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Tal lah.:JSSCC! 

Ms. Blanca S. Bayo, Di rector 
Division of Records and Reporting 
Florida Public Service Commission 
101 East Gaines Street 
Tallahassee , Florida 32399-0850 

Re: 

Dear Ms . 

Fuel 
with 
FPSC 

Bayo: 

and Purchase d Power Cost Recovery Clause 
Generating Performance Incentive Factor; 
Docket No . 950001-!I 

Enclosed for filing in the above docket on behalf of Tampa 
Electr ic Company are fifteen (15) copies of each of the f ollowing: 

"'.; 15- 'ir /1 • l . . ,~ Pe t t1on of Tampa Electr lc Company. 

Prepared Direct Testimony of Mary Jo Pennino and Exhibit 
(MJP-2) entitled Fuel and Purchased Power Cost Recovery 
Clause Calculation Estimatod for tho Per iod of Apr il 1995 
thru September 1995; Exhibit (MJP- 3) entitled Capacity 
Cost Recover y, Projected, April 1995- September 1995 and 
Exhibi t (MJP-4) entitled Description o f Whol esale 
Agreements. 

Prepared Direct Testimony of George 11. Keselowsky and 
Exhibit (GIIK-2) entitled Generating Performance I ncentive 
Factor , October 1995 - March 1995 and Exh ibit (GAK-3) 
entitled Generating Perf ormance Incent ive Factor, April 
1995 - September 1995 . 

t 7'r 'It/ 4 • 
Prepared Direct Teatlmony o t E. A. Townes and w. 11. 
Cant rell and Exhibit (WNC/EAT-2) entitled Schedules 
Supporting Oil Backout Cost Recovery fa c t or, April 1995-
September 1995 and Exhibit (WNC/EAT-3) entitled Gannon 
Conversion Project, Comparison of Projected Payoff with 
Oriq lnnl Eotlmato as o f November 1994 . 

5 . Prepared Direct Testimony of Elizabeth A. Townes 
regarding accounting troatment:. ,?f l ong-term firm Schedule 
D soles . r 



Ms . Blan~a s . Bayo 
January 17, 1995 
Page 2 

6 . Prepared Direct Testimony of D. H. Moetae, J r. regard i ng 
option payment from Polk Power Partners, L.P. 

Pl ease acknow ledge receipt and filing of tho above by stamp1n9 
the duplicate copy of this letter and r eturning same to th is 
wr iter. 

Thank you for your assistance in connection with this matter. 

JDB/pp 
Enclosure!; 

Sincerely, 

~::'~~~ 
cc : All Parties of Record (w/encls.) 



• 
.. 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

21i 

25 

DOCXBT NO . 950001-&I 
TAMPA ELECTRIC COMPANY 
OIL BACXOUT 
SUBKITTBD POR FILING 01/17/95 

u \\bt (,l\ 
i\lE tOPV 

TAMPA BL3C'l'JllC COMPANY 

B.BJ'OR.B THB FLOJliDA PUBLIC SDVICB COMMISSION 

POCKKT »O . 950001-BI 

Re: Levelized Oil Backout Cost Recovery Factor 

April 1995 · September 1995 

TBSTDtOl!IY AND KXBIBITS OP 1 

B. A. Townes 

OOCUH(Hl Hti~B(R·OATE 

0 0 57 8 JAN 17!!; 

FPSC-RECORDS/REPORTIHO 



• 

l 

2 
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6 Q. 

7 

8 A. 

DOCXKT NO . 95000~-BI 
TAXPA BLBCTRIC COMPANY 
OXL BACJ:OOT 
~TTBD FOR FILING 01/17/95 

BBPORB THB PLOR.IDA PUBLIC SBR.VICB COMMISSION 

PRBP.AJIE) DIRBCT TBS'l'DtONY 

OF 

BLIZ.UB'l"'l A. TOWNBS 

Would you please state your name and address? 

