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June 27, 1994

HAND DELIVERED

Tallahassee

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

Re: Fuel and Purchased Power Cost Recovery Clause
with Generating Performance Incentive Factor;
FPSC 9

_bocket No. $40001-E1

Dear Ms. Bayo:

Enclosed for filing in the above docket, on behalf of Tampa
Electric Company, are fifteen (15) copies of each of the following:

1. Petition of Tampa Electric Company. 263579«
r epared Direct Testimony of Mary Jo Pennino and Exhibit 3594

F-2) regarding Tampa Electric’s projected Total Fuel € 14
d Purchased Power Cost Recovery Factors and Exhibit

J ) reaarding projected Capacity Cost R&covery

s for the period October 19935 through March 19%85.

)l* 0.3 Prepared Direct Testimony of William N. Cantrell with 6(360-9y
= - Exhibit (WNC-1) titled Exhibit of William N. Cantrell.
Elpwirn.
L14;L4}'?;-pfépﬁrpd Direct Testimony of George A. Keselowsky with 84 36i-dy
O Exhibits (GAK-2) and (GAK-3) regarding Tampa Electric
Company’s projected performarice under the Generating I
Performance Incentive Factor for the period October 1994
{ through March 1995,
S. Prepared Direct Tastimony of Elizabeth A. Townes and R. 3405
F. Tomczak with Exhibit (RFT/EAT-2) regarding Schedules
Supporting the 01, Sackout Cost Recovery Factor for the

period October 1994 March 1995 and Exhibit (RFT/EAT-3)
ragarding the Gannon Conversion Project Comparison of
Projected Payoff with Original ¥Estimate as of May 1994.
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Piease acknowledge receipt and filing of the above by stamping

the duplicate copy of this letter and returning same to thie
writer.

Thank you for your assistance in connection with this matter.

Sincerely,
ﬁjames D. Beasley

cc: All Parties of Record (w/enc,)

JDB/pp
encls.
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CERTIFICATE OF SERVICE

I HEREBY CERTIFY that a true copy oi tne foregoing testizony

and exhibits,
furnished by U. 5.
following:

M=, Martha C. Brown®

Ms. Donna L.Canzanc
Division of lLegal Services
Plsr;ua ?ugl‘c Service

101 Eaa. Ga nes Street

Tallshasses, FL 323%9~-0863
Mr. James A. McGee

Senior Counssl

Florida Power Corporation

Post Office Box 14042
St. Pstsersburg, FL 33733

Mr. Joseph A. Glothliin
Ms. Vicki Gerdon XKaufman
McWhirter, Reeves, McGlothlin,

Davidson Bakas
318 S. Calhoun St., Suite 716
Tallahassee, FL 32301

Mr. Jack Shreve

Office of Public Counsel
Rocm 212

111 YWest Madison Street
Tallahassee, FL 32395-1400

v H. Chilas
& Davis

215 ao'th Monroe Street
Tallahasses, FL 12301

Mr. John W. Mc®¥hirter

McWhirter, Reeves, McGlothlin,
Davidscon £ Bajkas

Post 0ffica Box 3350

Tampa, FL 23801

h;
|‘l

. : -x,
Mail on this Z7

day of June, 1994 to

Ms. Suzanne Brownless
Suzanne Brognlega P
1546 Blairstone PRi

Tallahassee, FL 3

Mr. Floyd R. Self

filed on behalf of Tampa Electric Company, has been

Messer. Vickers, caparelle,

Madsen Lewie, Goldman &
Post Offlcﬂ Bex 187%
Taliahassee, FL 32201-187¢

Mr. G. Edison Holland, Jr.
Bedds & Lane

PoSt Office Rox 12980
Pensacola. FL 32576

Mr. Mr. Eugene M. Trisk
PoSt pffice Box %96
Befkalay fprings, wWv

Lo
v
n.

Mr. Mark K. Logan

Bryant, Miller & Olive
201 South Monroe Street
Suite 500

Tallahassee, FL 32301
Mr. Thomas J. Schmidt
General Coungel

Orgulf Transpcort Co.
1400-580 Building

Post Office Box 1480
Cincinnati. OH 45201

Mr. H. G. Wells
Eneray Consultant

276 Spring Run Cirele
Londwood, FL 32779
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DOCKET NO. 540001-EIX
TAMPA ELECTRIC COMPANY
SUBMITTED POR PILING 06/27/94

1 BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION
2 D2BPIRET DIRECT TRESTIMOWY

3 or

4 WILLIAM N. CANTRELL

w
-

6 | Q. Please state your name, address and occupation.

8 | A. My name is William N. Cantrell. My business address is 702

9 North Franklin Street, Tampa, Florida 33602, and I am Vice
10 President -Energy Resources Planning of Tampa Electric
11 Company.

12

13 | Q. Please state your educational background and business
14 experience.

15

16 | A. I was educated in the public schools of Tampa, Florida and

17 received a Bachelor of Science degree in Electrical
18 Engineering from the Georgia Instirute ¢ Technology in
19 1974. I am a registered Professional Engineer licensed in
20 the State of Florida. I aliso received a Master of Business
21 Administration degree in 1979 from the University of Tampa.
22 I have been employed at Tampa Rlectric Company since June
23 1975 in a wvariety of engineering and administrative
24 positions. My current responsibilities as Vice President-
25 Energy Resources Planning include fuel acquisition and
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related fuel matters, environmental planning and resource

planning for Tampa Electric Company.

Have you previously testified before the Commission?

Yes. I have testified on the subjects of cogeneration, oil
backout cost recovery and statewide annual planning. I
also testified on wvarious subjects on behalf of Tampa
Electric in its rate proceeding in 1985, Docket No. B850050-
EI. I testified in Docket No. B870001-EI-A, investigation
into affiliated cost-plus fuel supply relationships of
Tampa Rlectric Company and in the fuel adjustment dockets

for the:pasit several year

i+

Please state the purpose of your testimony.

The purpose of my testimony is to report to the Commission
the actual 1993 costs of Tampa Electric’'s affiliated coal
and coal transportation transactions compared to the
benchmiark prices calculated in accordance with Order No.
20298 (coal transportation) and Order No. PSC-93-0443-FOF-
EI ("Order No. 93-0443") (coal). I conciwulie that the 1953

prices paid by Tampa Electric to its affiliates TECO

-3

ranaport and Trade Company and Gatliff Coal are reasonable

r

and prudent.
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Have you prepared an exhibit which you sponsor in this

proceeding?

Yes. Exhibit No. (WNC-1) titled "Exhibit of William N.
Cantrell®, consisting of 4 dccuments, was prepared under my
direction and superviaion.

APFILIATED COAL TRANSPORTATION PRICES

Were Tampa Ele === === S S assananaration

prices for 1993 at or below the transportation benchmark?

Yes, they were. This is reflected in Document Noc. 1 of imy|

exhibit.

AFFILIATED (GATLIFF) COAL FRICES

Mr. Cantrell, . — : - ~t ~=+vic did not

E = F

address the appropriateness of Tampa Electric’'s purchases

O
rn
)
0
n
=
e
A
e
3
@
-
al
=
e
rh
(o]
Q

cal Company during 1952.

On March 23, 1993 the Commission issued its Ordey No. 93-

0443 in this docket. That order approved a Stipulation

between Tampa Electric and the Office of Public Counsel

which, in part, provided that the prices paid by Tampa
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Electric to Gatliff cthrough 1992 were appropriate for
recovery through the fuel and purchased power cost recovery
clause. Thus, the appropriateness of these purchases
during 1992 has already been addressed and resolved with
the approval of the Stipulation., A copy of this order is

included as Document No. 4 of my exhibit.

Werxe Tampa Electric’s actual 1993 affiliated coal prices at

or below the benchmark as established in Order No. 53-04437

Yes, they were. This is reflected in Document No. Z of my

exhibit.

Please summarize your testimony.

My testimony justifies the prices paid for coal and coal
transportation by Tampa Electric Company in 1%93 to its
affiliated suppliers, Gatliff Coal and TECO Transport and
Trade. I demonstrate that the average prices for the yvear
1993 for all coal and coal waterborne transportation
services were at or below the appropriate benchmark
calculations as directed by Order No. 20298 and Order No.
93-0442 of this Commission. Therefore, Tampa EBlectric
should recover ite payments for coal nd coal

transportation made during 1953.
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Q.

A.

Does this conclude your testimony?

Yes,

it does.
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TAMPA ELECTRIC COMPANY

EXHIBIT OF W. N. CANTRELL
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INDEX
Document No, Titls Page
1 Transportation Benchmark Calculation 1
2 Coal Benchmark Calculation 3
3 FPSC Order No. 202958 5
4 FPSC Order No. 93-0443 29




EXHIBIT NO.

DOCKET NO. 940001-EIX
TAWRPA ELECTRIC COMPANY
(WNC-1)

DOCUMENT NO. 1

PAGE 1 OF 2

1993 TRANSPORTATION BENCHMARK CALCULATION

Average Rail Mileage to Tampa 1,070 Miles

x Average of Lowest Two
Publicly Available Florida

Rail Rates X 2.135 c/ton mile
$22.864

Costs cof Privately Owned 8 31.7%
Rail Cars

Transportation Benchmark for
the Year EBnded 12/31/93

Notes

1/ Weighted average domestic rail miles from all Tampa Electric

waterborne coal supplies to plants. Rail miles for imported
coal sources are measured from port of entry.

2/ Cents per ton mile for publicly available Florida utility rail
coal trans t tion rates including J scounts for volum and
private rail cars. The current publicly available rail rates to

as L&
Florida utilities on a cents Der ton-r ‘1 basis for 1992 asre as
follows:

JEA 2.2 & ™
Orlando 2.15 ¢ ¢
Lakeland 2.19 ¢
Gainesville 2:51 ¢

* Average of Lowest Two 239 §

3/ The cost of Private rail cars was approved in the original
stipulation as $2.00 per ton. Subsequent negotiation between
Tampa Electric and Public Service Commission Staff resulted in
an agreed upon estimated cost of §1.75 per ton,

4/ Calculated by multipiying average duu ic rail milage to Tampa
by Florida rail ccal market coste (cents per ton-mile), then
adding the costs of pr1vate1y-owned rail cars.




EXHIBIT NO.

