
State of Florida 

DATE: October 22,2004 

TO: Kay B. Flynn, Chief of Records, Division of the Commission Clerk & 
Administrative Services 

Adrienne E. Vining, Senior Attorney, Office of the General Counsel FROM: 

m: Docket No. 040001 -E1 - Fuel and Purchased Power Cost Recovery Clause with 
Generating P er formance Incentive Factor 

Please find attached for filing in the above-referenced docket an original and seven 
copies of the following: 

1. Revised Direct Testimony of Joseph W. Rohrbacher, on behalf of Commission Staff 

The Direct Testimony of Joseph W. Rohrbacher, which was originally filed on October 1 1, 
2004, has been revised, and Exhibits JWR-3, JWR-4, and JWR-5 have been deleted from the 
testimony. These exhibits, found in Document No. 1 0968-04, contain confidential information 
which can now be returned to the utility. 
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1 DIRECT TESTIMONY OF JOSEPH W .  ROHRBACHER 

2 Q. Please state your name and business address. 

3 A. My name is Joseph W .  Rohrbacher and my business address is 4950 West 

4 Kennedy Blvd., Suite 310, Tampa, Florida, 33609. 

5 

6 Q. By whom are you presently employed and in what capacity? 

7 A .  I am employed by the Florida Public Service Commission as a Regulatory 

8 Analyst Supervisor in the Division of Regulatory Compliance and Consumer 

9 Assistance. 

10 

11 Q. 

12 A .  f have been employed by the F l o r i d a  Public Service Commission since 

13 January 1992. 

14 

15 Q. 

16 A .  

How long have you been employed by t h e  Commission? 

Briefly review your educational and professional background. 

In 1967, I received a B . B . A .  Degree i n  Accounting from Pace University. 

I also received an M . B . A .  from Long Island University in 1972. I worked for 

approximately 14 years in various controller positions fo r  two companies in 18 

17 

19 New York before joining the Commission staff. 1 was hired by the Commission in 

20 1992 as a Regulatory Analyst I 

21 

22 Q. Please describe your current responsi bi 1 ities. 

23 A .  Currently, I am a Regulatory Analyst Supervisor with t h e  

24 responsibilities o f  administering the Tampa District office, reviewing work 

25 load, and allocating resources to complete field work and i s s u e  audit reports 
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when due. I a lso  superv ise,  p l a n ,  and conduct u t i l i t y  a u d i t s  o f  manual and 

automated account ing systems f o r  h i s t o r i c a l  and forecasted f i n a n c i a l  

statements and e x h i b i t s  . 

Q .  Have you presented test imony be fo re  t h i s  Commission o r  any o the r  

r e g u l a t o r y  agency? 

A .  Yes. I f i l e d  test imony i n  t h e  f u e l  and purchased power cos t  recovery 

c lause proceedings i n Docket No. 03O001-EI. 

Q .  

A .  The purpose o f  my test imony i s  t o  prov-ide i n fo rma t ion  regard ing t h e  

incrementa l  s e c u r i t y  c o s t s  o f  Tampa E l e c t r i c  Company (TECO) t h a t  the Tampa 

d i s t r i c t  o f f i c e  aud i ted  over the past  two yea rs .  

What i s  t h e  purpose o f  your test imony today? 

Q .  Please prov ide  some background regard ing  your a u d i t  o f  TECO’s 

incrementa l  s e c u r i t y  c o s t s .  

A .  By Order No. PSC-O1-2516-FOF-EI ,  i ssued December 26, 2001, i n  Docket No. 

010001-El, and Order No. PSC-02-1761-FOF-EI, i ssued December 13, 2002, i n  

Docket No. OZOOOl-EI, t h e  Commission au tho r i zed  recovery through t h e  capac i t y  

20 cos t  recovery c lause o f  c e r t a i n  incrementa l  power p l a n t  s e c u r i t y  expenses 

21  i n c u r r e d  as a r e s u l t  o f  measures taken i n  response t o  t h e  t e r r o r i s t  a t tacks  o f  

22 September 11, 2001. As a r e s u l t  o f  these o rde rs ,  we began t o  i nc lude  s e c u r i t y  

23 cos ts  i n  our aud i t s  o f  t h e  capac i t y  c o s t  recovery c lause.  The Commission’s 

24 Tampa d i s t r i c t  o f f i c e  has aud i ted  ac tua l  costs for TECO as p a r t  o f  t h e  a u d i t s  

25 i n  Docket Nos. 030001-EI ( A u d i t  Cont ro l  No. 03-036-2-1) and 040001-ET ( A u d i t  
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- I  

Cont ro l  No. 04-022-2-1) .  I n  a d d i t i o n ,  i n  t h e  year 2003, we aud i ted  T K O ’ s  

h i s t o r i c a l  l e v e l  o f  s e c u r i t y  cos ts .  

Q. Why d i d  you a u d i t  t h e  h i s t o r i c a l  l e v e l  o f  s e c u r i t y  cos ts?  

A .  The orders author ized  recovery f o r  incremental s e c u r i t y  c o s t s .  