My name i s Blizabeth A. Townes. My business addrt.ss is 702 

9 North Franklin Street, Tampa, Florida 3360.2. 

10 

11 Q. Please describe your educational background and experience. 

12 

13 A. I received a Bachelor of Business Administration degree in 

1 4 Accounting from Florida Internac:ion.al University in 1978 

15 a nd a Master of Business Administration from the University 

16 

17 

18 

19 

20 

21 

22 

23 

24 

of Tampa in 1982. I am a Certified Publi c Accountant: i n 

the sc:at e of Florida and a Member of c:he Florida Insl.itute 

of Cerc:ified Public AccountAnt:s and American Institute of 

Certified Public Accountanc:s. 

Prior to joining Tampa Blectric Company in January 1982 , I 

was employed by General Telephone Company o f Florida . I 

joined Tampa Blectric AS A regulatory accountant. I n 

September 1983, I was promoted to Manager -Regulatory 

25 Conc:rol and subsequentl y in February 1991, I was promoted 



.. 

1. to my current position as Assistant Controller. 

2 

3 My current responsibilities include accounting for fuel 

4 activities, conservation, oil backout and other regulatory 

5 accounting areas. I am also responsible for the revenue 

6 and financial reporting functions and accounts payable. 

7 

e o. 
9 

10 

l1 A. 

12 

13 

14 

15 

16 

17 

18 Q . 

19 

20 A . 

21 

22 

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

proceeding? 

The purpose of my testimony is to present a summary 

computation of the estimated Oil Backout Cost Recovery 

Factor to be collected during the six- month projection 

period beginning April 1.995 and ending September 1995, 

including the estimated true-up adjustment required as o f 

March 1995. 

Have you prepared doouments in support of your testimony? 

Yes. I have jointly prepared wit h Mr. cantrell a composite 

exhibit titled •schedules Supporting Oil Backout Cost 

Recovery Factor• indicated as Exhibit No. (WNC/EAT- 2) . 

23 This exhibit is a summary of the detailed computations, 

24 prepared under my supervision and d irection, to derive Lhe 

25 estimated Oil B&c.kout Cost Recovery Factor. This exhibit 

2 



... 

1 consists of six documents and I will make refe rences i n my 

2 testimony to each of t .he documents and expl a i n the 

l development, or s ource, of each line item. I have al so 

4 jointly prepared with Mr . C&ntrell Exhibi t No . (WNC/BAT · )) 

5 titled •comparison of Projected Payoff wi t h Original 

6 Estimate, as of November 1994.• This exhibit provides a 

7 comparison of the estimated payback of the Gannon 

9 conversion project with the or iginal projection s ubmitted 

9 during the 1982 qualification hearings. 

10 

n 

12 

ll 

1~ 

Q. 

15 A . 

16 

Ms. Townes, 

assumptions 

factor ? 

would you first please summarize t he key 

used in your derivation of the estimated 

Yes . The key assumptions involved with the detennination 

of the factor for the projection period a re the estimaLed 

17 fuel savings, thtt estimated revenue requi r ements assocl.aced 

19 wi th t he converted Gannon Unics and common facili t ies, the 

19 est i mated energy sal!!B, and the estima ted true -up as of 

20 March 199 5 . 

21 

22 Q. 

2) 

24 

25 A. 

What i s t he estimated Oil Backout Cost Recovery Faccor 

whicn you have determined f or the six -month projection 

peri od ended September 1995? 

e fac t or which I have determined to be appropriate for 

3 
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1 the projection pe riod is . 081 cents per k ilowat:t hour. 

2 This fact:or is shown on line 19, o f Document 1. 

3 

4 Q. 

5 

6 A. 

Please explain the computatio ns shown on Document 1 . 

The computations begin witll the estimated f'nergy sales 

7 during the projection period s .hown on line 1. These 

8 amount:s are consistent wi th the company's fuel adjustment 

9 filing i n thi s docket. L.ines 2 through 4 reflect the 

10 estimatea fuo l savings supplied by Mr. Cantrell. Lines 5 

11 through 10 reflect a computation of the estimated revenue 

12 requirements associated with the Gannon Oil Backout 

13 Project. Lines 11 through 13 reflect a computat1on o ! the 

14 estimated net savings and the amount available !ot 

15 additional depr eciation under the Cl~use. as detenmined on 

16 a six-month bas ill. Li nes 14 through 19 reflect the 

17 computation o f the Oil Backout Cost Recovery Facto r 

18 including the e s timated net true- up ad justment r equired as 

19 of March 1995. 

