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PARTICIPANTS : 

ELISABETH DRAPER, Commission S t a f f .  
RICHARD KRAKOWSKI, I M C  Phosphates Company. 
HARRY LONG, on beha l f  o f  Tampa E l e c t r i c  Company. 
HUGH S M I T H ,  Tampa E k C t r i C  Company. 
JOHN McWHIRTER, on beha l f  o f  FIPUG. 

STAFF RECOMMENDATION 

Issue 1: should the Commission approve Tampa 
E l e c t r i c  Company's P e t i t i o n  f o r  Approval o f  a spec ia l  
Cont rac t  w i t h  IMC Phosphates Company f o r  t h e  p r o v i s i o n  
o f  i n t e r r u p t i b l e  e l e c t r i c  serv ice? 
Recommendatjon: NO, the proposed con t rac t  should n o t  
be approved. 

Issue 2 :  should TECO'S request t h a t  t h e  spec ia l  
contract be made e f f e c t i v e  as o f  August 2 1 ,  2000, be 
granted? 
Recommendation: No. If t h e  Commission approves 
staff's recommendation on Issue 1, t h i s  i ssue i s  
moot. However, i f  t h e  Commission approves t h e  spec ia l  
c o n t r a c t ,  i t  should take e f f e c t  no e a r l i e r  than t h e  
date o f  t h e  Commjssion vo te  and should be s u b j e c t  t o  
renewal o n l y  w i t h  Commi ss ion approval . 
I ssue  3 :  should TECO'S emergency motion f o r  i n t e r i m  
implementat ion o f  t h e  spec ia l  con t rac t  w i t h  IMC f o r  
i n t e r r u p t i  b l  e s e r v i  ce be granted? 
Recommendation: No. TECO'S motion i s  moot because 
t h e  pr imary  case t o  which i t  r e l a t e s  i s  be ing heard a t  
t h i s  agenda. 

I ssue  4: should t h i s  docket be closed? 
Recommendation: I f  no person whose s u b s t a n t i a l  
i n t e r e s t s  a re  a f f e c t e d  by t h e  proposed agency a c t i o n  
f i l e s  a p r o t e s t  w i t h i n  2 1  days o f  t h e  issuance o f  t h e  
order ,  t h i s  docket should be c losed upon t h e  issuance 
o f  a consummati ng order  . 
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CHAIRMAN DEASON: I t em 27.  

MS.  DRAPER: Commissioners, I t e m  27 i s  

s t a f f  s recommendation concerni ng a proposed 

c o n t r a c t  between TECO and I M C .  I t h i n k  t h e  

p a r t i e s  a re  here t o  address t h e  Commission. 

CHAIRMAN DEASON: okay. M r .  Long? 

MR. LONG: Thank you, chairman Deason. I 

t h i n k  i t  might be appropr ia te  f o r  t h e  Commission 

t o  hear f i r s t  d i r e c t l y  from t h e  customer, IMC. 

CHAIRMAN DEASON: Very we1 1 . M r  . McWhi r t e r ?  

MR. McWHIRTER: M r .  chairman, I would l i k e  

t o  pass o u t  an o u t l i n e .  

Commissioners, as you walk down t h e  h a l l s  

t o  l unch  i n  a few minutes, i f  you go down t h e  

l e f t  c o r r i d o r  y o u ' l l  see a pos te r  t h a t  says 

" u t i l i t y  problems" and then a s i l h o u e t t e  o f  a 

stamp, and i t  says, " c a l l  t h i s  800 number and 

i t ' s  solved."  

Tampa E1 e c t r i  c Company's 1 a r g e s t  customer 

has a ve ry  ser ious  problem. 

w i t h  Tampa E l e c t r i c  Company f o r  many months t o  

f i g u r e  ou t  a w a y  t o  resolve t h e  i s s u e  w i t h o u t  

impact ing  s i g n i f i c a n t l y  adverse ly  o t h e r  

customers, and we came up w i t h  a s o l u t i o n  i n  the  

form o f  a c o n t r a c t .  I n  order  t o  understand what 

I t  has been working 
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t h i s  c o n t r a c t  i s  and w h a t  i t ' s  supposed t o  do, 

t he  t w o  p r i  n c i  pa l  s t h a t  have been negot i  a t i  ng 

are  here t o  t a l k  t o  you about i t  today. From 

Tampa E l e c t r i c  we have M r .  Hugh smith, and from 

IMC we have i t s  c h i e f  o f  operat ions f o r  t h e  

m i  n i  ng operat ions throughout t h e  u n i t e d  States, 

M r .  R ich Krakowski. And M r .  Krakowski i s  going 

t o  g i v e  you t h e  customer's view o f  a temporary 

c o n d i t i o n  t h a t  i s  occu r r i ng  now t h a t  t h i s  

c o n t r a c t  be fore  you i s  a t tempt ing  t o  so lve.  I 

would l i k e  t o  in t roduce t o  you M r .  Richard 3 . 
Krakowski. 

MR. KRAKOWSKI: Thank you, John. 

I apprec iate t h e  oppor tun i t y  t o  come before  

you today on behal f  o f  IMC. Just very  q u i c k l y ,  

m y  r e s p o n s i b i l i t y  i s  VP and general manager f o r  

t h e  phosphate business f o r  IMC. MY 

responsi b i  1 i ti es i ncl ude a1 1 the  operati  ons i n 

F l o r i d a ,  as w e l l  as Louis iana. 

AS a l i t t l e  background, we  operate fou r  

mines i n  F l o r i d a  and two chemical p l a n t s  which 

conver t  our mined phosphate t o  t h e  f i n a l  product 

t h a t  goes i n t o  animal n u t r i t i o n  and f e r t i l i z e r s .  

we cover about 300 square m i les ,  and w i t h i n  

F l o r i d a  we employ over 3,000 people. 

ACCURATE STENOTYPE REPORTERS, INC. 
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W e  a re  somewhat unique i n  t h e  Tampa 

E l e c t r i c  system. W e  b a s i c a l l y  have 3 0  TECO 

accounts, and we have w e l l  over 100 m i l e s  o f  our  

own t ransmiss ion l i n e s .  W e  have a unique l o a d  

p r o f i l e .  Due t o  our maintenance schedules, we 

b a s i c a l l y  have lower usage d u r i n g  normal peak 

per iods.  W e  do have our own s e l f - g e n e r a t i o n  

c a p a b i l i t i e s .  we now have t h e  a b i l i t y  t o  

generate on t h e  order  o f  100 megawatts o f  

energy 

Approximately 1 5  t o  20% of our  costs i n  our  

mining operat ions,  which by fa r  i s  our l a r g e s t  

operat ions i n  F l o r j d a ,  a re  costs o f  purchasing 

e l e c t r i c a l  energy. we a re  i n  c u r r e n t  market 

cond i t ions  t h a t  f o r  our i n d u s t r y  a r e  v e r y  

grave.  Th is  i s  a c y c l i c a l  business t h a t  r i g h t  

now i s  i n  a l o w  p o r t i o n  o f  t h a t  cyc le .  And i n  

a d d i t i o n  -- I won't belabor t h e  f a c t s  -- we ' v e  

a l s o  been impacted nega t i ve l y  by raw m a t e r i a l s ,  

s p e c i f i c a l l y  n a t u r a l  gas. And i t  comes a t  a l s o  

a unique t ime  i n  t h e  e l e c t r i c a l  supply, i n  t h a t  

c u r r e n t l y ,  due t o  shortages of genera t ing  

c a p a b i l i t y  on t h e  TKO system, we a re  subject  t o  

s i g n i f i c a n t  buy-through power purchases. 

W e  are  i n  a g loba l  marketplace, so much o f  

~- _ _ _ _ _ _  
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our compet i t ion  i s  o f f sho re .  But much o f  our  

compet i t ion  i s  a1 so i n  F lo r i da .  we have a1 ready 

i n  t h e  F l o r i d a  area seen two o f  our compet i tors  

shut  down due t o  t h e  economic cond i t i ons  i n  t h a t  

marketplace. W e  also have compet i t ion  t h a t ' s  i n  

F l o r i d a ,  b u t  does n o t  -- i s  n o t  i n  t h e  TKO 

system t o  t h e  ex ten t  we are, so they are  n o t  

s u b j e c t  t o  t h e  same generat ing s h o r t f a l l  t h a t  we 

are.  

Hope fu l l y ,  I've been ab le  t o  g i v e  you t h e  

p i c t u r e  f o r  -- j u s t  roughly f o r  our business and 

our  c u r r e n t  s i t u a t i o n .  

W e  have l i m i t e d  opt ions when i t  comes t o  

supply  o f  our energy. O u r  f i r s t  choice w a s  t o  

s i t  w i t h  Tampa E l e c t r i c ,  i d e n t i f y  what our  

problems were, and concerns, and t r y  and work 

t o  a s o l u t i o n .  And I w i l l  t e l l  you, based on 

h i s t o r y ,  t h a t  hasn ' t  t y p i c a l l y  been t h e  f i r s t  

choice.  Many t i m e s  both p a r t i e s  have come 

be fo re  you t o  argue d i f f e r e n t  views and t o  have 

you make t h e  dec is ion  on beha l f  o f  one o r  t h e  

o t h e r .  W e  f e l t  i t  was impera t ive  t h a t  w e  t r y  

and work o u t  a s o l u t i o n  j o i n t l y .  

The b igges t  i ssue f o r  us i s  p r i c e  

s t a b i l i t y .  And i f  we look  back a t  t h e  

ACCURATE STENOTYPE REPORTERS, INC. 
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performance o f  2000, w i t h  t h e  s u b s t a n t i a l  amount 

o f  buy-through energy, t h e  vol at3 1 i t y  i n t h e  

cost  t o  us was enormous. Our business i s  

b a s i c a l l y  run o f f  o f  b i d  business. W e  t ake  a 

subsc r ip t i on  f o r  supply ing a product ,  and we may 

supply t ha t  f o r  a one-time s i t u a t i o n  o r  over an 

extended per iod  o f  t ime.  when we ge t  

s i g n i f i c a n t  swings i n  our  costs ,  e s p e c i a l l y  i n  a 

down market, i t  i s  ve ry  problemat ic  f o r  us. So 

our pr imary o b j e c t i v e  was t o  get some s t a b i l i t y .  

And through s i  gn i  f i  cant  d i  scussi  ons w i t h  

Tampa E l e c t r i c ,  which I was invo lved  w i t h  

because o f  t he  s i g n i f i c a n c e  t h i s  has t o  our 

company, we were a b l e  to come up w i t h  a spec ia l  

con t rac t  that's before  you now t h a t  g ives  us 

t h a t  s t a b i l i t y .  There i s  an o p p o r t u n i t y  should 

buy-through power requirements be l e s s  than 

p ro jec ted  i n  t h a t  c o n t r a c t  where we c o u l d  

economical ly b e n e f i t .  But we a l s o  r e a l i z e  t h a t  

i f  those buy-through purchases a r e  l e s s  than a r e  

forecasted , we would ac tua l  1 y n o t  benef i  t , b u t  

pay more. But t h e  a b i l i t y  t o  hedge and t o  ge t  

t h a t  s t a b i l i t y  i s  so impor tan t  f o r  us i n  making 

dec is ions on what business we t ake  and how w e  

operate our p l a n t s  t h a t  we f e e l  t h a t  t h a t  i s  a 

- 
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prudent dec i s ion  f o r  us. 

