission tariff, which is in effect as a rate schedule
under the Federal Power Act (see Exhibit _ SFN-1). Also,
independent of the tariff, the cities have rights to transmission servize

under Section 211 and 212 of the Federal Power Act.




4

18

19

20

21

22

23 |

38

A

Q

A.

Please briefly describe Florida Power’s transmission tariff.

The tanff sets out the terms and conditions under which Florida Power
is committed to provide transmission service and the charges. Both the
terms and conditions and the charges are subject to review by FERC to
ensure that they are just and reasonable. The tanff, as o filed rate
schedule under the Federal Power Act, has the force and - *fect af a

statute and binds the Company to its term. Florida Power consequently

has a legal obligation to provide the service offered in the tanit under

the charges, terms and conditions it contains.

Please describe the cities’ right to transmission service urider the tariff.
The tariff provides that both firm and non-firm transmission service are
available to "municipal electric utilities”, among other types of utilities,
for "all types of capacity and energy from sources to which the
Company is directly or indirectly electrically interconnected over the
facilities of the Company” (Articles | and Il). The service is "to or from
existing points of delivery and such other points as may be established

on the Company’s interconnected system™ (Article I).

The service is offered "where and as long as facilities have adequate
capacity to permit the transmission requested by the Customer on a
technically feasible basis" (Article 1). If the requested service wou:d
require new facilities, or would cause Florida Power to install facilities

earlier than otherwise would be the case, or otherwise would cause it
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to incur exceptional expense, Florida Power must offer the service

"under a compensatory contract or rate schedule subject to the approval

to the Federal Energy Regulation Commission” (Article !).

As municipal electric utilities which have interconnections with Florida

Power’s transmission system as existing points of dehver,  the cities

have the right under the tariff to transmission service for "all types of
capacity and energy from sources to which the Company is directly or
indirectly interconnected” (Article Il). Florida Power is intercennected
to TECO, among other Florida utilities. Thus, the cities have the right
under the tariff to transmission for power supplicd by TECO or ainy other
supplier with which Florida Power has adequate direct or indirect
interconnections. TECO has a like right to have its power delivered to

the cities, if it chooses to be the transmission customer.

The tariff rates are based on the average embedded costs of Florida
Power’s transmission system. The tariff preserves Florida Power’s right
to offer service under a special contract at higher rates than those set
out in the tariff, but only if the service would cause Florida Power to
incur exceptional expense. The delivery of power from TECO to the

cities would not cause Florida Power to incur any such exceptional

expense.
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A.

Has Florida Power ever refused a request for transmission service under

the tariff since the tariff became effective in the early 1970's.
Yes, but only when there were constrained facilitios praventing Flonda
Power from providing the service requested. Thure are no such

constraints for delivery of TECO's power to the cities.

It Florida Power were to turn down a request by the cities for
transmission service under the tariff, would they have remedies to
obtain the services, based on the Federal Power Act?

Yes, they certainly would. They could file complaints with FERC
requesting FERC to order Florida Power to comply with the terms of its
tariff. Since, as stated carlier, the tariff has the force and effect of a

statute, it binds Florida Power to its terms.

Do the cities have rights under the Federal Power Act to seek
transmission service other than by enforcing the terms of Floriua
Power’s tariff?

Yes. Sections 211 and 212 of the Federal Power Act, as implemented
by FERC in rulemakings, require a party seeking transmission service
first to make a good faith request. The recipient of the request must
then supply a good faith answer. If the recipient can provide service
from existing capacity, the answer must include an executable service
agreement. If it cannot supply service from existing capacity, the

recipient must identify any constraints and offer an executable study

- 11 -
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Q.

agreement to evaluate the cost of alleviating those constraints. After

such an exchange, the requesting party may choose either to anter into

the study agreemant or to file a request for a transmission order with

FERC.

Can you explain why Florida utilities need guidanc2 from the
Commission with respect to transmission issues related to wholeszie
power supply?

Yes. Florida Power initiated these proceedings under the orovisions of
the Grid Law, which, interestingly, TECQO’s Direct Testirnony never
mentions. Mr. Ramil’s testimony essentially urges upon this Commission
the standard that, so long as net benefits exceed net costs, then the
construction of unnecessary facilities should be allowed as justifiable in
an economic sense. That standard is inconsistent with the stated
purpose of the Grid Law. Therefore, utilities need guidance regarding
the Commission’s expectations concerning the development of
wholesale business when such development affects the interests of
retail customers. Florida Power believes that electrically unneeded
duplication makes no sense, even if it is argued that a business
transaction involving substantial investment would not take place
without such duplication. If the Commission disagrees with us and
agrees with TECO, however, it is important for us to know that, so all
utilities in Florida operate under a common set of ground rules. The

reason we need this guidance now is to avoid situations where

- 12 -
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expensive competition occurs under ratemaking assumptons that are

later declared to be invalid.

Essentially, our position is that if retail rate cases were the proper
means for addressing issues such as the one now bhefore the
Commission, there would never have been any need for o Grid Law. To
give any real meaning to the Grd Law, it must opecate not to
retroactively mitigate impacts of unnecessary duphcative costs for
ratemaking purposes, but to avoid uneconomic dupiication by preventing
unnecessary expenditure of those costs before the economies are lost.
Once the facilities are built, whoever must ultimately pay for them,
economic waste has occurred. Florida Power’s overniding purpose in this
docket is merely to obtain guidance for conducting utility business that
will avoid the kind of waste the Grid Law was designed to address.
TECO’s argument that Commission review of its proposed oroject is
premature, is rooted in traditional ratemaking concepts and

conveniently ignores the Grid Law.

How do you respond to Mr. Ramil’s statement at Page 17 of his
testimony that "all utilities with transmission market power have to say
that” in response to the question addressing Florida Power’s

commitment to allow its transmission facilities to be usad to delivar

power from other suppliers?




Q.

Based upon the question to which he responded, Mr. Ramil implied that

a potential increase in Florida Power’s wholesale power rates might
justify the cities” apprehensions  about  Florida Power  providing
transmission access to other potential power suppliers for the cities.
Bulk power sales and transmission charges are separate issues.  As |
have explained earlier, unlike TECO which has no suc' tacff, Floada
Power’s T-1 Tariff imposes upon it the legal obligation to provide
transmission sorvice. Consoquantly, Mo Banal's stataroont that tho
circumstances provided grounds for the cities to be insecure 1s wvithout

basis.

On Page 17 of his Direct Testimony, Mr. Ramil argues that Florida
Power’s November 14, 1993, letter to Mr. Smith conveys to the cities
a message that they should have concerns about the availab'lity of
transmission services if they were not long term Florida Power bulk
power customers. Is that an accurate interpretation of that letter?

No. Presumably Mr. Ramil refers to the top of page 2 of Mr. Richard
David’s letter. Mr. David is merely referring to a wide breadth of
services that are available to all-requirements customers. Mr. David only
says that if they are not all-requirements customers, then the full range

of planning and services would not be available to them.
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TECO's use of this letter out of context belies the long history of

commitment to open access transmission that this company has

demonstrated.

On Page 4 of his Tastmony, Mr. Ramil snys that Florida Power’s
institution of proceedings before FERC last Dacamt.-ar shaws an attempt
to uso ragulatory authority ns a waonpon In the wholosnlo powor mnrkat.
Is that an ndoquate charactarization of Florida Powaor ¢ intantions in that
proceeding?

No Tt complotely inaccarto Nolows ol wholosalo hosmose by o
Powor lod to the mmtitation ot FEIC proocoodings Tho peoe eodings we

Mod i Docomber of 1993 with FERC concerned attempts by the City
of St. Cloud to transfer certain benefits under an agreement we made
with them. It is a simple contract dispute between Florida Power and
St. Cloud. TECO is involved because it happened to be the utility which
agreed to repurchase from St. Cloud a portion of the capacity which St.
Cloud is under contract to purchase form Florida Power. Florida Power
would have brought this action at FERC, regardless of who had agreed
to repurchase power from St. Cloud. We have asked FERC for a
declaratory order on the terms and conditions of that contract. The
case has nothing to do with limiting another entity’s access to bulk
power.

Does this conclude your testimony?

Yes.
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FPSC Doucket No. 930676-E!
FPC Witness: NIXOM

Exhibit No. C{SFN-1)
Page 1 of 24
Flonda Power Corporation First Revised Sheet No. X0
FERC Electnc Tanff Effective: November &, 1997
Second Revised Volume No. | Cancels Onginal Sheet Mo 30

FLORIDA POWER CORPORATION
TRANSMISSION SERVICE RESALE RATE SCHED'L[LE T-]

I Availability

Service hereunder is available over the Company's facilities to or from existing points
of delivery and such other points as may be established on the Company's interconnected
system. Firm and non-firm transmission service is available where 2nd so long as facilitics

have adequate capacity to permit the transmission requested by the Customer on a

technically feasible basis.

If the requested transmission service would require the Company to install new
facilities, would cause it to install facilities significantly earlier than it otherwise would do.
or would otherwise cause it to incur exceptional expense, the Company reserves the right
to decline to serve under this rate schedule and shall offer transmission service under a
compensatory contract or rate schedule subject to approval of the Federal Energy
Regulatory Commission (or such other regulatory agency as may have jurisdiction to the
premises). Such compensatory contract or rate schedule would, to the extent appropriate
in the circumstances, follow the provisions of this transmission service rate schedule ard its
associated terms and conditions.

