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Case Background 

Rule 25-6.0436, Florida Administrative Code, requires investor-owned utilities to file 
comprehensive depreciation studies at least once every four years. The Commission authorized 
the approval of new depreciation rates for Tampa Electric Company (TECO or company) 
effective January 1 , 2004, by Order No. PSC-04-08 15-PAA-EI, in Docket No. 030409-E1, issued 
August 20, 2004. That order approved a new recovery schedule for Big Bend Combustion 
Turbine Units 2 and 3 to begin January 1, 2003 and end December 3 1, 2004, matching recovery 
of the remaining net investment to the remaining service period of the investment. 

On September 24, 2004, Tampa Electric Company filed a petition for the approval of 
depreciation rate changes for Big Bend Combustion Turbine Units 2 and 3, and Polk Units 2 and 
3. The request is based upon the refurbishment of the Big Bend Combustion Turbines units 
necessitated by the lack of response to TECO's Request for Proposals (FWP) for purchased 
power, as well as the completion of account subcategorization for Polk Units 2 and 3. 
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This is staffs recommendation to permit implementation of TECO’s proposed 
depreciation rates on a preliminary basis, pending a full review of the proposed rates. The 
Commission has jurisdiction over these matters pursuant to Sections 366.04, 366.05, and 366.06, 
Florida Statues. 
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Discussion of Issues 

Issue 1: Should the Commission permit Tampa Electric Company to implement its proposed 
depreciation rates, provision for dismantlement, and account subcategorization on a preliminary 
basis for Big Bend Combustion Turbine Units 2 and 3, and Polk Units 2 and 3? 

Recommendation: Yes. The additional $4.1 million of plant investment to refurbish’ Big Bend 
Combustion Turbines 2 and 3 will extend the useful life of these units approximately 10 years. 
Therefore, the depreciation rates, recovery schedules, and provision for dismantlement should be 
adjusted to reflect the units’ current life expectancy. In addition, property records are now 
complete for Polk Units 2 and 3 to allow plant account specific depreciation rates, per Rule 25- 
6.0436 1 (5)(c), Florida Administrative Code. The effect of this proposal would’ decrease 
expenses as shown on Attachments B and C by an estimated $748,000 for 2004. The resulting 
expenses should be trued-up when final action, expected to occur in January 2005, is taken by 
the Commission in this docket. (Gardner, Colson, Haff, Lester) 

Staff Analysis: During the fall of 2003, TECO issued a Request for Proposals to procure 
peaking capacity beginning in the fall of 2005. By the summer of 2004, TECO recognized that a 
reliable and economical source of power was not available to meet its capacity need. As shown 
in TECO’s Ten-Year Site Plan, Big Bend Combustion Turbine (CT) 2 is currently in long-term 
shutdown status, and the output of Big Bend CT 3 was reduced to a summer capacity of 60 MW 
(70 MW winter). Initially, these two units were to be returned to service by May 1, 2006. When 
TECO realized that its RFP process would not provide sufficient capacity resources to meet its 
need, TECO determined that the most cost-effective and timely alternative was to accelerate 
planned refurbishment of the Big Bend CT units. Work began on July 19, 2004 and October 5 ,  
2004, on Big Bend CT Units 2 and 3, respectively. TECO is replacing damaged turbine blades, 
restoring the units to original design, and completing other refurbishment activities. Work is 
scheduled to be completed on November 11, 2004 and December 23, 2004, for Units 2 and 3, 
respectively. The proposed total cost for the work is $4.1 million, of which $2.1 million is for 
Big Bent CT Unit 2 and $2.0 million is for Big Bend CT Unit 3. Big Bend CT Unit 2 will be 
restored to its original summer capacity of 66 MW (80 MW winter), while Big Bend Big Bend 
CT Unit 3 will be restored to its original summer capacity of 70 MW (76 MW winter). The 
additional plant investment and replacement activities require revised life analysis and 
depreciation rates for Big Bend CT Units 2 and 3. 

