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FINAL ORDER APPROVING SETTLEMENT AGREEMENT
BY THE COMMISSION:

Background

On May 4, 2020, Tampa Electric Company (TECO) filed a Motion to Approve 2020
Agreement, attaching the 2020 Settlement Agreement (2020 Agreement). The 2020 Agreement,
attached hereto, is signed and executed by TECO, the Office of Public Counsel (OPC), the



ORDER NO. PSC-2020-0224-AS-EI
DOCKET NOS. 20200145-E1, 20200064-EI,
20200065-EI, 20200067-EI, and 20200092-EI
PAGE 3

Florida Industrial Power Users Group (FIPUG), the Florida Retail Federation (FRF), the Federal
Executive Agencies (FEA), and the West Central Florida Hospital Utility Alliance (HUA)
(collectively, the Signatories). The 2020 Agreement was filed in Docket Nos. 20200064-EI,"
20200065-E1,2 20200067-EI1,* and 20200092-EI* because it impacts, in part, all of these dockets.
Docket No. 20200145-EI was opened to have one central docket in which to address the 2020
Agreement. The Signatories are deemed parties for purposes of our consideration of the 2020
Agreement.

TECO contends that if the 2020 Agreement is approved, it will establish, as to TECO, a
series of stipulations that will reduce the issues to be litigated in Docket Nos. 20200067-EI and
20200092-EI, thereby allowing the Signatories and us to focus on the merits of TECO’s Storm
Protection Plan and the recovery of the costs associated with that Plan in 2020 and 2021 in
Docket No. 20200092-EI. TECO states that if the 2020 Agreement is approved, it will resolve all
issues currently pending in Docket No. 20200065-El, and reduce the issues to be litigated in
Docket No. 20200064-EI.

The 2020 Agreement also presents a base rate revenue reduction amount and reflects a
determination of certain expenses for which TECO plans to seek cost recovery through the Storm
Protection Plan Cost Recovery Clause, Docket No. 20200092-EI. TECO contends that approval
of the 2020 Agreement promotes regulatory economy and administrative efficiency, and avoids
the time and expense associated with litigating the settled issues in the various existing and
continuing Commission dockets.

TECO, with the support of the Signatories, requested an administrative hearing for us to
consider the 2020 Agreement. TECO stated that the Signatories to the 2020 Agreement believe
that approval of the 2020 Agreement is in the best interests of the customers the Signatories
represent, and that the 2020 Agreement in its totality is in the public interest. TECO stated that
the Signatories agree that if the 2020 Agreement is approved, then the approval of the 2020
Agreement will resolve specified matters in Docket Nos. 20200064-E1, 20200065-EI, 20200067-
EIL and 20200092-EI.

We held an administrative hearing on June 9, 2020. In addition to oral argument by the
Signatories, we heard testimony from two TECO witnesses and admitted documentary exhibits
into the record, all in support that approval of the 2020 Agreement is in the public interest. As
part of this hearing, we provided notice that there was an opportunity for members of the public
who wished to testify on this matter to do so either telephonically or by submitting written
comments. No requests for public testimony were made, and no written comments were filed. At
the conclusion of the evidentiary portion of the hearing, the parties indicated that they were

! In re: Petition for a limited proceeding to approve fourth SoBRA, by Tampa Electric Company.

2 In re: Petition for a limited proceeding to eliminate accumulated amortization reserve surplus for intangible
software assets, by Tampa Electric Company.

3 In re: Review of 2020-2029 Storm Protection Plan pursuant to Rule 25-6.030, F.A.C., Tampa Electric Company.

4 In re: Storm protection plan cost recovery clause.
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willing to waive the filing of post-hearing briefs, and we approved the 2020 Agreement, as set
forth herein, by bench vote.

The 2020 Settlement Agreement

The 2020 Agreement reduces the scope of potentially litigated issues in three dockets and
fully resolves all matters in one docket.

Docket No. 20200064-EI: Petition for a Limited Proceeding to Approve Fourth SOBRA

Section I, paragraphs 1-4

In Docket No. 20200064-El, a potential issue concerns whether TECO’s solar projects
qualify for treatment under the Solar Base Rate Adjustment (SoOBRA) provisions of its 2017
Amended and Restated Stipulation and Settlement Agreement (2017 Agreement).” A
requirement for eligibility of a 2021 SoBRA is that the calculation of the actual average installed
cost value for the First and Second Solar Base Rate Adjustments (SoBRAs) is below a set
threshold of $1,475 per KWac. The provisions of Section I of the 2020 Agreement will resolve
how this calculation should occur, and the values to be input will be based on the outcome of
pending Docket No. 20200144-EI, Petition to True-up First and Second SoBRAs. TECO’s
petition and prefiled testimony in Docket No. 20200144-EI purportedly will show that its
average cost of the SOBRA projects are at or below the threshold value. In this way, the
Signatories assert that approval of the 2020 Agreement potentially simplifies the issues that will
be litigated in Docket 2020064-EI.

Docket No. 20200065-EI: Petition to Eliminate Accumulated Amortization Reserve Surplus for
Intangible Software Assets

Section II, paragraphs 5-9

TECO is required to record a credit of approximately $16.0 million to amortization
expense over 12 months beginning retroactively in January 2020. This is the relief TECO has
requested in its revised petition filed in Docket No. 20200065-EI. Furthermore, the Signatories
agree that granting TECO’s revised petition will not violate the 2017 Agreement or require
amendments to the 2017 Agreement. Approval of the 2020 Agreement would therefore grant the
relief TECO is now requesting and Docket No. 20200065-EI can be closed.

3 Order No. PSC-2017-0456-S-EI, issued on November 27, 2017, in Docket Nos. 20170210-El, In re: Petition for
limited proceeding to approve 2017 amended and restated stipulation and settlement agreement, by Tampa Electric
Company, and 20160160-El, In re: Petition for approval of energy transaction optimization mechanism, by Tampa
Electric Company, approving the 2017 Amended and Restated Stipulation and Settlement Agreement (2017
Agreement).
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Docket No. 20200067-E1: Review of TECO’s 2020-2029 Storm Protection Plan pursuant to Rule
25-6.030, F.A.C.