If the requested transmission service involves transmission directly or indirectly on the

facilities of a third utility system, the Customer will make arrangements for use of those




FPSC Docket No. 930676-E!
FPC Witness: NIXON
Exhibit No. ., (SEN-1)
Paqge 2 of 24

Flonda Power Corporation First Revised Sheet No. 31
FERC Electne Tanff Effecuve: November 6, 1992

Second Revised Volume No. | Cancels Onginal Sheet No. 31

facilities directly with that third system, and the Company shall not be obliged to commence

transmission service until such arrangements have been made.

II. licabilj

This rate schedule shall apply to the transmission for any rural clectric cooperative,
municipal electric utilities or other electric utilities of all types of capacity and energy from
sources with which the Company is directly or indirectly clectrically interconnecied to the
Customer’s system over facilities of the Company and to the transmission for any qualifying
facilities and independent power producers of all types of capacity and energy over facilities
of the Company to rural electric cooperatives, municipal electric utilities or other electric
utilities directly or indirectly electrically interconnected to the Company's facilities. The
service under this rate scheduie is 60 cycle alternating current of the phase and Company
standard nominal voltage desired by the Customer at the above described delivery points,
provided clectnc service of the voltage desired by the Customer is available generally in the

area in which such service is desired.

[11. nth

Service rendered hercunder shall be billed at the aggregate of the charges set forth




Florida Power Corporation
FERC Electric Tanff
Second Revised Volume No. |

FPSC Docket No. 930676-El
FPC Witness: NIXON
Exhibit No. __, (SFN-1)
Page 3 of 24

Second Revised Sheet No. 32
Effective: February 23, 1993
Cancels First Revised Sheet No. 32

below for the delivery point(s) specified in the Service Agreement:

A.  Charges for Transmission Service

(1

)

Charge for Firm Transmission Service, The following charges shall be

applicable to all Firm Transmission Service:

Monthly Rate: $1.16 per kW-Month
Daily Rate: $0.038 per kW-Day
Hourly Rate: $0.00255 per kWh

Charge for Non-Firm Transmission Service, A charge of $.00159 per

KWH shall be applicable to all Non-Firm Transmission Service.

5 it - or Distribution Servi

(D

)

Charge for Firm Distribution Service, The following additional charge

shall be applicable to Firm Transmission Service for Distribution

Facility delivery points:

Monthly Rate: $0.63 per KW
Daily Rate: $0.021 per KW-Day
Hourly Rate: $0.00150 per KWH

Charge for Non-Firm_Distribution Service. The additional charge of

$.00086 per KWH shall be applicable to all Non-Firm Transmission

Service for Distribution Facility delivery points.




FPSC Docket No. 930676- El
FPC Witness: NIXON
Exhibit No. . (SFN-1)
Page 4 of 24

Florida Power Corporation First Revised Sheet No. 33
FERC Electric Tanff Effective: November 6, 1992
Second Revised Volume No. | Cancels Original Sheet No. 33

C. Interruptions of Firm Transmission Service, If, because of constraints on the

Company's transmission system, firm transmission service cannot be delivered at the level
anticipated in the Service Agreement for more than two consecutive hours in any day, then
the charge for that day shall be adjusted to the lowest level of service rendered during the

period of constraint; and the bill for the remainder of the month shall be computed under

the above daily rate.

D.  Definitions
(D Transmission System: For purposes of this tariff, the Company's
Transmission System shall be deemed to consist of all transmission
facilities operating at voltages of 69 KV and above.

2) Distobution Facilities; Distribution facilities consist of all distribution

facilities operating at voltages of less than 69 KV.

3) Eirm Transmission Service: Firm transmission service is defined as that
type of transmission service which is requested and supplied on a
continuous availability basis similar to service prcvided under the All
Requirements Resale Service Rate Schedule RS-2.

4) Non-Firm Transmission Service: Non-firm transmission service is
defined as that type of transmission service which is requested and is

supplied on a when, as and if available basis and which is interruptible




FPSC Doucket No. 930676-El
FPC Witness: NIXON

Exhibit No. __ , {SFN-1)
Page 5 of 24
Flonda Power Corporation First Revised Sheet No. 34
FERC Electric Tanff Effective: November 6, 1992

Second Revised Volume No. |

Cancels QOnginal Sheet No. 34

at the sole option of the Company. The Cownpany will endeavor to
give as much notice of interrupuon as practicable. In the event the
Customer fails to interrupt or curtail its use of Non-Firm Transmission
Service within one hour upon notification to do so by the Company,
then such service shall be considered as Firm Transmission Service and
billed as such by the Company for the current and succeeding eleven
billing months. Non-Firm Transmission Service is available at hours
specified by the Company. Non-firm Service is not available for

transmission of firm power.

IV.  Billing T . or Firm T issionServi

A.  The kW demands, for commitment periods of a month or greater, to be used

during the term of the transmission service agreement for billing of each firm transmission

service commitment shall be either:

(D

If transmitted power and energy hereunder represents the Customer's
total system power requirements at the delivery point(s), the billing
demand shall be the maximum measured 60-minute integrated KW
demand established during the current billing period, but not less than

the maximum such demand established at the delivery point(s) during

oy recs el by
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FIPSC Docket No. 930676-El
FPC Witness: NIXON

T Exhibit No. __, (SFN-1)
Page 6 of 24
\'V“-.,.
e Florida Power Corporation First Revised Sheet No. 35
FERC Electric Taniff Effective: November 6, 1992
Second Revised Volume No. | Cancels Original Sheet No. 35

the twelve months ended with the current billing penod nor less than

the contract demand.

or

(2)  If transmitted power and energy hereunder represents less than the
Customer’s total system power requirements at the delivery point(s),

the billing demand shall be the maximum hourly KW demand
scheduled to be delivered during the commitment pericd but not less

than the contract demand.

B. The kW demands, for commitment periods of less than a month but greater
than 12 hours, to be used during the term of the transmission service agreement for billing
of each daily firm transmission service commitment shall be the greater of:

(1) The maximum hourly kW demand scheduled to be delivered during the
daily commitment period
or
(2) The contract demand.
C. The energy quantity, for commitment periods of 12 hours or less, to be used

during the term of the transmission service agreement for billing each firm transmission
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service commitment shall be determined based on an hourly dispatch schedule as mutually

agreed to between the Company and Customers.

V.  Billing Determinants for Non-Firm Transmission Service

The energy quantity to be used for billing Non-Firm Transmission Service shall be
determined based on an hourly dispatch schedule as mutually agreed to between the

Company and Customers.

VI.  Scheduling of Transmitted Power and Energy

It shall be the responsibility of the Customer to arrange a satisfactory schedule for
transmitted power and energy and to notify Company of such schedule prior to
commencement of the transaction. Where practicable, the Customer shall furnish the
Company a 24-hour schedule by 3:00 p.m. of the prior day. The amount scheduled to be
delivered will be rounded to the nearest whole MWH for dispatching purposes only. The
difference between the scheduled deliveries to the Customer and the actual deliveries shall
be classed as inadvertent energy. Inadvertent energy shall be returned in kind (on-peak or

off-peak), as defined by North American Power Systems Interconnection Committee

(NAPSIC) or its successor at times mutually agreed upon.
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VII.  Losses
Billing hereunder shall be subject to an additional charge if power and energy losses
are to be furnished from the Company’s generation system. Loss quantities and charges to

be applied shall be mutually agreed upon between the parties prior to the commencement

of the transmission service transaction.

VIII. Power Factor

It shall be the responsibility of the Customer receiving transmission services to supply
enough reactive power to maintain the power factor of transmitted power as near unity as
practicable. In the event a minimum power factor of 97% is not maintained, monthly billing
hereunder may be subject to an additional charge equal to 6.3 cenis per KVAR for the

KVAR'’s necessary to correct the power factor of the wheeled power to such required

minimum. Such charge shall be based on the maximum such KVAR requirements

established during the 12-month period ending with the current billing month.

IX.  Qeneral Terms and Conditions

Service under this Transmission Service Rate Schedule is subject to the General
Terms and Conditions applicable to transmission service as the same may be in effect from

time to time pursuant to the filing and other provisions of the Federal Power Act.
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GENERAL TERMS AND CONDITIONS
FOR THE PURCHASE OF TRANSMISSION SERVICE
RESALE RATE SCHEDULE T-I

ARTICLE ], Obligations of Company and Customers

The Company will offer to the Customers the service descnbed in the Transmission
Service Resale Rate Schedule T-1. Acceptance of such service by the Customer binds the
Customer to all provisions of the transmission service resale rate schedule and associated
el general terms and conditions, including those regarding payment, as they may be in effect
from time to time.

Prior to commencement of service, a service agreement shall be executed between
’ the Customer and the Company. The service agreement shall conform with the sample
agreement and supplements thereto contained in the Company's FERC Electric Tanff,
Second Revised Volume No. 1, as the same may be in effect from time to time pursuant to
the filing and other provisions of the Federal Power Act.

All obligations of the Company and the Customer are subject to action of the Faderal
Energy Regulatory Commission (or such other regulatory agency as may have jurisdiction

in the premises).
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ARTICLE 2, Exchange of Information

The Company and Customer will keep each other currently informed of plans for
transmission services and facilities which would affect the planning of the other. The
Company will advise the Customer of whether and how the Customer's transmission plans
or transmission service plans can be accommodated within the Company's transmission plans
al the least cost to both parties. In the event that the Company, pursuant to the first
paragraph of the Availability Clause of the Transmission Service Resale Rate Schedule T-1,
declines to offer transmission service under a contract or other rate schedule or under the
second paragraph of that clause declines to offer service under this rate schedule, the
Company will furnish a detailed explanation accompanied by relevant transmission flow

charts.