DOCKET NO. 940001~EI
TAMPA ELECTRIC COMPANY
(WNC-1)

DOCUMENT NO. 1

PAGE 2 OF 2

1993 TRANSPORTATION MARKET PRICE APPLICATION

Tampa Electric Weightad Average per ton
Water Transportation Price from All

Tampa Electric Coal Sources

(% I dividead by 5,598,533.09) $
Transportation Benchmark $24 .59
Over/ (Under) RBRenchmark
Total Tons Transported in 1993 5,598,533
Total Transportation Cost in 1993 S

Total Amount Allcowabl
Using Benchmark

r
L

Fb

or Recovery

($24.59 % 5,598,523) S 137,667,926
Total Cost oOver/(Under} Benchmark - 1993 S
Prior Year'’s Cumulative Henefit (1988-1992) 9
Net Benefit for 1588-1333 $
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EXHIBIT NO.
DOCEET NO. 940001-EI
TANFA ELECTRIC COMPANY

t'.n-aC’z}

DOCT#ENT NO. 2
PAGE 1 OF 2

MARKET BASED COAL CALCULATION - 1993
Base Price of Coal $ 38.00
As of 12/31/92

CPI--U 141.9
Index Value at 12/31/92

CPI-U 145.8
Indsx Value at 12/31/93

Percent Change in CPI-U From 12/31/92

to 12/31/93 2.7%
19923 Gatlifr Toal Price Benchmark

(38.00 x (1 + 0.027)) S 39.03
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PAGE 2 OF 2

COAL MARKET PRICE APPLICATION - 1992
Tampa Electric Weighted Average per
Ton Price of Coal Purchased

Coa) Price Benchmark 39.03

Total Tens Purchased in 1993 2,129,457.59

$
9
Over/ (Under) Benchmark $
$
Total Cest in 1993 $
Total Amount Allowable for Recovery

Using Benchmark

(39.22 x 2,129,457.59) 3 730

Total Cost Over/(Under) Benchmark - 1993 S
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DOCUMENT NO. 3

PAGE 1 OF 24

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Investigation into affiliated ) DOCKET NO. A700U1-El-A
cost-plus fuel supply relationships ) ORDER NO. 20298

of Tampa Electric Company. ) ISSUED: 11-iG-80

)

The following Commisnioners pacticipated in the
disposicion of this matter:

KATIE NICHOLS, Chairiuan
THOMAS M. BEARD
GTRALD L. GUNTER
JOHN T. HERNDON

MICHAEL McK., WILSON

A?PEARANCEé' LEE L. WILLIS, Esquire, and JAMES D.
BEASLEY, Esquize, Ausley, McMullen,
McGehee, Carothers and Proctor, P. ©. Box
391, Tallahassee, Florida 37302
On behalif of Tamoa Fleccric Comoany.

JACK SHREVE, Esquire, and STEPRHEN C.
REILLY, Esquire. Clfice of the Public
Counsel, c/o Fiorida Houss of
Representatives, The Capitol, Tallahassee,
Florida 32399-1300

On _behalf of the Citizens of the Statg of
Florida.
JOSEPH MCGLOTHLIW, Esquire, Lawson,

McWhirter, Grandoff & Reeves, 522 E. Park
Avenue, Suite 200, Tallahassee, Ficrida
32301

On behalfi of Flezidz Industrial Dauars
Users Group.

MICHAEL B. TWOMEY, Esguire, Flocrida Public
Service Co—ission, Division of Legal
Services, 101 East Gaines Street,
Tallahassee, Florida 32399-0863

On behalf of the Comsission Stsff

PRENTICE P. PRUITT. Flotida Pudblic $
Commission, Office ¢f General Counse
East Gaines Street, Tallshassee, T
32399-0862

Counsel to the Commissipneécs.

« 4C1

Sivice
|
lorida

ORDER_IMPOSING MARKET-BASED rRI -
FROM AN AFFILIATE AND ACLEFIING SEiiLEMEN
AGREEMENT ON IMPLEMENTATION OF MARKET-BASED METHODOLOGY

BY THE COMMISSION:

We have determined 2= & matter of policy that wutilities
seeking the recovery of the cost of coal purchased from an
sffillate through their fuel and purchased power cost recavery
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clauses shall have their recovery limited by a “market price”
standard, rather than under the “vost-plus® standard pow in
eifect. We also have accepted & siipulacion among the pactiss
to this docket which grovidss 5 Retncdology for implemen:ing
the market pricine standscd for not only the coal Tamps
Electric Company (TECO) puriheses from an atfiliace., but the
Eranspocication and hasdliag s@ivices it piurchases from
atfiirates, s well,

BACKGROUND

In February, 1986, we Speneu Lucket No. 860001-El-G for
the purpose of investigating Lhs affilisted cost-pluys  fue!
supply relationships batusen Florida Power Corporation (FPC)
and TECO and theiz cespective affiliated [fuel Supply
corporations. Also in Febiuary, (986, we had estadlished
Docket No. 860001-E1-r, investigation  Into Certain Fuel
Transportation Costs Incusred By fiorida Power Cotporation in
Order No. 15895 for tre Jurpcse of determining why FPC's rosts
to transport cosl Dy its affiliats watertorne systen exzcacded
its costs to transpact cpal Dy non-stfiliate rail, Iai
Septomber, 1987, wa issyes Order Ko. 18122, which removed TECO
from Docket MNo. BEQQOL-EI-G, gstsolished this docrer fer
hearing the TECO issues.

After considering the post-hearing briefs of the Parties
and our S5taff's recommandations. wg, &t our Septumber &, leag
Agenda Confarence. daterminsd thas sffilisted coal should bhe
pPriced at market price fosr Fecovairy through the utilitiss: fue!
COSt recavery Clauses. We directed our Staft o conduct
discussions amongst the affected pasties (or the purpose gof
determining how best to establish end implement market oricing
mechanisms,

After extensive negotiations. the parties to this deckst
arrived at a stipulated agresment which pProvided a methodelesy
for establishing “markap- price pioxies for all of TECO '
affilisted fuel lRronssctions. This Ordac desccidbes the TECD
hearing in this docket, 25 well a3 the stipulated agreement,
which we accept and acorove.

Before describing TECO's sffiliated fuel and fuel
tLransportation system, ir is wocth noting that TECO did =ae
object to the adootion of 4 #arket pricing system so long as
the system fairly represented tha prtice received for comparable

coal on the competitive markar. TEGO0 #1350 took the posivion,
#s did all parties. thst markst Fficing should cut both ways
and that any lower of cost or macket aechod or market price cap

method should be rejected, wuails TECO took the position thas
cost-plun pricing hay provided an eifective means of ensuriag
that only ressonable and ffudantly incurred fuel Costs hasg
been passad on to its cuostomgrs, it aQroed that the cost-plys
methodology was administratively €ostly and cauned unnecussacy
regqulatory tension bacayse it left tha lingecring suspicion.
even In cthe face of outstsnding rasults, that it resulted in
higher costs (o customprs chan woiild hHave Dbeen availagle
through arm's-length contcacts. Consequencly, as will bde noted
below, the hesring in this docks: was hot over whether a magket
Pricing system should he pdopied but, tather, how it should e
sdopted.
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Thece are

THE TECO AFFILIATE SYSTEM

two primary components to the TECO affiliate

coal supply system:

1. The ceal supply affiliate (Gacliff Cosl
company}; and

LY

The wa bo:ne transportation system

(TECO T' sport and Trade Corporation).

Gatliff Coal Company

Gatliff Coal Company (Gatliff; is a subsidiacy cf TECO
Coal, Inc. which, -like TECO, is a subsidiary of TECC Enatgy,
Inc. The other stusidiary of TECO Coal, Inc., Rich Mountain

Coal Company
capability on

is not curtentl

According
Vice-President
constructed in

=
designed to Duu. Nestern Kentucky
nd

sulfur content

»
This high suth.a low ash-fusion g2
adjacent (o the 53

moOsSt inexpeniive
the passage of

Florida Stlt-
burn coal at
mote than 2.0

maximum of 2.4
cequlrement {o¢ |
ash-fusion Chatacteristics «creatsd 2 gumrious v supply
problem for TECC ¢ its Gannon Station because such cocal was

extremely rarce

To meet
converted four
to low sulfur

source of Jlow sulfur, low ash-
suitable for 1ts doilers. The se

many foreign

&r
that also =€

characteristics
Suitable sesws
but the high
transportation
made the use

coal wey usaed

the supply ¢
eastern coais
Kentucky, and

successfully be Durned in the twe lacgast Gannon Ststien units,

Gatiiff (¢
seam in i1arg@
small producei

£ this coal in 1579%9-90. Ultimacely, suitable

o

- >
3 TECO first pegar purchasing cosl fro

cenctrols a handling facility with coal-sizing
tis Morfolk Southern Rsilroad in Tennessee, but
y ogaravional and supelies no caal te TECO.

e TECO witness Joha RB. Rowe, Jr., Assistant
gf TECO, TECO's Gaanen Station units were
Lthe 1950°'s and 1560's with wet DGitom boilers

NG, 9 coal having 2 2% 2 4%
emperlture characteriscics.
ca2l was 1n sbundant supply
and wat¢rway $ysisa and was, 3310 Rowe. the
coal thae couid be purchased. However, with

the Clean Air ACt ian 1970 2nd the asgociasted
mylementaction Plan, TECO found it ascessacy to

Gannon Station which produced an sverdge »f not
idbs, ger miliion 57U of sulfur Glazide, with »

> petr millicn 3TV of sulfur diczide. The
that mec the sined low su

low ash-fus:ion

according to Rowe.

the asoplicable sir guelity regulaticns, TECO
¢f the siix coal burning units at Gannon Station
oil and began a woridwide sgearch in 1371 for a
fusion coal that would Dbe

s:ch revealed that there were

nd domestic conais thait were jow sulfur, but few
t the necessssy ash-fusion and =lagqging
recuited of the Gannon wot Dotios hollers.
of coa2l were found in the western United States,
cost and lack of dependabiiity oSf svailable
wgie of great concern te TECO and . uitimately,
af these coals prohiditively axpensive. Poiish
fsr a3 time bt iabtce 2nd other proGlems =hyt offt

= ok

“s72 naCtowqed %o the flue Geam seam in @mastarn
=t burns in 1973 revealed that it could

>

named Cal-Slo Coal, Inc.) mined the Slue Ger
atities in & mackat that was dominated by many
m Cal=Glo

Su

N
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in early 1973 Subsequently, when Cal-Glo experienced
financial problems, TECO =ade it a loan to keep it viable and
finally purchased the entire operation by August of 1974. In

1980, the Stats of Florida modified its sulfur dioxide emission
limits to vermit Gannon Units HNos. l-4 t9 burn Blus Uem coal.
Since then, all six units 2 Gannon station heve burnad Blue
Gem coal. Csl-Glo Coal, ianc.'s name 25 changed o Gaviitf
Coal Company in 1962.

TECO's initial 1974 <contract with Satliiff called for the
price of coal to he established by an independent consultant's
survey of market prices. This proectice was continued until
1978 when th: Commingicn ordered a change to a cost-pius 2
return on eguity pricing system. See Order No. 7987 in Docke:

19

- 1
No. 760846. On March 2, 78, TECO signéd & new contiact with
Gatliff, which provided that ¢bal would be mined 20d suppiied
to TECO on s cust-plus badls with Gaclifi being aentitled to
earn the sams mid-point ceturn on equity as

ts invested t
i contract was approved
its L

i
allowed to TECC by this Commission. Th D
ittanded

by the Commissida in Order YNo. 2278 and
through Decemksi 51, 1996.

-
tetm was g

In 1981 this Commission fiired the consylting firm of Emory
Ayers Associates, In¢. to cunduct 8 study to detecrmine if the
cost-based prica psid Dy TECO to Getlifef was in line with
market prices. The Emog Ayers study concluded thaet the
cost-based co2! price was :+ line with the macket for the long
term supply of this type coal and the study established a
reasonable market price tor this coal as =¢ 1981.

v
4
1

TECO sudmit= that its control of a sizable reserve Gi the
relatively scarces Biue Geni ccal in the ecasters United Stetaus is
absolutely critical to the :eliasbie opec2tion of its Gannon
Station in vies ¢ the remaining livezs of the boilers. TECO,
said Rowe, beligveas this coal provides 2 least-cost
alternative, which is superior to othes environmental
compliance solutions #nd assucess that the uxiiity will have a
source of envircamantally z2cceptable coal for tie ressining
lives of the Ganndn units.