Section III of the 2020 Agreement discusses the Signatories’ agreements pertaining to
TECO’s Storm Protection Plan (SPP) filings in Docket No. 20200067-EI and TECO’s
anticipated filings in the Storm Protection Plan Cost Recovery Clause (SPPCRC) Docket No.
20200092-EI.

Section III, paragraph 10

The Signatories agree that TECO will provide project-level details in the SPP docket for
years 2020 and 2021. Furthermore, the Vegetation Management Program, Infrastructure
Inspection Program, and Legacy Storm Hardening Plan Initiatives Program® do not have project
components. Similarly, the Signatories agree that TECO’s Extreme Weather Hardening Study
does not have project components during 2020 and 2021.

Section III, paragraph 15(a)

The Signatories agree that nothing in the 2020 Agreement shall be construed to prevent
any party from challenging the reasonableness and/or prudence of all or part of any SPP program
or project in any future proceeding, nor limit the amount of allowed discovery as specified in the
Order Establishing Procedure for Docket Nos. 20200067-EI or 2020092-EI.

Section III, paragraph 15(c)

The Signatories will meet beginning October 1, 2020, and for a period of up to 60 days,
to identify a method to modify the analytical framework TECO used in developing its SPP in
Docket No. 20200067-EI. The good faith objective is to establish a unanimous and mutually
agreed-upon method consistent with applicable statutes and rules that TECO will use thereafter
unless the resulting framework is changed by agreement of the Signatories.

Docket No. 20200092-EI: Storm Protection Plan Cost Recovery Clause

Section III of the 2020 Agreement sets forth matters pertaining to TECO in Docket No.
20200092-EI and discusses a one-time reduction in base rates of approximately $15 million.

Section III, paragraph 10

Pursuant to the 2020 Agreement, TECO is required to provide project level details for
projects it is planning for 2020 and 2021 when it files its petition for cost recovery.

¢ The term “Legacy Storm Hardening Plan Initiatives” refers to seven initiatives contained in TECO’s approved
storm hardening plan pursuant to Order No. PSC-2019-0302-PAA-EI, issued July 29, 2019, in Docket No.
20180145-EI. The seven initiatives are now grouped as one program with that name.
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Section III, paragraph 11

This section and its subparts describe the Signatories’ agreement to regulatory methods
that allow TECO to recover through the SPPCRC its SPP operations and maintenance (O&M)
expenses incurred during 2020 and 2021 that are incremental to its base rates. The O&M
expenses are for six activities identified in TECO’s SPP: Planned Distribution Vegetation
Management, Planned Transmission Vegetation Management, Transmission Vegetation
Management-ROW Maintenance, Infrastructure Inspections, Distribution and Transmission
Wood Pole Inspections, and Transmission Asset Upgrades.

TECO may seek recovery of its 2020 O&M expenses for the period May through
December in excess of the total expenses of approximately $10.3 million shown on Exhibit 3 of
the 2020 Agreement. Recovery of all of TECO’s 2021 SPP O&M expenses through the
SPPCRC is contingent on a one-time base rate reduction of approximately $15 million shown on
Exhibit 2 of the 2020 Agreement. The one-time base rate reduction is to be effective
contemporaneous with the beginning of cost recovery via the SPPCRC.”

Section III, paragraph 12

Concerning capital projects, the Signatories agree that cost recovery shall remain in base
rates for projects initiated prior to April 10, 2020. The Signatories define the term “initiated” to
mean when, in the normal and ordinary course of business, the first dollar is posted to the project
work order as reflected in TECO’s accounting system in accordance with its standard
procedures.

Project records and fixed asset records for SPP capital projects will be maintained in a
manner that clearly distinguishes capital and assets recovered in retail rate base from capital and
assets recovered through the SPPCRC. The return on investment and depreciation expense
associated with capital projects initiated on or after April 10, 2020, shall be eligible for cost
recovery through the SPPCRC, subject to a prudence review in the SPPCRC docket.

For assets being retired and replaced with new assets as part of an SPP program, TECO
will not seek to recover the cost of removal net of salvage associated with the related assets to be
retired through the SPPCRC. Rather, such net cost of removal will be debited to TECO’s
accumulated depreciation reserve according to normal regulatory plant accounting procedures.
Additionally, any depreciation expense from SPP asset additions will be reduced by the
depreciation expense savings that results from the retirement of assets removed from service
during the SPP project. Only the net of the two depreciation amounts will be recoverable
through the SPPCRC.

7 Section 111, paragraph 15(b) notes that to the extent the base rate adjustment is inconsistent with paragraph 4 of the
2017 Agreement, the Signatories agree that the 2017 Agreement is hereby amended, as necessary to accomplish the
base rate adjustment.
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TECO retains the option to seek to move prospective cost recovery from the SPPCRC to
base rates for costs that have been determined prudently incurred through a final true-up in the
SPPCRC. This request would be through a petition pursuant to Sections 366.06 and/or 366.07,
Florida Statutes.

Section III, paragraph 13

The Signatories acknowledge that TECO’s Distribution Pole Replacement program is a
legacy storm hardening activity that is included in TECO’s SPP. However, cost recovery for the
plant additions and retirements associated with all distribution pole replacements will remain
through base rates. This includes O&M expenses from asset transfers related to distribution pole
replacements.

Section III, paragraph 14

The Signatories agree that TECO will not aggregate certain SPP capital projects as a
means of demonstrating that it has met the threshold for accruing Allowance for Funds Used
During Construction in Rule 25-6.0141, Florida Administrative Code. The 2020 Agreement
includes guidance on this matter addressing factors such as geographic vicinity, same SPP
program, contractor, or project manager.

Decision

The standard for approval of a settlement agreement is whether it is in the public
interest.® A determination of public interest requires a case-specific analysis based on
consideration of the proposed settlement taken as a whole.’ By approving the 2020 Agreement,
the 2020 Agreement promotes regulatory economy and administrative efficiency, and avoids the
time and expense associated with litigating the settled issues in the various existing and
continuing Commission dockets.

