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June 23, 1995

HAND DELIVERED '
d Tallahassee
», AeL
,’ .-(-'r' fﬁ J.— “‘ ¥
Ms. Blanca S. Bayo, Director S zﬁ? 4
pivision of Records and Reporting il

Florida Public Service Commission
2540 Shumard Oak Boulevard
Tallahassee, Florida 32399-0850

Re: Fuzl and Purchased Power Cost Recovery Clause
with Generating Performance Incentive Factor;

FPSC Docket No. “$S000Lzkl

Dear Ms. Bayo:

Enclosed for filing in the above docket, on behalf of Tampa
Electric Company, are fifteen (15) copies of each of the following:

¢157725‘55; Petition of Tampa Electric Company.

Prepared Direct Testimony of Mary Jo Pennino and Exhibit

of@ﬁiﬁzz- (MJP-2) regarding Tampa Electric’s projected Total Fuel

-

L
y A

o

and Purchased Power Cost Recovery Factors and Exhibit

(MJP-3) regarding projected Capacity Cost Recovery

Factors for the period October 1995 through March 1996.
os"‘iﬂ?-‘if

— 3 Prepared Direct Testimony of William N. Cantrell with

Exhibit (WNC-1) regarding 1994 Transportation and Coal

Benchmark calculations.

"0;723'95 _

_ 4. Prepared Direct Testimony of George A. Keselowsky with
Exhibits (GAK-2) and (GAK-3) regarding Tampa Electric
Company’s projected performance under the Generating
Performance Incentive Factor for the period October 1995

3 through March 1996.

T g
\ i Prepared Direct Testimony of E. A. Townes and W. N.

| cantrell with Exhibit (WNC\EAT-2) regarding Schedules
== ek Supporting the 0il Backout Cost Recovery Factor for the
period October 1995 through December 1995 and Exhibit
(Wi.C/EAT-3) regarding the Gannon Conversion Project
Comparison of Projected Payoff with Original Estirate as
of May 1995'L~?'?ﬁ)&fmju +ﬁ€£g

— o
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Ms. Blanca S. Bayo
June 23, 1995
Page 2

Please acknowledge receipt and filing of the above by stamping
the duplicate copy of this letter and returning same to this
writer.

Thank you for your assistance in connection with this matter.
Sincerely,
%4_7
James D. Beasley
JDB/pp

Enclosures

cc: All Parties of Record (w/encls.)
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CERTIFICATE OF SERVICE
1 HEREBY CERTIFY that a true copy of the foregoing testimony

and exhibits, filed on behalf of Tampa Electric Company, has been

furnished by U. S. Mail or hand delivery (*) on this szday of

June, 1995 to the following:

Ms. Martha C. Brown#*

Ms. Mary Elizabeth Culpepper

Division of Legal Services

Florida Public Service
Commission

101 East Gaines Street

Tallahassee, FL 32399-0863

Mr. James A. McGee

Senior Counsel

Florida Power Corporation
Post Office Box 14042

St. Petersburg, FL 33733

Mr. Joseph A. McGlothlin

Ms. Vicki Gordon Kaufman

McWhirter, Reeves, McGlothlin,
Davidson & Bakas

315 S. Calhoun St., Suite 716

Tallahassee, FL 32301

Mr. Jack Shreve

Office of Public Counsel
Room B12

111 West Madison Street
Tallahassee, FL 32399-1400

Mr. Matthew M. Childs
Steel Hector & Davis
Suite 602

215 South Monroe Street
Tallahassee, FL 32301

Mr. John W. McWhirter

McWhirter, Reeves, McGlothlin,
Davidson & Bakas

Post Office Box 3350

Tampa, FL 3367

Ms. Suzanne Brownless
Suzanne Brownless DP.A.
1311-B Paul Russell Pocad
Suite 202

