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ORIGINAL

TAMPA ELECTRIC COMPANY
DOCKET NO. 9BOO001-EI
FILED 11/16/1998

BEFORE THE PUBLIC BERVICE COXMISBION
PREPARED DIRECT TEBTIMONY
OF

DEIRDRE A. BROWN
Please state your name, address, occupation and employer.

My name is Deirdre A. Brown. My business address is 702
North Franklin Street, Tampa, Florida 33602. I am employed
by Tampa Electric Company in the position of Director,
Electric Regulatory Affairs in the Regulatory Af airs

Department.

Please provide a brief outline of your educational

background and business experience.

I received a Bachelor of Science Degree in Accounting in
1982 from Florida State University and a Masters of
Business Administration in 1994 from the University of
South Florida. In 1990 I joined TECO Energy's Audit
Services Department as an Internal Auditor. I became a
senior Auditor in 1991 and a Supervisor/Administrator of
Audit Services in 1992. In 1994 I was promoted to
Administrator, Health Plans where I was responsible for

managing the administration of Tampa Electric's health
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plans, employee assistance program, and health fitness
facilities. In 1995 I returned to Audit Services as
Director and was responsible for all internal auditing and
certain corporate compliance and code of ethics activities
for TECO Energy. In June 1998 I was promoted to Director,
Electric Regulatory Affairs. I am responsible for managing
Tampa Electric's regulatory issues and policy related to
base pricing, fuel, environmental, system planning,
conservation, and wholesale transactions. I am a Certified

Public Accountant and Certified Internal Auditor.

What is the purpose of your testimony in this proceeding?

The purpose of my testimony is to demonstrate that the
price Tampa Electric has paid for coal purchases from its
affiliate, Gatliff Coal Company (Gatliff), does not exceed
the benchmark established in Docket No. 930001-EI and
approved by Order No. PSC-93-0443-FOF-EI, issued March 23,
1993 and that the weighted average price paid to Gatliff
has been properly reported to the Commission. My
testimony, along with the testimony of Tampa Electric's
Witness Mark J. Hornick, demonstrates that all Gatliff
purchases from 1993 through 1997 were appropriate for full
recovery through the Fuel and Purchased Power Recovery

Clause.
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A.

What exhibits are vou sponsoring as part of your testimony?

My Exhibit No. __ (DAB-1) consists of five documents: 1)
Docket No. 870001-EI-A, Order No. 20298, issued November
10, 1988, 2) Docket No. 930001-EI and approved in Order No.
PS5C-93-0443-FOF-EI, issued March 23, 1993, 1) Docket HNo.
830001-EU, Order No. 12645, issued November 3, 1983, 4)
Docket No. 850001-EI-B, Order No. 14546, issued July 8,
1985, and 5) Docket No. 920001-EI, Audit Control No. 91-
344-2-2.

Please provide a brief history of the Gatliff coal

benchmark.

In Tampa Electric's 1988 "cost plus" docket, Docket No.
870001-EI-A, Order No. 20298, issued November 10, 1988, the
Commission approved the implementation of a benchmark
methodology to set a threshold price level which, if
Gatliff's price exceeded, would provide a need for Tampa
Electric to justify. 1In that docket, an initial benchmark
price was determined with stated escalators and de-
escalators. This benchmark price was based upon the Bureau
of Mines (BOM) District 8 data for the weighted average

price per million British thermal unit (Btu) for contract
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transactions that met agreed upon coal! specifications. .\
benchmark of $39.44 per ton FOB mine was established based
upon Tampa Electric's Gannon Station coal specifications,

including heat content.

Pursuant to a stipulation reached in Docket No. 930001-EI
and approved in Order No. PSC-93-0443-FOF-EI, issued March
23, 1993 (the Gatliff sStipulation), a comparable new
beginning benchmark price of $38.00 FOB mine as of December
31, 1992 was established. Unlike the 1988 escalation
process, the Gatliff Stipulation benchmark price was to be
adjusted annually based on the Consumer Price Index instead
of on BOM District 8 market data. ‘This new benchmark
became the basis for prospective regulatory review of the
annual average price per ton paid for cocal purchased from
Gatliff. order Nos. 20298 and PSC-93-0443-FOF-EI are

included in Documents 1 and 2 of my Exhibit __ (DAB-1).

Throughout the time Order No. 20298 and the Gatliff
Stipulation have been in effect, a comparison of actual
base prices paid for Gatliff coal to the benchmark price
has continuously been made in each year's fuel adjustment
filing on the basis of a standard ton vith a standard heat
content of 12,550 Btu per pound. The use of a standard

heat content is discussed further in the testimony of
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Witness Hornick.

pid the Gatliff Stipulation mandate a change in the
methodology used to report the actual weighted average per

ton price of coal from Gatliff?

No. The Gatliff Stipulation established a new benchmark
price and simplified the calculation of the escalators by
eliminating concerns regarding the contracts included in
the BOM District 8 benchmark and substituting the simpler
escalator of the Consumer Price Index. The benchmark base
price and the method for escalating the benchmark changed
at that time, not the intent nor the method of comparison

to the benchmark.

Has the Commission previously issued guidelines or rulings
for regulated utilities purchasing coal that address

specified heat content?

Yes, this has been addressed in several proceedings. In
Docket No. B30001-EU, Order No. 12645, issued November 3,
1983, the Commission adopted guidelines for long-term fuel
contracts. In its guidelines, the Commission recognized
the significance of heat content and that utility customers

actually pay for heat content, not for a ton of coal of any
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heat content. Under Part II, Long-Term Agreements for
Fuel, Fuel Handling Services, Fuel Transportation, Spot
Purchases and Affiliate Transactions, Section E states,
"The Commission recommends that all fuel agreements
incorporate clear specification for the fuel or service to
be provided and bonus/penalty provisions to ensure that the
fuel or services contracted for are provided in accordance
with contract terms." See Document 3 of Exhibit __ (DAB-

1l).

In Docket No. 850001-EI-B, Order No. 14546, issued July 8,
1985, the Commission determined that quality adjustments to
the invoice price are ‘'properly considered in the
computation of the average inventory price of fuel used in
the development of fuel expense in the utilities' fuel cost

recovery clauses." See Document 4 of Exhibit __ (DAB-1).

Commission auditors have performed semi-annual audits on
Tampa Electric's fuel expense. During their audits, they
have consistently reviewed all fuel expense including all
heat content adjustments. These adjustments have always
been recognized as an appropriate and necessary component
of fuel expense and are consistent with the Commission's

orders.
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A.

How has Tampa Electric accounted for heat content
adjustments in its calculation of the weighted average per

ton price of coal purchased from Gatliff?

As indicated by Witness Hornick, Tampa Electric's reported
weighted average per ton price of coal purchased from
Gatliff for benchmark comparisons was based on a 12,550 Btu

per pound heat content, as was the benchmark itself.

Has the Commission been aware that heat content adjustments
had been removed from Tampa Electric's calculation used for

benchmark comparison?

Yes. Since the market benchmark was first established in
1988, Tampa Electric's reported price paid for Gatliff coal
has consistently reflected only the base price of coal,
excluding heat content adjustments, in its weighted average
cost per ton paid calculation consistent with the
methodologies in effect at the time. This resuit has been

consistently compared with the benchmark.

The Commission's auditors reviewed and reported on this in
a 1992 fuel adjustment cost recovery audit. Specifically,
the Commission's Audit Report completed May 7, 1992

reported that quality adjustments were not included in the
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Q.

price of coal for benchmark reporting purposes. The report
made no indication of this being inappropriate. (Docket
No. 920001-EI, Audit Control No. 91-344-2-2, page 5). See

Document 5 of Exhibit __ (DAB-1).

Why is it appropriate to calculate the benchmark price paid
to Gatliff on a per ton basis without specifically

describing the specific heat content value per ton?

Since the $38.00 benchmark beginning price is based on
12,550 Btu per pound quality coal, amounts paid for Btu per
pound in excess of 12,550 or credits to prices paid for Btu
per pound less than 12,550 must be excluded to compare
"apples to apples." Witness Hornick points out that it is
standard industry practice for coal contracts to be
established on a price per ton basis with an adjustment for
the Btu value of coal delivered. The Gatliff contract and
the calculation of the price paid for comparison with the

benchmark conform with that standard.

Was the weighted average price per ton for Gatliff coal
less than or equal to the established benchmark for 19923
through 19977

Yes. Tampa Electric's weighted average per ton base price
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of coal purchased for 1993 through 1997 was at or below the

established benchmark.

Are heat content adjustments normally included as a part of
fuel expense for Total Fuel and Purchased Power Cost

Recovery purposes?

Yes. Heat content adjustments have been and are included
as a part of fuel expense for Total Fuel and Purchased
Power Cost Recovery purposes for all coal payments Tampa
Electric makes for long-term agreements as described in
Oorder No. 14546. The total amount paid to Gatliff was
appropriately included in "Fuel Cost of System Net

Generation" on the A schedules.

Are ratepayers adversely affected by Tampa Electric's
inclusion of heat content adjustments for Gatliff coal in

fuel expense?

No. Tampa Electric ratepayers pay only for wnat they get
in heat content from Gatliff coal. By purchasing coal of
higher Btu quality than specified based on the standard
price per ton, Tampa Electric received more heat content

resulting in additional generatior.
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Please summarize your testimony.

In 1988 the Commission approved the implementation of a
benchmark methodology to set a threshold price level which,
if Gatiiff's price exceeded, would provide a need for Tampa
Electric to justify. Specifically, the benchmark was
established based upon Tampa Electric’s Gannon Station coal
specifications, including heat content, and was to be
escalated or de-escalated annually based on BOM District B
market data. As of December 31, 19%2, a comparable new
beginning benchmark price was established. Unlike the 1988
escalation process, the new benchmark price was to be
adjusted annually based on the Consumer Price Index. The
benchmark base price and the method for escalating the
benchmark changed, not its intent nor the method of

comparison.

Since 1988 for benchmark comparisons, Tampa Electric’'s
reported price per ton paid to Gatliff has consistently
excluded heat content adjustments. This is appropriate and
the only meaningful manner for comparison since the heat
content in the benchmark is 12,550 Btu per pound. For the
period 1993 through 1997, Tampa Electric's standard price

per ton has been less than or egual to the benchmark.

10
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For Total Fuel and Purchased Power Cost Recovery purposes,
total expenses for Gatliff coal including heat content
adjustments are appropriately included. The Commission has
ruled in various orders that heat content adjustments are
an appropriate component of fuel expense, Heat content
adjustments reflect the differences in Btu's delivered to
meet generation needs. As demonstrated in Witness
Hornick's testimony, these adjustments result in the same
total amount paid based on the specified heat content of
12,550 Btu per pound. Therefore, the total fuel expense
from Gatliff purchases for the period 1993 through 1997 was
appropriate for full recovery through the Fuel and

Purchased Power Recovery Clause.

Does this conclude your testimony?

Yes, it does.
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PAGE 1 of 24
In re: Investigation into affiliated ) DOCKET NO. BT000L-El-A
cost-plus fuel supply relationships ) ORDER NO. 20158
of Tampa Electtic Company. ; ISSUED: 11-10-88
The following Commisslioners particlpated in the
disposition of this matter:
KATIE MNICHOLS, Chairman
THOMAS M. BEARD
GERALD L. GUNTER
JOHH T. HERNDON
MICHAEL McK. WILSON
APPEARANGES: LEE L. WILLIS, Esquire, and JCMMES D,
BEASLEY, Esquire, Ausley, McMullen,

McGehee, Carothers and Proctor, P. O. Box
391, Tallahassee, Florida 32302
1 m lectric mpPANY.

JACK SHREVE, Esquire, and STEPHEN C.
REILLY, Esquire, Office of the Public
Counsel, elo Florida House of
Representatives, The Capitel, Tallahasszee,
Florida 32395%-1300

a he Citizens of the State cf

.
=

JOSEPH McGCLOTHLIMN, Esquire, Lawseon,
McWhicrter, Grandoff & Reeves, 522 E. Pack
Avenue. Suite 200, Tallahassee. Florida

123c1
] (=] 1 da  Industria Fowers
Users Group. :

HICHAEL B. TWOMEY, Esquire. Florida Public
Service Commiszsion, Division of Legal
Services, lo1 East Gaines Street,
Tallahassee. Florida 32399-08¢3

On behalf of the Commission Staff.

FRENTICE P. PRUITT, Florida Public Service
Commission, Office of General Counsel, 101
East Gaines Street, Tallahassee. Florida

12199-0862
Coun h mmissioners.
R [ I R -BASED N H COAL PRODUCED
N _AF =D A H E J
NTATION OF KET=-BA ODALOGY
BY THE COMMISSION:
SUMMARY

He have determined as a matter of policy that wutilitles
seeking the recovery of the cost of cosl pucrchased from an
sffiliate through thelr fue) and purchased power cost recovery
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clauses shall have their recovery limited by a “market price-
standard, rather than under the “cest-plus” standard now in
effect. WwWe also have daccepted 4 stipulation among the parties
to this docket which provides a methodology for implementing
the market pricing standard fot not only the coal Tampa
Electric Company (TECO) purchases f(rom an affiliate, but the

transportation and handling services it purchases from
affilistes, as well,

BA ROUND

In February, 1986, we opened Docket No. 860001-E1-G for
the purpose of investigating the affiliated cost-plus (fuel
supply relationships between Florids Power Corporation (FPC)
and TECO and thelr respective affilisted fuel supply
cotporations. Also in February, 1986, we had established
Docket No. @860001-EI-F, ¥
5 n o
for the purpose of determin ng wvhy FPC's costs
to transport coal by its affiliated waterborne system exceeded
its costs to transport coal by non-affiliste vrail. In
September, 1987, we issued Order No. 18122, which removed TECO

from Docket Ho. B60001-EI-G, established this docket for
heacing the TECO {ssues.

After considering the post-hearing briefs of the parties
ard our Staff‘s recormendstions. we. at our September 6, 1988
Agenda Conference, determined that affiliated coal should be
priced at market price for tecovery through the utilities' fuel
cost recovery clauses. We directed our Staff to conduct
dizcussions amongst the affected parties for the purpose of

determining how best to establish and implement market pricing
mechanisns,

After extensive negotiations., the parties to this docke:
arrived at & stipulated agreement which provided a methodology
for establishing “market~ price proxies for all of TECO's
afTiliated fuel transactions, This Order describes the TECO

hearing in this docket, as well as the stipulated agreement,
which we accept and approve.

Belore describing TECO's affilisted fuel and (fuel
transpoctation system. it is worth noting that TECO did not
object to the adoption of a market pricing system so long as
the system fairly represented the price received for comparable
coal on the competitive market. TECO 41s0 took the position,
as did all parties, that market pricing should cut both ways
and that any lower of Co3t or market method or market price cap
method should be rejected. While TECO took the position that
cost-plus pricing ha- provided an effective means of ensuring
that only reascnable and prudently incurred fuel costs have
been passed on to its customers, it agreed that the cost-plus
methodology was administracively costly and caused unnecessacy
regqulatory tension because it left the 1lingering suspicion,
even in the face of outstanding results, that it resulted in
higher costs to Customers than would have been available
through arm's-length contracts, Consequently, as will be noted
below, the hearing in this docket waz not over whether & market

Pricing system should be sdopted but, rather, how it should be
adopted.
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THE TECO AFFILIATE SYSTEM

There are two primary components to the TECO affiliate
coal sup;ply system:

1. The coal supply affiliate (Gatliff Coal
Company): and

2. The waterborne transportation system
(TECO Transport and Trade Cotporation).

acliff al mpan

Gatliff Coal Company (GCatliff} is a subsidiary of TECO
Cozl, Inc. which, like TECO, iz a s.bsldlary of TECO Energy,
Inc. The other subsidiary of TECO Coal, Inc., Rleh Mountain
Coal Company controls a handling facility with coal-sizing
capability on the MNorfolk Southern Rallrosd in Tennessee, but
is not currently operationsl and supplies no coal te TECO.

According to TECO witness John R. Rowe, Jr.. Assistant
Vice-President of TECO, TECO's Gannon Statlon units were
constructed in the 1950's and 1560°'s with wet bottom bollers
designed to burn Western Kentucky No. § coal having a 3% to 4%
sulfur content and low ash-fusioen temperature characteriscics.
This high sulfur, low dsh-fuslon coal was in abundant supply
sdjacent to the inland wWaterway system and was, sald Rowe. the
most lnexpensive coal that could be purchased. However, with
the passage of the Clean Air Act in 1570 and the assccisted
Florida State Implementation Plean, TECO found it necessary to
burn coal at Geannon Station which produced an sverage of not
more than 2.0 lbs. per million BTU of sulfut dioxicde, with a
maximum of 2.4 1bs. per million BTU of sulfur dioxide. The
requirement for coal that met the combined lew sulfur and low
ash-fusion characteristics created a serious fuel supply

problem for TECO at fits Gannon Station because such coal was
extremely rare according to Rowe.

Ll

To  meet the applicable air quality regulations., TECO
converted four of the six coal burning units at Gannon Station
to low sulfur oil and began a worldwide seacch in 1971 for a
source of low sulfur, low ash-fusion coal that would be
suitable for its bollers. The search revezled that there were
many foreign and domestic cosls that wvere low sulfur, but few
that also met the necessary ash-fusion and slagging
characteristics required of the Gannon wet bottom boilers.
Suitable seams of coal were found in the westetn United States.
but the high cost and lack of dependability of available
transpoctation were of great concern to TECO and, wultimately,
mile the use of these coals prohibitively expensive. Polish
coal was used for a time but labor and other problems shut off
the supply of this cosl {n 1979-80. Ultimately, suitable
castern coals were narrovwed to the Blue Gem seam in eastern
Fentucky, and test bucrns in 1973 revealed that it could
successfully be burned in the tweo largest Gannon Station unics,

Gatliff (then named Cal-Glo Coal. Inc.) mined the Elue Gem
sezam in lacge quantities in a market that was dominated by many
small producers. TECO first began purchasing coasl from Cal-Glo
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in  early 1973. Subsequently, when Cal-Glo  experienced
financial problems, TECO made it a loan te keep it viable and
finally purchased the entire operation by August of 197¢. Ir

1980, the State of Florida modified its sulfur dioxide emission
limits to peemit Gannon Units Noz. 1-4 to burn Blue Cem coal.
Since then, all six units at Gannon staticn have burned Blue
Gem coal. Cal-Glo Coal, Inc.'s name wa3s changed to Gatclife
Coal Company in 1982,

TECO's inmitial 1974 contract with Gatliff called for the
price of cosl to be established by an independent consultant's
survey of rarket prices. This practice was continued until
1978 when this Commission ordered a change to a cost-plus a
return on equity pricing System. See Order No. 7987 ir Docket
Mo. 760846. On March 2, 1978, TECO signed a new contract with
Gatliff, which provided that coal would be mined and supplied
to TECO on a cost-plus basis with Gatliff being entitled to
e3fn the same mid-point return on its invested equity as
allowed teo TECD by this Commission. This contract was appraved
by the Commission in Order No. B278 and its term was extended
through December 31, 1996. .