Based upon TECO’s motion, our review of the 2020 Agreement, and evidence and
testimony on the record, we find that the 2020 Agreement is in the public interest and it is hereby

8 Order No. PSC-13-0023-S-El, issued on January 14, 2013, in Docket No. 120015-El, In re: Petition for increase
in rates by Florida Power & Light Company; Order No. PSC-11-0089-S-EI, issued February 1, 2011, in Docket
Nos. 080677 and 090130, In re: Petition for increase in rates by Florida Power & Light Company and In re: 2009
depreciation and dismantlement study by Florida Power & Light Company; Order No. PSC-10-0398-S-EI, issued
June 18, 2010, in Docket Nos. 090079-EI, 090144-EI, 090145-E1, 100136-El, In re: Petition for increase in rates by
Progress Energy Florida, Inc., In re: Petition for limited proceeding to include Bartow repowering project in base
rates, by Progress Energy Florida, Inc., In re: Petition for expedited approval of the deferral of pension expenses,
authorization to charge storm hardening expenses to the storm damage reserve, and variance from or waiver of
Rule 25-6.0143(1)(c), (d), and (f), F.A.C., by Progress Energy Florida, Inc., and In re: Petition for approval of an
accounting order to record a depreciation expense credit, by Progress Energy Florida, Inc.; Order No. PSC-05-
0945-S-EI, issued September 28, 2005, in Docket No. 050078-El, In re: Petition for rate increase by Progress
Energy Florida, Inc.

® Order No. PSC-13-0023-S-EI, at p. 7.
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approved. The 2020 Agreement resolves all of the issues in Docket Nos. 20200145-EI and
20200065-EI.

Based on the foregoing, it is

ORDERED by the Florida Public Service Commission that the stipulations, findings, and
rulings herein are hereby approved. It is further

ORDERED that each utility that was a party to this docket shall abide by the stipulations,
findings, and rulings herein which are applicable to it. It is further

ORDERED that the attached 2020 Settlement Agreement is approved. It is further
ORDERED that Docket Nos. 20200145-EI and 20200065-EI shall be closed.

By ORDER of the Florida Public Service Commission this 30th day of June, 2020.

ADAM CJWN

Commuissioh Cle

Florida Public Service Commission
2540 Shumard Oak Boulevard
Tallahassee, Florida 32399

(850) 413-6770
www.floridapsc.com

Copies furnished: A copy of this document is
provided to the parties of record at the time of
issuance and, if applicable, interested persons.

BYL
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NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW

The Florida Public Service Commission is required by Section 120.569(1), Florida
Statutes, to notify parties of any administrative hearing or judicial review of Commission orders
that is available under Sections 120.57 or 120.68, Florida Statutes, as well as the procedures and
time limits that apply. This notice should not be construed to mean all requests for an
administrative hearing or judicial review will be granted or result in the relief sought.

Any party adversely affected by the Commission's final action in this matter may request:
1) reconsideration of the decision by filing a motion for reconsideration with the Office of
Commission Clerk, 2540 Shumard Oak Boulevard, Tallahassee, Florida 32399-0850, within
fifteen (15) days of the issuance of this order in the form prescribed by Rule 25-22.060, Florida
Administrative Code; or 2) judicial review by the Florida Supreme Court in the case of an
electric, gas or telephone utility or the First District Court of Appeal in the case of a water and/or
wastewater utility by filing a notice of appeal with the Office of Commission Clerk, and filing a
copy of the notice of appeal and the filing fee with the appropriate court. This filing must be
completed within thirty (30) days after the issuance of this order, pursuant to Rule 9.110, Florida
Rules of Appellate Procedure. The notice of appeal must be in the form specified in Rule
9.900(a), Florida Rules of Appellate Procedure.
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Petition for a Limited Proceeding to Approve }
Fourth SoBRA by Tampa Electric Company ) Docket Ne. 20200064-E1

In re: Petition of Tampa Electric Company )
To Eliminate Accumulated Amortization ) Docket No. 20200065-El
Reserve Surplus for Intangible Software Assets )

)

In re: Review of 2020-2029 Storm Protection )
Plan pursuant to Rule 25-6.030, FA.C, 3 Daocket No. 20200067-E1
Tampa Electric Company )
)
In re: Storm protection plan cost recovery )
Clause ) Docket No. 20200092-E1
)

2020 SETTLEMENT AGREEMENT

THIS AGREEMENT is dated this 27th day of April 2020 and is by and between Tampa
Electric Company (“Tampa Electric” or the “company™) and the Office of Public Counsel (“OPC”
or “Citizens”), the Florida Industrial Power Users Group (“FIPUG™), the Florida Retail Federation
(“FRF”), the Federal Executive Agencies (“FEA™) and the West Central Florida Hospital Utility
Alliance (“HUA™). Collectively, Tampa Electric, OPC, FIPUG, FRF, FEA and HUA shall be
referred to herein as the “Parties™ and the term “Party” shall be the singular form of the term
“Parties.” OPC, FIPUG, FRF, FEA and HUA will be referred to herein as the “Consumer Parties.”
This document shall be referred to as the “2020 Agreement.”

Recitals
2017 Agreement
A. Tampa Electric is operating under its 2017 Amended and Restated Stipulaticn and

Settlement Agreement (“2017 Agreement™) approved by the Flerida Public Service Commission

ATTACHMENT A

Doc I1D: 20200427113456645
Sertifi Electronic Signature
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(“FPSC” or “Commission”).! Among other things, paragraph 6 of the company’s 2017 Agreement
contains a provision that authorizes the company to recover the costs of certain qualifying solar
generating projects through a solar base rate adjustment mechanism (“SoBRA™) based on
projected costs and estimated in-service dates, with true-ups for both. It also contains provisions
addressing depreciation [paragraph 8], customer rates [paragraph 3(a)], other cost recovery
[paragraph 4], storm damage [paragraph 5] and changes in federal and state income tax rates
[paragraph 92].