TECO Transport s5d8 T'raclyg

TECD Transport and Trade Cocrpocatien, is a subsidiary of
TECO's parent cc=pany, TECD Enargy. Inc. TECO Transport and
Trade in turn, Rz {ive sepszit& subsidiary operating companies
which make up tha water transportation system. Except for a
small (less than ten percent or about 500,000 tons per jFear)
share of TECO'ts requirements of Jetliff's 3sales, which are
delivered to Gannon Staticon dicectly by c2il, all of YECO's
coal is deliversd to 519 Pend and Gannen Ststions Dby Sascge
under the directioca of TECO Trzasport and Trade Locporutisza.

Mid-South Towing, which was sstablishad in 1959, cwns or
operates ten tow >cats and ove rae hundrad river barges. it
transports coal £tom the coal fields near ths Ohio River ty the
Electro-Coal Transfer facility some 40 wmiles down river (froa
New Orleans.

3
-
-

The Electro-Coal Tcensfer feciiity iz over 200 acres in

size, provides on-ground storzage for 4.2 million tons and
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controls over three miles of riverfront. It was establizhed in
the early 19803 and ntc"*d-s 8 iocation for river vessels ¢
discharce ccal 2nd tisnsfer it to ocean vessels or to gigcund
storage. HBulk prada.-.c:s Hauled ifor others are alsn stovred of

transloaded by Eleciro-Coai.

Gulfcoayt Transit was established in 1959 to carry coa!l

from Electro-Coal to TEZCTC's genecrating stations. It owns ik
ocean-going, tua-bizge combinations ranging in size from 3,802
tons Lo 38,-_ ton®. ACCOrding to Rowe, Guifcoast piocnseced

the ocean-9oung. co3) shuttie idea for ¢oal to peninsular
Florida. Gulfcocas: hauls ¢osl tor TECO and backhauls phosohate
and CGther Hulk producies for others. When Gulfcoas: delive

the coal to Tampa, it is off-loaded Dy G. C. Service Company.
TECO Transport and Treda's stevedoring and ship repair Qisup.
TECO Towing. the fifth compongnt of TECO Transpart and Trade
was formed cto move ITC-raguisted bulk commodities and is
currently iaactive. iccut-mq to Rowe, the third pagly
transactions have gwrovided significant savings te TECO's
ratepayers by a:caJx*q the fixed cosuts of affilisied
operations ovar & largec Tonnage base.

Mr. Rowe testified that the transportation system was
formed to 1ouer ts engd provide reliable transnortatica of
coal for the dene of tha uti:iity’'s ratepayers. HMHe said that
when the syytem w irst Cormad, rail rates to Florida from
the Midwestezn <cosl fields we¢re s& nigh that coal was pot
conpetitive with 2il Secause TECO did not want te bhe hsld
captive hy excessive dependence on rail transportation and 2
reliable wacer svstem fo¢ coal dalivery to Florida did nax
exist, TECO, ssid Bows, tock tha initiative and daveloped 2
water tuns,..r':a'.:.on ay tem Deginaing in 1959  with ke
formation of Gulfcoast and Mid-South. Initially joint ventures
with Peabody Cozl ’-'C‘F.".‘,' and Vicginia-Catolina Chemical
Company. these ogerations wers wholly-owned by TECO by May of
1968,

’t\ﬂ
(]
L)

From 195%9 to 196% the transfer of coal from river barges
to ocean vessels was sccompiisted by “mid-stresming” {direst
vessel-to-vessel ©Lrsnsfer §t anchoct) DbDetween New Orleans 2and
Baton Rouge. *hen k@ =ld-itf|'ml!llﬁ9 praved unsatisfactory far
the lona term, TECO =2ad Peabody Coél Company first leazed an
existina transloading facility at Hyrtle Grove und, thea, s
October, 1948, incoryorsted Eleccrn-Coal for the pucpose of
building and opsséting o -1:. smodecrn transloading and storege
facility at Daveat, somi ¢wo (niles south of Myrtle
Grove on the According te Rowe. the new
Elecero-Coal ¢ nished 1n 1965 and survived
Hurricane *“Betsy,” whi fituaily demwolished the old Myrils
Grove terminal. By My, 1958, TECO npd purchesed Peadody's 50
percent ownershis 1n !.'2 ::s-f;oa: and, therwvatfter. wholly-gqupned
8ll of tha transpoctet

reil, Vice-President for Regulatory
Affairs for TECO, testified thet the cost-plus pricing sygtes
should be meodified decsuse 1t hed caused: (1) subsantial
requlatory concerns (or ¢t Commisision; (2) o substaatiss
commitmant of rescutcey by tha vtilities in complying with the
Commission’'s tegul ty oaaeda; and (1) rotecayer doudis
concecninag the uss a@ cost-piun concept. He said that whils

My, wWilliam 8, C3at
ikl
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TECO believed that the cost-plus pricing system had been fair
and reasonable from its ratepayers' prospective, the utility
had undertaken a search for another acceptable pricing
alternative, which would continue ¢to provide an assured,
reliable source of services and products from affiliates, at @
competitive price, with far less regulatory tension.

Mr. Cantrell stated that the market tiCe approach was
attractive from a theoretircal point of view because it shouléd
reflect the arm's-length value of the goods or services being
transferre2. To do this properly, he said, involved being able
to identify the proper pronduct and geographic markets in orde:
to compute comparable market prices. He added that doing this
was extremely difficult in the case of the waterborne
transportation of coal to Tampa, as provided by TECO Transport
Trade, and the supplying of low sulfur, low ash-fusion coal
produced by Gatliff. Cantrell said that despite the lack of
comparables for the waterborne transportation and the Blue Gem
coal, it was still possible to develop a market-based approach
by establishing a base price, using an analysis of the market,
and then provide for indexing of the base price in the same
manner as did many arm's-length contracts negotiated by
independen: parties. He said that TECO was proposing such
contracts Zor both Gatliff Coal and TECO Transport and Trade.

As testified to by Cantrell, TECO proposed a new coal
contract with a term 0f ten years and a minimum annual tonnage
of 1.1 million tons. It would have a base price set for the
1.1 million minimum tonnage level and a lower price for
supplemental tonnage above the minimum. According to Cantrell,
the proposed base prices would ensure that TECO, at the
inception of the contracts, would pay no more for coal thanm it
€¢id under the cost-plus pricing system. Beginning in 1989 the
price would be adjusted quarterly based upon appropriate
indices. During the fifth year of the contract, a price
adjustment of plus or minus 10 percent could be made in the
adjusted contract price if it differed from an assessment of
what the market price of the coal would be. Thereafter, the
new contract price would be adjusted on a quarterly basis by
the use of indices,. During the tenth contract year, TECO would
again assess the marketplace and determine a market-based price
for the coal neecdled at Gannon Station. Gatliff would have an
opportunity to match the market price and, thereby. extend the
contract or to decline and allow TECO to contract elsewhere.

Mr. Cantrell said that the base price under the proposed
coal contract would be similar to the price paid under the
current contract:, which he said was at or below the market for
coals of a quality that could be burned at Gannon Station. He
said that the base coal contract price would be indexed by
publicly reporiied indices related to “labor," “materials and
supplies.” and "maintenance and equipment.”

According to Cantrell, the new transporation contracts
would have terms of ten years with minimum annual tonnages of
1,750,000 tons for river transportation and 4,000,000 tons for
the terminal and Gulf transportation. As with the proposed
coal contract,, the proposed transportation contracts would have
base prices for the minimum tonnage levels and Ilower Dbase
prices for supplemental tonnages. Like the coal contract the

10
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transportation contracts would be indexed for their first [five
years with a market-price adjustment in the [ifth year based
upon an assessment of the marker, In the tenth year, the
market would again be reassessed with TECO Transport and Trade
having the opportunity to match the new price,

Mr. Cantrell said the base price for the transportation
contracts would be simila:r to *hse price paid under the
cost-plus contvact, which he said was, Dby all msasures that
TECO could find, below 2 mariet price for the transportation of
coal. The transportati base prices would be 1ndexed by
publicly reported 1ndices for “"fuel®™ and “"variable" components.

Mr. Cantrell closed by saying that the proposad cantracits
represented 2 @arket -based approach because they were similar
to the base grice, indexad contrag commonly entered into
between az='s-length partiey in the compatitive maikat.

Ms. Rabeita S. Buass, 2 Planning and Research Zconomist in
the Fuel Procurement Butasu of the Tommission’'s Division of
Electric and Gas, provi ém overviawr Of the organizationa!
structure of TECO Trunspo and Trade Corporation and TECO Coal
Corpocation. In addircion o describiing the organizationsl
relationships discussed in Nr Rowe's tastimony, HWs. Bass
described the contractual celacionships between TECG and the
various affiliates and the mannaer in u=hiZh costs wers allocated
between TECO and non-utility Dbhuginess. Generally, TECO's
affiliated goods sand servicss héve bean provided 22 the cost of
providing the=, plus & rtstura on invested equilty &k a cate
equal to that of the mid-psint on equily authorized to TECO by
this Commizszioa. Likewisas, costs are sgiiccated Letween TECO
and third sssty Dlusiness directly, where gpassible, and
otherwise on 2 percentige-cf-use basis.

Mr. Huoh Stewart, General Engineec 3t the Federal Enargy
Regulatory Commission, testified on behali of the Staff of the
Florida Public Ssrvice Commission. Mr.. Stewart testified that
TECO's affiliate coei progrem had genersily been successful
because it to2k the timsg ¢to determine that tis§ coal
transportation snd production servicer were cost-eifective
before it acguiced an ownership interest in the faci’lities. In
this regard, he cited 2 study prepazed for TECD. Dy an
independent coasultant, befors 1t commitisd to coz2l. showing
that coal could bde e¢conoaicaily produced and shiogec to the
Gannon Station. in the same vein, Stewart sa31d that it wan
only after costzarcting in the competitivg marke: o coal
supply and Ctranspsication ssovices that TECDO acgquired fts
ownership interest in the bazge operations zad the transloading
facility. Stewart algso testified that TECT contracted wicth an
independent coal & uwitant to detasrming the
cost of produc Gatliff reserves pafore
acquiring an ownersiip inte t in those rsaeiTves.

Mr. Stewart 2t it the wgt bottom beilers at
TECD's Gannon Statiga were %o operate at =aximum cff{iciency.
TECO not only had to obtain coai with low sulfur levals, Dbut
low ash-fusion chatactecistics tco. He ackacwiedged that coal
of this type is relatively scérce and 32id that, alter an
sapparently extensive search, TECD discovered thuat coal of this
type was being minsd by Coal-Glec Cosl. Inc. ftom the 2lue Gem

L
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Seam in eastern Kentucky. Stewart noted that TECO executed a

ten year contract with Codal-Clo for the supply of coal and did
not acguire an ownership 1nterest 1n the mining company until
after the mine experienced financial difficulties.

Mr. Stewart discussed the several expansions of annual
throughput capacity chat had been accomplished at the
Electro-Coal Terminal ane wvidiced the opinion that the 19865
expansion from 4.0 to 6.0 =illion tOms per ymar was justifiec
by TECO's Big Bend gunersting units, the f{rst of which sras
scheduled co come on line in 19760. #e =aid that it was his
opinion that the subsegqueat expansisas - o 12.7 million tons
per year in 1982 and to 2Y.0 million tons per yeaz in 193¢ -
were to meet expected expsIit markeéts 2nd thet no allocation 24
these expansions should be =ade Lo TECO's uti! ity Susiness.

