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w. E. BROWN 

Please a:att your na", address, occupation and emplpyer. 

Please prouibg a br i e f  outline of y w x  educational 

background a d  buaineas experience 

I received a aachelurs degree in EIecErical Engineering 

frm ~ouisiana S t a t e  University in 1972 and mubeqGer-tly 

joined Tampa Eleczric. I have held varioue engineering, 

operations and managerial Fasitions i n  E n e q y  Wlivery 

from 1973 Chrouqh 1997. 1 bgcame Manager af shcr t  Tem 

Wholeeale TraEing in April 1497 and was p r m t e d  LCI 

Director-Whfilesale Maxketing and Sales in Augxat G I ~  l a a t  

short and l o g - C e m  w b i e ~ 3 1 e  year- I am responsible for 

power purchases. 



5 3 n  

T h e  purpose of my t e e t i m m y  i a  to provide an ovemiew of 

the pu#ehaeed power agret"nts that Tampa Electric haa 

entered i n t o  and is seek ing  to recover  through :h@ Fuel 

and Purchased Powex Cost Reeovcry and Capacity Coat 

Recovery Clauaea. I will also provide an overview of the 

wh0lesaZ.e energy market, itB changee over the past 

several years and its impact on purchased p m e f  e03ts. 

H a B  Tampa Elec t r i c  entezed into aay purck..assd pawef 

agreement8 t h a t  were no; included i r l  t h p  cmpanyJs  last 

purchased pwer projec t ions?  

Yea. Tampa Elec t r i c  k.as signed several agreermnts f o r  

the purchase of f i r m  capacity and ~ m ~ y y  far 1999, 2 6 6 0  

and b e p z d .  The corr-pany is a l s o  in the pioeeae of 

negotiating for additional capaciEy and energy far the 

year Z G O O  to achieve deaired operating r e s e r ~ e ~ .  

The cnmpafly haB en:ered i n t n  five cont rmtc  with f P J r  

suppliers of capacity a !  energy. Three of  the euppliera 

are qualifying f a c i l i t i e s :  Okeelanta corporat ion,  

Farmland Kydra ,  ar.d Auburndale Powr Partners. The 

f o u r t h  sugp l i e r  i s  hrdee  Power Partners Limited [aHPPw). 

The Compar.y's purchase f r p m  HPP w a s  accompli~hed through 

I 
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Q. 

A .  

A, 

What a r e  t h e  t e rm of these agreements? 

dkge lan ta  Gorp. {Z) September 1, 1999 - March 31, 2309 

Hardee PCWtT P a r t m r s  May 15, 2000  - December 31, 2312 

why did Tampa Elec t r i c  enter i n t o  these five purchased 

power agreemsnta? 

Tampa E lec t r i c  entered i n t o  these  f ive agreemeats i n  

order to maintain overall H y s t e m  reliability for its 

retail ratepayers. As the company has r epor t ed  in its 

Ten-Year s i r e  Plan, retall load PLas increased since 1997 

I at a h ighe r  than expected r a t e  cauBirrg a significant 

increase in the u s e  of  demand-aide marlagpment ("DSM") . 

programs. Accordingly, thg compally has modified i t s  

planning c r i t e r i a  tg not only p l a n  f o r  a minimum 15 

percent  reserve margin but to irrrptove t h e  quality of 5tfi 

3 
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r e e e r w  margin by p l a n i n g  for a mir . imum o f  7 percent 

supply-side reHource8. The company p l a n s  to arhieve the 

desired Byetern reliability f n ~  i t s  retail cmtomers by 

a r c e h r a t i n g  n e w  gengratlng unit cnnstructinn and 

acquiriag f im capacity p ~ r c h a s e ~  I ThiE enhanced 

planning criteria is deszribed in detail in Tamnpa 

Electric witnese Mark a ,  Ward's testimony 5 i L d  ir Docket 

NOA 981B9cJ-Eu,  

HOW did  tne company d e t e ~ i n e  t h a t  thiz t e m  of the 

purchased p w p r  agrem,en:s were prudent? 

In determining the appropriateneaa and need for p'archased 

power agreementa. it ie important to mderstand t h e  

wholeaale mrker i n  Florida and t h e  rest  af the country .  