B. The Commission has approved three SoBRAs for Tampa Electric totaling 550 MW
of selar capacity. The First SoBRA was approved by Order No. PSC-2018-0288-FOF-EI, issued
June 5, 2018, in Docket No. 20170260-EI. The Second SeBRA was approved by Order No. PSC-
2018-0571-FOF-EI, issued December 7, 2018, in Docket No. 20180133-EI. The Third SoBRA
was approved by Order No. PSC-2019-0477-FOF-EL, issued November 12, 2019, in Docket No.
20190136-El. The Commission has also approved two base rate reductions for Tampa Electric to
reflect changes to federal and state corporate income tax rates (Docket Nos. 20180045-El and
20190203-EI) and approved cost recovery for four named storms by Tampa Electric without a base
rate increase or storm surcharge appearing on customers’ bills (Docket No. 20170271-El — all
pursuant to the 2017 Agreement. The 2017 Agreement has promoted regulatory certainty and
efficiency and has proven to be in the public interest.

Fourth SoBRA
and First and Second SoBRA True-Up

057 On February 27, 2020, Tampa Electric filed a notice with the Commission advising

the Commission and Consumer Parties to the 2017 Agreement that it has met the requirements to

! The Commission approved the 2017 Agreement by Qrder No, PSC-2017-0456-8-El, issued on November 27, 2017
in Docket Nos. 20170210-E1 and 20160160-E1.

Doc 1D: 20200427113456645
Sertifi Electronic Signatura
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qualify to petition for approval of its Fourth SoBRA totaling 45.7 MW with an effective date of
January 1, 2021, The Commission ¢pened Docket No. 20200064-E1 for use when the company
files its final SoOBRA petition,

D. Tampa Electric will soon be filing a petition to true-up its First and Second
S0BRAs. The company will request approval of tariff changes that reflect the actual annual
revenue requirements for the seven projects in the First and Second SeBRAs and permission to
implement those changes effective with the first billing eycle for January 1, 2021, or another date
to be decided by the Commission. The company will aiso request that the FPSC approve the
company’s propesed revenue true-up — a credit to customers — and te allow the company to
apply the credit amount to customers through the Capacity Cost Recovery Clause for 2021. The
Office of Public Counsel plans to intervene in that proceeding.

Software Amortization Petition

E. On February 28, 2020, Tampa Electric filed a petition (Docket No. 20200065-E1)
seeking FPSC permission to eliminate an approximately $16 million accumulated amortization
reserve surplus for intangible software assets through a credit to amortization expense in 2020.
OPC filed a notice of intervention in that docket on March 24, 2020. The Commission
acknowledged OPC’s intervention by Order No. PSC-2020-0091-PCO-EI, issued on March 27,
2020.

Storm Protection Plan and Cost Recovery Clause

E. In 2019, the Florida Legislature enacted section 366.96, Florida Statutes, entitled
“Storm protection plan cost recovery.” Section 366.96(3) requires Tampa Electric and the other
public electric utilities to file a transmission and distribution storm protection plan (“SPP”) at least

every three years that covers the immediate 10-year planning period, and explain the systematic

Doc 1D 20200427113456645
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approach they will follow te achieve the objectives of reducing restoration costs and outage times
associated with extreme weather events and enhancing reliability. The Commission must
determine whether it is in the public interest to approve, approve with modification, or deny each
utility’s transmission and distribution storm protection plan no later than 180 days after the utility
files a plan that contains all of the elements required by Commission Rule. The new statute also
creates a storm protection plan cost recovery clause (“SPPCRC™) to promote the timely recovery
of costs incurred by a utility pursuant to its Storm Protection Plan. Rules 25-6.03( and 25-6.031,
Florida Administrative Code, were adopted by the Commission to implement section 366.96.

Q. Rule 25-6.030 requires each utility to file a SPP at least every three years with the
Commission, and specifies the required elements of the utility’s SPP. Subsection 25-6.030(3)(h)
requires a Plan to include “an estimate of rate impacts for each of the first three years of the Storm
Protection Plan for the utility’s typical residential, commercial, and industrial customers.”
Pursuant to the Qrder Establishing Procedure for the SPP Dockets, each public electric utility,
including Tampa Electric, must file a SPP by April 10, 2020,

H. Rule 25-6.031 governs the new SPPCRC created by section 366.93, Florida
Statutes. Subsection 6(b) of that rule states: “Storm Protection Plan costs recoverable through the
clause shall not include costs recovered through the utility’s base rates or any other cost recovery
mechanism.”

I. The FPSC established Docket No. 20200067-E1 for the filing and approval of
Tampa Electric’s SPP. It also opened Docket No. 20200092-El1 for the consideration of issues
related to SPP costs through the SPPCRC. Tampa Electric anticipates filing its petition for storm
protection plan cost recovery in Docket No. 20200092-E1 (SPPCRC), as required by the Docket

Schedule, in late July 2020,

Doc 1D: 20200427113456645
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Overall Regulatory Activity

I The cumulative total of the regulatory activity described above, together with the
other annual clause proceedings and other dockets pending at the FPSC, is greater than normal and
led Tampa Electric, OPC, and the cther Consumer Parties to discuss ways to resolve some or all
of the potentially time-consuming issues in the dockets listed above by agreement or stipulation in
a manner that promotes regulatory economy and administrative efficiency and that serves the
public interest. This 2020 Agreement is the product of those discussions and is being filed for
approval in the above-styled four Dockets to resolve some or all of the issues in those dockets as
discussed further below.

K. The Parties have entered into this 2020 Agreement in compromise of positions
taken in accord with their rights and interests under chapters 350, 366 and 120, Florida Statutes,
as applicable, and as part of a negotiated exchange of consideration among the Parties to this 2020
Apgreement, each Party has agreed to concessions to the others with the expectation, intent, and
understanding such that all provisions of the 2020 Agreement, upon approval by the Commission,
will be enforced by the Commission as to all matters addressed herein with respect to all Parties.
The Parties agree that this 2020 Agreement is in the public interest and should be approved.

