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Tal lah.:JSSCC! 

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

Re: 

Dear Ms . 

Fuel 
with 
FPSC 

Bayo: 

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

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

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

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

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

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

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



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

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

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

Thank you for your assistance in connection with this matter. 

JDB/pp 
Enclosure!; 

Sincerely, 

~::'~~~ 
cc : All Parties of Record (w/encls.) 
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DOCXBT NO. t SOOOl·BI 
T~A KLBCTJUC COMPANY 
SO.I!IXI'l"l'BD POR PILING Ol./1.7/95 

BBPOU Tim PLO.JUDA PUBLIC SBRVICJl COIOUSSION 

PUPARKD DIUC'l' TBSTIHO'.llY 

OP 

KLIZUll'l'B A. 'lOWJIBS 

Please stace your name, business address and occupacion. 

My name is Blizabech A. Townes. My business addresr:o is 702 

9 N. Franklin St., Tampa, Plorida 33602. I am che assiscar.c 

10 concroller of Tampa Blectric Company. 

ll 

12 o. Please describe you educational background and business 

13 experience. 

14 

15 A . I received a bachelor of business administration degree in 

16 accounting from Ploride Incernational University i n 1978 

17 and a Master of BusLness Administration degree from the 

19 University of Tampa in 1982. I am a Certified Public 

19 Accouncant licensed in the state of Florida anu a member of 

20 the Flori da and the American Institute of CPA's. I am also 

21. currently a member of the Bdison Blectric Inscicute' s 

22 Corporace Accouncing Committee. 

23 

25 

Prior co joining Tampa Electric C/.Xnpany in January 1982, I 

was employed by General Telephone ~o~any of Florida i n 
DOCUM(NI NUMB(R ·DATE 

0 0 5 7 9 JAN I Hl 
fPSC-RECOiiOSIREPORTING 
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1 various accounting and regulatory !unctions. I was hired 

2 by Tampa Electric Company in January 1982 in t he position 

3 of regulatory accountant. In September 1983, I was 

4 promoted to manager Regulatory Control and subsequently in 

5 February 1991, I was promoted to my current position as 

6 assistant controller. 

7 

8 My current responsibili ties include accounting for fuel 

9 activities, conservation , oil backout and other regula~ory 

10 accounting areas, the revenue and financial reporting 

11 functions, preparation of budgeted financi a l statements and 

12 the monthly surveillance repor t. I am also responsible for 

13 disbursements and bank reconciliation processe1:1 . 

l4 

15 Q. 

16 

17 

18 A. 

19 

20 

21 

22 

23 

24 

25 

Ha ve you testified before this Commission in other 

proceedings? 

Yes. I have provided written testimony in Docker. No. 

920001-BI , 930001-BI, and 940001-EI related r.o r.he 

company's oil backout cost recovery clause a nd in Docket 

No. 920324- BI which is Tampa Blecr.ric company • s most -:ecent 

full rate case . I also testi!ied in the Docket No . 

930987-BI , Inves tiga tion into CUrrently Authorized Return 

On Bquir.y of Tampa Blectric Company. 

2 
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8 Q. 
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~0 A. 
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12 

13 

14 

15 Q . 

~6 

~7 

~8 A . 

19 

20 

21 

22 

23 

24 

25 

What is the purpose or your testimony in this proceeding? 

The purpose of my testimony in this proceeding is discuss 

Tampa Electric Company 's accounting treatmen t of long term 

firm Schedule D sales whi ch were oeparated and treated as 

wholesale transacti ons during the company• s last rate case. 

Have you testified on this issue prev iously? 

Yes, in Docket No. 930987-BI I testified to our accounting 

treatment for off s ystem sales and described the met hod ~e 

have used consistently on our surveillance report to 

allocate between wholesale and retail. 

Please discuss the treatment of these sales i n the la~t 

case. 

In the company's last rate case, the Commission very 

clearly established a philosophy which determines what 

types of sales were to be separated to the wholesale 

jurisdiction and which should be included in the retail 

jurisdiction . The company's rate case test years were 

projected for 1993 and 1994. The long term firm .Schedule 

D sales utilized tor purposes of establishing r·a1 eu werr• 

estimated amounts based on prospective CUstomers and 

3 
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1 transactions, just as all other items o f revenue, e xpense 

2 a.nd rate base were estimated. 

3 

4 Since that time, n.ew CUstomers were added and other 

5 contracts which were anticipated during the case did not 

6 materialize. This same phenomenon occurs within all 

7 classes of CUstomers. Ro'Wever, Tampa Electric company 

B continues to treat all of this category of sales consistent 

9 with the treacment accorded during the rate case. 

10 

l.1 Q. 