Also, Rule 25-6.04361 (5)(c), Florida Administrative Code, requires that Accounts 341 
through 346 be maintained, at a minimum, on a plant site basis, but that stratification within the 
accounts for use in determining depreciation rates must be established in accord with the 
potential life patterns and usage by the specific company. In its 2003 comprehensive 
depreciation study, the company provided the life analysis of Polk Units 2 and 3 at the site level 
pending completion of its property records and subcategorizations of the individual units, as 
authorized by Order No. PSC-00-0603-PAA-EI, issued March 29, 2000, in Docket No. 990529- 
EI, In Re: Petition for 1999 depreciation study by Tampa Electric Company. Polk Unit 2 was 
placed in service in July 2000 and expenditures were complete in July 2001. Polk Unit 3 was 
placed in service in April 2002 and expenditures were completed in February 2003. The 
property records and subcategorizations for the units were completed in July 2004. The 2003 
comprehensive depreciation study final order was issued in August 2004. This recommendation 
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provides the necessary stratification of the assets into various categories expected to live in 
different patterns to include recalculation of salvage values, remaining life, and retirement. 

Preliminary #implementation does not infer that, upon completion of the review of the 
company’s filed petition, staff will be in full agreement with the company’s life, reserve, and 
salvage proposals. It only means that preliminary implementation of the rates and dismantlement 
provision shown on Attachments A and C is likely to result in more appropriate expenses than 
retention of the currently effective depreciation rates and dismantlement accruals. Also, it 
resolves the problem Tampa Electric would face if the 2-year recovery schedule proceeded to its 
December 31, 2004 end date and it became necessary for the company to absorb the additional 
$4.1 million refurbishment expense for the Big Bend CT units. In any case, expenses should be 
trued-up u60n final Commission action in this docket. 

The proposed changes in depreciation rates, dismantling accruals and recovery schedules 
indicate the following hnctional changes in annual depreciation. 

Functional Change in Annual Depreciation 

Production Plant I 

Dismantling 

Total Depreciation and Dismantling Cost 
I 

($746,186) (See Attachment B) 

(1,637) (See Attachment C) 

($747,82 3) 
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Issue 2: What should be the implementation date for the new depreciation rates, recovery 
schedule, provision for dismantlement accruals, and account sub categorization? 

Recommendation: Staff recommends preliminary approval of Tampa Electric’s proposed 
implementation date of January 1,2004. (Gardner) 

Staff Analysis: In Tampa Electric’s Petition, the company requests a January’ 1,  ‘ 2004, 
implementation date for its proposed depreciation rates, recovery schedule, dismantlement 
accruals for Big Bend Combustion Turbines 2 and 3, and account subcategorization for Polk 
Units 1 and 2. The Big Bend Combustion Turbines No. 2 and 3 were planned to be retired by 
year-end 2004, but the company proposes that it be allowed to terminate the two year recovery 
schedule and replace it with the appropriate life analysis, salvage values, and dismantlement 
provision effective January 1,2004. 

Rule 25-6.0436, Florida Administrative Code, requires that submitted plant and reserve 
balances or company planning involving estimates, match the effective date of the proposed 
rates. The Commission approved recovery schedule for the combustion turbines reflects the 
recovery of the company’s investment prior to the change in planning because of the lack of 
response to its purchased power RFP. To comply with Rule 25-6.0436, Florida Administrative 
Code, Tampa Electric’s petition addresses the unusual plant activity occumng at Big Bend CTs 2 
and 3, which results in a recalculation of the depreciation rate components, and remaining life of 
the surviving investments. This will ensure that Tampa Electric’s Ten Year Site Plan and the 
company’s books and records accurately reflect operating conditions and generation planning. 
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Issue 3: Should this docket’be closed? 