NOW, THEREFORE, in light of the mutual covenants of the Parties and the benefits
accruing to ail Parties through this 2020 Agreement, and for good and valuable consideration, the

receipt and sufficiency of which is hereby acknowledged, the Parties agree as follows:
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Terms

L Docket No. 20200064-EI: Petition to Approve Fourth SoBRA

The Parties agree and stipulate as follows:

i OPC has taken the position that, for the company to meet the cost cap trigger for
the 2021 Tranche specified in paragraph 6 of the 2017 Agreement (“Fourth SoBRA™}, a two-part
test applies, namely: the average cest of the projects in the First SoBRA must be less than or equal
to $1,475 per kWac and, in addition, the average cost of the projects in the Second SoBRA must
be less than or equal to $1,473 per kWac.

2. The company believes that for the company to meet the cost cap trigger for the
Fourth SoBRA, a one-step test applies, namely: the average cost of the projects in the First and
Second SoBRAs, taken together, must be at or below $1,475 per kWac.

3 To the extent the costs of the actual First and Second SoBRA projects as determined
inthe company’s First and Second SoBRA True-Up docket make this difference an issue in Docket
No. 20200064-El, the Parties stipulate that the one-step test as described in paragraph 2 above
shall be used to assess eligibility of the Fourth SoBRA for recovery under the SoBRA mechanism.

4, Nothing in this agreement shall limit any party to Docket No. 20200064-E1 from
taking any position, offering any evidence or advocating as it desires in Docket No. 20200064-E1,
except as specified in paragraph 3.

1I. Docket No. 20200065-EI: Intangible Software Amortization Surplus.

The Parties agree and stipulate as follows:
&, The surplus in the company’s accumulated amortization reserve for Intangible

Software in Account 303,15 as of December 31, 2019, was $15,971,292,
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6. Granting the relief requested by Tampa Electric in Docket No. 20200065-El
(“Seftware Amortization Petition™) will not violate the 2017 Agreement or require the 2017
Amendment to be amended.

7 The relief requested by Tampa Electric in Decket No. 20200065-E1 shall be
granted.

8. Tampa Electric shall eliminate its approximately $16.¢ million accumulated
amortization reserve surplus for intangible seftware assets through a credit to amortization expense
in 2020.

g, Tampa Electric shall record the approximately $16.0 million credit to amottization
expense ratably over |2 months beginning retroactively in January 2020.

ITII.  Storm Protection Plan, Cost Recovery Clause and Base Rate True-Up

The Parties agree and stipulate as follows:

10.  Project-level Detail. Except for the four Programs specified below, Tampa Electric
has included project-level detail for all Projects for 2020 in its initial Storm Protection Plan filed
on April 10, 2020, for approval by the FPSC. It will provide project-level detail for all Projects it
is planning for 2021 to the Consumer Parties on or before April 23, 2020, It will also include
project-level detail for Projects it is planning for 2020 and 2021 when it files its petition for cost
recovery through the SPPCRC. The Parties agree that the following three Programs do not have
project compoenents: (1) Vegetation Management, (2) Infrastructure Tnspections and (3) Legacy

Storm Hardening Plan Initiatives,? so project level detail is not needed or required for these three

Z The term “Legacy Storm Hardening Plan Initiatives™ refers to seven initiatives contained in the company’s last
approved storm hardening plan that it has included in its SPP as one program with that name. The seven programs
are Geographic Information System, Post-Storm Data Collection, Outage Data — Overhead and Underground Systems,
Increase Coordination with Local Governments. Collaborative Research, Disaster Preparedness and Recovery Plan
and Distribution Pole Replacement, and are described in Section 6.8 of the company’s SPP.

7
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Programs for 2020 and 2021. The Parties further agree that the company’s Extreme Weather
Hardening Study? does not have project components for at least 2020 and 202 1; therefore, project
level detail is not needed or required for this program in 2020 and 2021.

11.  Operations and Maintenance Expenses. Tampa Electric will seek recovery of

incremental Operations and Maintenance (O&M) expenses related to its proposed SPP programs
in the following manner;

(a) Rather than recovering incremental SPP O&M expenses (i.¢., SPP O&M costs that
are over and above the Q&M costs already recovered through base rates) through the SPPCRC,
the company will seek to recover all of the O&M expenses associated with activities in its SPP
through the SPPCRC (except as otherwise provided herein) and will reduce its base rates on a one-
time basis by an agreed-upon amount. The agreed-upon, one-time base rate reduction amount is
specified in paragraph 11(c), below, and reflects a good faith determination of the annual Q&M
expenses associated with six activities (“Six Activities”)* that were being incwrred prior to the

filing of the company’s SPP%, are currently being recovered through the company’s base rates,

7 As explained in section 6.4 of its SPP, the company”s Substation Extreme Weather Hardening Program is designed
to harden existing substations to minimize outages, reduce restoration times and enhance emergency response during
extreme weather events. Hardening Projects within this Program could involve the installation of extreme weather
protection barriers; installation of flood or storm surge prevention barriers; additions, modifications or relocation of
substation equipment; modification to the designs of the company’s substations; ot other approaches identified to
protect against extreme weather damage in or around the company’s substations.

4 The six activities are Planned Distribution Vegetation Management, Planned Transmission Vegetation Management,
Transmission Vegetation Management — ROW Maintenance, Infrastructure Inspections, Distribution and
Transmission Wood Pole Inspections and Transmission Asset Upgrades. The first three are now included the
company’s proposed Vegetation Management SPP program. The next two have been included the company’s
proposed SPP Infrastructure Inspection program. Transmission Asset Upgrades is included in the company’s
proposed SPP in a program by that name.

5 There are two additional activities (Targeted Critical Facilities/Flood Damage Mitigation and Targeted Distribution
Ovethead Feeder Hardening) that are included in the company’s SPP and shown on Exhibit One; however, the
company did not incur Q&M expenses for these activities in 2017, 2013 and 2019 and the agreed-to base rate reduction
in paragraph 11{c) does not include O&M expenses for these activities. The costs associated with a third category of
activity included in the SPP — Joint Use Pole Attachments Audits — are borne by the entities that attach to the
company’s poles, so the net expense to Tampa Electric for that activity is zero and did not factor into the caleulation
of the agreed-to base rate reduction.