Our a l t e r n a t i v e s  are very l i m i t e d .  our  

f i r s t  choice i n  a l l  our e f f o r t s  went i n t o  

i d e n t i f y i n g  a s o l u t i o n  and coming up w i t h  a 

specia l  con t rac t .  On a long-term bas is ,  

c e r t a i  n l  y one o f  our  o p t i  ons i s se l  f -genera t i  on. 

We've demonstrated t h a t  t h a t ' s  an o p t i o n  we've 

taken advantage o f  i n  t h e  past ,  and 

approximately 50% of our c u r r e n t  c a p a b i l i t i e s  

are handled by se l f -genera t ion .  A s  I understand 

i t ,  we've a l s o  been before  t h i s  Commission i n  

the  pas t  on t r y i n g  t o  develop some j o i n t  

r e 1  a t i  onshi  ps t o  get t h a t  generat i  ng capabi 1 i t y  

and supply energy f o r  our  operat ions.  And i f  

we're n o t  ab le  t o  have t h i s  c o n t r a c t  go i n t o  

e f f e c t ,  we ' re  go ing t o  have t o  go back and 

s e r i o u s l y  l o o k  a t  those opt ions.  

And t h e  p a r t  t h a t  was very  s u r p r i s i n g  i n  

t h e  staff's recommendation w a s  t he  concl  u s i  on 

t h a t  we r e a l l y  p rov ide  no va lue t o  t h e  r a t e  

base. And c e r t a i n l y  from a long-term v iewpo in t ,  

t h a t  doesn ' t  seem p l a u s i b l e .  we c o n t r i b u t e  a 

s u b s t a n t i a l  amount o f  money t o  t h e  f i x e d  cos ts  

o f  Tampa E l e c t r i c ,  and over a l ong  p e r i o d  o f  

t i m e ,  t h e  absence o f  t h a t  j u s t  does n o t  appear 

ACCURATE STENOTYPE REPORTERS, INC. 



1 

2 

3 

4 

8 

9 

10 

11 

12 

13 

14 

1 5  

16 

17 

18 

19 

20 

21 

22 

23 

24  

25 

9 

t o  be b e n e f i c i a l  t o  t h a t  r a t e  base. But 

nonetheless, t h a t  i s  one o f  our  few op t ions  i f  

we c a n ' t  ge t  an improvement through t h i s  

cont rac t .  

The o ther  opt ions near term a r e  probably  

more onerous f o r  us. we have u n f o r t u n a t e l y  had 

t o  face shutdowns o f  operat ions i n  Flor l ida.  

We've shut down two o f  our ope ra t i ng  mines i n  

l a t e  '99, which affected several hundred 

employees. I n  the  summer of 2000 we shut  down 

our mining operat ions f o r  two weeks and 

fur loughed a l l  t h e  employees, and t h e  p r imary  

d r i v e r  f o r  t h a t  shutdown was t h e  h i g h  energy 

costs due t o  buy-through energy d u r i n g  t h a t  

per iod.  

I n  summary, we have a shor t - te rm s i t u a t i o n  

t h a t  we a re  l o o k i n g  f o r  he lp,  and we've go t ten  

cooperat ion from Tampa E l e c t r i c  t o  work ou t  a 

spec ia l  c o n t r a c t  t h a t  w i l l  h e l p  us i n  t h i s  

shor t - te rm pe r iod  when buy-through energy 

cont inues t o  be unpred ic tab le  and v o l a t i l e ,  and 

i t  -is our preference to work out a s o l u t i o n  and 

cont inue t o  be a customer o f  Tampa E l e c t r i c .  

Absent t h a t  p o s s i b i l i t y ,  we will then look a t  

t h e  few op t ions  t h a t  we  have. And we're 

ACCURATE STENOTYPE REPORTERS, I N C .  
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b a s i c a l l y  i n  a s i t u a t i o n  t h a t  r e a l l y  requi  res  us 

t o  buy from Tampa E l e c t r i c  o r  be a 

se l  f -generator. 

choices we have i n  f r o n t  o f  us. 

Those u l  ti mate1 y are the  on1 y 

W e  b e l i e v e  we a re  unique. W e  b e l i e v e  we 

don ' t have t h e  same bund1 ed s e r v i  ce requi  rements 

as other  customers. And f o r  t h a t  reason, w e  

be l i eve  t h a t  the spec ia l  c o n t r a c t  n o t  o n l y  makes 

sense f o r  us, b u t  makes sense i n  l i g h t  o f  t h e  

e n t i  r e  customer base o f  Tampa E1 e c t r i  c.  

CHAIRMAN DEASON: Thank you. 

MR. MCWHIRTER: M r .  chai  rman, i f  I may sum 

up from a r e g u l a t o r y  perspect ive.  M r .  Krakowski 

has t r i e d  to i d e n t i f y  f o r  you t h e  very ser ious  

problem t h a t ' s  faced. I would l i k e  t o  spend 

j u s t  a minute o r  two t a l k i n g  about regu la to ry  

po l  i cy and how changi ng cond i t i ons  pl  ay i n t o  

your e x i s t i n g  r e g u l a t o r y  p o l i c y  and c rea te  t h e  

need f o r  t h i s  c o n t r a c t .  

T y p i c a l l y  over t h e  years we 've  had general 

cases. They happened ve ry  f r e q u e n t l y  i n  t h e  

'70s and t h e  e a r l y  p a r t  of the ' 8 0 s .  when you 

had a general r a t e  case, you looked at t h e  

c i  rcumstances o f  a l l  the classes o f  customers 

and you came up w i t h  s o l u t i o n s  t h a t  were 

ACCURATE STENOTYPE REPORTERS, INC. 
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general 1 y appl i cab1 e.  

we've had very few r a t e  cases. The l a s t  Tampa 

E l e c t r i c  case, general r a t e  case, was  i n  1993. 

But s ince 1993, cond i t ions  have changed ve ry  

d ramati c a l l  y . 

s i  nce t h e  m i  dd l  e  OS, 

Attached t o  t h e  1993 order  w a s  a cost o f  

se rv i ce  study t h a t  presumed -- t h a t  showed t h a t  

t h e  i n t e r r u p t i b l e  class o f  customers p a i d  a 

12.34% r e t u r n  on equ i ty .  That w a s  150% h igher  

than t h e  average r e t u r n  pa id  by a l l  customers. 

These companies do make a c o n t r i b u t i o n ,  a 

si gn i  f i  cant c o n t r i  b u t i  on t o  t h e  u t i  1 i t y  system. 

IMC i s  so l a r g e  t h a t  i t  consumes t h e  same amount 

o f  e l  e c t r i  c i t y  t h a t  60,000 r e s i d e n t i  a1 customers 

consume, 60 , 000 res t  den t i  a1 consumers . Its 

demand, because i t  can be i n t e r r u p t e d  i n  peak 

per iods  when t h e  power is needed, i t s  demand i s  

l e s s  than t h e  impact o f  one r e s i d e n t i a l  

customer. That customer ge ts  preference over 

IMC. 

what does IMC c o n t r i b u t e  t o  t h e  system? 

One t h i n g  i t  does i s  -- i f  you look at t h e  

. r e s i  d e n t i  a1 and small commerci a1 1 oad , they  

operate du r ing  t h e  day i n  t h e  peak p e r i o d  o f  

t ime.  T h e i r  system load  f a c t o r  i s  something 

I 
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l i k e  28%. 

the  p l a n t  i s s tand i  ng by wai t i ng t o  serve those 

customers. The h igh  l oad  f a c t o r  customer, IMC, 

i s  t he re  70% o f  t h e  t ime. 

opera t ing  i n  t h e  of f -peak per iod .  

So t h a t  means t h a t  73% o f  t h e  t ime, 

what i t ' s  doing i s  

Based on t h e  f i n d i n g s  t h a t  you had based 

upon Tampa E l e c t r i c ' s  system when you s e t  ra tes  

las t  t i m e ,  you requ i red  t h i s  customer t o  pay a 

demand charge and a non-fuel  energy charge, and 

t h a t ' s  one o f  14 components o f  t h e  b i l l .  w i t h  

those and t h e  c u r r e n t  environmental charge, f o r  

each megawatt-hour t h a t  operates 100% o f  t he  

t ime, the re  w i l l  be a c o n t r i b u t i o n  t o  t h e  

customers -- t o  Tampa E l e c t r i c ' s  f i x e d  costs of 

around $10,000. 

I ' m  n o t  p r i v y  t o  t h e  c o n f i d e n t i a l  

i nformat i  on t h a t  w a s  suppl i ed t o  t h i  s Commi ss ion  

by Tampa E l e c t r i c .  I can o n l y  guess what i t  

sa id ,  because i t  7's c o n f i d e n t i a l .  But our 

c a l c u l a t i o n  i s  t h a t  IMC'S c o n t r i b u t i o n  t o  f i x e d  

costs over and above t h e  v a r i a b l e  cos ts  o f  

opera t ing ,  f u e l  and so f o r t h ,  i s  more than 8 

m i l l i o n ,  probably c l o s e r  t o  $10 m i l l i o n  a year.  

So we t h i n k  t h a t  IMC, being fully i n t e r r u p t i b l e ,  

h e l p i n g  t h e  system l o a d  f a c t o r ,  i s  b e n e f i c i a l .  

ACCURATE STENOTYPE REPORTERS, I N C .  
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The staff's memorandum s tud ied  t h i s  

circumstance, and they came t o  t h i s  conclusion.  