On cross-examination, #r. Stewart acknowiedged that he &Had
developed a “sanity check,” wsing the publiciy ceported rail
coal rates paid by Florids municipalily-owned utilities, which
showed that the total Uransportatica costs paid by TECO us its
affiliate were less than the sutrrogete rail cost.

Mr. John Pyrdol. | vilth the Enecrqy and
Fuels Analysis Aranch « deral Enecgy Reguiatsry
Commission, also ctesti ! £ the Staff of zhe
Florida Public Service < the purpuse of discussiag
the benefits of a2 market aflilisted trynsacticns
and to calculate the macket price {4t the coei TECO putchases
from its affiliate. the Gat l £f Coal Company.

Mr. Pyrdol stacted that |t important to wtilize a
market price for the allcvable coust of coal puschased {cow an
affiliate bec e a marke: Price stigmpted to replicate a price
resulting fro= an aie’ ‘cnqth transaction, wuhere 3 utility
would have nothing to g2im., and something t6 icse. by sccepting
a higher than market-comgetitive price. Py contrast, he said.
a utility's incentive to pay the lowest possible price for coal
may be Dlunted or ocheruise subocdinated by 2 willingness to
accept a higher price from acd -!!ilin'c mining opecation.
Pyrdol contended cthat ithis willingness (o asccept a highers
affiliate price couid stem from sither: (i) & desire to hkeep
the affiliate °“whole®. even n: the uifiiliate prices are

- i-

excessive: ¢z {2) to halp the effiliave earn grezter profits

Mr. Pytdc! testified that cost-olus contzaces of the type
between TECO and its affillates aie used sinost soleiy whan
utility is buving cos! from an affiliate gupplier and mogt

P |
L Y
never in a; s-length contracts. He salid tru’ the most Common

form of ace’'z2-length soatrect 45 the utility coal buahnegs is
the base price plus escelator cositract. According ta Pysdol,
the cost-pius contfract 2llows the ueller t©s recover all of its
costs plus 2 auarantssd protit This allows the utilisy te
keep its affiliate supplier whale Sy geying all of its s of
producticn. while ng i1ts profit margin, In c@ﬁ,u> t to
this typs of contrac:, Pyrde! «aid the Ddase pci plus
escalatot contract Jdoces not $ive the supplier qu_:anteca.
full cost pass-through, plus Jusranteed profic, Rach2t, he

said, the dDaze prics plus escaiator contiact is set up o Bave
the price raeflect competitive mochet conditions, both =hen the

base p : z'a%l‘«h @d snd In any changes madie to Ehig
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price In the base price pius escalator contract, a base price

is established at the outset of the contract, asnd then cthe
s changed by & set Of market-sensitive indices which can

price | b
xncrel:‘; or decrease the price These indices. which acte o
subjec: ot contracet negotiation, typically ire publicliy

reported and reflect changes ir the comgopsnts of preduction
such as labor, fuel, taxes und others, contractz may
also contain "marks: fecpener®™ provisions, =hich, after a3 given
number of years. 2llow thne base price to be rsised or lowsred
to mee: tha current Asrket.

Pyrdcl said that the cisk of non-recovery of costs in the
competitive, Wth ¢oal tzansacetion borne by the
seller, not ne salé that, gimilacly. this risk
should bg & r tfiliate wmine and not by the ultimate
buyer, the utility rs
opinion that all &
suffered from the sa

-

ayer. Pyzdol testified rhat 1t was his
ECO's a!:xl;.tu ﬂ.o‘-:a!aniu contracies
at

e potential confiicts of interest thet the
coal contract was subject to, and that macket-peice caps shewid
be established for the Darge and transloading conttacts s
well. He addesd that he d1d not have the necesssry intormaticn
to construct the transportation-ralated market prices mnd was,
therefore, testifving only to a marxet price cap for Gatlifsf
coal. Mr Pyrdol ncted that the tederal Eseryy Rejulatory
Commission has usqd 3 merkat price test and cep for atfiligred
coal operations since i98li.

Mr. Pyrdol! said thatl there are 2any unique characteristics
if

found in 4&i cent cegional and locél coal mackets secviag
different wutiiity power plants and thac, tharefore, the
calculation of a4 market price must consider the particular
circumstances of the <ozl manwet i{n guestion. He said that
there are essentially :hree steps to be followed in datermining
a market price for a given coal. First, the pioduct magket

must be identified. Se¢ond, the gecgyraphicel boundsries of the
market must s determinsd. Thicd, select tranmsictions should
be examined within the groduct and gsographic markets in ordes

to determine the marhke ,:1:0.

In constructing hie market orice cap fogr Gactiiff cezl,
Pyrdol testified that hs accepted TECO'S representitions that
the Gannon boilery reguicted low sulfur cosl with low ash-fusion
characteristics and. therefore, limited his analysis to similar
quality coal. He next detecmined this type coal was {ound in
limited gquantities in sastern Kentuchy. parts Of Alabasmaz,
Illinois, Tennessee, Vircinia and in some wesiarn states.
After further analyzing these coal sgcurces., he datermined *:
further limit his analysis to coal produced in the Blue
Stream in eastern Kentucky, where Catlitf is located.

In determining which transacticns ¢to i
analysis, Pyrdel ¢lected S @iliminates Iransaction ¢
market and focus an trensictions involvineg longer-term,
larger-volume conti acts bgcause the Cz2tiiff transasction is a
contract arrangement. He further detzrmined that. generally.
eastern utilities do not wutilize co2! that iz Doth low in
sulfur and in ash-fusion temperature a&nd, tharefgre, 1t was
difficult to find price i(nfcermation to calculocte a market price
for the Gatliff coal. In (i2u of the market price information
of comparable coal. Pyrdol used a 1981 study commizsioned by

include 1nm his
¢ on the spot

ped
(%)
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this Commission entitled "A Market Survey of Boiler Fuel for
Tampa Elgctric Company's Gannon Plant.*® This study, which was
conductesd by Emocy Ayers Associates, Inc. and filed with this
Commission on June 1, 1581, 1dentifisd & coantcact market piice
for Blie Gzm coal aof $47 pe:r ton @t of 1981. To arrive §t an
adjustid matket price ftor Blue Gem <0al f[or each yearc
1981-1927, pyrdol said he adjustsd the 198)1 $40/ton price for
the Gatlif{f{ coai by the asverage arrua! percentage change ia
prices sx2perienced by all coal produ ced in Bureau of Mings
Distric: (BOM) No. 8. BOM #o. § includes esastern KXesntucky,
southern West Virginia, and parts of Wicginiay and Tennessae,
and, according to Pyrdol, is the souzce of the highest-guality.
highest-piiced coal produced ia hpps!e.hxq. Mr. Pyrdol said
that whien he compared the adjusted =azset prices to the uctual
prices TECQ paid to Gatliff, he tcncluded that the Gaziizf
prices had been {n line with the morket price from 1981 to 1983
but had been high¢r than the acket in 1986 and 1987,

Mr. Pyrdol recommended that the Commission iimit ohe
recovery of Gatliff coal through TECO's fuel adiusiment clause
to the adjusted market price for all future sales of the
Gatliff coal to TECO. In doing 2. Pyrdol noted thit only &
porticn of the sp-called Gacliif coul it actually produced by
the un'li(f mine. He said the 25t 18 gpurchased from
independar mines at a price (S28-831/tan in i58s)
stqn.t:rantlv below the cost of ccal to TECO, and averiged for
cost purposes with the coal act ly produced by Gatl
Specifically. Pyrdol said that in 1986, Gatliff acte
produced £89.000 tons of coal while it bought 860,000 tonus

uaw
0 vy e ru

(]

|«

other prcoducers. Mr. Pygdol took the position that he
adjusted market price itesuliing from his eethodolo9y should
caly spely to the coal actually pioduced by Gatliff, while tha

less oezpenzive conal that Gatii1if bhuys from independent mines
and geszells to TECO should refiact the actual purchase price 2
Gatlizf and not the higher maiiet price, He said that 3ince
the Gstliff/TECD coal comtract ceguired YECO (0 take only &
of %00.000 tons per yesr, TECQ should minimize The tane
of Catliif? coa! and meximizs its cake of the less ¢xpensive
Blus Gam ccal produced by indepenéant supoliers.

on cross-examinstion, MNr. Pyrzdol acknowledged that nis
adjusted market price was based ugcs the total sales of UON
No. 8 cosl to utilities and that 1: did, in fact, include some
sales under spot market ccn\.a: . Ha acceoted the removel of
the spot sales as being reascnas d acknpwiedged chet thair
removal, 2lus a quality charcacts cs Admustumnt suggented by
TECC's Mz. Coantrell wouid incra 1987 adjusted marhet,
price for Gatlift coal irom appea 'y 4316 .60/tan to about
$12.5Q/ten,

-
"

"‘l'ﬁ

w?

Me Hartry T. Shea, Chisf of the Buresu of Fuse!
Procuremsnt, Division of Electric and Gas, Florida #Public
Service Commission, testified on behalf of the Commission
State. Mr. Shea testified that the Commission’'s fuel
procusemant quidelines contained ir Ovder No. 12645 state cthat
all purcchases from affilisted companies should be priced st
laveis not ta exceed thoss 2vallashie 2n tha competitive market
and that <contrects with & listed companies shouid Se
ad=inictered in o manner identicsl te the administration o5& &
contiact with oon  incdependent conplay. Mr. Shea ssi1d the
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Commission should evaluate the reasonableness of the cos: of
fuel-related gqgoods and services obtained from affiliate
companies by one of three methods.

Mr. Shea‘'s first and preferred method. where possible, was
to establish a “market test™ or market price by compariscn to
the price of similacr products or services purchased in
competitive markets. His second preferred method was by
comparison to> a price calculated by allocating an affiliate's
fixed and variable costs to utility operations and non-utility
operstions based upon tonnage or some other appropriate
measurement. A return on invested equity could be se: equal to
the midpoint of the utility's allowed range or equal to that
realized by other csmpanies 1n the same tyse of business. Mz,
Shea's third and le:st preferred methodology was essentially a
cost-of-service methodology that would involve reviewing the
affiliate’'s expenses anrd capital structure to determine what a
reasonable price should be. Shea stressed that the last
methodology should only be employed when the market tes: and
cost allocation methodologies wére not applicable.

Mr. Shea testified that he would recommend using the
methodology presented by Mr. Pyrdol to evaluate a compacatle
market (F.O.B. mine) price for Gatliff Coal Company. He said
that he agreed with Pyrdol that a market price evaluation would
be preferable for TECO's transportation affiliates. but adced
thet he could not recommend such a rethodoloqgy because he was
unable to identi(y 3 sufficient number of comparable
transactions to define a market price for the services provided
by these companies.

CONCLUSION

As 3 result of this hearing and the companion hearing in
Docket No. 860001-EI-G concerning Florida Power Corporation, we
have concluded that it is desicable. whare possible, to gqauge
the reasonableness of fuel costs sought to be recovered through
d utility's fuel adjustment clause by comparison to a standard
that attempts to measure what a given product or service would
cost had it been obtained in the competitive market through an
arm's-length contract with an unaffiliated third party. We
believe that limiting cost recovery in this manner will best
serve the interests of TECO's customers by 1nsuring that they
are not required to pay more than 3 market price for the (uel
component of their electricity because of an affiliation
between their utility and & fuel supplier.