In 1381 this Commission hired the consulting firm of Emory
Ayers Associates, Inc. ro conduct a study to determine if the
cost-based price paid by TECO to Gatliff was ir line with
macket prices. The Emory Ayers study concluded that the
cost-based coal price was in line with the market for the long
term supply of this type coal and the study establishes a
fedsonable market price for this coal as of 1581,

TECO submits that {ts control of : sizable ceserve of the
relatively scarce Blue Gem coal in the eastern United States is
absolutely critical to the reliable operation of its Gannon

Station in view of the femaining lives of the boilers. TECO,
said Rowe, believes this coal provides ] least-cost
2lternative, which is  superior to other environmental

compliance solutions and assures that the wutility will have a
fource of envi:anmantlllr acceptatle coal for the remaining
lives of the Gannon units.

TECO Transport and srade

TECO Transport and Trade Corporation, iz a subsidisry of
TECO's parent company, TECO Energy. Inc. TECO Transport and
Trade in turn, has five separate subsidiary operating companies
which make up the Water transportation system, Except for a
small (less than ten percent or about 500,000 tons Per year)
share of TECO's requirements of Gacliff's sales, which are
delivered to Gannon Station directly by rail. all of TECO's
coal is delivered to Big Bend and Gannon Stations by barge
under the direction of TECO Transport and Trade Corporation.

Operates ten tow boats and over three hundred river barges. Ie
transports coal from the €oal fields near the Ohio River to the
Electro-Coal Transfer facility some 40 miles down river from

The Electro-Coal Transfer faclliey i{s over 200 acres in
size, provides an-ground storage for 4.5 milllon tons. and
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controls over three miles of criverfront. 1Tt was established in

the early 1960s and provides a location for river vessels te
discharge ¢oal and transfer it to ocean ‘vessels or ro ground
storage. Bulk products hauled for others are alsc stored or
transloaded by Electro-Coal.

Gulfcoast Transit was established in 195%% to carry coal
from Electro-Coal to TECO's genecating stations. It owns 11
occean-gaing, tug-barge combinations ranging in size from 9,000
tons to 38,000 tons. According to Rowe, Gulfcoast pioneered
the ocean-going, coal shuttle ides for coal to peninsular
Florida. Gulfcoast hauls coal for TECO and backhauls phosphate
and other bulk products for others. Wher Gulfcoast delivers
the coal to Tampa, it is off-loaded by G. C. Service Company,
TECO Transpart and Trade's stevedoring and ship repair group.
TECO Towing, the fifth component of TECO Transport and Trade,
was formed to move 1CC-regulated bulk commocdities and is
currently inactive. According to FRowe, the third party
transactions have provided significant savings to TECO's

ratepayers by spreading the fized «costs of affiliated
operations over a larger tonnage bese. ’

Mr. Rovwe testified that the transportation system was
formed to lower costs and provide relisble transportation of
coal for *he benefit of the utility's ratepayers. He said that
when the system was first formed, rail ratzes to Florida from
the Midwestern coal. fields were so high that coal was not
competitive with oil. Because TECO did not wart to be held
captive by excessive dependenca on rail transpoctaticen and a
feliable water system for coal delivery to Florida did net
exist, TECO, said Rowe, took the finitistive and developed a
Water transportation system beginning in 19% with the
formation of Gulfcoast and Mid-South. Initially joint ventures
with Peabody Coal Company and Virginia-Cacrolina Chenical

Company, these operations were wholly-owned by TECO by May of
1968,

From 1555 to 1965 the transfer of coal from river barges
Lo Dcean vessels was accomplished by "mid-streaming™ (direct
vessel-to-vessel transfer st anchor) between New Orleans and
Baton Rouge. When the mid-streaming proved unsatisfactory for
the long term, TECO and Peabody Coasl Conpany first leased an
existing transloading facility at Myrtle Grove and, then, in
October. 1968, incorpotated Electro-Coal for the purpose of
building and operating a more modecn transloading and storage
facility at Davant, Louisianna, some two miles south of Myrtle
Grove on the Misslssippl. According te Rowe, the new
Electro-Coal facility was finished in 196% and survived
Hutricane -Betsy,” which virtually demolished the old Myrtle
Grove terminal. By May, 1968, TECO had purchased Peabody's 50
percent ownership in Electro-Cosl and, thereafter, wholly-owned
all of the transportation companies.

Mr. William M. Cantrell, Vice-President for Regulatory
Affairs for TECO, testified that the cost-plus pricing system
should be modified because it had caused: (1)} substantial
requlatory concerns for the Commission; (2) & substantial
commitment of resources by the utilities in complylng with the
Commission's regulatory needs; and (2) catepayer doubts
cont  aing the use of a cost-plus concept. MHe said that while
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TECO believed that the cost-plus pricing system had been fairg
and reasonable from its fatepayers® prospective, the vellity
had wundertaken 4 * search for another acceptable pricing
alternative, which “ould continue to provide an assured,
reliable source of services and products from affilintes, ar &
competitive price, with far less regulatory tension,

Mr. Cantrell stated that the rmarket price approsch was
attractive from a theoretical point of view because it should
reflect the arm's-length value of the G00ds or services being
transfecred. To do this properly, he said, involved being able
to identify the PIoper product and geographic marketz in order
to compute comparable market Prices. He added that doing this
“as  extremely difficult in the case of the waterborne
transportation of coal to Tampa, as provided by TECO Transport
Trade, and the supplying of lov 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 & market-based sppreasch
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
independent parties. He sald that TECO was proposing such
contracts for both Gatlifs Coal and TECO Transport and Trade.

As testified to by Cantrell, TECO proposed a new coal
contract with & term.of ten years and 2 minimum annual tonnage
of 1.1 million tons, - It would have & base price set for the
1.1 millien minimum tonnage level and a Jlower prtice for
supplemental tonnage above the minimum. According te Cantrell,
the proposed base prices would ensure that TECO. at the
inception of the contrac:s, woule gay no more for coal tham it
did under the cost-plus Pricing system. ‘Beginning in 1989 the
price would pbe adjusted quarterly based upon appropriate
indices. During cthe fifen Yedr of the contract, a price
adjustment of plus or minus 10 percent could be made in the
adjusced contract pPrice {f It di’7ered from an sassessment of
what the market pPrice of the coal would be. Thetealfter, the
new contract price would be adjusted on & quarterly basis b
the use of indices. During the tenth contract year, TECO would
again assess the marketplace and determine a market-based price
for the coal needed 8t Gannon Station. Gatliff would have an
opportunity to match the macket 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 wunder the
Curcent 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 cthe base cosl contract price would be indexed by
Publicly reported indices trelated to ~labor,” “materials and
supplies,* and "maintenance and eguipment.”

hccordinn t0 Cantrell, the new transporatien contracts
would have terms of ten years with minimum annual tonnages of
1,750,000 tons for

iver 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 lower base
Prices for supplementa) tonnsges. Like the coal contract. the



PAGE '7 OF 2—

ORDER NO. 20298
DOCKET NO. B70001-EI-A
PAGE 7

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 macket. In the tenth vyear, the
macket would again be reassessed with TECO Transport and Trade
having the opportunity to match the new price.

Mr. Cantrell sald the base piice for the transpoctation
contracts would be similar to the price pald under the
cost-plus contract, which he said was, by all measures that
TECO could find, below a market price for the transportation of
coal. The transportation base prices would be indexed by
pPublicly reported indices for "fuel” and "variable® components.

Hz. Cantrell closed by saying that the proposed contracts
represented a market-based approach because they were similar
to the base price, indexed contracts commenly entered into
between arm's-length parties in the competitive macket.

Ms. Roberta S. Bassz, a Planning and Research Economist in
the Fuel Procurement Bureau of the Commission‘s Division of
Electric and Gas, provided an overview of the organizational
structure of TECO Transport and Trade Corporation and TECO Coal
Corporation, In addition to describing the organizational
relationships discussed in Mr. HRowe's testimony, Ms. Bass
described the contractual relationships between TECO and the
various affiliates and the manner in which costs were allocated
between TECO and non-utility business. Generally, TECO's
atfiliated goods and secvices have been provided a2t the cost of
providing them, plus a return on invested equity at a rate
equal to that of the mid-point on equity authorized to TECO by
this Commission. Likewise, costs are allocated between TECO
and third party business directly, where possible, and
otherwise on a percentage-of-use basis.

Mr. Hugh Stewart, General Engineer at the Federal Enecgy
Regulatory Commission, testified on behalf of the Staff of the
Florida Public Se:rvice Com=lssion. Mr. Stewart testified that
TECO's affiliate coal progeam had generally been successful
because it took the time to determine that the coal
Eransportation and production services were cost-effective
before it acquired an ownership interest in the facilities. 1In
this regard, he cited a study prepsred (for TECO., by an
independent consultant, before it committed to cosl, s.owing
that coal could be economically produced and shipped to the
Gannon Station. In the same vein, Stewart said that it was
only after Contracting in the competitive market (for coal
supply and transportation services that TECO acquired lts=
ownership interest in the barge operations and the transloading
facility. Stewart also testified that TECO contracted with an
independent coal mine engineering consultant te determine the
cost of producing coal from the Gatliff reserves before
acquiring &n ownership interest in those reserves. :

Mr. Stewart acknowledged that if the wet bottom bolilers at
TECO*s Gannon Station were to operate at maximum efficiency.
TECO not only had to obtain coal with lew sulfur levels, but
low ash-fusion chacacteristics too. He acknowledged that coal
of this type is relatively scarce and said that, after an
spparently extensive search, TECO discovered that coal of this
type wWas being mined by Coal-Glo Cosl, Inc. from the Bluv Gem
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Seam In eastern Kentucky. Stewart noted that TECO executed a
ten yedr conktract with Coal-Glo for the supply of cosl and did
not acqguire an ownership interest in the mining company until
after the mine experienced financial difficulries.

Mr. Stewart discussed the several expansions of annual
throughput ecapacity that had been sccomplished at the
Electro-Coal Terminal and voliced the opinion that the 196§
expansion from 4.0 to 6.0 million tons per year was justified
by TECO's Big Bend genecating units, the first of which was
scheduled to come on line in 1970. He said that ft was his
opinion that the subsequent expansions - to 12.0 million tons
per year in 1982 and to 25.0 million tons per year in 1984 -
were to meet expected export markets and that no allocation of
these expansions should be made to TECO's utility business.

On cross-examination, Mr. Stewart acknowledged that he had
developed a "sanity check,” using the publicly reported rail
coal rates pald by Florida municipally-owned utilities, which
showed that the total .transportation costs paid by TECO to its
affiliate were less than the surrogate talil cost.

Mr. John Pyrdeol, Energy Economist with the Energy and
Fuels Analysis Branch of the Federal Energy Regulatory
Commission, also testified on behalf of the Staff of the
Florida Public Service .Commission for the purpose of discussing
the benefits of a mirket price cap for affiliated transections
and to calculate the matket price for the coal TECO purchases
from its affiliate, the Gatliff Coal Company.

Mr. Pyrdol stated that it was important to utilize a
mariet price for the allowable cost of cocal purchased from an
affiliate because a market price attempted to replicate a price
resulting from an arm‘s-length transaction, where a utilicy
would have nothing te g92in, and something te lose, by accepting
a4 higher than macket-competitive price. By contrast. he sald,
a utility's incentive to pay the lowest possible price for coal
may be blunted or otherwise subordinated by a willingness to
acC¥pt 8 higher price from an affiliate mining operation.
Pyrdol contended that this willingness to accept a higher
affiliate price could stem from either: (1) & desire to keep
the affiliate ~whole=, even Iif the affilliste prices ate
excessive; or (2) to help the affiliate earn greater profits.

Mr. Pyrdol testified that cost-plus contracts of the type
between TECO and its affiliates are used almost solely when a
utility is buying coal from an affiliate supplier and almost
never in arm's-length contracts. He sald that the most common
form of arm's-length contract in the utility coal business is
the base price plus escalator contract. According to Pycdol,
the cost-plus contract allows the seller to recover all of its
costs plus a guaranteed profit. This allows the utility to
keep its affiliate supplier whole by paying all of lts costs of
production, while insuring its profit margin. In contrast to
this type of contract, Pyrdol said the base price plus
escalator contract does not give the supplier a guaranteed,
full cost pass-through, plus guaranteed profit. Rather. he
said, the base price Plus escalator contract (s set up to have
the price reflect competitive market conditions, both when the
base price is established and in any changes made to this
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price, In the base price plus escalator contract, a base price
is established at the outset of the contract, and then the
price is changed by a2 set of market-sensitive indices which can
increase or decrease the price. These indices, which are &
subject of contract negotiation, typically are publicly
reported and reflect changes in the components of productieon
such as labor, fuel, taxes and others. These contracts may
also contain "market reopener” provisions. which, after a given

number of years, allow the base price to be raised or lovered
to meet the current market.

Pyrdol said that the risk of non-recovery of costs in the
competitive, arm's-length coal transaction is borne by the
seller, not the buyer. He said that, similarly, this risk
should be borne by the affiliate mine and not by the ultimate
buyer, the utility ratepayer. Pyrdol testified that it was his
opinien that all of TECO's affiliate fuel-related contracts
suffered from the same potential conflicts of interest that vhe
coal contract was subject to, and that market-price caps should
be established for the barge and transloading contracts as
well. He added that he did not have the necessary information
to construct the transportation-related market prices and was,
therefore, rtestifying only to a market price cap for Gatlif?
coal,. Mr. Pyrdol noted that the Federal Energy Regulatory

Commission has used a market price test and cap for affiliated
coal operations since 1941.

Mr. Pyrdol said that there are many unigque characteristics
found in different regional and local coal markets serving
different wutility power plants and that, therefore., the
calculation of & micket price must consider the particular
circumstances of the coal market In question. He salid that
there are essentislly three ateps to be followed in determining
& market price for a given coal. First., the product market
must be identified. Second, the geographical boundaries of the
rarket must be determined. Third, select transactions should

be examined within the product and geographic markets in ocder
to determine the marke: price.

-

In constructing his market price cap for Gatliff ecaal,
Pyrdol testified that he 2ccepted TECO's representaticns rwas
the Gannon bollers requ.red low sulfur coal with low ssh-fusion
characteristics and, therefore, limited his anslysis to similac
quality coal. He next determined this type coal was found in
limited quantities in eastern Kentucky, parts of Alabsma,
Illinois, Tennessee, Virginla and in some western states,
After further analyzing these coal sources, he determined to
further limit his Analysis to cosl produced in the Blue Gem
Stream in eaztern Kentucky, where Gatliff is located.

In determining which transactions to include in his
analysis, Pyrdol elected to eliminate transactions on the spot
market and focus on transactions involving longer-term,
larger-volume contracts because the Gatliff transaction is a
contract arrangemant. He further determined that, generally,
eastern utilicies do not utilize coal that is both 1low in
sulfur and in ash-fusion temperature and, therefore, it was
difficult to find pPrice information to calculate a macket price
for the Gatliff coal. In lieu of the market price information
of comparable coal, Pyrdol used a 1981 study comelissioned by

Frallyy
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this Commission entitled = Macket Surveyr of Boiler Fuel for
Tampa Electric Company's Gannon Plant.® This study. which was
conducted by Emory Ayecs Associates. Inc. and flled with thnis
Commission on June 1, 1981, identified » CONntcact market price
for Blue Gem coal of $40 per ton as of 158l. To arrive at an
adjusted market price for Blue GCem cosl fof each year
1961-1987, Pyrdol said he adjusted the 1981 $40/ton price for
the Gatliff cosl by the Average annual percentege change in
prices experienced by all coal produced in Bureau of Mines
District (BOM) MNo. 8. poOM Ho. 8 includes eastern Kentuchky,
southern West Virginia, and Parts of Virginia and Tennessee,
and, according to Pyrdol, is the source of the “ighest-quality,
highest-priced coal produced in Appalachia. HMr. Pyrdol said
that when he compared the adjusted market prices to the actual
prices TECO paid to Gatliff, he concluded that the Gatliff
prices had been in line with the macket price from 1981 to 15E%
but had been higher than the market in 1986 and 1987,

Hr. Pyrdol recommended that the Commission limit the
fecovery of Catliff coasl through TECO's fuel sdjustment clause
to the adjusted market price for all future sales of the
Gatliff coal to TECO. 1In doing so, Pyrdol noted thast only a
pottion of the so-called Gacliff coal is actually produced by
the Gatliff mine. He sald the rest (s purschased from
independent mines at a price ($28-5)1/ton in 1984)
significantly below the cost of cosl to TECO. and averaged for
€ost purposes with.the coal actually preoduced by Gatliff,
Specifically, Pyrdol' szaid that in 1986, Gatliff actually
produced 689,000 tons of coal while it bought 860,000 tons from
other producers, Kr. Pyrdol took the positien that the
3djusted market price resulting from his methodology should
only apply to the coal actually produced by Catliff, vhile the
less expensive coal that Gatliff buys from independent mines
and resells to TECO szhould reflect the actusl purchase price to
Gatliff and not the higher market price. He sald that since
the Catliff/TECO coal contract required TECO to ctake only a
mininum of 500,000 tons Per year, TECO should minicize the take
of Gatliff coal andg maximlize its take of the less expensive
BlUk Gem coal produced by independent suppliers.

On cross-examination, Mr. Pyrdol acknowledged that his
adjusted market price was based upon the total sales of BOM
Ho. B coal to utilities and that it ald, in fact. include some
sales under spot market contracts. He accepted the ceroval of
the spot sales as being reasonable and acknowledged that thelr
removal, plus a quality chacscteristics adjustment suggested by
TECO's Mr. Cantrell would increase his 1987 adjusted market

price for Gutliff coal from approximately S$36.60/ton to about
$39.60/ton. v

M. Harcy T. Shes, Chief of the Buresu of Fuel
Procurement, Division of Electric and Gas, Florida Public
Service Commission, testified on behalf of the Commisszion
Staff. Mr. Shea testified that the Commission's fuel
procurement guidelines contained in Ocder No. 12645 state that
211 purchsses from affilisted companies should be priced at
levels not to exceed those available on the competitive market
and that contraces with affilisted companies should be
administered in & manner fidentical to the administration of a
contract with an independent company. Mr. Shea sald the

10
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Commission should evaluate the reasonableness of the cost of
fuel-related goods and services obtained from affiliate
companies by one of three methods.

Mr. Shea's ficrst and preferred method, where possible, was
to establish a “macket test™ or macket price by comparison to
the price of similar products ot services purchased in
competitive markets, His second preferred method was by
comparison to a price calculsted by allocating an affiliave’s
fixed and variable costs to utility operations and non-utility
cperations based upon tonnage of some other appropriate
measurement. A return on lnvested eguity could be zet egqual to
the midpoint of the wutility°s allowved range or egqual to Lthat
realized by other companies im the same type of business. Hr.
Shea's third and least preferred methodology was essentially a
cost-of-service methodology that -ould involve reviewing the
affiliate’'s expenses and capital structure to determine what a
tessonable price should be. Shea stressed that the last
methodology should only be employed when the market test and
cost allocation methodologies were not spplicable.

