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1 P R 0 C E E 0 I N G 8 

2 {Transcript follows in sequence from 

3 Volume 1 . ) 

4 

5 

MR. BEASLEY : I call Ms . Townes . 

COMMISSIONER DEASON : Ms . Townes, when you 

6 get to the witness stand, if you ' ll please stand and 

7 raise your right hand, and I'll ask Witness Penniuo 

8 also to please stand and to be sworn in. 

9 (Witnesses collectiv ely . ) 

10 COMMISSIONER DEASON : Thank you. Please be 

11 seated . 

12 - - - - -

13 ELI ZABETH A. TOWNES 

14 was called as a witness on behalf of Tam~a Electric 

15 Company and, having been duly sworn, testified as 

16 follows: 

17 DIRECT EXAMINATION 

18 BY MR. BEASLEY: 

19 Q would you please state your name, your 

186 

20 business address and your position with Tampa Electric 

21 Company? 

22 A My name is Elizabeth A. Townes. I ' m 

23 Employed by Tampa Electric company, 702 North Franklin 

24 Street, Tampa, Florida 33602, and my posit1on with the 

25 Company is Assistant Controller. 

FLORIDA PUBLIC SERVICE COMMISSION 
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1 BY MR. BEASLtY : 

2 Q Ms . Townes, did you prepare and submit in 

3 this proceedin~ a document entitled " Prepared Oirect 

4 Testimony of El i7:abeth To1mes, " consisting of eight 

5 pages? 

6 A Yes, I did . 

7 Q If I were to ask you tne questions contained 

8 

9 

10 

in that 

A 

testimony, would your answers be the same? 

Yes, they would. 

MR . BEASLEY : I 'd ask that Ms. Townes' 

11 testimony be i nserted into the record as though read. 

12 COMMISSIONER DEASON: Without objection, it 

13 will be so inserted. 

14 

15 

16 

17 

18 

19 

20 

21 

22 

:23 

24 

:25 
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3 

4 

5 

6 Q. 

7 

8 ~ -

9 

10 

11 

12 Q. 

13 

1 4 

15 A. 

16 

17 

18 

19 

iO 

21 

22 

24 

DOC~ET NO. 960001-EI 
TAMP~ ELECTRIC COMPANY 
80BKITTED FOR FILIHG 1/22/96 

1 8 8 

BEYORE THE PUBLIC SERVICE COMMISSION 

PREPARED DIRECT TESTIKO~~ 

OP 

ELIZABETH A. TOWNES 

Please state your name, address, occupation and employer. 

Hy name is Elizabeth A. Townes. Hy business address is 702 

N. Franklin Stroot, T~mpa, Florida 33602. I am the 

assistant controller of Tampa Electric Company. 

Please describe your educational backqround and business 

experience . 

I received a Bachelor of Bus i ness Administration dogroo in 

Accounting from Florida International University in 1978, 

and a Master of Business Administration degree from the 

University of Tampa in 1982. I am a Corti C iod Public 

Accountant licensed in the State of Florida and a m~r of 

tho Florida and tho American Institute of C?As. I am also 

currently a member of the Edison Electric Inati tute' s 

Accounti~g Standards Committee. 

Prior to joining Tampa Electric Company in January 1982, I 

was employed by Ceneral Telephone Company or Florida in 
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3 

4 

5 

6 

7 

a 

9 

10 

11 

12 

13 

14 

15 Q. 

16 

17 

18 A. 

19 

20 

21 

22 

23 

24 

1 8 9 

various accounting and regulatory functions . I was hired 

by Tampa Electric Company in January 1982, in the position 

of regulatory accountant. In September 1983, I was 

promoted to Manag er - Regulfttory Control and subsequently 

in February 1991, I was promoted to my current pooition as 

assistant controller . 

My current r esponsib ilities include accounting for fuel 

activities, conservation, oil backout and other regulatory 

accounting areas, the revenue and financial reporting 

functions, preparation of budgeted financial statements and 

the monthly surveillance report. I am also reGponsible 

tor disbursement and bank reconciliation processes. 

Have you testified before this Commission in other 

proceedings? 

Yes. I h ave provided written testimony in Docket No. 

920001-EI, 930001- EI , and 940001- EI related to the 

co~pany's oil backout clause and in Docket No. 920324-EI 

which is Tampa Electric Company's most recent full rate 

proceeding. I also testified in Docket No. 930987-EI, 

Investigation into currently authorized return on equity 

of Tampa Electric Company. 

2 



1 Q . 

2 

3 A. 

4 

5 

6 

7 

8 

9 

10 

11 Q . 

12 

13 A. 

H 

15 

1.6 

1.7 

18 

19 

20 

21 

22 

23 

24 

25 

1 9 0 

What is the purpose of your testimony? 

The purpose of this testimony is to discuss the issue which 

was raised by the Florida Public Service Commission Staff 

regarding jurisdictional separation applied to the Oil 

Backout cost Recovery Tariff. To be specific, this was 

Issue 11E contained in Order No. PSC- 95-096-PHO-EI which 

was the Prehearing Order issued August 4, 1995 in the fuel 

adjustment docket. 

Have you testified on this issue previously? 

No. This issue was raised by the Commission Staff in their 

3rd set of Interrogatories in Docket 950001-EI w~lich were 

dated June 30, 1995. Testimony for this docket was f iled 

on June 23, 1995 and the issue was subsequently deferred 

from the August 1995 fuel adjustment hearing. Tampa 

Electric has received approval for its treatment cf oil 

backout cost recovery every six months since 19RJ and 

jurisdictional separation has never been an issue. In 

addition, in June 1995, Tampa Electric made a significant 

concession in conjuntion with the negotiat ion process 

regarding 1995 earnings e1nd agreed to collapse the Oil 

Backout Cost Recovery Tariff. Effective January 1, 1996, 

Tampa Electric is no longer receiving direct recovery f or 

3 
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4 
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Q. 

9 A. 

10 

11 

12 

13 

14 

15 

Q. 

16 A. 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

1 9 1 

the oil conversion expenses and the issue of jurisdictional 

separation is of no consequence going for~ard. 

If the Oil Backout Cost Recovery Tariff were s till in 

existence, shoYld oil backout costs be separated prior to 

calculating the approprhte Oil Backout Cost Recovery 

Factor? 

No. The oil-to-coal conversion was initiated - and the 

project was financed - with the agreement that all costs 

would be recovered from retail ratepayers. 

Please discuss the history related to Tampa Electric's 

unique Oil Backout financing arrangement. 

In December 1982, the company filed a petition with the 

Commission to seek approval of the Oil 8ackout Cost 

Recovery Tariff (the Tariff) and a proposed •project 

fir.ancing" agreement designed to finance the completion of 

the oil to coal converoion of 1~mpn Eloc tric'o Gannon Units 

1 through 4 (the project) . PSC Order No. 11658 states that 

"The Commission . .. hereby approves the Tariff and the 

project financing. In so approving, the commission 

recognizes the substantial benefits to the ratepayers and 

the lenders' l9gitimate relianca on the Tariff remaining in 

4 
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ll 
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13 
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15 

16 

17 

18 

19 

20 

21 

A. 

22 Q . 

23 

24 A . 

25 

1 9 2 

effect until the repayment of the project f i nanc ing.• 

Explain the project financing that was proposed by Tampa 

Electric and subsequently approved by the Florida Public 

Service Commission. 

Essentially the transaction involved off- balance sheet 

financing with debt repayment relying specifically on tho 

Tariff. The Gannon Project Trust was created to own and 

finance the project and the company assigned to t~e Trust 

the r ights to revenues with respect to the project . The 

acquisition and construction of tho project was financed 

100' by debt of wh ich one-half was tax-exempt commer cial 

paper issued by the Hillsborough County Indust rial 

Development Autho rity. This meant that the project could 

be financed by short-term debt without the need to incur 

long- term debt and equity support . Tbia low-coat f i nancing 

meob&nialll would not have been executed without the 

guaranteed revenue atreaa the comaie•ion promised would be 

recovered from retail ratepayer•. 

Did retail ratepayers benefit from this financing? 

Yes. The interest rate o n the Trust debt has fluctuated 

from 2\ to 7.6, since 1983. The Company's we ighted cost of 

5 



l 

2 

3 

4 

5 

1 9 3 

capital during this same ~ime frame was between 7.9t and 

9.9\. over the life of the project, this translates into 

an interest cost savings to the retail ratepayers· benefit 

of more than $40 million. 

6 Q . Should separation have been considered at the time Tampa 

7 

8 

9 

10 A . 

11 

12 

13 

14 

15 

16 

17 Q. 

18 

19 A. 

;!0 

21 

22 

23 

24 

25 

Electric • s first wholesale customer was added in March 

1991? 

No. At that time the oil backout assets and coscs did not 

reside on Tampa Electric books. They were contained in the 

Gannon Project Trusc, separate from Tampa Electric's 

balance sheet and income state~ent. The pledged tariffed 

revenue stream was essential to the continued existence of 

the Trust as discussed in PSC Order No. 11658. 

Did this arrangement change subsequently? 

Yes. In 1992, Tampa Electric had an opportun ity to 

preserve the Gannon Trust low cost pollution control debe 

fl)r the benefit of our retail customers by discontinuing 

the application or the Oil Backout Tariff revenue to debt 

repayment and transferring the debt co the company. This 

meant that the debt could be retained for the benefit of 

ratepayers as opposed to being paid down as was required by 

6 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

1 3 Q. 

14 

15 A. 
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25 Q. 

1 9 4 

the Gannon Project Trust. The company filed a peti~ion 

with this Commission to Qodify the project financing. The 

Company's petition was approved in PSC Order No. PSC-92-

0837 - FOF-EI. This transaction caused the Trust to be 

dissolved and the debt and assets from the conversion to be 

placed on Tampa Electric company's balance sheet on October 

27, 1992. The administrative costs related to the Gannon 

Trust were eliminated resulting in additional savings for 

retail ratepayers as well as reduced interest expense due 

to the pollution control debt retention. The Company's 

petition was approved in PSC Order No. PSC-92-0837-FOF-EI. 

Did this impact the Oil Backout Cost Recovery clause? 

No. Upon approval of the company's petition the assets and 

debt previously recorded on the books of the Cannon Project 

Trust were transferred to Tampa Electric's books. There 

was no change to the Oil Backout clause as a result of this 

action. However, there was an imaediate benefit to 

ratepayers in the form of reduced interest expense due to 

the pollution control debt retention. This lower cost to 

ratepayets was included in the base rates set by th is 

Commission in the company's last rate c ase. 

Have there been other occasions since the addition of Tampa 1 

7 
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A. 

21 Q . 

22 

23 A. 

24 

25 
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Electric's first wholesale customer in March 1991 for the 

Commission to review the treatment of oil backout costs and 

recovery? 

Yes. The Commission has conducted annual audits of the Oil 

Backout clause filin9s 3 times since that date, and has 

approved the projections and true-ups six times. 

Can you summarize your position on this issue? 

Yes. Tampa Electric believes separat.ion of Oi 1 Backout 

costs is not appropriate because ?f the original regulatory 

promise to allow full recovery of costs from retail 

ratepayers. This same promise enabled Tampa Electric to 

secure low-cost financing which has saved and will 

continue to save - interest expense for retail ratepayers. 

Finally, the Company has agreed to cl.iminate the Oil 

Backout tariff as part of the 1995 earnings level agreem£nt 

and, therefore, we believe this issue is moot at this time. 

Does this conclude your testimony? 

Yes, it doess. 

8 
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1 Q (By Ms. Beasley) Would you please summarize 

2 your testimony? 

3 A Yes. Gooe morning, Commissioners. The 

4 purpose of my testimony hero today is to address tho 

5 issue of separation related to Tampa Electric 

6 Company ' s oil backout cost recovery tariff . This 

7 issue was raised by the Public Service Com.mission 

8 Staff back i n the summer of ' 95. 

9 Tampa Electric's oil to coal conversation 

10 project was initiated and the project was financed 

11 with the agreement that all costs would be recovered 

12 from retail ratepayers . The Flor ida Public Service 

13 Commission approved a very unique fina ncing 

14 arrangement for this project which resulted in 

15 substantial benefit s for retail ratepayers . This was 

16 an off-balance-sheet financ~ng agreement in which the 

17 project was financed with low cost debt and the stream 

18 of revenues from the oil backout tariff was assigned 

19 to the Gannon Project Trust for repayment of the debt. 

20 The interest savings to retailed customers over the 

21 life of this financing arrangement has amounted to in 

22 excess of $40 million. 

23 In March of 1991, Tampa Electric Compa ny 

24 acquired its first wholesale customer . At that time 

25 the Gannon Project Trust was still in existence, and 

FLORIDA PUBLIC SERVICF COMMISSION 



1 the pledge revenue stream was essential to the 

2 continued existence of the trust. 

3 In 1992 Tampa Electric Company had the 

4 opportunity to retain some low cost pollution control 

5 debt for the b~nefit of our customers by collapsing 

197 

6 the oil backout trust and transferring the debt to the 

7 Company. The Company filed a petition with this 

8 commission to modify the project financing without any 

9 change to the oil backout clause calculation. The 

10 petition was approved by the Commission in August of 

11 ' 92 . 

12 This resulted in an immediate benefit to 

13 retail ratepayers due to the retPntion of low cost 

14 debt as opposed to issuing new long debt at higher 

15 cost rates. This Commission has conducted annual 

16 audits of the oil backout claus~ and has approved 

17 true-ups and projections over the course of the 

18 project, and the subject of separation was not raised 

19 until now. 

20 In summary, Tampa Electric believeD tile 

21 separation of oil backout costs is not appropriate 

22 because of the original rcgulotory promico to allow 

23 full recovery of all the costs from retail ratepayers. 

24 This same promise enabled Tampa Electric Company to 

25 oecure low cost finoncing which hHs saved, arid now 

FLORIDA PUBLIC SERVICE COMMl~S lON 



1 will continue to save, interest expense for retail 

2 ratepayers. Finally, the Company ho& agreed to 

3 eliminate the oil backout tarift as part of our 1995 

4 earnings level agreement and, therefore, we believe 

5 this issue is moot at this time. 

6 

7 

8 

Q 

A 

Docs that conclude your summary? 

Yes, it does. 

HR. BEASLEY: Submit Ms. Townes for cross 

9 examination. 

10 COMMISSIONER DEASON: Mr. !lowe. 

11 CROSS EXAMINATION 

12 BY MR. HOWE: 

13 

14 

15 

Q 

A 

Q 

16 project? 

17 A 

18 believe. 

19 Q 

Hello, Ms. Townes. 

Good morning . 

Which units were subject to the oil backout 

This was Gannon Units 1 through 4, l 

And what kind of a conversion was 

20 undertaken? 

198 

21 This was an oil backout conversion where the 

22 units were burning oil at that time, and they were 

23 converted to burn coal. 

24 Q Essentially, they were converted back to 

25 burning coal, were they not? 

FLOHJDI\ PUBLJC SEilVICF. COMMJSSlON 



1 A I believe that at one time they had ~urned 

2 coal previously. 

3 Q Are the Gannon units which were converted 

4 back to coal as part of the oil backout project, were 

5 those in any way devoted or commit ted to provide 

6 energy or capacity solely to the retail jurtsdiction? 

7 A At the time that this project was 

199 

8 undertaken, there was no wholesale jurisdiction; tnere 

9 was only retail jurisdiction. 

10 Q And did you say it was in 1991 that Tampa 

11 Electric obtained its first wholesale customer? 

12 

13 

A 

Q 

That is correct. 

How are you defining ''wholo~alo customer'' 

14 for those purposes? 

15 A This was when we obtained Sebring, the city 

16 of Sebring, as a full requirements customer. 

17 Q When you refer to 1991 as the date, I 

18 believe you uaed the date o f March 1991 as the date 

19 when Tampa Electric obtained its first wholesale 

20 customer, you ' re referring to a full requirements 

21 w~olcsale customer, aro you noL? 

22 

23 

A 

Q 

That's correct . 

Did Tampa Electric before that time make 

24 sales to other electric utilities, municipalities, and 

25 so forth, pursuant to contracts or schedules that were 

FLORIDA PUBLIC SERVICE CO!!MISSIOH 
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1 a~proved by the Federal Energy Regulatory commission? 

2 A I believe tha t we did, but I prefer th~t you 

J ask those types of questions of Ms . Pennino. I'm not 

4 sure who we were serving as far as what type of an 

5 entity they were. 

6 Q Do you know whether the generation out of 

7 the Gannon units sine~ 1991 have been used to meet the 

8 loads of both the wholesale and the resale 

9 jurisdictions? 

10 

11 

A 

Q 

Yes, they have. 

In your summary, Ms. Townes, and also in 

12 your prefiled testimony at Page 4, Line 10 , you rP.fer 

lJ to an agreement that all costs would bo recovered from 

14 retail ratepayers. Wha t is that ag r eement? 

15 A That agreement is the approval of t h is 

16 Commission for the Company to undertake thP. speci f ic 

17 unique financing related to the project. 

18 Q Is it your posiLion that the Commission ' s 

19 approval o f the Cinancing or the project was an 

20 expl ici t approval for total retail cost recovery? 

21 

22 

A 

Q 

It was our understanding, yes. 

Are there any words in an order or 

23 communication from CoMmissioners or anything o f thnt 

24 nature upon which you ground that interpretation? 

25 Yes. there are. 

FLORIDA PUBLIC SERVICE COMMISSION 
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1 Q could I ask you what those are? 

2 A Well, t believe I ' ve referred to th~m on the 

J bottom of Page 4 o1 my testimony where I've quoted 

4 some language from the order, PSC Order No. 11658 . 

5 There ' s also some additional language in that order , 

6 which I did not quote the remaining language in the 

7 order, but basically it says : "The Commission hereby 

8 approves the tariff and the product fina ncing. In so 

9 approving, the Commission recognizes the substantial 

10 benefits to ratepayers and lenders' legitimate 

11 reliance on the Tariff remaining in effect until the 

12 repayment of the project financing .'' 

1J And if you continue in the order, it says, 

14 "Accordingly , the commission finds that any action to 

15 cut back or discontinue Oil Backout Cost Recovery 

16 shall properly apply only to futu~e projects and not 

17 to this Project." 

18 Q Is there any order or other communication 

19 from the Commission to Tampa Electric Company where 

:20 the Commission explicitly stated that the Gannon oil 

:21 coal conversion project would not be subject to a 

:22 jurisdictional separation? 

.23 A No, there's no specifi c language because the 

24 separation issue was never raised until now. 