Thle m a r k g t  has changed significantly mer the paet few 

p a r s .  From a State perapsetiwe, repail dmna" and 

energy ueage have i r lcreaaed at higher- than-Expected rateB 

snd tsxleting gemrat ion  and DSM zesnurce~ have 4eet1 

u t i l i z e d  at high capacity f a c t o r s  and frequency. The 

S t a t e  ia experiencing lower plamitrg arid operaring 

r e s e n e  mrginn, there I s  greater reliance on DSM 

Eemurces and there are l i m i t e d  impqrt eapabilities. 

Until r e c e n t l y ,  u t i l i r i e a  have deferred con~truction o f  

capacity additions. The D a m e  i m  t=;ue i n  the aouthcaat 

4 
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ami several other r e g i a r u  of Che 'Jnited StateB.  
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11 

12 
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13 
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20 

affected utilities, inclading Tampa Electric, have 

recognized State and j u r i s d i c t i m a l  aepda Resource 

plans have 4 e m  modifled meet t h i B  g r o w t h  in demand, 

b u t  unti5 addi t i0r .d  capacity is constructed, utlllties 

have had to rely heavily on DSM and purchaed p w e r  at 

higher coats to met :he reeds of their reta i l  customers. 

21 

Additionally, an energy shortage in ancthee geographic 

region can affecr t h e  price and availability of engray 

within DUE a t s t e -  Hence, F l o r i d a  utilities are now 

concerned with bath the balance cf i n - & a t e  and n u t - o f -  

s t a t e  anJpgly and demand. For example, when price s p i k e s  

occur in Gther region$, F l o r i d a  u t i l i r i e s  m y  f i n d  t h a t  

significant amount3 of wholesale energy have been 

exported nut of state to more lucxative m t k e t o -  mi3 ! 
meand that if a Florida utility r e q u i r e a  energy during I 

such t i m g e ,  it must be willing to pay high spot prices, 

cfintyact for f i r m  purchases, nr h i l d  additions1 

gene ra t ion  reBources ta mitigate i t a  exposure to s;lch 

prices. Tampa Elecrric has found t h a t  forward energy 

prices for the eastern United Gtates trading hubs such aa 

Cirlgrgy &re good indicatom of  price= in Florida. TWse 

prices have increaeed r a p i d l y  CV@Y the las t  1 B  months. 

5 
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The n a t u r e  of these purchases has ala0 changed. Today, 

utilities must balalree firm and ncm-fTm. nblnck‘ 

purchae~s and hourly purchase8 to BQTVE t h e i r  retail 

load.  &D1ozksn of f i r r r ,  o r  r’tarl-fim energy transactione 

are typically purchased and ao’ld f o r  pcridda of eiqht to 

L6 hours per day. The m ” n b  of energy available to be 

purehased and sold on an hourly b a ~ l ~  on a given day iB 

impacted by th@ quantity of block pi~rchaaea and Sa14S 

conducted on that day. Several years ago, rrnst n m - c i f m  

energy boxqht and gold on t h e  wholesale market waB “next- 

hour,’ cosE-based e c ~ n m y  epergy. Today less of t h i s  

type of energy im available for purchase. Whpnever Tampa 

Electric anticipates a ahmrtfall, it generally purchases 

a emhinat ion  of blorka and hourly energy to meet  ftat5vg 

l ~ s d  requirements. 

Given thege market characteristica and the lead time 

needed to c ~ n a t r u c t  new generating m i t a  I a m F a  Electric 

zecpgnized the need to secure purchased power aqreementa 

for it3 native lcad needm and t* mitigar@ costs and 

avai1abili:y riaks. In early 1999, Tampa E l e c t r i c  

snlicltgd bids from potential power mppliem for 

epecific periods for 1999, 2000 and b e y o d -  Based upon 

t h e  responses, Tampa E l e P t r i t !  negotiated t h e  f i v e  

purchaBeB mmtioned above, Each purchase is for f i r m  

6 
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13 

capac i ty  and energy pricgd at the best  available market 

pricc for t h e  r e q u i r e d  perio5g of t i m e .  

Please deBcribe rhc availability of purchased power In 

l a t e  J u l y  1999. 

At t h e  end of July, the Hew England and Midweak re9inns 

of the Ur;ited States weye e x p r i e n c i n q  generatlo3 

shortfalls. AB a r e s u l t ,  moa: ok the  available energy in 

Florida wae being exported t u  this luera~ive market. 