Mr. Shea testified that he would recommend "using the
rethodolory presented by Mr. Pyrdol to evaluste 2 comparable
market (F.0.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 affillates, but added
that he could not recommend such a methodology becruse he was
unable to identify . a sufficient number of comparable

transactions to define a market price for the services provided
by these companies.

CON s1ou

A3 8 result of this hearing and the companion hearing in
Docket No, B60001-EI-C concerning Florida Power Corporation, we
have concluded that it is desirable, where possible, to giuge
the reasonableness of fuel costs sought to be recovered through
8 utility's fuel adjustment clause by compariscn te a standacd
that attempts to messure what a given product or service would
cost" had it been obtained in the competitive market through an
arm’'s-length contract with an unaffiliaced third party. He
believe that limiting cost recoverty in this manner will best
serve the interests of TECO's customers by insuring that they
are not required to pay more than & market price for the fuel
component of their electricity because of an affiliacion
between their utility and a fuel supplier.

We note that no party to this doc.et has 2lleged that
either TECO's Gatliff coal or its TECO Tcansport and Trade
rates are unreasonable and should be disallowed. In fact.
after accepting the sdjustments urged by TECO, witness Pyrdol’'s
adjusted market price for Gatliff coal was within a dollar of
the actual price then being pald for that coal. Likewise,
TECO's affiliated waterborne rate for the entire route was
shown to be significantly lower than the comparable rail
rate/ton/mile being pald by several Florida Munleipal

electrical systems, whose coal and transportation rates are
publicly reported.

11
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Irrespective of whether any imprudence or wnreasonable
cxpenses are found and disallowances made, we dgree with the
parties to this case that a change from cost-plus pricing (s
Yarranted. While we believe that the cucrent system has been
generally successful in allowing only reasonable and pPrudent
COSts to be passed through the utilities® fuel ddjustrent
clauses, we concur with TECO's position that it has been
2dministratively costly. caused unnecessacy tegulatory tenaion,
and left the lingering suspiclon that it has tesulted in higher
Costs to a utilivy's customers.

Implicit in cost-plus pricing is the requirement that one
iz capable of €onducting a cost-of-service analysis af
business to determine that its expenses are both necessary &nd
reasonable, This is a methodology that is demanded for
monopoly utility services. and which usually proves to he
complex, expensive .nd time consuming. It is a methodology
which requires a high degree of familiarity with the capital
requirements and expenses necessitated by the operation of™the
business being reviewed. Cost-of-service analysis of affiliate
opecations places additional demands upon the requlatory agency
in terms of time, ezpense and acquiring additionsl expertise.
All come at some additional cost that must eventually be botne
by the ratepaver, either in his role as # custoser or as a
taxpsyer. Furthermore, there seems to be no end to the types
of affiliated businesses that we are expected to become
sufficiently famlliar. wien 30 that we might judge the
creasonableness of their costs on » cost-of-service basis.

Cost-of-service regulation for public  wutilicies is
necessicated by their monopoly status and the attendant lack of
significant competition, it  any, for thelr end produce,
Cost-of-secvice roagulation exists as the proay for competition
to Insure chat utilities provide efficient, suflicient and
adeguate service and at a €ost that includes only reasonable
and necessary exXpenses. Cost-of-service regulation of some
type is essential when there is no competitive market for the

product or service being purchased; it is superflucus when such
& competitive market exiscs.

There is asnother resson for switching to a market pricing
system that was alluded to in TECO's sctatement that the cucrent
System, no matter how outstanding the results, left lingering
suspiclons that it resulted in higher costs. That tuis might
be true may be seen by contrasting affiliated and
non-affiliated contracts. The latter, with few exceptions, are
characterized by Arm's-length transsctions entered intoe in the
competitive marketplace. Typically., the contracts result from
competitive bidding systems in which the contract is awarded to
the qualified bidder submitting the lowest bid. In any event,
the wutility's negotlator has clearly defined loyalties and
knows whose .nterests he or she is to protect. 1In contrast to
this, the typical affiliate contracec is let without the benefit
of competitive bidding. Instead, confident that the contract
will be given to the affiliste, representatives of the two

companies negotlate the cate at which the product or service
will be purchased.

Considering the many advantages offered by & market
pPricing system, we, as a policy matter, shall rejulire its

12




race | or 74

ORDER HO, 20298
DOCKET NO. E70001-EI-A
PAGE 11

adoption for all affiliated fuel <transactions for which
compacable macket prices may be found or constructed.

In concluding, ve note the following caveats: (1} from the
record in this case, we s:e convinced that macket prices can be
established for the affiliated coals; (2) market prices for the
transporacation-related services should be established §f
possible. but i{f not. methodologies for reasonably allocating
costs should be suggested; and (1) cost-of-service
methodologies should be avoided, if possible

ED TIOR A HMEHT

In accordance with our directions at our September 6, 1988
Agenda Conference, our S5taff, the Office of Public Counsel and
TECC met to discuss the methods by which market pricing could
be adopted for the affiliated coal and coal transportation
transactions between TECO and its affilistes. As a result of
numerous and lengthy negotiations, the parties have asrrived at

a Stipulation (Attachment A to this Order) which: they have
submitted for our approval.

According to the Stipulation, TECO shall be free to
negotiate its contracts with its affiliates in any manner it
deems to be fair and reasonable. TECO agrees to prudently
administer the provisions of its contracts. Furthermore, TECO
agrees to report to the Commission the asctual transfer prices

paid by it to its affiliates under the contracts in the normal
course af the fuel adjustment proceedings,

With respect to Gatliff Cocal Company. the Stipulation
provides a Dbenchmark for regulatory review of the coal
purchased by TECO from Gazliff by utilizing an initial market
price for TECO's transactions with Gatliff of $39.44/ton F.O.B.
Mine. as of December 31, 1987. For purposes of regulatory
review, this base price wlll be escalated or de-escaluated by
the annual percentage change in BOM District B Data for Coal
Shipggnts as reported on Form 423 for the weighted average
price per rillion BTU of contract transactions (excluding all
spot transactions), which meet TECO's Gannon Station
specifications for heat content, sulfur content, ash content,
and content and pounds sulfur dioxide per million BTU. An
example of the benchmark market price and calculation is shown

on Attachment 1 to the Stipulation, as well as the Gannon
Station coal specifications.

As described in Paragraph 7 of the Stipulation, a %%\ zane
of reasonableness will be established arcund the adjusted
macrket price for purposes of regulatory review. TECO's actual
transfer price paid to Gatliff, based upon the total average
price of Gatliff produced coal and coal purchased and resold as
Gatliff coal, would be the cost allowed for recovery through
TECO's fuel adjustment clause so long as the transfer price
tell within the described zone of reasonableness. If the
actual transfer price exceeded the ceiling of the 5% zone of
reasonableness, the excess would be disallowed for recovery
unless TECO adequately justified the ressonableness and
prudence of the excess. (See Appendix 2 to the Stipulation}).
1f the actual transfer price fell below the floor of the 5%
rone of reasonableness, TECO would recover through {its fuel

13
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€lause only the actual transfer price.

Pursuant o 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 teasonable.
Hotwithstanding this, TECO agrees to the establishment of 3
benchmark price for coal transportation setvices to be used
prospectively for regulatory review purposes. While TECO
stated :that it will execute its new contrackts with TECO
Transport and Trade at approximately the currently existing
rates, which are less than current rall rates between the same
points, the reasonableness of its actual transfer price for all
of the transportation and transportation-relased services from
mine to generating plant would be compared to a coal
transportation benchmark price. As shown on Attachment 3 teo
the Stipulation, the transportation benchmark would be
calculated by avertaging the two lowest comparable
publicly-available, rail rates (in cents per ton-mile) for cbal
to other utilities in Florida and then multiplying that average
times the average rail miles from all of TECO's coal sources to
TECO's generating plants. The product would then have added to
it the costs of privately-owned rail cars on a per ton. per
trip  ©basis, The total would be the coal transportation
benchmark price. The actual transportation transfer price paid
by TECO to TECO Transport and Trade, pPursuant to its contracts,
would be recoverable through the (fuel adjustment clause, as
long as it was equal to or less than the benchmark price. Any
excess above the benchmark would be disallowed for cost
recovery unless justified by TECO.

Pursuant to its terms, the Stipulation would be effective

upon Commission approval, vhich was provided at our October 1B.
1988 Agenda Conference.

In hiz letter forwarding the Stipulation, counsel to TECO
represented that he had supplied counsel to the Florida
Industrial Power Users Group (FIPUG) [the only other pacty to
the proceeding]l with a copy of the Scipulation and had been

sdvised that FIPUC had no objection to the Commission's final
action on ic.

We believe that the proposed Stipulaticn meets our policy
guidance and iz in the public interest and shall, therefcre.
approve it. Briefly, with respect to the coal, the initial
price is consistent with vitness Pyrdol's modified methodology
for wvintaging the 1981 cost determined by the Emory Ayers
study. Likewise, the initial price is consistent with the
price TECO has recently been paying for this coal, & price no
party has sought disallowances for,

The initial coa' benchmark price will be escalated or
de-escalated by the average annual percentage change in a large
number of contract coal transactions for coal mined in the same
BOM District as the Gatliff coal. Only those contracts that
meet or exceed TECO'S Gannon Station quality specifications
will be included. These factors. coupled with the fact that
many of these contracts were executed at approximately the same
time az the Gatliff contract, go a2 long way towards fulfilling
the goal of replicating a comparable coal for market priciny
purposes. We are confident that the changes indicated by this

14
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large group of contracts will adeguately refllect changes in the
“macket.”

1t one considers the objective of <coal transportation
secrvices to be the movement of the coal {rom the mine to the
generating plant, then rail service and the total waterborne
system are not only comparable, but competitive to a large
degree, a5 well. We believe using the average of the two
lowest publicly available rail rates for coal being shipped to
Florida will provide a ressonable market price indication of
the value being provided by TECO's affiliate waterborne system.

In view of the above, it is

ORDERED by the Florida Public Service Commission that
market-based pricing for affiliate fuel and fuel transportation
services shall be used for the purposes of fuel cost recovery

vhere a market for the product or service i3 reasonably
available. It is further a

ORDERED that the Stipulation (Attachment A) of the pacties
to this docket detalling methodologies for calculating marketr
prices for Gatliff coal and the coal transportation services ot
TECO Transport and Trade Corporation is approved.

By ORDER of cthe Florida Public Service Commission,
this _ 10th day of KOVEMBER . 1988 .

STEVE TRIBBLE, Director
Division of Records and Reporting

{ SEAL)
MBT .
by: ChEL Bureau of Records
Q71 FURTHER PROCEEDINGS OR JUDICIAL REVIEW

The Florida Public Service Commission is required by
Section 120.59{4)., Florida Statutes. to notify parties of any
edministrative hearing or judiclal review of Commiasion orders
that i3 available under Sectlons 120.57 ocf 120.68, Floricda
Statutes, a3 well as the procedures and time limits that
apply. This notire should not be construed to mean all

requests for an administrative hearing or judicial review will
be granted or result in the relief sought.

Any party adversely affected by the Commission’s final
action in this matter may request: 1) reconsideration of the
decision by filing a motlen for ceconsideration with the
Director, Division of Records and Reporting within fifteen (13)
days of the issuance of this order in the form presctibed by
Rule 25-22.060.. Florida Administrative Code: or 2} judicial
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review by the Florida Supreme Court in the case of an electric.
543 or telephone utility or the First District Court of App=3l
in the case of a water or sewer utility by filing a notice of
4ppeal with the Director, Oivision of Records and Reporting and
£iling 2 copy of the notice of appeal and the tiling fee with
the appropriate court. This £iling must be completed within
thirty (30) days after the issuance of this order, pursuant to
Rule 9.110, Florida Rules of Appellate Procedure. The notice
of appeal must be in the form specified In Rule 9.900(a).
Florida Rules of Appellate Procedure.

16
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION
In re: Investigation fnte Affiliated DOCKET HO. B70001-El-A
Cost-Pluz Fuel Supply Reiationships Submitted for flling 10/11/08
ef Tampa Electric Company )] 2!
)

STTPULATION

1. At the Comalssion's Agenda Conference on September 6, 19B8, the
Comalssion reviewed the affilfated cosi-plus fuel supply relatfonships
between Tampa Electric Company ("Tampa Electric”™) and fts affiltates,
Garliff Coal Company ('ﬂlll!ff‘} and TECO Transport and Trade ("TTT"), and
determined that tnst-p1u$-prlc1ng should be replaced with market pricing
for fuel supply relationships of Tampa Electric wherever possihle.

2. In accordance with the Commission's direction, Staff, Office of
Public Counsel ("OPC") and Tampa Electric have met to discuss the methods
by which market pricing can be adopted for the affilfated coal and coal
tramspertation transactufons between Tampa Electric amg 1vy affiliates Ay
4 resUit of these ciscussions, Staff, OPC and Tampa Elactric agree as
follows:

3. Public Counsel and Staff agras that the szecific cantract
format, including the pricing indices which Tampa E-'ifcu!: may include in
L5 contricts with 1ts affiliates, are not subjert to this proceeding and
Tampa Electric may nefotlate 1ts contracts with itz affiliates In any
manner it deems to be falr and resscnable. Tampa Electric agrees 1o

prudently adsinister the provisfons of such contracts.

17
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ATTACHMENT A

i The transfer prices paid by Tampa Electiric under contracty with
Tt affillates shall be reported te this Commistion In the rormal course of
the fuel adjustment preceeding,

atiiff 1 an

5. In order to provide a benchaark far regulatery review of the
coal purchised by Taspa Electric from Gatliff, Seaff, Public Counsel and
Tampa Electric agree that the fnaftia) market price to be vied for computing
the regulatory benchmark for Tampa Electric's trangactians with Gatleff
should be $39.4¢/Ton FO3 Mine as of Decesber 31, 1%987.

6. For purposes of regulatory review, this base price should be
escilated/de-escalated b;za market based incdes described in Attachment 1 to
this Stipulatieon,

7. For purposes of regulatory review, the benchaark price shall be
2 band of 5% around the adjusted price determined a3 described in paragraph
6. The results of this caleulation will be applied as follows:

i, The bencheark price will be used to evaluate the average
purEE:s:d price of coal fros Gatlifr

b. Prices patd above the benchzark would be disallowed for
cost recovery, unless justified by Tampa Electric,

c. An example application of thiy =sethedology 13 shown in
Attachment 2 to this 51spult}1un titled "Public Counial's Market Price

Application,™

i8
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8. The partfas agree that the record in this proceeding indicates

that the prices currently paid by Tampa Electric to TTT are reascnatle.
9. Tazpa Electric, however, |gr."5 to the establithment of a
benchaark price to be used prospectively for regulatory review purposes. )
10.  The coal transportation benchmark price will be the average of
the two lowest comparable publicly available raf) rates for coal to other
utflities in Flerida. This ratl rate will be stated on a certs/ton-nile
bisis represcniing the comparable total elements (f.e., maintenance, train
size, cdistance, ownership, c;:.} for transportation. The average cents
per ton-mile sultiplied by the average rafl efles from all cosl sources to
Tampa Electric's power plants ylelds & price per ton of transportation.
The result will become the "benchmark price” as shown on Attachsent 3.
2. The bercheark price will be used to evaluste wiater
transportation of coal services provided by TTT %o Tamps Electric.
- b. The price pafd for water transportation of coal by Tamps
Electric above the benchaark price would be disallowed for cost recovery

unless justified by Tampa Electiric,

General Provisions

11. The approval eof this Stipulation will completely resolve all of
the fssues pending 'n this matter.

12. This Stipulation 13 based on the unigque factual circumstances of
this case and shall have no precedential value in proceedings Involving

other uiflities before this Comalssion. The parties to the Stipulatien

19
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reserve the right to assert different posfitions on any of the Fatters
contalned 1n this Stipulatfon Ir tLhe Stipulatfon Is not accepted by the
Commission.

13.  The parties hereto shall not unilaterally recomeend or suppor:

the modification of this Stipulation or discourage fts acceptarce by the

Comalssion.

18,  The parties hereto shall not reguest reconsideration of or
appeal the order which d4pproves this Stipulatien.

15. The parties urge that the Commission take fima) agency action at
the earliest possible Agenda Conference gpproving this Stipulation,

16. This Stipulation “shall be effective upon Commission approval,
In the event that the Coralssion refects or modifies the Stipulation, in
whele or in part, the parties dgree that this Stipulation i3 void unless
otherwise ratified by the parties, and that each party may pursue 1ts
fnterests as those interests exist, and that no party will ba bourd to or
make reference to this Stipulation before this Com=isgion ar ary court

~17.  While Staff for finternal reasons prefers to  signify it

agreement with this Stipulation by writing a Staff sescrandum recosmending
spproval of the Stipulation, the Electric and Gas and Legal Staff of vhe
Florfde Publlc  Service Commission has reviewed this Stipulation
steultaneously with the sfgning; has given fts approval of the specific
language contained hereln. and has coesftted to subalt its recomsendation
requesting approval of this Stipulation by the Commission; and has
committed not to unilaterally recommend or suppart the modification af this

Stfpulation or discourage fts dccaprance by tha Cosmission,

20
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DATED this 13th day of Oclober, 1588,

2t
AVIS PATHE L7
0fJ€e of Public Counsal Offfice of Public Counsel
624 Fuller Warren Butlding 624 Fuller Warren Building
202 Blount Street 202 Blount Street -

Tallahassee, Florida 32301 Tallahassee, Florida 32301
(904) 48E-9310

($04) €88-9310

lelour: 7.

LLl = WILLIAM N, CANTRELL
McHullen, HcGehen, Vice President - Regulatory
Carothers and Proctor Tampa Electric Company

t Office Box 191 Post Offfce Box 111
Tallahassee, Florida 32301 Tampa, Florida 31601
(50&) 22¢-911%

(B13) 228-4332
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ATTACHMENT A

TAMPA ELECTRIC COMPANY
DOCKET WD, BTO00)-E]-A

EXAMPLE BENCHMARK MARKET BASED COAL CALCULATION

The base price
the annual percentage
reported on Form 42)

Contract transactions (esxcludin

of $19.44 a3 of December A1, 1987 shall be adjusted by
change 1n BOM District 8 Data for
for the weighted average price per mililen BIU of

Ceal Shipments as

Spat transactions) which meet Tampa

Electric’'s Gannon Station spect featfons (Hote &) for heat content, sulfur
© content, ash content and pounds sulfur dicuice per millicn BTU.

Exasple: -

- ﬁé’f‘gﬁ {:::: ;; = 5¢0.10

Revised Benchmark 40.10 x 1.0%

Hotes
1/

&f

Hypothetical indes value for
Actual index value for 1987.