25 Q Ms. Townes, i s it Tampa Electric ' s position 

FLORIDA PUBLIC SERVICE COMHISSIO!I • 



1 that the Commission has the authority to approve 

2 recovery of wholesale costs through retail rntcG? 

3 

4 

A I'm not sure I understand your question . 

Well, for example , is it Tampa Electric's 

5 positiun t hat -- let's use another generating unit, 

6 say Big Bend 4. 1 understand that unit is subject to 

7 a jurisdictional separation, is it not, !r011 1'ampa 

8 Electric's last rate case? 

A Not that unit specifically, bul a contract 

10 that we have that ls 1 unit contract. 

202 

11 Q Well, lot's just speak then to your units in 

12 general. Did the Commission apply a juriudictional 

13 separation factor Jn the Company's l&Gt cauc? 

14 

15 

A 

Q 

Yes, they did . 

And did that jurisdictional allocation 

16 assign certain retail revenue responsibility -- did it 

17 assign certain revenue responsibility Cor, in this 

18 example the generator units, to the reLdil 

19 jurisdiction and assume that other revenue 

20 responsibility would be taken care o1 uy the wholesale 

21 jurisdiction? 

22 Well, I ' m not sure that I can answer that 

23 and say, yes, they assumed that. There wan separation 

24 that took place in our last rate caoe. Certain 

25 transactions were deemed to be soparabl~ in tho 

FLORIDA PUBLIC SERVICE COKHISSIOil 
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1 context of the ~asc. 

2 Q Is it Tampa Electric Company's position that 

J with regard to operating expenses, plant assets, 

4 capital structure, and the like, that arc comm1tted to 

5 both retail and wholesale jurisdictions -- by that I 

6 mean sales to customers in both jurisdictions -- that 

7 the florida Public service Commission could if it 

8 chose, assign all of those expenses, cost and 

9 investment to the retail jurisdiction? 

10 A It could, except for in the case o! this 

11 unique financing arrangement for this particular 

12 project. 

Q Your answer confuses me, Ms. Towne~. Are 

14 you saying it could or it could not except for this 

15 financing? 

16 A No, the Commission could do what you 

17 described earlier in your question. They could 

18 separate assets and costs and whatever between the 

19 wholesale and retail jurisdictions, except that in 

20 this particular case, this project had a unique 

21 financing arrangement with a requi remer•t that the 

22 stream of revenue be pledged against thi v 

2J off-balance-sheet financing trust. Arrd I believe in 

24 that oituation that they could not have oeparated 

25 those costs. 

Fr.ORT OA PUBLIC SERVICE COMMI ~S ION 
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l Q All right . Ms. Townes , Perhaps I've phrased 

2 my question improperly, but my question was going to 

3 the issue of whether the Commission could choose to 

4 assign expenses, investment and capital that were 

5 committed to ~erve both tho wholesale and retail 

6 jurisdiction. Could they assign those categories of 

7 cost to only the retail jurisdiction? 

8 A I believe they could if they wanted co. 

9 Q Essentially, do you believe that the 

10 Commission, if it r.hosc co do so, could assign all of 

11 Tampa Electric's wholesale and retail costs to the 

12 retail jurisdiction? 

13 A I believe that is kind of a farfetched 

14 question. They probably could. It's a judgmental 

15 decision when you are -- my understanding o( it 

16 anyway, when you go through these rate cases and rlo 

17 cost of service and separation studies, that you are 

18 looking for a fair and equitable split of tho coat and 

19 assets . 

20 Q Would it be fair to s~y. Ms. Townes, from 

21 your testimony and from your position here that you 

22 are really rot addressing the Commission ' s lcqal 

23 authority to impose wholesale costs on retail 

24 customers? 

25 No. Esscn~ially, what I'm addressing is the 

FLORIDA PUBL1C SERVICE COMMISSION 



1 fact that this particular project, because ot its 

2 unique nature of financing, is handled in a diiforent 

3 manner from what you are describing. 

4 Q Ms. Townes, I don't know if things have 

5 changed over the years, but I kind ot remember a few 

6 years ago when the issue came up in other utilities' 
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7 rate cases that t he federal commission would not allow 

8 for the recovery of construction work in progress 

9 through wholesale rates. Is thnt r.till true? 

10 A I would have to double-chock the answer on 

11 that. My recollection is that there is construction 

12 in progress allowed lor some environmertal-rolated 

lJ itoms. 

14 Q Let me ask the question this way. If we 

15 were to assume that not all CWIP was allowed in rate 

16 base at tho wholesale level, would ycu dgrce Lhat the 

17 Florida Power Service Commission it they allow~d Ta~pa 

18 Electric 100\ of their CWJP in rate base would still 

19 apply a jurisdictional se~aration factor to that CWIP 

20 for rato.naking purposes? 

21 A I believe they could. 

22 Q Ms. Townes, arc you familiar with the oil 

23 backout rule? 

24 

25 

A 

Q 

Sor.1ewha t, yes. 

would you agree thal that rule allows for 

FLORIDA PUBLIC SERVICE COMHISSION 
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1 oil backcut costs to be rolleo into a utility's base 

2 rates in a subsequent base rate case after approval of 

3 the oil backout project? 

4 A I don't recall that specific language, but 

5 I'll agree with you, subject to check. 

6 MR. HOWE: Commissioner Deason, Ms. Kaufman 

7 is distributing ~ copy of commission Rules 25-17.016 

8 through -- well, I guess the oil backout rule is one 

9 rule. It's a several page document. I would j ust 

~o like to have the rule before the witne6s. 

11 Q (By Mr. Howe) Does this rule look tamilidr 

12 to you, Ms. Townes? 

lJ 

14 

A 

Q 

'{es, it does. 

And is this the rule pursuant to which the 

15 Commission approved Tampa Electric ' s oil backout 

16 project? 

17 

18 

A 

Q 

I believe it is. 

would you refer to PAge 17-17. The page 

19 numbers are at the bottom or the page. It would be 

20 the third page. 

21 A Yes, I have that. 

22 

23 

24 

Q 

A 

Q 

And if you would look in Paragraph D. 

Uh-huh. 

And in particular if you would look ~t Lhat 

25 second sentence -- well, I should say both the first 

FLORIDA PUBLIC SERVICE COMMISS10N 
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1 and the seco~d sentence . Would you agree that this 

2 indicates that pursuant to the Col"mission rule, that 

3 the intent of the Commission was to allow a utility to 

4 recover its oil backout cost through a separate =ost 

5 recovery factor until the utility's next rate case, at 

6 which it may have been roll~d into tho utility's base 

7 rates? 

8 A That ' s tho way this rule reads. 

9 Q And is it Tampa Electric Company's position 

10 that if the G~nnon oil backout project had been rolled 

11 into Tampa Electric's ba~e rates, that the Commission 

12 could not have applied a jurisdictional separation 

13 fac~or to the assets, the expenses, and the investment 

14 associated with the Gannon ptojcct? 

15 A If it had been rolled into base rates, t 

16 agree with your statcmer.t. But this project Wils 

17 financed through this unique agreement and it could 

18 not be rolled into base rates. 

19 Q And the reason it could not be rolled into 

20 base rates, was that because of the off-income 

21 statement and off-balancc-~hcct financing of the 

22 Gannon Trust? 

23 

24 
"' 
Q 

You, th.,t 'n corn•ct. 

And how were the costs to Tampa Electric 

25 booked on the books of Tampa Electric Company? 
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1 Now, you are taking me back into the history 

2 a long ways, but the assets and the debt were not on 

3 our books. There were some cost s that were recorded 

4 in the trust, some administrative costs that were 

5 recorded on th?t side of the transaction. There was a 

6 coal/oil differential that wan calculated to indicate 

7 the difference in ~aintenance costs between running a 

0 coal unit and running an oil unit. 1 believe there 

9 were some investment tax credits that actually w~re 

10 recorded on Tampa Electric's books. 

11 Q Was Tampa Electric the party that was 

12 petitioning the Commission for rates through which 

lJ Tampa Electric would recover the cost of the oil 

14 backout project? 

15 

J.6 

A 

Q 

Yes. 

So Tampa Electric actually received the 

17 money from the imposition of the rate recovery 

18 mechanism; is that true? 

19 A Tampa Electric collected the revenues 

20 related to the oil backout tariff. 

21 Q And did Tampa Electric then remit those 

22 revenues to the trustee of the Gannon Trust? 

23 A Yes. That's the way that the financing 

24 arrangement was set up to work . That those revenues, 

25 that stream of revenues, would go to pay down the debt 
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1 associated with this project . 

2 Q So would you agree that Tampa Electric ' s 

3 customers paid through their retail rates for an oil 

4 backout project, specifically the Gannon oil backout 

~ project? 

6 A They paid through the oil backout portion of 

7 their rates for that project . 

8 Q And is it your position that the commission 

S did not hav~ the authority to limit that rate recovery 

10 t o the retail portion of the Gannon assets actually 

11 providing energy and capacity to the retail customers? 

12 It's my position that as long as this Gannon 

13 Project Trust financing arrange~ent was in placP. , that 

14 they could not roll into base rates, that they could 

15 not reduce the stream of revenues going to that 

16 particular arrangement. 

17 Q Ms. Townes, if there had been no oil backout 

18 project or no oil backout cost recovery rul e wit!. the 

19 Public Service Commission, is there any way tnat Tampa 

20 Electric could have recovered any of the costs through 

21 base rates? 

22 No, the costs couldn 't have been recovered 

23 through base rates, but neither would the ratepayers 

24 have enjoyed $122 million worth of fuel saving& over 

25 the project . 
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1 Are you suggesting that the actual cost for 

2 fuel incurred by Tampa Electric would not have been 

3 flowed through the fuel adjustment clause? 

4 A The actual cost would, but it would have 

5 been much higher had the project not existed. 

6 Q No. I'~ asking if the project had been 

7 undertaken , if Tampa Electric had, in fact, converted 

8 its Gannon units from oil to coal , but the Com~ission 

9 did not have an oil backout cost recovery rule such 

10 that Tampa Electric would have had to recover any of 

11 its conversion cost, O&M, investment, what have you, 

12 through base rates, would the Commission have been 

13 able to allow that recovery through base rates? 

14 A If they hadn't approved this f i nancing 

15 arrangement, yes, they would . However, it would have 

16 cost the ratepayers much more in terms of the 

17 financing costs of the project, which over the course 

18 of this project has resulted in more than a $40 

19 million interest savings. Those oil backout assets 

20 would have had to earn at the overall co~t of capital 

21 for the Company when, in facL, they were tinanccd with 

22 very low cost, partiaJly tax-exempt debt. And so the 

23 carrying coGt for those assets was very, very low 

24 compared to what the overall costs would be had the 

25 assets been on Tampa Electric ' s books and had the base 
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1 rates included ~he recovery of the assets and the 

2 costs. 

3 Q Is it your position then that the 

4 Commission's approval of the financing arrangement, 

5 that being the use of the trust instrument, was a 

6 decision by the Publjc Service Commission to 

7 relinquish any authority it had to make a retail 

8 jurisdictional separation of those costs? 

9 A No, that ' s not my position . My position is 
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10 that by approving the financing arrangement, they did 

11 something that was in the best interest of ratepayers 

12 i n terms of interest cost ~avings over the life o f the 

13 project and in terms of the fuel sav ings over the life 

14 of the project . 

1 5 Q Would it be your position that the finanr.ing 

16 arrangement of the Gannon project aside, that if the 

17 Commission were to identify any project, any 

18 investment of the utility that was deemed to have 

19 an identifiable benefit to retail customers, that the 

20 Commission could choose to allow the utility to 

21 rec~ver all costs? By that, I mean the costs 

22 associated with both the retail and the wholesale 

23 jurisdiction through retail rates . 

24 A I don ' t propose to know all the legalities 

25 of what the Commission could or could not do. So I 
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1 really 

2 asked. 

3 

4 

5 

6 

7 

can ' t answer the specific question that you've 

MR. HOWE: I have no further q uestions . 

Thank you, Ms . Townes . 

COMMISSIONER DEASON: Ms . Kaufman . 

MS. KAUFMAN: Thank you, Mr. Chairman . 

CROSS EXAMINATION 

8 BY MS . KAUFMAN: 

9 Q Ms. Townes, you and Mr . Ho"'e d i ncuM:;ecl tho 

10 oil backout rule, and you have a copy of 1t in front 

11 of you now, and I'd like to look at that again. And 

12 I 'll try to use his copy since that ' s the one that 

lJ you ' ve got be!ore you. 

14 I think you've nlready ag.ccd, did you not, 

15 that this is the rule under which the convers 1on 

16 Gannon project was approved? 

17 

18 

A 

Q 

'ies . 

Okay. If you would look with me on Page 

19 17-16 toward the bottom, No. 3 talks about 

20 qualification procedures. Do you see that? 

Yes. 
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21 

22 

A 

Q And am I correct that these are the crite r ia 

23 that TECO had t~ meet in order to have its project 

24 qualify for oil backout recovery? 

25 A Yes, it is . 
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1 Q If you would look with me at JA, No . 2, 

2 which is one of the criteria . And it ' s correct, isn't 

3 it, that one of the things that TECO had to 

4 demonstrate was that there would be a positive 

5 accumulative present net value of expected net savings 

6 to the retail ratepayers; is tha t correct? 

7 

8 

A 

Q 

That ' s correct . 

And can we assume that TECO made that 

9 showing since tne project was approved by the 

10 Commission? 

11 A Yes. 

12 Q And the next one, Ho. 3, says that TECO 

lJ needed to demonstrate that this project was tl~e most 

14 economical alternative available. Can we assume that 

15 they made that showing as well? 

16 

17 

A 

Q 

Yes. 

Now, you quot ed -- you say you quoted in 

18 your testimony, and you discusst>d with Mr. !lowe, Order 

19 No. 11658, whi ch is the order Lhat approves the 

20 financing that you've been di scussing . 

21 

22 

23 

A 

Q 

A 

That' s c orrect . 

Do you have that order in front ot you? 

Just a minute . Let ne tigure out what tab 

24 it's under . Yes. 

25 MS . JOHNSON: Commissioner Deason, we have a 
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1 copy of the order thae we had planned to hand out and 

2 ask for otticial recognition of it, so we'll do so at 

3 this time. 

4 MS. KJ\UFfo!AN: Thank you. 

5 COMMISSIONER DEASON : That will be fine. 

6 Q (By Ms . Kaufman) Ms . Townes, you discussed 

7 at some length, and I think we understand you r 

8 posi~ion , that the financing arrangement that the 

9 Cc-mmission approved is what you base your position on 

10 in this case. 

11 Putting tha t aside for a moment, can you 
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12 point us to anything in this order that speci!ically 

13 says there will not be a separation between the reta1l 

14 and wholesale jurisdiction? 

15 A There's no specific language In the order 

16 that says retail. There is no spe~iflc language that 

17 says wholesale. At the t ime th is project was 

18 undertaken, Tampa Electric did not have any ~holesale 

19 customers. They o nly had r etai l customers . The 

20 interpretation tnat the Company has made relics on the 

21 language that I quoted earlier, '' that any such action 

22 to c ut back or discontinue oil backout cost recovery, '' 

23 that's basically the language that we are interpret!~q 

24 and relying upon for our decision. 

25 Q So the anuwor would bo that thoro is no 
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1 specific reference that would prohibit a separation of 

2 retail and wholesale? 

3 

4 

A 

Q 

There is no specific language in this order. 

Can we assume that since the oil backout 

5 project was approved and the retail ratepayers paid 

6 for this conversion from oil to coal, that this 

7 resulted in lower fuel cast for the retail ratepayers? 

8 

9 

A 

Q 

Yes, it did, substantially. 

And it also resulted in lowe r cost for the 

10 wholes~le ratepayers, didn't it? 

11 A From the time that we achieved our first 

12 wholesale customer, there was minimal fuel savings 

lJ that they enjoyed because tho coal and oil 

14 differentials were very close togethrr at that time. 

15 Q But the wholesale ratepayers have enjoyed 

16 some savings from this project, haven't they? 

17 Yes. My calculations show that over the 

18 course of the project, or from the time that we got 

19 our first wholesale customer , that they've enjoyed a 

20 big whopping $24,000 of tueJ savinyb. And w~ ' ro 

21 talking in significant amounts compared to the whole 

22 $122 million of fuel savings that the project allowed 

23 us to achieve. 

24 Q And when did you say your !irst wholesale 

25 customer came on line? 
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1 

2 

A 

Q 

In March ot ' 91 . 

okay. But any savings , be they minimal or 

3 large, that the wholesale base ha s enjoyed has been 

4 p a id for by the retai! customers; is that right? 

5 A You can lnterpret i t that way . However, 

6 because of the insignificant dollar level that l"e are 
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7 talking about, it gets lost in the rounding of the oil 

8 backout 

9 

10 time. 

11 

12 

Q 

A 

Q 

factor basically . 

okay. Let me a sk the question one more 

Okay. 

I understand that you think it is not a 

13 significant number, but bo that as it rn1y, any s av i ngs 

1 4 that the wholesale customers have received as a result 

15 of the Cannon conversation has been paid for by the 

16 retail customers through the oil backout c lause? 

17 A ~o. they haven 't paid for iL. The savings 

18 were split one-third/two-thirds between the customers 

19 and the Company. So to the extPnt thdt th~y were 

20 credited with savings, they didn't pay tor these 

21 savings that the wholesale customers participated in . 

22 It would just have been that they were getting the 

23 full credit for the savings. 

2 4 Q In your answer when you are talking about 

25 ''they," you're talking about the retail ratepayers. 
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2 

A 

Q 

Retail ratepayers, right. 

And so it I ' m understanding wh~t you are 

J saying, you ' re saying t~at their savings would have 

4 been less? 

5 

6 

7 

A 

Q 

Yes . 

Okay . That's all I have. Thank you. 

COMMISSIONER DEASON: Staff. 

8 CROSS EXAMINATION 

9 BY MS . JOHNSON : 

10 Q Yes. In response to a question as~ed by 

11 Ms. Kaufman, you indicated that the fuel savings for 

12 wholesale customers was only 24, 000; is that correct? 

13 

14 

15 

A 

Q 

A 

That ' s correct. 

What were the savings for rPtail customers? 

Well, it would h~ve been the 122 million 

16 over the life of the p r oject plus the ~24,000 . 
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17 Q The 24,000 that you referred to reflects tho 

18 amount saved since March of 1991, correct? 

19 

20 

A 

Q 

That ' s correct . 

During that same time period, since ~arch of 

21 1991, what have been the savings f0r Tampa Electric's 

22 retail customers? 

