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April 25, 1997 

Ms. Blanca s. Bayo, Director 
Division ot Records and Reporting 
Florida Public Service Commission 
2540 Shumard Oak Boulevard 
Tallahassee, Florida 32 399- 0850 

Re: DetenDination of appropriate cost allocatio n and 
regulatory treatment of total revenue• Associated with 
wholesale sales to Florida Municipal Agency and City or 
Lokelond by Tompo Electric company; pocket No. t70171-EU 

Dear Ms. Bayo: 

Enclosed for filing in the above docket on behalf of Tampa 
Electric Company are t he original and fift0en (1 5 ) copies of ~he 

following: 

1. Direct Testimony of John B. Ramil; - ... .... .: { ... '" 

2. Dir ect Testimony and Exhibit of Karen A. Branick; and 
c '/ .:' ~ 'I 

3. Direct Testimony and Appendix of Douglas R. bohi. rl ·/ 1 '' 

Please acknowledge receipt and fil i ng of the a bove by stamp ing 
the duplicate copy of this letter and returning the s ame to this 
writer . 

Thank you for your aasistance in this matter . 

c;~a.duw;bjm 
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CQfiriQUI OJ IDUCI 
QUCIIf 10· 170171-IR 

I HEREBY CERTIFY that true and correct copiaa o! Taatimonisa 

of John B. Raail, Karan A. Branick and Oouqlaa R. Bohi on behalf of 

Tampa Electric Company have been !urniahed by hand delivery(*) or 

u. s. Mail thia 25th day of April, 1997 to the following: 

Ka. Lealie Pauqh• 
Stat! CounHl 
Diviaion of Leqal Service• 
Florida Public Service 

co-iaaion 
2540 Shuaard Oak Boulevard 
Tallahaaaaa, FL 32399-0850 

Kr • Gary Lawrence 
City of Lakeland 
501 Eaat Leaon Street 
Lakeland, FL 33101-!5079 

Vicki Gordo.n JCaufaan• 
McWhirter, Reevea, McGlothlin, 

Davidson, Riaf ' Bakaa, P.A. 
117 South Gadadan Street 
Tallahaaaee, FL 32301 

- 2-

Mr . Robert Willia .. 
PMPA 
7201 Lake lllinor Drive 
Orlando, FL 32809 

John Roqer Howe 
Office ot Public Counsel 
cto The Florida Legislature 
111 Weat Madiaon st., Rm. 812 
Tallahaaaee, FL 32399-1400 
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• Q. Please state your name and business address. 

t 

10 ~. My na.e is Douglas R. Bobi. My business address ia Charles 

11 River Aasociatea Incorporated, 1001 Pennsylvania Avenue, 

12 N.W., Suite 750 North, Wasbinqton, D. C. 20004. 

13 

14 0· By whoa are you .. ployed? 

u ~- I .. a Vice President of Charles River Associates 

17 Incorporated, an econoaica conaultinq firm with o!tices in 

11 Waahinqton, Boston, and Palo Alto . 

1t 

20 Q. 

21 

22 

23 ~. 

25 

Please describe your educational backqround and prior work 

expe.rience. 

I have been awarded a bachelor of science degree in 

econoaica froa I daho State University (1962) and a Ph.D. in 

economics !rom Waahinqton State University (1967). Pr ior 
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21 

22 

23 JL. 

24 

25 Q. 

positions I have held since receiving my Ph.D . i nc lude : 

Bconoaiet in the Ottice ot the Assistant Secretary ot 

Detenae tor Systems Analysis; Economist tor caterpillar 

Tractor Coapany; Proteeaor ot Economic• a nd Chairman ot the 

Zconoaica Department at southern Illino is University; 

Senior Fellow and Director o f the Energy and Natural 

kaaourcaa Division at Resour ces t or the Future, 

Incorporated; and Chief Economist and Directo1: ot tho 

Ottice ot Econoaic Policy at the Federal Energy Regulatory 

Co.aieaion. 

While at Resources tor the Future, I concentrated on 

research that would help expl ain how energy markets, 

including electricity markets, behave and how various kinds 

ot governaent regulation attect market etticiency. I have 

authored or co-authored eight books and numerous articles 

on varioua aspects ot energy markut behavior and e nergy 

policy issues. [My r6sum6 is attached as Appendix 1. ) 

Have you testified before the Flor i da Public Service 

co .. iaaion before? 

No, I bave not. 