They sa id,  "The amount shown on L jne  F, Column 4 

o f  Tampa E l e c t r i c ' s  c o n f i d e n t i a l  e x h i b i t  

represents t h e  e f f e c t  on f u e l  costs. T h i s  

ana lys is  i n d i c a t e s  t h a t  t h e  general body o f  

ratepayers would see a reduct ion in t h e i r  f u e l  

cost i f  I M C  were t o  leave t h e  system. I n  

a d d i t i o n ,  i f  IMC leaves, TECO'S ratepayers m a y  

exper i  ence i ncreased re1 i abi  1 i t y  , f e w e r  o p t i o n a l  

p r o v i  s i o n  purchases and more who1 esal e s a l  es 

oppor tun i ty .  " 

what M r .  Krakowski and what I see i n  t h a t  

i s  t h a t  t h i s  customer i s  a burden on t h e  u t i l i t y  

system, and y e t  i t ' s  ob l i ga ted  t o  buy o n l y  f r o m  

Tampa E l e c t r i c .  W e  d o n ' t  t h i n k  t h i s  customer i s  

a burden on t h e  u t i l i t y  system. W e  t h i n k  t h e  

staff's ana lys i s  i s  based on a shor t - term 

p r o p o s i t i  on I 

YOU see, i f  t h e  c o n t r a c t  i s  n o t  approved 

and i f  I M C  took  one of t h e  other  a l t e r n a t i v e s  

t h a t  were a v a i l a b l e  to i t , i t  would take  t i m e  

f o r  t h i s  t o  happen. And what would happen 

d u r i n g  t h a t  pe r iod  of t i m e ,  t h e  sum -- t h e  8 t o  

$10 m i l l i o n  a year would s t i l l  be pa id ,  and t h e  

ACCURATE STENOTYPE REPORTERS, I N C .  
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customers would g ive  up nothing, because there  

wouldn't be a genera7 r a t e  case i n  t h e  i n t e r i m ,  

and the re ' s  no r a t e  cap on Tampa E l e c t r i c ' s  

earnings a t  t he  present t i m e .  IF IMC was able 

t o  leave the  system e a r l i e r ,  Tampa E l e c t r i c  

would s u f f e r  the l o s s ,  because i t  would be a 

reduct ion i n  base ra tes ,  and the other customers 

would be no b e t t e r  o f f  

But t h e  problem w i t h  t h a t  i s  that when you 

normal ly do a study, you d o n ' t  use a short- term 

t ime hor izon. You look  a t  t h e  b i g  p i c t u r e .  And 

t h i s  customer has been the re  now f o r  some 75 

years.  Th is  customer i s  p ro jec ted  t o  be the re  

f o r  another 25 t o  3 0  years.  SO when you do your 

ana lys is ,  i ns tead  of i g n o r i n g  that 8 t o  $10 

m i l l i o n  a year t h a t ' s  p a i d  every year, you 

should take t h a t  i n t o  cons ide ra t i on ,  and t h e  

l i k e l i h o o d  t h a t  a h i g h  l oad  f a c t o r  customer 

would be 1 ost, t h e  1 i k e l  i hood t h a t  somebody 

t h a t ' s  being served only  from t h e  reserve margin 

would be l o s t ,  and t h e  l i k e l i h o o d  t h a t  i n  the  

f u t u r e ,  i f  t h e r e  i s  a r a t e  case, customers are 

going t o  have t o  make up t h a t  d e f i c i t  i f  t h a t ' s  

t he  earnings t h a t  Tampa E l e c t r i c  i s  e n t i t l e d  t o  

rece ive  

ACCURATE STENOTYPE REPORTERS, INC. 
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So we t h i n k  t h a t  t he re  i s  a need f o r  a 

s o l u t i o n .  W e  know what t h e  problem is. The 

problem i s  t h a t  dur ing peak per iods f o r  t h e  l a s t  

t h r e e  years,  because o f  a v a r i e t y  o f  reasons I 

won't go i n t o ,  Tampa E l e c t r i c  h a s n ' t  been ab le  

t o  meet t he  demands o f  t h i s  customer based on 

i t s  own generat ing f a c i l i t i e s .  They have t o  go 

ou t  and buy i n  t h e  open market, and they  buy 

when i t ' s  ve ry  expensive. 

We11 , s ince  the  1993 r a t e  case passed, FERC 

has done some dramatic th ings ,  and we n o w  have a 

very  vol a t i  1 e market-based who1 esal e market. so 

when Tampa El e c t r i  c goes to t h e  marketpl ace , 

it's not  buying power t h a t ' s  based on t h e  cost 

t o  p rov ide  t h a t  power, b u t  based upon what t h e  

market w i  11 bear. 

And the w a y  t h e  ra tes  are  s e t  up, r i g h t  now 

IMC i s  t h e  f i r s t  i n  t h e  l i n e  of defense, i f  they  

want t o  s tay  i n  business. They can send t h e i  r 

employees, 3,000 employees home, o r  they can 

s t a y  open. And i f  they s tay  open, w h a t  t hey  

have t o  do i s  purchase power. Last summer they 

e lec ted  t o  c lose  some and send t h e  people home, 

and o the r  t imes they e lec ted  to purchase power. 

So w h a t  happens under t h i s  con t rac t ,  I M C  

ACCURATE STENOTYPE REPORTERS, INC. 
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says, "Look, we w i l l  pay more than t h e  c u r r e n t  

base rates.  W e  w i l l  pay -- w e ' l l  n o t  t a k e  t h e  

advantage of of f -peak incremental  f u e l  c o s t  t h a t  

we take. 60% o f  our power now comes i n  a t  a 

lower p r i c e  than average p r i c e  because we t a k e  

i t  off-peak. we w i l l  n o t  t ake  advantage o f  

t h a t .  W e  w i l l  t ake  average p r i c e . "  

SO t h e y ' r e  going t o  pay more on base ra tes .  

They' r e  going t o  pay more on average f u e l  cost. 

And t h e  o n l y  r e l i e f  t h e y  ask i s  t h a t  t hey  have 

some p r i c e  s t a b i l i t y .  

next  -- t h e  remainder o f  t h i s  c o n t r a c t ,  Tampa 

E l e c t r i c  won' t  have t o  go o u t  i n t o  t h e  market. 

Th is  i s  an insurance p o l i c y .  I f  i t  doesn ' t ,  a l l  

t h e  customers a re  going t o  be a l o t  b e t t e r  o f f  

by the  a d d i t i o n a l  money t h a t ' s  pa id  and w i l l  

f l o w  d i r e c t l y  i n t o  t h e  f u e l  cost. 

It may be t h a t  d u r i n g  t h e  

I t  may be t h a t  t h e r e  w i l l  be a reduc t i on  -- 

I mean, Tampa E l e c t r i c  may have t o  cont inue t o  

go ou t  i n t o  t h e  market. We t h i n k  a f t e r  March 

t h e  15th of next  year, t h i n g s  a re  going t o  

improve a l o t  because t h e  FMPA c o n t r a c t  w i l l  

expi  re, and t h a t  capac i t y  w i  11 become avai 1 ab1 e . 
We th ink  t h a t  t h e  Gannon P l a n t  i s  going t o  get 

operat ing.  And we t h i n k  t h a t  Tampa E l e c t r i c ' s  

ACCURATE STENOTYPE REPORTERS I N C .  
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system i s  improving, and t h e y ' l l  be ab le  t o  meet 

us from t h e i r  own resources. 

no t ,  t h i s  insurance p o l i c y  says, "Okay. W e  w i l l  

p r o t e c t  you up t o  a c e r t a i n  l i m i t ,  and i f  t h e  

c o s t  i s  r e a l l y  exo rb i tan t ,  then you I re e i t h e r  

going t o  have t o  e l e c t  t o  pay t h a t  cost o r  go 

o f f  t h e  system." 

But i f  t h e y ' r e  

we thought that  i t  was a reasonable and 

f a i r  compromise f o r  t he  b e n e f i t  o f  a l l  

customers. I t ' s  a shar ing o f  t h e  r i s k .  

I f  t h e r e  were a rate case and we cou ld  come 

i n  and e x p l a i n  t h e  circumstances, i f  we had 

t ime,  we cou ld  demonstrate w i t h  c l a r i t y ,  w i t h  

g r e a t  s p e c i f i c i t y .  

w i t h  i s  a p r o j e c t i o n  o f  capac i t y  a v a i l a b i l i t y  

and a p r o j e c t i o n  o f  f u t u r e  f u e l  cos ts  and a 

p r o  j e c t i  on o f  who1 esal  e market condi ti o n s  . None 

o f  those circumstances e x i s t e d  i n  t h e  last  r a t e  

case. None o f  those circumstances should e x i s t  

a f t e r  t h e  year 2004 when t h e  reserve margin i s  

res to red  t o  i t s  former v i a b i l i t y  o r  o ther  t h i n g s  

happen. T h i s  c o n t r a c t  i s  a shor t - te rm modicum. 

And t h a t  b r i n g s  us to t h e  second aspect o f  

t h i s  case. when does t h e  c o n t r a c t  t ake  e f f e c t ?  

o f  course, we would l i k e  i t  -- s ince  i t ' s  a 

But  now what w e '  r e  dea l i ng  
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short- term modicum, we would l i k e  t o  have i t  

take  e f f e c t  as e a r l y  i n  t h e  c o n t r a c t  pe r iod  as 

possib le .  I t  w a s  negot ia ted  l a s t  August. we 

would l i k e  i t  t o  become e f f e c t i v e  as o f  t h e  

negoti  a t i  on date 

I t ' s  no t  ratemaking. It's dea l i ng  w i t h  

cost recovery. And t h e r e  are  a number o f  cases 

-- 1 won't go i n t o  t h a t  at t h i s  j unc tu re .  

But we humbly and r e s p e c t f u l l y  p lead w i t h  

you t h a t  you w i l l  enable t h i s  customer, which i s  

t h e  l a r g e s t  customer o f  this u t i l i t y ,  which has 

been a b e n e f i t  f o r  75 years and hopes t o  

cont inue t o  be a b e n e f i t  i n  the f u t u r e ,  t h a t  you 

w i l l  g i ve  i t  t h e  o p p o r t u n i t y  t o  g e t  some r e l i e f  

du r ing  t h i s  very scary per iod .  W e  d o n ' t  think 

i t ' s  unreasonable, and we d o n ' t  t h i n k  i t ' s  

u n f a i r  t o  o the r  customers. If w e  d i d ,  w e  

wouldn ' t  be here. 

CHAIRMAN DEASON: TECO? 

MR. LONG: Commissioners, good a f te rnoon.  

My name i s  Harry  Long, and I ' m  represent ing  

Tampa E l e c t r i c  Company. With me i s  our V i c e  

President o f  Energy Services,  Hugh smith,  and he 

would l i k e  t o  make some comments t o  t h e  

Cornmi s s i  on i n connect ion w i  t h  t h e  s t a f f  

ACCURATE STENOTYPE REPORTERS, I N C .  
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recommendation. 

MR. SMITH: Good af ternoon, Commissioners. 

As  M r .  Long in t roduced me, I ' m  Hugh smith.  I ' m  

t h e  Vice Pres ident  o f  Energy Services and 

Market i  ng. 

And as you ' re  hear ing  today, I know t h a t  

you've heard over t h e  l a s t  couple of years o f t e n  

from our  i n t e r r u p t i  b l  e customers t h a t  t h e i  r 

s i t u a t i o n  i s  s i g n i f i c a n t .  And t h e  fac to rs  t h a t  

c o n t r i b u t e  t o  i t  we agree on, and we understand 

t h a t  t h e i  r s i t u a t i o n  i s  severe. 

On mu1 ti p l  e occasions , t h i  s Commi s s i  on has 

asked us t o  work w i t h  our  customers t o  t h e  

ex ten t  p o s s i b l e  t o  resolve outstandi  ng i ssues 

and n o t  have those issues  t o  come before  you. 

And t h i s  i s  an example of t h a t  t ype  of s i t u a t i o n  

where we a c t u a l l y  have worked w i t h  t h e  customer 

to address some c r i t i c a l  i ssues  t h a t  t hey  have 

from t h e i r  perspec t ive .  And al though 1 th ink  

going i n ,  we  can agree w i t h  t h e  staff t h a t  t h i s  

i s  n o t  a p e r f e c t  so lu t i on ,  we believe t h a t  i t  

does s t r i k e  t h e  approp r ia te  balance between 

p r o v i d i n g  an i n c e n t i v e  t o  a customer t o  retain 

them and keep them on our system versus t h e  

consequences t o  t h e  r e s t  o f  our r e t a i l  customer 

ACCURATE STENOTYPE REPORTERS, I N C .  
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base o f  l o s i n g  t h a t  f i x e d  cos t  c o n t r i b u t i o n  t h a t  

they prov ide.  