20 

21 Q. 

22 

23 

l".s . Townes, please e:xplain your computation of re• ·enue 

requirements shown on l ines 5 through 10. 

24 A. The computation begins on l ine 5 with the estimated 

25 straight -line depreciation expense associated with t:he 

4 
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1 various component f:l of the Plant in Service investment. The 

2 monthly provisions for depreciation reflected on line 5 are 

3 based on the currently approved depreciation rates for the 

4 various components of the Plant in Service investment. 

5 Line 6 reflects the estimated interes t carrying cost of the 

6 Plant in Service investment. The projected monthl y 

7 interest expense is determined based on the projected debt 

8 cost applied to the average debt balance ror each month. 

9 Income tax expense, shown on l i ne 7, is computed on 

10 Document 3 . The estimated monthly property tax expense is 

11 shown as Taxes Other Than Income Taxes on 1 ine 8. The 

12 amounts shown on line 9 represent the operation and 

13 maintenance expense differential which was furnished by 

14 Mr. cantrall. Total revenue requirements reflected on line 

15 10 represent tho sum of all revenue requirement components 

16 shown on lines 5 through 9. 

17 

18 Q. 

19 

20 

21 A. 

22 

23 

2 4 

25 

Ms. Townes, would you please explain Document 2 reflect ing 

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 addi tional expenditures are 

currently anticipated, line 2 indicates no additions to 

Plant in Service . L:lno 5 reflects the provision for 

5 



1 depreciation for t he period. These are the same amounts 

2 shown on line 5 of Documents 1 and 5. Line & reflects the 

3 additional depreciation permitted under the Oil Backout 

4 Recovery Clause, equivalent t o 2/3 of the estimated net 

5 savings which is shown on line 13 of Documents 1 and 5. 

6 Line 7 reflects the esti mated net unrecovered investment in 

7 Plant i n Service at the end of the month. 

8 

9 Q. 

10 

Ms . Townes, would you please explain further the 

computation o f income tax expense reflected on line 7 o f 

11 Documents 1 a nd 5? 

12 

13 A . Yes. The computation of t .hese amounts is shown on Document 

14 3. Referring to Document 3, lines 1 through 5 agree with 

15 amounts shown as components of revenue requirements 

16 including those associated with additional depreciation , on 

17 lines 5, 6, 8, 9, 10 and 13 on Documents 1 and s . Li ne 7 

18 reflects the portion of depreciation on line 2 which 

19 represents depreciation of the equity portion o f AFUDC 

20 capitalized during construction. Aa this o.mounc: is noc: t.ax 

21 deductible, it repreaents a •permanent• difference beLween 

22 book and tax basi s of plant. Thus, t his portion of 

23 depreci4tion expense for each month mus t be added back t o 

2 4 book income to compute income before income taxee o n line 

25 e. Line 9 reflects the i ncome tax expense befo r e ratable 

6 
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1 amor tization o f i nvestment tax credi t s using an effective 

2 i ncome t ax ra t e o f 38.575t . Line 10 reflects t he r atable 

3 amorti zatio n o f inves cment t ax credit consist ent wi t h the 

4 i nvestment recovery via depreci atio n expense . Line 11 

5 r e fl ects the total inc ome tax expense which agr ees with 

6 amount s s hown o n line 7 o! Documents 1 and 5. 

7 

8 Q . 

9 

Ms . Townes , you indicated ear lier t hat a ke y assumptior. in 

determi n i ng the facto r f o r this proje ction per iod is the 

10 e stimat ed true ·up a d j us tmen t required f o r the six · month 

11 pe riod ending March 1995. Pleas e expl a in t he calculation 

12 of t he net true · up adjustment. 