Tallahassee, FL 32301

Mr. Floyd R. Self

Messer, Vickers, Caparello,
Madsen, Lewis, Goldman & Metz

Post Office Box 1876

Tallahassee, FL 32301-1876

Mr. G. Edison Holland, Jr.
Beggs & Lane

Post Office Box 12950
Pensacola, FL 32576

Mr. Barry Huddleston

Destec Energy

2500 CityWest Blvd. Suite 150
Houston, TX 77042

Mr. Eugene M. Trisko
Post Office Box 596
Berkeley Springs, WV 25411

Mr. Roger Yott
Air Products & Chemicals, Inc.
7540 Windsor Drive, Suite 1301
Allentown, PA 18195

Mr. Richard J. Salem

Ms. Marian B. Rush

Salem, Saxon & Nielsen, P.A.
Post Office Box 3299

Tampa, FI. 33601




Ms. Blanca S. Bayo
June 23, 1985
Page 4

Mr. Peter J. P. Brickfield
Brickfield, Burchette & Ritts
1025 Thomas Jefferson St. N.W.
Eighth Floor, West Tower
washington, D.C. 20007-0805

Mr. Stephen R. Yurek
Dahlen, Berg & Co.

2150 Dain Bosworth Plaza
60 South Sixth Street
Minneapolis, MN 55402
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DOCKET NO. 950001-EI

TAMPA ELECTRIC COMPANY

OIL BACKOUT

SUBMITTED FOR FILING 06/23/95

TAMPA ELECTRIC COMPANY
BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION
DOCKET NO. 950001-EI

Re: Levelized 0il Backout Cost Recovery Factor
October 1595 - December 1995
TESTIMONY AND EXHIBITS OF:

E. A. Townes
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DOCKET NO. 950001-EI

TAMPA ELECTRIC COMPANY

OIL BACKOUT

SUBMITTED FOR FILING 06/23/95

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION
PREPARED DIRECT TESTIMONY
oF
ELIZABETH A. TOWNES

Would you please state your name and address?

My name is Elizabeth A. Townes. My business address is 702
North Franklin Street, Tampa, Florida 33602.

Please describe your educational background and experience.

I received a Bachelor of Business Administration degree in
Accounting from Florida Internmational University in 1978
and a Master of Business Administration from the Universit

of Tampa in 1982. I am a Certified Public Accountant in
the state of Florida and a Member of the Florida Institute
of Certified Public Accountants and American Institute of

Certified Public Accountants.

Prior to joining Tampa Electric Company in January 1982, I
was employed by General Telephone Company of Florida. I
joined Tampa Electric as a regulatory accountant. In
September 1983, I was promoted to Manager-Regulatory

Control and subsequently in February 1991, I was promoted
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to my current position as Assistant Controller.

My current responsibilities include accounting for fuel
activities, conservation, oil backout and other regulatory
accounting areas. I am also responsible for the revenue

and financial reporting functions and accounts payable.

Ms. Townes, what is the purpose of your testimony in this

proceeding?

The purpose of my testimony is to present a summary
computation of the estimated 0il Backout Cost Recovery
Factor to be collected during the three-month projection
period beginning October 1995 and ending December 1935,
including the estimated true-up adjustment required as of

September 1985.

Have you prepared documents in support of your testimony?

Yes. I have jointly prepared with Mr. Cantrell a composite
exhibit titled "Schedules Supporting 0il Backout Cost
Recovery Factor" indicated as Exhibit No. (WNC/EAT-2).
This exhibit is a summary of the detailed computations,
prepared under my supervision and direction, to derive the

estimated 0il Backout Cost Recovery Factor. This exhibit
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consists of six documents and I will make references in my
testimony to each of the documents and explain the
development, or source, of each line item. I have also
jointly preparsd with Mr. Cantrell Exhibit No. (WNC/EAT-3)
titled "Comparison of Projected Payoff with Original
Estiimate, as of May 1995." This exhibit provides a
comparisoan of the estimated payback of the Ganncn
conversion project with the original projection submitted

during the 1982 qualification hearings.

Ms. Townes, would you first please summarize the key
assumptions used in your derivation of the estimated

factor?