23 A I can calculate that number if you just bear 

24 with me for a minute. (Pause) The retail ratepayers 

25 would have had savi ngs of $6.3 million. 
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2 

) 

Q 

A 

Q 

Could you t~rn to Page 6 of your testimony? 

Yes. 

At Line 5 you testified that there was a 

4 $40 million savings in interest costs that the retail 

5 customers enjoy . Can you tell me, did the wholesale 

6 customers also share in that benefit as well? That 

7 savings? 

8 

9 

10 

A 

Q 

A 

No . 

Can you explain why? 

Yes . That savings represents the foct that 

11 we were able to finance the transaction with 100\ 
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12 debt. At the time-- well, the $40 million represents 

13 the difference between the overall cost of capital 

14 required for the utility and the c~st of this low cost 

15 debt. 

16 At the time that we signed up our first 

17 wholesale customer, Lhc Cannon project trust was still 

18 in existence and, therefore, there was no be~efit to 

1? the wholesale customers fro~ this reduced interest 

20 cost. Their rates were set based on a cost of capital 

21 that did not assume any of the cost ~avings related to 

22 this projoct. 

23 Q Would you agree that tho systom average cost 

24 for Sebring, your wholesale customers, were lower as a 

25 result of the trust financing? 
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1 

2 

A 

Q 

The system average costs of what? 

Would you agree that your system average 

3 costs were lower because of the conversion of the 

4 Gannon un its? The fuel cost? 

5 Uh , fuel cost . System average fuel cost, 

6 yes, as I said earlier there was a $23,000 or $24,000 

7 benefit. 

8 Q Then in essence, then in essence, the 

9 wholesale customers did benefit from the financing 

10 because of that? 

11 II No, they benefited from the (ueJ savings. 

12 They didn ' t benefit troro the financing. 

lJ Q Do you agree that the fuol savings are a 

14 direct result of the Gannon Project Trust financing? 

15 A No, the financing was merely a mechanism to 

16 reduce the costs of putting this ~rejec t into place. 

17 The fuel savings are what resulted a s -- after the 

18 conversion of the unit (rom burning oil to coal. 
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19 MS. JOIItiSOtl: Can we qo ot r the rec ord (or a 

20 moment. 

21 COMMISSIONER OEIISON: Surely. 

22 (Discussion o!r the record.) 

23 MS. JOHNSON: Bear with me a moment, 

24 please. 

7.5 Q (By Ms. Johnson) The Sebring wholesale 
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1 customer I am referring to benefited from the system 

2 averaged fuel cost because of the financing; isn 't 

3 that correct? 

4 

5 

A 

Q 

No, that's not correct. 

Staff !s going to hand out Tampa Electric 

6 Company ' s response to Interrogatory No. 18 that was 

7 filed in Staff ' s Third set of Interrogatories in 

8 Docket 950001. We'd iike to have these identified as 

9 iln exhibit. 

10 COMMISSIONER DEASOH: Is the next exhibit 

11 r-umber JO? 

12 

lJ 

MS . JOHNSON: That's C- rrect. 

COMMISSIONER DEASON : This will be 

14 identified as Exhibit JO. 

15 (Exhibit No . JO mdrked for identification.' 

16 

17 

18 

19 

20 

21 

22 

2J 

24 

25 

Q (By Ms. Johnson) Would you agree that this 

interrogatory response is a calculation of the 

jurisdictional amount of oil backout revenues 

recovered for the period March 1991 through March 

1995? 

A Yes . This iR the Company's response to ~he 

requested calculation. 

Q Okay. And that amount is $498,160? 

A 

Q 

Yes. 

Okay. Does that figure include interest? 
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2 

A 

Q 

I don't believe it does . 

Have you calculated the amounts for the 

3 period of March 1991 through December 1995? 

4 A Yes, l have. 

5 Q Can you tell us what that amount is? 

6 A 537,179. 

7 MS. JOHNSON: Staff has nothina (urther. 

8 COMMISSIONER DEASON: Commissiont'rs. 

9 Redirect . 

10 REDIRECT EXAMINATION 

11 BY MR. BEASLEY: 

12 Q Ms. Townes , how would you characterize the 

13 benefits of the Gannon oil backout project t o Tampa 

14 Electric's retail customers? 

15 I think Tampa Electric ' s retail customers 

16 have benefited to the tune ot over $120 million in 

17 fuel savings . They have had over $40 million in 

18 interest savings related to this issue . 

19 

:20 

Q 

A 

over what period of time? 

That's from the inception of the project, 

21 which began in 1982 through current, the end ot 1995 . 

22 Q Prior to last summer, had any party to this 

:23 proceeding suqgestcd tlhlt 'l'tlmP•' Electric !.lhould have 

24 administered the project any differently than lt was 

25 administering it, and by that, I mean collecting the 

FLORIDA PUBLIC SERVICE COMMISSION 

221 



222 

1 oil backout charge for its retail customers only? 

A No, this issue had never been raised until 2 

J 

4 

5 

6 

7 

8 

9 

last summer, and even in instances where there were 

occasions for it to be raised, for example, in 

discussions concerning the collapse of the trust 

financing , and the oil backout was also addressed in 

the Company ' s last full rate procdeding, so there were 

oppoctunities but the issue was never raised. 

10 

11 

12 

J 3 

14 

15 

16 

17 

18 

Q When it was raised for the first time had 

you already agreed tv eliminate the oil backout cost 

recovery mechanism? 

A I ' m not quite sure of the timing, but I 

believe that that agreement had already been reached. 

MR. BEASLEY: No further redirect. 

COMMISSIONER DEASON: Exhibits. 

MR. BEASLEY: Ms. Townes has no exhibits . 

MS. JOHNSON: Staff moves Exhibit JO . 

COMMISSIONER DEASON: Without objection, 

19 Exhibit JO is admitted. 

20 (Exhibit No. 30 received in evidence.) 

21 COMMISSIONER DEASOII: Thank yuu, Ms. Tmmes. 

22 We need to take an assessment as to where we 

23 stand as far as time requirements to conclude this 

24 hearing. We're past the noon hour. We have one moro 

25 witness; is that correct? 
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1 MS . JOHNSON : That's correct . We anticipate 

2 on ly maybe 10 to 15 minutes of crocs. 

3 

4 

COMMISSIONER DEASON: Mr . Howe. 

MR . HOWE: I would assume no more than 15 

5 minutes o f c r oss . 

6 

7 

8 

COMMISSIONER DEASON : Ms . Kaufman . 

MS . KAUFMAN : No more than that , Mr. Deason . 

COMMISSIONER DEASON : And then Staff is 

9 going to need time to formulate its final 

10 r ecommendations; is that correct? 

11 

12 

MS . JOHNSON: That ' s correct. 

COMMISSIONER DEASON: Well, ir there ' s not a 

13 strong desire, l ' n going to go ahead and break !or 

14 l unch . I ' ve been working nights, through lunch hours, 

15 and everything, I'm going to take a lunch for one day. 

16 So we ' re going to take an hour lunch break and we ' ll 

17 reconvene as 1:15 . 

18 (Thereupon, lunch recess was taken at 12:15 

19 p.) 

20 

21 COMMISSIONER DEASON : Call the heari ng back 

22 to order. 

23 Mr. Beasley. 

24 MR. BEASLEY: Call Mary Jo Pennino. 

25 
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1 MARY JO PENNINO 

~ was called as a witness on behalt ot Tampa Electric 

3 Company and, having been duly sworn, testified as 

4 follows: 

5 DIRECT EXAMINATION 

6 BY MR. BEASLEY: 

7 

8 

9 

Q 

A 

Q 

Have you been sworn, Ms. Pennino? 

Yes, I have. 

Okay. Could you please gtate your name, 

10 address, occupntion and employer? 

11 A My na me is Mary Jo Pennino. My business 

l2 address is 702 North Franklin Street, Tampa, rlorida 

13 33602. And my position with Tampa Electric is Manager 

14 of Energy Issues and Administrdtion in tho RPgulatory 

15 and Business Strategy Section. 

lG Q Ms. Pennino, did you prepare and Gubmlt in 

17 this docket a seven-page document entitled, '' Prepared 

18 Direct Testimony of Mary Jo Penn ino"? 

19 A 

20 Q 

21 in that 

'.2 same? 

23 A 

Yes. 

If I were to ask you the qucstiont• contained 

prepared te~timony, would your answers be the 

Yes, it would. 

I would ilsk that Ms . Pennino ' !• tes timony be 

~5 inserted into the record as though read. 

24 Q 
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1 COMMISSIONER DEASON: WithouL objection lt 

2 will be so inserted. 

3 

4 

5 

6 

7 

8 

9 

10 

11 

J.2 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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1 

3 

4 

( Q. 

6 A. 

9 

10 

ll 

15 

16 A. 

]7 

ltl 

19 

20 

21 

22 

25 

TAMPA BLKCTJliC COMPANY 
DOCEET NO. 950001-EI 
~TT=o POR FILING 11 /~7/95 

22t; 

BEPQRB THB PLORIDA PUBLIC SBRVICB COMMISSION 

PRBPARKD DIRBCT TESTIMONY 

OP 

MARY JO PENNINO 

Please state your name, address, occup~tion and employer . 

My na.me is t'lar·y Jo Pennino. My business address is 702 

North Franklin Street, Tampa, Florida 33602 . My position 

is Manager Energy IRsues and Administration in the 

Regulatory Affairs Department of Tampa Electric Compa~y. 

Please provide a brief outline of your educational 

background and business experience. 

I received a Bachelor of Science Degree in Chemical 

Engineering ! rom the Unlversity o! South Florida, Tampa, 

F:or.ida in 1985. Upon graduation, I began my career at: 

Tampa Electric Company in the Production Deparcment. My 

respons1bil it1es 1ncluded neat rate testing, support 

services for the Plant Chemical Engineers, and start-up 

assistance for Hookers Point Station. In 1991, I 

transtct"tt!d. to the Generation Planning Department where I 

was responsible for annual expansion planning analyses, 

alternative technology evaluation and several other 
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l business plann1ng activities. In 1993. I was prcmoted to 

2 Administrator Wholesalt' and Fuel in the Regulatory 

3 Affdirs Department and in 1995 to Manager - Energy Issues 

4 and Administration, also in Regulatory Affairs. My present 

S responsibilities include the areas of fuel adju9tment 

6 

7 

8 o. 
9 

10 A. 

11 

12 

.13 

111 

15 

16 

17 o. 

18 

19 

:!0 A. 

filings, capacity cost recovery fil1ngs, and rate design. 

What is the purpose of your testimony in this proceeding? 

The purpose of my test.1mony is to present the net true-up 

amounts for the April 1995 through September 1995 period 

for both the Fuel Cost Recovery and the Capacity Cost 

Recovery Clauses. 

P'UBL COST RBCO\'BRY CLAUSE 

What is the net true-up amount for t h6 fuel cost recovery 

clause for the period April 1995 through Septemb~r 1995. 

An over/(underl - recovery oC ($437,2851. The actual fuel 

21 cost ovet I lundl!r) rccov~ry, including interest, is 

22 ($3,398,646) for the period April 1995 through September 

23 1995 (Schedule A2, page 2 of 3, of September 1995 monthly 

24 filing. in Doci..LIIlenL No. 4, teflects an end ol. period total 

25 net true-up of ($9,362,440). Subtracting the beginning of 

2 



2 2 8 

1 period deferred true-up of ($5, 963, 794) yields ctw 

2 ($3,398,646). This ($3,398,646) amour.t, less the 

3 actual/estimated over/(under) - recovery approved in the 

4 August 1995 fuel hearings of ($2,961,361) results in a 

5 final over/(underl recovery for the per:od of ($437,285). 

6 This over/(underl recovery amount of ($437,285) will be 

7 carried over and upplied in the calculation of the fuel 

8 recovery factor for the period April 1996 through September 

9 1996 . 

10 

ll Q. 

12 

13 

111 

15 A. 

16 

17 

18 Q . 

19 

20 A . 

How much effect will this ($437,2851 overt1under) 

recovery in the April 1995 through September 1995 period, 

have on the April 1996 throJgh September 1996 period? 

The ($437,285) over/(underl - recovery will cause~ 1,000 

KWH residential bill to be approxjmately $0.06 higher. 

Have you prepared an Exhibit in this proceeding? 

Yes. Exhibit No. (MJP·1, Fuel Cost Recovery and capacity 

2~ Cost Recovery) which contains rour documents. Document No. 

?::l 3 is used to explain the capacity cost recovery c..lause 

23 which \.s discussed later in my testimony. Document No. 4 

24 contains Commission Schec!ules A·l through A· 9 for the 

~5 months of April 1995 through September 1995. Included w~th 

3 
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1 the September 1995 monthiy filing is a six months summary 

2 for each of Commission Schedules A6 , A7, AS, and A9 for the 

3 period April l9S5 through September 1995. 

4 

5 Q. 

6 

7 A. 

8 

9 

Please explain Document No. 1. 

Document No. 1. entitled ·T~ Electric Company Final Fuel 

Over/(Underl Recovery for the period April 1995 through 

September 1995" shows the calculaLion of the final fuel 

10 over/(under) · recovery for the period of ($437,285) which 

11 will be applied to jurisdictional sales during the period 

12 April 1996 through September 1996. 

13 

1~ Line 1 shows the total company fuel coats of $191,978,244 

15 for the period April 1995 through September 1995. The 

16 jurisdictional amount of total !uel coaLs is $194,087,806 

17 as shown on line 2. This amount is compared to the 

18 jurisdictional fuel revenues appli:able to the period on 

19 line 3 to obtain the actual over/(under) · recovered fuel 

:!0 costs for the period, shown on 1 ine 4. The resulting 

~ 1 ($3,215,971) over/lunder) · recovered fuel costa for the 

22 period, combined w~th ($182,675 ) of interest shown on line 

23 5, constitute the actual over/(under) recovery of 

24 1$3 ,398,6461 shown on line 6. The ($3,398,646 ) less Lhe 

25 actual/estimated over/ (under) · recovery of ($2, 961, 361) 
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1 shown on line 7, which was approved in the August 19~5 fuel 

2 hearings, results in the final ~ver/lunderl - recovery of 

3 ($437,2851 shown on line 8. 

4 

5 o. 
6 

7 A. 

8 

9 

What does Document No. 2 show? 

Document No. 2, entitled •Tampa Electric Compdny 

calculation of True-Up Amount Actual vs. Original ~aLimates 

Cor the period April 1995 through September 1995 , • shows 

10 the calculation of the actual over/(underl recovery as 

11 compared to the original estimate for the same period. 

12 

1:; 0. 

14 

15 

16 A . 

17 

1B 

19 

20 o. 
21 

22 

23 A. 

24 

?.5 

What was the variance io ju~isdictional fuel revenues for 

the period April 1995 through September 1995? 

As shown on 1 ine Cl of my Document No. 2. the company 

collected $2,515,482 or 1.4\" more jurisdiction~l fuel 

revenues than originally estin~ted. 

What was the total fuel and net. power transaction cost 

val'iance for the period April 1995 through September 1995? 

As shown on line A7 of Document No. 2, the fuel and net 

power transact ions cost vat·iance is $6, 061, 780 or 3. 3\". 

5 



1 Q. 

2 

J 

4 A. 

5 

2 3 1 

What are the reasons for the total fuel and net power 

transactions cost being highe~ by $6,061,780 or 3.3\? 

The primary reason for the 3. 3\ i ncrease is due to Net 

Energy for Load being up 203,532 ~~ or 2.5t. This 2.5\ 

6 combined with tne ¢/KWH Cor Total Fuel and Net Power 

7 Transaction being greatet" than estimated by 0. 8\, accounts 

e for the 3.3\ inc rease. 

9 

10 

1). 

12 Q. 

13 

14 

1'5 

1~ A. 

CAPACITY COST RECOVBRY CLAUSE 

What is che net true-up amounc for the capacit:y coat 

recovery clause !or t he period April 1995 through September 

1995? 

An over/(under) recovery of $179.568. The actual 

17 capacity cost over/Cunder) - recovery. incl uding interest. 

1~ is $133,949 for the period April 1995 t hrough September 

19 1995 (Document No. 3, pages 2 and 3 of 5). This amount, 

20 less the actual/estimated over/(under) - recovery approved 

21 in che August 1995 fuel hearings of ($45 ,619 ) results in a 

:!2 final ever/ (undt!r) - rccovory !or Lhtl period o l Gl79, !168 

23 (Document: No. 3 , page 5 o! 5). This over/(underl 

24 recovery amounL or $179. 568 will be carried over and 

25 appl ied in the calculation o! the capacity cosc recovery 

6 
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2 

3 Q. 

4 

5 

6 

7 A . 

8 

9 

10 Q. 

ll 

2 32 

factor for the period April 1996 through September 1996. 

How much e(Cect will this $179,5(8 over/(under) - recovery 

1n the April 1995 through September 1995 period, have on 

the April 1996 through Septembet 1996 period? 

The $179, S68 over/ (under) - recovery will approximately 

cause a $0.02 decrease in a 1,000 KWH residential bill. 

Does this conclude your testimony? 

1~ A. Yes. 

7 
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15 

16 

17 A. 

18 

19 

20 

21 

22 

23 
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BBPORE TUB FLORIDA PUBLIC SBRVICB COMMISSION 

PREPARED DIRECT TESTIMONY 

OP 

MARY JO PENNINO 

Please state your name, address, occupation and employer. 

My name is Mary Jo Pennino. My business address is 702 

North Franklin Street, Tampa, Florida 33602. My title is 

Manager - Energy Issues and Administration. I work in the 

Regulatory and Business Strategy Department of Tampa 

Electric Company. 

Please provide a brief outline of your educat~onal 

background and business experience . 

I graduated from the University o! South Florida with a 

Bachelor of Science Degree in Chemical Engineering in 1985. 

Upon graduation, I began my cart:!er with Tampa El..:ctri.:: 

Company as an Engineer in the Production Department. In 

1991, I transferred to the Generation Planning Department 

where I wa!:l responsible Lor annual expansion planning 

analyses, alternative to::chnology evaluation and several 

ocher business planning activities. In 19Q3, I was 

prt')moted to Administrator - Wholesale and Fuel in t:he 
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1 Regulatory Affairs Department and in 1995 to Manager · 

2 Energy Issues and Administration, also in Regulatory 

3 Affairs which ~as recently been renamed to Regulatory and 

4 Business Strategy. My present responsibilities include the 

s areas of fuel adjustment filings, capacity cost recovery 

6 filings, and rate design . 