I n  t h e  negot ia t ions ,  we d i d  not view t h a t  

we were o f f e r i n g  IMC a d iscount  o r  an i n c e n t i v e  

t h a t  was inappropr ia te ,  b u t  r e a l l y  o n l y  seeking 

t o  f i n d  a f a i r  compromise t h a t  would be j u s t  

enough t o  be ab le  t o  keep them on our  system and 

cont inue t o  prov ide t h a t  b e n e f i t .  

s t a f f  has done a c r e d i b l e  j o b  i n  

descr ib ing  the  agreement, and I w i l l  n o t  go back 

and go over a l l  o f  t h a t .  We do b e l i e v e  t h a t  

i t ' s  impor tant  f o r  you as t h e  Commissioners t o  

understand t h a t  t h e  c o n t r a c t  goes two ways. It 

i s  n o t  a con t rac t  t h a t  o f f e r s  a d iscount  

necessar i l y  t o  IMC, b u t  ra the r ,  i n  t h e  

e v e n t u a l i t y  t h a t  we  en te r  into t h i s  agreement, 

they w i l l  a c t u a l l y  pay more than they  c u r r e n t l y  

pay under t h e i r  c u r r e n t  r a t e  t a r i f f  i f  you 

exclude t h e  op t i ona l  p r o v i  s i o n  p o r t i o n s  o f  t h a t  

And so i t  i s  an increase i n  t h e i  r so-called base 

r a t e  t h a t  they would pay on a r e g u l a r  bas is .  

I t  does go so f a r  as t o  r e q u i r e  them t o  

cont inue to have a l o a d  p r o f i l e  s i m i l a r  t o  what 

M r .  Krakowski described, one t h a t  peaks i n  t h e  

evening hours, and t h e r e f o r e  p r o v i  des those 

ACCURATE STENOTYPE REPORTERS, INC. 
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a d d i t i o n a l  cost /benef i  ts under t h i  s scenar i  0. 

The r a t i o n a l e  o f  why Tampa E l e c t r i c  would 

enter  i n t o  an agreement l i k e  t h i s  I hope has 

become c l e a r ,  and tha t  i s  to resolve t h e  

customer's concern f o r  having a s tab le  

envi  ronment i n  which they  can p r e d i c t  t h e i  r 

e l e c t r i c  costs  and be ab le  t o  perform t h e i  r 

business i n  a manner which they  deem c r i t i c a l .  

Jus t  t o  r e i t e r a t e  one l a s t  t i m e ,  t o  t h e  

ex ten t  t h a t  they spend money on t h i s  amount t h a t  

i s  above t h e  c u r r e n t  1s r a t e  t h a t  they a re  

paying, those d o l l a r s  would be t o  the  b e n e f i t  o f  

t h e  customers as a whole, and Tampa ~ l e c t r j c  

stands t o  ga in  nor l o s e  under this agreement t h e  

way t h a t  i t  has been proposed. 

AS I M C  s t a t e d  e a r l i e r  and I hope t h a t  you 

a l l  acknowledge and know, they  are  our l a r g e s t  

customer. 

CHAIRMAN DEASON: L e t  me i n t e r r u p t  f o r  a 

second. 

MR. SMITH:  Yes. 

CHAIRMAN DEASON: Could YOU repeat t h a t  

about how TKO does n o t  stand t o  ga in o r  lose 

anyth ing  i n  t h i s  c o n t r a c t ?  

MR. SMITH: The way we s t r u c t u r e d  t h e  

ACCURATE STENOTYPE REPORTERS, I N C .  
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regu la to ry  t reatment o f  t h e  agreement would be 

to charge them a r a t e  t h a t  i s  c u r r e n t l y  h igher  

than t h e  t a r i f f  t h a t  they are  under. To t h e  

ex ten t  t h a t  t h e  op t i ona l  p r o v i  s i  on purchases are  

made f o r  t h e i r  b e n e f i t ,  then we would propose t o  

absorb t h a t  i n t o  our  o v e r a l l  f u e l  and purchased 

power clause. The amount t h a t  they have pa id  i n  

a d d i t i o n  to t h e i r  cu r ren t  r a t e  s t r u c t u r e  could 

be viewed as being an est imate o f  those costs. 

And t o  t h e  ex ten t  t h a t  t h e  amount o f  power 

purchased under t h e  fue7 and purchased power 

clause exceeded, i f  you want t o  c a l l  i r  t h a t  

premium, then those would go t o  t h e  d e b i t  o f  our  

customers. And t o  t h e  ex ten t  t h a t  t h e  amount o f  

money t h a t  we spent on dollars, i f  they were 

l e s s  than what t h a t  premium i s ,  then t h a t  would 

go t o  t h e  b e n e f i t  o f  our customers, a l l  c r e d i t e d  

through t h e  f u e l  and purchased power c lause 

p o r t i o n  o f  our ra tes .  

CHAIRMAN DEASON: SO i s  i t  your p o s i t i o n  

t h a t  every -- purchases and t h e  n e t  e f f e c r  o f  

t h e  c r e d i t  i n  comparison t o  base ra tes ,  a l l  

that's going t o  f l o w  through t h e  clause? 

MR. SMITH: Yes, t h a t ' s  t h e  w a y  t h e  

regu la to ry  t reatment  was proposed w i t h  respect  

~ 
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t o  t h i s  agreement, w i t h  t h e  except ion t h a t  w a s  

mentioned e a r l i e r ,  and t h a t  i s  t h a t  i f  ra tes  i n  

t h e  wholesale market exceed $500 a 

megawatt-hour, then at t h a t  p o i n t  we would cease 

t o  bear the  r e s p o n s i b i l i t y  o f  those purchases t o  

t h e  det r iment  o f  our  customers, and IMC would be 

back i n  t h e  p o s i t i o n  o f  be ing j u s t  as they a re  

today, choosing t o  purchase o r  t o  be i n t e r r u p t e d  

under t h a t  scenar i  0. 

CHAIRMAN DEASON: A r e n ' t  you s h i f t i n g  cos t  

t o  t h e  o the r  ratepayers? 

MR. S M I T H :  As M r .  McWhi r t e r  t r i e d  t o  

exp la in ,  and I t h i n k  he d i d  a good job ,  w e ' r e  

not  s h i f t i n g  cost necessa r i l y .  I t h i n k  t h a t  

t h e r e  i s  a scenar io  t h a t  i f  th ings  were t o  

cont inue on as they had f o r  t h e  pas t  two 

summers, then t h e r e  would be some i ncremental 

cos t  s h i f t i n g  t h a t  would occur through t h e  f u e l  

and purchased power clause. I f  our  purchases 

are  l e s s  on a going-forward bas i s ,  then i n  f a c t  

t h e r e  could be b e n e f i t s  s h i f t e d  onto the  r e s t  o f  

t h e  customers. 

CHAIRMAN DEASON: And t h o s e  are t he  

b e n e f i t s  t h a t  you say you w i l l  f l o w  through t h e  

clause? Those are  t h e  b e n e f i t s  you say you w i l l  
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f l o w  through t h e  clause? 

MR.  SMITH:  Yes. I n  t h e  event t h a t  IMC 

were t o  leave our system, then no mat ter  what 

would have happened through t h e  shor t - term 

e f f e c t s  on our f u e l  and purchased power c lause, 

t h e  c o n t r i b u t i o n  t o  f i x e d  costs  t h a t  they  

c u r r e n t l y  make would disappear under t h a t  

scenar io i n  any case. 

I n  the  event t h a t  f u e l  o r  purchased power 

expenses were e i t h e r  borne by t h e  r e s t  o f  t h e  

ratepayers o r  c r e d i t e d  t o  t h e  ratepayers,  on a 

r e l a t i v e  bas is ,  we  be l i eve  t h a t  those would be 

small i n  comparison t o  t h e  f i x e d  cost 

c o n t r i b u t i o n  t h a t  those r e t a i l  ratepayers would 

l o s e  i n  the  event t h a t  IMC were t o  leave our  

system. 

The s t a f f  suggests t h a t  ratepayers may see 

reduct ions i n  f u e l  costs  and increased 

r e l i a b i l i t y  i f  IMC were t o  leave our  system. 

They make t h a t  determinat ion i n  p a r t  based on 

t h e  f a c t  t h a t  Tampa E l e c t r i c ' s  incremental  c o s t  

t o  serve any customer today i s  h igher  than i t s  

average cos t  on a f u e l  bas is .  And us ing  t h a t  

same l o g i c ,  i t  would l ead  us t o  b e l i e v e  t h a t  we 

should no t  on l y  n o t  accept new customers onto 
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our system, b u t  we  should discourage anybody 

from coming t o  our system, because c a r r y i n g  t h a t  

l o g i c  t o  i t s  end would t e l l  us t h a t  any new 

customer i s  going t o  add c o s t  t o  every o ther  

customer on our system. And I t h ink  that's a -- 
i t  d e f i e s  l o g i c  i ns tead  o f  i nco rpo ra tes  good 

l o g i c  i n  terms o f  deducing how t o  handle these 

costs 

The i ssue  on r e l i a b i l i t y  1 t h i n k  i s  one 

t h a t  does n o t  have much m e r i t  e i t h e r .  From a 

re1 i abi 1 i ty standpoi n t ,  IMC under t h i  s agreement 

will remain an i n t e r r u p t i b l e  customer and w i l l  

be i n t e r r u p t e d  i n  t h e  event t h a t  w e  cannot go 

o u t  and secure power, and t h e r e f o r e ,  customers 

would n o t  be a f f e c t e d  by t h i s  c o n t r a c t  one way 

or t he  o t h e r  w i t h  respect t o  i t s  r e l i a b i l i t y .  

COMMISSIONER PALECKI:  L e t  me ask YOU a 

quest ion.  ~ ' m  t r y i n g  t o  f i g u r e  o u t  what t h e  

e f f e c t s  w i l l  be i f  I M C  uses less than  they  are 

now consuming. Then IMC pays more i n  base 

r a t e s ,  t h e  ratepayers pay more i n  purchased 

power cos ts ,  and IMC pays l e s s  i n  purchased 

power costs, based upon less consumption. NO? 

MR. MCWHIRTER: Can I answer t h a t ?  

COMMISSIONER PALECKI:  Yes. 
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MR. McWHIRTER: I t  doesn ' t  make any 

d i f f e r e n c e  whether IMC consumes more o r  l ess .  