Tampa Electric W&B In need of purchaaed p w e r  t o  serve 

its native load m a t o m e r s  on J u l y  29, 30 ani  31. In an 

effort c o  mitigate khe high m a r k e t  price of p u r e b a e d  

wwer, the company Dffered to cogenerators i n  irs service 

area to pcrchame any e n e r ~  they cmAd make available arid 

expart to the ccmrpany'p system. The offer waB made to 

f i x e d  price for a fixed period of t irw with advance 

notice given by the compaxy. The purehas@ price o f f e r  

was higher tt,m stafldard cogeneration f im and aa- 

available e n ~ r g y  r a t e s  but was lover than t h e  prevailing 

ma#ket price. Several of the cqenferaLora took  advantage 

oE t h i a  offgr and were able t o  provide needed energy to 

Tampa 'Electric's s y s k m .  

7 
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H m  were theae trafiearticns treated? 

These t r a n e a c t i m s  w e r e  treateu in the 3 ~ m  manner aB 

ather m n - f i r m ,  s h o r t  -term purehapee a d  w e r e  included ir, 

t h e  company's purchased power expense fo: J u l y  L.999. 

Yes. The capaciry and energy coat3  are i n c l u d e d  i n  the  

achedulea aubnitted by Tanpa Electric- witness Karen 0 .  

Ewaiak in $chgdulc T - 7 ,  

As you dsaeribed the wholesale market,  you indicated :hat 

hourly availability af energy kas chaC;gd. P1 ea se 

describe how Tamps Elec t r i c  utilizea Floridsf B Energy 

Broker Network i"broker*> f o r  short-rem, Ron-firm 

trar+eac t i o m  7 

From time t m  tim, Tanpa Electric u t i l i z e e  the broker to 

mKe short-term, non-firm g a l e a  and purchased. At one 

tim, the broker wa3 t h e  m a t  effective available method 

of matching buyera and sellem but  that hag changed. 

E 
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luc ra t ive  opportunities exiBt f o r  s e l l e r e  i n  today's 

! 
3 .  

P l ~ a s e  dcecribc the Eypes of economy Sale3 t h a t  T a v a  

3 

4 

5 
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13 

14 

15 
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17 
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23 

2 3  

P- 
2 4  

1 5  

TodayJ many utilities either make h m r l y  mr block energy 

sales n f f  rhe broker at rnarket-based prices. Since  tP.e 

hrnkgr +' l k v l t e d  tfi eoet-based transac~ions. it has 

experienced a steady decline i n  uBage due to g r e a t e r  

profst opportwrikiee elsewhere for those seeking  to B e l l  

power, 

L L  

What iB the most effective means m f  conductLng economy 

energy t ransac t iom today? 

While the broker cad be the 4 e ~ t  meana f o r  a b.dyer to 

tramactimm and Bane day or next day market-bamed block 

B a l Q B .  

Tampa Electric  has entered in to  PERC-approved non- 

aeparated, economy sales tranaactiona arranged w i t h  anti 

without t h e  uae of the broker. Economy alal@g, e l t h e r  

Schedule C €EcanOmy Interchange Service) or Gchedule x 

9 
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I 

cost -baee~. ngpllt the savingB. *' hour ly  eccnmny salea 

transacEions that can be made e i t h e r  with o r  ui:hut the 

ugc of the broker, Schedule X sales are t r ad i t i ona l  , 

cust-baaed, maplit the aavir.gs," multi-hour, ecormxy 

sales t ranaact ims  that  can not he made w i t h  t h e  UBE of 

t h e  b r o k e r .  

Theae transacGione aze based upon m t c h i n g  a b u p r ' s  quote 

of higher incremental roBt8  lm a sellpr's quote with lower 

inc rmten ta l  c m t s .  The transaction price results ir. a 

$a]$o  3harin3 of the difference b t w e g n  the quotee. 

Schedule C and X transactinns are a u b j e c t  t o  immediate; 

mes the "split t h e  gavlngs" concept for ecanomy isalea 

change i f  t h e  broker Ls rot  utilized? 