7 

8 Q. What is the purpose of your testimony in this proceeding? 

9 

10 A. The purpose of my testimony is to present to the Commission 

11 thP proposed Total Fuel and Purchased Power Cost Recovery 

12 (actors for the period of April 1996 · September 1996, and 

13 the proposed capacity Cost Recovery factors for the same 

14 period. 

lS 

16 pyel and furchaacd Power Coat Rocoyory Pactors I Capacity Coat 

l 7 Recoyerv C1auoe 

18 

19 Q. 

20 

l1 

22 

23 A . 

24 

2S Q . 

Did you review the projected data neceasary to calculate 

the Total Fuel and Purchased Powe~ Cost Recovery factors 

for the period April 1996 - September 1996? 

Yes I have. 

Do you wish to sponsor an exhibit consisting or Sched•Jles 



1 

2 

3 

4 A. 

5 

6 

7 

8 

9 

10 

11 

12 

13 o. 

14 

15 

16 

17 

18 A. 

19 

20 Q. 

21 

22 A. 

23 

24 

25 
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H·1 (April - September, 1993 through 1996) and Schedules E-

1 through E-10 (April 1996 - September 1996)? 

Yes. Also contained in this exhibit are Schedules E-2. E· 

3, E-5, E-6, E-7, E-8 and E-9 fo.t" the prie>r period October 

1995 - March 1996. These schedules are furnished as back ­

up for the projected true-up for this period and consist of 

t wo actual months and four projected months. 

(Have identified as Exhibit No . 

Projection.) 

Does Schedule E-1 of Exhibit No. 

(MJP·2), Fuel 

(MJP·2l , Fuel 

Projection. show the proper value for the Total Fuel and 

Purchased Power Cost Recovery Clause as projected for the 

period April 1996 · September 1996? 

Yes. 

What is the p1·oper value for t:he new period? 

The proper value for the new period is 2.390 cents per kwh 

before the applicaLion of the factors that adjust for 

variations io line losses . 

3 



1 Q. 

2 

3 A. 

236 

Please describe the information provided on Schedule E-1C. 

The GPIF and True-up f actors are provided on Schedule E-1C. 

4 We propose that a GPIF reward of $376,230 be included in 

5 the projection period. The True-up amount for the October 

6 1995 - March 1996 period is an overrecovery of $599,902 . 

7 This overrecovery is comprised of a final True-up 

8 underrecovery amount o! ($437 ,285) Cor the April 1995 -

9 September 1995 period and an estimated overrecovery in the 

10 amount of $1,037,187 for t he October 1995 - March 1996 

11 period . 

12 

13 Q . Please describe the information provided on Schedule E-10. 

14 

E ' A. Schedule E-10 presents the company's on-peak and off-peak 

16 fuel charge factors for the April 1996 - September 1996 

17 period . 

18 

19 Q. 

20 

21 A. 

22 

23 

24 

25 Q. 

What: is the purpose of Schedule E·1E? 

The purpose of Schedule E-lE is to present the standard, 

on-peak and off-peak fuel charge Lactors alter adjusting 

for variations in line losses. 

Please recap the proposed Fuel and Purchased Power Cost 
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1 Recovery faccors for che April 1996 - Sepcember 1996 

2 period. 

3 

4 A. Fuel Charge 

5 Rate Schedule Factor !cents per kwh! 

6 

7 Average Faccor 2.390 

8 RS, GS and TS 2.405 

9 RST a nd GST 2.908 (on- peak) 

10 2.166 (off-peak) 

11 Sl ·2, OL-1 and OL 3 2.277 

12 GSD, GSLD and SBF 2.39J 

13 GSDT, GSLDT aod SBFT 2.893 !on-peak) 

111 2.155 (off-peak) 

b IS - 1, IS-3, SBI·1, SBI·3 2 . 323 

1G IST-1, IST-3, SBIT-1, SBIT-3 2.809 (on-peak) 

17 2.092 (off- peak) 

18 

19 Q. How does Tampa Eleccric Company • s proposed average fuel 

20 chargP factor of 2.390 cents per kwh compare to the average 

21 fuel charge CacLor for the Occober 1995 · March 1996 

22 period? 

23 

24 A. The proposed fuel charge !actor is 0.025 cents ~er kwh (or 

25 25 cents per 1000 kwhl higher than the average fuel charge 

5 
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4 Q. 

5 

6 

7 
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factor of 2.365 cents per kwh fo r the Octobtr 1995 - March 

1996 period. 

Are you also requesting Commission approval of the 

projected Capacity Cost Recovery factors for the Company's 

various rate schedulea? 

8 A. Yes. 

9 

10 Q . 

11 

12 

13 

14 A. 

15 

16 

17 Q. 

18 

19 

20 A. 

21 

22 

23 

24 

25 Q. 

Have you prepared or caused to be prepared under your 

direction or supervision an exhibit which supporLs this 

request? 

Yes. It consists of five pages indentified as Exhibit No. 

MJP-3, Capacity Cost Recovery. 

What payments are included in Tampa Electric's capacity 

cost recovery factor? 

Tampa Electric is requesting recovery, through the capacJ.ty 

cost recovery factor, of capacity payments made pursuant to 

cogeneration, small power production and purchased power 

agreements to which we are a parLy. 

Please re-cap the proposed Capacity cost Recovery Clause 

6 
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1 fac~ors !or the April 1996 - September 1996 period. 

2 

3 A. 

4 Rate Schedule 

5 

6 

7 

8 

9 

10 

ll 

12 

RS 

GS and TS 

GSD 

GSLD and SBF 

IS-1, IS-3, SBI-1, 

SL-2, OL-1 and OL-3 

SBI-3 

Capacity Cost Recovery 

Factor !cents per kwhl 

0.193 

0.179 

0.135 

0.123 

O. Oll 

0.029 

13 These factors can be seen in Exhibit No. ___ (MJP-3), page 

14 3 O( 5. 

15 

16 0- What is the composite effect o f the above changes on <t 

17 1,000 kwh residen~ial Customer? 

18 

19 A . 1\ residential bj 11 for 1. 000 kwh will decrease ~0. 02 

20 beginning 1\pril 1996. See table below. 

7 
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:t. 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
l!) 

20 

21 

22 Q. 

23 

24 A. 

2 4~ 

Oct. 95 Ja.n. 96 ApJ.' . 96 
Thru thru thru 

Typo of Chorqo Doc. 95 MAr . 96 Sept. 96 

Customer $ 8.50 $ 8.50 $ 8.50 

Energy 4 3.42 43.42 43.42 

conservation l. 53 1. 53 1. 62 

Oil Backout: 0.!)8 0.00 0 . 00 

Fuel 23.!!0 23.80 24.05 

capacity 2.29 2.29 1 • 93 

FGR Tax 2....0.5. 2.....0..4 2.....0..4 

Total $ 82.17 $ 81.58 $ 81.56 

When should the new charges go ~nto effect? 

They should go into effect commensurate with the !irst 

~5 billing cycle in April 1996. 

26 

27 Q. Does this conclude your test\mony? 

28 

29 A. Yes it does. 

30 

31 

32 

33 

34 

8 
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BZ70RE THE PUBLIC SERVICE CO~SSION 

PREPARED DIRECT TESTIMONY 

OP 

MARY JO PENNINO 

Please state your name, address, occupation and employer. 

My name is Mary Jo Pennino. My business address is 702 

North Franklin Street, Tampa , Florida 33602. My position 

is Manager - Energy Issuea and Administration in tho 

Regulatory and Business Strategy Department of Tampa 

Electric Company. 

Please provide a brief outline of your educational 

background and business experienco. 

I graduated from the University ot South Florida with a 

Bachelor of Science Degree in Chemical Engineering in 1985. 

Upon graduation, I began my career with Tampa Elnctric 

company as an Engineer in the Production Department. In 

1991, I transferred to the Generation Planning Department 

where I tlaa responsible for annual expansion planning 

analyses, alternative technol09y evaluation and several 

other business planning activities. In 1993, I was 

promoted to Administrator - Wholesale and Fuel in the 
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3 

4 

5 

6 

7 

8 Q . 

9 

10 A. 
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Regulatory Affairs Department and in 1995 to Manager -

Energy Issues and Administration, also in Regulatory 

Affairs which has recently been renamed Regulatory and 

Business Strategy . My present responsibilities include the 

areas of fuel adjustment filings, capacity cost recovery 

filings, and rate design. 

What is the purpose of your testimony? 

The purpose of my testimony is to address an iosue which 

11 was deferred from the August 1995 fuel adjustment hearing. 

12 I am referring to Issue 11F contained in Order No. PSC-95-

13 0946-PHO-EI which was the Preh~aring Order issu&d August 4, 

14 1995 in the fuel adjustment docket. The issue in questi~n 

15 is whether Tampa Electric should be required to refund a 

16 portion of oil backout coat recovery revenues previously 

17 recovered from its ret~il customers in tho event the 

18 Commission decides that, prior to the collapse of the Oil 

19 Backout Cost Recovery Tariff effective January 1996, the 

20 company should have separated oil backout cost recovery 

21 costs by wholesale and retail jurisdiction. 

22 

23 Q. What is Tampa Electric's position regarding this issue? 

24 

25 A . We believe it would be unfair for Tampa Electric to be 

2 
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10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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required to be rC?tund any ot the revenues the company has 

recovered in good faith from its retail customers. Costs 

for wholesale transactions are under the jurisdictJon of 

the Federal Energy Regulatory Commission (FERC). It would 

be impossible to obtain approval from PERC to recover any 

of the expenses associated with the Gannon oil-to- coal 

conversion from the wholcsala customers retroactively. 

Thus, a change that would require a refund t o retail 

customers would be paramount t~ a disallowance of recovery, 

since tha costs could not be recovered from wholesale 

customers. It was the Florida Public Service Commission 

and not the PERC who encouraged utilities to reduce 

dependency on foreign oil and provided direct recovery of 

conversion expenses through a separate tariff versus base 

rates. Recovery of conversion expenses from a wholesale 

customer would have to be acco::~plishad through a FERC 

approved wholesale base rate change. Requesting recovery 

of past conversion expenses from a wh~lesale customer would 

constitute retroactive ratemaking and would, therefore, not 

be allowed. The separation issue has been raised at a very 

late dato, subsequent to tho collapse of the Oil Backout 

Tariff, and after the Commission has had several 

opportunities in various dockets since the addition of 

Tampa Electric's first wholesale customer in March 1991. 

For tne Commission to require any retroactive treatment at 

3 
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7 

8 

9 A. 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

2 4 4 

this time would be to effectively penalize Tftmpa Electric 

tor its prudent implementation of an oil-to-coal 

conver sion. 

Are you aware of any recent cases whore the Commission has 

retrained from requiring retroactive refunds in 

circumstances similar to the present? 

Yes . In tho first fuel adjustment docket subsequent to tne 

addition of Tampa Electr ic's first wholesale customer, 

Docket No. 910001-EI, the issue was raised whether or not 

Tampa Electric should be r equir ed to refund a portion o! 

previously approved buyout costs for tho buyout of a coal 

contract with Pyramid Mining, Inc . to the retail ratepayers 

based on an allocation to tho wholesale jurisdictio~. ~he 

order apJ:;roving the Pyramid buyout and recovery of the 

costs associated with it did not contemplate the question 

of recovery from retail versus wholesale ratepayers. The 

Commission reasoned that, under this circumstance, when 

Tampa Electric acquired its wholesale customer, the company 

could reasonably have interpreted the buyout order to apply 

only to its jurisdictional customers. The Commission 

agreed with Staff's recomm('ndation and stated in Order No. 

25148 that wthe fairest resolut ion of the issue before us 

is to apply our interpretation of the method of allocation 

4 
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10 
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12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 
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ot contract buyout costs on a prospect! ve basis. ~ The 

commission and commission Starr did not find it appropriate 

to penalize the coapany tor collecting revenues in good 

faith from the retail customers by requiring a rotund. 

Should this rationale apply in this case? 

Yes. In this case, the CoiiiJDission's original 1982 oil 

Backout order and subsequent orders and reviews did not 

specify ellocation of costs to wholesale ratepayers. Under 

these circumstances, when Tampa Electric acquired i ts 

wholesale customers, Tampa Electric reasonably interpreted 

the orders to apply only to its jurisdictional customers. 

It would be unfair to force the company to be penalized by 

refunding a portion of re\cnues that the company collected 

in good faith. 

Subsequent to tho addition of Tampa Electric · a first 

wholesale customer, separation was addressed as it rP-lated 

to the Pyramid coal buyout. Was it also addressed as it 

related to oil backout cost recovery? 

No. Although oil backout recovery wao ~xaminod and 

approved within the same docket as tho Pyramid separation 

issue , the some issue was not raised with respect to oil 

5 
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backout cost recovery. 

Are there additional reasons not to require refunds? 

Yoo. Adjustment o lauso typo rooovorj' londtJ 1 tsol r Lo 

retroactive treatment duo to the fact that ·pass-through" 

expenoes arc approved prior to their occurrence. 

Retroactive adjustments enable the Commission to exa~ine 

actual expenses and make adjustments basert on the prudency 

of those expenses. In the present case, while we are 

talking about an adjustment cl~uso type roc~very, we are 

not talking about a prudency situation where , for example, 

the prudency of prior fuel contract negotiations or 

contract administration io being called into question. 

This is not a prudency issue at a!l. Instead, it is one of 

int~rpretation. Retroactive consideration should not be 

abused to extend to other situations simply due to ~he fact 

that recovery of oil backout expenses has been structured 

in an adjustment clause. The application of rotr~cativc 

treatment in this case is simply not appropridte. Tampa 

Electric has been applying a reasonable interpretation of 

tho oil backout related orders. Given the extensive 

Commission review and consideration of Tampa Electric· s 

treatment o! oil backout cost recovery, T~mpa Electric has 

had reason to believe its interpretation of the oil backout 

6 
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18 

19 
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22 

23 

24 

2: 5 

2 4 7 

orders coir.cided with the Commission's interpretation. 

would you please summarize your testimony. 

If the commission concludes that there should be a 

jurisdictional separation applied to the oil backout 

tariff, such interpretation should be applied only on a 

prospective basis. No refunds to jurisdictional customers 

should be required based on the fairness considerations set 

forth in this testimony and in Commission order No. 25148 

issued in the fuel adjustment docket back ir1 1991. This 

issue is one of basic fairness and interpretation -- not 

one of prudency. 

Does this conclude your testimony? 

Yes it does. 

7 
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1 Q (By Hr. Beasley) Ms. Pennino, would you 

2 please summarize your testimony? 

J A Yes . The pu rpose of my testimony is to 

4 address the issue of whether or not it would be 

5 appropriate to effectively disallow complete recovery 

6 of the previously approved oil backout e~penses 

7 through requiring Tampa Electric to refund a portion 

8 of the revenues previously collected from rotail 

9 customers based on the jurisdictional separation 

10 between wholesal e and retail. 

11 ~s Ms. Townes statee, Tampa Electric 

12 believes that separation of oil backout costs is not 

13 appropriate because of the regulatory promise to allow 

14 full recovery of costs from retail r~ tepaycrs. 

15 However, if the Commission concludes that oil backout 

16 costs should be recovered from retail and wholesale 

17 ratepayers, such interpretation should only be applied 

18 on a prospective basis. 

19 Costs for wholesale transactions are under 

20 FERC jurisdiction. It would be impossible to obtain 

21 an approval from FERC to retroactively recover the 

22 costs associated with the Gannon oil-to- coal 

23 conversion. Recovery of conversion expenseD from a 

24 wholesale customer would have to be accomplished 

25 through a wholesale baoe rate change . Requr~ting 

FLORIDA PUBLIC SERVICE COMMISSION 



1 recovery of past conversion expenses from a wholesale 

2 customer would constitute retroactive ratemaking and 

3 would, therefore, not be allowed. So requi ring a 

4 refund to retail cus t omers would be paramount to 

5 disallowance of complete recovery. 

6 In addition, when the Commission was faced 

7 with a similar situation regarding jurisdictional 

B separation of buyout costs for a coal contract they 

9 ruled that the fairest resolution was to apply an~· 

10 allocation to wholesale on a prospective basis only. 

11 And finally, I'd like to add that 

12 retroactive adjustments are appropriate when dealing 

13 with the issue of prudency of expenses related to 

14 adjustment clauses. The issue at hand, howe~ec, is 

15 not one of prudency. It is one of interpretation and 

16 fairness . 

17 Tampa Electric has been applying a 

18 reasonable interpretation of the oil backout related 

19 orders that were silent to the issue of separation . 

20 And given the extens ive Commission review of Tampa 

~1 Electric's treatme nt of oil backout c osts, Tampa 

22 Electric has had every reason to believe its 

23 interpretation of the o il bac kout orders coinc ided 

2 4 with the Commission's interpretation. 

25 To bring th is iss ue forward at such a late 

FLORIDA PUBLIC SERVICE COMMISSION 
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1 date after Tampa Electric has conceded to collapse the 

2 oil backout clause and to further require a refund of 

J the portion of the costs they were allowed to recover 

4 woul d be effectively penalizing Tampa Electric for its 

5 prudent impl ementation of on oil to coal conversion 

6 project . 

7 MR . BEASLEY: We tender Ms. Pennino for 

8 questions . 

9 COMMISSIONER DEASON: Mr. Ho~o:e. 

10 CROSS EXAMINATION 

11 B'i MR . HOWE: 

12 0 Hello, Ms. Pennino. One question that was 

~J referred to you by Ms. Townes, the issue of what type 

14 of wholesale sales was Tampa Elertri~ making before 

15 they obtained Sebring as a full requirements customer. 

16 A Well, we had the contract for the sale of 

17 Big Ben 4 prior to the requirement sale to Sebring. 

18 Q Those were unit power sales arrangements, 

19 weren't they, with Florida Power and Light and, I 

20 think, Florida Power Corporation? 

21 A Florida Power and Light and it wa s the sale 

22 of Big Bend 4 only. 

2J Q What other types of wholesale sales does 

24 Tampa Electric engage in besides full requirement 

25 f>nles? 

FLORIDA PUBLIC SERVICE COMMISSION 



1 A Interchange SAles. 

2 Q What are those? 

3 A Those are the emergency sales, economy 

4 sales, t he short-term negotiated sales, and we also 

5 engage in the ScheduJe 0 firm sales. 

6 Q How long has Tampa Electric been engaged in 

7 making interchange sales? 

8 A I ' m not sure how far back that date is. 

9 It'& been quite a while . 

10 Q Basically Tampa Electric was making economy 

11 sales during the time period after the Gannon 

12 conversion, was it not? 

l3 

14 

A 

Q 

Yes . 