Yes. The key assumptions involved with the determination
of the factor for the projection period are the estimated
fuel savings, the estimated revenue requirements associated
with the converted Gannon Units and common facilities, the
estimated energy sales, and the estimated true-up as of

September 1595.

What is the estimated 0il Backout Cost Recovery Factor
which you have determined for the three-month projection

period ended December 19557
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The factor which I have determined to be appropriate for l
the projection period is .058 cents per kilowatt hour.

This factor is shown on line 19, of Document 1.
Please explain the computations shown on Document 1.

The computations begin with the estimated energy sales
during the projection period shown on line 1. These
amounts are consistent with the company's fuel adjustment
filing in this docket. Lines 2 through 4 reflect the
estimated fuel savings supplied by Mr. Cantrell. Lines 5§
through 10 reflect a computation of the estimated revenue
requirements associated with the Gannon 0il Backout
Project. Lines 11 through 13 reflect a computation of the
estimated net savings and the amount available for
additional depreciation under the Clause, as determined ou
a six-month basis. Lines 14 through 19 reflect the
computation of the 0il Backout Cost Recovery Factor
including the estimated net true-up adjustment required as

of September 1995.

Ms. Townes, please explain your computation of revenue

regquirements shown on lines 5 through 10.

The computation begins on line 5 with the estimated
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straight-line depreciation expense associated with the
various components of the Plant in Service investment. The
monthly provisions for depreciation reflected on line 5 are
based on the currently approved depreciation rates for the
various components of the Plant in Service investment.
Line 6 reflects the estimated interest carrying cost of tne
Plant ir Service investment. The projected monthly
interest expense is determined based cn the projected debt
cost applied to the average debt balance for each month.
Income tax expense, shown on line 7, is computed on
Document 2. The estimated monthly property tax expense is
shown as Taxes Other Than Income Taxes on line 8. The
amounts shown on 1line 9 represent the operation and
maintenance expense differential which was furnished by
Mr. Cantrell. Total revenue requirements reflected on line
10 represent the sum of all revenue requirement components

shown on lines 5 through 9.

Ms. Townes, would you please explain Document 2 reflecting

your computation of the Plant in Service investment?

Yes. Line 1 of Document 2 reflects the actual unrecovered
investment in Plant in Service at the beginning of each
month shown. Since no additional expenditures are

currently anticipated, line 2 indicates no additions to




F-%

= o

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

Plant in Service. Line 5 reflects the provision for
depreciation for the period. These are the same amounts
shown on line 5 of Documents 1 and 5. Line 6 reflects the
additional depreciation permitted under the 0Oil Backout
Recovery Clause, eguivalent to 2/3 of the estimated net
savings which is shown on line 13 of Documents 1 and 5.
Line 7 reflects the estimated net unrecovered investmeni. in

Plant in Service at the end of the month.

Ms. Townes, would you please explain further the
computation of income tax expense reflected on line 7 of

Documents 1 and 5?7

Yes. The computation of these amounts is shown on Document
3. Referring to Document 3, lines 1 through 5 agree with
amounts shown as components of revenue requirements
including those associated with additional depreciation, on
lines 5, 6, 8, 9, 10 and 13 on Documents 1 and 5. Line 7
reflects the portion of depreciation on 1line 2 which
represents depreciation of the equity portion of AFUDC
capitalized during construction. As this amount is not tax
deductible, it represents a "permanent"®” difference between
boock and tax basis of plant. Thus, this portion of
depreciation expense for each month must be added back to

book income to compute income before income taxes on line
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8. Line 9 reflects the income tax expense before ratable
amortization of investment tax credits using an effective
income tax rate of 38.575%. Line 10 reflects the ratable
amortization of investment tax credit consistent with the
investment recovery via depreciation expense. Line 11
reflects the total income tax expense which agrees with

amounts shown on line 7 of Documents 1 and 5.

Ms. Townes, you indicated earlier that a key assumption iwu
determining the factor for this projection period is the
estimated true-up adjustment required for the six-month
period ending September 1995. Please explain the

calculation of the net true-up adjustment.