LY
&/

= tone nf reasonableness.
Specifications as follows:

Heat Content
Sulfur Content
Ash Content
Sulfur Dioxide

(Note J) = 542,11

1988.

12,500 BTU/ 1L minimus

1,55 minimya

9.0% maxinmun

2.0 pounds per mill1on BTU marimum

22
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JNSEL'S MLERET

) APPLICAT

-~-Gazliff{ coal purchrased !

FO3 mine $i5/z0n

Tons purchased 500,000

Total cos: .. $22,5%00,000
==Harre: BSenchmark $40/%00

-=Cost rezoverec through fuel clause

$40/zon x 300,000 = $20,000,000

==Cost cisalloved recovery

420,000,000 - $22,500,000 » $2,500,0C00°

- The company would have to provide juc:ificazion belore

recovery of these cos: wvould be alloved,

e ’ e 2 ey
L, This would include :ihe zozsl everase price I Gatllil

produced cozl end coal purzhesesd asd resold a5 Gazifff eosl.

<3
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TAHMPA ELECTRIC COMPANY
DOCKET KO. B70001-E1-A

EXAMPLE BENCHMARK TRANSPORTATJON CALCULATION

Average Ratl Mileage to Tampa 978 miley (Note 1)
x Average of Lowest Two Publicly-Available
Florida Rail Rates k£ 1.98 c/ton-mile (Note 2)
£18.29
"+ Costs of Privately-Owned Rall Cars + 2.00
= Transportation Bencheark - $21.29 (Note 1)
Notes

v Weighted average rall miles from a1l coal seurces for Tampa
Electric to plants. Thiy §s tipected to be $7¢ miles for 1989,

&/ ’*Etﬂll per  ton-mile for publicly avatlable Floriga wutility raid

coal transportation rates, For example, the current publicly

available rafl rates to Florids vtflities on a cents per ton mile

basis for 1988 are as follows:

JEA

1.92 ¢*
Orlando 2.0) ¢
Lakeland 2.0 c
Calnesville 2.¢5¢
"Average of Lowest Two 1.98 ¢

¥ tateutated by multiplying average rafl mileage to Tampa by
Florida rafl coal mirket cost (cents per ton-mile), then adding the
costs of privately-owned rafl cars. This benchmark will be compared
to Tamps Electric's welghted average water transportation cost from
411 Tampa Electric coal sources.
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DEFONE THE FILOWIDA FUBLIC SERVICE ComM1ssion

In R Fusl and Purchased Power | DOCKET no, %)1000i-C1
Cost Becovary Clause and ) ORULEH N0, FeC-91-@44 y-ror-ct
Cenarating Performance Incenl lve § I5SUFR: OV 2379)

Factor. 1
I

Tha following Comalsnloners partivipated in the divpoiitien af
thls matter:

THOMHAS M. NCARD
EUZAM F. CLANK
J. TERRY DLAION

OHOEN_APFROYIUG FROJECTEL EXPENDLTUIES

AND_TRUE-UP AMOUSTI Fou_ FUFl, ADJUSTHENT FACTOE:
GFIE_TARGETI. BANCES. AND REWARDS:_
PROJECTID EXPLMDITURES AND_TRUE-UL AMQUITS
EDf_O1L DACEQUT COST MECOVENY FACTOWSL

FOA_CAPACITY COST MECOYERY_VACTORI
BY THE ComMISSION:

As part of this Commimsion's continuing fuel cost recavery,
oll bBackout cost recovary, capacity cout recovery, consecvatlon
cost revevary, end purchased gas cost vecuvery prucesdims,
hasrings sre hald In February and Auquat of each year. rursuant Lo
notlce, & hearlng was hald In Lhis docket aml In Dockels He.
$3I0002-KC amd 330003-GU on Februsry 17, 199). The ubilitiuvs
submitted teatimony and exhiblts in sur °t of thelr proposwed fuul
adjusteent trus-up amounts, fuel cost . +ury factors, generating
petlormance |Incentlive [factors, oll . chout true-up amounls,
capacity cost recevery faclera aml related lssves.

Fenl Adiustment Factors

We find that tha approprista filmnal fuel sdjustmant true-up
amounts for tha amounts for tha porlod April, 1991 through
Saptenbar, 1991 ares as followvs:

4241 513,043,208 Underrecovery.
[ELL $13,54%, 567 Undercocovery.
FRUCL $170,987 Undarrocovury. (Marlanna)

$19,911 Overrecovery. (Fernandina Deach)

ORUER WO, PSC=93=-044d-FOr-Li
NOCHET WO, %i0001-K1

PAGE 2
QULTL S0, 717,119 Wiklarracuvanry.
TECD1 L1, 409,497 Umwlerrecovery

The eotimsted fuol adjusteent tree-up ascunts for Lhe perlod
oetober, 1991 Lhrowgh March, 1991 are as (ollove:

rren $81%, 207 Umley s ecavery.

IrLi $30, 415,048 Unalurrecavery.

yrucy SimG, 021 Undurrecovery. [(Marlamna)
$3,011 Undercecuvary. (Ferasndlna Beach)

ouLF} $1,199 947 bmleryveoweiy.

TECOL §4a1,9)4 Ovarrecovary.

Tha totasl Liues-up amounts tu be vollocted dwileg Lhe o
April, 199 thivangh Seplesbar, 199) aie as Colluws:

[rci $14,6708,497 Underrecovery.
4 {11 43,90, 61% Unlorrecovery.
Treci §14%7,008 Underrecovery. (marianna)
Si4, 100 Dvarrecovery, (Fernamllos Buach)
GULFL §2,912,00) Undarrecovery.
TECOI $1,247,%6) UBmlerrecovery

Finally, the appropriate lavellzed fuel cost recovery (aclors
for the period April, 1933 through Seplesber, 132 are as fullows:

rei 2.171 cents par kWh - Standard rates’
1,780 cents per kWh - TOU On=-Feak rates*
1.8%4 cente per kWh - TOU Off-Peak ratess

! snefore llne loss adjustmant. ;E g=HgEm
§s§5§§§
§§§ 1%
3 o
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getarmination plecemeal, Therefors, we withhold appraval of ¥YrL's
recovary of thoss feus at Lhis Rise, pemdling our investigation In
the generlc dochal.

he following lasue, simliar to the lssue for Florlda Power
Corporation, has been deaterred to the Auvgust, 193] fuel procesding:

should Florida Power and Light Cospany Le
persitted to recover through  the  fuul
sdjusiment clause §$2,.580,000 In paysentu Lo
the vspsrtiment of Enerigy [0OK) for costa of
the decontaninat jon amd deconmisslonlng of Lthe
pOL's uranius enrichsent plante?

for this period we will parmit FPL to recover ite payments Lo
BOE for the costs of Lhe decontamination and decommissloning of the
poE‘s wranlus wnrichssnl plants, sl joct L vefumd pemding our
decimion on the lssue In August.

Florida Powsr amd Light Compamy alse reguestsd Tthat Lt De
parsitted to recover through thoe fusl adjuctmant clauss $4, 087,634
in litigation costs associated with the IHC contract arbliratloo.
We C[ind that the Litigation costs fpcurred In tha 1HC cuntract
dispuite verse reasonably related to tha cost af fuel, reasonably
sppected to reswlt In reduced fual cost for the retall ratepayars,
and thus approprlate [ur recovery through tha fuel clauna.

Terpa Llectric Company

In Auqust 1792, ve deferred the following lssusa to thia
procesding:

What |s tha spprepriata 1931 benchmark price
for coal Tewpa Electric Cospany purchased from
its affillate, Gatlliff Coal Company, Al

flam Tampa Electric Cospany adeyuately

justifisd any costs assoclated wilh Lhe

purchasa of coal froa Gatliff coal Comspany

that are In excess of the 1991 benchmark
- price?

At Public Counsel's request, tha following lssues vas alsa
echeduled to be heard in this provesding;

GROFEA WO, PEC-9]1-0443-10F-L1
DOCEET MO, 310081-FI
PACE &

Shaald TICD be ordered Lo refum] Lhe sacsan
coot of Catllif coal above the 19%] Luschaaik?

These lssues relates Lo the market-Lased pricing mathuodology we
establiched In Order to, 10398 (Duecket fa Biooal-El-A) Lo weasiure
the apjyoprisie voat of coal TECO purchasas from ita affllilate,
Catllff Coal Company. The msthodology we astabil lahed al Lthat [iso
vas dovelopad Ly stipulation batweon TLCD and Lhe Off lve of Pullle
Comimnal .

Tho day before the hearing In this procesdimg, TECO ami Lhe
Gffice uf Pulilic Cutnnel silslited a new stipulat lon Lhat revised
Lha mathodelogy Ly which Lhe sppioprialeness of TUCU s Catliff coal
purchases will tw sasured from 1991 Lo 1¥9y, Tha new stipulation
rusolven all cutsbemlie] issoes felated Lo the priclhisg of TICO's
cual purchases from Catliff through 19%2, amd it provides thal TECO
will roduce Ils recoverable fuel vspence Ly 410 milllon aml credlt
el asuunt Lo 1ty valwpayers. The adjustsent Wil ] L wmaide over
Lhe 12-manlb povicl froee Apral, 1993 Lhroneg Harch, 1994, Interest
will be Inclwded.

The revised sethodology developed by TYOO amd Pulid le Counsel
estabil ichus a boglnnlm bess pflce of $18.00 pur ton ron Mine as of
oceslar 31, 1992, That base price will o cscalsted or do-
ascalated Ly the annusl percontage change in the Consusar Price
Inden, All Uilan Consusers [CPI-U). The stipulatlion providas that
tha welghbe! average ansusl price TECD pays to Gatliff will Le
Jisallowed fov [usl cost secovery purposes 1f that price exceoods
the price sutabilebed Ly the mothudology descrilbed above.

we approvae ithe new atipulstion revising tha =method to
determing Uhe appropristensss of the cost of TECO's coal purchases
from its affilists. Tha Jdetails of the revized mathodology sre
provided In paragraphs 12 =14 of the stipulation attachsd to this
order as Attachssut ©.

generating Perfurmaiwe Incentive Fector (GELEL

Thers was ne controversy ssong the partles at this hearing as
to either tha appropriate Grir revard or penalty for past
performanca or the propossd GPIY targats and ranges for pavforsancs
in the vpcoming pericd. The pactles agieed Lo, and we approve, the
following CFIF revards for the period April, 1992 thoough
foptusbar, 1981.

|
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PAGE 1 :
4499 21,311,009 reuard,

ERL: 43,020,173 Feward.

GULrL powaisl $127,%84,

TECOL peward of §118,%10.

The parties slso sqessd to Largats and panjus fur Lhe par hosl
april, 1931 throuwgh Saptambar, 1993, whlch ara shown on Attachsent
¢ to Lhis order. We approva those targets aml ranges.

0j] packout Cost Recovery Faglor
1n sccordance with the agreesant of the parties, we fimnd tha
r final oll backout trua-ujp sscunt for tha paricd April, 1937
tnrough Septeslear, 1993 pericd to bat
L $3,436 Overrecavery.
TECOL $1,301,021% Owvarrscovary.

who estimated oll bachup Lrue-up smount for the pericd
octaber, 1992 throwgh March, 193], in:

rrLi §18%,32% Overrecovery.
ba {18 $708,47% Overracovery.

ha total oall backout tres-up amsunt Lo ba collscted or
rafunded durlng the perlod April, 1991 through septesber, 1933, U

TrLL $188,%61 Overrocovery.
TECOL $1,5380,247 Overrecovery.

Finally, wa find tha proper projected oll backmut coat
recovery [actor for tha pariod April, 139} through Septenber, 193],
in:

-

FELL .01 conts/kwh.
TECQL .06% cents/Evh.

GRDEW W0, PSC-91-0443- V0T (4]

DUCHET 10
FACYE B

sjool-Kl

Capaclty Cost Pecovery faclor

Wwe approve the follosieg Lhe (imal capacity cost racovaiy
e rus-up asounts for Lhe April, 1992 Lhrousgh Suptenber, 1993 period:

reci
rrLi
CULKY

TECO:

e |
o, Te) 6A8 Wedarrecaveny.

Hone, tulf*s Inltlasl g | wrmesial @ L s of a putihased power
capacily cosb fecavery fector oocu red dur i the Octoley
1992 Lhrowgh March 1393 recovery paried. As a result,
Cull doss wot hare a tFse-u]s dmsint far any pevicds priorc
Lo Octolar 1992

Mone. Sinca Tempa Electric did net have a capacity cost
recovery factor In effeck for the period April 1992 =
Seplospcr 1992, Lhers is no trua-up Lo conslider.

Me approve the following estimated capaclty cost recovery
true-up amcunts for the perlod October, 1991 thiough March, 127)

e
FELL
QULE:
IECPL

$1,667, 838 Underfecovery.
§29,006, 087 Overrecovery.
$1,713,114 Underrecovery.

£2,940, 455 Underrecovery.

us approve the fulluwing total capacily cont recovary Lres-up
amounts to La cullected durling tha perled kpril, 1993 Uhrough
Septenbar, 193]

rci
rrie
guLFL
TES2L

1,662,838 Underrecovery.
§23,214,181 Overrecovory.
$1,701,114 Underrecovery.

$2,940,455 Undarrecovery.
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DOCRET 0. $10001-E1L
PACE O

We approve tha following spproprists prejectad nat purchased
the recavery facter

pover capacity coat amount to ba Inctuded In

for the pariod April,

e $32,%78, 134 jurledictional.
ey $1%7, 333,871 jurisdictional.
evtls $1,001, 090 jurisdictional.
1EC0L $11,434,771 Jurlsdictional.

Wa approve tha follouving

1991 through Septasber,

1991,

projsctsd capacity cost recovery

fectors for ths parlod aprii, 1993 through Septesbar,

resi ns

ci-Transsission

CE-Primary

CS=-Secondary
&3-1001 Load Factor
Cs5D~Transmisalon

CSD-Primary

GSD-Secondary
cs-Curtallable
[S-Transmlaslon

1S=Primary

E 62

i
RE3

cs1
csn1
052
GSLDI fC31
GalD2 /S
CHLDY /5]
ISSTIO
asTIT
55TID
cILCD

- cILeT
HET
oLL/sL)
5L

TOTAL

L5-Light ing Service

0,20% cCente

o.1%%
0.199
@202
0.152
6,140
0.176
2.179
g.138
0.1453
@.147
0.057

o.442
B.422
0.377
0.38%
o.lee
a.7?
0.300
0.261
0.227
0.34)
0.264
8.34)
0.337
0.30)
8,37
0.40%

cents

par kwh
-

"i. s A @ N ANEED
-
-
[ 4
-

@ & B @R RN &R 0N EEDE

ORDCH W0, PAC-91-04ad-FOr-Ci
PBOCRLT WO, #I0GII-ED

PAGE 1O
GULF1 Sge Lable below:
CAFACLITY COET
HATE BECOVERY FACTORS
[T T ] A Eun
| W3, RST o.0u0
_Gs, CcsT 0.048
CEn, CEUT 0.03¢
LF, LPFT n.012
_rx, vxv 8.011
asl, odit 0.04%
o5t 0008 |
nsiv 0.001
%5 0.02&
TECOL
LET .217 cents per KM
cs, TS 179 cants par K
[<=1] L1AT cents par Kl
cilp, sSAF . 111 cants per K|
1g-1 & 3, SAI-} & 2 .B11 cents per KNI
SL, oL .012 centm per Ewm

The other capaclty cost recovery lesuas ralsed In this dochet
pertain to spucitic utilities aml suw disoussed below.

cespany=Opecific Cepagliy Cost Hegovery Inauss

Flgrlda Power and Liuht _Comsgany

Florida Pover and Light Company requested recovery through ihe
capacity clauss tha capacity payssnls assoclated with the 17808 Unit
pPovar Sales Agraamant ([UPS) with the Soeuthern Cospanien, Wa
approve rocovery. The 1988 UFS Agressent i & resscasble, prudent

[Tog wow




oe

aRoFW 1o. PSC=93=0441-FOr-C1
DOCRLT w0, %¥locoi-rl
FACE L1

aml necassary espanss Uhat bancfits FPLe customers sl Ia mwl
pelng recovecwd In any GLREr e,

tn vanziderstion of the alave, it 1=

ORDERED By the lorida Fublie Service Cosaisalon that the
findings and atlp .. fons sot focth In the body of this Ofder are
heraly approved. It s further

oRDEAED that |nvestor-cwned electric stilitles subject Lo cur
jurlsdiction are harely suthorised toa apply the {uel coat recovary
factors sst forth herein during the period of April Chrough
tesbar, L#3), and until such factors are madlfled by subsequant
order. Florids Powsr Corporation s suthorized to apply lts fusl
coat recovery factors on tha sama dates As any vate adjusimant
prdered in Uockast Ho. sioapo=-£1. It il furiher

ORDENDD that the entimated trus-up amcunts contsined In tha
apove (usl cost recovery factors ara haraby authoriced subject to
final trus-up, and further subiject to proof af the ressonallsnses
amd prudence of the expamiliures upon which the sscunts a&rs based.
it in turthar

OROCAED that the Canerating Parforsance Incantive Factor
revards and ponalty gtated in the body of this Ordar shall Ls
spplisd to the projectsd javal lzad fual sdjustment factors for Lhe
perliod ol April through Septembar, 1991, It is further

ORDECREID that tha targets and Tamges for tha Ganerating
rerforsance [ncentlve Factors sut forth herels are harsby sdopted
for the period of april through Saptambar, 1¥93. It Is furthear

ORDEMED that the estimated true-up amounts Included in tha
above 011 Backout Cost Recovery Factors ars hareby authorlzed
subjuct to final true-up, and further subjesct Le proofl of Lha
reasonsbleness and predencs of tha sxpenditures wpon which the
amounts are baded. It s further

OROCALD that the lnvestor-ownad slectric utilitles are hereby
suthorized to apply the capacity coat recovery factors sat ferth
woraln durimg the perled of April threugh Saptesbar, 1993, aml
untll such [actors aro sodifled by subsequent Order. It ls furthur

OHDER MO, PIC-R1-8443-7OF-T1
pOCKET MO, 910001-K1

rAGE 12

ORGERTD thal Lha eslleated Lyue-up amountes cunlalned in Lhe
above capacity cosl recovelry faciofs sis e Eyly wulbes bied wobijust
La fimal [ ST R aad  Ful ther wuls jeul tu paoal of Wha

seasonablenesn aml piwdence &f Lhe espendilursas Jpon which Lha
ampunts are baszed

iy ORDEN of the Florida Tublle Service Comsmlsslan thile 21y
day of March, 19%1.

pivislos af wrds aml Baport bivg

cosmlssloner Deason Dissents In Parl fros the decision in this
pochet as follova!