Did the Gannon conversion lower Tampa 

15 Electric's fuel cost on a system basis? 

16 

17 

A 

Q 

Yes. 

Would the lowering of system average fuel 

18 costs increase the likelihood that Tampa Electric 

19 would have made economy sales? 

20 

21 

A 

Q 

Yes. 

Was Tampa Electric making economy sales out 

22 of the converterl Gannon units between the period 1983 

23 and 1991 when it obtained its first full requirement3 

24 wholesale customer? 

25 A Potentially. 

Ff~RIDA PUBLIC SERVICE COMMISSION 
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1 Q What do you mean by "potentially"? 

2 A I'm not positiv~, but I assume they were. 

3 Q To make it clear in the record, would you 

4 agrne that economy sales are basically as available 

5 interchanges based on the generating units Tampa 

6 Electric has on their system at a particular tice 

7 versus what the cost of generation would be on other 

8 utility systems? 

9 A Yes. 

10 Q And the sales were made on a split-the-

11 savings basis, are they not? 

12 A That•o right. 

13 Q And those ore purouant to schcdul~o that ore 

14 on file and approved by FERC; is that correct? 

15 A I believe so. 

16 Q Hs . Pennino, do you happen to know anything 

17 about Florida Pow~r and Light ' s oil backout cost 

18 recovery project? 

19 A llo. 

20 Q Do you happen to know whether Florida Po..,or 

and Light appllcd a jurisdictional se~aration factor 

22 to their 500 kV transmission lines which were approved 

23 for oJl backout cost recovery purposes? 

24 A I'm not positive what tho oil backout 

25 project was with Florida Power and Light, although 
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1 through our conversations with Staff as we've 

2 discussed this issue, they've indicated to us that 

3 Florida Power and Light does apply jurisdictional 

4 separation. 

5 MR. HOWE: I have no further questions . 

6 Thank you. 

7 COMMISSIONER DEASON: Ms. Kaufman. 

8 CROSS EXAMINATION 

9 BY MS. KAUFMAN: 

10 Q Good a!tetnoon, Ms. Pennino, I just have a 

11 brief series of. questions. 

12 On Page 4 and then going over to Page 5 of 

13 your te&ti~ony, you're talking about the TECO pyra=id 

14 buyout. Do you see that? 

15 A Yes. 

16 Q And you talk abou~ the decision that was 
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17 made in that case and the fact that you think the same 

18 rationale should apply here; is that right? 

19 A I think the decision as it was applied to 

20 the retro~ctive treatQent should be applied here. 

21 And then on Page 5, starting at about Line s 

22 you give your rationale, and part of that is the fact 

23 that the original 1982 oil backout order and 

24 subsequent orders did not spec~fy separation; is that 

25 correct? 
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2 

A 

Q 

That ' s correct. 

Isn't it true that your fi~st wholesale 

3 customer did not come on the system until about 1991? 

4 A March of 1991 was the first all requirement 

5 sale that we maJe to the city of Sebring. But since 

6 then there have been many opportunitieu where the oil 

7 backout recovery has been reviewed. Every o1x months 

8 in this type of proceeding, audits. Thoro's bee-n 

9 other opportunities for those costs and the recovery 

10 has been approved in other proceedings. 

11 Q I understand . But my point is that your 

12 comments Line 0, about 8 through 10 , dcbling with the 

13 fact that tho ' 82 order didn't deul with the 

14 separation, it ' s also true that really thoro was no 

15 reason to since you didn ' t have any wholesale 

16 customers at that time? 

17 A In tho original order . But Lino 9 says in 

18 subsequent orders and reviews, and those subsequent 

19 orders and reviews occurred after our wholesale 

20 customer, so that there ' s been ample opportunity for 

21 the Staff to consider the separation issue. 

22 

23 

24 

25 

M!:. KAUrMIIN: That ' a all I hnvc•. 

COMMISSIONER DEASON: Staff. 
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1 CROSS SXAMINATION 

2 BY MS. JOHNSON: 

3 Q Ms . Pennino, in your testimony you state 

4 that it would be unfair to require TECO to refund any 

5 oil backout r evenues recovered previously from its 

6 retail customers, correct? 

7 

8 

A 

Q 

That's right. 

Any refunds would be related to costs 
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9 recovered since Sebring became a wholesale customer in 

10 March of 1991, correct? 

11 A We don't believe thore should be a refund 

12 back to that, back to March of 1991, but I believe 

13 that's your position. 

14 Q If the Commission decides that refunds are 

15 appropriate in order to account for the jurisdictional 

16 separation, then the refunds would go back to March of 

17 1991, correct? 

18 

19 

A 

Q 

That ' s your position. 

You still haven't answered my question. 

20 A Well, it's not our position that the refund 

21 should go back to March o( 1991. My position, my 

22 whole testimony is speaking to the fact that it shuuld 

23 be applied prospectively and it should not go back to 

24 March of 1991, so your position is that it should. If 

25 the Commission rules, then i t would. 
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1 Q In fact, isn ' t Sebring still the only 

2 wholesale customer who has charged system average fuel 

3 cost? 

4 A Well, it's -- no, I don 't think I can make 

5 that it's the only separated wholesale customer 

6 that's charged system average fuel cost. 

7 

8 the 

9 

Q You also state in your testimony th4t it was 

COMMISSIONER JOHNSON: Let me follow up on 

10 that because I undetstood her to say what our position 

11 was. But in your -- if you can give the answer, in 

~2 your professional opinion, if we were to decide the 

lJ refunds, how far back should we g~7 What sho~ld tho 

14 date be, if you can answer that. 

15 WITNESS PENNINO: Well, I think they should 

16 only be applied on a prospective . I don't think they 

17 should go back in time. I don ' t think it would be 

18 appropriate to require us to refund money that we have 

19 no means of collecting at this point. 

20 COMMISSIONER JOHNSON: So you have no 

21 opinion, if we decide to go back, how far back we go, 

22 If we pick ~980, if we pick 1975. I mean, you have no 

23 opinion. 

24 WITNESS PENNINO : The first opportunity you 

25 would have had to apply jurisdictional separation 
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1 would have been the onset of the first customer, which 

2 would have been March of 1991. 

3 

4 

COMMISSiONER JOHNSON : Okay . 

WITNESS PENNINO: So that would have been 

5 the first time that a jurisdictional separation would 

6 apply . 

7 

8 Q 

COMMISSIONER JOHNSON: Thank you very much. 

(By Ms. Johnson) Could you turn to Page 3 

9 of your testimony? 

10 

11 

A 

Q 

Yes. 

Looking at Line 10 you sta te that it was the 

12 Florida Public Service Commission and not the Federal 

13 Energy Regulatory Commiss ion who encouraged •Jtilities 

14 to reduce dependency on foreign oil, correct? 

15 A That ' s right. 

16 Q Did the commission require TECO to convert 

17 the Gannon units? 

18 

19 

A 

Q 

No, they didn ' t . 

Wasn't a reason that TECO decided to convert 

20 the units was to reduce its reliance on foreign oil 

21 and to reduce the cost of system generation through 

22 potential fuel savings? 

~3 A Tampa Electric was encouraged to take that 

24 action by the commission, and did take the action 

25 basad on potential savings associated with the 
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1 conve rsion. 

2 

3 

Q 

A 

Can you turn to Page 5 of your testimony? 

Yes . 

4 Q You were asked the question earlier 

5 regarding Order No . 25148. Looking at Line 5 on 

6 Page 4, Staff would like the Commission to take 

7 official r ecogn ition of Order 25148 . We have ~opies 

8 that we'll hand out. The copies we're handing out is 

9 J USt the first page of the order and the relevant 

10 pages rather than copying the entire order. 

11 Look at Page 8 of the order, the second 

12 paragraph from the bottom, doesn ' t it state that the 

13 Commission ruled that TECO should recover tho buyout 

14 costs over total kilowatt sales because TECO's 

15 wholesale customers enjoyed the benefits associated 

16 with the pyramid buyout, and TECO's reLail ratepayers 

17 should not bear all the costs? 

A It does state that in the order. But 

19 ther e ' s differences between this situation and the 

20 situation with the oil backout. 

21 This was recovery of buyout costs. Tampa 

258 

22 Electric did not take this action as a result of state 

23 action -- as a result or stute inillative, ouch oc we 

24 did for oil backout. We didn ' t finance the buyout 

25 cost with the guaranteed revenue stream from retail 
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1 ratepayers like we did for oil backout, so the 

2 situation is dlfterent. 

3 I believe that there are some parallels to 

4 be drawn based on the fairness issue of how it should 

5 be applied. But I don't think that tho parallel 

6 extends all the way to whether or not it should be 

7 separated as Hs. Townes stated. 

8 Q But you did state earlier that TECO'n 

9 wholesale customers do enjoy benefits trom the 

10 conversion of the plant Gannon units, correct? 

11 Yes, I did. 

12 Q Should TECO'o retail ratepayers then bear 
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13 the entire cost for projects which benefit both r etail 

14 and wholesale customers? 

15 A The retail ratepayers have enjoyed the 

16 benefits ot the oil backout clause far in excess of 

17 what the costs have been to them. 

18 Hy point in my testimony is that whether or 

19 not the Commisaion determines the separation is 

20 appropriate, it should be applied on a prospective 

21 basis. Tho retail custo~ers, if a refund is tequired 

22 at this time it is disallowing a portion of this 

23 recovery that was previously approved, ann that's the 

24 fairness issue. 

25 Q Are you ~ayi ng that if a wholesale customer 
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1 enjoys a benefit, that they should not bear any of the 

2 costs for that project? 

3 A We have no neans at this point for tho 

4 wholesale customer to bear the costs. Tho only action 

5 that you can take is to have Tampa Electric bear the 

6 cost. I think that's sending the wrong signal to the 

7 utilities to make prudent decisions, to mtk~ an 

8 investment based on an approved recovery when, in 

9 fact, that approved recovery can be at risk. 

\0 Q At Page 5 of your testimony you state thi)t 

11 separation of oil backout costs was not addrecoed 

12 during the ti~e of the pyramid buyout; is that 

13 correct? 

That • n right. 14 

15 

A 

Q As a result of t;he Commission raloing tho --

16 raising the issue in the pyramid case, did TECO ever 

17 undertake a review to determ1ne whether any other 

18 recoverable costs should also be jurisdirtionalized? 

19 A As I stated, Tampa Electric dooo not view 

20 the buyout situation the same a~ the oil backout 

21 situation. The oil bnckout was a retail recovory 

22 mechanism that wo had no means to recover !t'om tho 

23 wholesale cuatomers. The buyout was a di!icrcnt 

24 situation . Tampa Electric was not aware of -- that 

25 this would even be an issue. We were quite ourprised 
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1 that it would be an issue, especially at this late 

2 date. 

3 Q But after order 25148 was issued, did Tampa 

4 Electric ever undertake any review to decide whether 

5 or not other recoverable costs should be 

6 jurisdictionalized? 

7 A We never considered that it would even be a 

8 possibility or an issue. 

9 

10 

11 

12 

13 

14 

15 

Q 

A 

Q 

A 

you asked 

reviewed 

Q 

Is that a no? 

No. 

No that's not a no? 

I'm trying to think what your question 

if we ever reviewed it. No, we never 

it. 

Okay. On Page 6 of your testimony you 

16 testified that the Commi&sion does have authority to 

17 make retroactive adjustments, correct? 

18 A Related to adjustment-clause type recovery, 

19 and I believe related to prudency or arithmet ic 

20 errors . 

21 Q Are you aware of any Commission order which 

22 would preclude the Commission from requiring TECO to 

23 refund the nonjurisdictional portion oC its oil 

24 backout cost? 

25 I'm not aware of a specific order. 
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1 

2 

MS . JOHNSON : That ' s all that we have. 

COMMISSIONER DEASON: Do you have a complete 

3 copy of Order 25148? 

4 MS. JOHNSON : No, we don 't have one with us 

5 today. That ' s a fuel hearing order. And the only 

6 relevant pages are the ones that are attached along 

7 with the cover s heet , the first page . 

8 COMMISSIONER DEASON : Well, I need to know 

9 if there was a dissent. 

10 

11 

MS. JOHNSON: There was not . 

COMMISSIONER DEASON: There wa s no dissent 

12 i n this order? 

13 

14 

15 

MS. JOHNSON : No. 

(Hands copy to Commi~Rio1.er . ) 

COMMISSIONER DEASON: Thank you . 

16 Redirect. I'm ~orry, Commissioners, 

17 questions? Redirect. 

18 CROSS EXAMINATION 

19 BY MR. BEASLEY : 

20 Q Ms. Pennino, your Company no longer has an 

21 oil backout cost recovery clause mechanism, does it? 

22 No , tho o i l bac kout coot rocov~ ry c lause wa n 

23 collapsed effective at the end of 1995. 

24 Q If the Commi s sion wore addressi ng the issue 

25 of whether to have a jurisdictional separation of the 
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1 oil backout costs in this proceeding and you still had 

2 an ongoing oil backout cost recovery mechanism, you 

3 could make that separation on a going-forward basis, 

4 could you not? 

5 A If the commission determined it was 

6 appropriate to make the separation, we could do it on 

7 an ongoing moving-forward basis. 

8 Q And you would be able to comply with that 

9 directive and still be made whole insofar as your oil 

10 backout costs are concerned; is that correct? 

11 A There would be some lag between the time 

12 that the Commission would order that and the time we 

13 could recover it from our wholesale ratepayers, ~ut we 

14 would have a means to do it. 

15 Q Would that be more analogous to the 

16 situation involved with the contract buyout referred 

17 to earlier by Staff? 

18 A I think that's the only analogous point with 

19 the contract buyout, that it was ruled that it should 

20 be on a prospective basis . 

21 Q Were you in the room earlier when Ms. Townes 

22 testified regarding the level of fuel savings 

23 experienced on the wholesale side since Sebring ~ecame 

24 a customer of your company? 

25 A I was. 
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2 

J 

Q 

11. 

Q 

Do you recall what that amount was? 

I believe it was $24,000 . 

And do you recall any testimony by 

4 Ms. Townes regarding any interest s avi ngs during that 

5 time period? 

6 

7 

8 

A 

Q 

A 

I do. 

What was that response? 

It was $40 million related to the fihancing 

9 associated with the project . 

10 Q Was that for the retail customer s or the 

11 wholesale customers? 

12 

lJ 

1\ 

Q 

To the benefit of the retail customers. 

Do you recall her testimony regarding a ny 

14 benefit to the wholesale customers as far as interest 

15 savings are concerned? 

16 

17 

A I don't recall . 

COMMISSIONER JOHNSON: Could you CJO back 

18 to -- what was your question to which she replied the 

19 $24,000 amount? 

20 MR. BEASLEY: The amount of fuel savings 

21 that have inured to the benefit o f the wholesale 

22 customers since Tampa Electric began serving back in 

23 1991. 

24 

25 

COMMISSIONER JOHNSON: Okay . 

MR. BEASLEY: And your answer was? 
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2 

3 

COMMISSIONER JOHNSON: And your answer was? 

WITNESS PENNINO : $24,000. 

COMMISSIONER JOHNSON: I ' m trying to just 

4 connect up some confusion in my notes. When Staff 
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5 c •unsel asked you if there was no way for the -- maybe 

6 you replied this -- that there was no way for the 

7 wholesale customers to bear the cost, even if there 

8 was a benefit -- were you talking about the fuel 

9 savings and the benefit, if there was one, was that 

10 $24,000. Is that the --did that confuse you totally? 

ll WITNESS PENNINO: The benefit -- when 

12 Ms. Townes calculated the fuel savings benefit, what 

13 she did was sh~ looked at the differential since we've 

14 had our customer between the oil and coal cost , and 

15 then she applied the jurisdictional separation factor 

16 to say this portion could have benefited our wholesale 

17 customer . 

18 What I was referring to is if we allocate 

19 costs retroactively to the wholesale customers, we 

20 have no moans to go back to the FERC and say, "Now we 

21 naed to get this from our wholesale ~ustomer&.'' So 

22 going backwards is in effect telling Tampa Electric, 

23 "Eat these dollars. You have no means of recovering 

2" them," when we were just trying to effectively 

25 administer this oil backout conversion project. 
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COMMISSIONER JOHNSON : Okay. 

WITNESS PENNINC: So it ' s a penalty to the 

J Company when we're not even talking about significant 

4 fuel savings that the wholesale customers realize . 

5 COMMISSIONER JOHNSON: Okay. Thank you. 

6 Q (By Mr. Beasley) Ms. Pennino, in view of 

7 tho fact that the wholesale customers benefited at 

B most $2 4, 000 over the t1me frame in question, are you 

9 familiar with che amount of refund that the Staff is 

10 suggesting may be appropriate in this doc ket? 
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11 Well, I heard Ms . Townes state going back to 

12 1991 it was approx ima tely a $537,000 jurisd ictional 

13 sepa~ation . 

14 Q And that would be over ' half million 

15 dollars absorbed by the company in view of a $24,000 

16 benefit to wholesale customers? 

17 

18 

19 

20 

21 

A 

Q 

A 

That's correct . 

In your view, would that be fair? 

I think it's inappropriate and unfair . 

MR. BEASLEV: No further questions. 

MS. JOHNSON: Commissioner Deason, Staf f 

22 wanted to ask one final question relating to &omething 

23 that came up on redirect. 

24 COMMISSIONER DEASON: Please proceed. 

25 
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1 REDIRECT EXAMIN~TION 

2 BY MS . JOHNSON: 

3 Q Did TECO seek and receive recovery of the 

4 pyramid buyout cost after Order 25148 was issued, that 

5 is recovery from FERC? 

6 

7 

8 

A 

Q 

A 

I'm sorry, I ' m not sure . 

Who would know? 

I ' m not sure . Sur ely somebody does. 

9 Probably-- I'm not sure . 

10 Q Can you find out? 

11 A Yes. 

12 Q Can we have a short recess? 

13 COMMISSIONER DEASON : sure. Before we do --

14 A You know, I think I can answer that 

15 question . As it relates to the wholesale customer, we 

16 have not asked for an increase in base rates based on 

17 that separation . But if we were to redo base rates, 

18 that , I believe, would be included in the cost used to 

19 calculate the base rates. 

20 Q And how could that be done if you're not 

21 recovering the costs anymore? 

22 

23 

A 

Q 

I don't understand che question. 

Since you're not recovering the conts of the 

24 pyramid buyout, your opportunity to recover them in 

25 base rates is gone; is that --
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1 1\ Okay. I do understand your question. 