Recommendation: No. This docket should remain open, pending staff review, analysis, and 
final Commission action on the revised depreciation rates, recovery schedule, dismantlement 
provision, and accouni subcategorization. (Brown) 

I 

Staff Analysis: The recommendation addresses the preliminary booking of Tampa Electric’s 
revised depreciation rates, recovery schedules, dismantlement provision, and account 
subcategorization begi’nning January 1 , 2004, with a provision for a true-up of resulting expenses 
when final Commission action is taken. The issue regarding the appropriate depreciation, 
recovery schedule, dismantlement factors, and account subcategorizations can not be resolved 
until staff has thoroughly reviewed and analyzed the company’s filed petition. Staff expects to 
bring a recommendation to the Commission for final action on this request in January 2005. The 
Order resulting from staff‘s recommendation on the final depreciation rates, recovery schedule, 
and dismantlement provision will be issued as Proposed Agency Action affording a point of 
entry for substantially Fffected persons. 
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Account 
Number Account Title 

OTHER PRODUCTION 

BIG BEND STATION 

341420 COMBUSTION TURBINE N O  2 & 3 
342420 
344420 
345420 
346420 

COMBUSTION TURBINE No. 2 & 3 
COMBUSTION TURBINE No. 2 & 3 
COMBUSTION TURBINE No. 2 & 3 
COMBUSTION TURBINE No. 2 & 3 

POLK POWER STATION 

34 1 820 
342820 
343820 
345820 
346820 

UNIT No. 2 
UNIT No. 2 
UNIT No. 2 
UNIT No. 2 
UNIT No. 2 

34 1 830 
342830 
343830 
345830 
346830 

UNIT No. 3 
UNIT No. 3 
UNIT No. 3 
UNIT No. 3 
UNIT No. 3 

TAMPA ELECTRIC COMPANY 

Comparison of Rates and Components 
Docket No. 041 143 

CURRENTAPPPROVED 

- 1  

26.0 
26.0 
26.0 
26.0 
26.0 

26.0 
26.0 
26.0 
26.0 
26.0 

Recovery Scheudle 
Recovery Scheudle 
Recovery Scheudle 
Recovery Scheudle 

:overy Scheudle 
I 

- 
Life Rate 

(% 1 
- 

4.1 
4.1 
4.1 
4.1 
4. ¶ 

4. I 
4.1 
4.1 
4.1 
4.1 

9.3 
8.7 
8.8 
8.1 
10.2 

34.0 
31.0 
17.4 
32.0 
33.0 

38.0 
33.0 
19.8 
32.0 
36.0 

ATTACHMENT A 

;FFRECO 
NET 

,ALVAGE 
% 
- 

IENOATION 
01/01104 

I 

98.81 
69.66 
75.21 
97.24 
100.00 

9.20 
10.29 

9.94 
9.59 

t7.85 

4.47 
5.16 
8.92 

4.81 
5.38 

EMAlNll 

0.1 
3.6 
3.2 
0.7 
0.0 

2.7 
3.0 
5.3 
2.9 
2.8 

2.5 
3.0 
5.1 
3.1 
2.7 

I 

r- 
I 



M 

CURRENT 

- -  

STAFF RECOMMENDATION 

e 
0 
0 
N 

o i m  /a4 

* >  
0 0  zz 

1 

TAMPA ELECTRIC COMPANY 
DOCKET NO. 041 143-El 
COMPARISON OF EXPENSES 

341420 COMBUSTION TURBINE No 2 & 3 1 61 1,600 68 1,592,346 50 
342420 COMBUSTION TURBINE No 2 & 3 1,814,488 41 1,263,928 13 
344420 COMBUSTION TURBINE Nu 2 8 3 20,499.383 40 15,417,991 17 
345420 COMBUSTION TURBINE No 2 & 3 2,584,913 63 2,513,610 17 
346420 COMBUSTION TURBINE No 2 & 3 27 718 00 27,71800 