1 dlasent from Lhe Comsisslon's declsion to require Gull FPower
to reflect the cvapaclty rovenuas assoclated with Culf Power's long
- term non-flrm schedule £ cuntract with Floglds Power Corparalion
in the capaciiy cual recovery clauss. Az [ ewpressed at the tima
the clause wvas creatad, I have sarious ressrvations about sdding
new Costefrevenues to tha factor if thoss costsfrevenuss are nob
currantly Inclwled In the fuel adjustment clause. 1 Lalieve Lhal
s rats cass ls the bost tima Lo make tha deteraination about
vhothar proviously unrecognized lLoss chould Lo vecovaresl throwgh
the CTHC.

In wy visw Lhe setting of rates |a & rale case recognizes Lhal
a balanca ls achieved bDatween costs, Investment Al Tevenuss, Once
ihe Commisalon has engaged In auch & palanclisg and sel rates, thase
ratos ars dessad valld until changed. It la caly wvhen Lhesu vals
waklng cosponenis are shown Ly Lha y or othar pacly to Le oul
of Lalance i3 there a need to address, aither In & full - blown
rate case or & more limited procesding, a company's Coak TeCLVUrY.
The difglculty facing tha Comaluslon In thlis case only underscores
wy ballaf that a vats casas is the better place to undertaka tho
comprahenslve analysis that la nesded.

b} 40 d) 30vd
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ORODER WO, PSC=9)=0443-FOr-gl
POCHET WO, 910001-E]

PAGE 14

omnrR WO, PEC-33-0443=FOF=-E1
DOCKCT MO. 310001-El
FAGE 11

1 am cnly agreeing with the result reasched by the majority of
commiasioners with respect to Jenial of recevary of tha IIC
payssnts. [ balleve this smames analysies sat out above applles to
thoss paysents and would precluds recovery through tha eche priar
to &4 full rate Coaue.

BOTLCE_OF FURTHIR PROCEFDINGS OA.J UDICIAL REYIEW

Tne Florlda Publlc Sarvice conmleelon Ix requlred by Sectlon
120.59%104) . Ylorids Statutes, to motlly parties of any
sdminlstrative haaring or judiclal review of Conmiusalon orders that
Is avallable under cections 120.3%7 ur 120.68, Florida Stetules, &8
wall as the procedures and Clwe limits that apply. This notice
should not be conatrusd to mesn wll requests for an sdministrative
hearlng or judicial review will ba granted or rasult in the reliafl

sought .

Any party adversely alfected Ly the Cossission's Flnal act lon
in this satter may request: 1) reconsidaration of tha declslon by
filing & motion (or reconslderation with the Diractor, Division of
pacords and Hepoiiing within flftoen {1%3) days ef tha lusuancw uf
thlz eordar In tho fors prescrlled Ly Ruls 13-12.060, Florida

w-dllllltu.tlﬂ: coda; or 2] judicial revisw by tha Florida Supress
Court In tha casa of an electric, gas or talephone wtlilty or the
Hlut platrict Court of Appeal lun the case af & water oOF Asver
utitity oy flling a notice of appeal with the Dirscter, pivislun of
Records and Reporting and £iliny a copy of the notice of appwal and
tha flling fesa with tha approprlate courkt. This £11ing must be
ccmpleted within thirty (30) days after tha |ssuance of this order,
rsuant to Rule 9.110, Florida Rules of Appallats Procedurs. The
notlce of sppeal must ba Ln the form spacified in Rule 9.%00 (a),
florids Miles of Appallata Procedurs.
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EXHIBIT NO,

DOCKET NO. 980001-El

TAMPA ELECTRIC COMPANY

(DAB-1)

DOCUMENT NO, 3

FILED: NUVIMBER 16, 1998
BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION PAGE 1 of 19

In re: Investigation of Fuel
Adjustment Clauses 3¢ Electrie
Utilicies

DOCEKET K0O. 830001-EU

OPDER KO. 12645

T W i R et

ISSUED, 11-3-83

The following Commissioners participated in the disposition of
this matter:

Gerald L. Gunter, Cheirnan
Joseph P. Cresse
Susan W, Lelaner

John R. Marks, III
Katie Nichols

Pursuant to notice, a public hearing on the above natter was
held before the Florida Fublic Service Commlesion on June 1,2, 3
and 24, 1983, in Tallahassee, Florida.

Hatthew M. Childs, Esquire, 315 Calhoun Streat,

Tallahassee, Florida 232301, for Florida Power and Ligke
Cospany.

€. Roger Vinson, Esquire, and Edison Hollapd, Esquire,
Post Office Box 12950, Pensacola, Plorida 12576, for
Gulf Power Company.

Joseph A. McGlothlin, Esquire, Poat Office Bex 13350,
Tazpa, Florida 33601, The Florida Industrial Power Use=s
Group.

Stephen Fogel, Esguire, Office of Public Counsel, Roor £,
Holland Building, Tallahassee, Florida 33301, for the
Citizens of the State of Florida.

Kent R. Putnarm, Eagquire, Post Of%fice Box 1876,
Tallahassee, Florida 32302, for Florida Public Utilitien
Company.

Jamas A. McGee. Esquire, Poat Office Rox 14047, St,
Petersburg, Floride 33731, for Florida Power Carporatisn.

Lee G. Schmuddle, Esquire, Post Office Box 40, Lake Buena
Vista, Floride 32830, for Reedy Creek Utilities Company.

cames D. Beasley, Esquire, Post Office Box 391,
Tallahassee, Florida 232302, for Tappa Electric Companv,

Paul "Sexton, Esquire, M. Robert Christ, Esguire and
Charler L. Shelfer, Esquire, 1Cl East Gaines Street,
Tallahassee, Florida 132301, for the Comrission staff.

Prentice P. Pruitt, Esquire, Kathleen Villacorta, Eequire

and Patrick K. Wiggins, Esquire, 101 East Gaties Street,
Tallahassee, Florida 22301, Counsel te the Comrinnioners.

ORDER CONCERNING GENERIC ISSUES

BY THE CcoMMISSION,
Backzround

During the June, 1983, trus-up hearings certain “generic”
lesues were roised for consideration. The time alotted for
hearing was {nsufficient and a second hearing on these {souss was
held on June 27, 1983,
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Iesuss Presented

The following issues were raised in this procttdlnq:i

1. &hether the Comamission should require that all companv
inventory policles be supported and justified to the Commission®a
satisfaction by a cosprehensive and systematic inventory study? b

2. Whether or not a generic inventory policy should.be
adopted by the Commission on a standby basis and be applied by the
Connimsion for ratemaking purposes in cases where a utility fails
to justify an alternative inventory policy?

* 3, Whether fuel oil that cannot be burned for generation
should be maintained in inventory and, if not, how should it be
taken off the books.

4. Whether base coals that are nonrecoverahle for cperating
purposes should remaln a component »f coal inventory?

: S. When should a transfer of nonrecoverable bane coal to
Account 312 be effectuated and what ratemaking treatment should ba.
used to recognize the transfer?

6. Should the Comnission adopt specific standards for new
long-term fuel contracta?

7. What, if any, should be the Cosmission standarde for new
long-term fuel contracta?

8. Should cospliance with Comamission standards be a
prerequisite to recovery of new long-term fuel contract costs?

9. Whether affiliates and subsidiaries of utilities or
utiliey holding companies engaged in procure=ent of fuel or
services for a utility should be required to conduct such
activities under the same standard as a utility would be required
te mesat had {t purchased the same fuel or servicas,

10. W¥hether the Comz=ission should require that all utilitien
file a monthly report detalling all purchanes of fuel,
transportation and/er fuel handling mervices as proposed by staff.

1l. Whether the proposed monthly reporting forms should be
accorded specified confidential treatrent.

12, Whather the Cosmission should change the operaticn of the
clause to place a jurisdictional lisitation on the review of
prudence rather than treat prudence at the end of each six month
pericd and explicitly sake revenues subject to refund.

13. What is the Commission's current pover to review
expenditures during prior true-up periodas?

14. What ia the proper legal procedure for the Commission to
adopt & conservation reward/penalty methodology and to grant a
reward or impose a penalty?

15. Would the Commission Aeny due process if it were to arant
conservation rewards or Impose conservation penalties during the
June true-up hearings.

1These issues were commingled with other {ssues in the
Prehearing Order (Order No. 11999) and are not numbered the same
as in that order.
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16. Whether costs to be recovered by FPL should be calculated
using the originsl er the current versicon of the rule. (This
issue {s being preserved pending appeal by Public Counsel)

17. "Are net savings to be calculated on a monthly or six
month basis? (This issue is being preserved pending a petition
for reconsideration by Public Counsel}l?

Of these seventeen issues, the first twelve involve questionsn
of fact and policy, while the last five involve guestions of law.

Findinos of Fact

FPuel Inventory Policies (Issues 1 and 2)

In recent rate cases we have reviewed the inventory policies
of each of the four large generating utilities am part of cur
analysis of working capital requirements. Each utility's
inventery policy effects the level of fuel held in inventory,
which effects in turn the utility's working capital reguiraments
under the balance shest spproach. In each case we encountered
difficulties in analyzing each companv's policy and in Order No.

11498 and we found that Gulf Power Company's inventory policv was
not justified.

The staff has proposed that we require each utilisv to support
and justify its inventory policy by a comprehensive and evstematic
study. The staff envisions a procesding separate from & rate case
wherein we would review the results of each utility’'s s=udv and
rule on the reascnableness of its inventory peolley. FPL an1 FPC
agree that further study of inventorv policies is approoriate.
TECO and Gulf, however, maintain that any revisw of inventorv
policy should fall within a rate case.

We agree that Zurt) study of fuel inventory policles is
needed. However, we w not order sperial studies to be
pecrformed for approval separate from rate cases. Instead, we
axpect each utllity to fully document its inventory pollicwv in its
next rate case.

The staff has proposed a "generic” fuel inventory policy to be
applied in a rate case if a utility fails te fully juetifv itms own
policy. The staff's proposed policy i{s as follows:

1. Heavy 0i1 - 45 days projected burn plus normallv
unavailable oil.

2. Light 0{1 = 30 days turn at the lighest average monthly
rate during the most current and five vear pericd plus normallv
unavailable oll.

3. Coal = 90 days projected burn plus Base coal voluses,

All other parties objected to the adoption of a generic
policy. Each utility proposed that we rely on the record of each
cuse to identify the proper inventory level {f the utilitv's
Policy is not justified. Publiec Counzel also preferzed a
case-by-cese analysis.

If a utilicy fails to justify its own inventory policv in a
rate proceeding the Comsission should have & generic policy
available in order to evaluats the ressonableness of the dollar
amount of inventory requested in working capital. The generic
policy will not be used automatically {n the event that the
utility's policy is not justified, rather, we will strive to
determine an optimum policy from the evidence presented in the
rate case. If we cannot deterrine an optimum policy from the
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rfecord, we would have the opticn of using the generic policv, or
the generic policy modified by evidence of record. In such a
case, the utility would be free to desonstrate that the generic
policy would not provide acceptab.e inventory levels for ite
cperation or the utility could build an alternative inventorv

based on the generic policy with modification to meet {ts
cperational require=ments. .

The generic policy recommended by staff is not represented to
be the most optieal policy. S5taff witness Foxx stated that it is
not possible to create one generic inventory policy which {»
equally fair to all ut{lities. This is due to the differsnces in
the system generating characteristics of the utilities. However,
staff's proposed generic policy was shown to be reascnable %y Mr.
Foxx's testimony, which showed utility inventory levels througheout:
the nation in relation to burn levels. Although the levels
specified by staff's generic policy are not equal to the national
averages, we find the proposed generic policy to be reasonable.
He therefore adopt the staff's proposed ganeric inventory policy
for the purposes set forth above.

Nonrecoverable 0{1 (Issue 3)

Each utility that maintalins an oil inventorv holds a certain
azount of “nonrecoverable oil” in inventory. The point of
discharge in an oil storage tank is above the bottem, allowing
water and sediment to fall below the level from which oil is
pumped. Nonrecoverable oil represents the voluse of oll bhelow the
discharge pipes at the bottom of oil storage tanks. This
nonrecoverable oll typically contains a certain amount of
nonconbustible oll which must be processed before use as fuel
cil. It alsc contains a certain ampunt of combustible ofl, bhue
this oil cannot be removed for use without speclal egquipment.

The staff had originally proposed that each corpany estimate
the amount of combustible oll when filling its tanks and eXpense
that oil at the then cucrent price of ofll. The staff has modifled
that approach and now proposes that the value of all
nonrecoverable oll below the discharge value be expensed at
average unit cost at the next fuel adjustment true=-up and
thereafter expensed after each tank cleaning and refill at the
then prevailing cost. FPL and TECO propose to retain all
nonrecoverable oll in inventory and expense it cut at tank
cleaning. Public Counsel proposes that all nonrecoverable oil be

renoved from inventory and be amortized over the expected period
between tank cleanings,

We find that the value of all heavy and light oil which
norsally resides in the storage tanks below the norsal cperating
intake pipe and is normally unavailable should be expensed at the
end of the next fuel adjustment true-up hearing. This oil should
be expensed at the average unit cost of oll residing i{n the tenks
on the day expensed. If a tank is emptied and refilled, the
nonrecoverable oll should be expensed when the tank is refilled,

In recent rate cases nonavailable oil has been included in
working capital for utilities and those utilities’' rates currently
allow a recovery on the investment i{n that nonrecoverable oil. If
that oil is expensed off the utility should no longer receive a
return on it. Therefore, when each utility calculates the expeanse
of its nonrecoverable ofl it should likewiss calculate the revenus
effect of remcving that oil fro= rate base. The adjustment to the
fuel adjustment clause to expense the oil would reflect the offmet
of the rate base reduction, After the nonrecoverable oll has bean
expensad through the fuel adjustment clause the clause would
thereafter reflect an adjustoent to recognire the rate base
reduction until the utility’'s next rate case,
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Base Cocal (Issues 4 and 5)

Each coal pile maintained by a utility contains & certain
amount of "base coal” used to support the plle. This coal ia
normally low grade coal and is not expected to be burned as part
of noreal utility operations., Except for TECU, this coal ia
maintained in inventory in spite of the fact that it i{s not
expacted to be burned. All parties [except FPL, which uses no
coal) have agreed that base coal should be capitalized in Account
312 and depreciated over the life of the plant. TECO currently
accounts for its bamse coal in this sanner. We find that the
proper treateent of investment in base coal is to capitalize 1t (.
account J12 as proposed. MNormally, plant items such as base coal
wauld be depreciated over the life of the plant to which it
relates. However, we find that a shorter period of five years in
wore appropriate for the depreciation of base coal.

The staff proposes that we require the transfer of base coal
to account 312 in the next true up and allow recovery of
depreciation through the fuel adjustment until each comparv's next
rate case. FPC, Gulf and Public Counsel propose that no change
occur until the next rate case. We agree with FPC, Gulf and
Public Counsel. There is no need for extraordinarv measures in
correcting the accounting for base coal. A delay until each
company’'s next rate case is appropriaste.

Com=isslon Standards for New Long Term Fuel Contracts (lssues 6-5)

The staff had proposed that we adopt specific detalled
guidelines for new long-term contracts. The oricinal staf?
proposal envisioned a set of specific guidelines that a vtiliey
should meet in obtalining new contracts. These guidelines woulsd
cover solicitation and negotistion of new contracts. FPL, FPC,
TECO and GULF all opposed the adoption of detalled standards
governing fuel contracts. Each expressed s concern that detailed
standards would not be flexible encugh toc encompass all reasonabls
procurenent decisions. In response to the positions of the other
parties, the staff modified its proposal to involve & met of broad
guidelines to he adopted hy the Cosmission. More Aetailed
guidelines would be approved for use by the staff, but would not
be adopted for direct application by the Commission to each
utility. We agree that we should adept broad guldelines, as
Proposed by staff. Utilities will then be placed on notice as to
the basic procuresent standards we intend to apply.

We next must determine what broad guidelines should be
adopted. The staff, in ite final recomrendation, broadened the
standards that it has originally proposed. We view these revised
standards as appropriate and adopt them as our central poliecy on
new long term fuel contracts. The approved guidelines are sat
forth en Appendix A of this Order. These broad guidelines will be

augmented by more specific guidelines that we will approve for
internal staf?f use.

The staff proposed that compliance with the broadened
guidelines be a prerequisite to cost recovery through the fuel
adjustment. Again, the four utilities opposed the applicatien of
presst criteria as & condition for cost recovery. We find that
compliance with our central guidelines should not be a
prerequisite to fuel cost recovery. However, should a utility
f2ail teo comply with the our central guidelines It would have a
special burden to show that non-cospliance was justifled, In
addition, staff's detailed guidelines would be considered in any
fuel adjustment proceeding where staff sought to apply them to a
utility's purchases. We would then formallv determine whether
coppliance with staff's guidelines is also appropsiate.

The staff has aleo proposed that our guidelines be applied to
affi{liactes and subsidiaries of utilities or utility helding
conpanies engaged in the prﬂqurquﬁ of fuel or services for a
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utility. Public Counsel asgrees with the staff, stating that a
utility should show that its affiliated cospanies are the most
cost=effective providers of fuel and servicen.

We agree with the staff and Public Counsel. OGiven the broad
standards that we have adopted, we consider it reasonable to
expect purchases by affiliated companies for a utility to meet the
same standards as purchases by the utility ltself.

Monthlv Puel Reports (i{ssuss 10 and 11)

The staff has proposed that we require all utilities to file a
monthly report detalling all purchases of fuel, transportation and

fuel handling services and has recoonended the for= and content of
the report.

FPL im willing to provide the inforamation but suggests that
quality adjustments need not be included because thev are not made
on an involice by involce basis. FPC has no objection to providi.g
the information If we determine that the information cannct be
adequately reviewed by our monthly field audits. TECO states that
the requested informaticn is being compiled and submitted at the
audit staff's request. Gulf has no objection to filing the
inforoation, as long as it is done concurrently with the flling of
FERC's Form 42). All of the utilities atressed the need to
protect the confidentiality of information filed on the forme.
Public Counsel supports the staff's proposed reporting forms.

We agree with the staff and Public Counsel tha: the
inforcation requested by the proposed forms im a valusble and
useful tool in analvzing the prudence of utility fuel purchases
and related transactions. We f£ind that the information requested
by ataff should be providad on a monthly ba=zis, to be filed with
the Commisaion Clerk within 10 days after the end of the reporting
month unless the utility demonstrates a need for ar extension.

The monthly reportirs forms are to e completed on & plant
specific and supplies specific basis.

The first form proposed by staff is the Coal Receipt Analvsis
torm. One form would be completed for each plant. This fore
includes inforemation on the delivered price and quality of coal
received in each month from each supplier for each plant. The
point of receipt is usuvally at a river loading facility or rail
tipple where the coal is loaded into river barges or rall cars.
Separate involices fron a given supplier may be combined into one
entry if the coal was purchased under the same contract and
invoiced at the same price. Any retroactive or quality
adjustzments known at the time of filing should be included in the
appropriate colusna. MNetroactive and quality adjustments for voal
trom previous reporting periods would be attached am an addendun
to this form which already documents the time period involved, the
specific previously reported entries to ravise, the revision (in
total dollars and in dollers per ton) to sach previously reported
entry, and the nature or cause of the revision. If quallty
reports are rot avallable at the time of filing, they would be
updated in a similar fashion.