They s t i l l  pay the same base ra tes .  The t h i n g  

t h a t  w i l l  change i s  i f  Tampa E l e c t r i c  purchases 

l e s s  power from the  wholesale market a t  h igh  

p r i c e s .  I f  i t  purchases wholesale power a t  l o w  

p r i  ces , a1 1 customers w i  11 b e n e f i t ,  because IMC 

i s  now paying more than i t  f o r m e r l y  d i d .  I f  i t  

purchases more a t  h igh  p r i c e s  du r ing  peak 

per iods ,  then IMC w i l l  b e n e f i t ,  because 

presumably i t s  s t a b i l i z e d  rate may be lower than 

those p r i c e s  . 
SO t h e  whole t h i n g  i s  based upon 

p r o j e c t j  ons o f  Tampa E1 ect r i  c ' s capaci ty and 

f u e l  costs f o r  t he  nex t  t h r e e  years. And as you 

might  have recognized i n  t h e  pas t ,  t he re  is some 

v o l a t i l i t y  i n  those p r o j e c t i o n s .  The o n l y  t h i n g  

we know i s  t h a t  t h e y ' r e  wrong. But these people 

have t r i e d  to work together .  I M C  says, "we can 

s t a y  i n  business i f  we can g e t  a s t a b i l i z e d  r a t e  

t h a t  enables us t o  know what our  costs are  going 

t o  be, b u t  we have d i f f i c u l t y  when w e  d o n ' t  know 

w h a t  t h i s  major component o f  our  cos t  i s  going 

t o  be " 

COMMISSIONER PALECKI  : I n i  t i a1 1 y I 'm 
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f avo r ing  -- favo rab ly  i n c l  i ned t o  approve t h i  s 

s o r t  o f  a con t rac t .  I know t h a t  t h e  gas 

i n d u s t r y  has t a r i f f s  t h a t  will a l l o w  the gas 

i n d u s t r y  t o  f l e x  t h e i r  r a t e s  down when customers 

are th rea ten ing  t o  bypass, and i t  h a s  b e n e f i t e d  

many o f  t h e  gas companies. B u t  each o f  those 

t a r i f f s  p rov ide  t h a t  t h e  r a t e  must cover t h e  

incremental cost t o  serve t h e  customer, and f 

guess t h a t ' s  t h e  h i t c h  t h a t  I have, t h e  bother 

t h a t  I have. IS i t  poss ib le  under t h i s  c o n t r a c t  

t h a t  t h e  r a t e  pa id  by IMC w i l l  n o t  cover t h e  

incremental  cost t o  serve? 

MR. MCWHIRTER: Wel l ,  t h e r e  are  14  

components t o  t h e  b i l l ,  and i t  may not -- what 

may happen i s  t h a t  i f  they  have t o  purchase 

power du r ing  a peak pe r iod  a t  a ve ry  expensive 

ra te ,  b u t  l e s s  than t h e  c e i l i n g ,  then t h a t  p r i c e  

would be shared l i k e  an insurance premium among 

a l l  o f  t h e  customers, I f  they d o n ' t  have t o  do 

t h a t ,  then IMC w i l l  pay more than i t  would 

otherwise pay. B u t  i t  w i l l  always cover t h e  

incremental  cos t  i n  base ra tes .  It w i l l  always 

cover Tampa E l e c t r i c ' s  average fue3 cost as i t ' s  

determined from year t o  yea r .  I t  w i l l  always 

cover a l l  taxes tha t  are imposed. what i t  does 
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i s ,  i t  e l im ina tes  the  v o l a t i l i t y  f o r  purchased 

power i n  t h e  wholesale market, which i s  an 

e n t i r e l y  d i f f e r e n t  deal than i t  w a s  i n  1993 when 

b a s e  r a t e s  were se t .  

COMMISSIONER PALECKI:  Wel l ,  I know t h a t ,  

f o r  example, Centra l  F l o r i d a  Gas company 

r e c e n t l y  had a r a t e  case, and i t  was d r i v e n  by 

phosphate mines being shut down. 1 t h i n k  some 

of those mines were I M C  mines. That's a l arge  

concern t h a t  I have. ~ ' m  just t r y i n g  t o  g e t  a 

b e t t e r  handle o f  how the  r i s k  i s  shared between 

Tampa E l e c t r i c  Company, t h e  ratepayers , and I M C .  

And 1: can see t h a t  t h e r e  i s  a p o s s i b i l i t y  o f  

t h e  ratepayers being i n j u r e d  under t h i s  p lan.  

what i s  t h e  r i s k  t h a t  Tampa E l e c t r i c  Company i s  

imposing under t h e  plan? 

MR. McWHIRTER: W e l l ,  t h e  q u e s t i o n  i s  which 

p o t e n t i a l  i n j u r y  i s  greater. And 1 t h i n k  t h i s  

i s  w h a t  t h e  s t a f f  has focused on. It says i n  

t h e  k i n d  o f  f l e x  r a t e  con t rac ts  i n  t h e  gas 

i n d u s t r y  and G u l f  Power's spec ia l  con t rac ts ,  the  

r e l i e f  t o  t h e  customer came from base r a t e s  

r a t h e r  than c o s t  recovery. Th is  case i s  

d i f f e r e n t ,  i n  t h a t  t h e  r e l i e f  i s  coming from 

c o s t  recovery,  and the re fo re ,  i t  w i l l  f l o w  

1 
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through t h e  cost recovery clauses, i f  i t  occurs, 

ra the r  than base rates. 

The t h i n g  t h a t  t h e  s t a f f  d i d n ' t  r e a l l y  

address i s  -- they s a i d ,  " w e l l ,  you'll e i t h e r  

c o n t i n u e  t o  c o l l e c t  t h e  f u l l  base r a t e s  o r  

y o u ' l l  lose them a l toge the r .  And s ince  t h e r e ' s  

no r a t e  case pending, t ha t  i s n ' t  going t o  affect 

other  customers." But our  po in t  i s  t ha t  those 

base rates t h a t  a r e  p a i d  f o r  t h e  -- t o  cover t h e  

system's opera t i ng  and f i x e d  costs a r e  g r e a t e r  

than any p o t e n t i a l  a d d i t i o n a l  cos ts  t h a t  t h e  

customers might see because Tampa E l  e c t r i  c 

dur ing  c e r t a i n  peak per iods  had t o  go o u t  and 

buy i n  t h e  open market. 

Now, t h e  quest ion i s :  what i s  t h a t  amount 

of money? Let's t ake  a w o r s t  case scenar io ,  and 

l e t ' s  say over t h e  three-year per iod ,  customers 

had to pay $8 m i l l i o n  more. The p r o j e c t i o n s  

d o n ' t  show any th ing  l i k e  that ,  b u t  say t h a t  

happened . w e l l  , i n t h e  three-year  per iod ,  IMC 

would have paid 24 t o  $30 m i l l i o n  i n  base ra tes .  

so t h e  customers will b e n e f i t  f r o m  t h a t  base 

r a t e  c o n t r i  b u t i  on. 

However , staff says, "That ' s no probl  em, 

because customers don't get h i t  w i t h  t h a t  
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addi t-i onal b e n e f i t  un l  ess t h e r e ' s  a r a t e  case " 

What I'm suggesting t o  you i s  t h a t ' s  

shor ts igh ted .  If IMC has to go t o  o ther  

a l t e r n a t i v e s ,  t h a t  8 t o  $10 m i l l i o n  a year goes 

away, and i t  goes away not  f o r  t h e  three-year 

per iod ,  b u t  i t  goes away f o r  t h e  next  30 years, 

and that's a b i g  impact. And i n  order  t o  -- and 

t h a t '  s what you ' r e  w e i  gh i  ng agai n s t  t h i  s 

p o t e n t i a l  t h a t  t he  purchased power cos t  du r ing  

t h e  n e x t  t h r e e  years may be h igh.  Nobody 

p r o j e c t s  t h a t  i t ' s  going t o  happen l i k e  t h a t .  

But t h a t ' s  a ser ious -- and he t a l  ked t o  

you about what has happened i n  t h i s  i n d u s t r y ,  

and i t ' s  a p p a l l i n g  what has happened -in the 

phosphate i n d u s t r y  i n  the  l a s t  t e n  years.  IMC 

would today be consuming tw ice  as much 

e l e c t r i c i t y  as i t  does i f  it hadn ' t  gone t o  

s e l  f -generat i  on, t w i  ce as much el e c t r i  c i  r y  . 
NOW, i f  t h e  theory i s ,  and your theo ry  

supports t h i  s , t h a t  conservation clauses 

encouraging people t o  go i n t o  cogenerat ion i s  

b e n e f i c i a l ,  IMC has been a g r e a t  b e n e f i t  t o  the  

customers o f  Tampa E l e c t r i c  by bu i  1 d i  ng 

cogeneration . And t h a t  cogenerati  on i s 

a v a i l a b l e  on an as-ava i lab le  bas i s  t o  a l l  

ACCURATE STENOTYPE REPORTERS , INC. 
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customers. There has been a m u t u a l i t y  over t h e  

years o f  working w i t h  t h i s  very l a r g e  and very  

unusual type  load.  A n d  a71 we' re ask ing f o r  i s  

temporary r e l i e f  f o r  a three-year pe r iod  t o  

s t a b i  1 i z e  p r i ces .  

CHAIRMAN DEASON : Fur ther  q u e s t i  ons? 

MR. SMITH:  I wasn't -- I ' m  sorry .  

CHAIRMAN DEASON: I'm s o r r y .  You're not 

f i n i  shed? 

MR. SMITH: I wasn't f i n i s h e d  w i t h  m y  

remarks yet. ~ ' m  sorry.  

CHAIRMAN DEASON: I was just hoping. 

please c o n t i  nue . 
MR. SMITH: I f  you d o n ' t  want me t o  

f i n i s h  -- 

CHAIRMAN DEASON: No. 

MR. S M I T H :  -- 1'11 stop r i g h t  t he re .  

CHAIRMAN DEASON: No, no. YOU go r i g h t  

ahead. 

MR. SMITH: Commissioner p a l e c k i ,  I t h i n k  

when you look and d o  an ana lys i s  o f  al l  o f  t h e  

costs,  when you looked a t  both t h e  f i x e d  cost 

c o n t r i b u t i o n s  and t h e  p o t e n t i  a1 fuel impacts, i t  

demonstrates cl ear ly  t h a t  mai n t a i  n i  ng t h i  s 

customer on our system has value.  we have to 
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a s k  ourselves,  and we d i d  ask ourselves w i t h i n  

Tampa ~ l e c t r i c ,  what a r e  t h e  rea l  r i s k s  t h a t  we 

would lose t h i s  l o a d  from our system. And 

t h a t ' s  ve ry  d i f f i c u l t  f o r  us t o  assess as an 

e l e c t r i c  u t i l i t y ,  and f hope t h a t  M r .  Krakowski 

has convinced you today o f  some o f  those 

issues 

we d o n ' t  have access t o  t h e i r  p r o p r i e t a r y  

business i n fo rma t ion .  However, we  do know t ha t  

e l e c t r i c i t y  i s  a s i g n i f i c a n t  e lement  o f  t h e i r  

costs. we do know t h a t  i n  o ther  areas o f  t h e  

country  and i n  F l o r i d a  t h a t  IMC has shut down 

operat ions t h a t  were deemed to be n o t  

c o s t - e f f e c t i v e .  we know t h a t  I M C  has inves ted  

large amounts o f  capital i n  t h e  pas t  t o  

s e l f - g e n e r a t e  e l e c t r i c i t y .  W e  know t h a t  I M C  i s  

under heavy pressure w i t h  t h e i r  product  based on 

stepped-up i n t e r n a t i  onal compet i t ion.  And we do 

know t h a t  IMC on at  least  two occasions i n  t h e  

pas t  severa l  years has attempted t o  develop 

a l t e r n a t i v e s  w i t h  o u t s i d e  supp l i e rs  o f  

e l  e c t r i  c i t y  through a sol i c i t a t i o n  process. 

w i t h  those f a c t s  i n  mind, we know t h a t  IMC 

i s a s i  gn i  f i  cant  customer th rea ten i  ng to 1 eave 

our system. I f  they do e i t h e r  leave our  system 
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o r  devel op s e l  f -generat i  on a1 t e r n a t i  ves , i t w i  1 1  

be a s i g n i f i c a n t  l o s s  o f  f i x e d  revenues t o  our 

system t h a t  w o u l d  impact o ther  customers, and 

t h a t  when you take a balanced view o f  bo th  t h e  

long-term and t h e  shor t - term aspects o f  t h i s  

i ssue t h a t  i t  dictates t h a t  t h e  only prudent 

response i s  t o  t r y  to nego t ia te  something to 

keep t h i s  customer on our system, and w e  b e l i e v e  

t h a t  we've made a good e f f o r t  t o  do t h a t .  