On whose behalf are you testifying in this proceeding? 

2 



1 a. 

2 

I am teatifyinq on behalf ot Tampa Electric. 

3 II. POJlP088 .urD 8tJJOO.JlY OF '1'88'1'lXOilY • 

• 
I g. What i• the purpo .. ot your teatiaony? 

' 
7 A. 'nle purpo•• ot ay te•taony 18 to describe the basic 

I econoaic principles that should be used in determining how 

t the revenue• and co•t• associated with the wholesale sales 

10 of power to Florida Municipal Power Aqency (FMPA) and to 

11 the City of Lakeland (Lakeland) •hould be reflected in the 

12 retail juri•4iction. Ba•ed on these principles , both 

13 tran•action• are profitable in the sense that the 

14 additional revenues received will exceed the additional 

15 coat a incurrec1 to serve each of the two tt-ansactions. 

11 Thua, both aalea yielc1 net benefits. The Commission ahoulc1 

17 encourage these type• ot aalea and would, in tact, 

11 c1iacouraqe th- it the coat of theae tranaact J on a were 

lt i.Jiputed at their average coat: rather than their incremental 

20 C08t. 

21 

22 g. 

23 

24 &. 

25 

Pl .. •• au.aari&e your teatimony. 

My teatiaony uaes traditional economic analyaia to show 

that, to aaxiai&e economic efficiency tor the firm and tor 

3 
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20 
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22 

23 
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25 

society, tir»a should produce and otter tor sale any 

increaent of output where price (or, equivalently, averaqe 

revenue) at least covers the incremental CQats ot 

production, even it the price is less than the ~verage cost 

ot production. Put another way, i ncremental wholesale 

sales are profitable as long as they m.ake a contribution to 

fixed coats. This condition is satisfied by the sale of 

power to FMPA and Lakeland . 

The wholesale market tor power in Florida ia hiqhly 

competitive, iaplying that individual aellera auch as Tampa 

Electric are unable to deteraine the market price and must 

be willing to aell at a price that the market wil l bear. 

In their aasessaent of whether each individual transaction 

is profitable, sellers wi ll determine whether the price 

covers the incremental coat of production. Market 

efficiency is achieved it the seller with the lowest 

inc remental coat ia the one that makes the sale. 

If the Commiaaion requires t he imputed cost of wholesale 

sales to be set at everaqa coat rather tha n incramental 

coat, the correct efficiency condition will not be 

achieved. The !ira vith the lowest incremental cost tor 

the a .. w service may not be the one makinq the sale. 

Moreover, it the c ,ommiaaion AJ:.,liea an tnappropriate 



1 •tandard tor eval uati ng the benefit• ot vhole•ale eal•• t o 

2 tiraa under i t a juriadiotion, a d istortion wi ll b• c r e ated 

3 tavorinq tirae outside tba Coaaiasion's jurisdiction . In 

c particular, independent power produc ers and p ower market e rs 

5 vbo do not bave retail cu•to•ers will be able to sell 

• accordinq to their incr ... ntal co sts ot product i on . To t he 

7 extant that their incr ... ntal c osts are large r than those 

• ot juri•dictional tira•, the wrong tirms will be supply i ng 

' the .. rke t. 

10 

11 When the ~~&rket i s opa.r a tinq leas efficiently t han it 

12 should, electricity price• are h i qher than t hey ne ed to be. 

13 ~ a consequence, conauaara will u l tiaately bear the cont 

14 of market ine fficiency. Importantly, the retail cus tome rs 

11 of firaa that are unable to make wholesa l e sa l e o because ot 

1C the imputation ot av•raqe coats .. y be harmed a s will the 

17 ultiaate coneuaers ot vboles a le s ales. 

18 

1t III. acoMOX%C PRIMCIPLU . 

20 

u 0· 

22 

23 

24 ~. 

What types ot c oste vill you be dis cus s i ng in your 

testimony? 

I vill be d iscussinq a verage costs, a verage va riable costs, 

25 marginal costs, and i ncremental c osts . Moreover, 1 will be 

5 



1 4iaeuatinq th••• oo1t1 vithin the oont•xt ot 1 coapetitive 

2 vboleaale market. 

3 

4 Q • 

• 
• A. 

Why in the context ot a coapetitive wholesale market? 

Becauae the tranaactiona at iaaue are aales in the 

7 wholeaale power m.arket and, aa demonstrated in the Prepared 

I Direct Teatimony of Tampa Electric Witness John B. Ramil, 

9 the wholesale power market in Florida is very competitive. 

