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ORIGINAL 
TAMPA ELECTRIC COMPANY 
DOC~ET NO. 980001-EI 

PILED 11/16/1998 

BEFORE THE POBLIC SERVICE COI.UCIBBION 

PREPARED DIRECT TESTIMONY 

OF 

DEIRDRil A. BROWN 

Ploaso state your name, address, occupat~on and employer. 

My nama is Deirdre A. Brown. My business address io 707 

North Franklin Street, Tampa, Florida 33602. I am emp loyed 

by 'l'ampa Electr ic company in the position or Director, 

Electric Regulatory Affairs in tho Regulatory At 'airs 

Department. 

Ploaso provide a brief outline of your educational 

background and business experience. 

I received a Bachelor or Science Dogroe in Accounting i n 

1982 from Florida State University and a Maators o r 

Business Administr ation in 1994 from the University of 

Sout h Florida. In 1990 I joined TECO Energy 1 o Audit 

Services Department as an Internal Auditor. I became a 

Senior Auditor in 1991 and a Supervisor/Administrator ot 

Audit Services in 1992. In 1994 I was promoted to 

Administrator, Health Plans whore I was responsible tor 

managing tho administration of Tampa Electric 1 a hoa 1 th 
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1 plans, employee assistance program, and health fitness 

2 facilities. In 1995 I returned to Audit Services a& 

J Director and was responsible for all internal auditing and 

4 certain corporate compliance and code of ethics activities 

5 for TECO Energy. In June 1998 I was promoted to Director, 

~ Electric Regulatory Affairs. I am responsible t or managing 

7 Tampa Electric's regulatory issues and policy related to 

8 base pr·icing, fuel, environmental, system planni ng, 

9 conservation, and wholesale transac tiono. I am a Certified 

10 Pub lic Accountant and certified I n tornal Auditor. 
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What Js tho purpose or your testimony i n this proceeding? 

Tho purpose of my testimony is to do111onatrato that tho 

price Ta111pa Electric has paid tor coal purchases from i ts 

affiliate, Gatliff Coal company (Gatliff), does not exceed 

t h e benchmark established in Docket No. 930001 -EI and 

approved by Order No. PSC- 93-044 3-FOF-EI, isouod Ma r ch 23, 

1993 and that the weighted average price paid to Gatliff 

has been properly reported to the Commission. Hy 

testimony, along with the testimony of Tampa Electric's 

Witness Hark J. Hornick, demonstrates that all Gatliff 

purchases from 199 3 through 1997 were appropriate for full 

recovery through tho Fuel and Purchased Power Recovery 

Clause. 
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What exhibits are you sponsoring ao part of your testimony? 

Hy Exhibit No. ___ (OAB-1) consists or 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. 

PSC-93-0443 - POF-EI, issued Horch 23, 1993, 3) Docket No. 

830001-EU, Order No. 12645, issued November 3, 1983, ~) 

Docket No. 850001-EI-8, Or der No. 14546, issued July 8, 

1985, and 5) Docket No. 920001-EI, Audit Control No . 91-

344 - 2-2. 

Please prov.do a brief history of tho Catlitf coal 

benchmark. 

In Tampa Electric's 1988 "cost plus" doc ket, Docket No. 

870001-EI-A, Order No. 20298, issued November 10, 1988, the 

Commission approved the implementation of a benchmark. 

methodology to sat a threshold price level which, it 

Catlitt •s price exceeded, would provide a need for Tampa 

Electric to juatity. In that docket, an initial benchmark 

price waa determined with atotod escalators and de

escalators. This benchllark price was based upon the Bureau 

ot Hines (BOH) Diotrict 8 data tor tho woiqhtod average 

price per million .British thermal u ni t (Btu) tor contract 
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transactions that met agreed upon coal specifications. ~ 

benchmark o! $39.44 por ton FOB mine ~as established based 

upon Tampa Electric's Cannon Station coal specifications, 

including heat content. 

Pursuant to a stipulation reached in Docket No. 930001-EI 

and approved in Order No. PSC-93-044 3-FOF-EI, issued March 

23, 1993 (the Catlif! Stipulation), a comparable ne~ 

beginning benchmark price o! $38.00 FOB mine as o! December 

31, 1992 ~as established. Un like the 1988 escalation 

process, the Gatliff Stipulation benchmark price was to be 

adjusted annually baaed on the Consumer Price Index instead 

of on BOM District 8 market data. ·rhis new benchmark 

became the basis !or prospective regulatory review ot the 

annual average price per ton paid tor coal purchased from 

Gatliff. Order Nos. 20298 and PSC-9 3-044 3-FOF-EI are 

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

Througnout tho time Order No. 20298 and the Gatliff 

Stipulation have boon in effect , a comparison of a ctual 

base prices paid tor Gatliff coal to the benchmark price 

has continuously been made in each year•a fuel adjustment 

filing on tho basis of a standard ton with a standard heat 

content or 12,550 Btu per pound. The use of a standard 

heat content is discussed further in the testimony or 
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Wi tness Hornick. 

Did tho Gatli!! Stipulation mandate a chango in the 

methodology used to report the actual weight ed average per 

ton pric e o! coal trom Gatli!!? 