1) 

14 A . 

15 

16 

17 

18 

19 

The projected c umulative net true-up adj ustment as of !".arch 

1995 represent s an overrecovery o f $153 . 138 as sho wn on 

l i ne 15 o f Document 1. The true -up a d justment is 

calculated on Documents 4 , 5 and 6. 

The computation begins o n Document 4 with the estimated 

20 tari f f revenues t o be billed under the Clause (or ea<.h 

21 month in the period from October 199' thr ough l".arch 1995. 

22 s hown o n Line 1 . The Oil Backou t Revenue applicable to 

::3 this period is t ha n reduced by the estima ted/actua 1 cost 

24 recovery under the Cla use f o r eac h mont.h in the period (ror.~ 

25 October 1994 t h rough Marc h 199~ . The amounts on Line 4 are 

7 



1 calculated on Document 5. To this true-up provisi on shown 

2 on Line 5 by month, is added the beginning o f the mont h 

3 true-up and interest. provision, shown on Line 6 for a 

~ cumulative end of the period net true- up baf~re i n terest , 

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

6 at March 1995 , of $153,138 is shown on Line 10 o f Document 

1 4 . 

8 

9 Q. 

10 

What was the projected true-up amount fo r the ~ix months 

ended September 1994 which waa included in t he Oil Ba ckout 

11 cost recovery for the period October 1994 - March 1995? 

12 

13 A. I n the filing dated June 27, 1994, the con~any projected a 

14 cumulative underrecovery of $(31,54 3) as o f September 1994 

15 which i s currently being collected. The actual 

1 6 underrecovery at Sept,ember 1994 wao $ ( 62, 379 ) , a s r eflected 

1 7 on line 6 o f Document 4. The act ual underrecovcry at 

18 September 30 , 1994, ia due to hi gher than anticipated 

19 opera t i ng expense. 

20 

2 1 Q. 

22 

23 

2 "1 A . 

What is t he s t atus of the estimat ed payback of the Gannon 

conve rsion project? 

A8 shown on Bxhibit No. (KNC/BAT-3) , titled •comparison of 

25 Projected Payoff with Original Bstimate , as o f November 

8 



1 1994. • cost recovery is now projected for 2001 . The delay 

2 in recovery from the original projection submitted during 

3 the 1982 qualification hearings is due primarily to reduced 

' estimated fuel savings, as sponsored by Mr. Cantrell. 

5 

6 o. Please explain any significant variances noted in the 

7 payoff comparison. 

8 

9 A. 

10 

Actual straight ·line depreciation is less than the original 

projection in 1982. This is due to the 1982 estimation of 

11 early retirement of existing plant. 

12 

13 Significant variances noted in the cost of capital and 

14 income tax components are due to the current estimate be ing 

15 based on the approved lOOt debt tinancing ; whereas. the 

16 original estimate was based on conventional financing. 

17 which i ncluded a combinaLion of debt and equity . Since 

18 conventional financing included an equity component, i ncome 

19 taxes were provided on the return associated with the 

20 equity component:. 

21 

22 An escimate for taxes other than income caxcs was not 

23 i ncluded i n t he original estimate. An escimace is now 

24 i ncluded since property taxes can be more reasonably 

25 determined. 

9 



1 In the original estimate, revenue taxes were incJ udcd as 

2 part of the base revenue requirement (t he sum of straight -

) line depreciation, cost of capital, income t axes, taxes 

4 other than income taxes, operation and ma i nt enance 

5 differential, and revenue taxes ) . Revenue t axes are now 

6 excluded from the base revenue requirement . The Regulatory 

7 Assessment fee is included in the total to be bill ed by 

8 grossing up the Oil Backout factor . 

9 

10 The net resul t of t he changes between the o riginal a nd 

11 current estimate is a decrease in base revenue requ irement. 

12 However, the expected additional depreciation has decl1ned 

13 due to reduced fuel savi ngs. Addi tional depreciation is 

1 4 computed as t wo-thirds o f the excess of fuel savings over 

15 the base revenue requirement determi ned on a s i x -month 

lG fil i ng period as requi r ed under the Oil Backout Clause . 