Doc ID: 20200427113456645
Sertifi Electronic Signature



ORDER NO. PSC-2020-0224-AS-EI

DOCKET NOS. 20200145-E1, 20200064-EI, Attachment A
20200065-EI, 20200067-EI, and 20200092-EI

PAGE 18

have been included in the company’s propoesed SPP and for which the company will seek cost
recovery through the SPPCRC. The purpose of the one-time, agreed-upon base reduction is to
streamline cost recovery for the expenses associated with the Six Activities, so that all O&M
expenses associated with the activities reflected in the SPP will be recoverable (subject to prudency
review) via the SPPCRC, except as otherwise provided herein. The intent of this base rate true-up
is to promote transparency and to ensure that the O&M expenses the company will recover through
the SPPCRC do not include Q&M expenses recovered through the utility’s existing base rates or
any other cost recovery mechanism as required by Rule 25-6.031(6)(b), Florida Administrative
Code, in accord with section 366.96(8).

(b The specified amount of base revenue reduction desecribed above will be
accomplished through cne-time reductions to base rates using the cost allocation and rate design
principles reflected in paragraph 3 of the 2013 Stipulation among the Parties as modified by
paragraph 3 of the 2017 Agreement, and those same cost allocation and rate design principles shall
be used to develop the cost recovery factors/rates that will be used for SPP cost recovery in the
SPPCRC beginning in 2020 and annually thereatter as provided in paragraph 3(g) of the 2017
Agreement. The one-time base rate reductions will become effective contemporancous with the
beginning of cost recovery via the SPPCRC and remain in effect until the next Commission-
approved change in the company’s general base rates (i.e., in the company’s next general base rate
case). The company will file the revised tariffs necessary to implement the one-time base rate
reduction specified herein for Commission approval in Docket No. 20200092-El within a
reasonable time following approval of this 2020 Agreement and on a schedule such that the
necessary customer notices can be given and the proposed base rate reduction can become effective

contemporaneous with the effective date of cost recovery by the company under the SPPCRC.
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{c) For each category of O&M expense for which cost recovery will be moved from
base rates to SPPCRC {i.e., the Six Activities), the specified amount of base revenue reduction
should be calculated as the company’s average actual O&M expense for the most recent two vears
and grossed up for the regulatory assessment fee which is not reflected as a separate line-item on
customers” bills. Based on the company’s current plan to seek cost recovery under the SPPCRC
in 2020, the company has calculated, and the Parties agree, that Tampa Electric’s 2-year average
actual annual O&M expense amounts for the Six Activities for 2018 and 2019 totals $15.0 million
per year as shown on Exhibit One and the grossed-up amount of the annual base revenue reduction
is $15,010,800. The manner in which this $15.0 million O&M expense amount has been grossed
up to reflect the 15,010,800 annual base revenue reduction te be made is set out in Exhibit Twe
to this agreement.

(d) For purposes of this paragraph 11, the Parties intend that the $15,010,800 agreed-
upon base revenue reduction be final and not subject to further true-up, unless any of the Six
Activities as a category used to calculate the $15.0 million annual O&M expense amount are not
allowed for cost recovery through the SPPCRC, in which case, the $15.0 million amount and
related base revenue reduction shall be reduced by the associated ameunts shown in Exhibit One
multiplied by the Regulatory Assessment Fee Multiplier shown on Exhibit Two Notwithstanding
the foregoing, the Parties agree that nothing in this Agreement shall preclude any Consumer Party
from challenging the recovery of any specific cost or level of cost proposed for recovery by the
company through the SPPCRC.

) In its 2020 SPPCRC filing, Tampa Electric may seek to recover 2020 SPP O&M
expense for the Six Activities in the period May to December 2020 only to the extent that the May

2020 to December 2020 total expense for those activities exceeds the average of the total expense
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incurred by the company for those activities in May through December 2018 and May through
December 2019 as shown on Exhibit Three (i.c., $10.4 million).

()] Most of the Vegetation Management Program activities in the company’s SPP are
planned, meaning that the company develops a scheduled Vegetation Management plan that it
intends to follow, i.e., trim specific circuits, etc. The company engages in two other general types
of vegetation management activities, namely: (1) Vegetation Management associated with named
storms, the costs of which are subject to recovery under paragraph 5 of the 2017 Agreement and
the FPSC’s storm cost recovery rules and (2) unscheduled or unplanned vegetation management
activities necessitated by minor storm damage, identification of danger trees, automobile
accidents, routine repair work and the like (“Unplanned Vegetation Management™). Even though
the company’s SPP includes Unplanned Vegetation Management as part of its overall Vegetation
Management program, the company will continue o recover costs associated with Unplanned
Vegetation Management activities through base rates and will not seek recovery of costs associated
with those activities through the SPPCRC.

12,  Rate Base ltems. Tampa Electric will seek recovery of retum on capital
expenditures and assets related to the SPP programs, as well as the incremental depreciation
expense for the SPP assets, in the following manner:

(@) Cost recovery for capital prejects initiated prier to April 10, 2020, shall remain
recovered through base rates. This means that both the return on investment associated with a
capital project initiated before April 10, 2020 and the related depreciation expense shall continue
to be recovered through base rates and will not be recoverable through the SPPCRC. For purposes
of this section, a project shall be considered “initiated”™ when, in the normal and ordinary course

of business, the first dollar is posted to the project work order as reflected in the company’s

11
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accounting system in accordance with the company’s standard accounting procedures, This means
that any capital project with an epen work order in which costs have been posted before Aprii 10,
2020 shall not be eligible for cost recovery thr.ough the SPPCRC.