We note that no party to this docket has alleged that
either TECO's Gatliff coal or its TECO Transport and Trade
rates are unreasonable and should be disallowed. In Cact,
after accepting the adjustments urged by TECO, witness Pyrdol's
adjusted market price for Gatliff coal was within a dollar of
the actual price then being paid (for that coal. Likewise,
TECO's affiliated waterborne rate (or the entire route was
shown to be significantly lower than the comparable rail
caze/ton/mile being paid by several Florida Municipal
electrical systems, whose coal and transportation rates are
publicly reported.

15
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Irrespective of whether any imprudence orf unreasonable
expenses ace found and disallowances mede, we agree with the
parties to thkis case that a change from cost-plus pricing is

warranted. “Wnile we believe that the current system has bDeen
generally successful in allowing only reascnatie and prudent
costs to be passed through the utilities* {fuel adiuztment
clauses, we ncur with TECO's positig that it has been
adminiscratively costly, csused unnecessacy rejulatary tamsion,

and lefet the lingering suspic:om that 1% has resulted {a nighet
CoSts to & utility’s custowmers.

Implicir in cost-plue pcicing iS the rsquirement thai oOne
is capable of conducting a cost-of-sasvice anslysis of a
business to detercine that 122 expenses azs both necessary ang
reasonable. ' i1s a =methodology that is demanded {or
monopoly utility services, and which liy proves to Dbe
complex, expensi and time c2hsuming. is a methagology
which requires & nhigh degses of famili with the capitel
requirements 204 e¢iapenses necessitated & operation ©f the
business being :ieviewed. ‘Bst-of-service znalysis of atfiliate
opecrations places additionsl demands upen thg cegulatory agency
in terms of =, axpens® 2and acquiring additional expectise.

All come at some s2ditional cost that must sventually bs Bocne
by the ratepaver, eilther in ki3 role 33 2 Custdmer Or as
taxpayer. Furthérmoce, thece sgems to be =20 ead Lo the types

of affiliated bDusinesses tha we are gaapected Lo Tecome
sufficientlysy familiac with 35 that we might Jjudes the
reasonableness 2f Lthelr COStS 2n & Cost-of-mesivice Dasis.

i '9'

Cost-of- SE'?'“& requlaticsa tor publ]{ utilities is
necessitated by tkair moncpoly =tatus and the -atwnulnt lack o
significant compsatiction, if aany, for their end product.
Cost-of-servic ,uitiion exi=ts &5 the rpcaxy for competition
to insure that u%ilities pecovide efficient, sufficient and

adequate secvice and at a cost cthat includes aniy reasorable

and necessary expenses. Cost-cf-service zssulation of scom

type is essential en there i3 no competitive mariet for the
r

product or service >&ing ou
a competitive markgt sxists.

chasad; it is superfluous whan such

There is anollisr reason f9F

(31 r switching ts 2
system that was slluded to in TECO's statement ¢

merket pricing
&3 gues

th the cuwient
system, no matre: now outstanding the results, ieft lingering
suspicions that (t resuliced in higher casts, That this might
e true may be seen by contrasting altrilted and
non-affiliated contracts. The latter, withh few exceptionsz, are

nsactions entered into in the
: Tvuira.:y, the centgzcts resul: frea

tems in which the conract is swarded te
the qualified didder =ubmitting tbe lowest bid. In any qvast,
the utility's nequtistor hes cheatly defin=d loyolties ard
knows whose interests he or she {3 ¢ protect in contras Lo
this, the typical ut the be_-lh
of competitive biddi
will be given %o the sf€filizts,
companies negotiutes :tha cate At whi
will be purchasad

characterized by ar@'s-length ¢y
competitive marketpliac
competitive bidding sy

-

-
"
5

iliste contzact is let uith
ding. Instead. conlident th a8
presentat i 0{ the tw
a L

®
c the prodi c: or segy

n ! 5 offered by a macke
m, e, 45 & policy matter, shall require it
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adoption for all affilisted fuel transactions {for which
comparable market prices may be found or constructed.

In concluding, == note the following csvaats: (1) from the
record in this case, =e are convinced thet market puices can bé
established for the affiliated coals; (2) maiket prices €or the
transporatation-rei services shouid be established if
possible, but |f methodolagies fo: rasscnably allocating
costs shouid suggested; and {3 cost-of-sarvice
le

35
1

methodologies should he avoided, if possuibl

YROPOSED STIPULATION AGREEIMENT

In accordance with our directions at our September 6, 1988
Agenda Conference, our Staff. the Office of Public Counsel an4
TECO met to Jiscust the methods by which market pricing could
be adopted [for tite affiliated coal and coal transportation
transactions betwsen TECO and its affiiigtes. As 1 result of
numerous and lengthy negotiaticons, the parties have acrnived &t
8 Stipulaciocn {Attachment A to this ©Order) «hich they liave
submitted €o6r aur approval.

3! - ..I

According e

he gSripulation, bé¢ (ree co
negotiate its comtrace

g with jts aft any manner 3%
deems to be ¢51r and reasonable. TECO agrees to prudently
administer the provisicons of (ts contrscts. Furthermore, TECO
agrees tO report o the Commissior the a<tusl transfer prices
paid by it to its filiates under the contzacts in the norma!l
dius

course of the fusl 28 tment proceedings.

With cespect to Gatli€f Coal Compan the Stipulation
provides a Dbenchmatk forf requlatsiy caview of the ¢oul
purchased by IECH from Gatliff by utilizing an imitial market
price for TECD'S transactions with Gatliff of $39.44/ton F.O.B.
Mine, as of Dsace 11, 19e7. foc purposes cof regulatory
review, this Dess ve will be escalatad o7 de-escaluated Ny
the annusl parcsatsge chande in EGH Ristrivt £ Data tfor Coal
Shipments as repe:.éd on Form 423 for the weighted aveTage
price per =illicn 2TU of contract transactions (ezcluding a1l
spot |tln$u"t“‘- a), which neet TECO s Gannon stacion
specificaticni for heat cgntent, sulfur coatent, ash conteat,
and content angd pounds sulfur dioxide p=z millien BTU. An
example of the benchmack macket price and cslculation is shown
on Attachmeat i to Uthe Stipulstion, as wsil as the Gannon
Station coal speciflications.

-] c1

[ LAl

-

As descrided in ParaQraph 7 of the Stipulation, s 5% zone
of reasonabieneszs +il1 Dbe aatablished azound the adjusted
market price for pucposes of regulatory review, TECO's actual
transfer price paid to catliff. Dbased upon the total average
price of Gatliif produced coal and coai purchased and tasold as
Gatliff c¢oal, =ould be the cosi &sllowsd for recovery through
TECO's fuel 3z3jusiment clause so liong &t tha tranzfer price
fell withis ths described zone off reascnableness. it t5e
actudl kranster price exceeded the ceiling of the 5\ zone of
rensonibieness, the excess wouid te Sisallowed for reCovery
unless TECO adeguately Justified ¢the ceasonableness end
prudence of ihe =xcess. (See Appendiz 2 te the Stipulation).
If the actuai tecansfer orice [eil beiow the floor of ths S\
tone OFf reasonsbleness, TECD would receve: through its fuel

17
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clause only the actual transfer price.
Pursuant to the Stipulation, the parties agreed that the
record in this proceeding indicated that the prices currently
paid by TECO to TECO Transport and Trade are reasonable.
Notwithstanding this, TECO gsarees to the establishment of a
henchmacrk price for c-.,al vransportation services to be used
prospectively for r2qulacery review pucposes. Wwhile TELO
stated that (it will ezecule its new <coOntracts with TECO
Transpocrt and Trude a" apptoOximacteiy the currently existing
rates, which arfe less than curtent rai1l 2 between the same
points, the reasonabileness of its actusi ¢

snsfec price for all
of the transpo:zazion and tiansportazion-related secrvices from
mine to geneziAting pisnt wauld T8 comgared O & Coal
transportation bdeachnati price As shown on Atcachimeat 13 to
the tipulaticn, the ttaneportation tenchrack would pe
calculated by avereqging the Cws lowes? cc=parable
publicly-avai cail Tetes (in cents per ton-milé) for coal
:o other uti in Florida and thes multislying That avecage

cail nxl s from ail of TECO's coai abu
The praduct =culd then have asdded to
it the cost y-owned rail c3is on s peT won. per
trip Dbasis. totsl would be the coal ctransporcation
benchmactk price The aczual sranspartation zransier price paid
by TECO to TECO Transpor: z2ad Yrade, pursuant to its comtraces.
would be recovezable through the fvel asdlustiment clause, an
long #s it wae equil TS ¢ less then ths Denchmark plice Any
excess above the Denchmac® would De dissllowved £or cost
recovery unless justifiad by TECO.

imes the av
TECu s gener

wouid = effective

Pursuant t¢ lty terms. the Stip r
- ad at ODur QOctober 18,

upon Commission approvai, which vas
1988 Agenda Conference.

+
s3%10
h\?f L

o

In his letter forwacding the Stuupulation., counse! t¢
represented that he had supplied <ouasqel to f
Industrial Sower Usets Gisup (FIFUG) [the
the proceeding] with & <opy of the Stipul
advised that FIPUG had nc abjection to the
action on it.

We belisve that the propossd Stigulation sweets our policy
guidance a4 is in the pudlic i1sterast and shall, therefore,
approve ;t. Briefly. it> resgect to the coal, the initiail
price is consigtent witk «witneus Pyridol’'s sodified methodology
for vintaging the 1¥81 cost -‘:r-e:-:!-.e,l by <he Emory Ayers
study. Likawise., the ;r.-.';a'. price is consistent with the
price TECD has recen'ly sen paying for this coal, a price no
party hss scught disal l'\.dnces ftor

T benchmark price will be escalated or
de-esc :age annual percentage chunge in a large
mmter rransactions for coal mined in the same

BOM Di AL c¢oal Only those contracts that
meet oOfF exceed Canrion Ststicn gualicy specifications
will be included. factors, coupled with the fact that

ere executed at approximately the sims
¢, o a long way towards fulfilling
comparable coal for market pricing
that the chanqges iadicated by this

many of these contréc
time as the Gatlitfr c¢
the goal of replicati
purposes o are confi

m K
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large group of contracts will adequately reflec: changes in the
*market.”

If one considezs the objeccive 5! rcoal transportation
services to he the movement of the coal f:fsf the mine to tha
generating plant., then r2il service and the total waterborne
system are not ocaly comparadle, but compatitive to a large
degree. a5 wvell. We believe using The average of the two
lowest publiciy available rail rates for coal deino shipped to
Florida will gprovide ¢ cessonabble macket pricd indicetion of
the value peing prfovided by TECO's affiliste watezborlne systesn.

