
AUSLEY & MCMULLEN 
ATTORNEYS A N D  C O U N S E L O R S  AT LAW 

123 SOUTH CALHOUN STREET 

P.O. BOX 391 (ZIP 32302) 

TALLAHASSEE. FLORIDA 32301 

(8501 224-91 15 FAX (650)  222-7560 

May 1,2012 

HAND DELIVERED 

Ms. Ann Cole, Director 
Division of Commission Clerk 
Florida Public Service Commission 
2540 Shumard Oak Boulevard 
Tallahassee, FL 32399-0850 

Re: Docket No. 120074-EI-Petition for approval of revisions to standard offer contract 
and rate schedules COG-I and COG-2, by Tampa Electric Company 

Dear Ms. Cole: 

Pursuant to Staffs letter dated April 17, 2012, we enclose the original and five (5) copies 
of Tampa Electric Company's responses to Staffs First Data Requests Nos. 1-10 pertaining to 
Tampa Electric's 201 1 standard offer contract. 

Sincerely, 

JDBipp 
Enclosure 

cc: Pauline E. Robinson, Esq. ( w h c . )  
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1. TECO's 2011 standard offer contract (SOC) identified a 61 megawatt (MW) 
natural gas fired combustion turbine (CT), with an in-service date of May 
2013, as its next avoidable unit. TECO's 2012 SOC, identifies a 177 MW 
CT with an in-service date of 201 9 as its next avoidable unit. Will any new 
generation be built in 2013? 

a. If yes, please provide the type of generation, in-service date, and 
amount of generation. 

A. No. Tampa Electric took advantage of favorable market conditions and 
negotiated low cost purchased power agreements in lieu of constructing the 
2013 avoided CT as well as the CTs that were planned in Year's 2014, 
2015, and 2016. These purchases, along with an existing firm purchase, 
will extend through 2016. The in-service date of Tampa Electric's Polk 
Conversion Project has been pushed up from January 2019 to January 
2017 coinciding with the expiration of the purchased power agreements. 
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2. Please explain how TECO determined the 201 9 date for its next avoidable 
unit. 

A. The 2013 avoided combustion turbine (CT) as well as the CTs present in 
the 201 1 Ten Year Site Plan for the Years 2014, 2015 and 2016 have been 
replaced with low cost purchased power agreements (PPAs) through 2016 
as explained in the response to Data Request No. 1. 

The Polk Conversion Project (PCP) in-service date formerly scheduled for 
January 2019 has been accelerated to January 2017 which coincides with 
the expiration of the PPAs mentioned above. The incremental capacity of 
the PCP has been increased and is sufficient to meet the capacity 
requirements for both 2017, 2018, and the expiring purchase power 
agreements. The 2017 PCP is the subject of an issued RFP and therefore 
not considered an avoided unit. 

The last remaining and only avoidable generating unit in Tampa Electric’s 
IO-year planning horizon is a 177 MW GE 7F CT with an in-service date of 
May 1,201 9. 
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3. Please explain the increase in the amount of generation needed between 
the 201 1 and 2012 SOCs. 

A. The 201 1 SOC was based on the operating parameters of a 61 MW (winter 
rating) aero-derivative CT with an in-service date of May 2013; however, the 
expansion plan in the company's 2011 Ten Year Site Plan indicated that 
three of these 61 MW units with the same May 2013 in-service date would 
need to be built for a total capacity of 183 MW (winter rating). All three of 
the 2013 CT units were considered avoidable in the 201 1 SOC. 

The 2012 SOC is based on the operating parameters of a 177 MW (winter 
rating) GE 7F CT with an in-service date of May 2019. The expansion plan 
in Tampa Electric's 2012 Ten Year Site Plan indicates that only one unit is 
needed to satisfy the generation capacity requirement. 

If looking at the total amount of avoidable generation represented in the 
2011 and 2012 SOCs, the amount of avoidable generation actually 
decreased in the 2012 SOC (from 183 MWs to 177 MWs). However, there is 
no connection between the two SOC's since they are based on avoided 
units planned in different years based on two very different expansion plans. 
The amount and type of avoidable generation and whether the need is 
achieved by one large or several smaller units depends on many variables 
including, but not limited to, executed PPAs, forecasted peak demands, 
forecasted energy consumption, construction costs, fuel costs, black-start 
requirements, and issued requests for proposals. As they change from year 
to year, these variables influence the expansion plan and the determination 
of the next avoidable unit. 
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4. Please refer to the legislative format of tariff sheet No. 8.422. Please 
explain why TECO's monthly avoided capacity, $/kW/month has decreased 
although the total cost of the avoided unit has increased from $757.10/kW to 
$878.1 l/kW. 