ARTICLE 3, Termination of Service

Unless other provision for termination of service is made in a service agreement,

service may be terminated as follows:
a. If transmission service is for an unspecified, open-ended period, either party may

terminate the service agreement or service under the transmission service rate schedule by

giving two years written notice.
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b. If transmission service 13 for a specified period of more than four years, the
Customer may terminate the service agreement or service under the transmission service
rate schedule prior to the end of the specified period by giving two years' written notice.

c. If transmission service is for a specified period of four years or less, the Customer
may terminate the service agreement or service under the transmission service rate whedule
prior to the end of the specified period by giving three months' written notice

do I trmvmission service v for a specified period of three months or less, the
Customer may terminate the service agreement or service under the traasmission rate
schedule prior to the end of the specified period by giving one week’s oral notice, with
confirming written notice mailed on the same day.

¢. If the Company builds special facilities to render the transmission service pursuant
to an agreement between the Company and the Customer, the Customer, regardless of any
other provision of this Article 3, shall not terminate the service agreement or service under
the transmission service rate schedule without paying the Company for the undepreciated
balance, less salvage, of the Company's investment in the special facilities.

f. The provisions of this Article 3 shall apply separately to each transmission
transaction under a transmission service agreement or the transmission rate schedule if there

is more than one such transmission transaction.
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i . 0 Taciff

The provisions of this transmission service rate schedule and associated terms and
conditions may be amended from time to time or superseded by the Company by notifying
the Customer in writing of such change and making the appropnate filing with the Federal
Energy Regulatory Commission (or such other regulatory agency as may have junisdiction
in the premises); provided, however, no such filing (unless agreed 1o by the Customer n

writing) will be made without giving the Customer at least sixty (60) days written notice of

the filing.

RTICLE. 5. Service Facilit | Meters

a. The Company and the Customer each will furnish, install, maintain, own and
operate at its sole cost and expense, all lands and equipment located on its side of the
delivery point(s) unless otherwise specified in the service agreement.

b. Where practicable, the electric service demand and energy shall be measured by
metering equipment to be furnished and installed by the Company at or adjacent to said
point of delivery, which metering equipment shall constitute the basis of computation of bills
for demand and encrgy consumption. The Customer likewise may provide similar metering

equipment as check meters for measuring demand and energy contracted for herein at the

said point of delivery.
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c. Where it is impracticable to meter services rendered under the Transmission
Service Tanff, a mutually agreed upon schedule of quantities delivcred shall constitute the
basis of computation of bills for demand and energy consumption.

d. The Customer, upon notice to the Company, shall have the right in the presence
of an officer, agent or designated employee of the Company, o read and check the
Company's meters and/or metering equipment, should it so desire, and should there be any
disagreement as to the correctness of the readings and/or accuracy of the said meters and/or
metering equipment, the parties hereto shall jointly test said meters. In the event of
disagreement as to tests and/or accuracy of same, the parties hereto shall have the right to

have the said meters and metering equipment tested by a competent and impartial engineer
mutually acceptable to the parties hereto, and the decision of said engineer shall be
considered final as to the accuracy of the said meters and/or metering equipment, but it is
hereby stipulated that the said meters and metering equipment shall be considered accurate
provided calibration is within two (2) percent, fast or slow, of accuracy. Should cither or
both of said meters be beyond the said range of accuracy, an adjustment shall be made for
the period of known inaccuracy, based on the average of the three (3) months’ consumption

prior to the period in question, but no adjustment shall extend over a period of more than

three (3) months.
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ARTICLE 6. Access for Company Employees

Unless covered in a separate interchange agreement, the Company willhave the nght,
authority and privilege to enter upon the premises of the Customer at all reasonable times
for the purposes of reading meters, inspecting or repairing apparatus used in connection with
the service, removing its property and/or for any other purposes to carry on the work of the
Company in connection with the delivery of energy herein provided for, and to do all things
necessary and expedient in the proper operation of its said business, but in exercising its said
nght and privilege, the Company shall assume all liability for damage or personal injury

caused by the negligence of the Company.

ARTICLE 7, Use of Service

The Customer and the Company will cooperate in obtaining the most efficient use
of their facilities and will avoid, insofar as practicable, the imposition of low power factor

or widely fluctuating loads or unbalanced loads.

ARTICLE 8. Payment of Bills
Bills for service shall be rendered monthly by Company and shall be due when
rendered and payable within ten (10) days from date of bill. Bills not paid within ten (10)

days from the date of bill shall be deemed delinquent and shall accrue interest at the current

annual rate provided for refunds made under the Federal Power Act by the Federal Energy
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Regulatory Commission or any successor agency. In the absence of such an interest rate,
interest will accrue at the rate of one (1) percent per month. In the case of a disputed bill,
payment of the disputed portion either (1) may be made by the Customer to the Company
during the ten (10) day payment period, in which case, any portion finally determined not
to be owing will be refunded by the Company with interest computed as set out abeve for
the period after the ten (10) day payment period, or (2) may be withheld by the Customer
until the dispute is finally resolved, in which case, the Customer will pay the amount finally
determined to be owing with interest computed as set out above the period after the ten
(10) day payment penod.

In the event of non-payment of a bill by Customer, Company shall have the right to
terminate service sixty (60) days subsequent to the date of the bill. Company shall be

required to notify Customer in writing of its intent to terminate service for non-payment of

bill at least thirty (30) days prior to the actual date of termination of service.

ARTICLE. 9. Continuity of Servi

The Company shall exercise due care and diligence to supply electric service
hereunder free from interruption; provided, however, the Company shall not be responsible
for any failure to supply electric service, nor for interruption, reversal or abnormal voltage
of the supply, if such failure, interruption, reversal or abnormal voltage is without negligence

on its part. Whenever the integrity of the Company’s system or the supply of electricity is
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threatened by conditions on its system or on the systems with which it is directly or indirectly
interconnected, or whenever it is necessary or desirable to aid in the restoration of service,
the Company may in conformance with sound operating and engineering practices and with
the application of standards no more interruptive than applied ir service to its retail
customers in like circumstances; curtail or interrupt electric service or reduce voltage to

some or all of its Customers and such curtailment, interruption or reduction shall not

constitute negligence by the Company.

RTICLE 10. Liabili

Each party hereto expressly agrees to indemnify and save harmless and defend the
other against all claims, demands, costs or expense for loss, damage or injury to persons or
property in any manner directly or indirectly connected with or growing out of, the
generation, transmission or distribution of electric energy on its own side of the point of
delivery hereunder, unless such claim or demand shall arise out of or result from the

negligence or willful misconduct of the other party, its agents, servant or employees.

ARTICLE 11. Delivery Voltage
The delivery voltage at each point of delivery shall be that generally available in the

area that service ic desired; provided, however, where more than a single voltage is available

¥

the Customer shall have the right to select the delivery voltagi:.

Y
8

B e
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The Company and Customer shall maintain close coordination with respect to future
delivery points in the interests of system reliability and overall economics. Each party will
endeavor, to the extent practicable, to keep the other party advised of significant

developments related to their respective power supply facilities.

ARTICLE 12, Prumits and_Eascinents

The customer shall furniah the Company with all permits and easements which are
hecessary for the construction and maintenance of the facilities required for delivery of
service to the Customer’s substation. The obligations of the Company and the Customer are
subject to and conditioned upon their securing and retaining all permits and eascments and

other rights and approvals necessary for service to be rendered.
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FLORIDA POWER CORPORATION
SERVICE AGREEMENT FOR
TRANSMISSION SERVICE RESALE
RATE SCHEDULE T-1

Dated:

Parties: Flonda Power Corporation
3201 - 34th Street South
Post Office Box 14042

St. Petersburg, Florida 33733
(The Company)

and

(The Customer)

1._Scope of Service Agreement
The Company agrees, subject to availability, to fumnish transmission service to the
Customer, and the Customer agrees to purchase and pay for such service. The terms on
which the transmission service is offered and accepted are set out in the following exhibits:
(@) Exhibit A, The applicable rate provisions for service under this Agreement
are contained in the "Transmission Service Resale Rate Schedule T-1"in the
Company's FERC Electric Tariff, Second Revised Volume No. | or as the
same may be amended from time to time or superseded pursuant to the filing

and other provisions of the Federal Power Act. The "Transmission Service
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(©)

Resale Rate Schedule T-17in the taniff as in effect froin time to time is hereby
incorporated by reference and made a part of this Agreement as Exhibit A,
Exhibit B, The general terms and conditions of service under this Agreement
as set out in the "General Terms and Conditions for the Purchase of
Transmission Service Resale Rate Schedule T-17 in the Company's FERC
Electric Tariff, Second Revised Volume No. | or as the same may be
amended from time to time or superseded puisuant to the filing and other
provisions of the Federal Power Act. The "General Terms and Conditions for
the Purchase of Transmission Service Resale Rate Schedule T-1°in the tanff
as in effect from time to time is hereby incorporated by reference and made
a part of this Agreement as Exhibit B.

Exhibit C, Supplemental Service Specifications for Transmission Service
under this Agreement are set out in Exhibit C attached hereto. Exhibit C may
be amended or supplemented as agreed upon by the Company and the

Customer.

2. Term of Agreement,

This agreement shall become effective on ,19__, and remain

in effect thereafter until and unless terminated by either party in accordance with Article 3
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or Article 8 of the General Terms and Conditions of the Transmission Service Rate

Schedule.