.

in view of the abave. it 1s

ORDERED by the Florida Publi Service Commission ithat
market-based pricing for affiliate fuel and fuel transportation
secrvices shall b used for the purposes of fuel cost recovery

)
where a mactket for the product or service IS reasonably
available. It is fur

ORDERED that the S:ipu‘atlo (Attachiment A) of the parties

to 'hxs docket Jdexailing tHOCH'“q es fo: valculating market
prices for Gatliff cocal and the coal transportation services of
TECO .ri.spuz: and Tcade Corporation 15 approved

By ORDER of the Florida Public Service Commissioa,
this __10th _ day of NOVEMVER , 1cas -

B S

STEVE TRIBBLE, Director
Division of Records and Reporting

(SEAL )

MBT Ka Farn

" Chikt, Bureau of Records

TICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW

The Flotids P required by
tties of any

c Service Commiss

1 " ¥ a

ew of Co igssion orders
N

Ly -

Section 120.%%i4). Ffl da Statutes, to T
dministretive hearing or judiciai rev
that i3 avai under Sections 120.5 .68, Florida
Statutes, s W 2as the procegures and ?LML 1imics that
apply. This actic2 <should not De <construed O mean all
equests for sn administretive hesring or judicial review will
be granted of rosult in the reliel sought

Any jpecty osdversely affected by the Commisgion‘s final
action in this matier may request: i} reconsideration of the
decision by filine a motion for reconsideration  with the
Ditectocr, bBivision of Records and Reparting within fifteen (19%5)
days of the igstuance of this otrdsec in the form prescribed DYy
Rule 25-21.06% Plagida Administrative Code; or 2) Judicial

19
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review by the Florida Supreme Court 1n the case of an electric,
gas or telephone utility or the IFirst District Court of Appeal
in the case of a water or sewer utility by filing a notice of
appeal with the Director. Division of Records and Reporting and
€i1ling 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 i1ssuance of this order, pursuant to
Rule 9.110, Florida Rules of Appellate Proredure. The notice
of appeal must be 1n the form specified 1n Rule 9.900(a).
Florida Rules of Appellate Procedure.
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Investigation fntn Affiliated ) DOCKET NO. B70001-E1-A
Cost-Plus Fuel Supply Relationships ) Substtsed for filing 10/13/88
of Tampa EVactric Company )

o )

1. At the Commission's Agenda Conference on September &, 1988, the
Comnission reviewed the affiliated cost-plus fuel supply relationships
between Tampa Electric Company ("Tampa Electric") and its affiliates,
Gatliff Ceal Company (“Gatliff") and TECO Transport and Trade (“TTT"), and
determined that epst-plus pricing should be replaced with market pricing
for fuel suppiy relationships of Tampa Electric wherever possible

2 in sccardance with the Commission's direction, Stai7, Office of
Public Counsel ("GPC") and Tampa Electric have =2t to discuss the wecthpds
by which market priciag.-an be adopted for the affillated coal snd coa!l
transportatica transsctions between Tampa Eleciric and its affidiastes. As
s result of these discussions, Staff, OPC and Tampa Electric agree as
follows:

3. Bublic Counse! and Staff agrse that the specific Caatract
forsat, including tha pricing indices which Tampa Electric may include in
fts contracts with its affiliates, are aot subjent to this proceeding and
Tampa Electric may negotiate its contracts with fes affiifater dn any
sanner it Jdseme tg be falr and reasonable Tampa Electric asrses teo

prudently adsiafster Lhe provisions of such gontraces.

YT

T HAER-DATE
10372 ocr 16 83
21 FPSC-RECO20S /REPORTHIG




PAGE l: OF }f

ORDER NO, 20298 ATTACHMENT A
DOCKET NO. 870001~-EI-A
PAGE 18

4 The transfer prices paid by Tampa Electric under coatracts with

1

tts affiliates shall be reported %o this Commission in the normal course of

the fuel adjustment proceeding

Gatliff Coal Company

5. In order to provide a benchmark for regulatory review of the
coal purchased by Tampa Electric from Gatliff Staff  Puslic Counsel and
Tampa Electric agree that the ia market price ¢ be used for computiing
the regelatory denchmark far Tampa Electric's transictions with Gatlire
should be $39.44,Ton FUB Mine a5 of Cecember 31, 1987

6. For purposes of regulatory review, this bass price should be
escalated/de-escalated by 2 market based index described in Attachment 1 e
this Stipulation.

7 For purposes ef requlatory review, the benchmark price shall be
a band of 5% around the acljusted price determined as described in paragraph

29
el

€ The results of this caleulagion w be applied as fallaws:
3. The benchmark price will be used to eviluate the averige

purchased price of coal from Gattiff

b Prices paid above the benchmark would be disallowed for
cost recovery, unless justified by Tampa Electric
c. An example application of this methodology fs shown In

Attachment 2 to this Stipulation titled "Public Counse!'s Market Price

Application

s
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TECO Transport & Trade
8. The parties agree that the record in this procesding indicates
that the prices currently paid by Tampa Electric &3 177 are ressensdle.

of a

:
3

9. Tampa Electric, however, agrees tc ths estd
benchmark price to be used prospectively for regulitery review puUTRSSES.

10. The coal transportation beacheart price will be the average of
the two lowest comparable publicly avatlable rail rates for cnad Lo acher
utilfcies in Florida, This rafl rate will be stated on & cants/ton-mile
basis representing the comparable tota! alesents {i.e¢., mafntensnce, traian
size, distance, ownership, etc.) for transportaliss, The aversge cents
per ton-mile multiplied by the average raf! wiles from all cos! sources to
Tampa Electric's power plants yield: a price per ten of jraasportation.
The result will become the “benchmark price™ as shown on AlLtach=est 3.

a. The benchmark price wil! be wused to eveivate water
transportation of coal services providsd by TIT to Taeps Eleciric.

b. The price paid for water transpertaticn of coal Oy Tampa
Electric above the benchmark orics would br disallowed Tor cost recovery

unless justified by Taspa Electric

General Provisions

11. The approval of this Stipulation will completely rancive &1 of
the issues pending in this =atter,

12. This Stipulation s Sased on the uniaue facius! circumstances of
this case and shall have no precedential value In procesdings favelving

other utilities before this Cossissian., The parties ta the Stipuisiion
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reserve the right to assert different positicns on amy of the matters
contalined in this Stipulation if the Stipulitien |5 net accepted By the
Commission.

13. The parties hereto shal! not uniliterally recommend oF Ivppont
the modification of this Stipulatien or discourage i%; accaptance by the
Commission.

i14. The parties hereto shall not raguest reconsidesr2tios a7 oF
appeal the order which approves this Stipulaties.

15 The parties urge that the Commissica take final agency action st
the earliest possible Agenda Conference aporoving this Stisylsi!Ca.

16. This Stipulation shall be effeciive upon Commissicn approvwsl.
In the event that the Commission rejects or mod!fies the Stipulstion, ia
whole or in part, the parties agree that this Stipulation 1s vold unless
otherwise ratififed by the partiec. and that each party may purtus gy
interests as those interests exist, and that no party will be bourd to or
make reference to this Stisvlation before this Cosmissien or say court.

17. While 5Staff for finternal reasons prafers to signify 1w
agreement with this Stipulation by writing a S5taff semerandus recoe=ending
approval of the Stipulation, the Electiric snd Bas and Lags] Staii of the
Florida Public Service Commissfon has reviewed this Stipulatton
simultanecusly with the signing; has given fts asproval of the specific
language contained herein; and has committsd tn subsit (s recam=endaticn
requesting approval of this Stisulatics by the Commissien, and has
committed not to unilaterally recommend or support the madificiiios of this

Stipulation or discourage Its acceptance by tha Commission
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DATED this 13th day of October,

;f‘_‘
( ‘h;1=}4:_#p;;‘)f;t*’f

ATTACHMENT A

/e

T il
ROG S HOWE

Of(Jce of Pudlic Ceunsel

24 Fuller Warren 8yilding
202 Blount Street
Tallahassee, Florida 3230]
(90¢) 488-533%

(EE UWNANILLIS
( Aus\ez/ McMullen, McGehee,
' Carothers and Proctor
\\"91 Office Box 391
Tallahassee, Florida 32301
(904) 224-9125

AVIS PAYNE O/
Office of Public Counsel

624 Fuller Warren Building
202 Blount Street

Tallahassee, Florida 32301
(904) 488-9130

yd

{(JH;A-Enq,_ /}4 //_ "L' //

WILLIAM N CANY?EL;

Vice President - Regulatory
Tampa Electric Company

Post Dffice Rox 111

Tampa, Florida 3360}

(813) 228-4332
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TAMPA ELECTRIC COMPANY
DOCXET NO. B70001-EI-A

EXAMPLE BENCHMARK MARKET BASED COAL CALCULATION

The base price of $39.44 as of December 31, 1987 s~all be adjusted by
the annual percentage change in 80M District 8 Data f2r Cocal Shipments as
reported on Fors 423 for the weighted avadiaje orice oer mililon BTV of
contracy transactions (excloding &ll spor trassactioers) which aeet Temda
Electric's Gannon Staticn specifications {(Note 4) for heat content, suifur
content, ash centent and pousds su!fur dianide per millfon BTU

Example:

39.44 x 192.200 (Note 1)
189.015 (Note 2) = 540.10

Revised Benchmark 40.10 = ).05 (Mots ]) = S42.1i

Notes
¥ Hypothetical index value for 1988

&/ Actual index vaiue for 15387

=

% tone of reasonableness
- Specifications as Toiiows

Heat Lonteat - 12.500 BTU/1p minimum
- 1,5% magimum

Ash Coatent

- ? qz A e
Suifur Dtestds ~ 2

A p@u”ﬂ{ per millipn BTU max imym
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Average Ratl Mileage to Teo2a
1 Average of Lowest Two Publigiy-Available
Floricda Rad)l Rates

¢ Costs of Privately-Owned Rail Cars

Electric cou OUTCES

pace 24 oF 2¢

.......... ssssnsssane

ATTACHMENT A

TAMPA ELECTRIC COMPANY
DOCKET MO, 870001-EI-A

EXAMPLE BENCHMARK TRANSPORTATION CALCULATION

G574 miles (Note 1)
x ]1.98 ¢/ton-mile (Note 2)
$19.29

= Transportation Benchmark 521.29 (Note 1)
Notes
1/ " . g 0'a . -
- Weighted averige raill miles rom a coa sources for Tampa
Electric to plants. This {s expected to be 974 miles for 1989
2/ 1 - e e o
» Cents per tom-miie for subilicly avallable Florida wtility rall
coal <ransbortation rates. For exsmple, the curreat publicly
available rall rates to Filorids u¢tilities om & cenmts 327 ton mfle
basis for 1988 are as foliows
JEA 1.92 ¢°
Orlando .03 ¢°
Lakeland 2.)0 ¢
Gainesvilie c.5c
“Average of iLowest Twe 1.98 ¢
1 3 T
. tiplying Avergge ra milsage to Tampa Dby
market cost (cencts per ton-mile), then adding the
owned rail cars This benchmark will be compared
3 weighted average water transportatien cost from
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NEFORE THE FLORIUA PUBLIC SERVICE COMMISSION Regul2tory Lund | OHDER NO. PSC-93-0442-FOF-¢I
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PAGE 2
In Re: Fuel and Purchased Power ) DOCKET 10. 9)0001-Ci
Cowt Recovery Clausa and } ORIMHR B0 . PEC-9)-044)0-FOF-E1
GCanarating Performance Incenl lva | 1550ID: BV 21/9%)
Factor. ) auLr: $1,.712,139 Undersecovery.
i 1}
1TECO1 1,609, 4% Underrecovery
The following Comalsslonera participated In the dispoaition aof
this matter: The eulinated (ue) adjustsent L3is-Uy ambunts fur thus par lod
Octobar, 1992 through March, 199) are as 0] jovs;
THOMAS M. DEARD
SUSAN F. CLAIRK rrc: $915, 209 Underrecovery
J. TERRY DEASOM
ErL: $30,415,048 Undarrecovery
oEnEa APPROVING PROJECTED EXPEMDITURES revc) §$106,021) Underrecovery. (Raiianna)
NI‘ILT!IILM AAfT3 FQR FUEL ADJUSTMINT FACTORS . $5.811 Underrecuvery. jlesrnendina Loecdi)
GPIP TARGETS. BANGES. AND REMARDY:
- ITURES AND mm‘_ut AMOUHTS LF: $1.199,9%i2 Underrucovery
A QIL DACKOUT COST RECOVERY FACTONS:
T xmmﬂm TECO1L $441,9)4 Gvercrecovery
FOR _CAPACITY COST RECOVERY FACTORS
The total true-up amounts to be coliscted during the pariod
BY THE COMMISSION: April, 199) through Septesber, 199) are as follows:
As part of this Commlssion's continuing fuel cost recovery, rrc $14,670,497 Underrecovery.
oil backout cost recovery, capacity cost recovery, conservation
cost recovery, and purchased gas cost recovery proceedings, PRL: $4),960,41% tnderrecovery
hoarings are held in February and August of each year. Fursuant to
notice, a hearing was held In this docket and In Dockets No. Py §157,900 Underrecovery. (Ma:ianna}
$30002-EG and 93000)-GU on February 17, 199). The wulilities $14,100 Overrecovery. (Pernaisiina Beach)