10 In particular, thia mean• that Ta111pa Electric is a 

11 pricetaker in the wnoleaale market, not a price setter. 

12 Tampa Electric muat be willing to aell i n t.he vholesale 

1J market at whatever price the market will beer. 

14 

15 Q. 

11 

17 

11 &. 

uo 

20 

21 

22' 

Define what you m.ean by average costs, average variable 

ooata, marginal costa, and incremental costs. 

Average coat raters to the cost per utait ot producing a 

particular l e vel o! outpu~ . It iE aimply total c oats o! 

production divided by the quantity ot output. Total costs 

include fixed coata, vbich a.re cowta of production that do 

not vary vitb the level o! output with i n the time frame 

2S und~r cona ideration, and var i able c o•t• Ar e c oats ot 

24. production that vary with the level of output. 

25> 

6 
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25 g. 

Average variable coat refers to the per unit variable coats 

ot producing a particula.r level of output . It ia simply 

total variable costa divided by the quantity of output . 

Marginal coat raters to the chanqe in total coat that 

results troa an increase ot on• unit of production. It 1a 

equal to the change in total colt divided by the chanqe in 

output. Since the change in output is one unit, it 1a 

aiaply the chan~• in total coat. Note further that total 

coat will chanqe only becauae of a chanqe in variable costs 

(since fixed costa are fixed). Thus, marqinal cost is also 

equal to the cbanqe i n total variable coats. 

Incr-e.ntal coat is a tara that is used in place ot 

aarginal coat when one wants to refer to a chango in output 

larger than one unit. This occurs because the transactions 

under consideration usually involve more than a single u.nit 

of elec-c.r ic 1 ty . Incremental cost ia calcu.1ated by the 

increase i n total coat (or, equivalently, the i ncrease in 

total variable coat) div i~ed by the increase in quantity of 

output. Since the i ncrease in total cost is divided by the 

change in output , the increase is averaged to obtain a per 

unit aeaeu:..e. 

The dist inction between fixed coats and variable coats is 

7 
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important in <1etininq thaae tanaa. Are acme costa always 

fixed coata and other• alwaya variable costs? 

No. What is a fixed coat or a variable cost depends on the 

tiae fraae under consideration, and the var i ability at coat 

within that tiae fraae. ror example, capital coata are 

oo .. only called fixed ooata, but within a very long time 

frame where expansion plana are being conaidered, these 

costa are variable. Similarly, !uel costs are commonly 

thought o! as variable coats, since more fuel must be 

burned to increaae output, but certain type• o! long-term 

contract• tor fuel purchaaaa may actually make some tuel 

coata !ixed within the time frame aet by the tuel contract. 

What time frame are you uaing tor your testimony? 

The time period ot relevance tor my t-atimony is determined 

by th• length o! ti.me needed to complete the wholesale 

power transaction• with FMPA and Lakeland. The FMPA 

tranaacti on ia !or baseload capacity that qrowa !rom 35 KW 

starting December 16, 1996 to 150 MW by March 15, 2001. 

The Lakeland transaction is !or 10 MW ot peakin; capacity 

that extend• !rom November c, 1996 through September, 30, 

2006. 

8 
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As indicated in the Prepared Direct Testimony ot Tampa 
Electric Witness Karen Branick, the FMPA transaction does 
not require an i ncrease in Tampa Electric' a system capacity 
to satisfy the transaction, nor doc!! the t ransaction force 
an expansion in Tampa Electric's system capacity to aatiaty 
retail cuatoaera or any ot Tampa Electric 's other 
contractual obligations. I n short, Tampa Electric's 
cap•city requirements are the same whether the sale to FMPA 

is conau.aated or not. Tbua, all capacity coats are fixed 
tor the of evaluating this transaction. 
:Incr .. ental costa are therefore aeasured by changes in fue l 
coats and variable O'M coats. 

Tbe Lakeland transaction involves 10 MW or peaking capacity 
that extends beyond Taapa Electric' a next planned 
expansion. The testimony of Taapa Electr i c Witness Karan 
Branick indicates that there ia uncer tainty about whether 
additional peaking capacity is required to meet the 
Lakeland obligation. Consequently, incremental costa are 
calculated with and without a capacity charge, plua 
additional fuel costa and o~ coats . 

Baaed on these definitions, at what level or output should 
a firm produce? 