Incremental  i s  de f ined as t h e  amount o r  degree by which something changes. 

A f t e r  t h e  orders were i ssued,  t h e  Commission’s a u d i t o r s  and ana lys ts  discussed 

how t o  measure incremental  cos ts .  We were concerned t h a t  new s e c u r i t y  

measures might  m i t i g a t e  o r  rep lace prev ious s e c u r i t y  measures. For instance, 

a company might  h i r e  s e c u r i t y  guards t o  s t a f f  a guard house a t  each entrance 

t o  a p l a n t  s i t e .  Th is  expense i s  new, b u t  i t  might  a l s o  rep lace  some prev ious 

cos ts  f o r  i n  house personnel t o  man t h e  ent rance ga tes .  There fore ,  we decided 

t h a t  we should rev iew t h e  l e v e l  o f  s e c u r i t y  expenses be fore  t h e  new cos ts  were 

i n c u r r e d .  The prev ious l e v e l  o f  expenses would p rov ide  a base l i n e  t o  

evaluate t h e  new cos ts  for  reasonableness. There fore ,  i n  2003, we completed 

an a u d i t  o f  t h e  h i s t o r i c a l  l e v e l  o f  s e c u r i t y  c o s t s .  Th is  a u d i t  was f i l e d  i n  

Docket No. 030001-E1 (Aud i t  Contro l  No. 02-340-2-1) .  

Q .  

aud i t s?  

A .  I n  each o f  t h e  a u d i t s ,  we requested t h a t  TECO p rov ide  a schedule o f  

ac tua l  s e c u r i t y  cos ts  by month. I have a t tached t o  my test imony a c h a r t  t h a t  

summarizes t h e  schedules prov ided by t h e  u t i l i t y .  The summary schedule i s  

E x h i b i t  JWR-1. I have a l so  at tached as E x h i b i t  JWR-2, a copy o f  each o f  t h e  

schedules prov ided by TECO. 

Can you summarize t h e  s e c u r i t y  cos ts  for TECO t h a t  were reviewed i n  t h e  
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4. I t  appears t h a t  the 2003 security costs are lower t h a n  the security 

costs for 2002 a n d  2001. Is this correct? 

A .  Yes. In our a u d i t  of 2003 costs .  we asked the company about  the 

decrease i n  costs.  We asked 

“Why i s  the 2003 combined balance i n  accounts 921.12 and  921.97 for  Security 

costs lower t h a n  i n  2001?” Carlos Aldazabal, Manager Financial Reporting, 

provided a wr-itten response t o  our a u d i t  inquiry: 

Our request was directed a t  specific accounts. 

Incremental security requi rements have been scaled back since the 

developments o f  9/11. A reason for  the decreased O&M secur-ity 

spending can be attr ibuted t o  the increased capital spending done 

t o  instal l  fencing and monitors a t  different locations. 

Additionally, measures have been adopted such as res t r ic t ing gate 

access a t  certain locations or l i m i t i n g  entry t o  o n l y  one specif ic  

gate .  These measures a l o n g  w i t h  a continuous effor t  t o  make sure 

the existing security policies are enforced have dramatically 

reduced increased security spending . 

Q. 

2004? 

A .  I a l s o  looked a t  her E x h i b i t  JDJ-2 t h a t  provides a calculation o f  

2004 Incremental Security O&M Expense. I found i t  interesting t h a t  the 

projected 2004 expenses are lower t h a n  t h e  2001,  2002,  and 2003 expenses. 

Despite this f a c t ,  TECO’s requested i ncrernental security expenses o f  $523,873 

a re  higher t h a n  the previous years. I n  our last two audi ts ,  we audited the 

Have you reviewed the testimony f i l ed  by Denise Jordan on August 1 0 ,  

Yes. 
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actual incremental security costs as reported by TECO 

2) 

2001 

2002 

2003 . 

$400,651 

$393,948 

$214,722 

Q. 

A .  The calculation i s  based on a 2000 base expense o f  $1,927,720. 

This t o t a l  expense i s  significantly lower t h a n  t h e  total  security expense 

provided, i n  the a u d i t  o f  base year costs (Docket No, 030001-€1 ,  A u d i t  Control 

No. 02-340-2-l), The number provided was $2,731,230. I believe t h a t  i f  this 

amoun t  i s  used, t he  calculation performed by Ms. Jordan t o  remove O&M cost 

savings i s  not  necessary. When I recalculate the schedule on JDJ-2 us ing  t h e  

number provided i n  the a u d i t ,  the incremental security costs would be 

$184,834. I believe t h a t  this amount i s  reasonable based on the fo l lowing  

facts presented above: 

D id  you question a n y t h i n g  else i n  t h a t  same exhibit? 

Yes. 

TECO’s statement t h a t  incremental security costs are decreasing; 

General ledger costs for 2003 are lower t h a n  2000; and  

3 )  New incremental costs may decrease his tor ic  costs by substi tuting a new 

method o f  security . 

Q. 
A 

Does t h i s  conclude your testimony? 

Yes 
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