A. Although construction cost for the 2019 avoided unit has increased, the 
monthly avoided capacity $/kW/month for the 2012 avoided unit has 
decreased due to the impact of other financial and cost parameters in the 
VACm equation that determines the monthly value of avoided capacity in 
year n, the in-service year. The combined impact lowers the $/kW/month by 
approximately $2.30. The impacts in isolation are provided below. 

VACm =1/12 [K* l,,*(l-R)/(l-RL) + On] 

K - The 2012 k-factor has decreased from 1.5964 to 1.4763 which 
results in lower carrying charges over the life of the project. The 
impact lowers the $/kW/month by $0.59. 

R - The 2012 value for R has increased from 0.9433 to 0.9541. The 
impact lowers $/KW/month cost by $081. 

R = (I+ ip)/( I+ r) 

ip = the annual escalation rate associated with plant cost 
which increased from 1.9% to 3.0% for 2012. (impact 
= $0.76) 

r = the annual discount rate which has decreased from 
8.02% to 7.95% in 2012. (impact = $0.05) 

0, - The annual Fixed O&M expense in $/kW/year for the avoided unit 
in year n. This value has decreased from $2153/kW/year to 
$1 1.42/kW/year reflecting fixed O&M rate differences between the 
aero-derivative and 7F CTs. The impact lowers the monthly 
capacity cost by $0.85. 

where; 
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5. Please explain the increase in the total direct and indirect cost from 
$757.10/kW to $878.11/kW. 

A. The $757.1OlkW is the cost of an aero-derivative CT in 2013 dollars 
whereas the $878.11kW is the cost of a 7F CT in 2019 dollars. When 
these costs are compared on an apples-to-apples basis (Le., both costs in 
2012 dollars) the difference between the $/kW costs of the two CTs is only 
$9/kW higher for the 7F CT (Le., $689/kW compared to $680/kW). The real 
drivers for the cost increase between the 2013 avoided unit and the 2019 
avoided unit are the escalation assumptions used to escalate the 
construction cost into the in-service, year and the time difference between 
the in-service years. The escalation rate assumed for the 2019 avoided CT 
is 3% while the escalation rate assumed for the 2013 avoided CT was only 
1.9%. Likewise, the construction costs for the 2019 avoided unit had to be 
escalated more years out in time than did the construction costs of the 2013 
avoided CT. 
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6. Please explain the change in the total fixed operation and maintenance 
expense from $21.53/kW to $1 1.421kW. 

A. The $21.53/kW (in 2013 $) is the fixed operation and maintenance (FOM) 
expense of a 61 MW avoided CT with an in-service year of 2013 on which 
the 2011 SOC was based. The $11.42/kW (in 2019 $) is the FOM for a 177 
MW avoided CT with an in-service year of 2019 on which the 2012 SOC is 
based. The dollars of fixed operation and maintenance expense are 
actually higher for the 2019 avoided CT primarily due to the escalation 
applied to bring the FOM dollars into 2019, the in-service year. However, 
this higher dollar amount, when divided by the much higher capacity of the 
2019 avoided CT (Le., 177,000 kWs compared to 61,000 kWs), yields a 
lower $/kW FOM value than that of the 2013 avoided CT on which the 201 1 
SOC was based. 
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7. Please explain why the annual escalation rate associated with the plant cost 
of the designated avoided unit increased from 1.9 percent to 3.0 percent. 

A. The previous avoided unit had an in-service date of 2013; short term 
escalation rates are quite low. The current avoided unit has an in service of 
2019; longer term escalation rates are around 3%. 
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8. Please refer to original tariff sheet No. 8.426, specifically the table titled 
"201 3 combustion turbine monthly capacity payment rate." Please verify 
that the figures provided are case specific for the 2019 SOC. If the incorrect 
figures were used, please provide an updated chart using 2019 SOC 
figures. 

A. Fourth Revised Tariff Sheet No. 8.426 in legislative format provided in 
Exhibit " C" of Tampa Electric's Petition does show a table titled "2013 
Combustion Turbine Monthly Capacity Payment Rate"; however, albeit not 
very obvious, there is a horizontal line midway across this table that is 
Word's only indication under "track changes" that the entire table is being 
deleted. The updated replacement table titled "201 9 Combustion Turbine 
Monthly Capacity Payment Rate" appears on the following overflow page of 
revisions for this same tariff sheet. Provided in Exhibit "B" is the standard 
format for this tariff sheet which reflects only the updated information for the 
2019 avoided unit. 
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9. Please refer to revised tariff sheet No. 8.434. Please explain why a heat 
rate value of 11,983 BtulkWh has been assigned to the proposed 
combustion turbine units. Has the company explored alternative CT units 
that would provide lower heat rates? Please explain and provide detail. 