No. The method utilized for matching the bayer and seller 

ie different, however, the game cost-based, j L s p l i t  the 

savingan  Bchdules arc employed. Therefore, t h e r e  is fie 

10 
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need t o  make a differentiation betwgm nm-separated I 

C m p c r a t l v e  entered i n t o  i n  1989 that wars reviewed by 

please summarize your testimony. 

III order to maintain its overall a y B t e m  reliability for 

i r a  rerai l  ratepaye?sr Tampa Electric entered i n t o  five 

purchaaed power agreemnta bseginnLng in 1999 .  Although 

fmr cf the agreements affect o n l y  1999 and 2000, the 

fifth 13 a l o n g - t e r m  purchaggd power agreemnt w i t h  HPP. 

This coet-baaed agr@@ment was canremplated aB an option 
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A, 

t h i B  C o r r n i B s i m  and apprwed by khc FERC. Baaed upon 

changing market c w d i t i o n s  and: a diligent evaluation of 

alternatives these agreementE were dem" to provide 

firm capacity an15 energy at thg beat availablg prices for 

che periods of t i m e  needed. 

12 



! 

1 .  

2 

3 

Q 

5 

3 

c 

1.3 

11 

12 

13 I 

A. 

Q. 

19 

20 j A. 

15 

16 

17 

DF 

W .  L. BRCWH 

A .  



5 4 2  

11 

12 

14 

15 

1 6  

l7 I 

22 

21 

;d 

25 



5 4 3  

agreme:: t, 



5 4 4  

1 

2 ;  

3 

4 

5 

6 

T i  

4 



5 4 5  

What are elternaxises t h a L  Tampa E l e c t r i c  would Cons ide r  

under t h e  ci~cums t arices ? 
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Q Yem - 

thar  t h a t  Bent.eflcw refers ID on Page 7 ,  

Q All right. So w i t h  r e d p w t  to Big Be3d  4, 

if there's a need by Tampa ElectrFz's r e t a i l  load ane  
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h m m  M i t h  m e ,  

s Mhaz pel-zertage ia i h ?  

A 1 don't recall. 

P Ts it- mcre or less than half? 

B 1 dcr-lt recall u f f ' n a d  but  i can g e t  the 
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A Under  o u r  market-baEed schedule. 

A Gcne refer to it as E market-based J. It 

Q HEW long ha3 TECO beer. ab:= to make tk" 

A s i m e  apprcximately dune the  1st - -  well, 

excuse me, over t h e  brcker? 

A we m y .  

A I f  we da a market-based s a l e  wer the 
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separate proceeding. E;wn i6alating the l a ~ t  14 h fionths 

o f  t h e  fou r -yea r  transaction, there  are bene i i t s  I 19 I 
! 

11 

l2 I 

2 =  I 14 
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2 

What is thg purpme of your r ebu t t a l  t e m t l m n y  in t h i a  

proceeding? 



2 0  

21 

Yea. 1 have. My rebutral Zxhibit No, d! ICR3-2) wag 

prepared mdcr rIy d i r e c t i o n  and superviaion and c~n-rs i s t s  

a€ one d-xwtept. 

? 

Nhat do you disagree with i n  Wr. Taylor'g testimony? 

FIWG'3 witneaa Incorrectly sLatea that Taqa Electr ic  

ha3 not presented evidence to sugpolt tF.e recovery of 

fue l  an5 purchaeed power asaeeiated with t h e  Gar'tmn Unit 

6 accident. Tarnpa E l e c t r i c  has responded to every 

inteyrogatory and p r o d e  tior, of decurr.enL r e w e s t  re'lgtcd 

to t h e  accident i n  a timely rrl,amelr, pze-filed 

t e a t i m r l y  and the t e s t i m m y  of Mark D. Ward providea 

evidence necessary tn aupport :he appmpriatenesg of 

recovery f o r  replacement fuel and purchased powerL 

2 



2 1  

I 
an i n a d m p a t e  job briefing by :h@ work c r e w ' #  supe 

i 

Q P  

A. 

the morning of the accident. While Taws 

of its investigation nf bannBn Sta 

directly related t o  the  accid t h a t  occxr@d 

1999, OSHA a t t r i b u t e d  aceiderlt tc an 

briefing by the 

cussed adequately.  