The second form proposed by staff is the Fuel Oi1 Receipt
Analysis which reflects the invoice information of oil deliverad
to generating facilities or terminals. One fore would he
completed for each plant or terminal. One entry would be made for
each supplisr for sach grade of fuel. PResidual fusl oil of
diffarent sulfur grades must be reported separately. Multiple
involces may be reported as one entry so long as the above
criteria are met. In the event multiple invoices are reported as
ona entry, the welghted average price would he reported.
Retroactive price changes and quality adjustments would be

raported as an attachment which docusments the previouslv resported
antry to revise, the nature of the revislon, sd the revision in
total dollars and dollars per barrel.

49
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The third fors proposed by staff ls the Coal Rafl
Transportation Cost Analysis forn which Aocuments the rail
transportation costs for coal shipped from each supplier to each
Plant. One form would be cozpleted for each plan:t. Retroactive
adjustments to this form would be reported in a similar manner as
above. The entries would be on o date shipped basis.

The fourth form proposed by staff is the Coal Waterborne
Transportation Cost Analvsis form which docusents the costs of the
various components in the waterborne coal transportation network.
One form would be completed for each plant. The entriss would be
or a date shipped basis. Retroactive adjustments would be made in
a sizmilar manner »s the first two forms.

The staff proposed that retroactive revisions or adjustments
to transactions previcusly reported would be included in the fors
cf an addendum which would be specific enough in nature to enable
the staff to revise the original filing of the form. The forme
would be required to be filed in a timely manner. We find that
the content of the forms proposed by the staff is reasonable and
except for reformatting to isolate confidential material (see
below), we approve the format of the forms as well.

Hext, we must determine whether any portion of the monthly
reports should be accorded confidential treatment. Wa agres that
certain portions of the monthly reports will contain proprietarv
confidential business i{nformatien. However, many portions of the
menthly reports will not. The proprietary informatien for all
tvpes of fuel {s transporzation. Any breakout of transportation
costs sust be treated confidentially. In addition, F.0.B. mine
prices for coal is proprietary in nature as is the price of fuel
oil. Disclosure of separate transportation or P.0.B. mine prices
would have a direct impact on a utility's future fuel and
transportation contracts by infor=ing potential bidders of current
pPrices paid for services. Disclosure of fuel oil prices would
have an indirect effect upon bidAing suppliers. Suppliers would
be reluctant to provide significant price concessions to an
individual utility if prices were disclosed because other
purchasers would seek similar concessions.

As proposed, staff's reporting forms comaingle confidential
and non confidential {nformation. By searegating transportation
and base fuel price information to separate parts of the form,
confidential material can be separated from non confidantial
material. Revised forms to accomplish this purpose are shown on
Appendix B of this order. Each utility participating in the fuel
acdjustment clause should file these forms monthly. Forme 423=1
and 423-2 would be public record. For=ms 423-1(a), 421-2(a) and
423-2(b) would be confidential and exempt fros public access.

Change in the araticn of the Fuel Ad4ustment Clause (Issus 12)

The staff has proposed tha% we change the cperation of the
fuel adjustment clause 3o as to clarify the nature of our
jurisdiction over amounts peassed through the clause. As proposed
by the staff, this change {s to be prospective in nature. We will
discuss our jurisdiction over amounts previously passed through
the clause as currently structured at a later point in this order.

he currently structured, the clause provides that utilities

are to justify their expenditures at & true-up hearing immediately
following each six month periocd. The staff proposed that we

change the clauss so that, instead of requiring proof of prudence
at the true-up icpediately following a six month period, we simply
lizit our jurisdiction over all transactions passed through the
fuel clause for a period of three years from the date we approve
the asmount at the true-up hearing. Under the staff proposal, {f
before the end of the three year period the Commissinn indicates a
need for further review for any specific transaction, the

S0
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Commission would explicitly retain furisdiction over amounts
passed through the fuel clause relating to that transactien. The
Commission may then continue jurisdiction over thome amounts until
a final order is issued., Cace a specific transaction which has
been explicitly set aside for review has been ruled upon hv the
Commimsion, the Commission would lose jurisdiction over that
transaction for the periocd reviewed by the Commission., The above
jurisdictional limitations would not apply for transactions when
fraud or other such irregularities can be shown.

Each of the parties responded to the staff proposal in
different ways.

. FPL proposed that unless a utility has fraudulently or throusgh
error provided incorrect or incomplete informaticn, or the amounts
paid have changed due to litigation or dispute, Commission
jurisdiction should cease after one year fror the date of the
transaction, unless the Comzission identifies a problem and
retaine jurisdiction over a specific transaction.

FPC agreed that the current s.x month may not be adequate for
proper review, but stated that the Comsission may not lawfully
extend its jurisdiction beyond a reascnably deteramined review
period in order to provide a catch-all for the possibility that it
may have overlooked something.

According to TECO, the Commission should firast enter a
provisional true-up order within sixty days of the end of ¢ » six
zonth period under review. The Commission should then prc  4e for
a further true-up followed by a final order after a reascnable
length of time. TECO submits that such final order should be

entered within one year of the end of the six month pericd undar
review,

Gulf's position i{s that unless the Coemission specificelly
reserves jurisdiction to allow further study of expendlitures,
jurisdiction lapses or approval of the true-up. The exception to

this limitation of jurisdiction are instances of fraud or
misrepresentations.

Public Counsel supported staff's approach.

The current structure of the clause creates two problems.
Firet, although under the current clause prudence is to be
reviewed at the true-up hearing after each six-month pericd,
varying positions have been stated as to our jurisdiction to look
st the prudence of transactions after a true-up order has heen
issued. Although we have now resolved the issue, a second problem
was caused by our prior practice of identifying gquestionable
transactions and pPlacing the associated revenues subject to
refund. In recent periods, utilities have preferred to stipulate
to continuing jurisdiction rather than have their revenues
explicitly made subject to refund. According to the utilities,
making revenues subject to refund creates a financial uncertainty

about those revenues, adversely affecting a utility's financial
position.

The staff's proposal achieves two goals It resolves all
uncertainty as to our jurisdiction over amounts passed through the
claune explicicly rttllnlng the power to review prior
transactions. Thus, the complex factual and legal probles
engendered by the structure of the current clause is avoided, It
also cbviates any desire or need to explicitly declare revenues
subject to refund, as jurisdiction continues without question.

The financial uncertainty that arises when revenues are declared
subject to refund is avoided. We therefore agree with the staff's
proposal that the operation of the clause should be chaaged.

Staff's proposal to place a time lisit on our jurisdiction,
however, is inappropriate. We see no justification in limiting
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our ability to scrutinize past transacticns. We fully intend to
review a utility's procurerent decisions solely in light of the
facts known or knowable at *he time a decision was Eade. The
appropriate limitation of ocur jurisdiction is based on whatever
statute of limitations or other jurisdictional limitations applies
to our acticons as B matter of law.

Under the new structurs, rather than explicitly considering
Prudence at the end of each six month periocd, we will consider
only the question of cosparing projected to actual results.
Questions of prudence require careful and often prolonged study.
thp a question arises as to the prudence of a utility's
expenditures, proper time should be taken to fully analyze ' he
question and resolve the matter on all of the facts availah s.
Often, a full sta?f analysis should be made before the matt«r im
formally included within the fuel adjustment proceeding.

From now on, each utility will be required at true-up orly to
demonstrate how the amounts actually expended for fuel and
purchased power compare with the aiounts projected for the p:lor
six month pericd. The true-up approved at that time will re’lect
the reconciliation of projected to actual results (with the
appropriate calculation of interest, other true-up amounts,
ete.). Although the burden of g:nving the prudence of its acticns
will rezain with the utility, the question of prudence will rrise
only as facts regarding fuel procurement justify mcrutiny.
Hopefully, we will be presented with cosplete analyses of
procuresent decisions in a timely manner.

At the true-up hearing that follows a six month pericd a
utility will still be free to present whatever evidence of
prudence it chooses to provide. We note that certaln utilitics
have periodically presented broad statements as to the prudence of
their fuel procurement activities. Such presentations are no*
inappropriate, but they hardly elucidate the subject matter. Fuel
prccurement is an exceedingly cosplex matter and a Adetermination

of the prudence of procurement decisions requires a complex
analysis.

While a utility may feel satisfied that it has properly met
its burden by such a presentation, we expact the guality and
quantity of evidence to be presented in support of the prudenc: of
fuel procurement decisions to match the complexity of the subject
matter. We will therefore accept any relevant proof a utilicy
chooses to present a true-up, but we will not adjudicate the
question of prudence, nor consider ourselves bound to do so until
all relevant facts are analyzed an placed before us. We will be
free to revisit any transaction until we explicitly deternine the
Eatter to be fully and finally adjudicated.

Although this order is being issued after the true~-up order
for the October, 1982 - March 1983 period, the restructuring of
the clause is effeccive as of that true-up hearing. Except for
the dealay engendered by an extended hearing on the generic {ssues,
we would have decided this issue in conjunction with the final
true-up decision for that period. Therefore, all fuel
transactions, beginning October 1, 1982, are subject to the newly
structured clause and Order No. 12172, the true-up order for the
October, 1982 - March, 19831 periocd is the first true-up order
under the new structure.

Future lul--nklng

flaving resolved thes above policy issues within an adjudi-
catory framework, we consider it appropriate to move toward
rulemaking and codify our policy. The staff is Airected to begin
drafting rules to encompass the policy decisions =ade in this

order.
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Conclusions of Law

Review of Prior True-up Pericds (Issue 13}

Periodically, we find it necessary *o review the prudence of
certain utility fuel procurement actions. Often the transactions
in question extend into prior six-month pericds. Trom time to
tire questions have arisen as to our authority to review
transactions in prior true-up periods. We find it appropriate to
fully resclve the issue at this time.

According to the staff, absent an allegation of prudence,
evidence of record thereon and an order making a finding of
prudence, the Commission may review expenditures made during prier
true-up pericds. According to staff, however, where & particular
transaction has been called into question by the Commission,
evidence in support of its reasonableness has been presented by
the utility, and the expense has not been disalloved, the
Commission should consider the prudence of that transactlon to
have been ruled on, even {f the order d4id not make an explicit
finding of prudence. In additien, the staff asserts that the
nature of the six-month clause and the manner in which costs flow

through the clause shows that a true-up order {s not truly final
as to prudeance.

FPL, FPC, Gulf and TECO all assert that Comelssion
jurisdiction over fuel transactions lapses st true-up unless the
Conmission explicitly reserves jurisdiction to allow further study,

Public Counsel's posizien is that the Commissicn =ay review
any expenditure that has previously passed through the clause and
disallow those costs that were imprudently incurred. According to
Public Counsel, the utilities are relieved of regulatory lza bv
the operation of the clause and, in exchange, the Commission and

ratepayers nust have sssurances that the costs collected £re
proper.

We conclude that the s:aff's view is proper. The gquestion of
whether we may review the prudence of ezpenditures made during
prior true-up periods is governed by whether the prudence
regarding of expenditures has been adjudicated. The lssuance of a
true-up order does not adjudicate the question of prudence per
se. As pointed out by staff, the true-up hearings have never been
relied upon by the Commission or any other party as the point at
which prudence is actually reviewed. With rare exception,
prudence has not been alleged, proven nor ruled upon during those
proceedings. An actuanl adjudication of prudence depends on
whether an allegation of prudence was made, evidence was presented
thereon and a ruling made. Where an expenditure has been disputed
and its prudence exazined on the record, a ruling in favor of
prudence should be inferred even if none is explicitly made.

This approach to jurisdiction over prior true-up pericdas
naturally involves a review of the record of prior proceedings.
Since several hearings are held each year, this process is
necessarily couplex. We will defer such & review until such time
as we must face the question for a particular utility.

Staff is also correct in stating that the nature of the clause
and the way costs are passed through it belies any finalitv to a
trus-up order. As stated {n Order No. 11572, the effect of
expenditures during any six eonth period extend bevond that period

and utilities frequently pass retrcactive price adjustments
through the clause.
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The nature of the fuel adjustment is continuous
and the segregation of charges to fuel cost
+into b=month periods {s for ease of
adeinistration only. Indeed, fuel purchases in
any one period will affect future periods, as
fuel cost is charged on an "as burned” basis at
weighted average inventory cost. Thus, instesd
of fuel costs collected in any one period .
reflecting only fuel purchased during that
peried, those costs reflect the weighted

. everage cost of purchases durlng and prior to
that period. 1In addition, it is quite co=mon
for utilities to receive retroactive
adjustEents to fuel price and transportation
costs well after the close of the original
transaction to which they relate.

Conservation Penaltv/ Reward (Issues 27 and 28)

Since we have declined to adopt any penalties or rewards at
tnis time these issues are moot.

Proper Verslon of 0il Backout Rule (Issue 29)

Public Counsel has raised thim issue in order to preserve itas
pending appeal. Ko ruling is necessary.

Celculation of Net Savings on Six-Month or Monthly Basis (Issue 30)

Public Counsel hes raised this i{ssue in order to preserve it
pending a motion for reconsideration. No ruling le necessarv,

Orcher Conclusions of Law

The findings cof fact and policy decisions made in this order
are supported by the weight of the evidence of record and are
within the range of the discretion granted to the Commlssion by
the legislature under Chapter 166, Florida Statutes.

Based on the foregoing, it ia

ORDERED by the Florida Public Service Commission that the
fssues of fact and law set forth on pages 2 and 3 of this order be

and the same are resolved as set forth in the body of this order.
It is further

ORDERED that each electric utility seeking to recover the cost
of fuel through the fuel adjusteent clause shall file monthly
r-gortl in the forz of Appendix B to this order, esach report tc be
submitted within )0 days after the end of the reporting month.

By Order of the Florida Public Service Commission this 3Ird day
of Movenber, 19813,

{ SEAL)

PS
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APPENDIX A
FLORIDA PUBLIC SERVICE
n COMMISSINN FUEL PROCUREMENT POLICY
1. General

A. The Public Bervice Commission reguires that all expense
associated with the procurement of fuel, fuel related handlina
services and fuel transportation which are recovered through the
Fuel Adjustment Clauvse be prudently incurred, result fro=m
cospetitive procurement procesdures, be ressonably competitive in
cost or value relative to what other buvers are paying under
similar terms and conditions for fuel or services cof comparable
quality or specifications and result from sound administration of
fuel supply agresments.

B. To accosplish the objectives expressed in (A}, the
Compission establishes the following guidelines that it recommends
to electric utilities meeking fuel expense recovery through the
Fuel Adjustment Clause. The Comuission fully recognizes that
ditfering fuel mixes and plant locations will necessarily result
in vastly different fuel procurement strategies. However, the
Commission also believes that there are certain fundamental,
cosmon procedures which, when employed, will result in the lowest,
long run overall fuel expense to the companies and thelr
ratepayers.

€. While the Copmission balieves that compliance with the
guidelines expressed in this policy will achieve the lowest systen
fuel cost, the utility's management has sole responsibhility to
procure fuel in the most cost efficlent manner possible and
therefore it should have the flexibility to employ any means to
achieve this result. In consideration of the above, departures
from Commission policy are authorized when such departures can he
justified and shown to be in the best interest of the utilitv and
its ratepayers.

D. Departures from Commission policy which through Commission
asudit, investigation and hearing can be shown to have resulted in
unjustified additional fuel expense are inappropriate for recoverv
through the Puel Adjustment Clause and such expense will be
disallowed.

E. If the Commission determines, based upon Staff auvdic
and/or investigation, that a uvtility's unjustified departure from
recomnended Commimslon policy has resulted in unnecessary fuel
expense, then the utility shall be required to apply credits
against the clause or to make refunds to its customers.

F. The Commission’s guidelines are intentionally broad to
allow utillity management the flexibllity to tallor procursment
procedures to fit a broad range of contingencies and adapt to
changes in fuel markets.

G. The burden of proof rests solely with the utilicy te
document the reascrableness of its procurement practices and the
resultant expenses from such practices.

H. General overall compliance with Commission policy in mnn
way Tesoves the responasibility of a utility to justify andy

particular transaction the Commission may require be specifically
Justified.
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11, Long-Term Agreements for Fuel, Fuel Handling Services,
Fuel Transportatieon, Spot Purchases and Affiliate Transaction.

A. The Commission recommends that the majority of a utiliev’s
requirenments for fuel, fuel handling services and/or
transportation be procured under the terms of a long-tern
contract. Primary relisnce upon leng-term contracts will ensure
that fuel or services will be available when reguired at
reasonable, stable costs to the utility and its ratepavers.

B. The Cosmission recomsends that, to the extent practicable,
such long-ters contracts be negotiated in a competitive
environment. It is recommended that the primary method enployer
should be an open competitive bidding process or sone comparabls
alternative which produces the same result.

C. All aspects of the procurement process esployed in
acquiring a long-ters fuel or services supply contract should be
documented and available to the Comz=isslon upon request.

D. Vendors should be selected on the basis of a formal
evaluation systes which is neutral in its application and capable
of producing quantifisble ratings of individual suppliers.
Considerations other than delivered price, fuel gquality and vendor
performance should be thoroughly documented.

E. The Commission recommends that all fuel agreements
incorporate clear specification for the fuel or service to be
provided and bonus/penalty provisions to ensure that the fuel or

services contracted for are provided in accordance with contract
terms.

F. The Commission recomsends that the utility arrange for
sdequate fuel sampling techniques and equipment to be deployed at
the point of receipt froz the fuel supplier and the point of
delivery, if different. Such a procedure will ensure that the
quality of the fuel received at the unloading racility is
consistent with that of the fuel as loaded, the invoiced priced
and the contract specifications. To the extent possible, all such
arrangenents should be clearly written in the contract.

G. Utilities subject to the Commission’s jurisdiction should
not pay for or agree to pay for fuel or services at prices in
excess of that dictated by the negotliated price terss of executed

contracts existing between such utilities and providers of such
fuel or mervices.

H. The Commission recomsends that long ters fuel or service
contracts be based upon a base price plus well defined sscalators,
public tariffs or public postings unless a benafit to the
ratepayer can be demonstrated by using some other pricing
a Erl.l'lqilll'll- s

I. The Commission recommends that all utilities seek to
incorporate & "right to audit” clause in any contract which
utilizes escalators. The right to audit clause should give the
uti{lity the authority to audit specific records of the supplier.

J. Tre Commission recommends that all utilities enforce the
right to audit through the annual use of its own audit staff or an
independent accounting firm. Any refunds or adjustments due, as
fdentified by audit, should be proesptly resolved and credited to
fuel expense.
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K. The Commission recomsends that any escalation methodology
toc be employed in a long=-term contract be tied as cliosely as
possible to actual changes in & suppliers verifiable costs.