12 

13 

14 A. 

15 

16 

How does this treatment impact the reporting of the 

company's earned return for surveillance purposes? 

The Commission monitors Tampa Electric's earnings from 

retail sales thr ough Tampa Blectric 's monthly surV'eillance 

report. Bach month as tho company calculates its earned 

17 return to equity, the actual expenses and the rate base 

lB amounts which are separated and allocated co wholesale 

19 CUstomers are adjusted up o r down to reflect the actual 

20 level o f wholesale sales . This treatment offers the 

2 1 Commission a valid current picture of the regulatory return 

22 be ing achieved i n the retail jurisdiction. 

23 

24 o. Could you describe your treatment i n a little mor~ detail? 

25 

4 
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~ A . 

2 

The company 's total actual rate base and expenses are 

allocated between retail ancS wholesale utilizing the samE' 

3 methodology as was orderecS i n our last rat.e case . We 

4 adjust the si!paration tactor s used i n the las t rate· cnse by 

s. comparing the current demancS ancS energy l evels to the 

6 amounts earlier esti:m'ited in the 1993 separation study 

7 approved in Docket No. 920324-BI. Although this method 

B does not contain as much detail as a full sep~ration study, 

9 it does provide an appropriate and adequate estimat~ for 

10 

11 

12: 

n o. 
14 

15 A. 

purposes of tracking consistently the current retail return 

in the surveillance report. 

Is this the same treatment that other compan ies use? 

It is my understanding that companies continue to treat 

16 separated sales the same between rate cases and do not flow 

17 revenues from new contract sales back to ratepaye r s . The 

18 methodology which Tampa Blectric has adop ted for report.ing 

19 earnings on the surveillance report is different from that 

20 utili zed by other companies. Most companies do not change 

2~ 

22 

23 

24 

2S. 

separation factors between rate cases. 

relationship between wholesale and 

There!ore. if the 

retail changes 

significantly in between rate cases, no i ndication of that 

change is reported . 

s 
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10 
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13 

14 

15 

16 

17 

18 

19 

2 0 

21 

22 

23 

24 

25 

Do you believe that Tampa Blectric's treatment of these 

types of sales is fair and reasonable? 

Yes, I do. The first reas on I believe it is fair is that 

the Commission established a category or type o f sale which 

they considered to be non-retail in nature. Therefor e , i n 

order for syametry t.o work, t he company cannot be expec t ed 

to absorb any downside impacts without also benefitting 

from a.ny upside impacts. The company's treatment of these 

sales maintains the syametry of incrca.ses and decreases in 

our wholesale activities . Second, the surveillance repor t 

treatment affords the Commis sion a much clear er pictu r e of 

the company's actual earnings position with respect to the 

retail contribution. Since the surveillance reporting 

procedure is identical for increases and decreases , again 

the synmetry is preserved. Third, I believe that this 

t r eatment is con.sistent with all other i tems which are 

considered in setting rates. Bxpe.nses and revenues go up 

and down in between rate cases. However, the company 

cont inues to r eport the earned return t o the Commission 

utilizing the same treatment of revenues and expenses as 

was approved in the company's last rate case. In this way, 

the surveillance report properly reflects current business 

conditions , including changes which have taken place within 

each and every CUstomer class. 

6 



1 It should be noted that if separated wholesal e t r ans actions 

2 yield higher energy aJJ.d demand than anticipated . r etail ROE 

3. will be shown as being hi gher through our me t hod o f 

4 surveillance reporting . Thus, the effi ciency and ove r a ll 

5 benefit gained though greater of! sys tem s a l es levels is 

6 reflected in the reported retail ROE. In e ffect , the 

7 proper signals are sent through this accounting t reatment -

8 increased wholesale sales lead to better utilizQtion of 

9 the •total ratebase• (retail and wholesale) and thus tend 

10> to defer the timing of Tampa Blectric • s next retail r ate 

11 case. 

12 

13 Q. 

14 

1 5 

1 6 A . 

1 7 

Why would it not be fair to flow these r evenues back 

through the fuel clause? 

This treatment would penalize the company and would not 

provide the right :llncentives. Not onl y would Tampa 

18 Electric lose revenues from sales which do not ma t erial ize 

19 - - it would also forfeit revenues from additiona l sales 

20 whi ch do occur. Thi~ is not a symmetrical t r eatment . no r 

21 woul d it be fair. Shareholders would absorb the impact of 

22 lost wholesale contracts and all other c ha nges in r evenues 

23 and expe nses. However, ratepayers would benefit from new 

24 contracts whi le shareholders sti ll absorb other changes in 

25 revenues and expense. 

7 
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20 

2 1. 

22 

2 3 

24 

25 

Does this conclude your testimony? 

Yes, it does. 

8 
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