
AUSLEY 8z; MCMULLEN 
ATTORNEYS A N D  COUNSELORS AT LAW 

2 2 7  S O U T H  C A L H O U N  STREET 

P.O. B O X  391 (ZIP 3 2 3 0 2 )  

TALLAHASSEE,  F L O R I D A  32301 

(afjo) 2 2 4 - 9 1  1 5  FAX (850) 222-7560 

October 12,2001 

BY HAND DELIVERY 

Ms. Blanca S. Bayo, Director 
Division of Commission Clerk and 

Florida Public Service Commission 
2540 Shumard Oak Boulevard 
Tallahassee, Florida 32399-0850 

Administrative Services 

Re: Review of Tampa Electric Company and impact of its participation 
in GridFlorida, a Florida transmission company, on TECO' s retail 
ratepayers; Docket No. 010577-EI 

Dear Ms. Bayo: 

Enclosed for filing in the above referenced are the original and ten (10) copies of Tampa 
Electric Company's Late-filed Exhibit No. 13. 

Please acknowledge receipt and filing of the above by stamping the duplicate copy of this 
letter and returning the same to this writer. 

Thank you for your assistance in connection with this matter. 

LLWroijd 
Enclosures 

cc: All Parties of Record (w/encl.) 



CERTIFICATE OF SERVICE 

I HEREBY CERTIFY that a true and correct copy of the foregoing Late-filed Exhibit No. 

13, filed on behalf of Tampa Electric Company, has been served by hand delivery (*), overnight 

delivery (**) or U. S. Mail this 12th day of October, 2001 to the following: 

M i  Wm. Cochran Keating* 
Staff Counsel 
Division of Legal Services 
Florida Public Service Commission 
2540 Shumard Oak Boulevard 
Tallahassee, FL 32399-0850 

Mr. John W. McWhirter, Jr.** 
McWhirter, Reeves, McGlothlin, Davidson, 

Decker, Kaufman, Arnold & Steen P.A. 
400 North Tampa Street, Suite 2450 
Tampa, FL 33602 

Mr. Joseph A. McGlothlin* 
Ms. Vicki Gordon Kaufman 
McW hider, Reeves, McGlothl i n, David son, 

Decker, Kaufman, Arnold & Steen P.A. 
1 17 South Gadsden Street 
Tallahassee, FL 32302 

Mr. Matthew -M. ChiIds* 
Steel Hector & Davis 
2 15 South Monroe, Suite 60 1 
Tallahassee, FL 32301-1804 

Mr. James A. McGee** 
Senior Counsel 
Florida Power Corporation 
Post Office Box 14042 
St. Petersburg, FL 3 3 73 3 

Mr. Thomas A. Cloud** 
Gray, Harris & Robinson, P.A. 
Post Office Box 3068 
Orlando, FL 32802-3068 

Ms. Diane K. Kiesling" 
Ms. Leslie J. Paugh 
Landers & Parsons P.A. 
3 10 West College Avenue 
Tallahassee, FL 32301 

Mr. Jon C. Moyle, Jr.* 
Ms. Cathy M. Sellers 
Moyle, Flanigan, Katz, Raymond 

& Sheehan, P.A. 
118 North Gadsden Street 
Tallahassee, FL 323 0 1 

M i  N. Wes StrickIand* 
Foley & Lardner 
106 East College Ave., Suite 900 
Tallahassee, FL 3 23 0 1 - 15 14 

Mi. William L. Bryant, Jr.* 
Ms. Natalie B. Futch 
Haigler, Alderman, Bryant & Yon P.A. 
106 East College Avenue - 12th Floor 
Tail ahassee, FL 3 23 0 1 

Mi-. John Roger Howe* 
Deputy Public Counsel 
O E c e  of Public Counsel 
11 1 West Madison Street - Suite 8 12 
Taliahassee, FL 323 99- 1400 

Mr. James 9. Fama** 
LeBoeuf, Lamb, Greene & MacRae 
1875 Connecticut Avenue, N.W. 
Suite 1200 
Washington, D.C. 20009-5728 
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Mr. Michael B. Twomey 
Post Office Box 5256 
Tallahassee, FL 323 14-5256 
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TAMPA ELECTRIC COMPANY 
DOCKET NO. 01 0577-El 
LATE-FILED EXHIBIT NO. 13 
FILED: OCTOBER 12,2001 

Potential Financial Vulnerability Due to FERC Sanctions 
Proposed in the Memorandum of September 26,2001 

FERC Chairman Pat Wood’s September 26, 2001 memorandum identifies three 
FERC responses to a utility’s failure to join an RTO within the appropriate time 
period: I) FERC will revoke the authority of the utility and its corporate affiliates to 
engage in wholesale sales of electricity at market based rates; 2) FERC will not 
approve any Section 203 application for merger involving that utility; and 3) FERC 
will take a “hard look” at the transmission rates that the utility is permitted to charge 
“to ensure that they are just and reasonable and recognize the interdependence of 
the power grid.” The financial vulnerability associated with each of these courses of 
action is discussed below: 

1. Mar ke t-b as ed Sales 

The FERC has authorized Tampa Electric to engage in wholesale sales of electricity 
at market-based rates inside and outside of Florida. Tampa Electric’s revenues from 
sates of electricity at wholesale made under its market based rate authority for the 
period July 1, I998 through June 30, 2001 as reported to FERC totaled 
$12,613,898. Substantially all of the gains from these off-system sales are passed 
through to customers in the fuel andlor capacity cost recovery clauses, Thus, the 
loss of revenues associated with wholesale sales could lead to an increase in retail 
rates. 

While it is difficult to predict with any real certainty what level of cost-based rates 
would be approved by FERC as a substitute for existing market based rates, based 
on a preliminary analysis Tampa Electric and its affiliates could expect revenues to 
be reduced. 

2. Merger Approval 

Tampa Electric has no pending applications for Section 203 approval and cannot 
quantify the effect, if any, the loss of the ability to seek Section 203 approval of a 
transaction would mean in the future. 

3. Transmission Rates 

Tampa Electric interprets Chairman Wood’s memorandum as suggesting that 
entities not participating in RTOs by the FERC’s deadline will face the prospect of 
having their wholesale transmission rates subjected to scrutiny in a rate case 
proceeding and may face a reduction in the FERC-approved rate of return for their 
transmission assets. While impossible to quantify at this time, the reduction in the 
approved rates certainly could have a negative impact on Tampa Electric’s 
wholesale revenues, its ability to attract investment and the value of the company to 
its shareholders, which could in turn have a detrimental effect on Tampa Electric’s 
retail ratepayers. 