3. _Addresses.

The address of the Company for written communication is 3201 - 34th Street South,
Post Office Box 14042, St. Petersburg, Florida, 33733, (Correspondence should be directed
to the attention of the Manager, Energy Control.)

The address of the Customer for such purposes is:

4, Successors,

This Service Agreement shall inure to the benefit of, and shzll bind, the successors

of the parties hereto but shall not be assignable.
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IN WITNESS WHEREOF, the parties hereto have caused this instrument to be

exccuted by their respective authonized officials.

(Customer)
By
(Title)
Attest:
Dated:
FLORIDA POWER CORPORATION
(Company)
By
(Title)
Attest:

Dated:
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EXHIBIT C
SUPPLEMENTAL SERVICE SPECIFICATIONS
FOR TRANSMISSION SERVICE
RESALE RATE SCHEDULE T-I

Customer:

Point(s) of Delivery:

Dchvery Faciliies at Point(s) of Delivery (this designation is to be used in billing under

Exhibit A of this Agreement): ) —

(Note: If multiple points of delivery other than interconnections covered by separate
agreement are involved in rendering transmission service, attach additional
page(s) to this Exhibit C listing the points of delivery and the delivery facilities
at each point.)

It is the intent of the Company and the Customer that transmission transactions under this
Agreement be arranged between them as the opportunity for them occurs and as they serve
the parties’ mutual benefit. Specific firm transactions for time periods of one year or less
and all non-firm transactions may be arranged orally, unless either party requests written
agreement or confirmation. Specific firm transactions for time periods of more than one

year shall be covered by the execution of a Supplement to this Exhibit C. (All such

Supplements shall be numbered consecutively.)

AGREED this day of , 19
FLORIDA POWER CORPORATION
(Company) (Customer)
By By
(Title) (Tide)

SUPPLEMENT NO. ___ TO EXHIBIT C
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SUPPLEMENTAL SERVICE SPECIFICATIONS
FOR TRANSMISSION SERVICE
RESALE RATE SCHEDULE T-Il

Customer:

(Note: To be executed only for specific firm transmission transactions for time periods of
more than one year. If no such transactions are anticipated during the initial operations
under this Agreement, please enter "None" on the first line below and do not execute this

Supplement.)

Customer’s Power Supplier:

Point(s) of Receipt on Company's System:

(Note: If point(s) of delivery for firm transmission service under the supplement are not the
same as those set forth in Exhibit C, attach additional page(s) to this supplement listing
point(s) of delivery involved in the transaction covered by this supplement specifying
allocations of power, if any, to each delivery point.)

Duration of Commitment;

Contract Demand:

(Note: If the commitment involves delivery of an ownership share of a generating unit, the
initial contract demand shall be based on the nominal capacity rating and, thereafter,
adjusted as appropnate to reflect subsequently established ratings.)

Addenda:
AGREED this day of , 19
FLORIDA POWER CORPORATION
(Company) (Customer)
By By

(Title) (Tide)
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FLORIDA POWER CORPORATION

DOCKET NO. 930676-El

REBUTTAL TESTIMONY OF
JEFFRY POLLOCK

Please state your name and business address.

Jeffry Pollock; 7730 Forsyth Blvd., St. Louis, Missouri 63105,

Are you the same Jeffry Pollock who has proviously filod Direct

Testimony on behalf of Florida Power Corporation (FPC) in this docket?

Yes.

What is the purpose of your rebuttal testimony?

I shall respond to certain allegations raised in the testimony and exhibit
of Mr. John B. Ramil on behalf of Tampa Electric Company (TECO).
Specifically, Mr. Ramil alleges that TECO's "retail Customers will still be
better off by approximately $16.3 million, as a result of our obtaining
these two power supply agreements.” (Testimony of John B. Ramil at
Page 7, Lines 13 through 17.) | shall demonstrate the serious flaws in
Mr. Ramil’s cost-benefit analysis which, when corrected, result in a net

loss to TECQO's retail customers.

Second, Mr. Ramil states that FPC has consistently overlooked the fact
that the Transmission Project "...was necessary, indeed absolutely

essential, for us to obtain the benefits of these two power supply
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agreemants.” (Tastimony of John B, Ramil at Page 171, Lines 8 through
12) This statement by Mr. Ramil falsely assumes three things: (1) that
TECO's retail customers will benefit from the Tranamission Project; (2)
that the failure to construct the 69 kV transmission line would
necessarily prevent TECO from providing powaer to the two cities at the
prico agrood upon; and (3) that tho Commission should somoahow
overlook its obligation to protect the interests of and avoid injury ‘o

ratall cuntomars. (Tostimony of Joho B Ramil ac Page 18, ines 9

through 12.)

Mr. Ramil also Implies that thoe issues raisod In this Dockot can be dealt
with in TECO's noxt rotail rato caso. (Tostimony of John B. Ramil at
Page 29, Lines 8 through 15; Page 37, Line 12 through 1€.) My
response is that neither the Commission, the utilities nor retail
customers in this State can afford to wait until TECO’s next rate case

to resolve this issue.

Finally, Mr. Ramil’s claim that direct transmission service would solve
the dilemma facing a transmission dependent utility (TDU) is false.
(Testimony of John B. Ramil at Page 20, Lines 3 through 10.) Any
disadvantage otherwise resulting from the cities being transmission
dependent is greatly diminished by the transmission access provisions
of the Energy Policy Act of 1992 and FPC’s willingness to wheel

electric power and energy. Also the excessively long (21 year) term of
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the Fort Meade/Wauchula contracts merely transfers any such

"dependence” by the cities from FPC to TECO. In tact, it TECO
completes its proposed project, the two cities actually become more
transmission dapandont on o winglo powar suppher (TECO) than would

ho tho caso by rolying on 115CO for wholosale powe: and on FPC

trannenlanion norviceo.

Q. Are you sponsoring any exhibits in connection with your raobuttal

testimony?

N You. | o wpansoring Exhibi (JE 8. Thin oxtubit s hosod on
analysos that woro proparod undor my ditoct suporvision. Acopy ol thin

axhibit s nttachod to my profilod robuttal tostimony.

The Commission Should Resolve Now
the Issues Raised in FPC’s Petition

Q. Why shouldn’t the Commission wait until TECO’s next rate case to
resolve the issues raised by FPC’s Petition in this docket?

A. As stated in my direct testimony, only by acting now can the
Commission be assured that it will prevent the harm to both FPC and
TECO retail customers which will result from the unnecessary
expenditure of capital for the TECO Transmission Project. This will
protect the interests of TECO’s retail customers since they will not have

to bear the costs of a transmission line which is duplicative and
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uneconomic, and FPC’s retail customers will continue to benefit from

the revenues derived from transmission service.

As was demonstrated in Exhibit __ (JP-7) attached to my direct
testimony, the annual cost of wheeling through FPC is only $289,000
on a lavelized net present value basis. By contrast, the levelized annual
revenue requirement of the Fort Meade-Wauchula 69 kV transmission
line is over $2.3 million, nearly eight times greater than the wheeling
cost. Thus, retail customers will benefit it the Cormimission onjoms

construction of the line.

Unless TECO would agree to have its shareholders absorb this annual
$2.0 million of excess cost to construct the Transmission Project
($2.313 million less $.289 million), it will be rolled into TECO’s overall
transmission cost of service. A portion of this excess cost will be
allocated to the FERC jurisdiction. This will result in higher rates paid
by the two cities. Thus, if the Commission grants the relief sought by
FPC in this Daocket, the cities will also benefit because the wholesale

cost of service will be lower.

By pursuing a lower cost option (i.e., wheeling) rather than constructing
a duplicative and uneconomic transmission line, TECO is more likely to
be allowed to recover all costs associated with the sales to Fort Meade

and Wauchula. This is because wheeling, like any other transmission

-4 -
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cost, would be a reasonable and necessary expense of providing service

to the two cities. Full cost recovery would mean that TECO and its
shareholders would benefit if the Commission grants the rehef sought

by FPC in this Docket.

In summary, the Commission, by acting now rather than waiting to
rosolva thig tssuo in TECQO's noxt rato caso, can protect tho imtornsis ol

the retail customers, the two cities, FPC and TECO

Are there any othar reasons why the Commission should act in this

dockat to resolve tho Issuos raisod In Florida Powaer'« potition?

Yes. The Commission has historically acted as o "surrogate”™ lot
competition. With the trend toward more competition in the utility
industry, it becomes essential for the Commission to establish policy
guidelines to avoid the very problem raised by FPC’s petition; namely
the construction of a duplicate and uneconomic fransmission line.
Commission inaction could be misinterpreted as allowing parties to
circumvent its authority to review the need for facilities to ensure their
compatibility with the "Grid" law. Failure to clarify the meaning of the
"Grid" law now could therefore lead to other potentially duplicative and
uneconomic generation, transmission and/or distribution faciliti2s. It
could also erroneously imply that utilities can build unneeded facilities

regardless of the impact on retail customers. To the extent that other

utilities seek to force retail customers to underwrite these duplicative

-
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and uneconomic investments, the real beneficiary of competition would

be utility shareholders at the expense of rotail customers. It would be
ironic In tho oxtromo il compotition waoro sbused to henelit only utility

shareholders, rather than hold rates down for retail customers.

TECQ’'s Cost-Benefit Analysis is Wrong

Q.