The projected cumulative net true-up adjustment as of
September 1995 represents an overrecovery of §$909,253 as
shown on line 15 of Document 1. The true-up adjustment is

calculated on Documents 4, 5 and 6.

The computation begins on Document 4 with the estimated
tariff revenues to be billed under the Clause for each
month in the period from April 1995 through September 1995,
shown oun Line 1. The 0il Backout Rcvenue applicable to
this period is then reduced by the estimated/actual cost

recovery under the Clause for each month in the period from
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April 1995 through September 1995. The amounts ©OFf Line 4

are calculated on Document 5. To this true-up provision
shown on Line 5 by month, is added the beginning of the
month true-up and interest provision, shown On Line 6 for

a cumulative end of the period net true-up before interost,

shown on Line 8. The resulting estimated true-up provision

at September 1995, of $909,253 is shown on Line 10 of

Document 4.

: i
What was the projected true-up amount for the pix monthe

ended March 1995 which was included in the 0il Backoul cont

recovery for the period April 1995 - September 190457

" i 1
In the filing dated January 17, 1995, the company projectec

.l 9on
a cumulativ: overrecovery of §$153,138 as of March 1

! ]
which is currently being collected. The actua

' L]
overrecovery at March 1995 was $375,548, a® reflected O

h M
line 6 of Document 4. The actual overrecovery at March '

1995, is due to lower than anticipated operating expenne.

: n
What is the status of the estimated payback of the Ganno

conversion project?

As shown on Exhibit No. (WNC/EAT-3), titled vComparison of

1 13'“!, .

Projected Payoff with Original Estimate, a® of May
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cost recovery is now projected to end on January 1, 1996.
On January 1, 1996, the oil-backout cost recovery clause
will be eliminated pursuant to PSC Order No. PSC-95-0580-
FOF-EI, Docket No. 950379-EI. Any remaining true-up
dollars related to oil-backout costs for 1995 will be
recovered as a line item adjustment to fuel cost through
the fuel and purchased power cost recovery clause during

the period April 1, 1996 through September 30, 1596.

pPlease explain any significant variances noted in the

payoff comparison.

Actual stiaight-line depreciation is less than the original
projection in 1982. This is due to the 1982 estimation of

early retirement of existing plant.

Significant variances noted in the cost of capital and
income tax components are due to the current estimate being
based on the approved 100% debt financing; whereas, the
original estimate was based on conventional financing,
which included a combination of debt and equity. Since
conventional financing included an equity component, income
taxes were provided on the return associated with the

equity component.
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An estimate for taxes other than income taxes was not
included in the original estimate. An estimate is now
included since property taxes can be more reasonably

determined.

In the original estimate, revenue taxes were included as
part of the base revenue reguirement (the sum of straight-
line depreciation, cost of capital, income taxes, taxes
other than income taxes, operaticn and maintenance
differential, and revenue taxes). Revenue taxes are now
excluded from the base revenue requirement. The Regulac.ory
Assessment fee is included in the total to be billed by

grossing up the 0il Backout factor.

The net result of the changes between the original and
current estimate is a decrease in base revenue requirement.
However, the expected additional depreciation has declined
due to reduced fuel savings. Additional depreciation is
computed as two-thirds of the excess of fuel savings over
the base revenue reguirement determined on a six-month

filing period as required under the 0il Backout Clause.

Ms. Townes, does this conclude your testimony?

Yes, it does.

10
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TAMPA ELECTRIC COMPANY
DOCKET NO. 950001-EI

OIL BACKOUT

SUBMITTED FGR FILING 06/23/35

TAMPA ELECTRIC COMPANY

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

DOCKET NO. 550001-El

Re: Levelized 0il Backout Cost Recovery Factor

October 1995 - December 1955

TESTIMONY AND EXHIBITS OF:

W. N. Cantrell
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TAMPA ELECTRIC COMPANY
DOCKET NO. 950001-EI

OIL BACKOUT

SUBMITTED FOR FILING 06/23/95

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION
PREPARED DIRECT TESTIMONY
OF

W. N. CANTRELL

Please state your name, address and occupation.