A. Yes. Based on the size of the need, and since the resulting capacity factor 
is so low, the less capital intensive technology was selected. 
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I O .  Please complete the tables below describing payments to a renewable 
provider based on the proposed tariffs included in the company's revised 
standard offer contract. Please assume the renewable generator is a 50 
MW facility providing firm capacity at the minimum capacity factor required 
for full capacity payments. Additionally, please assume an in-service date 
of January 1, 2013 and a contract duration of 20 years Please provide this 
information for the following scenarios' 

Normal Payments 
Levelized Payments 
Early Payments 
Early Levelized Payments 

10 



TAMPA ELECTRIC COMPANY 

STAFF'S FIRST DATA REQUEST 
REQUEST NO. 10 
PAGE 2 OF 6 
FILED: MAY 1,2012 

DOCKET NO. 120074-El 

A. The tables below contain estimated payments to a renewable generator ("RG) 
under the four payment options, normal, levelized, early, and early levelized, 
based on corrected avoided unit parameters included in Tampa Electric's 
revised standard offer contract that were filed on April 29 201 1. The estimated 
payments assume a 20-year contract term for a 50 megawatt renewable 
generating facility with an in-setvice date of January 1,2013. 

In order to be paid full capacity payments under Tampa Electric's SOC, the RG 
is required to meet a 90% "capacity factor". However, under Tampa Electric's 
SOC, "capacity factor" is defined as: the sum of 80% of the monthly average 
on-peak operating factor and 20% of the monthly off-peak operating factor in 
the summer months and 90% of the monthly average on-peak operating factor 
and 10% of the monthly off-peak operating factor in the winter months. By this 
definition, it is the capacity received from the RG during those hours that the RG 
is dispatched (Le., the hours that the avoided unit would have been dispatched) 
by Tampa Electric that will determine if the RG is eligible for full capacity 
payments. It is difficult to select a minimum capacity factor for full payment 
based on the normal definition of capacity factor because the minimum capacity 
factor would vary from year-to-year consistent with the projected capacity factor 
of the avoided unit. 

For purposes of this response, a 90% capacity factor has been assumed for the 
RG although this capacity factor neither represents a minimum capacity factor 
for receiving a full capacity payment nor necessarily guarantees a full capacity 
payment. 
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50 
90% 

Normal 

395 
394 
394 

4,874 

11) me c a p c l y  factor u ~ e d  in this example is 90%. me minimum capacity factor required to obtain a filii capacity payment would be appmximateiy 
90% ofthe Perage capacity factor ofthe awided unit and Other misting and future CTr of the same type in each year of the contract. 

(2) me CCwciIy payment Underthe Nomsi payment option begtnr May 111 of2019 vhch is the in-oennce date d t h e  araided unl. 

13) me energy M e  beginning in 2019 il a weighted blend bared on the PmleCted capacity factor Or the awided unl. the estimated amaided unl 
energy M e ,  and the estimated aS-avBilable enemy nte. 
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394.200 
394,200 

50 

90% 
Leveihed 

9.44 

2032 
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395.280 9.78 5,870 80.68 31,893 I 37.762 

49.36 
53.28 
54.60 

52.59 

53.54 

19,457 
21,004 
21.584 

19.45; 
21.oc. 
21.58r 

20.731 

26,761 

(I) me capcity  fact^ used in this example is 90% The minimum capscity factor required to Obtain a full capcity payment would be appmximately 
90% ofthe a-e capacity (actor ofthe amided unt and mher exioting and f Y t m  CTr of the same type in each year of the ~ ~ n t r a c t .  

(2) me capacity payment Under the Lerelired payment option begins May 1st of 2019 Which is the in-sRuce date ofthe amided unit 

(3) The energy rate beginning in 2019 is a weighted blend bared on the projected capacity factor ar the amided und. the estimated amided unit 
enemy me, and the estimated as-amiiable enemy rate. 
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Comnitted Capacity (MW) 
Capacity Factor X (" 

Payment Type: 

50 
90% 
Early 

(1) me capacity factor used in this example is 90%. me minimum capacity factor required to oblain a full capacity payment would be appmximately 
90% of the amrage capacity factor ofthe =\aided unn m d  other existing and Mure CTr ofthe same type in each year of the contract. 

(2) me enemy rate beginning in 2019 is a weighted blend based on the pmjecled capacity factor orthe awided mil. the estimated awided unit 
enemy rats. and the estimated sr-milable enemy rate. 
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ConndUed Capacily(YWj 
Capacity Factor % (‘I 

Paymsnt Type: 

50 

90% 
Early Levelized 

(1) The capacity factor used in this example is 93%. The minimum capscity factor required 10 Obtain a fill1 capacity payment would be appmximately 
90% ofthe swage Capacity factor ofthe awided unfi and aher existing and Mure CTr of the same type in esch year ofthe contract. 

12) The energy rate beginning in 2019 is a weighted blend based on the PmjRted capacity factar ar the amided unit. the estimated Bmided unn 
energy rale. and the estimated a%a\silable energy me. 
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