17 

1 8 Q. 

19 

20 A . 

21 

22 

23 

24 

25 

Ms. Townes, does this conclude your testimony? 

Yes, it does. 

10 
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1 

2 

3 

5 

6 Q. 

7 

8 A. 

DOCKWT RO. 950001 - BI 
DXPA KI&C'l'UC C<*PANY 
OIL BACJ:OOT 
SOAMcrll&D FOR FI LING 01 / 17 /95 

BBFORB '1U n,()lli])A POBLIC SDVICB COMMISSI ON 

Pll.BPARBD Dill.BC'l' TBSTIXONY 

OF 

" · •• CAJIDnL 

Please s tate your name, addres s and occupation. 

My name is William N. CAntre ll . My maiHng address is 

9 P. o. Box 111, Tampa, Plorida 33601, and my businPss 

10 address is 6820 South Tami ami Trail, North Ruskin, Florida 

11 3 3570 . I am Vice Preei~ent· Bnergy Supply of Tampa Electric 

12 Company. 

13 

14 Q . Please furnish a brief outline of your educational 

15 background and business experience. 

16 

17 A. I was educate~ in the public schools of Tampa, Florida and 

18 received a Bachelor of Science degree in Electrical 

19 Engineering from the Georgia Institute of Technology in 

20 1974. I am a registers~ Professional Engineer licensed in 

21 the State of Florida. I also received a Master of business 

22 Adlninistration degree in 1979 from the University of Tampa. 

23 I have been employed. at Tampa Blectric Company since June 

2 4 1975. Since that time I have served as Manager of 

25 Generation Pla.nning, Jaaistant Director, Budgets and 

I 



1 Director of Fuels. In 1987, I was elected to my current 

2 position as Vice Preeident-Bnergy Supply. 

3 

4 Q. 

5 

6 

7 A. 

B 

9 

10 

Will yoo describe some or: the responsibilities o f your 

present position? 

As Vice President - Energy Supply, I am responsible f or the 

engineering, operation, maintenance, and construction of 

the power productio.n facilities including saf~ty of 

perso~nel and equipment, security, training, control o f 

11 costs, and various personnel and administrati ve functions. 

12 I am also responsible for environmental matte rs and fuel 

13 procurement . 

14 

15 o. Mr. Cantrell, what i s the objective of your testimony? 

16 

1 '7 A. The objective of my testimony is to present the cost 

19 associated with the conver·sion of four of Tampa Electric 

19 Company's generati'ng units from oil to coal. I n addit ion. 

20 I will sponsor che calculation of the operation and 

21 mai ntenance expense di!ferential and the determinaL ion of 

22 fuel savings for the projection period and the projec t ed 

23 payoff period . 

24 

25 Q. How does your testimoay relate to the testimony of other 

2 



1 

2 

3 A. 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 Q. 

16 

17 A . 

1 8 

19 

20 

21 

22 

2 3 

24 Q. 

25 

witnesses in this proceeding? 

Ms . Elizabeth Townes is sponsoring the overall calcula t i on 

of the company's Oil Backout Cost Recovery Facto r Co r the 

period April 1995 September 1995, as well as the 

estimated payoff period for the t otal project. I n t hes e 

calculations, Ms. Townes develops the basic revenue 

requirements of the project using the actua l cos t o f the 

conversion assets, and my projection of the ope ration and 

maintenance expense differential and the fue l savings 

resulting from the conversion. Kilowa t t - hour ca l c s and 

fuel costs are consistent with those used in the company' s 

fuel adjustment filing. 

Have you prepared documents in support of your testimony ? 

Yes. I have prepar~ port ions of docume nts which are 

i ncluded in a composite Bxhibit No. (WNC/EAT -:2) tltled 

•schedules Supporting Oil Backout Cost l(ecovery Factor • a nd 

Exhibit No . (WNC/BAT- 31 titled •comparison of PrOJected 

Payoff with Original Bstimate, as of Novemb.er 1 994. • These 

exhibits are being jointly sponsored by Ms. Townes a nd m~. 