The c o n t r a c t  t h a t  we've p u t  be fo re  t h e  

Commi ss ion i s t h e  best  vehi  cl e we  b e l  i eve t h a t  

we  have a v a i l a b l e ,  and I would encourage you a l l  

t o  consider approving t h a t  today. And i n  t h e  

1 andscape o f  devel op i  ng -- t h a t  ' s devel o p i  ng i n 

our business, we f e e l  l i k e  i t ' s  go ing to become 

more and more c r i t i c a l  f o r  e l e c t r i c  u t i l i t i e s  

such as Tampa E l e c t r i c  t o  have t h e  f l e x i b i l i t y  

t o  deal w i t h  customers on a case-by-case b a s i s  

as w e  see s i g n i f i c a n t  t h r e a t s  f rom compe t i t i on  

i n  our business and t h e  a b i l i t y  t o  ma in ta in  and 

r e t a i n  customers on our system i n  t h e  f u t u r e .  

Thank you f o r  your cons idera t ion .  

COMMISSIONER JABER: I have a ques t ion  w i t h  

respec t  t o  what you sa id ,  t h a t  3MC was  go ing  

through t h e  RFP process and was t r y i n g  t o  
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s o l i c i t  another source o f  supp3y. 

L e t ' s  say something happens i n  the next  

year o r  year and a h a l f  t h a t  would a l low IMC t o  

enter  i n t o  a d i f f e r e n t  contract  w i t h  a d i f f e r e n t  

supp l i e r .  Does your proposal ,  which 

contemplates a three-year commitment, prevent 

IMC from l o o k i n g  f o r  another source t h a t  might 

be even cheaper? 

MR. SMITH:  There are  c e r t a i n  p rov i s ions  

w i t h i n  the  agreement t h a t  allow IMC t o  e x i t  t he  

agreement w i  t h i  n t h a t  three-year  per iod.  L 

d o n ' t  b e l i e v e  t h a t  i t  a l lows them t o  s o l i c i t  and 

prov ide an a l t e r n a t i v e  supply. Even i n  t h e  

event t h a t  i t  d i d ,  Commissioner Jaber ,  1 b e l i e v e  

t h a t  t h e  process by which i t  would take them t o  

go through t h e  process o f  developing a 

s i g n i f i c a n t  a1 t e r n a t i v e  would probably take  most 

o f  t h a t  t ime p e r i o d  i n  any event. 

COMMISSIONER JABER: W e l l ,  l e t ' s  J u s t  Say 

t h a t  Duke i n  the  next  18 months -- I n o t i c e  t h a t  

t h e  recommendation mentions Duke -- i n  t h e  nex t  

18  months can a c t u a l l y  p rov ide  a source o f  

supply t o  IMC. under your proposal ,  IMC would 

be c o n t r a c t u a l l y  o b l i g a t e d  t o  remain w i t h  TKO 

dur ing the three-year  du ra t i on .  
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MR. SMITH:  Y e s ,  m a ' a m .  

COMMISSIONER JACOBS: why n o t  waive t h e  

buy-th rough? 

MR. McWHfRTER: I d i d n ' t  understand t h e  

quest ion.  

COMMISSIONER JACOBS: why not  waive t h e  

buy- t h  rough? 

MR. MCWHIRTER: we'll, i f  w e  waive t h e  

buy-through, t h a t  means we would be i n t e r r u p t e d ,  

and t h e  3,000 -- 

COMMISSIONER JACOBS: No, what I ' m  say ing 

i s ,  can you go out -- p a r t i c u l a r l y  you, because 

you have subs tan t i a l  i n f r a s t r u c t u r e ,  can you go 

ou t  on t h e  market and maybe f i n d  b e t t e r  deals? 

MR. McWHIRTER: No. W e '  r e  ob1 i g a t e d  o n l y  

t o  buy e l e c t r i c i t y  f rom Tampa E l e c t r i c .  

COMMISSIONER JACOBS: what I ' m  suggesting 

t o  Tampa E1eCtr-k i s  t h a t  i f  you want t o  keep 

t h i s  customer, why  not  waive t h a t  f o r  t h e  

l i m i t e d  p e r i o d  t h a t  you ' re  speaking o f  here? 

MR. SMITH:  W e  have entered i n t o  some 

p rov i s ions  f o r  customers such as IMC to be ab le  

t o  go out  i n t o  t h e  marketplace and do t h e i r  own  

buying. u n f o r t u n a t e l y ,  f b e l i e v e  t h a t ,  f i r s t  o f  

a l l  , w i t h  t h e  s i z e  they  are  versus t h e  s i z e  of 

~. . ~~~ ~ 
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Tampa E l  e c t  r i  c and sophi s t i  c a t i o n  t h a t  we have 

i n  buying i n  the  marketplace today, they would 

have a d i f f i c u l t  t i m e  i n  achiev ing t h e  same 

r a t e s  t h a t  we've achieved. And even to t h e  

ex ten t  t h a t  they d i d ,  they would be faced with 

t he  same market fo rces  that t h e y ' r e  f a c i n g  today 

through purchases t h a t  we  make fo r  them. 

There's no a d d i t i o n a l  cost added onto t h e  

purchases t h a t  w e  make. And t o  the ex ten t  t h a t  

we have i ndeed achieved the  1 owest poss i  b l  e 

a1 t e r n a t i v e  t o  be purchased i n  the  marketplace 

t o  supply t o  them, they pay o n l y  t h a t  actual  

cos t  and no fees  on t o p  tha t ,  i f  you ' re  

s p e c i f i c a l l y  r e f e r r i n g  t o  t h e  o p t i o n a l  p r o v i s i o n  

purchases t h a t  we make on the-i r beha l f .  

COMMISSIONER JACOBS: The concern 1 would 

have i s ,  in t h e  event they go out and f i n d  power 

-- w e l l ,  l e t  me take i t  t h e  o the r  rou te .  we ' re  

p r e t t y  much a t  a -- I almost d i d  i t . I was 

s p e c i f i c a l l y  t r y i n g  t o  ge t  away from any mention 

o f  anything. 

But under t h e  arrangements t h a t  you've 

engaged i n ,  we p r e t t y  much d o n ' t  have any 

o p p o r t u n i t i e s ,  o r  i n c e n t i v e s ,  a c t u a l l y ,  f o r  

someone t o  go below w h a t  you agree t o  be the  cap 
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f o r  t h e  c r e d i t  under your agreement. 

an agreement l i k e  t h i s  would seem much more 

reasonable from a p u b l i c  p o l i c y  s tandpo in t  if I 

knew t h e r e  were i nhe ren t  i n c e n t i v e s  o u t  t h e r e  

f o r  someone t o  d r i v e  t h i s  purchase t o  t h e  lowest  

poss ib le  market p r i c e .  

see here, I don ' t  see i n c e n t i v e s  t h a t  would -- 

t h a t  t h e r e  would be fo r  someone t o  get i n  t h e  

event you have to do t h i s ,  t o  purchase t h e  power 

a t  t h i s  p o i n t  i n  t ime t o  d r i v e  t h a t  p r i c e  as low 

as poss ib le .  

I would -- 

under the  agreement 1 

Notwi t hs tand i  ng your consi  derabl  e e x p e r t i  se 

i n  t h e  marketplace -- I d o n ' t  want t o  demean 

t h a t  a t  a l l .  But I would fee1 much more 

comfor tab le when I see t h a t  t h e r e ' s  an i n c e n t i v e  

o r  somebody has an i n c e n t i v e  t o  go o u t  t o  d r i v e  

t h e  g rea tes t  deal -- d e r i v e  t h e  g r e a t e s t  deal  

poss ib le  from t h e  preva i  1 i ng market a t  t h a t  

p o i n t  i n  t ime.  Tha t ' s  a concern. How do we get 

around t h a t  concern? 

MR. SMITH: Commissioner Jacobs ,  we d o n ' t  

have f i n a n c i a l  i n c e n t i v e s  f o r  p r o v i d i n g  t h e  

lowest  poss ib le  purchases a t  any p o i n t  i n  t ime.  

However, as t h e  o f f i c e r  i n  charge o f  d e a l i n g  

w i t h  customers t h a t  bear t h e  burden o f  those 
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costs as we pass them through, and d e a l i n g  w i t h  

those customers on a regu la r  b a s i s ,  i t  c e r t a i n l y  

prov ides an o b l i g a t i o n  on our  p a r t ,  and we feel 

l i k e  w e  do a v a l i a n t  job  in doing eve ry th ing  we 

can t o  purchase t h e  absolute lowest p o s s i b l e  

cos t  t h a t  we can. 

I f  you're look ing f o r  an answer as t o  how 

could we c rea te  an i n c e n t i v e ,  I d o n ' t  have an 

answer f o r  you today on t h a t ,  o t h e r  than the  

f a c t  t h a t  we're i n  t h e  business o f  p r o v i d i n g  low 

cos t ,  and the  compe t i t i ve  fo rces  t h a t  a r e  

pushing our  business t o  prevent customers l i k e  

t h i  s from seeki ng o t h e r  a1 t e rna t i ves  c o n t i  nue t o  

d r i v e  us t o  always prov ide  the l owest  poss ib le  

cost w e  can f i n d  i n  t h e  marketplace. 

COMMISSIONER JACOBS: Thank you. 

CHAIRMAN DEASON: Fur ther  quest ions? 

COMMISSIONER BAEZ: Yes. M r .  smith, t h e  

c r e d i t  t h resho ld  t h a t  you t a l k  about i n  t h e  

con t rac t ,  i s  t h a t  a moving t h r e s h o l d  year  over 

year, o r  i t  s tays  static f o r  t h e  r e s t  o f  -- f o r  

t h e  t h r e e  years o f  t h e  cont rac t?  