L. The Commission recomzends that all utilities seek to
incorporate adequate well defined remedies i{n all long-term
contracts for substandard quality performance unreliable volume or
quality performance and unacceptable high price over protracted
pericds of time. "

N. It is reccmasnded that all contracts an® the individual
terms of each contract be reviewed and approved by the legal
office of the utility,

©. All utility personnel having any interest in a particular
tirs seeking a long term fuel or servicis contract with a utility
should be removed from any selecticon process, contract negotiation
or administration of a contract with the firm. All personnel
having any potential conflict of interest should be prevented fro=
having any impact upon the contracting process.

P. All utility transaction with affiliated companies which
provide fuel or fuel related services should be based on costs
which are consistent with or lower than the costs a utility would
incur 4f the utility received the fuel or services from an
independent supplier in the competitive market obta'ned through
coopetitive bidding.

0. All spot transactions should be priced at, or below, the
sarket price at the tizme of purchase and should not exceed the
norral contract price for similar fuel or fuel related services
unless required for reliability purposes.

R. The Commligsion expects., to the extent posaible, that each
utility utilize the terms of thelr long-term contracts relating to
ninimus and maximus volumes of fuel required to be delivered in
order to take advantage of lower prices in the spot market when
they exist.

5. The Commission expects that any utility which has a
contract with an affiliated corganization shall administer that
contract in a manner identical to the administration of a contrace
with an independent organization.

T. Any fuel or fuel related transaction which does not meet
the above criteria shall be denied recovery throuah the fuel
clause by the Commission, unless the utility, which has the full
burden of proof, can demonstrate that the transaction is in the
best interest of the ratepayer.
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EXHIBIT NO.

DOCKET NO. 980001-E1
TAMPA ELECTRIC COMPANY
(DAB-1)

DULCLURTENT NO. 4

FILED: NOVEMBER 15, (5
PAGE 1 of 7

BETOAL TEL FodmiISA PBLIT BLAVIT: WunslsSiun

in re: Cost Aecovery necaces foc I SCCREY ®Jd. MSUOUL=Ef=n
Fusli=Aslaced Expanses. I SAJEA MO, 245
F ] -1 =438

T3e folloving Cocalsmicness pacsicipazed i %3¢ ciijositlion
of Ihis sattes:

wEEd M. MARLS, Cheiz=as
<SUSEPE P. CREISSE
CIMALD L, CUKTER

NUTICE OF PHOPOSES AGEINCY ACTICH
SaS LR AFPROVIND £T3% AICCVER: =I7J008 rod
= AE AT ¥ IE3L

BY TEL COMMISSION:
. Bacrezepunc

A & resuls of lpsues ralsed oy S:zaff a3 zze Feocuasy, Ll9e3d
fael adjuscoenc neacing, this docwec VAE CIRACES CO COASLEAE aa
proper Seane of recovacry of fesail Zuel-selacted expecsas. In
Order No. 14212, che fisal order estasiisa:ng tie April-
Septexses, 1985 rfusl and Purshased Pover Cont Recovary lactocs,
va losisucied Sia tie four lavescor ownad slecczic wiifizies
and any othe:r Latwzested pacsies e provids iafoca3acsios
aecessasy for the Cocnimsion to be a5le Ec consider 4t Ine
Augus:, 1905 Zuwl adjustaenc Deasisg vaetzes tie ucllizies ware
PASELRY appropriace (ixed and wva ale cosss aseociacted wich
fuel recelpcs carougs caelsr fuel wdjuszzent clauses.

Furszant o the Cozmismien's difectiive, 4 wvorkshep
CSRCEINLNG Lhe cOST [ecOVADY Bethods of Fasall fuel-gelazed
#xpeNses vas noclced for and Beld on may I, 1983, as & cesule
0 tie informatico aEciancad AL CHAT WOCKIZGP AR subsaguent
discussions, £he pacsties Lo t3e preceeding, whic: include Scafs,
T3¢ 0ffice of Fudblic Counsel, Florida Powar ‘anc Lignme Caspany
(FPL), Plocica Pover Cocpocation (Z7FC), Gul? Pover Company
(Gulf), and Taspa Elecz:zic Coopany (TECOJ, identified the fossil
Euel-zwlaced Costs. curzently Selag secovered Ehrough’ the
ucllicies' fuel adjcscsent clauses and agteed to a policy
dddzesding the appropriace prospective means cf rqcoverizg mien
fossil fuel-zelated expenses. Ine Flocida Isadusicrial Pover
Oswrs Croup (FIPUG) Eam not intervesed in this proceeding buc
vas ialeraed of the parcties’ stipulacion and scaced ghac they
took no positlonm.

Oa June 21, 1985, the pacctles submitted to the Cosmissios a
scipulazion lrlutngtn! thelr agcas=ent. Astached te the
stipulacien was & dzaZ: Wocice of Proposed Agen Aezlien whiecn
tie paciies requested be adopced Ln the disposfcion of ctals
Procescing. - The draf:z Wotlewm of l!ﬂgﬂlli Agency. Action vas
encocsed by Staff's recommendacion of June 10, L98%.° In cae
stipalacion che parties ldeatified the fossll foel-related coscs
currenctly belng Lncurced and hov sach of the scillcies are
tredcing those ezpenses for cost cacovary. A copy of that
inforzation is actached as Appendiz A. A8 cAn be ssen on
Appendix A, sach of the uellitles do not incur 4ll of ctae same
tYpes of fossil fuel-zeliced sxpenses, #nc even in ilnscaoces
“heie the maoe cypas of sxpansed &fe Llncursed, usilicias may
cecovae them diffecancly.

£a addition to ldancifying fossil fuel-relazed coscs and
tLael:r curfent means of cecovary, the pascles faachad an
Agreezent in chelr stlpulation 48 to whecher thasa cots should
be vecovered prospecctively through Diase rates of ‘thfough fusl
agjuscaent clauses. The agresment regarding specific costa
feflects & broader palley consensus for tae recovecry of fossil
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fiel=-related coszg. The pollcy agresd L0 axong the pactles aad
recoemended to the Commatssieon cosslisted of two essential points
whic: appear to ceflect the Comzission’s practiizal spplizazion
of fusl adjuszaent clauvses:

L. wner slailar circumszances exis:z, the Ca=uisuicn
should atzempt Lo Lreat, fof €o83 IRCOVerYy purposes, sFeciilc
typas of fommil fuel-zelated expenses in & ©NiloI3 =annes asdng

¢ vacious wincisic unilizies. AL Tizes, hovever. L1t zay e
appropelaze to zceat sizilac types of sxgenses in dissizila:
YaYE.

2. Prodencly incucsed fossil fuel-zelated esjenses whics
ate subdec: to wolatlile changes shculd e secoveced thiough an
eleczzlic uzillcy's 2ael adjustaent elause. The wolasilisy ef
foemil fuel-celaced coscs may De due IO & number cf Zacto:ls
Lacluding, But pot secessarily Lizited ®3: price, quantity.
AcEber u; deliveries., and diszance. Lzcep: a3 notedibelowv,
sheme volazile fossil fuel-celated charges ace lncurzed By lae
ceilizy Eos idndl estalned or se:vices picvided prior to tha
delivezy of fuel to the electzic utilizy's Ledicated sz0zage
facilicies. (Dedicaced mtocagae Zacilizies =ean #lordge
facilicies vhich sre used solelv to serve the affeczec elecsilic
vrilizy.] All ocher fossil fiel-telated costa stould BDe
recovered thtough base faces.

In the specific applicacion cf tiis pollicy. the pariies
recoonended tae following cseat=ent ©f fossil foel-related
crarges:

- » « T3 involced cce: of fusl Ls
dependant upc- zarket conditions and the quanzity of fuel
purchased. Tiae Llnvoliced comt of fuel should be considecnd o
include all price sevisions and adjuscsents relating o ehe
voluae anéd/o: quallzy of fuel delivered. <This coaponant of a
uiility's fcssil Zuel-celazed expenses i3 the z08% wolatlle in
nazuze and is sost appreopriately cecovered through the fuel
adjustaent clause.

I;lilgfislsigg_giiiiii. Tte costs assoclated wltd moving
fuel to fusl Btorage tions and tecainals dedicated to Che
luhplz of a ctility's generacing !I:Llit{ are subject to
significane c3anges dus to flucivations Lln distances,
@eliveries, voluzss and price. Cecnasguently, such coats should
be recoveszed through fuel adjusisent clauses. Eowarer,
trlnliqr:l:lan chacges lor moving fuel Detweern dedicaced stofage
facilitles and generating plant sltes appear to be moce stable
and predictable, due in part to many of thess costs occurlng
under longer-term accangepents. Thessfoce, thess Erangportatlicn
€o8ts Are more appropriacely cecoversd through baase caces.

Il&l—‘ni.m.ﬂdﬂﬂ'_siﬂlﬂ%' Thess charges
VAIY With eack transaction ate aZlected by both price and
volume. These costs are most appropriately recovered through
foel adjustzent clausas.

rors En.iif]. These charges laclude dochage. the fee pald
te & pore facilicy for the use of a plier, vharfage, the fee paid
to a poct facllicy for the rlght to cecelve producsa through a
por: faciliecy, harbormaster fees. pllot fees and charges for
assist tuge. Thase fews, which are Esansgportation costs. Are
Lncurced prior to dellvery te the ucility's dedicacted Inventery
storages facilitiss and wary wiz: the nuaber and volume of
deliveries and are more prepaily recovered through fael
adjuscaent cladses.

l?!!ls:iag Fegs. Volume and aliey Ilnspectlon chacges ace
cfzan incucced sevecal timas In bBringing fusl to & welllicy's
senerating plant sltes. Toe chasges for cthess lnapsctions.
which are critical to assoring that the wtilicles gecelve the
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Fe: azount of fgel ecasisten: wi:s essscacs specifjcaciens,
with the nuader and slze of celiveries d=d ace edsential -zo
eterairacion of veEezher Nere shoulsd ba adjustaents to Tae
invelew price of fugl. Toese charges Aze lncuroed pries to and
€izing dalivesy ze the esilisy and are appropeiate fo: Tecovery
thieugh The fael sdjuszzent clauses.

These costs aze fRadiively llaed and €o ot tens to saNCIUATE
tigniflcantly eaven wizh changes in kEaw Auster and sizes of
Celivesries. Az these cosss ase clesely acin zo ether CiM
SrFenzes, TRey are z0re properly recovered Eifcugh base cates.
Shese sxpenses include unlosding and Randling csscs at fiarage
facilicien and genezating planzs.

iiﬂiii;;f- Several of the utzilizies dlend sddicives wits
theis fusl prioz ta burning or injec: addicives dizectly Inzo
Eoller firisg chaadecs along wizs fugl Seling Barzed. The price
©2 these addizives is sutjec: zo swings. and of coucse, The
dzount of addizives (s related 2o the voluze and types of fuel
fzraed., Therefore, the coety of chese ivpes of addlizives should
e Tecovesed firougz fazel S2juBizant claudes. Tuel addizivaes
nelzzer Slended vith fuel prior to ies Berning mor injecced i3:0
the Soller firing cheane: aleng with fuel will e tecovesed
thirough base caces.

£ e aimiges Chare Lach of thae
“tilities Save sza’’z ra rentiole Jor Juel procurement, and zse
Cosiy assoclated wish fuel procizesent and adsiziszzaclon o met
teer a slgnlficane rilllltnlhlr %3 the volume er price of fuel
FUTciasmes. These COStS ace ow atively Zized 23¢ are not
ve_atile: tey aze rore aFpropriately recovered tirough base
razes.

ol Hed e l'] &= 38. Trec time o time adjustzancs are
Sace to thw voluae .Eﬁ}n: value of fuel Laventocry saintalned fac
Byszec generation. Most freguencly, these sdjustaencs relate =o
c3al iaventory and resuls 2:oa Fccvay avaloations of coal sltes
Salnzained at che senerating facilicles. 2Lffeswnces betwemn
i2e survey results and Pe: book woluzes result due to the
inaczucacy Inherent in the measuring devices uzil|zed, Coal
invercory sdfusesencs shall continue o be affocded the
Accounting treataent specified In the Flocida Puslic Service
Cozalsr n Seaf? Adwisory Bullecin Mo. 3 cazed April 9, 1981,
Tioc tlaw to zize 4djuse=enzs to e voluze and/or value of
izventory eay zesuln Z2zos Comaisslon decisions. =he impac: of
thefe adjusizents sre appropristely recognized i= the
compuzazien of the fuel cos: tecovery factors.

In addizlon ro stipulating to the foregolng applications of
Pelicy, the parties also recossended to tas Comaission that the
polley It adopes be Elexible sncugh to allow for recovery
Eirough fuel adjustsent clauses of expenses hormally recovered
tirough base cates when utilicie= are in & position to vake
advantage of a cost-effective transactlon, the costs of which
ver® not recogalzed or anticipated Ln ehe level of costs used to
establish the utllicy's base rates. One esasple ralaed wvas the
€o%t Oof an uwnantic! ated short-ters Lease of a4 tersinal to allew
& utllity to recelve a llltnun: of lov cos: oll., The parties
fuggesc ethat whils flexibll} ty is approprisce to ancoucage
ucilicies to take advantage of shert-ters cfportunicies not
feasanably ancicipated or ptizictll for base rate Fecovacry. In
tiese Inscances, we will Fequire that the affected ucilicy shall
being the sacter before the Commisslon at the firse avallable
fuil adjusesent beacing and request cost Fecovary through the
fuel adjustsent clause ©n & cake by case baslé. The Commimsion
thall role on the a pPropriace mathod of cosc rfecovery based upon
the mecits of each rndlvilusl case.
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Finally. the passies secsgnize that the Comsissien, during
tts Ecit fecen:z fuel adiustaenc Bedsing. voted to dececraize iz a
single proceedisg wilchk Lteas of fzesll flel-zelated cosca
should e transfecsed fzom fcel adiustaant recovery tO Dase raze
recovery and 1o eff¢ct SUCE Chasges a4t one Tize. While.
tecoghizing that tals was the vote of the Cocsissien, Pubdlic
Counsel disagcens wizh such approach.

§ b B iomy

Baving considesed ehe sripulation ©f all =xe parties is
tiis Frocawding and cecognizisg e aeef for & fortaer
eladcration upon Bov fossil Zusl-celazed costs should e tzeazes
for pursoses ©f cost fecovesy, the Comalusion approves the
gzipulezion of zhe pacties and adopes the provisions toaceisn. an
izs ovr. Wa Zind cae policy ouzlined ard speciiied L0 the
itipulation to be an appropziace extension of the priecs .
catec=inatlons seqardlang fuel costs %o be fecoversd throcugh Zuwel
clacses zade by the Comslssion in Order Mo. #1357,

=5 that sazlier declislon the Commlssion found tilat "iie
Celivarsed cons of f3al 1o the genscating plan: site B used (=
detar=ining & utilley's fuel l:}n'saqht CEAZ§E." That laaguage
Bas given rise Ec tie recovery chrough the fuel adjusctzant
clauses of unioading expenses, zeczinal cpecacing expenses for
terzinacs reazoved f7ca Ell-‘l-'- sictes, and transpocrtation coscs lor
zoving eil fro= terminals co planc sices. Wnile we recognlize
that toe fecovery of suel cosls through fuel clavees is
csn At wits =g language L= Ocdar Mo. #1357, wve feel furthe:
1 H ent is necessary sirce it i» cles: that Ihese COSEE &Te
net vo_atlile.

Anezher ex;ense which Ras cone to Be passed thoough the
esilisies' fuel clauses as & par: of the cost of fusl is the
cess of addisives which ara not added o fual prier o burn o:
T3 bollezs duzing buza, Thase addisives are added afier fuel 3
Bocaed, genarally to lsprove esissions cortsel. We find thax
tSe cost of these “zcn-fuel addizives® Li moce approprlately
cecovered ThHrough Base rates.

As a result of our deveralinazions In this proceeding.
Frospectively, tie following chacges ace properly conslidersd in
the cosputation of the average Enventory price of fuel used In
the developmens of fuel expense in the utilicies® fusl cont
TRCOVEIY clausan:

*:  The involce price of fual.
i.  Any revisions to the invoice price.
3. lﬂ! suality andSor quanticy adjumcaents to the lnvoice

Price.

i. Transportation costs to the wtilicy systea, lncleding
ducenzion or demvccage.

3. Fedezal and mtate tazes anéd purchasieg agants’
coazissions.

6. Port charges.

T ALl quaneiny and/er guality inspeczlons perforoed b
Independent lanspeczors. * . ¥

u. ALl adéicivas blended witly fuel price te burnlng or

:leﬂtld into the boile: firing chanber along with
uel. i
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¥. inventory adiustaents die te voluse andsfs: price
#djuBtaantLs.

2. TFeossll fyel-crelaced costs nersally recovesed through,
Base zazes buz which were not fncognlzed o2
anticipated in the cost levels csed to dezeczine
Curfent Sasa razes and wnler, Lf grpended, vill cemul:
in fuel savings t= cusiceeta. Recovesy £f aich coszs
ihould be made on & case 5y case zesis aftas
Coonisslon approval.

=t ls not the Commission's lacen: == sequire the reszacesens of
t9¢ avecage cost of fossil fuel iavenzosy coopumed jrler te o
tevisien of rates necessizaced by t2is Ozder.

“he folloving types of fosmil fuel-re’ated ccuts are morse
apprepriacely considered in the cospuzazicn of Zase races:

1. cations and zaintenance srpenses ac gezerating
F=4NtE or systes storage facilicies. =is lnclcdes
cnloading and fuel Bandling costs at the senezazing
Plant or storage facillty.

1. Transporiation charges batvesn dedicated L TT
facilicies and gesezacing planes.

1. Fuel procuresent sds!aniszzazive Zuactions.
4, Fuel addizivens neltser Slended wiss fupl frior to

buralng nor Injected Into the boiler flrisg eanabes
along wits Zuel.

Waile L= Is the Commisalon's Intest in =3ls Cree: to
435a51Lsh comprehansive guidelines fo: the treatsen: of Zossil
fuel-relazed coses, it Ls cecogrnized that cerzaln uzantlicipaced
Costs eay have been overlocced. I any utilizy lrmears or will
incur & fossil fuel-related cost which is noc adézessed in tuis
oréer and the weilicy seeks to recsver such eost through [t
fuel adjustzenc clacse. the uzilley should present zescleony

Justilying sucn tacovery Lo an spproprlate fuel adjcsz=an:t
hearing.