tian a r i s i n g  out of the 

April 8 ,  1399 acc 

d l 3 0  conducted r i nveaz iga t iv f i  of 

Jend 3tarian 

a BSDC i ated with w o r k  a r  ctivities. 

these B i g  Bend S t a t i o n  c i t a t i  lyr 

mentation of an emergency reapOnse plan 

I 
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2 1  

22 

2 3  

Zd 

r e l a t e d  to Gannon 

Citation I, I t e m  1, which 

s t a k e s  that: 

The briefing co d by the persm in charge 

d i d  no: cove rds  a w x i a t e d  w i t h  the 

the work to be 

atLon, Unit #B 

cted on the 

of A p i 1  8 .  1599 did not 

4 

Q -  

A. 



cdureB that existed and are UH& f 

lly hnzardvua energy. 

for which e m p l u y e e ~  e t r a i n e d  d i d  rmt 

proccduxes for  t e s t i n g  

verify the effectiveness of 

energy cap-tral  mea and tag out devices. These 

ated to the  cause of the 

c o m e  into p lay  after th4 

deciaian i B  m the equipnent f o r  the 

required ma oceduree 3ssure the 

desired st f o r e  the placement 

aswent  procedures to accomplish the shut dcw 

5 
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6 9 0  

Ye#, most  definitely- Such in~tzuctions are  clearly 

provided in tP-e  Camparby' B Safe Practice Procedures 

Manual. T k s e  i n e t m c t i m n m  ave Included in m y  exhibit 

entitled Plapcing Procedure. 

What w a a  t h e  exprigflee level of the person W ~ P  w a g  

required to provide the briefinq otr Phe mnir.g of the 

accident? 

The person w h o  w3s in charge i m  a well respected and 

experienced supervisor who had beerr in a s ~ p e r v i e ~ r y  

position f G r  many yeara  and who had superviEed this 3ame 

mainterlance job numepoug timea. Since long prior to the 

A p r i l  8 ,  1 9 9 9  accident, Tampa Electric haB had ir. place a 

training p r o p a m  designed to i n m s e  ehat w r k  F-M 

suptrvi~ors provide adequate job brief inga p r i o r  to work 

commencement. This supervisor w a g  well aware d k h e  

B 



condition of the &mit and wad responsible f o r  requesting 

:hat the gmera to r  be tagged aut f o r  the crew- He had  

mt made that z g p z s t  at t h e  tim af :he b r i e f i n g  and did 

not adviae t h e  crew of the s t a t u e  of the generator. 

E a 3  t h e  ]ab briefing keld  on t h e  day of =he accident? 

Hhat actian should the C a m i a a i m  take i a  thia proceeding 

with respect t o  the Gar,non 6 accident? 

I 
I 

The Camiss ion  should allow the fu l l ,  cast of zecwezy af 

L-eplacemnt fuel and purch2Bed power which w33 required 

as a result o f  the accident. The accident, waa t h e  r e s u l t  

of an unfa r funa tE  m i s c m u n i c a t i o n  by a valued ecrd 

dedicated e m p l c p e  and ceri;aFnly w a B  not  the resul t  of 
I 

9 



! 
any wil l fu l .  misconduct by a3yone. The superviaor . 

accident  occurred. 

T h i a  accident W ~ Q  not caused ky  m s m g e w n t r a  imp_tudencp. 

responeible is well t r a i n e d  with many yeam uf experience 

in performing arld supervie isg  generator maintenance. The 

specific job b r i e f i n g  rewired is clearly se t  nut in 

writtec i n s t r u c t i n n u  i f i  tb-c companyr a Safe PracIices 

Manual. Tha coTnFany had a history over the years of 

gains nor are rhey f ree  frm a duty  to deiiver aervice. : 

It wnuld not be fsir then to saddle B utility With t h e  

burden of econc"C loss ir. et case l i k e  thiBA There i~ rm 

evidence of a cavalier ar lrresponaible attitude by T a Q a  

E l e c t r i c  o r  any of i t s  employees toward efficieocy or 

safe ty -  Indeei a very high akandard of care la t h e  



d Y . 3  

general rile at Tampa Elecrric in al l  nattera. 3rd 

particularly, related t o  safe ty .  

Y e s ,  it dogs.  

11 

not any mnaqement 

but on un€or tumte  

hsxd warking, and 
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