Wh~t is the s t atus of the pr oject? 

3 



1 A. The conversion of Gannon units 1 through 4 from oil to coal 

2 is complete. The units were placed into commercial service 

3 as follows: 

4 

5 

6 

7 

8 

9 

10 Q. 

Unit 1 

Unit 2 

Unit 3 

Unit 4 

October 6, 1.985 

May 23, 1.985 

JUly 12. 19 84 

November 7, 1983 

What is the cost of the Oil Backout assets which are 

11 included in the cost recovery computation in this 

12 proceeding? 

13 

1.4 A. 

15 

The total cost o! the conversion project to be recovered 

through the Clause is $1.40. 5 million. No additional 

16 expenditures are anticipated. 

17 

19 Q. What are the projected fuel savings which will occur as a 

19 resu~t of the operaltion of the converted Gannon units 

20 during the projection period? 

21. 

22 A. As shown on Line 4 of Document 1, total fuel sa vi ngs 

23 resultiug from the project for the period April 1995 · 

24 September 1995 are expected to be $266, 530. This amount is 

25 based upon the di fference in fuel expenses from production 

4 



I . 

1 costing runR which s imulate d ispatch of all generating 

2 units with and without the conversion of the Gannon units. 

3 The assumptions for sales, unit ratings , heat rates, coal 

4 and No. 6 oil prices and availability factors are 

5 consistent with those used by the company in its fue l 

6 adjustment !!ling in this doc ket. 

7 

8 Q. 

9 

Have you calculated the projected operating and maintenance 

expense d itferential ot t he project tor April 1995 

10 September 1995? 

ll 

12 A. 

13 

14 

15 

1 6 Q. 

17 

18 

19 A. 

20 

Yes. I have calculated the oper atio n and maintenance 

expense difterential tor this period t o be $2,057.~35 as 

shown on line 9 o f Document 1. 

Please explain how the operation and mainte nd nce e xpense 

differential was calculated. 

The operation and maintenance differential consists o f the 

o il/non-oil operating expense differential and o ther 

21 projected costs resulting from the 011 Bac kout project. 

22 This differential was calculated by applying a percentage 

23 representing the increased operatio n a nd maintenance costs 

24 associated with coal-tiring to total projected operatio n 

25 a nd maintenance expenses pertaining t o the converted Gannon 

5 



1 units. The percentage was derived by comparing historical 

2 operation and maintenance costs for Gannon •m ite 1 - 4 as 

3 oil - fired to historical operation and maintenance costs for 

4 Gannon units 5 and 6 as coal-fired. Specifical ly 

5 identifiable costs to be incurred to comply with the Oil 

6 Backout Cost. Recovery Rule were added t.o the opera ting 

7 expense differential to derive the t otal operation and 

8 maintenance differential. 

9 

10 The operation and maintenance differential as sho\oil1 on 

11 Exhibit No. (WNC/BAT-3) •compari son of Projected i'ayoff 

12 with Original Estimate, as of November 1994 , • is now higher 

13 than the original estimate since the o r iginal estjmate did 

14 not include maintaining the assets requi red f or dua l firing 

15 capability. In addition, the current estimate is based on 

16 more detailed t:ngineering estimates and actual experience 

17 associated with the converted units. 

18 

19 Q. Mr. caotrell, please explain the dec rease in fuel savings 

20 i ndicated on the projected payoff exhibit. 

21 

22 A. The reduction in fuel savings is due to a decreas e in the 

23 projected differential between the price o f oil and the 

24 price of coal, anc1 a decrease in the projected s ystem 

25 energy requirements. The current est imate of fuel savings 

6 



1 is based on long- term fuel price and eneTgy projections 

2 prepared in conjunction with this current fuel adjustmenL 

3 clause filing. 

4 

5 o. 
6 

Does this conclude your testimony? 

7 A. Yes. 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

7 
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