9 



1 a. 
2 

s 

4 

I 

I 

7 Q • 

• 
' a. 

10 

The tira ahould continue to in=reaae production aa lonq aa 

the price received tor each inoreaent ot output covers the 

increase in coat required to produce that level ot output, 

aa lonq •• price covers average vari able costa of 

production. 

Pleaatt explain. 

The !ira should produce each increment ot output that 

inoreae .. ita protita or reduces ita loaaea. Since the 

11 fira will incur ita fixed coatB ot production no matter how 

12 much it decid .. to produce, the production decision is 

1J baaed on variable coata. The correct level of output can 

u be detera1ned by applyi.nq a ai.JIIple rulo to each increment 

15 of production under oonaiderat1on. Each i ncrement should 

11 be produced as long aa the price received tor that 

17 incr ... nt •ore than cover• ita incremental ccsts ot 

11 production. Aa long aa thia rule holds, each additiona l 

1t aale c:ontributea some aaount to fixed coats and tht- tirm 1a 

20 better ott. In other words, 1f the firm is making profits 

21 before the aale, the sale will add to total profits; if the 

22 fi.ra ia aaking loaaes before the eale, the ~ale will reduce 

21 tota~ lo••••· 

u 

25 Q. Do you •ean that different transactions may be charged 

10 
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different price• beoauae incremental costs charge with the 

nuaber of transaction•? 

Not naceaaarily. In a ooapetitive market, all transactions 

of a aiailar nature and entered into at the aame time would 

be ohar;ed the •••• price. Thia is beat illuatrated in the 

oaaa of a wholeaale apot market tor electricity, where 

thare aay be several buyers ot the oame collllllodity at the 

laJie ti.ae. If incr-ental coats ria• with the number ot 

auoh transactions, the price charged for all ot the 

tranaactiona ahould oovar the hiqheat incremental cost 

incurred. Inc1aac1, in a coapetitive apot market it is not 

poaaibla to charqa different pricea for the same collllllodity 

becauae of •arbitra9a. • The cuatomer r aceivinq a lower 

price could resell to a customer that is charqed a higher 

price, thua earning a profit, and reducing the ma.rket share 

of the oriqi.nal sellar. such arbitrage activities in 

competitive markets ensure that price diacrepanciea cannot 

parsiat tor vary long. 

The aaaa arquaent does not apply as easily in the case ot 

contract aalaa, because contracts tend to sp.1city unique 

oo .. oditiaa and bacauae contract. tand to ~ negotiated ot 

different point• in tbe. 

11 



1 Q. 

2 

3 

4 a.. 

5 

I 

7 

• 
' 

Wby would price• vary tor different aervicQI or tor the 

aue aervicea arranqed at different times? 

Different aervicea aay involve different coata, in which 

caae they warrant different pricea. One example ia the 

apot aale ot enerqy veraua a controot aale of capacity. 

Another example ia the difference between a contract aale 

of 10 MW of baaeload povar and a contract tor 10 MW of 

paakinq power. The latter example indicate• why the 

10 pricinq of baaeload power tor FMPA d i ffers from the pricing 

11 of peaking load tor Lakeland . 

12 

13 In the caae where the aaae aarvicea are arranged at 

14 different tiaea, pricea aay vary beca use costs of 

11 production change. For example, fuel prices can change 

11 over tiae eo that the incruental cost of different 

17 tranaactiona wi ll chanqe. Evan if fuel prices do not 

11 chanqe, the fuel costa of plant• in the dispatch order 

1t required to aerve peak loada will typically be hiqhftr than 

20 the fue l c oata at off-peak tiaea of day. 

21 

22 Q. 

n 

24 a.. 

25 

What ia the aiqnificance of averaqe coata in this analysis? 

The relationahip between price and average cost i s 

iaportant for dete rmini ng wbethar t o produce at all, but it 

12 
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g. 

doaa not dataraina how aucb to produce. It the average 

revenue earned troa all aalea is below average coat , the 

tira ia inourrin9 loa .. s and aay eventually be forced to 

abut down. However, aa lo"9 a.a the tina auat pay ita fixed 

coat• and it ita price ia above the variable coata ot 

procSuotion, it paya the tina to continue operating in orde.r 

to pay tor aoae of ita fixed coats. 

Thua, the ::-elationahip between price and average coat 

detenainea whether to produce, while the relationahi~ 

between price and increaental coat determines how much to 

produce. 