ATTACHMENT B 

1,612 (17.642 N/A 19,254 0 1 
(485,238 N/A 550,560 3 6  

NIA 981 392 3 2  655 980 (325,412 (53,206 
NIA 71,303 0 7  C 
NfA 

65 322 

ia,o94 
0 0 0  0 

192.147.19 
986,712.87 101,507.04 

28,983,893.84 5,172.806.24 
UNIT No. 2 16.535.361.54 1,643,947.43 

16.605.35 UNIT No. 2 173,209.9 I 

2,088,135.63 341 820 UNIT No. 2 
342820 UNIT No. 2 
343820 UNlT No. 2 
345820 
346820 

CHANGE IN EST1 MATED EXPENSES 
EXPENSES 

($1 ($1 RESiEiV!E 1 :at; 
Elcpie$;s@s I Rate 

("/.I 

Account - 1/01/04 
Number Account Title INVESTMENT 

($1 - 

4.1 85,614 2.7 56,380 (29,231 
29,601 (10,85L 40.455 3.0 

347,80C 
4.1 

(198,42t 
4.1 

(2,25> 4.1 7,102 2.8 4.1 

2,188.340 5.3 1,536,146 
677.950 2.9 479,525 

4.850 

OTHER PRODUCTION 

BIG BEND STATION 

10,337,092.03 461,677.60 
60.003.18 UNlT No. 3 1,162.799.73 

UNIT No. 3 30,316,637.56 2,702,987.11 
9,064.702.67 487,717.19 

UNIT No. 3 432,910.42 20,803.49 

UNlT No. 3 

UNIT No. 3 

4.1 423,821 2.5 
47,675 3.0 4.1 

4.1 1.242.982 5.1 
4.1 371,653 3.1 

17,749 2.7 4.1 

(881,502 
TOTAL BE CT 2 a 3 

POLK POWER STATION 

26,538,q 04 

51,314,142 3,733,189 -- 
TOTAL POLK 3 

31,675,796 TOTAL OTHER PRODUCTION 126,619,560 

28,275 

4.5 5,725,651 3.9 4,979,665 (746,186) 

2,132,155 2,i03,aeo 4.2 4.1 

341830 
342830 
343830 
345830 
346830 

TOTAL POLK 2 
I 

I 
7,127,013 1 4.1 

I 
1,999,461 I 4.3 

I 
2,106,502 107,041 

258,427 (165.394) (12,791) 

1,546,149 303,167 
281.006 (90.647) 

1 1,689 (6,060) 

34,884 

I 

M 

I 
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Attachment C Tampa Electric Company 
Dismantling Accruals 

Commission Approved Staff Recommendation Change In 
0 1 /O 112004 0 1 /O 1/2004 Accrual 

Big Bend Common 
Big Bend Unit 1 
Big Bend Unit 2 
Big Bend Unit 3 
Big Bend Unit 4 
Big Bend FGD Systems 

Surviving Turbine Assets 
Gannon Common 
Gannon Unit 3 
Gannon Unit 4 
Gannon Unit 5 
Gannon Unit 6 

Bayside Common 
Bayside Unit 1 
Bayside Unit 2 , 

Big Bend CT 1,2&3 
Phillips Station 

Polk Common & Gasifier 
Polk Unit 1 
Polk Unit 2 
Polk Unit 3 

City of Tampa 
Total 

396,163 
247,8 15 
39 1,667 
444,968 
299,958 
387,538 

7 1,854 
25,844 
40,723 
172,992 
97,196 

103,920 
199,295 
27 3,64 8 

10,123 
74,865 

532,15 1 
62,584 
9,881 
10,72 1 

396,163 
2473 15 
39 1,667 
444,968 
299,95 8 
387,538 

71,854 
25,844 
40,723 
172,992 
97,196 

0 '  
0 
0 
0 '  
0 
0 

103,920 0 
199,295 0 
273,648 0 

0 
0 
0 
0 
0 

8,486 
74,865 

( 1,637) 
0 

532,151 0 
62,584 0 
9,881 0 
10,72 1 0' 

0 20,666 20,666 
3,874,5 72 3,872,935 (1,037) 
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