2 If we had gone in for a wholesale base r,ltl' 

3 increase in the time that we were rocover1nq those 

4 pyramid buyout costs, it could have beer. r o lled in 

5 there. We could have asked for recovery o! that. But-. 

6 given that that time has expired, we could not: qo bac k 

7 and do it, certainly. That's been my poinr t:hrougho11t 

8 this testimony. 

9 MS. JOHNSON: Staff withdraws the request 

10 for the recess. We just wanted to tlnd out if this 

11 witness had that informatlon. 

12 COMMISSIONER DEASON : Let me ask a question. 

13 When did rampa Electric first become aware of this 

14 issue? 

15 WITNESS PENtHNO: The first time we became 

16 aware was in an interroqatory addressed to us in June 

17 of 1995. 

18 COMMISSIONER DEASON: And when was it first 

19 raised formally as an issue in a fuel adJUStment 

20 proceeding? 

21 WITNESS PENNINO: In the ;,ugust fuel 

22 hearing, August 1995. 

::n COMMISSIONER DEASON: And that would ~o for 

24 collection of revenues !or tne period October '95, 

25 beginning October '95. 
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WirNESS PENNINO: That's right. 

COM111SS l C.tlER DEASON: Just so the record is 

J clear, there js a dissent in Order 25148, but it 

4 pertains to a dif!orent issue, I believe, a L.1yout. 

5 COMMISSIONER JOHNSON: Madam Chairman, did 

6 they ask tor closing arguments on this one? 

7 COMMISSIONER DEASON : No one a"kcd for any 

8 closing arguments. 

9 

10 

Exhibits? I believe it's 23 through 25 . 

MR. BEASLEY: We have a fundamental 

11 difference in tho way that Tampa Electric has treated 

12 the closure of its oil backout cost recovery compared 

lJ with what the Staff has d one, and let m~ locate the 

14 order . 

15 Order No. 950580, the Commission indicuted 

16 that projected oil backout co~;ts for tho period 

17 October 1, 1995, through December 31, 1995, will be 

18 recovered during that period. Any remaining true-up 

19 dollars related oil bac~:out costs for 1995 wi!l be 

20 recovered as a line item adjustment tc fuel cost 

21 through the fuel and purchused power cost recovery 

22 clause during the period April 1, 1996, through 

23 September 30, 1996. 

24 And Tamp« Electric has been in the process 

25 of finally calculating the~r oil backout true-up 
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1 amount and had interpreted this order to permit it to 

2 book that to the fuel adjust ment clause as a line item 

3 during the period, April 1 through September 30, 1996, 

4 which would then become part of tho true-lip amount 

5 going into the next hearing. 

6 And the Staff has a different 

7 interpretation, I '111 sun~ they will be happy to explain 

8 it to you, but we 1id what we thought was appropriate 

9 pursuant to the order approving the closure of the oi~ 

10 backout cost recovery factor and the 1mpact would be, 

11 I believe, based on Staff calculation -- the (ucl 

12 adjustment factor under their interprot~tion would be 

lJ about 2 cents per thousand kilowatt-hour$ higher 

14 during the upcoming April through September 1996 

15 period. So it's not a large amount of dollars , ... e•re 

16 talking about. But ou~ approach would ce to have that 

17 treated as a true-up item during the com1ng period, 

18 which will, of course, fall out as part of the true-up 

19 in the next hearing. And Staff may want to address 

20 their point. That's why we had the difficulty with 

21 the testimony of the other witnesser. going in because 

22 they wanted to reserve the right to address this issue 

23 and I think they're entitled to. 

24 

25 

COMMISSIONER DEASON: Ms. Johnson. 

MS . BASS: Commissioners, if I might, the 
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1 order that Hr. Beasley referred to is the one that th~ 

2 commission ordered establishing return on equity and 

J deferring rever.uen for Tampa Electric Company. This 

4 was done as a renult o! a settlement agreement. The 

5 statement that ' s included in the order, as far as I'm 

6 concerned , is very clear on how the Commission 

7 intended the final dollars associated witn oil backout 

8 to be treated. 

9 It's my opinion that Tampa Electric Company 

10 is not in compliance with this order ~nd how they have 

11 suggested recovery of those final oil backout dollars. 

12 I think the order speaks for itself. 

13 It sayn any remaining true-up dollars would 

14 be included during the period April 1, 1996, through 

15 September 30, 1996, which is in~luded in the fuel 

16 factor that goes into effect April 1, 1996, and it 

17 specifically addreosod tho remaining true-up dollars 

18 for 1995 . It ' s Staff's opinion that those dollars 

19 should be included in th~ current filing, as wan 

20 indicated in ~his order, and that the true-up factor 

21 should reflect the inclusion of thoae true-up dollars 

22 in compliance with the Commission Order. 

23 COMMISSIONER DEASON: Is it just d question 

24 of timing as to when tho dollars arc qoing t~ be 

25 passed through the clause? 
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1 MS. SASS: It's a question o f timing but it 

2 is also a t1ming concern in that it"s an undcrcecovery 

3 that we ' re talking about, and those dollars should be 

4 paid by the customers. I mean it's a timing of the 

5 revenue~ and the costs that I think that there's a 

6 matching principle here, and that I don't think it 

7 should be deferred for an additional six-~onth period. 

8 The ratepayers who should pay those costs arc the ones 

9 that will pay lt during the upcoming six-month period 

10 and not spread it for another -- or essentially it's 

11 deferring it for a year. 

12 MR. BEASLEY: commissioner, we're 

13 sympathetic to tho Staff's interpr~rarlon of that 

14 order. And the Company's difterent interpretation was 

15 that this is a relatively small amount. And given the 

16 projected nature of the fuel adjustment clause and the 

17 many millions of dollar swings we have in fuel 

18 adjustment over a six-montll oeriod, that handling this 

19 as a normal true-up iter .. , and booking it during the 

20 April through September and having it be a part of the 

21 true-up in the following period would be an 

22 unacceptable approach. But we're sympathetic to 

23 Staff's position. We don't think there ' o a lot 

24 involved . The iuctor would be, ao I said, about two 

25 cents a kilowatt-hour less during the upcoming 
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1 six- month period using the Company's approach versus 

2 the Staff's approach, and it will all come out in the 

3 wash. 

4 COMMISSIONER JOHNSON: Well, what I hear 

5 Staff oaying is it's not simply just timing; that 

6 there is a question of whether there arc going to be 

7 some dollars that are going to bo recovered through 

8 the clause at all, or if it ' s going to be some dollars 

9 that are going to be just part or TECO's gen~ral 

10 operations and would be considered to be recovered 

11 through base rate, and at zome point that line has to 

12 be drawn. And it's a question or what dollars you 

13 include before you draw that line and what dollars are 

14 going to be after that line. Ar I interpreting that 

15 correctly or not? 

16 MS. BASS: No , I don't believe you're 

17 interpreting it correctly . 

18 

19 

COMMISSIONER DEASON: Okay. 

MS. BASS : The dollars that we're talking 

20 about are recoverable oil backout dollars. My point 

21 is that in the discussions that we had with the 

22 Company we talked about this as part of this 

23 settlement agreement and we very specifically 

24 identified how those dollars should be recovered. We 

~5 thought that tho~e specific instructions were 
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1 memorialized in this order. 

2 We included this same language when we 

3 collapsed the oil backout cost recovery clause for 

4 Florida Power and Light Company and they appropriately 

5 interpreted the order as Staff 1ntended it to be. 

6 It's more of ~ tracking mechanism tha~ the 

7 1995 dollars should be recovered during thA April 1st 

8 through September 30, 1996, period . I understand what 

9 Hr . Beasley is saying, it's not a largo amount, and I 

10 would counter that by saying it ' s not a large amount: 

11 why not r ecover them during the period that they were 

12 intended to be recovered, as indicated in the 

13 Commission Order . 

14 MR. HOWE: Commissioners, excuse me, could I 

15 ask basically for clarification from Staff to see if 

16 my understanding is correct. 

17 It appears to me that because of the nature 

18 of the fuel adjustment, the true-ups and the 

19 projections and everything get mixed in every six 

20 months and you come with a factor. Is Staff's point 

21 that there ' s money left over from 1995 that needs to 

22 be trued up and Staff ' s position is that during the 

23 period, April of 1996 through Scp~cmbor of 1996 it 

24 should be trued up and it's over with. There's 

25 nothing to continue on to a futuro period? Whereas, 
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1 Tamp~ Electric ' s position is they will include that as 

2 a factor, but because of the nature ot the projections 

J and all of that, that at the end of the six-month 

4 period they may not have exactly rocovnrod lhnl 

5 true - up and they want to then continuo it into its 

6 succeeding period. So is the difference Sta(( wants 

7 it over and done with in the first six months and 

8 Tampa Electric wants the latitude t o continue it into 

9 the succeeding six months if there is an over- or 

10 underrecovery? 

11 MR. DEASLEY: No, I think -- dnd 1 stand to 

12 be corrected -- I believe our position is that this 

13 final true-up amount would go into the fuel adjustment 

14 calculation during the April 'hrough September 30, 

15 1996 period, and become as any other part of tl.e fuel 

16 adjustment from that point forward, and would be 

17 you know, would have some influence, not a great 

18 influence, on the true-up amount in tile following 

19 period. But it would not be collected in perpetuity 

20 or any kind of -- I moan, it would be dono with the 

21 six-month period the way we interprPtcd the order to 

22 require. It would be lost forever in the fuel 

23 adjustment clause, if you will. 

24 MR. IIOWE: I Gee . It would be lost forever 

25 and in Staff ' s case, am I correct, it would be over 
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1 recess and reconvene at 2:JO. 

2 (Brief recess.) 

J 

4 COMMISSIONER DEASON: Call the hearing back 

5 to order . Oka~ . Who has the unenviable job of 

6 explaining this to us? 

7 MS. BASS: I guess that ' s mo. 

8 Okay. Let me see if I can explain this. 

9 What Staff is proposing is that the $184,613 

10 underrecovery is the final amount for the oil backout 

11 costs and it represents tho underrecovery for the 

12 April '95 through December '95 period. 

13 COMMISSIONER DEASON: Let me get one thing 
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14 straight . This is the last amount that is ever going 

15 to be recovered under the name of oil backout; is that 

16 correct? 

17 MR. OUDLEY: Aside from what TECO has told 

18 me approximately $200 or so worth of backbilllng in 

19 January because customers' bills aren't collected on 

20 the 1st and through finishing being collected on the 

21 JOth of that month. Some of them run into the next 

22 month. 

23 COMMISSIONER DEASON: Other than that, this 

24 is going to be the end of oil backout and everyone 

25 agrees, Staff and TECO, and I don ' t think any of the 
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1 

2 

3 

4 

5 

other parties take exception to that, that the 

underrecovery for 1995 is the $184 , 000. 

MR. DUDLEY: Yes, sir. 

COMMISSIONLR DEASON : Okay. Go ahead. 

MS . BASS: We're proposing that that 

6 underrecovery be included in the factor for the April 

7 through September 1996 period. That would result in 
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8 the factor of the 2 . 392 cents per kWh . The Company is 

9 proposing a factor of 2.390 cents per kWh, it does not 

10 include any true-up dollars associated with oil 

11 backout for 1995 . They ' re proposing that the 

12 underrecovery for that period be booked in April of 

13 1996 and not recognized until then. 

14 COMMISSIONER DEASON: Well, my question, 

15 Mr. Beasley, is if we know what this dollar amount is, 

16 why don ' t we include it and be done with it? And then 

17 my earlier question was why i• this just a question of 

18 timing and not dollars? And I was told that it's not 

19 simply timing; it is dollars, and I want to know where 

20 that comes in because both of you are saying it's 

21 $184,000. 

22 MR. BEASLEY: It's my understanding that 

23 and the Company's position that it is a matte r o! 

24 timing, that only this amount and perhaps the $200 

25 that was referred to earl ier will be ultimately 
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1 recovered by Tampa Electric through the fuel 

2 adjustment clause as a line item adjustment. Now, the 

3 $184,000 may be offset by some other overrecovery in 

4 some other area. Of course, the fuel cost projection 

5 is that, a proj~ction, and the $184,000 is a very 

6 minor portion of the total amount. But the Company ' s 

7 interpretation was that in light of the nature of th~ 

8 fuel adjustment clauoe, that it could ~c booked in 

9 April and become part of the clause much tho same as 

10 any other expense that's incurred during the period. 

11 COMMISSIONER DEASON: You ' re saying it is 

12 just timing. 

13 

14 

MR. BEASLE¥: ¥es, sir. 

COMMISSIONER DEASON: Okay. Staff has told 

15 me earlier it's not just timing. So why is it not 

16 just timing? 

17 MS. BASS: Well, I think it is timing. I 

18 think it's also tho interpretation of tho Commission's 

19 order. 

20 One of my concerns I have with timing is if 

21 the Company were to actually realize their 

22 projections, there was no difference in the fuel, 

23 which is whero this line item will appear, !( tho 

24 actuals wet·o oxaclly what their projections were, the 

25 only over- or underrecovery you would havP would bo 
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1 this $184,000, and then that would be what wonld be --

2 go into the October ' 96 through March '97 factor . I 

3 think it's more appropriate, we have the numbers, we 

4 know what they are, they are 1995, that we put those 

5 in the earliest factor available to collect them or 

6 refund them and dispose of the oil b ackout 

7 overjunderrecovery. That was what the intent was in 

8 ths agreement, and what I believe was in the 

9 Commission ' s order. 

10 COMMISSIONER KIESLING: And when you're 

11 saying "order," it ' s the one that you handed out, PSC 

12 95-0580-FOF-EI. 

1.3 

14 

MS. BASS: Yes, ma'am. 

COMMISSIONER KJESL!NG: And wo'ro talk i ng 

15 about what's on Page 2 at the bottom. 

16 MS. BASS: The last paragnph. 

17 COMMISSIONER DEASON: Okay. Now, in 

18 response to Mr. Howe's question and when he was trying 

19 to get clarification of what his understanding was, he 

20 asked the question does thi s mean that if we go ahead 

21 and do it Staff's way, that wo go ahead and we get 

22 this finished, so that we will not have any oil 

23 backout related costs in tho next period of (ual 

24 adjustment? And r understood Sta!f to say, no, that 

25 wasn ' t tho correct undorstandinq, but that's tho way I 
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1 interpret what you're telling me right now. 

2 MS. BASS: If I said that was not correct, 

3 then I misspoke because this is a way to finalize it 

4 and be t hrough with it. 

5 COMMISSIONER KIESLING: When you say 

6 "finalize it and be through with it," you ' re talking 
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7 about finalize it and be through with it by recovering 

8 it during the period April 1, ' 96 to September 30, 

9 1996 , as it sets forth in this order? 

10 

11 

MS. BASS: That's correct. 

COMMISSIONER DEASON: Mr. Beasley, is there 

12 any administrative reason why the Company is 

13 requesting the treatment that you ' re requesting? or 

14 is it just your interpretation o! tho order? 

15 MR. BEASLEY : Simply the interpretat ion of 

16 the order and a recognition of the nature of the 

17 clause, the Company determined that it would be batter 

18 to get a final calculation of the thing, be done with 

19 it, book it in April and it would just flow through 

20 the clause as part of the true-up amount and again 

21 rucognizing the small amount involved and tho large 

22 size of fuel as an item of expense . 

23 COMMISSIONER DEASON: But you do agree that 

24 this is the correct number, lhia is the final number, 

25 the 184, 613? 
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1 MR. DuDLEY: Commissioner , like 1 said 

2 earlier, it is except ~or the additional backbilling 

3 which I have been instructed is a couple of hundred 

4 dollars which was recovered in January. 

5 MR . BEASLEY: That ' s correct. There will 

6 still be a little bit that has to be adjusted because 

7 or the backbilling. 

8 COMMISSIONER DEASON: Under your proposed 

9 muthodology, Mr . Beasley, then it would be booked but 

10 it would accrue interest as well; is that correct? 

11 For inclusion in the next period? 

282 

12 MR. BEASLEY: It could . I mean, it would be 

13 given the normal treatment of expenses that are booked 

1 4 to fuel. 

15 

16 is it not? 

17 

18 

COMMISSIONER DEASON: And that's interest, 

MR . BEASLEY: Yes, sir . 

COMMISSIONER JOHNSON: Mr. Beasley, you said 

19 something that I didn't understand. You said one of 

20 the reasons you wanted to do -- well, you stated one 

21 reason, you said, ''in recognition of the nature of 

22 these kind of clauses," and I gueso 1 just didn ' t 

23 understand "the nature of these kind of clauses." 

24 MR. BEASLEY: 'fhe fuel adjustment clause, of 

Z5 course, is one where you project out over a six-month 
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1 period what you 're going to spend on fuel a nd there 

2 are going to be things that influence lhat. Vou•rc 

3 not going to be rinht, number one, on your estimdto. 

4 You're either going to be high or low t or any number 

5 of factors. And so we felt that there ' s no real 

6 urgency tc get this in because it could b~ offset by 

7 errors in estimates in other directions or with 

8 respec t to other c~mponents of the fuel cost. So I 

9 guess our approach was do it all together at one time 

10 and book it in April, including this $200 or 

11 approximately $2 00 amoun~ that is s t ill yet to come 

12 in, do it all at once and be done with it rather than 

13 try to get this part in this period and a litt le bit 

14 next period that we weren't able to do with this 

15 factor. 

16 But to answer your question, just the 

17 projected nature of the clause means that you 're going 

18 to have variances up or down from what you project. 

19 This could be easily offset by an error in tho other 

20 direction or an overrecovery on some other item of 

21 expense. Doos that answer it? 

22 COMMISSIONER JOHNSON : Uh-huh. 

23 COMMISSIONER DEASON: Well, is ther~ any 

24 undue administrative burden or additional incremental 

25 expense that ' s going to be incurred by Tampa Electric 
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1 if it is done the way Staff suggests? 

2 MR. BEASLEY: I think the only thing w~ ' d 

3 have to do is redo our fuel !iling to have the filing 

4 itself that we submitted match up with the way it has 

5 been adjusted. 
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6 COMMISSIONER DEASON: But that would just be 

7 a matter or including these dollars and making the 

8 calculation; is that correct? 