In a requlated conte.xt, the tina's avansqe coats are 

covered by revenue• froa retail sales and the issue is 

whether to produce a:n additional a~~ount tor sale into the 

wholesale aarket. It incr..antal coats ot wholesale sales 

are covered by incr .. ental revenues, retail customers will 

not be subsidizing wholesale aalett . 

Would a requir ... nt that all utilities pric e their 

Wboleaale aalea at average coats, rather than incremental 

coata, hr.ve neqative iaplicationa tor the etticiency ot the 

elect.ric industry in the state of irlorida? 

13 
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1.. Yea. A8 I have explained, !irma should deter.ine how much 

they proc!uoe according to their incremental costa, not 

their average costa. It decisions about wh ich firm 

suppliea the wholeaale aarket are detenained by average 

costa rather than incraaental costa, it ia poaaible that 

the fira with higher coata would be aupplying the market, 

and that the vholeaale price ot electricity would be higher 

than necessary. Exceaaive prices in the wholesale market 

ultillately aean that retail pric .. will be excessive as 

well. The negative etfecta ot exceaaive electricity prices 

go beyond the reduction in welfare of conaumera to include 

more general adverae implications !or employment and 

productivity in the atate of Florida. 

Por example, auppoae that Fira A haa lower average costs 

than Fira 8, but hi gher incraaental costa. It wholesale 

tranaactiona are to be •valuated on the rasis of relative 

average costa, Fira A would supply the market; it 1 !however 1 

incremental costa were compared, Firm B would supply the 

aarket. Such a comparison would be possibls it Firm B 's 

average coats include larger fixed costs than Firm A's 

average coats. But differences in t ixed co.sts are 

irrelevant for detendning which t irm should supply the 

aarket since fixed coats will be incurred whether the sale 

ia made or not . The compariaon ahould be made on the basis 

14 
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Q. 

A. 

ot the incremental co1t1 incurred and , on this basis, Firm 

B lhould 1upply the market. The profit (or contribution to 

fixed co•ta) re1ultinq fro• the aale made by Firm B would 

be larver than the corre1pondin9 amount resulting trom the 

•ale aade by Firm A. 

If Firm A 1uppliea the market rather than Firm B, the price 

of wholeaale electricity in the at~te ot Florida would be 

higher than nece11ary. The price of electricity paid by 

retail ouatomer1 would al1o be higher than necessary. By 

choosing an inappropriate criterion tor determininq who can 

aake the 1ale, therefore, the electric i ndustry is forced 

to operate leas efficiently than it othe.rwise could and 

conaumera are forced to pay higher prices than are 

necea1ary. 

If eome firma muat impute their costs tor wholesale sales 

at average costa, while other tirms may use incremental 

coats, ie there likely to be an uneconomic bias against 

those using average coats? 

Yes. Suppoae I.o.u.a in the atate of Florida must eva l uate 

decisions to sell in the wholeaale market on the basis ot 

average costa, while i ndepe.ndent power producer a and 

marketer• are a llowed t o make the evaluation on the basis 

15 



1 of incr ... ntal coat• . As indicated in the example above, 

2 the incr-ental costs o! the I.O.U.s may be relatively 

3 lowe.r, while the average coat• may be relati ·.:ely hiqher, 

4 than the independent power producers and marketers. This 

5 can happen because the I.o .u.s have hiqher !ixed costs, but 

a fixed ooata are irrelevant to the decision to make the 

7 wholesale sale. Thus, the I.O.U.s may be unable to compete 

1 in the wholesale market even thouqh the I. 0. u. 's 

t incr .. ental costs tor the sa•e aervica may be lower than 

10 co11petinq incre•ental costs. Hot only is market a!! iciency 

11 haraed, but the I.O.U.s are unfairly treated relat ive to 

12 other vholeaale coapetitora. 

u 

U XV. UPLZC&'l'IOJI o• '1'1111 •coWOXIC PRIJfOI.LZ8 'l'O 'l'lUCPA ELECTRIC' 8 

15 8ALU 'l'O I'D A Alii) UKKT:Ufl). 

u 

17 g. 

11 

1t 

20 A. 

21 

What are the incramental costs that are incurred by the 

PMPA transaction? 