A

Have you reviewad tho cost-bonofit analysis sponsorad by Mr. Ramil?
Yos. Mr. Ramil’s cost honotit annlysis s providod i shibit No

(JUR 1), Documont Noo 2, Page 3 According to Mo il s analy e
bocnuno the Fort Moade and Waachuls non fuel tevenues would be
$33.9506 million, while tha transmission e rovenun coquitmnnnt would

bo only 817.6L0 milllon (hoth on e cumulative net present worth basis),
retail customers allegedly would be almost $16.3 million better off

because TECO secured these two power supply agreements.

Is Mr. Ramil’s analysis correct?

No. Mr. Ramil compared the non-fuel revenues to be derived from sales
to Fort Meade and Wauchula only to the cost of constructing the 69 kV
Transmission Project. This comparison is misleading and wrong. For
example, it ignores all incremental generation and transmission plant
costs and corresponding expenses that will be incurred to provide firm
service to Fort Meade and Wauchula. By ignoring these costs, TECO

has made the implicit assumption that the Fort Meade and Wauchula
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power supply agreements would have no impact whatsoever on future

generation and transmission planning. This is certainly not the case

First, the Fort Meado and Wauchula londs are firm. This moans that v
Fort Meade and Wauchula loads are considered by TECO in assessing
the reliability of both the generation and transmussioa system. It is the
projected firm demands that determine how much generation capacity
TECO requires to maintain reliable service to all of its customers,,

including Fort Meado and Wauchula.

Second, TECO Is planning to add gonaration capacity over tho next ter
years. The Fort Meade and Wauchula power supply agreements are for

a 21-year term.

Third, the fact the TECO is projecting to build new generation capacity
means that it will not have surplus capacity from wktich service can be
provided to Fort Meade and Wauchula. However, even if TECO were
projecting to have surplus capacity throughout the entire 21-year term
of the Fort Meade/Wauchula contracts, Mr. Ramil’s analysis would still
be flawed. This is because he failed to consider non-fuel variable
operation and maintenance (O&M) expenses associated with thesc sales

in his cost-benefit analysis.
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Finally, Mr. Ramil's analysis is also based on the false assumption that

the sales to the two citios will inovitably alloviiite the rovenue

responsibility borne by retail customers.

Is there a logitimate reason for excluding generation and transmission
plant costs from the cost-benefit analysis?

No. TECO s, In fact, planning to add gonaration capacity duning tha 21
yoar torm of tho Fort Moado/Wauchula contracts. Further, tho citios
nlso roquite the une ol THCO s high valtage tonnnmisadon ayatom in
addition to tho 69 kV transmission lino 1o racoive fim sorvice fLom
TECO. Tho Inclusion of hoth genertation and transmission plant costs is
also conslatont with cost banofit analysos conducted for various
conservation and non-firm service options. Thus, there is no legitimate
reason for excluding generation and transmission plant costs from the

cost-benefit analysis.

Is Mr. Ramil correct in stating that TECO’s retail customers will
inevitably benefit because the non-fuel revenues in excess of the
Transmission Project revenue requirements will make a contribution to
fixed costs?

No. As mentioned previously, Mr. Ramil understated the fixed costs by
ignoring generation and transmission plant in his cost-benefit analysis.
However, even assuming that TECO would have surplus generation and

transmission capacity throughout the 21-year term of the Fort Meade/

-8 -




6

8

11

12

13

14

15

16

17

22

23

24

Wauchula contracts, it still does not follow that retail customers would

benefit from thase incramantal wholesalo sales.

Mr. Ramil cites the Commission’s decision in TECO's 1985 rate
proceeding, Docket No. 850050-El, as providing an incentive for the
Company "to pursua, to the greatast extont possiblo, revonuoes from off
system sales in order to encourage the Company to make the fullest use
of its gonarating capocity.” (Tostimony of John B Ramd, Pagoe 8, Lines
O through 11 The ranlity of that cose wirs that ot e tine TECO T
substantinl surplus gonorating capncity which wans not noodod 1o mont
tho noods of Its ratall customers. Consoequantly, the Comrmission set
aside the costs associated with 214 MW of capacity associated with
TECOQO's Big Bend Unit No. 4 in determining retail revenue requirements.
In other words, retail customers were not supporting the costs
associated with this 214 MW of Big Bend Unit No. 4 capacity in base
rates. Thus, any sales made from this surplus capacity would have

benefitted TECO's shareholders, not retail customers.

Applying this same regulatory principle to Mr. Ramil’s cost-benefit
analysis, which implicitly assumes that TECO will have surplus capacity
throughout the 21-year term of the Fort Meade/Wauchula contracts, it
doesn’t follow that pursuing these sales would alleviate the cost
responsibility borne by retail customers. It is equally plausible is that the

Commission would simply take this surplus capacity into account by

-9.
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excluding the associated costs from retail base rates. Thus, any «ale of

surplus capacity would only benefit TECO's sharcholders.

Have you corrected Mr. Ramil’s cost-benefit analysis to include
generation and transmission costs?

Yes. A corrected cost-benefit analysis is provided in Fxhibit _ (JP-8).
Columns 1 and 6 were taken directly from Ramil’s Exhibit
(JBR-1), Document No. 4. In order to incorporate generation and trans-
migslon costs Into the analysis, | calculntad thae pec antt ravonooe
requirement associated with these functions using the stipulated Cost
of Service Studies (Late Filed Exhibit Nos. 98 and 9S) from TECO's last
base rate case, Docket No. 920324-El. The derived
generation/transmission plant cost is $147 per kW-year. The
generation/transmission plant cost associated with Fort Meade and
Wauchula (Column 4) is the product of the generation/transmission plant
cost per kW-year (Column 3) and the projected average monthly Fort
Meade/Wauchula loads (Column 2). The total revenue requirement
associated with the Fort Meade/Wauchula sales is shown in Column 5,
which is the sum of Columns 1 and 4. Comparing the total revenue
requirement (Column 5) to the Fort Meade/Wauchula nonfuel revenues

(Column 6) yields the net benefits, which are shown in Column 7.

-10 -
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As can be seen, the net benefits are projected to be negative in all 21

years of the contracts. On a cumulative nat present value hasis, tho net

hanafits to rotall customaorn would ho o pogative 816321 mitllion

Atvarloun plaooa in hia teathuany, Me lamil alloges that 1t was 11 G0 's
commitmont to bulld a tranamission lino thot provantod the loss of thesoe
two wholosale trnnsactonas. I thin commitment a factor that the
Commiasion should conasldor In avalunting FPC's potition?

ol aoggont to the Compdanton that, an o policy oattor thin e ool
noralovant foetor e analyaln foday of wwhothor tha peogesaad projoct i

mnneenombe dopieation™ ot wiceelnting iy

TECO now has wholesale power contracts with both of the cites.

It is difficult to understand why the cities would not continue to
accept service from TECO without the transmission line, so long as the
price factors remain the same. As | have explained, any wheeling costs
incurred by TECO on behalf of Ft. Meade and Wauchula are likely to be
considered reasonable and necessary expenses. The cities will not have
to pay two transmission charges because TECO is apparently obligated
not to seek any further reimbursement from the cities for wheeling costs

after July of 1995.




I

14

15

16

17

18

19

20

21

22

23

TECO'’s Claim that Direct Transmission Service was Necessary
to Offset the Disadvantages and Uncartaintics of a
Transmission Dependont Utility s False

Q.

Mr. Ramil and the citles’ witnesses have also discussed at length the
valua the citias alloagodly placed on "direct tranusmission service”
claiming that tranamission dopondant utilitien, like tort Moado nnd

Wauchula, aro concornod nbout bolnglockod out ol tho caompaotitive hulk

powar markot by a tranamisslon controlling utifity that could uan Ita
transmiassion market powor to favor ita own gonoration.  Should the
cltlon’” daonlron tor diract aarvice from Ita wholeanlo supplior ha
consldorod by tho Commiasion In ovalunting whothor tho proposod
GO projaatta an "unaoonomle duplication™ of 119G a oxdating facilition?
No. Mr. Ramil totally lgnoros tho transmission nceoss provisions con
tained in the Energy Policy Act of 1992 (EPAct), which was enacted
last September. The EPAct amended Section 211 of the Federal Power
Act as follows: "Any electric utility, Federal power marketing agency,
or any other person generating electric energy for sale for resale may
apply to the Commission for an order under this subsection requiring a
transmitting utility to provide transmission services (including any
enlargement of transmission capacity necessary to provide such
services) to the applicant.” Thus, contrary to Mr. Ramil’s testimony on
Page 16, Lines 18 through 21, wholesale power purchasers can enjoy

the full options available to them as are available to other entities.
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The Federal Energy Regulatory Commission (FERC) also has the

authority to order a transmitting utility "to provide wholesale transmis-
sion services at rates, charges, terms, and conditions whick perrnit the
recovery by such utility of all the costs incurred in connection with the
transmission services and necessary associated sorvices, including, but
not limited to, an appropriate share, if any, of legitimate, verifizble and
economic costs including taking into account any benefits to the
transmission system in providing the transmission service, and the costs

of any enlargemant of transmission facilities."

Tho bottom ling Is that FPC could not rofuso to wheel oloctric powaor
and energy on behalf of the cities of Fort Meade and Wauchula.
Further, as discussed in Mr. Nixon’s testimony, the cities could initiate
a filing at the FERC and play an important rale in determining the rates,
terms and conditions under which FPC would provide transmission

service.

