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and Peabc'dy entered into a Settle• nt Agre nt and Mutual Relea 

(the "Settlement Agreement"). 

4. Efforts by Ta•pa Electric to r olve thi di pute in a 

aanner which would be in the best interest of its customers have 

reaulted in teraination of the Coal Supply Agreement effective 

December 31, 1994. 

5. The Settlement Agree ent establishes the total quantity

ot coal to be delivered by Peabody in 1994 as well as a fixed price 

for that coal. Additionally, coal will delivered in 1995 to 

aake up for ome of the coal Tampa Electric did not ace pt during 

1994. The Settlement Agree nt al o call tor th execution of two 

new coal aupply gree ent■, both of which are at prices which ar 

competitive with pric s for siailar coal in tod y' ark t. 

6. Under the s ttl nt Agr ent, T p El ctric has agr d 

to buy out the xi■ting Peabody Coal Supply Agr nt for 

n gotiated a ount of $25,SOO,OOO. 

7. Since the canceled contract ha been r plac d with two 

contr cts at ■ignificantly low r co 1 pric s, fu 1 ving in 

exce of the buy-out cost arn guar nt d. Fuel co t saving gin 

i di tely with th r due d t k for 1994 fro th c nc l d 

contr ct. Th proj ct d nominal ving in fu l cost ot l $ .o

illion which h n t pr nt v lu of n arly $62 illion, or 

th n twice th buy-out co t. Th 

gu r nt n t pre nt valu fu 1 

$34.5 illion Vhich, by it lf, i 

co t of th buyout. 

two r plac nt co 1 contr eta 

vings in th ir t fiv y ar of 

gr t r  th n th $25.5 illion 
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8. Tampa Electric proposes that the $25.5 million buy-out

cost be amot·tized over the remaining years ot the canceled 

contract. The buyout would be amortized on a straight line basis 

over the period from April 1995 through December 2004. Tampa 

Electric proposes that the retail portion of the amortized buy-out 

cost, plus carrying costs, be recovered as an additional cost in 

the fuel and purchased power cost recovery clause beginning with 

the April-Septellber 1995 fuel adjustment period. The total annual 

cost recovery is SWlllllarized below: 

Year 

1995 (9 months) 
1996 
1997 
1998 
1999 
2000 
2001 
2002 
2003 
2004 

Annual Cost Recovery 
(Sooo} 

4,591 
5,IJ02 
5,438 
5,073 
4,709 
4,345 
3,980 
3,616 
3,251 
2,887 

$43,688 

9. Tampa Electric only proposes to recover from its retail

customers that portion of the above amounts properly attributable 

to retail sales. This would be accomplished by allocating the buy

out amortization and carrying cost for each fuel adjustment period 

according to the energy sales a£sociated with that fuel period for 

all retail custo era paying system average fuel and all whol ale 

custo era paying an average fuel rate. It is Tampa Electric' s 

int ntion to petition FERC to recover the allocated wholesale buy

out and carrying coat in the fuel adju t nt clause. 
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10. Consistent with other long-term investments, Tampa 

Electric i requesting that the company be allowed to earn a fair 

return on the unaaortized balance of the Peabody coal contract 

buyout over the ten year recovery period. The company further 

requests that the rate used tor the amortization b a blend d, 

before tax cost ot capital using the Comaiaaion approved embedded 

capital ratios fro• the company'• last rate case in Docket No. 

920324-EI. Specifically, Tampa Electric proposes to use the cost 

rates from the current embedded cost of debt ana preferred stock 

(per October 1994 Surveillance Report) nd the current approved 

equity rate of 11. 35\. Thia approach yields a lower rat for 

recovery than current financial arket conditions oight dictate. 

The company requests that the r sulting overall co t of capital 

( djuated tor taxes) ot 13.471 remain in eft ct until th 

Co i■aion issues another order r vising th ratios and/or th cost 

r tea. 

11. Tampa Electric requests that th Co is ion con id r th

coapany'a proposal i ediately in ord r to provid a cl ar 

indication ot the appropriat ccounting tr at nt of thi 

tran ction tor financial r porting purpos s. 

WHEREFORE, T p El ctric r qu t th t th Co i sion nt r 

propo d g ncy ction ord r or, in th lt rn tiv , t thi 

tter or n xp dit d h aring nd a nch d cision to pprov th 

co ny'• propo d r gul tory tr t nt of th P body buyout 

t forth bov . 



DATE D  t hi• 23 rd day o f  D c mber 1994.

R ■pect fu lly s ubmitt d, 

L L. WILLIS 
JAMES D. BEASLEY 

Macf arlane Ausl y F e rguson , McMullen
Poat Office Box 391 
Talla has ■ a, 

Florida 32302 
(90 4 ) 224-9115
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