subsitted testimony and exhiblts In support of thelr proposed fuel
adjusteent true-up amvunts, fuel cost recovery factors, generating guLr:
performance Incentiva factors, oll backout Gtrus-up amounts,

capacity cost recovery factors and related issuas.

$2,912,001 Undurrecovery.
TECO: $1,247,56) Underrecoveiy

Pinnlly, the apprapriate leveliied Cuel cost racovery factors
for the period April, 1993 theos Sepleaber, 199) are as follows:

Fusl Adjusteent Factors
We find that tha appropriate final fuel adjustment true-up Irc: 1.17) cents par itWh - Stamdaid ratess
amuunts for the amcunts for the perioed April, 1992 through 2.700 cents per itV ~ TOU ('-n k-nl Tetese
SBeptember, 1992 ars as (ollows: 1.054 centa par kKilli - T0U Uff-Fesk ratess
IRCL $13,086),208 Unclerrecovery. sfefore line loms adiustment. ] - p-] (4 E
- o | B

EPL1L $13,545,367 Underrscovery. g 3 ¢ 1F
mgrc 2 o]
rrycy $170,987 Underrecovery. (Marlania) ™ (e
$19,91) Overrecovery. (Fernandina Deach) ' ¥ ':;
' h E 5
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PRLA 2.29% cente/kvh is the levellzed recovery charye for non-
time diffecentlated rates and 2.4)) cente/hwh end 2.172
centa/kvh sre the levelized fual racovery chargee for the
on-peak end off-peak perlods, respectively, for the
differentiated retes.

ZeuG) 3.266 centa/kvh (Marlanna).

4.422 Centa/kwh (Fernandina Beach). .
The factors are calculated to include true-up and revenue
tex, exclude demand coat recovery, amd heve not bean
adjusted for line losees.

QuULrL 2.216 cents per kWi,

2eC01 2.9080 cente per KWil before application of the factore

which adjuet tor variations in line losses.

For bllllng purposss, the nev (fuel adjustmant charge, oll
backout cherge, conservatlion coat recovery cherge and cepscity cost
recovery charge (actore ehall be effective beglinning with the
apecified fuel cycle and therealfter for tho period April, 199)
throuyh September, 199). Bllling cycles may start bafore April |1,
1993, and the last cycle may be read after September )0, 1993, eso
that each cuetomer les bllled for six monthe reyrrdless of vhei the
-d)usﬁ-ont fector Lecame effeactlive.

Each utility proposed (uel racovery lose multiplliers to bLe
ueed {n calculsting the fuel coet recovery factors charged to eech
rate clave. Those multipllere are shown In Attachment A atteched
hereto. We (ind thet the propoeed multipllere are eppropriste end
should be approvad. The utjlities Cfurther proposed (uel cost
recovery (sctore for each rete Qroup, adjusted for llne losaes,
vhich ere sleo shown In Attechment A. Wa find that the prouposed
factore ere eppropriate end ehould be epproved.

Floride Power and Light Cospany proposed that they change Lhe
fraquency of coal Inventory serlal eurveya from quarterly to semli-
annually. We conslidered the iseue for all Inveetor-owned slectric
utilitiee and ve (ind the proposel to be reasongble. We therefore
approve the change In the frequency of eerlal cosl Invantory
sucrveye (rom guerterly to semi-annually focr e twvo-year period. We
direct our staff to review the lmpact of the lses frequent surveye
on Inventory sdjuetmente to determine whether to recommend a

p.f-unont change.

ORDER NO. P3C-93-044)-FOF-EI
DOCKET NO. 9)0001-2£1
PAGE 4

The other fuel sdjustment leeuee refuvd In this ducketl pusteln
to epecific utilitiee and are dlecussed below,

Piocida. Povsec SCereeratisn

Floride Pover Corporstion requested our persisvalion to recover
through the (el adjuetment clauee the cost of I(ta afflliste,
glectric Fuele Corporation‘s, charge for e return on equity on
EFC'e Investment In locomotives. We approve the rsquest. Florida
Powver Corporation has projected that tha purchase of the
locomotives will result {n e reduction (s zall trauspourtation
coste. Thile reduction will provide savinge to ri'C'e ratgpayure In
excess of EtC'e chargo for a raoturn on equity un EFC's investseunl.

We also approve Florida Powver Corporetjon request for
permlesion to rucover throuyl the (fuel adjustment clause the
charqgee sessoclated vith gas treneportation to FPC's Unlveselity of
Flor ida cogeneratlion project. The coeta ers reaswonablo gee
traneportation coste for FPC'e Univerelty of Floride cuquierat lun
projuct, eml they ere approprietely recovereble thiouyh the fuel
adjuatmant clause.

The folloving leasue has boen deferred to the August, 199), (fuel
proceeding:

Should Florids Power Corparstion be persitted to
1ecover through the fuel adjustment clause $972,000
in payments to the Department of Euwergy (DOE) fur
coute of the decontemination and docommissioning of
the DUL'es uranium enrichmunt plante?

For thie perliod we will permit FPC to recover lts paymente to 0O}
for the coste of the decontemination end decommiseloning ol Lhe
DOL‘'s uranium enrichment plants, eubject to refuid pewsiing out
decleion on the lesue {n Auqust.

Zlecida_rover snd _Light Company

Floride Powver and Light Company requeeted that It he permittes
to racover through the (fuel adjustment clauee $3%0,000. of Clew
Alr Act opersting fecs. We prefer to investigate end Jdetermine th.
appropriste recovery of compllence costs essoclated with the Cles
Alr Act Amendment In 8 genaric dockat, vhare we can fully conside
the appropt iate recovery for all types of compllance costs for al
lavestor-owned wutllitles. We dJdo not wish tu makeT thi

FSE® P39y
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detersination plecemeeal. Therefore, we vithhold approval of FrL'e
recovery of those fees et this tise, pendiin) our Inveetigation in

the generlic docket.

The following lsaue, similar to the lsesue for florida Power
Corporation, has bacon deferred to the August, 1993 fuel proceeding:

should rFlorida Power and Light Cospany be
peraitted to recover through the tuel
adjustment clause $2,500,000 im payments to »
the Depertment of Enerqy (DOE) Cfor coats of

the decontamination and decosaleslioning of the

DOL's uranijua enrichesent plante?

for thils period ve will permit FPIL to recover lte payments to
DOE for the coets of the decontaminetion and decoamiasioning of the
D02's uraniuam enrichment plante, suwbject to refund pending our
decislion on the lasue In August.

Ploride Power end Liyht Company alao reyuested that §t be
permitted to recover through the (uel adjustment clauase $4,087,634¢
Iin litigation coets associated with the IMC contract arbitratlon.
We (Iind that the litigation coats incurred In the INC contract
dispute were ressonably related to the cost of fuel, reasonally
expocted to result in reduced fucl cost for the retall ratepayers,
and thus approprlete ftur recovery througyh the fuel cleues.

Teera Electric _Company

In August 1992, we deferred the following lasuce to this
proceeding:
wWhet |s the appropriaste 1991 benchaark price

for ccal Temps ¥loctrlc Company purchauod [ros
Lt artlliate, Gatliff Coal Cospany, and;

flae Tenpa Clectric Coaspany edequately
justified any costs sssoclaeted with the
purchese of coal from Gatliff coal Company
thet are In excess of the 1319%91 benchmark

- price?

At Public Counscl's request, the (ollowing lssue was aleo
achoeduled to be heard in this proceeding;

ORNER NO. PSC-91-04¢)-tOF-ti
DOCKET NO. 9)0001-21
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Should TECO be ordered to refund Lhe excess
cost of Gatkiféf coal sbove the 1991 Lunchmark?

Thisss lesues relate to the market-based priving methodolioyy we
established In Order Mo. 20298 (Docket No. 970001-El-A) to measure
the appropriate coet of coal TECO purchasee from Ita affillate,
Gatliff Coal Compeny. The methodology we established et that timse
vaa developed by stipuletion between TECO and the Office of Puldllic

Counael.

The day belore the hearing in this pruceedling, TECO eixd the
office of Public Counsel submitted a nev stipulatlion that revised
the methoduloyy Ly which the spproprieteness of TECO's Gatlif( coal
purchases wil) be moasured (rom 199) to 19¥¥Y. The new atlpuletion
roeolves el) outsteinliig isaues related to the priclig of TECO's
cual purcheses from Gatliff through 1992, and it providee that TECO
will reduce its recoverable fuel expense Ly $10 millfon and credit
thet emount to Its vratepayers. Tha edjustment will be amade over
the 12-month perlod frum Apcll, 199) throuyh March, 1994 Tnterest

vill be iIncludad.

The revised metlicdology develuped by TECO snd Public Counsel
establiches a beglinning Lase price of $10.00 par ton FOB Mine as of
Ducembor 131, 1992. That base price will Lo escalated or de-
wscaluted Ly the esnnual percentage change In the Consumer Pslce
Indox, All Urben Consumers (CPl1-U). The stipulation providea that
the weighted aeverage annual price TECO peys to Gatlifr will bLe
dlsalloved for fuel cost recovery purposes If that price excceds
the price esteb!lahed Ly the muthuvduloyy doscribed above.

We apptove Lhe new eotlpulation revising the method to
detormine the apprdpriateness of the cost of TECO's coal purchases
from jle affijiate. ‘The Jetaile of the revised mecthodoloyy ere
provided In peragraphe 12 -14 of the stipuletion attached to thla
ovder ae Attachment U.

Generating Porformanug Incontive tactor (GPIFL

Thers wvaa nu controversy among the parties at thls hearing as
to either the appropriate GFIF¥ reward or penalty (or past
performenco ur the propoaed GPIVF taryets and ranges for perforsance
in the upcoming pstiod. The partlies agieed to, and we epprove, the
followving GPIF¥ rewatrds for the perlod April, 1992 thiouyh
Septumber, 1992.