MR. S M I T H :  It's a f i x e d  t h r e s h o l d  and 

does n o t  f l u c t u a t e  throughout t h e  t e r m  o f  t h e  

agreement. 

~~~ 
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COMMISSIONER BAEZ: And i t ' s  based on 

average f u e l  p r i c e  over how long? 

MR. SMITH: No. The th resho ld  t h a t  I 

thought you were r e f e r r i n g  t o  was  t h e  cap upon 

which we would no longer  choose to purchase 

above t h a t  p o i n t .  

COMMISSIONER BAEZ: No, t h e  cap t h a t  

de f ines  -- t h a t  determines whether t h e r e ' s  a 

c r e d i t  o r  a d e b i t  through t h e  recovery. 

MR. SMITH: what we sought t o  do w i t h  

respect t o  e s t a b l i s h i n g  t h a t  was  t o  f i r s t  

p r o j e c t  out t h e  cost o f  and volume o f  wholesale 

purchases over t h e  l o n g  term, and t h a t  i n  i t s e l f  

has become an e x t  remel y d i  ff i c u l  t task wi t h  t h e  

v o l a t i l i t y  t h e  market has experienced over t h e  

l a s t  couple of years. And so t h a t  has been a 

d i f f i c u l t  task.  

CHAIRMAN DEASON: But l e t  m e  a s k  you t h i s  

quest ion.  whatever f u e l  cos ts  you would i n c u r  

o r  -- you w i l l  f l o w  through t h e  clause -- 

regard less o f  what you p r o j e c t ,  i t ' s  a l l  going 

t o  be t r u e d  up; co r rec t?  

MR. SMITH: That 's  c o r r e c t .  

CHAIRMAN DEASON: okay. 

MR. SMITH: I t h i n k  Commissioner Baez w a s  
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j u s t  asking how we a r r i v e d  a t  t h e  premium, 

b a s i c a l l y ,  t h a t  we're -- 

COMMISSIONER BAEZ: Yes. 

MR. SMITH: -- charg ing on top o f  t h e  

c u r r e n t  base r a t e .  And i t  was a nego t ia ted  r a t e  

t h a t  attempted from our  perspec t ive  t o  balance 

t h e  b e n e f i t  o f  t h e  f i x e d  cos ts  versus a 

c o n t r i b u t i o n  t h a t  we could o b t a i n  f rom t h e  

customer i n  order  t o  he lp  offset any p o t e n t i a l  

cos ts  t h a t  e x i s t .  

COMMISSIONER 7ABER: I j u s t  have a quest ion  

f o r  s t a f f .  1 know t h e  C I S R  t a r i f f  comes w i t h  

i t s  own s e t  o f  problems, b u t  educate me on why 

t h e  CISR t a r i f f  doesn ' t  apply  t o  a n o n - f i  r m  

customer. 

MS. DRAPER: I t h i n k  t h e  reason was t h a t  

non- f i rm customers a l ready pay a lower  r a t e ,  so 

t o  g i v e  them a d iscount  on t o p  o f  t h a t  j u s t  

wou ldn ' t  b e  b e n e f i c i a l  t o  t h e  general body o f  

ratepayers . 
COMMISSIONER JABER: okay. 

COMMISSIONER PALECKI: I have a ques t ion  

f o r  s t a f f .  I f  t h e  customer's usage 

cha rac te r i  s t i  cs remai ned e x a c t l y  t h e  same as 

they have been f o r  t h e  past year, what would t h e  
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revenue impact of t h e  new con t rac t  be? what 

would the  d i f f e r e n c e  and what would t h e  cos t  

s h i f t s  be? 

MS. DRAPER: S t a f f  asked TECO to p r o j e c t  

t h e  revenues under t h e  con t rac t  and t h e  revenues 

TECO would have received under t h e  i n t e r r u p t i b l e  

r a t e s  i f  I M C  cont inued t o  take  s e r v i c e  under t h e  

IS ra tes ,  and t h e r e  does not appear t o  be a 

s i g n i f i c a n t  d i f f e r e n c e  between t h e  p r o j e c t e d  

c o n t r a c t  revenues and p ro jec ted  1s revenues. 

where t h e  impact  on t h e  general body o-F 

ratepayers comes i n  i s  the  buy-through c o s t  o r  

op t iona l  p r o v i s i o n  cost IMC will n o t  pay due t o  

t h e  c r e d i t  i n  t h e  con t rac t .  TECO has p r o j e c t e d  

t h a t  amount, which i s  i n  t h e  c o n f i d e n t i a l  

e x h i b i t ,  which has an immediate and negat ive  

impact on t h e  general body o f  ratepayers through 

t h e  f u e l  c lause. 

COMMISSIONER PALECKI: Is t h e r e  any reason 

t o  b e l i e v e  t h a t  under the  new contract t h e r e  

would be more o r  less buy-through than t h e r e  has 

been h i s t o r i c a l l y  i n  the past? IS t h e r e  any 

i n c e n t i v e  t o  do more o r  l e s s  under t h e  new 

con t rac t?  

MS. DRAPER: Wel l ,  TECO w i l l  go on t h e  
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market t o  purchase power i f  i t s  capac i t y  i s  

shor t ,  so t h a t  doesn' t  change. NOW, how t h e  

who1 esal e market -i s goi ng to develop, t h a t ' s  

hard t o  p r o j e c t .  It has been ve ry  t i g h t  i n  t h e  

p a s t  year.  Tha t ' s  what prompted t h i s  p e t i t i o n .  

COMMISSIONER PALECKI: And t h e  s t a f f ' s  

concern i s  t h a t  t h e  amount o f  t h i s  buy-through, 

which i s  a d i r e c t  pass-through t o  t h e  -- w i l l  be 

a d i r e c t  pass-through t o  t h e  o t h e r  customers, 

w i l l  cause t h e i r  purchased power r a t e s  t o  

i ncrease? 

MS. DRAPER: Yes, t h a t ' s  what TECO'S 

p r o j e c t i o n s  show, because t h e  c r e d i t  i s  s e t  so 

h i g h  t h a t  s t a f f  be l i eves  t h a t  IMC w i l l  r a r e l y  

i n c u r  any buy-through costs .  And even i f  TECO 

purchases power which costs more than t h e  

c r e d i t ,  remember, IMC o n l y  pays t h e  d i f f e r e n c e  

between t h e  c r e d i t  and t h e  actual c o s t  i n c u r r e d  

by TECO, so t h e  remaining body o f  ra tepayers 

s t i l l  w i l l  be responsib le  f o r  t h e  c r e d i t  amount. 

COMMISSIONER PALECKI: I ' m  g e n e r a l l y  

f avo rab ly  i n c l  i n e d  t o  approve c o n t r a c t s  1 i ke 

t h i s .  IS t h e r e  any th ing  t h a t  cou ld  be done t o  

f i x  t h i s  c o n t r a c t  t h a t  would perhaps decrease 

t h e  amount o f  r i s k  t h a t  t h e  general  body o f  
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ratepayers would face  as f a r  as seeing any s o r t  

o f  l a r g e  increase i n  t h e i  r purchased power cost? 

MS. DRAPER: I t h i n k  t h e  Commission 

considered t h a t  when they approved t h e  

commerc ia l / indust r ia l  se rv i ce  r i d e r  t a r i f f ,  and 

t h a t  o rder  i s  quoted on page 6 o f  t h e  

recommendati on. And t h e  Commi s s i  on express1 y 

h e l d  t h a t  between r a t e  cases, t h e  general body 

o f  ratepayers be h e l d  harmless f o r  t h e  

adjustment clauses. 

so I d o n ' t  have a problem w i t h  t h e  

c o n t r a c t  i t s e l  f. I t ' s  t h e  proposed regu la to ry  

t reatment  w h i  ch w i  11 a f f e c t  ratepayers begi  nni ng 

i n  2002 t h a t ' s  t h e  concern, w h i l e  TECO'S 

stockholders a re  be i  ng he1 d compl e t e l y  harm1 ess . 
COMMISSIONER 3ABER: One o f  t h e  concerns 

you b r i n g  out i n  t h e  recommendation t h a t  I ' v e  

a l s o  seen o r  we've also  seen a l ready  i n  t h e  C I S R  

t a r i f f  i s  t h e  a l l e g a t i o n  t h a t  t h i s  k i n d  o f  

c o n t r a c t  i s  d i s c r i m i n a t o r y ,  t h a t  -- you know, 

how do you determi ne t h e  s i m i l a r  c i  rcumstances 

as i t  r e l a t e s  t o  a d i f f e r e n t  customer, and then 

t h e  a p p l i c a t i o n  o f  tha t  k i n d  o f  t a r i f f  needs t o  

be cons is ten t .  And 1 guess i s o l a t e d  t o  t h i s  

s i t u a t i o n ,  a c o n t r a c t  l i k e  t h i s  sounds 
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a t t r a c t i v e ,  b u t  i f  you take  i n t o  account -- you 

referenced f o u r  customers t h a t  you a re  aware o f  

t h a t  might be i n t e r e s t e d  i n  something s i m i l a r  t o  

t h i s .  But i f  you take a l l  o f  t h a t  i n t o  account, 

then t h e  quest ion becomes: what i s  t he  r e a l  

magnitude on t h e  r e t a i l  customer? 

MS. DRAPER: It would only  i nc rease,  

obv ious ly .  

MR. LONG: Commissioner Jaber, cou ld  I be 

heard on tha t  quest ion,  because I do t h i n k  i t ' s  

a very  impor tan t  quest ion.  W e  recognize t h a t  

staff had a concern about p o s s i b l e  

d i  s c r i  m i  na t ion ,  a1 though t h a t  wasn ' t 

c o n t r o l l i n g ,  I t h i n k ,  i n  terms o f  t h e i  r 

recommendation. And w e  found t h a t  concern 

t r o u b l i n g  o n l y  because I t h i n k ,  f i r s t  o f  a l l ,  

the  staff view o f  s i m i l a r l y  s i t u a t e d  appeared 

t o  be somewhat narrow, and I t h i n k  unworkably 

narrow. 

spec ia l  con t rac ts  a re  a v i t a l  t o o l  f o r  t h e  

u t i l i t i e s  and f o r  t h e  Commission t o  create 

ratepayer b e n e f i t s .  And I t h i n k  t h a t  r h e  t e s t  

t h a t ' s  t r a d i t i o n a l l y  app l i ed  i s  whether o r  no t  

customers are s i  m i  7 a r l  y s i t u a t e d ,  and speci  a1 

con t rac ts  almost by d e f i n i  t-ion a r e  proposed 
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because you have a somewhat unique s i t u a t i o n .  

t h i n k  t h a t  t he  staff's observat ion,  based on 

i n fo rma t ion  t h a t  we 've  prov ided t h a t  t h e r e  are 

customers, o the r  customers i n  the  same SIC code, 

i s  n o t  a t  a l l  d e f i n i t i v e  i n  terms o f  whether 

approval o f  t h i s  con t rac t  ra i ses  a 

d i  s c r i  m i  n a t i  on i ssue. 

I 

I t h i n k  t h a t  you've heard some t h i n g s  t h a t  

c l e a r l y  i n  t h i s  case make IMC somewhat unique. 

They're c e r t a i n l y  by f a r  our l a r g e s t  customer. 

They have some unique c a p a b i l i t i e s  in terms o f  

s e l  f -generat ion.  

wherewithal t o  enhance t h a t  c a p a b i l i t y .  I t h i n k  

t h a t  they do pose an immediate r i s k  o f  