Consiszen: wits the devesminations previously =ade Baczeln,
i3 Commission finds that che base cates and fual anéd puzchamed
FOVAT COML rmcovery factors for the Zolloving Investar owned
sleciric weilicdes In this scate will requize cevlslcrs. Tanza
Llezzric ca-;an{ is €urrencly cecovering unloading expenses
tarough les fuel clause which should be recoversd through Sase
faces. Siallarly, Florida FPowver & Light Coempany and Flocida
rnu:’l:'tl?ﬂﬂthm ars recovacing expenses of terzinal operations
and of tzansportation of fuel betveen teraizals and planct wites
thzough thelr fuel adjustament clauses walc: should be tecovared
t2rough thalr base raten. Gulf Poder Company Ls recovering ehe
cost of a contract tugboat used to snift coa barges at & plane
site through Lts fusl clause which sxpenss Ln more & propriacely.
fecovered theough Lts base rates. It Ls the Comulmnien’s Lntent
that any revisiors to fusl and ru-:nnd POYEr COST facovery
factors and base catas MlLrlf ¢t & change In the means of
recovery of these ftess. R rha I:a—!uin can be sssuced
9f the accuracy and falrpess of e nEcCessary rate ch e,
taey will be coneldered during i.e coucne of tie Acgust 1983

fuel adjusesent b 4
i 03'““ s I::;Tn and becooe effective for billlngs on or

Tharefore. the stipulation of t2e partles to this
Proceeding ls accepred, and it is,

ORSERID by the Flocida Public Barvice Cozmisslen that the

Eindlngs of fact and concluslons ef law Beceln be and the mame
ars heceby appreved (n SVErY cespect. Ic le furtder
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CROLALD txac the fuel and fosmlil fcel-related expenses
discussed nerein shall be creatzed n the fashion approved in coe
¢°=Pu!=liﬂﬂ of f2uel and purchassd powe: cost recovery factocs.
Iz i fuzshas

CRILRID =iat the revislons to base rates being chacged Sv
Tlorida Pover Corporacion. Florida Power & Lighe Compasy, Gul?
Poewer Company and Tampa Ilectiric Company necessary to lmplezent
tie deseralnaczions in tais procesding shall Be considered a:z ==
Acgust, 1903 fuel adfcst=ent hearings 454 shall Becose effeczive
for Billings made on and after October 1, 1985, It is furshe:

CRSIRXI that the actlion proposed berein iz prelizisasy La
razture and will pat Becooe effecsiive orf firal. escept as
provided by Flocida Adninistracive Code Rule 19-32.39. It is
furcher

CPSIPED chat any pecson adversely affected 5y che actlon
Fioposed hereln zay 2ile u patizien for a forzal proceeding, as
provided by Florida Adminletrative Code Rule 15-313.29. sale
Peiliion =must be teceived by the Comaission Cleck on or bafore
=uly 2%, L9805, In che fora provided by Floride Adminisssativa
Code Rule 25-22.36(7)(a) and (2). It Ls furie:

CEZIRID taat in the absence of suchk s petition, this orde:
sball Bacome effective on July 30, L9809 ss provided by rlorida
Aézinistzasive Code Rule 23=-22.2%(4). Iz is furcher

ORSEAZT that if this orde: Secomes final and effectiive en
July 38, 1383, any party adwerswly affected may reques:z judiclal
teviev by the Florids Suprese Coust by the filing of a notice of
dpFeal vith che Commlsrion elesk and che 2iling of a copy of tle
astice and the filing fee wizs the Supfese Cour:. <Tals filing
=cat be cospleted within 30 days of the effeciive date of this
crdes, pursuant to Rule $.110, Tlorlda Zulas cf Appellate
Procedize. The notlce of appesl Sust Be In the fors specifies
iz Rile $.900(a), Florida Rules of Appellate Pzccedure.

iy Crder of the Tlorida Pablic Secvice Comszisslon. thls 885
cay of July, 19185,

(S AL
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Recavary Bmcsvery Decavery  Aeawady

Eryennn [te Aatazid Mrtiod Mrtacd Arthed
61, Parzdase Price of Farl Fal Fil FiC {4
82, Szality /7 Guantity M), Fal Fil Fal Fal
€1, Rrtrsaciive Price H;- FaC Fal Fac Fal
‘0. Traasa. ta Plaat o Tera. FaC Fag Fig Fal

Ualeading Exgeman Fil—r| W m FRC—=R
%, Lisor (Rail Car Malst.) - - . Fal
97. & Valerws Tazes (Rai] Card - - - Fal
&4, Mail Degreciation - - - FaL
e1. Stares [Saare Purts) - Fil

18, Tersinal Cperating Exzenses Fal=—)@  Fal—iE -

L e T e e e R TR R L
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State of Florida

Commissioners:
THOMAS M. BEARD, CHAIRMAN
BETTY EASLEY

J. TERRY DEASON
SUSAN F. CLARK

LUIS ). LAUREDO

EXHIBIT NO.

DOCKET NO. 980001-E1

TAMPA ELECTRIC COMPANY
D [ON FI_DDCU&'ENTNG,ﬁ
R[E.‘h;'léf?'” '\% FILED: NOVEMBER lo, 9938

STEVE TRipB] PAGE10f1S
DIRECTOR
(904) 488-8371

Public Service Commigsion

May 15, 1992

Tampa Electric Company
Attn: Russell Chapman
P. 0. Box 111

Tampa, FL 33601-0111

Dear Hr. Chapman:

Docket No. 920001-EI1 -- Tampa Electric Company

Catliff Compliance Audit Report

The enclosed report is forwarded for your review.

The audit report and any company response filed with this office
within ten (10) work days of the sbove date will be forwarded for
consideration by the staff aralyst in the preparation of a

recommendation for this case.
Thank you for your cooperation.

Sincerely,

Steve Tribble |

ST/FD/sp
Enclosure
cc: Public Counsel

James Beasley, Esg. w/enclosure
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I.

II.

EXECUTIVE SUMMARY

AUDIT PURPOSE: We have applied the procedvres described in
Section II of this report to audit the appended Market Price
Application fi’ing for Coal and Transportatiion for the Years
1989 and 90 as required by Order 20298, issued 11/10/88 -nd in

support of Docket 920001-EI for the six months ended March
31, 1992.

SCOPE LIMITATION: The last day of field work was Thursday May
7, 1992, the date of the exit conference. This report is
based on confidential information which is separately filed
with the Commission Clerk. The Company did not furnish access
to affiliated company records that support the contingent
balance reports filed with the Commission for the Gatlify
Coal Company. These were to be a part of this audit. In lieu
of this, the Company is having its outside auditors, Coopers
and Lybrand (C & L) conduct an independent audit that wili be
available to the Commission. The Company has agreed to have a

Commission staff member participate as a member of the C & L
audit team.

DISCLAIM PUBLIC USE: This is an internal accounting repor:
prepared after performing a limited scope audit; accordinqgly,
this document must not be relied on for any purpose excep. to
assist the Commission staff in the performance of their
duties. Substantial additional work would have to be
performed to satisfy generally accepted auditirg standard

and produce audited financial statements for public use.

OPINION: The appended exhibits, for the years 1989 and 19%0
for the Market price for Coal represent books and records
maintained in substantial compliance with Commission
directives. The appended exhibits for the years 1989 and 1990
for the market price of transportation do not represent the
amounts as recorded on the books and records of the Company
for affiliated company transportation cost. The expressed
opinions extend only to the scope of work described in
section II of this report.

AUDIT SCOPE

The opinions contained in this report are based on the audit
work described below. When used in this section of the report
COMPILED means that audit work includes:

The audit staff reconciled exhibit amounts with the
general ledger; visually scanned accounts for error or
inconsistency; disclosed any unresolved errcr,
irregularity or inconsistency; and except as otherwise
noted performed no other audit work.

(1)
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TRANSFER PRICE - GATLIFF COAL: Compiled account 151.1C, Fuosd
Stock Coal, for all purchases from the Gatliff Coal Company
for the years 1989 and 1990. Reconciled these amounts to the
filings by the Company in support of the market based price
of Coal and to the form, FPSC 423, which are filed on a
monthly basis with the Commission.

TRANSFER PRICE ~ AFFILIATED COMPANY TRANSPORTATION: Compiled
account 151.10, Fuel Stock Coal, for transportation costs
from affiliated companies for the years 1989 and 1990.
Reconciled these amounts to the filings by the Company in
support of the market based price of transportation and to
the form, FPSC 423, which are filed on a monthly basis with
the Commission.

TECO TRANSPORT AND TRADE INVOICES: Manually looked at all
invoices paid by the Company to affiliates for transportation
charges to affiliates fur the years of 1989 and 1950.
Compared the invoices to the amounts as booked for
transportation to Account 151.10, Fuel Cost Coal.

GATLIFF CONTINGENT BALANCE REPORTS: Obtained, from the
Company, the contingent balance reports for the period 10/82
through 11/88. No audit work was performed on these reports.

(2)
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AUDIT EXCEPTION NO. 1

SUBJECT: NON COMPLIANCE -~ FPSC ORDER 16433
STATEMENT OF FACTS:

FPSC order 16433, issued B/1/86, contains a stipulation
Wwhich requires the Company to file both a contingent balance
report and an annual report for the Gatliff Coal Company.

The Company has not filed the contingent balance report
since the filing for the period ending 3/31/88.

The Company has not filed an annual report with the
Commission since the filing for the year 1987.

The Company did furnish, as a part of the information
requested for the audit, both the contingent balance report and
the Gatliff Annual Report updated to November, 1988.

The Company is of the opinion that FPSC order 20298, issued
11/10/88, eliminated the requirements for both the annual report
and contingent balance report as a result of the change fron a

cost plus recovery of cost to a market based pricing recovery
of costs.

FPSC order 20298, issued 11/10/88, does not specifically
state that the requirement for these reports is eliminated.

OPINIONS:

The Company has not complied with FPSC order 16433, issued
8/1/86.

'RECOMMENDATIONS :

The Company should bs ordered to comply with FPSC order
16433 issued 8/1/86.

COMPANY COMMENTS:

The Company will respond at a later date.

(3)
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AUDIT EXCEPTION NO. 2

SUBJECT: NON COMPLIANCE - PPSC ORDER 20298

STATEMENT OF FACTS:

Page 13 of FPSC order 20298, issued 11/10/8B states,
-«+.TECO agrees to report to the Commission the actual

transfer prices paid to its affiliates under the contracts
n

Page 14 of FPSC order 20298, issued 11/10/8B states,
"the actual transportation transfer price paid by TECO to

to TECO Transport and Trade, pursuant to its contracts,
would be recoverable...".

The Company includes a cost for transportation on all
coal they purchase, even though in some cases they do not pay
the costs to an affiliated company but to the coal supplier.
This cost is included in the amount reported as the weighted
average water transportation price , Exhibits 3 and 4, pages

11 and 12, filed by the Company to comply with the requirement
of FPSC order 20298.

Note: Audit disclosure Number 2 contains a more detailed
discussion on how the Company reports its transportation costs.

OPINIONS:

The Company has not complied with FPSC order 20298, issued
11/10/88. The Cumpany is reporting other than actual amounts paid
to its affiliates for water borne transportation. The amounts
reported should represent the amounts the Conpany accrues on its
books as payable to TT&T. In addition this amount should be
able to be traced to the fuel expenses that are reported by
the Company for recovery through the fuel adjustment clause.
Without this tie in to the books of the Company the auditor can
not give an opinion as to whether the amount claimed is indeed
within the benchmark established by the Commission.

RECOMMENDATIONS:

The Company should be ordered to comply with FPSC order,
20298, issued 11/10/88.

COMPANY COMMENTS:

The Company will respond at a later date.

(4)
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AUDIT DISCLOSURE HO. 1 PAGE 1 OF 2

SUBJECT: Transfer Price Methodology - Gatliff Coal
STATEMENT OF FACTS:

The Company calculates the price per ton using the

base price, FOB mine, per the contract plus any subsequent
price adjustments.

Quality adjustments are not included in the price of
Coal for transfer price reporting. For the year 1989 this
amounted to $1.16 per ton for contract coal and $.94 per
ton for spot coal. For the year 1990 the amounts were $1.38
Per ton for contract coal and $(.25) per ton for spot coal.

The Company includes all coal purchased under contract
with the Gatliff Coal Company including up to 300,000 tons
of suppleme.tal spot coal.

For any spot coal that includes transportation charges
the Company reduces the price per ton by the amount it

would have cost if TT&T had furnished the transportation to
arrive at a FOB mine amount.

Normal policy is to include adjustments through January
of the following year, however, if an adjustment is known at

the time of the filing it is included even though it occurs
after January.

There are rinor differences in the total as is on the
books compared to the amount reported to the Commission. This
is attributed to the fact that the amount reported to the
Commission is taken from the FPSC 423 reports and is based on a
three (3) decimal price which results in rounding differences
between the books and the report to the Commission.

The rounding differences as discussed in the prior

paragraph do not affect the average price per ton as reported
to the Commission.

OPINION:

The amount reported to the Commission as the transfer
price should be from the books of the Company and not from the
FPSC form 423's. The amounts that are filed for recovery for
the semi-annual fuel hearings are taken directly from the books
of the Company. Since the transfer price reported to the
Commission is to assure that the Company does not recover more
than the applicable market price it is essential that the
filings for both the amounts asked semi-annually for recovery

and the amount reported as the transfer price come from the
same source.

(5)
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AUDIT DIECLOBURE HO. 1 PAGE 2 OF 2

BUBJECT: Transfer Price Methodology - Gatliff coal
OPINION CONTINUED:

Even though the amount of difference is minimal in the two years
audited it raises the question as to whether or not the proper
amounts are being recovered. The process of reconciling the
amount reported by the Company and the amount per the books
took a great deal of time to audit. Having the data reported
come directly from the books, rather than the 423's would

reduce this time considerably. If the data was taken directly

from the books, the amounts could be audited in conjunction with
the fuel clause audits.

COMPANY COMMENTS:

The Company will respond at a later date.

(6)
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AUDIT DISBCLOSURE NO. 2

SUBJECT: Transfer Price Methodology - Affiliated Transportation
STATEMENT OF FACTS:

To determine the transfer price for transportation
the Company reports the amount as reported on FP5C form
423 plus an imbedded amount that represents the amount paid
to the supplier to deliver the coal to either a barge pick
up site or to the Company's storage facilities at Electro
Coal Transfer (ECT) an affiliated Company.

For reporting on Form 423, the Company assumes all coal
purchased in a month ends up at the stations in the same ronth.
Therefore tons purchased equal the tons used for the transfer
price. In actuality the coal is moved enroute to and from the
transfer facilities operated by Electro Coal Transfer, (ECT),

a company affiliate. The total received by ECT and the total
shipped from ECT are not always equal.

The Company computes an internal rate for transportation
by Gulf Coast Transit (GCT) an affiliated company,that is not
the same as the rate actually paid. The internal rate is used
for reporting on the FPSC form 423.

For the Form 423, the Company applies transportation
to the coal that it takes title to. For book purposes the
Company does not record a payable for transportation until
the coal is actually received at the transfer site (ECT).

The anount reported by the Company for the transportaticn
benchmark for each of the years 1989 and 1990 is more than the
total amount recorded on the books as payable to its affiliated
.companies, TECO Transport & Trade (TT&T).

To determine the cost per ton paid to affiliates the
auditor used the amounts recorded on the books by the Company
as transportation costs. These are the amounts that eventually
end up as part of the cost of fuel and are included in the fuel
clause adjustment. The amounts for getting the coal to ECT
from the supplier and getting the coal from ECT to the staticns
were computed separately and added together to determine a total
cost per ton paid to affiliated companies. The reason for this
was that there are different rate structures and different
tons being transported for a given period.

The cost per ton for transportation paid to TT&T per the
Company's books, as determined by the auditor, is 50.11 less
per ton for 1989 and $0.10 more per ton for 1990, when
compared to the Company's filing.

(7)




AUDIT DISCLOSURE NO. 2 PAGE 2 Of 2

SUBJECT: Transfer Price Methodology - Affiliated Transportati--
OPINION:

The amount reported by the Company on a per ton basis
is representative of the amount paid per ton to its affiliatec
companies. However, the amount reported in total is not
the amount the Company paid for transportation to its
affiliates. It is coincidental that the average price per
ton, as computed by Company and computed by the auditor, are

S0 close considering the many variations between the
calculations.

The Company should report what is recorded on its books
as these are the amounts reported for recovery in the fuel
hearings. This procedure would also make it much easier for
the Company's filings to be audited.

Since the amount the Company reported is not what was
actually recorded on the books for transportation it is not
possible for the auditor to give an opinion as to whether the
Company recovered more or less than should be allowed for the
market price of transportation.

COMPANY COMMENTS:

The Company will respond at a later date.

(s)
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DOCUMENT NO. 1 e
PAGE 2 OF 2

COAL MARKET PRICE APPLICATION

CORRECT
AS FILED AMOUNTS

Tampa Electric Weighted Average per

LED
Ton Price of Coal Purchased 5 -

Coal Price Benchmark S 40.03
Over/(Under) Benchmark S -
Total Tons Purchased 2,302,407

Total Amount Allowable for Recovery
through fuel clause
(540.03 x 2,302,402) $ 92,165,152

Total Cost Over/(Under) Benchmark E—

Total Cost S- _

(9)
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TAMEPA ELECTRIC COMPANY
(WNC-1)

ez or s © moedor 6

SPECIFIED CONFIDENTIAL
COAL MARKET PRICE APPLICATION - 1990

Tampa Electric Weighted Average per
Ton Price of Coal Purchased

L

Coal Price Benchmark

5 39.33
Over/(Under) Benchmark S '
Total Tons Purchased in 1990 2,281,636

Total Cost in 1990 | BT

Total Amount Allowable for Recovery
Using Benchmark !
($39.33 x 2,281,636) 5 69,736,744

Total Cost Over/(Under) Benchmark - 1230
Prior Years' Cumulative Benefi:
i.e., Total Cost Over/(Under)
Benchmark (1988-1989)

Net Benefit for 1988B-1990

- -
s

(10)
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DOCKET KO. 9r~101-g1

TAMPA ELECTR.
(WNC-1) =
DOCI™ENT NO. 2
PAGE 2 OF 2

TRANSPORTATION MARKET PRICE APPLICATION

Tampa Electric Weighted Average per ton
Water Transportation Price from A}l
Tampa Electric Coa) Sources
($104,454,374 divided by 6,219.851)

Transportation Benchmark

Over/(Under) Benchmark

Total Tens Transported

Total Transportation Cost

Total Amount Allowable for Recovery
through Fuel Clayse
($20.53 x 6,219,851)

Total Cost over/(under) Benchmark

S 16.79
20.53

S (3.74)
6,219,851

104,454,374

$127,693,54]

$(23,239,167

(11)
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DOCUMENT NO. 1
PACE 2 OF 2

SPECIFIED CONEFIDENTIAL
TRANSPORTATION MARKET PRICE APPLICATION

Tampa Electric Weighted Average per ton
Water Transportation Price from All
Tampa Electric Coal Sources
(5104, 489,852 divided by 6,094,653)

Transportation Benchmark
Over/{Under) Benchmark

Total Tons Transported in 1990
Total Transportation Cost in 1990
Total Amount Allowable for Recovery

Using Benchmark
($24.17 = 6,094,663)

Total Cost Over/(Under) Benchmark - 1990

Prior Years' Cumulative Benefit
(1988-1989)

Net Benefit for 1988-1990

(12)

84

I
24.17
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6.094,663

ST

£147,308,005
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