9 MR. BEAST~Y: That's my understanding. 

10 COMMISSIONER JOHNSON: I'm still just hav i ng 

11 problems understanding the need to alter-- well, 

12 under Staff's interpretation of wha t the order meant 

13 and the conversations that occurred before the order 

14 was issued, and the order just being a codification 

15 what you all agreed on and "Florida Power corp and 

16 everyone else did it this way" kind of argument. And 

17 what I was trying to really understand is what 

18 benefits are being gained, if any, really, by us 

19 perhaps deviating from what Staff had thought they 

20 negotiated. And you just made one comment about, 

21 "Well, we don ' t have to break these things up and deal 

22 with the oil backout costs that are left over later 

23 on." But that looks as big benefit for you all, so 

24 I'm really not seeing the need to do this. 

25 KR. BEASLEY: There's no real benefit to us 
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1 to do it this way. There's an administrative 

2 convenience of getting it all done at one time. It ' s 

3 going to go through the fuel clause regardless of 
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4 whether it's done the staff's way, our way. We didn ' t 

5 necessarily see fit -- see a need to add two cents per 

6 thousand kilowatt-hours this period. I mean, if we 

7 were going to do something from the standpoint of gain 

8 we would have perhaps done that. But our goal is to 

9 keep rates as low as we can and this is certainly 

10 corsistent with that goal. 

11 COMMISSIONER DEASON: But you do agree it ' s 

12 the legitimate expense that's going to be paid now or 

13 later. 

MR. BEASLEY: That's correct, yes, sir. 

15 COMMISSIONER DEASON: Any further questions? 

16 I think what precipitated this di~cussion was I had 

17 asked if there were any exhibits you wanted admitted 

18 into the record. 

19 

20 

COMMISSIONER KIESLING: That's true. 

MR. BEASLEY: The reason I raj s~d this 

21 discussion when the Staff mentioned this to us, it had 

22 some problem with ~hether our testimony a nd exhibits 

23 could go ahead and be admitted into evidence and 

2 4 become part of tho record ~ubjoct to the disposition 

25 of this issue that the Staff brought to our attention. 
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1 1 would like to go ahead and formally move a ll of our 

2 exhibits and all of the tes t imony o f our witnesses 

3 that have not been entered into the record thus far , 

4 and then have these issues resolved basod on what 

5 you've heard today. 

6 COMMISSIONER DEASON: If there ' s any doubt, 

7 all of your profiled test imony is bo1ng inserted into 

8 the record as though read. And the Exhibits 23, 24 

9 and 25 are bein~ admitted into the record wilhout 

10 objection. Thal doesn't mean just becauao they ' re 

11 being admittud that tho Commi ss ion is buund by your 

12 calculations. Obviously, there's disagreement and 

13 we ' ll re~olvo that. 

14 KR. BEASLEY: CPrta ~nly. 

15 (Exhibit No. 23, 24 and 24 received in 

16 evidence . ) 

17 COMMISSIONtR DEASON: Okay. I'm trying to 

18 get all of tho housekeeping done at this point. ls 

19 there any other housekeeping we need to take ca t o of? 

20 I think all of the testimony, all of tho exhibits are 

21 in the record at this point. Okay. 

22 Now, we do havo some issues that need to be 
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23 resolved and then we 'l l have some fallout ca lculations 

24 as a result of those resolutions and then we 'll have 

25 some stipulated iusues that we need to address also . 
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1 So perhaps what we need to do in this docket i s the 

2 same as we did in the 0~ docket and go ahead and 

3 address those issues which are in dispute and have 

4 those resolved. And I believe that that would be 

5 Issues 18, 19A and 190; is that correct? 

6 HR. BEASLEY: That's right. 

7 COMMISSIONER DEASot~: Okay. I s there any 

8 particular order that you prefer, Ms. Johnson, as far 

9 as addressing these issues, 18, 19A and 198? 

10 MS. JCIINSON: I think we have h1d quite a 

11 discussion on Issue 18. Actually, the analysis that 

12 Sta!f provided affects that issue. Kenneth Dudley 

13 will give Staff's recommendations on Issues l9A und 

14 198. 

15 COMMISSIONER DEASON: Do you need any 

16 additional time or arc you all prepared to go ahead 

17 with your recommendations for these contested Issues? 

18 We're all set to go --

19 

20 

MS. JOHNSON: We're all s et t o qo. 

COMMISSIONER DEASON: Okay. Croat. All 

21 right. Staff, you go ahead and make your 

22 recommendations. 

23 HR. DUDLEY: Commissioners, St~(f believes 

287 

24 that both retroar tivo and piospectlvo c oots, that when 

25 incurred, provide benefits to both ratail and 
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1 wholesale customers, should not be recovered 

7. exclusively from on~ type of customer. 

3 Since March of 1991 TECO's nonjurisdictional 

4 customers have enjoyed the benefit ol reduced 

5 electricity cost resulting from the conversion project 

6 at the expense of the retail ratepayers. 

7 Ms. Townes stated that the oil backout 

8 project -- had the oil backout project been 

9 )urisdictionalized, wholesale customers would have 

10 received $24,000 in fuel savings. She also indicated 

11 that had the project been jurisdlctionalizod, 

12 wholesale customers would have paid over $500,000. 

13 This amount was inappropriately recovered f~om retail 

14 ratepayers. 

15 Both witnesses have indicated that the 

16 Commission approved recovery from quote/unquote 

17 "retail ratepayers•• in Order No. 11658. As indicated 

18 by the record, the order does not differentiate 

19 between retail and wholesale customers. Therefore, 

20 Staff believes that TECO should refund all 

21 nonjurisdictional oil backout costs with interest 

22 recovered sinc,e March of 1991. 

23 COMMISSIONER DEASON: Okay. This addresses 

24 Issues 19A and 198; is that correct? 

25 MR. DUDLEY: Yes, sir. 
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1 COMMISSIONER DEASON : I assume Issue 18 is 

2 what we have been discussing as far as t:his handout 

J that was provided during the break. 

4 MR. DUDLEY: 18 is how it will be recovered. 

5 COMMISSIONER DEASON: Okay . commissioners. 

6 COMMISSIONER JOHNSON : Yeah. I •m probably 

7 still confused. I wish you guys would have done 

8 closing arguments for me. 

9 But with respect to those benefits and the 

10 arguments that TECO's witness made regarding the 

11 inability to actually recover those costs from the 

12 wholesale c ustomers, how do you respond to that? 

13 

1 4 

15 

MR. DUDLEY: TECO's inabili ty to recover it? 

COMMISSIONER JOHNSON : Yes. 

MR. DUDLEY : I think TECO was made aware a 

16 long time ago that this commission felt that their 

17 costs should be jurisdictionalized. That became 

18 evident in the pyramid buyout order. 

19 

20 

21 

22 buyout? 

23 

COMMISSIONER JOHNSON: When was that? 

MR. DUDLEY : Excuse me? 

COMMISSIONER JOHNSON: When was the pyramid 

MR. DUDLEY: The point at which it was 

24 addressed was October of 1991. TECO ' s Sebring 

25 customer came on line in March of 1991. so the 
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1 Commission looked at the cost that could have been 

2 j urisd ictionalized from March to october, they made a 

J ruling that, "No, w~ shouldn ' t go back and do it 

4 retroactively a s Ms. Pennino did, but from that point 

5 forward you should jurisdictionalize those costs. I 

6 don't know what the other point is I'm supposed to 

7 address. I'm sorry. 
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8 What we tried to determine from Ms. Penn ino, 

9 they had made t he indication that these costs are 

10 finished being recovered, they h ave no opportunity to 

11 recover these from PERC. Well, what our question was 

12 directed at, the same instance, a similar instance !or 

lJ the pyramid buyout. TECO was put on notice i n October 

14 of ' 91 . Well, they had from October of ' 91 to M~rch 

15 of '92 to seek recovery from FERC . Ms. Pennino 

16 indicated that there's not been a change in base 

17 rates. It would be my opinion, then, that would mean 

18 those costs were not sought Cor recovery. 

19 COMMISSIONER JOHNSON: That those -- I'm 

20 sorry, t h at those --

21 MR. DUDLEY: That the no~jurisdictional 

22 portion o f the buyout costs were not recovered from 

2J wholesale customers. 

24 

25 

COMMISSIOIIER JOHNSON: Okay . 

COMMISSIONER DEASON: Is it Staff's position 
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1 that because of the raising of the issue with the 

2 pyramid buyout and the question of the jurisdictional 

3 separation for those buyout costs that the Company was 

4 effectively put on notice? 

5 MR. DUDLEY: I think TECO should have 

6 considered it at that point in time. What other types 

7 of costs do we h ave that is being recovered frono the 

8 retail ratepayer and yet is benefiting all of TECO's 

9 customers. That order clearly states the buyout 

10 benefited all of TECO ' s customers. They should 

11 recover the cost over total kilowatt-hour sales. It's 

12 been clearly established since March of ' 91 TECO's 

13 wholesale customers have benefited frorn the Gannon 

14 conversion . Well, those costs should oe distributed 

15 over total kilowatt-hour sales . 

16 MR. BEASLEY: Commissioner, could I address 

17 that one point? 

18 COMMISSIONER DEASON: Commissioners , any 

19 objection to having --

20 

21 help me. 

22 

COMMISSIONER JOHNSON: Actually, it might 

MR. BEASLEY: I think our point is the oil 

23 backout was justified and approved back in 1983, c~d 

24 as was pointed out earlier today, the rule in question 

25 on oil backout cost recovery requires that it bo shown 
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1 to be cost beneficial to the retail cuetomers of Tampa 

2 Electric. Wholesale customers, frankly, weren't even 

3 in the picture back then, and it always considered by 

4 the Company to be a program envisioned by the 

5 Commission and carried out by the Company for the 

6 benefit of its retail customers . I think you heard 

7 that t he quantum aollars mentionerl earlier ~hen 

8 Ms. Townes testified, about the $40 million in savings 

9 and interest costs alone, not to mention another 

10 $120 million in fuel savings. You know, the absolute 

11 lion's share of that w~nt to the retail customers. 

12 The testimony showed that there were $24,000 

l3 worth of --approximately $24 1 000 worth of benefits to 

~4 the wholesale customers, which is redlly just a tiny 

15 fraction of the vast number of dollars that flowed 

16 through to the retail customers, to the retail 

17 customers. And we just think it would be unfair for 

18 the Company, with no other means of recouping this 

19 money, to be required to absorb 1tself 1 the $600,000 

20 amount of cost plus interest that the staff has 

21 suggested to you. we think it vould send a wrong 

22 signal, because innovative things like oil backout 

23 cost recovery are good. They are good in principle. 

24 This was a good project and that's what we hoped to 

25 appeal to you on . 
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1 COMMISSIONER KIESLING: Let me say that I 

2 share what I thi nk the concern that Commissioner 

3 Deason just expressed . 

4 I think that to go back at this point in 

5 time and retroactively make these changes requires 
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6 some clearer notice than just what was in that pyramid 

7 order. And I have trouble -- you know, here we are 

8 five years later and it wasn't ever raised with TECO 

9 overtly as to this exact oil buyout program --

10 MR. HOWE: commissioner -- I ' m sorry, I 

11 thought you were done. 

12 COMMISSIONER KIESLING: No. I stopped in 

13 the middle of a sentence . 

14 I just think that it ought not to be -- how 

15 we have treated it all along up until now shouldn ' t be 

16 changed absent some much clearer notic e to TECO that 

17 they should look at this program in the same way that 

18 we treated the pyramid, and I don't think tha t that 

19 was clear . So I have a real proble~ with that. 

20 MR. HOWE: Commissioners, given that 

21 Mr. Beasley has had an opportunity to summarize tho 

22 Company ' s position, I ' d ask that we be allowed to 

23 summnrizo ours. 

24 COMMISSIONER DEASON: I'll give you that 

25 opport•mity. 
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1 MR . HOWE: Everything you ' ve heard here is 

2 pretty much turning on the facts when things happened 

3 and so forth. 

4 I would suggest that the threshold issue 

5 should be whether you had the jurisdiction. In other 

6 words, if this Commission believes today that they 

7 allowed Tampa Electric Company to recover 

8 nonjurisdictional costs through jurisdictional rates, 

9 then basically you've made a legal mistake, and it 

10 isn ' t just a question of notice, it isn't a question 

11 of whether t he Company should have applied a 

12 separation factor or not. So I think that ' s the 

13 threshold question. If this Commission believes that 

14 Tampa Electric was, in tact, allowed to reco·•er 
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15 nonjurisdictional cost through jurisdictional rates, I 

16 would suggest that you must remedy the legal error and 

1/ that should be your first question. Then if you find 

18 there was no error, I think the rest falls out 

1~ accordingly, too. 

20 

21 

COMMISSIONER DEASON: Any further questions? 

COMMISSIONER KIESLING: I'll be happy to 

22 make a motion it we aro at that stage. 

23 COMMISSIONER JOHNSON: Let ask Staff. Do I 

24 agree with Public Counsel'~ method? 

25 MR. DUDLEY: Yes, ma'am. 
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1 COMMISSIONER JOHNSON: Legal s ta C f agrees 

2 with it? 

3 MR. Ol'CLEY: I'm sorry. 

4 

5 

COMMISSIONER JOHNSON : With that analysis? 

MS. JOHNSON: Our position is that those 

6 costs were, in fact, nonjurisdictional. I think that 

7 the pyramid order in that case the Commisai~n decided 

8 that it was not necessary to make a retroactiv~ 

9 adjustment and that the Commission has that latitude 

10 to balance whethor or not it would be !air or unfair 

11 based solely upon tho pyramid order. I think that on 

12 one hand the pyramid order did put TECO on some notice 

13 that the Commiasion thought it was appropriate to not 

14 allow them to recover all costs from only retail 

15 ratepayers. However, that order also stands !or the 

16 proposition that tho Commission c an decide whether or 

17 not it's fair or not to go back. 

18 COMMISSIONER DEASON: I think thot we need 

19 to keep in mind that this ~as a fairly unique 

20 arrangement whi~h was devised, I think, with the 

21 customer's best interest in mind, that being 

22 off-balance sheet financing tho entire orrangcment, 

23 the ontiro concept o t o il bac kout, and 1 th i nk it hao 

24 been shown and proven that it has benefited customers. 

25 I think it has benefited both retail c ustomers and 
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1 wholesale customers . But the fact remains that it was 

2 fairly unique. I know that TECO raises the position 

3 that because of the this unique situation and because 

4 of the financing arrangements that resulted from that 

5 unique situation that they feel like that they were 

6 obligated to treat it as they did and that it would be 

7 unfair at this point to go back and to make an 

8 adjustment based upon a j urisdictional separation 

9 factor . 

10 I would point out that to the extenc an item 

11 is included in rate base and is treated for normal 

12 rate base purposes, and rates are adjusted in a rate 

13 proceeding, you set jurisdictional factor and you set 

14 your rates and rates stay that w~y. And we have 

15 pointed out that these oil backout investments, if 

16 they had been financed oy a traditional means, woul~ 

17 have been at the earliest possible point put in rate 

18 base, and we would have lost this opportunity now to 

19 be looking at whether there should have been a 

20 jurisdictional separation factor applied in previous 

21 periods. We do have the luxury in fuel adjustment 

22 proceedings to make these type of quote/unquote 

23 "retroactive" adjustments. If this had been put in 

24 rate base we would not have. 

25 I guess what I'm trying to say is that lf it 
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1 had been put in rate base we would not now have the 

2 luxury of going back and saylng "Well, was the 
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3 jurisdictional factor correct? If it was or was not, 

4 was it applied correctly? If it's not, well, let's go 

5 back and adjust base rates, and let ' s either surcharge 

6 customers or let ' s give them a refund based upon --" 

7 we don ' t do that in base rate proceedings . 

8 Jurisdictional separation factors can change; they do 

9 change, but we don't go back and adjust things. 

10 That tact compounded with the fact that, 

11 along with Commissioner Kiesling, I'm not so sure that 

~2 just identifying the pyramid contract was adequate 

13 notice to TECO. I think that porl1aps we should have 

14 made it an issue before now. It wasn ' t made an issue. 

15 For whatever reason, that is what has happened . I 

16 think that it appears that we're trying to do some 

17 Monday morning quarter-backing here at this late point 

1R and I'm not so comfortable with that. 

19 Perhaps TE~O should have asked themselves 

20 the question as a result of the pyramid buyout and the 

21 issue concerning jurisdictional factor, "Are there 

22 other costs out there that we need to go ahead and 

23 apply a jurisdictional factor to? And if there are 

24 such costs, do we need to make a tiling at the 

25 wholesale level to got all of the costs and all of the 
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1 pots, where all or the dollars go, get everything 

2 right . " And perhaps they should have . But they 

3 didn ' t do it. But neither did we at that point tell 

4 them that it was going to be an issue, and that we 
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5 wanted such an adjustment made . And here we are some 

6 few years down the road - - in fact, we're at the point 

7 to where the oil bacxout, entire mechanism is b~inq 

8 disbanded, and I just feel uncomfortable at this 

9 point. But I ' m still open to some discuRsion. 

10 Perhaps Commissioner Johnson has some ideas. 

11 I think this was an issue that we need to 

12 address, and I think that Staff has done an 

13 outstanding job in raisjng the issue in presenting us 

14 with their position and what the issue is. I'm just a 

15 little uncomfortable at this point making an 

16 adjustment. I do realize that it is an issue, it was 

17 raised as an issue, but according to Exhibit 30, the 

18 dollars, the effect of the dollars in these latter 

19 years just trail off until it ' s rather insignificant. 

20 The bulk of the dollars were in the earlier years, 

21 basically in the years '91, '92 and 1 93 and to so~e 

22 extent '94. But according to the testimony of the 

23 company, this was not presented as an issue until June 

24 of 1995, that was thP first time it was raised as an 

25 iscue. And that it would -- the first time it would 
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1 hava applied to an actual fuel adjustment factor would 

2 have been starting with the October 199~ fuel 

3 adjustment. And at that point the dollar seemed to 

4 just trail away to practically nothing. That's where 

5 I find myself. But I'll be glad to entertain any 

6 other ideas as to how we should handle it. That's 

7 just the thought 1 have at this point. 

8 COMMISSIONER JOHNSON: No. I share your 

9 concerns . I was very interested in Ms. Pennino's -- I 

10 hope I didn't pronounce your name wrong -- testimony. 