0 "¢&" 39v4

L7

srees.




ORDER NO, PSC-9)-044)-FOF-EI
DOCKET NO pro001-KEl

PAGE 7 -
e §1.211,009 revard

IeLi $2.033,17) reward

QULEL Heward $322,.%04.

TECO!I Reward &2 $)18,9)°

The partios also agreed to targetls snd ranges for the parliod
April, 199) throuwgh Septasber, 1991, vhicn are BhSEH OR Attachment
C to Lhis cuder We approve those tarjets anij rangen

01l _Rackout Cost Racoyacy Fesior
In sccordance ith the agresmant < <lve parties, ve Fhsa L
proper final olt backout ErLS-vwp amint for the pes iod APY 11, 1992
tnrough Septeshng, 1591 porlcd to bed
IRkt $1,616 Overreccavery.

TECQI $1,301,82% Overraccvery.

The estimated oll backug True-up emaunt for the period
October, 1992 througiy Rarch, 1223, ilm:

1 4 45 S $105, 323 Ovarrecovery.
TECOL §988, 475 Ovarrecovesy.

The total ol] keckout ITGe-up sscunt to be cSliected or
refunded durlng the period April, 199) through Septemisr, 199). le:

FrLL $188,96) Ovaerrucovery.
TECQI $1,500,247 Qvedreacovery.

Finally, wea fizd the proper prelected oll backout cosat
recovery [actor for the period April, 199) through Septesber, 1993,
is:

FrL ,01) cents/kvh

TECQL 06% cents/kwh

ORDER HO. PSC-91-044)-FOF el
DOCKET WO, 9I0V00L-EI
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Capacity_ Cost Recovery Faglek

Wa approve the following the (inal capacity cost recovery
trua-up amounts for Lhe April, 1992 through Sey Lembuer, 1992 perlod:

TEC1 Hone.

| 4 4% §5,781,6A8 Underrecovery.

GULEL pona. Gulf's initial llplunuld‘llnn of & purchased powver
capacily cost recovely factor cocutred dur ing the Dotober
18992 through Marol 199) recovery per lod An & Tesult,
Cull dows nol have & Lrke-up amuaunt £ any (o | oxds g | o

to October 1992

TECQ1 Hone Since Tampa Electric did not have a capacity cost

recvovery lactor In effect for the perliod April 1992
Seplesber 1992, Lhere 18 nho Lrue-up to conslder

Ne appove the following estimated capacity cost recovery

tyua-up amounts for the per fod Uctober, 1992 through March 1993
Frci 1. .662,23% Undarracovery
reLa §29,006,069 Overcecovery
gul'r| S$1.700,1008 Unlar ret:overy
TECO: §$2. 940 _ 455 Underrec ery

Wa approve the ful lowing total capaclily cost recovery Ly we =uj
asounts to be collectad dur Ing the perled April, 19%) Lhyough
September, 19%)

reci 81,662,038 Underrecavery

(14N §23,215,18]1 Overrecavery

GuLrt $1.711,114 Underrecovery

TECCL $2,940,45% Underrecovery
0
>
2)
m
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We approve ths following approprists projected nat purchased
power capacity cost amount Lo be included In the recovery factos
tor the parlod April, 1993 Chcougi Septesbir, 199).

s $12,%38,19¢ jurisdictional.
[ELi $183,13),871 jurisdictlonsi.
QuLr: §3,801,990 jurisdicilons.
TRCOIL §31,838 772 juriegictichal.,

We apprave the Toiloving projected capacity cost recovery
factors for tha pariod Aprii, 199) through Septembar, 1991,

IRct s 6.20% centn per kwh
Gs-Transaizsaion 0.19%6 d
GS-Primary 0.1%9 »
GS5-Secondary 0.222 -
G#-3108% Losd Factor 0.1%2 -
GEO-Trans=izsion 0.140 v
GSo-Pr tssry 0.17%6¢ -
GSn-Secendary 0.179 -
cs-Curtsilatls 0.1 "
IS-T-ensnissicn 0.159 »
18-Primavy 0.13? -
LS-Liohting Ssrvice 0.0%57 .

PRI ’

RSt 0.442 cents per kwh
GE1 0.412 w
GSD3 0.3? e
0.365 »
0.6 -
0.317 .
0.300 o
6.26) -
0.237 -
0.243 .
0.263 -
- 0.243 -
0.37 »
6.202 e
6.27% Loy
0,40% -

OROEN MO, PHC-9)-044)-FOr-El
DOCKET NO, 9)C0OL-81

PRGE 310G
GULEL Soo table below:
CAPACITY CcosT
RATE RECOYEAT PACTSS2
ClLaae & 22Ul
_BS, BST —-— T ==
GS, 48T 0,048
Gsu, cswr | 0. 035
LP, LPT - __9_ !E}____
PR, ¥NT 3 - .
031, 9008
o3t .0
o811y 0.29)
55 0.828
TECO:
LH <317 cents par ¥
Gs, rs «179 conta EL
GHo . 149
cstn, Sar . 55)
18-2 & 3, SWI-1 & 23 .012
8L, OL .012

The other capacity cost recovecy lscues ralsad in this dachet
pertaln to spuciific utilitiies am! 2cs dlecussed below.

company-fpeaifle Capacily Cosl Recovery lasusa

Flerida Power ond Light Cospany

¢ thwough The

s kP88 Unit
Conpanios. We
abile, predsat

Fiorida Powver and Light Company requesated r
capacity clause tha capacity paymants amuocisted
Pow=c Salen Agrecmani ([UPS) with ¢t
appiove racovory. The 1908 LUvE Aocres

:

\
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and neceessary expense that beneflite FPL'e customere and ls not
being recovervd In any othur mannar.

In considoration of tha sbove, it le

ORDERED by the Florida Publio Bervice Commiselon that the
findinge and stipulationa eet forth In the body of this Order ere
hereby epproved. It ls further .

ORNERED thet investor-owned electric utilitise aubject to our
jurisdiction ere hereby authorized to epply the fuel cost recovery
fectore eet fotth hetein during the periud of April through
Septomber, 199), and until euch tfactore ave modiflad by eubeequent
Order. Florlda Power Corporation is suthorized to apply ite fuel
cost recovery fectore on the eame dete ee any rete adjustment
ordered In Locket No. 910890-E1. It le further

ORDERED thet the estimeted true-up amounte contelned in the
above fue) coest recovery factore are hereby suthorized subject to
final true-up, and further subject to proofl of the reesonablenese
aml prudeince of the expendlitures upon vhich tha emounts ere based.
it is further

ORDERED that the Cenerating Performence Incentive Factor
revarde and ponalty atated In the body of this Order shall be
epplied to the projected levellized fuel edjustment factors for the
perlodiot April through Septemtier, 199). It e further

ORDERED thet the taryete and ranges for tha Generating
Performaive Jncuntive Fectore sut forth herein ere hersby adopted
for the perlod of April through Septeaber, 1¥9). It 1is (urther

ORDERED thet the estimated true-up amounte included {in the
edovoe Oll SBackout Cost Recovery Factore are hereby authorlzed
subjuct ta final true-up, and further eubject Lo prool of the
reasonableness and prudence of Lhe expeiditures upon which the
amounte aro based. It le Curther

ORDERED that the investor-owned electric utfilities are hereby
authorizced to apply the capecity cost recovery factore set forth
horeln during the perliocd of Aprid) through September, 199), and
untll such factors ate modifled Ly subsequent Order. It fe furthor

OHOLEH MO. PSC-9)-044)-70F-EI
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ORDERED that the eetimated true-up emounte contalined ia Ulhwe
above cespacily coet recovery factors are herebly euthur lzed subject
to flne)l true-up, end (urther wubject to picof of the
reasonablenese and prudence of ths expenditurea upon which the
amounte are besed.

By ORDER of the Floride Public Service Commisslion this 2lid
day of Magch, 1291-

irector
ords and Repor t liwg

g E TRIBD
Divislon of

{8 EAL)
nco1bal

Commlealoner Osason NDissents In Fatl (roma the decision Ju thie
Dochet ae (olluwe:

I dissent from Lhe Commiselon‘s declision to requlre Gulf Power
to rellecct the capality rovcnuce avsociated with 'Gull Power'e long
- term non-Cirm wchedule E countract with Floslde Pover Corpotratlioun
in the capucity cost 1ocovery clsuee Ao ! expressed st the time
the cleuse ves created, | have serlous reservations about sdding
nev coeste/revenuce to the factor (f those costs/revetues are not
current 1y Included in the fuel adjustment ciause. ! believe that
e reta coee I8 tho Vost timo to mako the determination abwut
whother provioualy unrecognizoed jtuse should be rvrecoveled through
the CCRC.

In my view the eetting of retee In & rate case recognizes thet
a balance is achieved Letvaen costs, investmsent aind revenues. Once
the Commiselion has angeged In such a balancing end sot rates, these
rates are deemed velld unti)l chanyed. It le only when these ratle
mek ing componente sre shown by the company or other patty to be out
of Lalance ls there o need to address, elithur (n e tull bl Ovewi
fate cese or o more limited proceeding, e Lompany‘e cust tecuvery.
The difCliculty fecing the Commission In thia case only underecores
my bellef that e rate caee is the better plece to undertake the
comprehiensive analysis thet (e needed -

1924
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I am only agreeing with the result reached by the majorily of
Commissionars with respect to denial of recovery of the 1IC
payments. [ belleve this same analysis set out above applies to
those paysents and would precluda recovery through the CCRC prior
to a full rate case,

administrat ive hearing or judiclal reviev of Commission orders that
in avallable under Sections 120.57 or 120.68, Florlda Statutes, as
wall as the procedures and time limits that apply. This notice
shiould not be construed to mean all reguests for an administrative
hearing or judicial review will be granted or result in the rellaef

sought.

il
NOTICE OF FURTMER PROCEEDINGS OR JUDICIAL REVIEW ”'
The Florida Public Service Commisslon is required by Sectlom i;
130.59(4), Florida Statutes, to notify parties ot any *lﬂ U{ﬂ if l{[[;‘f
]

———— e v e —— ——— .
T
e
TRy

-—— e R

"
Any party adversely affected by the Commission's final actlon !!g
in this matter may request: 1) reconsideration of the declision by “’
|s

i

|’|

|

fiting a motion for reconalderation with the Director, Division of
Records and Reporting withim flifteon (15) days of the lusuance of
a this order In the form prescribed by Rule 25-22.060, Florida

i
-
P

-
o
~y

_E.',‘

e

Y
-
-

uy
a v
o

Administrative Code; or 2) judicial review by the Florida Supreme
Court In the case of an electric, gas or telephone utllity or Lhe f
Flret District Court of Appeal In the case of a wvater or sewer b
utilicy by filing a notlce of appeal with the Director, Division of f
Records and Reporting and filing a copy of the notlice of appual and i
the filing feo with the appropriate court. This filing must be i

i

r

completed within thirty ()0) days after the lssuance of this order,

pursuant to Rule 9.110, Florida Rules of Appellata Procedurs. The )
nOLLlEa 6F Appéal SUBT bé LIn Ehe lore specilfied In Rulé 9.900 (a), 1
Florlde Rules of Appellate Procedure.
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