uneconomic bypass. And I t h i n k  i t ' s  those 

s i t u a t i o n s  t h a t  speci a1 con t rac ts  are i ntended 

t o  address. And I t h i n k  t h a t  t h e  Commission 

shoul d f e e l  comfortabl  e maki ng a determi n a t i o n  

on a case-by-case bas is  as t o  whether o r  n o t  a 

customer presents circumstances t h a t  a r e  unique 

r a t h e r  than wor ry ing  about whether or not 

d i s c r i m i n a t i o n  i s  forb idden.  

They have t h e  economic 

1 t h i n k  t h e  law i s  very c l e a r .  Th is  

Commission's precedents are very  c l e a r .  I t ' s  

undue d i  s c r i  mi n a t i  on t h a t  i s proh i  b i  t e d  , n o t  a1 1 
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d i s c r i m i n a t i o n .  And I t h i n k  i f  used t o  pursue 

t o  a proper regu la to ry  p o l i c y ,  proper 

d i s c r i m i n a t i o n  i s  an impor tan t  t o o l  f o r  c r e a t i n g  

ratepayer b e n e f i t s .  

COMMISSIONER PALECKI:  I have a l i t t l e  b i t  

of d i f f i c u l t y  approving a t a r i f f  l i k e  t h i s  for  a 

three-year per iod.  I t h i n k  I would f e e l  much 

more comfortable i f  t h i s  was a one-year c o n t r a c t  

t h a t  would be r e v i s i t e d  each year by t h e  

Commission so we cou ld  see where t h i n g s  are  

going, i n  what d i r e c t i o n .  And i f  t h i n g s  g o t  

r e a l l y  f a r  ou t  o f  whack, t h e  Commission could  

take  some s o r t  o f  a c t i o n  t o  make a c o r r e c t i o n .  

I ' m  j u s t  a f r a i d  t h a t  approving a c o n t r a c t  like 

t h i s  f o r  t h r e e  years, we're go ing  i n t o  an 

unknown area t h a t  cou ld  very  much adverse ly  

a f f e c t  t h e  ratepayers, and I ' m  a f r a i d  o f  t h a t .  

MS. DRAPER: M a y  I add one more p o i n t ?  IMC 

keeps s t a t i n g  t h a t  t h i s  i s  a shor t - te rm 

s o l u t i o n .  However, as a d d r e s s e d  i n  Issue 2 o f  

t h e  s t a f f  recommendation, t h e  c o n t r a c t  has 

language t h a t  a l lows t h e  p a r t y  t o  renew t h e  

c o n t r a c t  w i t h o u t  Commi s s i  on approval , and t h i  s 

i s  o f  g rea t  concern t o  us, as addressed i n  I s s u e  

2. so i f  i t ' s  so short- term, then w h y  does it 
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have t h a t  language i n  there? 

MR. LONG: w e l l ,  t o  t h e  ex ten t  t h a t  there's 

any confusion about t h a t ,  I t h i n k  we  would 

c e r t a i n l y  be w i l l i n g  t o  submit any renewal o f  

t h e  agreement t o  Commission review and approval 

COMMISSIONER P A L E C K I :  Would the  p a r t i e s  be 

w i l l i n g  t o  modify t h e  c o n t r a c t  to make i t  yearly  

cont rac ts  t h a t  would have t o  come back each year 

f o r  approval by t h e  Commission? 

MR. McWHIRTER: I M C  would. 

COMMISSIONER P A L E C K I :  That would g i v e  me a 

much greater  comfort l eve l .  

MR. McWHIRTER: IMC would, Your Honor. 

CHAIRMAN DEASON: Fur ther  questions? Is 

t h e r e  a motion? 

COMMISSIONER P A L E C K I :  I would make a 

m o t i o n ,  M r .  Chai man,  that  the  c o n t r a c t  be 

approved, w i t h  the understandi ng t h a t  t h e  

p a r t i e s  w i l l  modi fy t h e  con t rac t .  I t  w i l l  be 

f o r  a one-year per iod ,  and a f t e r  each one-year 

per iod ,  t h e  Company w i l l  come back be fore  t h e  

Commission so t h e  commission can see where 

th ings have gone w i t h  t h e  c o n t r a c t  and resubmit 

i t  for approval on a one-year bas i s .  

CHAIRMAN DEASON: C m "  S S i  oners, we have a 

.~ ~~ ~~ ~~ 
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motion. Is t he re  a second? 

The motion d i e s  f o r  l a c k  o f  a second. Is 

t h e r e  another motion? 

COMMISSIONER JACOBS: I f  I may, I t h i n k  

t h a t  w e  do need t o  be c l e a r  on t h i s .  I a m  

persuaded t h a t  t h i s  i s  a -- t h e  i d e a  o f  t h e  

Company pursu ing a way o f  s o l v i n g  t h i s  company's 

p a r t i c u l a r  concerns i s  a ve ry  v i a b l e  idea,  and 

we need t o  encourage t h a t .  And I hope t h a t  w e  

can send t h a t  message today, t h a t  we do 

encourage the  Company to pursue ways o f  

addressing t h e i  r customers ' concerns. 

1 have t o  then add t h a t  w e  then have to 

take  t h a t  e f f o r t  and balance i t  aga ins t  what I 

b e l i e v e  to be c o r r e c t  p u b l i c  p o l i c y .  And g iven 

the  v o l a t i l i t y  o f  t h e  markets t o d a y ,  and g i ven  

t h e  i d e a  tha t  i n  t h i s  ins tance,  there's a v e r y  

h igh 1 i k e l  i hood tha t  t h e r e  w i  11 be buy-throughs 

f o r  t h i s  customer, and under t h e  p r o v i s i o n s  of 

t h i s  agreement, those buy-throughs would l i k e l y  

work a detr iment  t o  t h e  remaining body o f  

ratepayers,  then I ' m  o f  t h e  o p i n i o n  t h a t  i t  

would not be a workable agreement f r o m  t h a t  

perspect ive.  

I would encourage t h e  p a r t i e s  t o  go 
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back and look  a t  ways t h a t  we can minimize the  

impact on t h e  o the r  body o f  ratepayers.  

f t h i n k  s t a f f ' s  comment i s  appropr ia te.  I 

t h i n k  t h e  con t rac t  i n  and o f  i t s e l f  i s  n o t  t h a t  

onerous, b u t  t h e  i d e a  t h a t  i n  t h i s  market t he re  

w i l l  l i k e l y  be buy-throughs and t h a t  those 

buy-throughs under t h e  p r o v i  s ions  o f  t h i s  

c o n t r a c t  could work a det r iment  t o  t h e  e n t i r e  

body o f  ratepayers i s  not an acceptable r e s u l t  

f o r  me. 

I f  I may be so bold, i t  would be -- I 
c o u l d n ' t  see doing something l i k e  t h i s  unless 

t h e r e  was something i n  here t o  d r i v e  t h i s  c r e d i t  

down t o  some l e v e l  t h a t  I know i s  measured by 

t h e  marketplace. I c o u l d n ' t  see t h e r e  being a 

f l a t  l e v e l  f o r  t h a t .  YOU have t o  l o o k  a t  each 

i n d i v i d u a l  buy-through and determi ne t o  what 

e x t e n t  t h e r e  were reasonable e f f o r t s  made t o  

meet what was  t h e  market cl e a r i  ng p r i  ce a t  t h a t  

p o i n t  i n  t ime be fo re  any th ing  o f  t h i s  nature 

cou ld  be even considered . 
And then once you made a de te rm ina t ion  t h a t  

each t r a n s a c t i o n  made a v e r y  reasonable at tempt 

t o  g e t  t h a t  t r a n s a c t i o n  to a market p r i c e ,  then 

1 t h i n k  we  can b e g i n  l o o k i n g  at, okay, t h i s  
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customer i s  a value t o  the  g r i d  and those s o r t s  

o f  issues. But j u s t  t o  say t h e r e ' s  a f l a t  

l e v e l ,  and every t r a n s a c t i o n  t h a t  doesn ' t  exceed 

t h a t  l e v e l ,  I t h i n k  i s  a t r o u b l i n g  development, 

and again ,  given the  contex t  o f  t h e  market t h a t  

we' r e  i n today. 

SO what I hope I ' m  saying here i s  t h a t  

w h i l e  t h e r e  are  some p o s i t i v e s  here, t h e r e  

a b s o l u t e l y  i s  need f o r  more work t o  l o o k  a t  ways 

o f  s o l v i n g  t h e  concerns t h a t  t h i s  customer 

presents.  

CHAIRMAN DEASON: IS t he re  a motion? 

MR. LONG: M r .  chairman -- 
CHAIRMAN DEASON: I ' m  so r ry .  We're a t  t h e  

stage now where we're d e l i b e r a t i n g ,  and 1 t h i n k  

we've g o t  a motion, and I ' m  ready t o  take  i t .  

IS t h e r e  a motion? 

COMMISSIONER JACOBS : Havi ng sa i  d t h a t ,  

M r .  Chai rman, I would go ahead and move s t a f f .  

CHAIRMAN DEASON: W e  have a mot ion to 

approve s t a f f .  IS t h e r e  a second? 

COMMISSIONER JABER: second. 

CHAIRMAN DEASON: Moved and seconded. A l l  

i n  f a v o r  say "aye. 1 1  

COMMISSIONER JACOBS: Aye. 

__ __ 

ACCURATE STENOTYPE REPORTERS, I N C .  



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

1 5  

16 

17 

18 

19 

20 

21 

22 

2 3  

24 

2 5  

5 1  

COMMISSIONER BAEZ: A y e .  

COMMISSIONER JABER: A y e .  

CHAIRMAN DEASON: Aye. A 1 1  opposed, "nay. II 

I ' m  s o r r y .  Was t h e r e  -- 

COMMISSIONER PALECKI : M r  . chai m a n ,  1 

would say aye, w i t h  t h e  clear understanding t h a t  

t h e  p a r t i e s  a r e  encouraged t o  r e v i s i t  t h i s  

contract  t o  make some adjustments to t r y  to 

reduce the amount o f  r i s k  on t h e  general  body o f  

ratepayers .  

CHAIRMAN DEASON: Very w e l l .  Show then 

t h a t  Item 27 i s  approved unanimously. 

(Concl u s i  on of consi d e r a t i  on o f  I t e m  27. ) 
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C E R T I F I C A T E  OF REPORTER 

STATE O F  FLORIDA) 

COUNTY O F  LEON ) 

I, MARY ALLEN NEEL, do hereby c e r t i f y  t h a t  t h e  

foregoing proceedings were taken be fore  me a t  t h e  t i m e  

and p l  ace t h e r e i  n designated; that m y  shorthand notes 

were t h e r e a f t e r  t ransc r ibed  under m y  superv is ion ;  and 

t h a t  t h e  fo rego ing  pages numbered 1 through 5 1  a re  a 

t r u e  and correct t r a n s c r i p t i o n  o f  m y  stenographic 

notes.  

I FURTHER CERTIFY t h a t  I am n o t  a r e l a t i v e ,  

employee, a t t o r n e y  o r  counsel o f  any o f  t h e  p a r t i e s ,  

o r  r e l a t i v e  o r  employee o f  such a t t o r n e y  o r  counsel , 
o r  f i n a n c i a l l y  i n t e r e s t e d  i n  t h e  a c t i o n .  

DATED T H I S  28th day o f  December, 2000. 

NEEL, RPR 

Tal '1 ahassee, F1 o r i  da 3 2 3 0 1  
(850) 878-2221 
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