'l'he incr .. ental costs ot suppl yinq the FKPA transaction are 

9iven in the Prepared Direct Testimony of Tampa Electric 

22 witneaa Karen Braniok. Doouaent 4 in Exhibit KAB-1 o! Ms. 

as Br-"iak'a taatiaony gives the cuaulative present value ot 

24 inor ... ntal costs and revenues over the tive-year period i n 

25 which the transaction would last. The incremental cost to 

16 
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20 Q. 

21 

22 

23 A. 

24 

25 

Taapa !lactrio'a ayataa for producing and transmitting the 

amount of power ca ll.ed tor by the contract with P'MPA are 

separated into fuel costs and non-fuel coats. There are no 

capacity charges included with non-r uel costa. This ia 

appropriate, as noted earlier, because the P'MPA sale does 

not require Tampa llactrio to increase capacity to 

accoaodata the sale. The only non-fuel coat• are so:z 

allowa.nca coats and variable OUI coats. 

Aa noted in He. Branick' • testimony, these incrementa 1 

costa are calculated at the margin for Tampa Electric's 

syataa. In other words, the dispatch order for the 

quantity required to serve the P'MPA sale comes after the 

retail lead is served. Tbis means that the i ncremental 

costa of serving P'MPA. are higher than the incremental costa 

ot serving retail customers. For this reason, it may be 

concluded that incremental coats of serving FHPA are larger 

than Tampa Electric's average variable costa. 

What are the revenues to be earned from the FKPA 

transaction? 

Doouaent 1 in Exhibit KA.B-1 also gives the incremental 

revenues to be earned trom the FKPA transaction. If these 

revenues are divided by the quantity to be sold, one 

17 



1 derive• the average revenue, or price, ot ~he tranaaction. 

2 

J 

' Q. 

I 

• 
7 ~. 

I 

' 
10 

11 

12 

u 0· 

14 

11 

16 ~. 

Wh.at aay be concludacS about the prot i tabi li ty ot the 

tranaaction? 

Since the incremental revenues !rom the tranaaction exc eed 

the inor .. ent&l coat of the tranaaction, the tranaaction is 

profitable. Since the aale ia beneficial, the Comaiaaion 

ahould follow a policy that &ncou.ragea rathe r than 

diaoouragaa auch a aale. 

Doaa Tampa Electric'• wbol .. ala powor aale to FMPA benefit 

FMPA'• retail cuatoaera? 

Yea. Taapa Electric waa awarded the contract by FMPA 

17 becauae it waa the chaapeat aourca o! the additional power 

11 re90irad by FMPA. It Taapa Electric doe• not aupply the 

1t power, FMPA will be forced to purchase !rom a higher-priced 

20 alternative auppliar. FMPA' • _, r• aerao would have to pay 

21 higher price• aa a reault. 

22 

23 g. 

24 

u 

Wb.at are the incremental costa and revenues ot Tampa 

Electric'• propoa ad aala to Lakeland? 

18 
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13 Q. 

14 

15 

U A. 

17 

18 

19 

20 

21 Q. 

22 

23 

2-4 A. 

25 

The inc:::reaental c:::o•t• and revenue a or Tampa Electric' a 

propoaed aale to Lakeland are qiven in DocumaJ.t s in 

Exhibit KA.B-1 in Ka. Branick'a teatiJDony. 

In thia caae, incr .. ental coat• JDay include a charqe tor 

nev peakinq load capacity to aervice the Lakeland 

tranaaction. Whether capacity charqea are included or not, 

the increJDental coat• are evaluated at the JDar qin tor TaJDpa 

Electric'• ayat .. , •o that the incremental coats tor new 

peakinq capacity exceed the averaqe coata ot peakinq 

capacity. 

What JDaY be concluded about the protitability ot the 

tranaaction? 

Since incremental revenue• are large r than increJiental 

coata, the tranaaction ia prof i table . The same arquments 

given above in connection with the aale to FMPA apply 

equally to the aale to Lakeland . 

Should the Commiaaion encourage the FMPA and Lakeland 

aalea? 

Yea. Theae aalea have bee n evaluated accord i ng to 

eatabliahed econoJDic principles and have been found to be 

19 



1 

2 

l 

• 
5 

' Q. 

7 

I ~. 

protitable. Thua, theae aalea ahould be encourageJ by the 

co .. iaaion. To provide the propor encouragem~nt !or auch 

aalea, the co-iaaion •bould enaure t hat incentl.vaa are in 

place that will cauae firaa to •••k out this buain•••· 

Do•• thi• conclude your teatiaony? 

Yea, it do••· 

20 
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