(o) The return on investment and depreciation expense associated with capital projects
initiated on or after April 10, 2020, shall be eligible for cost recovery through the SPPCRC, subject
to a prudency review in the SPPCRC docket. For purposes of this section, a project shall be
considered “initiated” when, in the normal and ordinary course of business, the first dollar is posted
to the project work order as reflected in the company’s accounting system in accordance with the
company’s standard accounting procedures. This means that any capital project with an open work
order that did not have any costs charged to it before April 10, 2020, or opened on or after April
10, 2020, may be eligible for cost recovery through the SPPCRC, subject to a prudency review in
the SPPCRC docket.

() To ensure that there is no double recovery between base revenue and SPPCRC
revenue, the company will employ the following protocels for capital items:

(i) For assets being retired and replaced with new assets as part of a program in the
company’s SPP, the company will not seek to recover the cost of removal net of salvage associated
with the related assets to be retired through the SPPCRC. Rathet, such net cost of removal will be
debited to the company’s accumulated depreciation reserve according to normal regulatory plant
accounting procedures.

65} For SPP capital projects, any depreciation expense from SPP asset additions will
be reduced by the depreciation expense savings that results from the retirement of assets removed
from service during the SPP project. Only the net of the two depreciation amounts will be

recoverable through the SPPCRC.

12
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(iiiy  Project records and fixed asset records for SPP capital projects will be maintained
in a manner that clearly distinguishes capital and assets in retail rate base from capital and assets
being recovered through the SPPCRC.

(ivy  Wheneverthe company petitions for a change to its base rates and charges pursuant
to sections 366.06 and/or 366.07, Florida Statutes, the assets being recovered that have been
determined prudent through a final true-up in the SPPCRC by the Commission as of the end of the
historic year presented in the company’s minimum filing requirement schedules may, at the
Company’s option, be simultaneously removed from SPPCRC recovery and included in retail rate
base for the applicable test year by appropriate proforma adjustments. Thereafter, new SPP capital
and assets related to SPP programs that were not included in the test year used to set base rates
may be submitted for recovery through the SPPCRC petition process.

13 Distribution Pole Replacements. Distribution Pole Replacement is a legacy storm

hardening activity that is included in the company’s SPP in section 6.8.7. Due to the large number
of annual pole replacements and the challenges associated with accounting for the associated mass
asset additions and retirements, and as a matter of accounting and administrative efficiency, the
company will include distribution pele replacements within its SPP; however, cost recovery for
the plant additions and retiretnents associated with all distribution pole replacements (for the
avoidance of doubt, this includes like kind replacements, replacements of existing poles with
higher class wood peles, and/or concrete or steel for wood distribution peles identified though the
company’s Infrastructure Inspection Program) will remain through base rates, not through the
SPPCRC. The cempany will also not seek recovery of the O&M expenses from asset transfers

related to distribution pole replacements® through the SPPCRC.

¢ During a capital project that involves changing out a distribution pole, the costs associated with moving supporting
fixtures and conductors and transferring thern to new distribution poles, which sometimes involves rearranging and

13
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14.  No Bundling. The company will not, as a means of demonstrating that it has met
the threshold for accruing Allowance for Funds Used During Construction (“AFUDC™) in Rule
25-6.0141, Florida Administrative Code, aggregate SPP capital projects (a) that are not in the same
geographic vicinity ot (b) that would otherwise only be aggregated solely because the projects or
activities: (1) are part of the same SPP program; (ii) will be performed by the same contractor; (iii)
are pait of the same SPP program budget or (iv) are being managed by the same company project
managet.

18, Other SPP items.

(a) Nothing in this Agreement shall be construed to prevent any Party from challenging
the reasonableness and/or prudency of all or part of any SPP program or project in any future
proceeding, nor limit the amount of allowed discovery as specified in the Order Establishing
Procedure for Docket Nos. 20200067-E] or 2020092-EI.

(b) To the extent the base rate adjustment described in paragraph 11 is inconsistent
with paragraph 4 of the 2017 Agreement, the Parties agree that the 2017 Agreement is hereby
amended, as necessary to accomplish the base rate adjustment.

©) Beginning October 1, 2020 and for a period of up to 60 days thereafter, Tampa
Electric shall meet with the Parties and will work in good faith with them to identify a method
acceptable to all of the Parties to modify the analytical framework used in the development of the
company’s SPP in Docket No. 20200067-E1 that: (1) complies with applicable statutes and rules
and (2) reasonably recognizes the importance of protecting transmission and distribution facilities

serving public safety customers and critical public infrastructure (e.g., hospitals, fire stations,

changing the location of plant not retired, are considered an O&M expense pursuant to CFR Title 18. Chapter 1,
Subchapter C, Part 107: Operating Expense Instructions, 2. Maintenance, and CFR Title 18. Chapter 1, Subchapter C,
Part 10]: Account 593.
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police stations, military installations, perts, airports, etc.). The company shall use any such
unanimously and mutually agreed-upon methed consistent with applicable statutes and rules when
it prepares and files its next SPP for FPSC approval and thereafter unless the resulting modified
framework is changed by agreement of the Parties.

IV.  Other Provisions

16.  Commission Approval.

(@) The provisions of this 2020 Agreement are contingent on approval of this 2020
Agreement in its entirety by the Commission without modification, regardless of the sequence of
the individual above styled Docket decisions; further, any decisien by the Commission not to
approve any provision of this Agreement shall, per se and as a matter of law, render the Agreement
null and void and of no force or effect. The Parties further agree that this 2020 Agreement is in
the public interest, that they will support this 2020 Agreement and that they will not request or
support any order, relief, outcome, or result in conflict with the terms of this 20200 Agreement in
any administrative or judicial proceeding relating to, reviewing, or challenging the establishment,
approval, adoption, or implementation of this 2020 Agreement or the subject matter hereof.