My name is William N. Cantrell. My mailing address is
P. O. Box 111, Tampa, Florida 33601, and my business
address is 6820 South Tamiami Trail, North Ruskin, Florida
33570. I am Vice President-Energy Supply of Tampa Electric

Company .

Please furnish a brief outline of your educational

background and business experience.

I was educated in the public schools of Tampa, Florida and
received a Bachelor of Science degree in Electrical
Engineering from the Georgia Imstitute ol Technology in
1974. I am a registered Professional Engineer licensed in
the State of Florida. I also received a Master of Business
Administration degree in 1979 from the University of Tampa.
1 have been employed at Tampa Electric Company since June

1975. Since that time I have served as Manager of
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Generation Planning, Assistant Director, Budgets and
Director of Fuels. In 1987, I was elected Vice Presidentotf
the company. In 1994, I was elected to my current position

as Vice President-Energy Supply.

Will you describe some of the responsibilities of your

present position?

As Vice President - Energy Supply, I am responsible for the
engineering, operation, maintenance, and construction of
the power production facilities including safety of
personnel and equipment, security, training, control of
costs, and various personnel and administrative functions.
I am also responsible for environmental matters and fuel

procurement.

Mr. Cantrell, what is the objective of your testimony?

The objective of my testimony is to present the cost
associated with the conversion of four of Tampa Electric
Company's generating units from cil to coal. 1In addition,
1 will sponsor the calculation of the operation and
maintenance expense differential and the determination of
fuel savings for the projection period and the projected

payoff period.
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How does your testimony relate to the testimony of other

witnesses in this proceeding?

Ms. Elizabeth Townes is sponsoring the overall calculation
of the company's Cil Backout Cost Recovery Factor for the
period October 1995 - December 1995, as well as the
estimated payoff period for the total project. 1In these
calculations, Ms. Townes develops the basic revenue
requirements of the project using the actual cost of the
conversion assets, and my projection of the operation and
maintenance expense differential and the fuel savings
resulting from the conversion. Kilowatt-hour sales and
fuel costs ire consistent with those used in the company's

fuel adjustment filing.

Have you prepared documents in support of your testimony?

Yes. I have prepared portions of documents which are
included in a composite Exhibit No. (WNC/EAT-2) titled
"Schedules Supporting 0il Backout Cost Recovery Factor" and
Exhibit No. (WNC/EAT-3) titled "Comparison of Projected
Payoff with Original Estimate, as of May 1995." These

exhibits are being jointly sponsored by Ms. Townes and me.

What is the status of the project?
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A'

1

The conversion of Gannon units 1 through 4 from oil to cocal
is complete. The units were placed into commercial service

as follows:

Unit 1 October 6, 1985
Unit 2 May 23, 1985
Unit 3 July 12, 1984
Unit 4 November 7, 1983

What is the cost of the 0il Backout assets which are
included in the cost recovery computation in this

proceeding?

The total cost of the conversion project to be recovered
through the Clause is $140.5 million. No additional

expenditures are anticipated.

What are the projected fuel savings which will occur as a
result of the operation of the converted Gannon units

during the projection period?

As shown on Line 4 of Document 1, total fuel savings
resulting from the project for the period October 1955
December 1995 are expected to be $1,305,690. This amount

is based upon the difference in fuel expenses from
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production costing runs which simulate dispatch of all
generating units with and without the conversion of the
Ganncn units. The assumptions for sales, unit ratings,
heat rates, coal and No. 6 oil prices and availability
factors are consistent with those used by the company in

its fuel adjustment filing in this docket.

Have you calculated the projected operating and maintenance
expense differential of the project for October 1995 -

December 19957

Yes, I have calculated the operation and maintenance
expense differential for this period to be $824,8B0 as

shown on line 9 of Document 1.