All of this assumes, without evidence, that FPC would be unwilling to
provide transmission services at reasonable rates. Mr. Nixon’s
testimony demonstrates the contrary. Further, as Mr. Ramil concedes,
TECO currently wheels electric power and energy to support other of its

wholesale power sales (Testimony at Page 23, Lines 4 - through 6).

- 1% «
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Would the construction of the Fort Meade-Wauchula 69 kV transmisaion

line result in the cities baing lass transmission dependant?

No. As Mr. Stillwagon testifios, presont plans call for the romoval of
FPC's existing interconnections with the two citios. Further, no

provisions have boon mado to roastablish an intarconnoction with FPC

By oliminating tho FPC interconnaction, tho citins will have given awiry
their leverage to negotiate more favorable transmission rates, terms and
conditions from TECO. Finally, In oxchongo for ditoct transmision
sarvice, the two cities agreed to 21-year powar supply ogreamonts with
TECO. This s an axtromoly long contract tarm in this day and age with
the advent of exempt wholesale generators, qualifying facilities and
independent power producers. The excessive length of these two
power supply agreements, in my opinion, will make the cities even more
transmission dependent on TECO than would have been the case had
they remained as wheeling customers of FPC. Thus, | would not agree
with Mr. Ramil’s claim that direct transmission service was necessary
to solve the dilemma facing a transmission dependent utility. This is
therefore simply not a pertinent factor for Commission consideration in

this docket.

Does this conclude your rebuttal testimony?

Yes, it does.
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TAMPA ELECTRIC COMPANY

Corrected Cost-Benefit Analysis of
Fort Meade-Wauchula 69 kV Transmigsion Project
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Projectml
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Per Exhibit (JBR-1), Document No. 4
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FLORIDA POWER CORPORATION
DOCKET NO. 930676-El

REBUTTAL TESTIMONY OF
DONALD R. STILLWAGON

What is the purpose of your rebuttal testimony?

In my direct testimony, | presented data using Florida Electric Power
Coordinating Group (FCG) loadflow databank cases to describe the
adoquacy of tho oxIsting Florida Powar Corporation (FPC) transmission
facilitios In tho aroa that sorve tho cltios of Ft. Mondn and Wauchula. |
also presented reliability data based upon records kept by FPC’s System
Planning Department that demonstrated the availability of the
transmission lines serving the cities. Finally, my direct testimony
presented an analysis of the planned FPC improvements in the area,
and how they would affect the service to the cities. In this rebuttal
testimony, | will address statements by the Tampa Electric Company
(TECO) witnesses in their direct testimony which attempt to challenge

the information in my direct testimony.

In his direct testimony, TECO witness John B. Ramil discusses the FPC
transmission facilities. Does TECO consider the existing FPC facilities
currently serving the cities of Ft. Meade and Wauchula to be adequate

and reliable?
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Yes. In his direct testimony, Mr. Ramil states that TECO considered

using FPC transmission facilities not only Inltinlly but noarly throughout
the entire negotiation. (Testimony of Jahn B. Ramil, page 21, lines 4 -
20) This confirms that TECO also hollovos thae oxisting FPC ayntom to
be adequate and rellable. Further, Mr. Ramil states that FPC witness
Bischoff did not nood to discuss tho adoquacy and rolinbility of tho
oxisting facllitias, sinca TECO did not seak to contast the oporational
rolinbllity of any of Florida Powar’s tacllition oporating In tholr prosent
configuration, (Tastimony of John B. Ramll, page 32, lihos 15 - 23 nnd

pago 33, linos 4 - 0)

Apparently referring to my direct testimony In thase proceedings, TECO
witness T. Leonard Porter states that, "Mr. Stillwagon acknowledges
that momentary outages are a critical measure of reliability,” and then
states his opinion that this omission (of momentary outage data) by FPC
neglects an important part ;f system reliability. (Testimony of T.
Leonard Porter, page 22, lineé 3 - 12) Is this true?

No. Nowhere in my direct testimony do | state such a conclusion.
First, all power companies waht their customers to have reliable service
within a reasonable cost. FPC recognizes, as does the utility industry,
that the major economic impai:t to customers occurs for outages of a
duration longer than oné minute. Thus the FPC Planning Department
has assembled a historical data base containing this outage data for the

purpose of measuring this most important aspect of reliability. In my

a9 .
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testimony it is this data base that is discussed. However, FPC’s

Transmission Dosign Departmont doos maintain data on breaker and
switch operations which ca; be used to calculate line outages inciuding
momentary outages. This aatu baso Is used to monitor the historical
performance of lines, and to indicate whan problems may exist. FPC
does consider momentary onages important, and designs and maintains

its system to hold momentary outages to an acceptable level.

Doee the data baso which lnciudos momeontary outages Iindicate that the
lines serving Ft. Meade and Wauchula are reliable?

Yes. When this data Is exa;ﬁined for the line serving Ft. Meado, it is
found that over the last ten years the outage frequency is 5.4 per year
which includes 4.0 momenté_ry trips, and 1.4 outages with a duration

¥3

longer than one minute. Daté for the Avon Park - Wauchula 69 kV line

serving the City of Wauchu‘la, shows the outage frequency for the
period from 1981 to the present is 8.54 outages per year, comprised of
7.85 momentary trips and 0.69 outages of a duration longer than one

minute.

These outage rates compare té the FPC system average of 29.4 per 100
miles per year for all FPC 69 kV transmission lines, which would equate

to 4.6 outages per year for the 14.29 mile line serving Ft. Meade (which |
has 15.79 miles of exposure when tap lines are added), and 6.77

outages per year for the 23.03 mile line serving Wauchula. Thus, you

=3
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can sce that the historical performance of the FPC lines serving Ft.

Meade and Wauchula is very close to the system average of all FPC 69

kV lines.

Mr. Porter disputes that Ft. Meade and Wauchula enjoy loopned
transmission service. (Testimony of T. Leonard Porter, page 13, lines
22 - 25, page 16, lines 16 - 19) Can you explain how TECO and FPC
differ on this position?

Yes. Mr. Porter contends that since the 400 foot tap into the Ft. Meade
subhstation and the 300 foot tap into the Wauchula substation aro single
lines, the Cities do not enjoy "looped” transmission service. FPC will
agree that the respective 300 foot and 400 foot tap lines are not
looped, but the transmission system serving the taps s looped. since
each end connects to a source, and either of the cities can be served
from either end of the transmission lines that serve them. The question
here is whether having 300 feet out of 23.03 miles or 4C0 feet out of
14.29 miles "unlooped” is significant in terms of impact on reliability.

The answer to that question is clearly, "no".

In his direct testimony, Mr. Porter states that the proposed TECO 69 kV
lines will provide superior service to the City of Ft. Meade compared to
that delivered by the existing FPC transmission system (Testimony of T.

Leonard Porter, page 16, lines 9 - 12). Is this true?
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| believe it will be comparable to the service provided by the existing

FPC systom, rathor than suporior. Of moro importancae is tha fact that
the existing FPC transmission lines serving Ft. Meade and Wauchula aro
adequate and rellable. Thero I8 no need for anothar transmission line,
whether or not it may provide a marginally different performance. Mr.
Portor is basing his opinion on the substation upgrade at the City of Ft.
Meade substation and the design TECO Is using on their proposed 28
mile 69 kV line. The substation upgrade will provide a new terminal into
which to connaect the transmission line, thus eliminating tha singlo 400
foot tap lino that prosently exists. In addition, this upgrade will provide
suparvigsory control of tho lino switchos, which will raduce the switching
times when longer duration outages do occur. This substation
improvement by the City of Ft. Meade eliminates the exposure to
outages on the single 400 foot tap line that exists today. However,
using historical outage data, an outage of this short line section is
significantly less likely to occur than a terminal outage (an outage

caused by substation equipment).

The major concern | have with Mr. Porter’s contention that the TECO
line will be more reliable is that TECO’s design improvements will be
incorporated into a line that will be 28 miles in length. The proposed
improvements by the City of Ft. Meade to their substation cou'd be
made and the existing, much shorter, FPC line reconnected into the

substation. Further, later this year (in 1994) with the installation of the

-5-
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FPC Homeland switching station, the FPC line will be shortened from
14,29 miles to 6.11 miles. It is vary difficult to beliova that TECO can
construct a new 28-mile line that will be noticeably mora reliablo than

6.11 miles of the existing FPC 69 kV line.

Mr. Porter makes the point that the Wauchula switching station
proposed by TECO will reduce the number of momentary outages to

Wauchula. (Testimony of T. Leonard Porter, page 17, lines 11 - 20)

Why does this occur?

If TECO does not install a switching station at Wauchula with broakars,
thon any outngo of tho proposed 60-milo transmisslon lino will cause an

outage at Wauchula. By installing breakers, the exposure to momentary
outages is almost eliminated, since the lines to either side can trip
independently. However, Wauchula customers will still see veltage dips
which may cause "blinks,” since line faults will cause a voltage drop
until the breakers open and disconnect the faulted line. Currently,
Wauchula will experience the momentary outages on the 23.03-mile
FPC line. For longer duration outages on the line, FPC can quickly
isolate the line section with the problem by operating the supervisory
controlled switch at the Wauchula tap, and re-energize the other line,
restoring service. If TECO and Wauchula can justify the switching
station to reduce momentary outages, it could be added to the shurter

existing FPC line.
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Mr. Porter states that the proposed FPC Homeland switching stﬁbn

(1994) and the proposed Bowling Green 230/69 kV substatio‘
irrelevant to the issue of the proposed TECO line. (Testimony : A
Leonard Porter, page 22, linos 23 - 25, and page 23, linos 1 - 4) lh
true? -

Certainly not. The proposed FPC Homeland substatior improves the
existing FPC transmission system which serves Ft. Meade by reducing
the line exposure betwaon breakers from 14.29 miles to only 6.11
miles. Evan though thero Is no neod to upgrade tho capabliity of tho
oxisting line for the purpose of serving Ft. Meada, the city will benefit

from the 1994 construction of Homeland substation. The plannad
substation at Bowling Green (1996) is required to source the Ft. Meade
- Vandolah 639 kV line. In the event that future improvement of the local
system serving Wauchula is required, Wauchula will benefit by being
located only approximately 8.5 miles from this new 230/69 kV
substation, which is much closer than any other 220/69 kV source
substation. Therefore these projects are relevant since they further
demonstrate that there is no need for TECO to build a new 69 kV

transmission line.