(b)  No Party will assert in any proceeding before the Commission that this 2020
Agreement or any of the terms in the 2020 Agreement shall have any precedential value, The
Parties” agreement to the terms in the 2020 Agreement shall be without prejudice to any Party’s
ability to advocate a different position in future proceedings not involving this 2020 Agreement,
The Parties further expressly agree that no individual provision, by itself, necessarily represents a
position of any Party in any future proceeding, and the Parties further agree that no Party shall
assert or represent in any future proceeding in any forum that another Party endorses any specific

provision of this 2020 Agreement by virtue of that Party’s signature on, or participation in, this
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2020 Agreement. It is the intent of the Parties to this 2020 Agreement that the Commission’s
approval of all the terms and provisiens of this 2020 Agreement is an express recognition that no
individual term or provision, by itself, necessarily represents a position, in isolaticn, of any Party
or that a Party to this 2020 Agreement endorses a specific provision, in isolation, of this 2020
Agreement by virtue of that Party’s signature on, or participation in, this 2020 Agreement.

{c) The Parties intend, and agree to request, that the Commission’s order state that
approval of this 2020 Agreement in its entirety will resolve the matters as specified herein in
Docket Nos. 20200064-E1, 20200065-E1, 20200067-E1, and 20200092-E1 and in accordance with
section 120.57(4), Florida Statutes.

(c)] No Party shall seek appellate review of any Commission order approving this 2020
Agreement in its entirety.

1% Disputes. To the extent a dispute arises among the Parties about the provisions,
interpretation, or application of this 2020 Agreement, the Parties agree to meet and confer in an
effort to resolve the dispute. To the extent that the Parties cannot resolve any dispute, the matter

may be submitted to the Commission for resolution.

18. Execution. This 2020 Agreement is dated as of April 27, 2020. It may be executed

in counterpart originals and a facsimile of an original signature shall be deemed an original.

IN WITNESS WHEREOF, the Parties evidence their acceptance and agreement with the

provisions of this 2020 Agreement by their signature(s):
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Tampa Electric Company
702 N. Franklin Street

LI 22000 iy

Tﬂ E-Signed: 04/27/2020 12:51 PM EDT
Naney Tower
By

NtowerdIecoenergy. com
Ip: 66.35.152.98

DiocID: 20200427113456645
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Signature Page to 2020 Agreement

Office of Public Counsel

J. R. Kelly, Esquire

Public Coumsel

Charles Rehwinkel, Esquire

Deputy Public Counsel

c/o The Florida Legislature

111 West Madison Street, Room 8§12

Tallahassce, FL 32395~ !"400
i | A
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Signature Page to 2020 Agreement

The Florida Industrial Power Users Group
Jon C. Moyle, Ir., Esquire

Moyle Law Firm

The Perkins House

118 North Gadsden Street

Tallahassee, FL 32301

A Aol
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Signature Page to 2020 Agreement

Florida Retail Federation

Robert Scheffel Wright

Gardner, Bist, Bowden, Bush, Dee, LaVia & Wright, P.A.
1300 Thomaswood Drive

Tallahassee, FL 32308
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Signature Page to 2020 Agreement

Federal Executive Agencies

Thomas Andrew Jernigan, Esquire
AFLOA/JACL-ULFSC

139 Barnes Drive, Suite 1

Tyndall Air Force Base. FL 32403

By: 2 /f:i//z-{—;;*:;;"

Thomas letfiigan
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Signature Page to 2020 Agreement

WCTF Hospital Utility Alliance
Mark F. Sundback

Sheppard Mullin

2099 Pennsylvania Ave., Suite 100
Washington, [).C. 20006-6801
msundback@sheppardmullin.com

Mark F. Sundback

By Mak Fo {eellgde -gém/
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TAMPA ELECTRIC’S STORM PROTECTION PLAN O&M EXPENSES (§ Million)

Recovered Through SPP Clause 2018 2019 2018-2019 I
Actual Actual Average
Distribution Vegetation 12.0
Management - F%rlanned g 158
Transmission Vegetation Management - 0.8
Planned i Gl o
Transmiss.ion Vegetation Management - 6.4 05 0.5
ROW Mainienance
Infrastructure Inspections 0.4 0.5 0.4
Distribution & Trar?smission L2 13 1.3
Wood Pole Inspections
J/U Pole Attachments Audit - - -
Transmission Asset Upgrades 0.1 0.1 0.1
Targeted Critical Fac. / Flood Damage ) ) -
Mitigation )
Targeted Distribution Overhead Feeder i ) -
Hardening
Total SPP Clause 13.2 16.92 15.0
Recovered Through Base Rates 2018 2019 2018-2019
Actual Actual Average
Distribution Vegetation 16 a5 1.9
Management - Unplanned
Transmission Vegetation Management - _ ) 0.0
Unplanned
Distribution Pole Replacement 0.8 0.7 0.8
Disaster Preparedness and Recovery Plan 0.2 0.3 0.2
Geographical Information Systen - - =
Post Storm Data Collection - - -
Qutage Data - QOverhead and Underground - - :
Increase Cootdination with Local i i =
Governments
Collaborative Research - - -
Total Base Rates 2.6 3.2 2.9
Total SPP O&M Expenses [ 158 | 201 17.9

Note: Totals may not sum due to rounding.

TAMPA ELECTRIC COMPANY
2020 AGREEMENT
EXHIBIT ONE
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TAMPA ELECTRIC’S STORM PROTECTION PLAN BASE RATE REVENUE

REQUIREMENT REDUCTION FOR CLAUSE RECOVERY

&)
Revenue Requirement Calculation:
Agreed Upon SPP O&M Expenses Currently Recovered 15,000.000
through Base Rates to be Recovered through the SPP Clause
Agreed Upon SPP Capital Expenses Currently Recovered 0
through Base Rates 1o be Recovered through the SPP Clause
Agreed Upon Expense Amount Related to Base 15,000,000
Revenue Reduction
Regulatory Assessment Fee Multiplier’ 1.00072
Revenue Requirement to Be Used for Base Rate 15,010,800
Revenue Reduction

-

Proof of Net Impact of Base Rate Revenue Reduction:

Lower Base Revenue

{15,010,800)

Resulting Lower Regulatory Assessment Fee Expense

10,800

Net Reduction to Pre-Income-Tax Gperating Income

(15,000,000)

TAMPA ELECTRIC COMPANY

2020 AGREEMENT
EXHIBIT TWO

7 Each investor-owned electric company shall pay a regulatory assessment fee in the amount of .00072 of gross
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