11 And I had just the same discomfort with the notice 

12 issue, although the argument made by Staff was well 

13 noted and I think they were accurate or it was a 

14 proper argument to make . But given the uniqueness of 

15 the issue, and as one of TECO's witnesses stated, the 

16 substantial savings that have occurred given this 

17 the mechanism that we put in place, whether they 

18 should have had tho foresight, whether it wuuld have 

19 been within reasonable diligence for them to qo back 

20 and say, ''A-ha, now we need to readjust that,'' I 

21 didn ' t necessarily feel as if they were on notice and 

22 this was such a clear-cut case. And although I was a 

23 bi t confused on some of the testimony J ith respect to 

24 what the actual benefit would be -- but I think I 

25 f l nally got that right -- to the wholesale users 
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1 versus the costs that would have to be incurred by 

2 TECO in a way that given those windows are closed ior 

J them to recover it any other way, there was no 

4 mechanism for them to recover it from the wholesale 

5 customers, I thin~ I agree with whet both of you all 

6 are saying. It' s hard not to. 

7 COMMISSIONER DEASON: Well, let me ask one 

JOO 

8 further clarification. I think that we do have i11 the 

9 record that, at least it ' s TECO's position, that this 

10 was first identified as an issue in June of 1995; is 

11 that correct? 

12 COMMISSIONER JOHNSON: She testified to that 

13 I know orally at least. 

14 MS. JOHNSON: Yes, that's correct . 

15 COMMISSIONER DEASON: Okay. And Staff's 

16 interpretation when it was raised in June 1995, what 

17 period of time did that apply to? Would that be 

18 beginning with the fuel adjustment factor collections 

19 for October of 1995? 

20 MR. DUDLEY: If you could reask that again, 

21 I didn't 

22 COMMISSIONER DEASON: Okay. The June 1995 

2J issue was raised. What would be the Cirst period of 

24 time -- it it's not going to be retroactive, wh~t 

~5 would be tho first period of time that that would 
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1 apply to? 

2 MR. DUDLEY: If we raised it in June, we 

3 were looking at estimated actuals !or April through 

4 September, so it would go back to October of '94. 

5 COMMISSIONER DEASON: So you ' re saying it 

6 would go back to october of ' 94. 

7 MR. DUDLEY: At that po int in time we would 

8 be looking at nctual costs for October through 

9 March -- october '94 through March of ' 95, we would 
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10 look at actual estimated for April through September 

11 ' 95 and then projected costs for October through March 

12 1 96. 

13 COMMISSIONER DEASON: Yes. But the original 

14 estimates for the period beginning october ' 94 the 

15 company would not have known it was going to be an 

16 issue when they made their origina l estimates. 

17 MR. DUDLEY: No, sir . When it was addressed 

18 the only costs we would have been looking at, we could 

19 have addressed it in the final true-up numbers Cor 

20 October through March, October ' 94 through March of 

21 '95 . 

22 COMMISSIONER DEASON: Yes, the true up 

23 numbers for th~t period. 

24 MR. DUDLEY: Yes, sir. 

25 COMMISSIONER DEASON: But the Company would 
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1 not have been put on notice to have incorporated that 

2 in making their original projections upon which the 

3 true-up would subsequently be based. 
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4 MR. DUDLEY: Correct. The only projections 

5 that would have been made at that point in time would 

6 have been June '95 through March '96. Did I tell you 

7 right? June, July, August , September and then October 

8 through March, yes. 

9 CHAIRMAN DEASON: Based upon Exhibit No. 20 

10 I'm sorry, Exhibit No. 30, do we have the numbers 

11 to calculate what that would be Crom June 1995 to the 

12 end of 1995? 

13 MR. DUDLEY: I couldn't do it with just this 

14 exhibit. TECO recovered coats tt•rough the oil br1ckout 

15 clause after March of ' 95 all the way through 

16 December. I have done a schedule that broke it up 

17 into six-month periods. 

18 In the revi sed projections that were 

19 submitted in June or so, that would be the April 

20 through SP.ptember '94, we Ynow how much would have 

2l been nonjurisdictional that six-month period and each 

22 six-month period after that. 

23 COMMISSIONER DEASON: Well, 1 guess what I'm 

24 trying to get at is that I think that when it was 

25 raised, officially ra ised as an issue by Staff in this 
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1 proceeding, that that would constitute adequate 

2 notice. And that if we felt like i t was proper to 

3 make a jurisdictional separation that we could go to 

4 that point. I ' m uncomfortable going to a time before 

5 then. I don ' t know if we have the information to make 

6 that calculation. If it ' s going to be son1e few 

7 thousand dollars, but I don ' t know if it ' s going to be 

8 significant. But , me personally, as one Commissioner, 

9 would be willing to capture whatever jurisdiction~! 

10 separation should have been made from that poir.t 

11 forward. 

12 MR. DUDLEY: You have the numbers from July 

13 of -- it would be approximately $38,000, which should 

14 be refunded to the retail ratepayers. 

15 COMMISSIONER KIESLING: Could you tell me 

16 how you - - I ' m looking at that same Exhibit 30. 

17 M~. DUDLEY : That why I said it's not on 

18 here . At the time this issue wa~ raised we only had 

19 numbers -- projections that went out through March. 

20 COMMISSIONER DEASON: Mr. Beasley, do we 

21 have here in the room today the monthly allocations 

22 for 1995 li~c we have for all of the previous years 

23 for each month on a monthly basis? 

24 

25 

MR. BEASLEY : Yes, sir, we do . 

COMMJ:SSIONER DEASON: Commissioners, I'd 
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1 like to have that information, if it's necessary to 

2 recall the witness an1 have her sponsor that 

3 inrormation. I ' m not saying that's the adjustment we 

4 need to make, but if we do want to make it, S~aff 

5 needs to have that information. 

6 MR . DUDLEY : Oh, you're wanting the monthly 

7 oil backout costs that were recovered? 

8 COMMISSIONER KIESLING: No. What the 

9 nonjurisdictional amount was. 

10 MS . JOHNSON : commissioner Deason, if I 

11 cecall correctly, Witness Townes testified as to the 

12 total amount which was $537,179. 

13 COf.fMISSIONER KIESLING: 537,179. 

14 MS. JOHNSON: Right. I don't know if it ' s 

15 possible to extrapolate from that number to get to 

16 where we're trying to get ~ith what we have in the 

17 record. And Ken has indicated it is. 

18 COMMISSIONEH DEASON: Mr. Beasley, do you 

19 have an understanding of what information you do have 

20 available? 

21 

22 

MR. BEASLEY: Yes, sir, 1 do. 

COHM.ISSIONER DEASON: Do you have monthly 

23 information available? 

24 MR. BEASLEY: I do. 1 do. For 1995, the 

25 nonjurisdictional amount. 
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1 

2 

3 

COMMISSIONER DEASON: On a monthly basis. 

MR. BEASLEY : That's correct, I do. 

COMMISSIONER DEASON: Okay . Let me ask , do 

J05 

4 we need to recall the witness or do the parties agree 

5 to let Mr. Beasley just read that information into the 

6 record? No objection. Mr. Beasley, what is that 

7 information . 

8 

9 

MR. BEASLEY: For what period, sir? 

COMMISSIONER DEASON: On a monthly basis . 

10 We have it for January, February and March, so we need 

11 it on a monthly basis for the rest of 1995. 

1.2 MR. BEASLEY: Can I say this as a preface to 

13 that, Commissioner, that the Company, by getting an 

14 interrogatory from the Staff in June of ' 95 had no 

15 real basis for changing the way it was doing anything 

16 until any issue subsequently identified by the Staff 

17 was ultimately resolved. And so the first time we 

18 would have been able to do that would have been 

19 October 

20 of '96. 

21 

effective for October of '95 through March 

COMMISSIONER DEASON: I know, Mr. Beasley, 

22 but some people would say that you should have been 

23 put on not1ce in 1991, but I just ne~d the 

24 information. 

25 MR. BEASt.EV: Okay. For April the 
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1 nonjurisdiction~l amount is $402. For May '95, the 

2 amount is $8,725. 

3 COMMISSIONER KIESLING: Could you repeat 

4 that number? 

5 MR. BEASLEY: 8,725 . For June 1995, the 

6 number is $4. 14 9. For July 1995, it's $5,344. For 

7 August 1995, it's $8,407. September is $4,246. 

8 October is $4,333. November is $1,366. And December 

9 of 1995 is $2,047. 

~0 COMMISSIONER DEASON: And, Staff, you h~ve 
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11 those numbers; is tnat corr~ct? 

12 

13 

MR. DUDLEY: I missed April. 

COMMISSIONER DEASON: Okay. April, $402. 

14 What I'd like for to you ~o is add up those 

15 monthly numbers for June through December and give mP 

16 that total please. 

17 

18 

19 

20 

M~. DUDLEY: 29,892 . 

COMMISSIONER DEASON: 29,892. 

MR. DUDLEY: Yes, sir . 

COMMISSIONER DEASON : Okay. Commissioners, 

21 any further questions? I would be willing to 

22 entertain a motion or just have further discussion if 

23 that's necessa.~. 

24 COMMISSIONER KIESLING : Well, on Issues 19 

25 -- it's hard to separate 19A and B, but I would just 
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1 on Issues 19A and 19B move that we deny Staff and that 

2 we leave things as they were for that time period. 

3 COMMISSIONER DEASON: And make no adjustment 

4 at all. 

5 COMMISSIONER KIESLING: Make no adjustment 

6 at all and no refund then. 

7 COMMISSIONER DEASON: Okay. That's ~he 

8 motton for Issues 19A and B. 

9 COMMISSIONER JOHNSON: Let me ask one 

10 question first. With respect to this 29 ,892 dollar 

11 figure, would you suggest --

12 COMMISSIONER DEASON: I wanted that 

13 information r would suggest that when it was raised 

14 as an issue in this docket, specifically pertaining to 

15 oil backout and the question of jurisdiction, that at 

16 that point I ' m comfortable with making an adjustment. 

17 First of all, if you assume that there 

18 should be a jurisdictional adjustment made. I'm 

19 comfortable making it at that point. I would be 

20 uncomfortable going before that point . Now, I do 

21 understand Staff's argument concerning the pyramid 

22 buyout. And quite honestly, I think there is some 

23 merit to that argument . 1 tl1ink it could bo argued 

24 that that should have been enough notice to TECO for 

25 them to have taken some stops to recognize that there 
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1 may be a problem, and to address that. It wasn ' t 

2 done. Neither did we raise it as an issue 
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3 specjfically until June of 1995 . Other parties didn't 

4 raise it as an issue either . And given the rather 

5 unique nature or tho flnanclng ot this arrnngement, 

6 I'm just-- putting that all together I would be 

7 uncomfortable going before that . But I would be 

8 comfortable mak1ng an adjustment for the 29,892. Here 

9 again, that's assuming that you think that there needs 

10 to be a jurisdictional factor applied to these costs 

11 and it ' s just a queGtion of when you would apply that 

12 adjustment. 

13 COMMISSIONER KIESLlNC: What 1 intended by 

14 my motion was to not apply a jurisdictional factor, 

15 but to leave it as it has been handled up until this 

16 point despite it having been raiseu, I guess, in an 

17 interrogatory question in June of '95. 

18 COMMISSIONER JOIItiSON: Are you kind of 

19 thinking perhaps that still *asn ' t sufficient to put 

20 them on notice? 

21 

22 

23 motion. 

24 

COMMISSIONER KIESLING: That's my view. 

COMMISSIONER JOHNSON: Yeah. I second the 

COMMISSIONEH DEASON: Okay. We have a 

25 motion and a second. All in !avor say aye. 
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2 

3 

COMMISSIONER JOHNSON: Aye. 

COMMISSIONER KIESLING: Aye. 

COMMISSIONER DEASON: Opposed nay. Nay. 

4 And I would make the $29,000 adjustment. I do agree 

5 that we should not go back before that point. 

6 All right. That disposes of Issues 19A and 

7 198. Now we need to address Issue 18, is it? 

s COMMISSIONER KIESLING: I guess I'm 

9 confused, because we have a number now in 18 that I 

10 thought was $23,001 underrecovery from both parties. 

11 Am I missing something here? 

12 MS. JOHNSON: There's still a dispute as to 
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13 how those dollars will be recovered . That is included 

14 in the 184 that we were discussing earlier, 613. 

15 COMMISSIONER JOHNSON: Okay. That is this 

16 issue? 

17 MS. JOHNSON: Yes. 

18 COMMISSIONER KIESLING: And 1 thought it was 

19 a fallout issue. Okay. 

20 COMMISSIONER DEASON: So we do have the 

21 number, and it is agreed to be $184,000 and there 

22 needs to b~ no adjustment consistent With the decision 

23 we just made on Issues 19A and 198, correct? 

24 

25 

MS. JOHNSON: That's correct. 

COMMISSIONER KIESLING: And that's the total 
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1 of the 16l,fl2 plus the 2,J01. 

MS. JOI!N~ON: Yes. 2 

3 COMMISSIONER KIESLING: That's why I thought 

4 it was already in here. 

5 COMMISSIONER DEASON: If we had -- lot me 

6 just make sure I'm correct. If we had adopted Staff's 

7 position, there would need to be an adju~tmont of sorr.e 

8 sort to recognize the jurisdictional issue and that 

9 $184 ,000 number would have changed; is that correct? 

10 MR. DUDLEY: The $600,000 figure that ;.•e had 

11 put forth did ~ake an adjustment for the cost during 

12 that period, dlso. Had you decided that this $29,000 

13 figure, by including that in fuel, that would have, in 

14 a sense, jurisdictionalized this 18~, but as you did 

15 not vote that way --

16 COMMISSIONER DtASON: So instead of it being 

17 184 underrecovery, it would have been something less, 

18 something in the order of 150-somethlng-thousand 

19 underrecovery. 

20 MR . DUDLEY: Yes, the difference between 

21 that and 29,000. 

22 COMMISSIONER DEASON: Okay. 

23 COMMISSIONER JOHNSON: On this issue, and 

24 I ' m not certain as to what I ' m moving, but I'd like to 

25 move the Staff position as I think -- the order in the 
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1 record, did we not, that stated tho mechanism by which 

2 this would be calculated? 

J MS. JOHNSON: We discussed the order, but we 

4 did not take official recognition . 

5 

6 official 

7 

8 

COMMISSIONER JOHNSON: Didn ' t we take 

MS . JOHNSON: No, we didn •t. 

COMMISSIONER JOHNSON: Well, given that it ' s 

9 in Order 95-0580, is that the correct-- and it seems 

10 pretty unambiguous to me . And I can see no r-eason 'oOihy 

11 we would deviate from that order and that policy that 

12 has been used in other cases also. So for those 

13 reasons I would move Staff in the mechanism or the 

14 mechanism in this -- did we filed th£5 as an exhibit, 

15 too, Terry, or was it demonstrative? 

16 COMMISSIONER DEASON: No, it was not 

17 identified as an exhibit . It's just-- it's like a 

18 Staff recommendation, as I read it, clarifying an 

19 issue. We can identify it as an exhibit . 

20 COMMISSIONER JOHNSON: I'll just move 

21 Staff's recommendation then. 

22 COMMISSIONER DEASON: Do you understand tho 

23 motion, commissioner Kiesling? 

24 COMMISSIONER KIESLING : I think 1 do. I'm 

25 just trying to make sure that the numbers that we do 
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1 recognize that we voted not to make any o( it 

2 nonjurisdictional, so is that what this ~s going 

3 doing? 

4 COMMISSIONER DEASON: The 184,000 was the 

5 amount before there was any jurisdictional adjustment . 

6 COMMISSIONER KIESLING: Right. 

7 

8 that. 

9 

MS. JOHNSON : That's correct. Then T second 

COMMISSIONER DEASON: Okay. That's been 

10 moved and seconded . All in favor as aye. 

11 

12 

D 

14 

COMMISSIONER KIESLING: Aye. 

COMMISSIONER DEASON : Aye. 

COMMISSIONER JOHNSON: Aye. 

COMMISSIONER DEASON: That carries 

~5 unanimously. Okay. That addresses all of the 

l6 contested issues. 

~7 MR. BEASLEY: Commissioner, for purposes of 

l8 having certainty on a factor going forward, do I 

l9 correctly interpret your vote to mean that the 2.392 

20 cents per kWh is what you're approving for Taropa 

21 Electric ' o fuel adjustment ! actor? 

22 COMJ>IISSIONER DEASON: That's my 

23 understanding, Hr. Beasley. Is that c o rrec t, staff? 

24 MS. JOHNSON: That's correct and that should 

25 also be reflected ae Issue 4. 
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1 COMMISSIONER DEASON: I assume there ' s going 

2 to be some fallout calculations as a result. 

3 MR. BEASLEY. We would offer to submit for 

4 Staff' s administrative approval a refiling of our 

5 schedules carrying out this 2.392 cents per kWh and 

6 all of the other -- anything else affected by that 

7 adjustment for Staff's administrative approval. 

8 COMMISSIONER DEASON: Yes. That would be 

9 sufficient. Obviously, these factors need to be in 

10 place early enough so that they can be included in the 

11 next billing cycle consistent with this fuel 

12 adjustment proceeding. 

13 MR. BEASLEY : Yes, sir, that's why I wanttod 

14 to have something to carry away today. 

15 C0~1ISSIONER DEASON: Now, we have addressed 

16 the contested issues. we need to address the 

17 remaining issues, those that are stipulated and those 

18 that fallout as a result of the decisions on the 

19 contested issues. 

20 COMMISSIONER KIESLING: I move all of those 

21 stipulated issues and the fallout issues. 

22 

23 

COMMISSIONER JOHNSON: Second. 

COMMISSIONER DEASON: Docs Staff understand 

24 the motion at this point? 

25 MS. JOHNSON: Yeo. 
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1 COMMISSIONER DEASON: The motion has been 

2 made and it's been seconded. All in favor say aye . 

3 

4 

COMMISSIONER KIESLING: Aye. 

COMMISSIONER JOHNSON: Aye. 

5 COMMISSIONER DEASON : Aye. That motion 

6 carries unanimously. That should dispose, then, of 

7 all issues in the 01 docket. Is that correct? 

MS . JOHNSON: That ' s correct. 
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8 

9 COMMISSIONER DEASON: Okay . Where are we at 

10 this point? I think ~e should be concluded unless 

11 there are any other matters. 

.12 

.13 

MS. JOHNSON: No . Nothing we're aware of . 

COMMISSIONER DEASON: Bofore we end, let me 

14 say that I appreciate Staff bringing this issue before 

15 us and doing all the research necessary to bring the 

16 jurisdictional issue. I think that's definitely the 

17 type of analysis and research and thinking that we can 

10 be doing in this docket, and present to us and we have 

19 to make the d ecision . But I appreciate all of the 

20 work and thought that went into that process. You did 

21 a good job. This hoarin9 is adjourned. Thank you 

22 all. 

23 (Thereupon, the hearing concluded at 3:28 

24 p.m.} 

25 - - - - -
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