Mr. Porter argues that the only facilities that FPC will have unused and
be required to remove are the 400-foot and 300-foot tap lines that serve

the Cities, and thus, he states that FPC will have no other facilities
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impact. (Testimony of T. Leonard Porter, page 15, lines 16 - 24, page

17 lines 22 - 25, and page 18, linas 1-3) s this trua?

No. FPC plannod and constructod its nlectric system to provide for
serving the Ft. Meado and Wauchula londs togothar with all the othor
londs sorvad by the FPC oloctric system. It Is not possible to split out
specific facilities that serve Ft. Meade and Wauchula since the electric
system functions as an integrated grid and portions of many facilities
are required to serve any load on the grid. Mr. Porter hon discussod
only tho anctual connoction fucllitlon, which nro only o small part of tho

focilitios plcturo,

Mr. Porter states you imply that only FPC owns and operates significant
facilities in southern Polk county. (Testimony of T. Leonard Porter, page
20, lines 7 - 13) Did you intend to imply that TECO does not own and
operate transmission facilities in the south half of Polk County?

No. The color map (DRS-1) provided in my prefiled direct testimony
clearly shows transmission awnership. From this map you can see that
while FPC owns the transmission facilities closest to Ft. Meade and
Wauchula, TECO also owns lines in Polk County. Further, the map
shows that North Bartow is connected to a TECO 230 kV line (and to
FPC’'s West Lake Wales substation via a 69 kV line). The map also
shows very clearly that Ft. Meade and Wauchula are well within the
FPC electric grid. The point | made in my direct testimony is that FPC

is the only transmission service provider within approximately 8 to 10

-8-
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miles of the Cities, that FPC is presently providing transmission service

to this area, and that FPC’s bulk (230 kV) transmission lines are the

closost to tho citios.

Mr. Porter states that it is common for utilitlos to own facilities within
the service territory of another utility. (Testimony of T. Leonard Porter,
page 20, lines 18 - 23) If this is true, how may such construction be
justified?

Such ownership is not unusual, and usually results when existing lines
are surrounded as new tarritorlal boundaries are developed, or when
express lines are built through a service territory to resolve an
inadequacy of the existing grid. Another situation that may occur iy
when territorial protrusions extend into adjacent utilities, and it is not
feasible for each utility to avoid the others’ service territory when

constructing new lines.

Mr. Porter states that FPC owns approximately 10 miles of 69 kV lines
which have been constructed within TECO's service territory in the
Trilby - Zephyrhills area. (Testimony of T. Leonard Porter, page 20, line
25 - page 21, line 5) If this is true, when and why did FPC construct
the line?

FPC initially constructed the line to serve local load. | am not certain of
the construction date of the original line; however, | offer Exhibit ____

(DRS-8), which shows the state electric system in 1955 when the

-9-
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system was composed of various 66 kV and 115 kV lines. This map
shows that FPC has the only lines in this area, indicating that perhaps
the TECO 69 kV line extending from TECO's River substation up to the
Dade City areas was constructed Iatér. FPC rocords indicate that the

FPC - TECO ties in the Dade City area were made in 1957,

Further, | offer Exhibit ___ (DRS-9), which is a map of the 1926 Florida -
Goorqln aloctric systam, which shows that FPC then had an existing 66
kV line connected to substations at Croom, Trilby, Dade City and
Zephyrhills, with no depiction of a tie to TECO at Dade City. The
present 69 kV line was constructed In 1976, and tho 0.52 and 0.54
mile connections to the cogeneration facility at Union Hall were added
in 1993. Transmission improvements were required to connect the
cogenerator into the system, whether FPC or TECO made the
connection. The TECO Dade City substation and transmission system
would have required modifications costing approximately the same as
the improvements to the FPC system. This cogenerator is very close to

a 69 kV line that FPC has owned for over 68 years.

It should also be noted that FPC has a 230/69 kV grid source point at
Zephyrhills North, immediately south of the area in question, and that
the TECO transmission support to the Dade City area is via a long 69 kV
line with a rating of approximately 63 MVA to the TECO River

substation located in Hillsborough County. The FPC transmission

-10 -
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system in the area normally supports the TECO transmission system in
the area, and if TECO waora to disconnoct from FPC, thoy would havao

a radial transmission system to their Dade City retail area.

Are you aware of other lines FPC may own through TECO service
territory?

Yes. | do not know of all such situations, but a major crossing is the
Higgins - Ft, Maado 115 kV double circuit lina, which was consatructod
In 1952 for the purpose of connecting tho (than) new Higgins Plant and
tho local FPC systom Into tho FPC Ridgo aron systom., From my
provious Exhibit ___ (DRS-B), It appoars this was nocossary, sinco thoero
were no other major facilities to conduct power from Higgins to Ft.

Meade.

Mr. Porter states that your line loading calculations fail to take into
account the single contingency power flow methodology when stating
flow reductions due to TECO removing the Ft. Meade and Wauchula
loads from the FPC system. (Testimony of T. Leonard Porter, page 24,
lines 13 - 18) Can you explain why you made the calculations as you
did, and how the methods relate?

Yes. In my testimony | list the peak loads on the lines in the 1993
system model, the contingency loadings in the 2013 system model, and

describe the "unloading” of the lines in the 1995 model. There was,

- 11 -
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The important thing to remember here is that the existing FPC

transmission lines are adequate to sorve the oxisting load and
anticipated future loads of the Cities and other local customers. There
is sufficient margin in the existing system to provide for single
contingency outages. There is no system need to remove load from the
lines to provide a margin for normal or contingency loads. Indeed, with
future local generation additions that are planned or under construction,
the local system is in a mode of exporting power. There is no need to
bulld now 69 kV transmission linos Into tho nron from outslde sourco
substations to support the local loads. Rather, the most likely future
development will be to strengthen the bulk grid to carry significant

amounts of power out of the area.

Does this conclude your testimony.

Yes.
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FLORIDA POWER CORPORATION

DOCKET NO. 930676-E!

REBUTTAL TESTIMONY OF
DR. ROBERT BRUCE PARENTE

What is your name, occupation, and business address?
My name is Robert Bruce Parente. | am an Electrical Engineer. My

business address is Post Office Box 241987, Los Angeies, California

90024-9787.

Are you the same Dr. Robert Bruce Parente who previously submitted

direct testimony on behalf of the Florida Power Corporation in this

docket?

Yes.

What is the purpose of your rebuttal testimony here?

The purpose of my rebuttal testimony is to rebut the direct testimony
of the Tampa Electric Company (TECQ) witnesses, John B. Ramil, T.
Leonard Porter, Warren May Jr., and Charles C. Saddler, Ill, and also
to clarify several matters they raised in reference to my direct
testimony. To do that | must first focus on the real issue of this docket:
The fact that the proposed construction by TECO of a 60-mile long 69-
kV transmission line to serve the Cities of Wauchula and Fort Meade

would be an uneconomic duplication of Florida Power Corporation’s




(FPC’s) existing adequate and reliable transmission facilities. It is

2 undisputed that FPC's existing 69-kV transmission lines serving the
3 Cities of Wauchula and Fort Meade are adequate and reliable. There is
4 no need for another transmission line to serve those two cities.

5

6 Although my intent is to rebut the testimony of the TECO witnesses by
7 refocusing on the central issue before the Commission, my rebuttal will
8 also address the specific issues raised by the TECO witnesses which
9 may serve to detract from the real issue in this docket.
10

11| Q. What main points of your direct testimony were criticized by the TECO

12 witnesses?

13 A. | summarized my direct testimony on behalf of FPC in six points as
14 follows:

15 "TECO'’s proposed line is a duplication because:

16 1. FPC'’s facilities already exist;

17 2. FPC’'s existing facilities already serve the cities of
18 Wauchula and Fort Meade;

19 3. FPC’s existing facilities have adequate capacity to serve
20 the cities of Wauchula and Fort Meade now and in the
21 foreseeable future; and

22 4. FPC’s existing facilities serve the cities of Wauchula and
23 Fort Meade reliably.
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22

23

"If TECO builds its proposed duplicate line, that would be an

uneconomic duplication of FPC's existing facilities because:
1. TECO’sincreased revenue requirements will exceed the
wheeling fees which TECO currently pays to FPC to use
FPC’s existing facilities, and
2. FPC's revenue requirements will not be reduced by
TECO'’s duplication of FPC’s facilities.”

(Direct Testimony of Dr. Robert Bruce Parente, page 7, lines 6 - 28)

None of TECO'’s witnesses disputed my first two points: That FPC's

facilities already exist, and those existing facilities aiready serve the

cities.