Please explain how the operation and maintenance expense

differontial was calculated.

The operation and maintenance differential consists of the
oil/non-o0il operating expense differential and other
projected costs resulting from the 0il Backout project.
This differential was calculated by applying a percentage
representing the increased operation and maintenance costs
associated with coal-firing to total projected operation

and maintenance expenses pertaining to the converted Gannon
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units. The percentage was derived by comparing hisror.cal
operation and maintenance costs for Gannon units 1-4 as
oil-fired to historical operation and maintenance costs for
Gannon units 5 and 6 as coal-fired. Specifically
identifiable costs to be incurred to comply with the Oil
Backout Cost Recovery Rule were added to the operating
expense differential to derive the total operation and

maintenance differential.

The operation and maintenance differential as shown on
Exhibit No. (WNC/EAT-3) "Comparison of Projected Payoff
with Original Estimate, as of May 1595," is now higher =han
the original estimate since the original estimate did not
include muaintaining the assets required for dual firing
capability. In addition, the current estimate is based on
more detailed engineering estimates and actual experience

associated with the converted units.

Mr. Cantrell, please explain the decrease in fuel savings

indicated on the projected payoff exhibit.

The reduction in fuel savings is due to a decrease in the
projected differential between the price of oil and the
price of coal, and a decrease in the projected system

energy requirements. The current estimate of fuel savings
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is based on long-term fuel price and energy projections
prepared in conjunction with this current fuel adjustment
clause filing.

Does this conclude your testimony?

Yes.
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SCHEDULES SUPPORTING OIL BACKOUT
COST RECOVERY FACTOR
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Document No 1
Page 1 of 1

-

OEN®®

1
12.

13.

14

15.
16.

17,

18

19

Fusl Savings:
Fuel and Net Power Transactions

Fuel and Nel Power Transactions
with Conversion

Fuei Savings

Cost Recovery for the Period
Prior Period Net True-Up
Total Cost Recovery

O Backout Cost Recovery Factor

Oi Backout Cost Recovery Faclor
Adjusted for Revenue Taxes

Unts YyRness
MWH Cantred
s Cantrell
$ Canirel
$ Cantrel
% Townes
$ Towms
$ Townes
3 Townes
t ] Cantredl
$ Townes
$ Towmes
$ Toames
$ Townes
5  Townes
3 Townes
3 Townes
E¢WH Townes
£KWH  Townes

Rounded O Backout Recovery Factor ¢#/KWH  Townes

TAMPA ELECTRIC COMPANY

SUMMARY COF OIlL BACKOUT
COST RECOVERY COMPUTATION

October 1995 thwough December 1995

Source Qcinber

1237047

$28 564 B0S

2194109

LUne 2-Line 3 3615 640

Document 2 3584 605

124,556

Document 3 (53,174)

38,000

200.780

Lines S+6+7+8+9 983,767

Line 4 - Line 10 ($368,127)

w0127

Line 11 - Line 12 0

Line 10 + Line 13 $983,767

Document 4 (03.084)

Line 14 + Line 15 s00.680

Line 16/ Lina 1

Line 17 x 1 00083

$584 605
119,351

(53,174)
38,000

($530.692)
80692

]
$945,602
(203.084)
$A2018

117,137
3,174

($690,748)
690.748

®
3965,888
(302.085)
%28

Tetal

§T7.7651
16.450 481
$1.305.690

$1,753,815
361,084

(159,522)
115,000
824580

2895257

($1.589,567)
1.589.567

$2,895 257

005819

00582
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EXHIBIT NO
DOCKET NO. §50001-EI

TAMPA ELECTRIC COMPANY
(WNCJ/EAT.3)

SUBMITTED FOR FILING 62V@5

TAMPA ELECTRIC COMPANY
GANNON CONVERSION PROJECT
COMPARISON OF PROJECTED PAYOFF WITH ORIGINAL ESTIMATE
AS OF MAY 1885
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TAMPL ELECTRIC COMPANY
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