None of TECO's witnesses directly disputed my third point: That FPC’s
existing facilities have adequate capacity. Although Mr. Ramil observes
that, "Dr. Parente concludes that Florida Power’s existing facilities are
adequate to serve the Cities of Fort Meade and Wauchula, " he does not
dispute my conclusion. (Direct Testimony of John B. Ramil, page 34,
lines 8 - 10) Although Mr. Porter questions my use of the word "idle”
with respect to FPC’s existing facilities if the cities are disconnected, he
does not dispute my point that FPC’s existing facilities have adequate
capacity if the cities continue to be served. (Direct Testimony of T.

Leonard Porter, pages 27 - 29)
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The criticism by the TECO witnesses about my direct testimony that |
will address here begins with my fourth point: "FPC’s existing facilities

serve the Cities of Wauchula and Fort Meade reliably."”

What criticism by the TECO witnesses about your testimony regarding
reliability do you need to address?

Although Mr. Ramil states, "Tampa Electric did not seek to contest the
operational reliability of any of Florida Power’s facilities,” (Direct
Testimony of John B. Ramil, page 32, lines 21 - 23) Mr. Porter criticizes
my analysis of that reliability for not including momentary (less than one
minute) outages, and my discussion of line length in analyzing the
reliability of the proposed TECO 69-kV line. (Testimony of T. Leonard

Porter, page 30, lines 1 - 21)

Why are momentary outages excluded?

In my direct testimony, | referred to Mr. Stillwagon'’s testimony and his
statistics showing that Fort Meade enjoyed service 39.996 percent of
the time, and that Wauchula enjoyed service 99.995 percent of the
time. (Direct Testimony of Donald R. Stillwagon, pages 14-16) When
Mr. Porter criticizes those percentages, he is correct that Mr.
Stillwagon’s statistics do exclude momentary outages of less than one
minute duration; however, it is important for the Commission to
understand that, for the past twenty years this has been FPC’s standard

statistical practice for recording reliability data for all of its customers

-4.-
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-- not just the Cities of Wauchula and Fort Meade. Historically, Florida
Power has concentrated on significant non-momentary outages that
contribute to unavailability and has chosen not to include momentary

outages in these calculations.

As Mr. Stillwagon notes in his rebuttal testimony, FPC's Transmission
Design Department does maintain data on breaker and switch operations
which can be used to calculate line outages including momentary
outages. That data also indicates the FPC lines serving Wauchula and
Fort Meade are reliable. Mr. Stillwagon quite properly points out in his
rebuttal testimony that the total outage rates for Wauchula and Fort

Meade are comparable to FPC's system average.

What has line length got to do with reliability?

In my direct testimony, | stated, "Each individual lower voltage
transmission line’s reliability is related to its length, location, support
structures, protective relays, and circuit breakers. For example, the
longer the line, the more it will be vulnerable to lightning strikes, road
accidents, and the hunter who ‘mistakes’ the insulators on the support
structure for a deer.” (Direct Testimony of Dr. Rotert Bruce Parente,
page 15, lines 15 - 19) | also said that, "Because its longer lengths add
exposure to a contingency, TECQ'’s proposed line can be expected to be
less reliable than FPC’s existing facilities.” (Direct Testimony of Dr.

Robert Bruce Parente, page 29, lines 28 - 30)

-8 =
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Mr. Porter concedes that, "If all other things are equal, yes, the longer

the line, the more vulnerable they are to lightning strikes.” (Direct
Testimony of T. Leonard Porter, page 8, lines 14 - 15) Mr. Porter then
goes on to list the design features that TECO proposes to introduce to
offset and compensate for its longer line length. (Direct
Testimony of T. Leonard Porter, page 3, lines 15 - 21, page 6, lines 3 -

8 and 17 - 25; and page 7, lines 1 -3 and 7 - 13.)

When reading Mr. Porter’s list of compensating design features, the
Commission should not be misled into the false belief that FPC’s service
to the cities is not reliable, nor should the Commission be misled into
the false belief that TECO’s long line can provide the cities with more

reliable service than FPC short lines can provide.

Currently, FPC's lines are reliable. In the future, if some change made
them less reliable, then FPC could introduce its own list of
compensating design features and restore its reliability. FPC will always
enjoy a reliability advantage because of its shorter lines. For example:
®  [f the State of Florida were to suffer a change in climate such

that lightning strikes became far more frequent, then FPC

could restore its transmission reliability to the cities by

installing a switching station in the City of Wauchula, and by

adding supervisory controlled substation switches in the City

of Fort Meade substation -- just like the switching proposed

-6 -
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by TECO -- all for far less cost than TECO's proposed 60-mile
long 69-kV line.

u If the State of Florida were to suffer a population explosion
in woodpeckers or drunk drivers such that damage to wood
poles became excessive, then FPC could restore its
transmission reliability to the cities by phasing-in concrete
poles -- just like the concrete poles proposed by TECO -- all
for far less cost than TECO’s proposed 60-mile long 69-kV

line.

| am not saying that TECO’s proposed line cannot be reliable. | am
saying that, to achieve the same reliability as FPC's short lines, TECO's

60-mile long line must cost more.

What criticism by the TECO witnesses about uneconomic duplication do
you need to address?

Mr. Ramil states, "It is not until the last two pages of his testimony
that Dr. Parente states his basis for concluding that Tampa Electric’s
proposed facilities would be an ‘uneconomic’ duplication of Florida
Power’s transmission facility.” (Direct Testimony of John B. Ramil,
page 35, lines 7 - 10) In criticizing my conclusion that Tampa Electric’s
proposed line fails an engineering economics test, Mr. Ramil states that
my analysis looks only at the relative costs of two delivery options.

(Direct Testimony of John B. Ramil, page 35, lines 19-22) Then Mr.

-7-
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Ramil disputes that wheeling through Florida Power’s system and
Tampa Electric’s construction of its own transmission facilities were

interchangeable options. (Direct Testimony of John B. Ramil, page 36,

lines 4 - 8)

Mr. Ramil is quite right in that | did conduct an enginoering economics
test of two alternatives: Which costs less: (1) TECO paying wheeling
fees to FPC to use FPC'’s existing facilities? or (2) TECO building a

duplicative new transmission line?

Mr. Ramil is also quite right in that | needed less than two pages to
conduct that engineering economics test of the two salternatives: (1)
TECO paying wheeling fees of less than $300,000 per year to use
FPC’s existing facilities costs a great deal less than (2) TECO building

a new duplicative transmission line for $11.8 million.

Mr. Ramil is quite wrong, however, in disputing that "wheeling through
Florida Power’s system and Tampa Electric’s construction of its own
transmission facilities were interchangeable options.” They were, are,
and will continue to be interchangeable options. But construction of a
new 60-mile long TECO transmission line duplicating FPC'’s existing
transmission facilities is a far more expensive option than wheeling

power over FPC’s existing facilities.
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How does TECO claim that wheeling and construction were not

interchangeable options?

TECO claims that wheeling and construction were not interchangeable
options by maintaining that construction of a new transmission line was
essantial to get Fort Meade’s and Wauchula’s business. It appears,
however, that TECO acted upon the cities’ erroneous belief that building
a second transmission line would somehow alleviate perceived
disadvantages the cities associated with being a transmission dependent

utility.

The concerns of the cities with being transmission dependent utilities
were articulated by TECO witnesses Saddler and May. Mr. Saddler
states, "Fort Meade is a transmission Dependent Utility (TDU). Fort
Meade has no generation on its system and currently depends on its
single interconnect with Florida Power.” (Direct Testimony of Charles
C. Saddler, lll, page 2, lines 24 -25, and page 3, lines 1- 2) He adds,
"Transmission pricing and access is also a key concern to Fort Meade

. This issue has the potential, and | believe the threat, of forcing a
TDU like Fort Meade out of business.” (Direct Testimony of Charles C.
Saddler, lll, page 3, lines 15-20) Mr. May, from the City of Wauchula,
says that, "The City’s electric system has only one transmission tie to
the Florida Grid and insufficient generation on its own . . . the City is
currently dependent on a single transmission service provider, Florida

Power Corporation.” (Direct Testimony of Warren May, Jr., page 2,

-9-
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lines 14 - 20) Mr. May adds, "The potential is there for a transmission
service provider to make it economically and/or operationally infeasible
for a TDU to purchase power from any utility other than the
transmission provider.” (Direct Testimony of Warren May, Jr., page 3,

lines 3 - 25, and page 4, lines 1 - 2)

In fact, there is no basis for the fears expressed by Mr. Saddler and Mr.
May, because of the regulatory powers and policles of the Federal
Energy Regulatory Commission (FERC). Over the years, FERC has made
it clear that any utility which provides wheeling will not be allowed to
stop providing wheeling. FPC provides its wheeling under a FERC tariff.
Thus, FPC’s price for wheeling is set and essentially predictable.
Therefore, neither of the cities has any reasonable basis for fear as to
either access to FPC’s transmission service, or FPC’s price.
Nonetheless, Mr. Ramil reiterates, ". . . Tampa Electric’s judgement that
agreeing to build the transmission line was necessary to win the

business." (Direct Testimony of John B. Ramil, page 6, lines 7 - 9)

As a regulated utility, TECO cannot be naive about the FERC, its
policies, and the regulations and statutes under which it operates.
Thus, from Mr. Ramil’s admission, | conclude that it appears TECO
acted upon the Cities’ unfounded fears in order to win a contract by
agreeing to build an uneconomic duplication of FPC’'s existing

transmission facilities.

-10 -




Q.

All

Does this conclude your testimony?

Yes.
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