No. The Gatliff Stipulation established a new benchmark 

price and aimpli!iod the calculation o! tho e scalators by 

el iminat ing concerns regarding the contracts included in 

the BOH District 8 benchmark and substituting t he simpler 

escalato r o! tho Consumer Price I ndex. Tho benchmark base 

price a nd tho method !or escalating tho benchmark changed 

at that time, not t he intent nor the method or compar ison 

to the benchmar k . 

Has the Commission previously issued guidelines or rulings 

for regulated utilities purchasing coa l that address 

specified heat content ? 

Yes, this has boon addressed in aevoral proceedings. In 

Docket No. 830001-EU, Order No. 12645, issued November 3, 

1983, tho Commission adopted guidelines Cor long-term !uel 

contracts. In its guidelines, the Commission recognized 

the significance ot heat content and that utility customers 

actually pay !or heat content, not tor a ton or coal of any 
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heat content. Under Part I I, Long-Term Agree.11en ts f o r 

Fuel, Fuel Handling services, Fuel Transportation, Spot 

PUrchases and At filiate 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-

1) . 

In Docket No. 850001-EI-B, Order No. 14546, issued July 8, 

1985, the Conmission determined that quality adjustments to 

the invoice price are "properly considered in the 

computation of the average inventory price ot fuel used in 

the development of tuel expense in the utilities' tuel 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 adjust.ments have always 

been recognized as an appropriate and necessary component 

ot fuel expense and are consistent with the Commission's 

orders. 

6 
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How has Tampa Electric accounted for heat content 

adjust.JDents in its calculation ot the weighted average per 

ton price ot co~ l purchased trolD Gatliff? 

As indicated by Witness Hornick, Tampa Electric ' s reported 

weighted average per ton price ot coal purchased from 

Gatliff for benchJDark comparisons was based on a 12,550 Btu 

per pound heat content, as was tho benchmark itself. 

Has the Commission been aware that heat content adjustments 

had been removed from Tampa Electric'a calculation used tor 

benchmark comparison? 

Yes. since the market benchmark was first established in 

1988, Tampa Electric's reported price paid for Gatliff coal 

has consistently ref looted only the base price of coa 1, 

excluding beat content adjustments, in its weighted average 

cost per ton paid calculation consistent with the 

methodologies in etfoct at tho time. This res~!t has boon 

consistently compared with tho benchmark. 

The Commission's auditors reviewed and reported on this in 

a 1992 fuel adjustment coat recovery audit. Specifi cally, 

the commission's Audit Report co•ploted Hay 7, l~q 2 

reported that quality adjustmento wore not included in the 
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price of coal for benchmark reporting purposes. •rhe 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 appropria~e 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 t o be 

established on a price per ton basis with an adj~stment for 

the Btu value of coal delivered. The Gatliff contract and 

the calculation of tho price paid tor comparison with the 

benchmark conform with that standard. 

Was tho weighted average price per ton for Gatliff coal 

less than or equal to the established benchmark for 1993 

through 1997? 

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 tor Total Puel and Purchased Power Cost 

Recovery purposes? 

Yes. Heat content adjustments have been and are included 

as a part o f fuel expense for Total Fuel and Purchased 

Power Cost Recovery purposes tor all coal payments Tampa 

Electric makes for long-term agreements as described in 

Order No. 14546. Tho total amount paid to catliff was 

appropriately included i n "Fuel Cost of System Net 

Cenoration" on tho A schedules. 

Are ratepayers adversely affected by Tampa Electric 's 

inclusion of heat content adjustments tor catlitt coal in 

fuel e xpense? 

No. Tampa Electric ratepayers pay only r or wnat they got 

in heat content from Catliff coal. By purchasing coal of 

higher Btu quolity than sp•cifiod baaed on tho stand<1rd 

price per ton, Tampa Electric received more heat content 

resulting i n additional generatior. 
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Pl ease summarize your testimony. 

In 1988 the Comm~ss~on approved the lmplementation of a 

benchmbrk methodology to set a threshold price level wh1ch, 

if Gatl iff's price exceeded, would prov1de a need for Tampa 

Electric to justify . SpecHically, the benchmark was 

established based upon Tampa Electric' b Gannon Stat 1on coal 

specifications, incl uding heat content , and was to be 

escalated or de-escalated annual l y based on BOM Oist r lct 8 

n~rket data . As of December 31 , 1992, a comparabl e new 

beginning benchmark pnce was established. Unli ke the 1988 

escalation process, the new l.Jenchmark pr1ce was to be 

adj usted annually based on the Consumer Prtce Index. The 

benchmark base price and the method for escalat.tng t he 

benchmark changed, not its 1ntent nor the method of 

comparison. 

S1nce 1988 for benchmark compar1sons, Tampa Electnc' s 

repor t ed price per ton paid t o Gatliff has cons tstently 

excluded heat content adjustments. Thls 18 appropriate a nd 

t he onl y meaningful manner for comparison a~ncc the heat 

content 1n the benchmark lS 12 , 550 Btu per ,)ound. For the 

per1od 1993 t.hrough 1997, Tampa Electric 's standard prtce 

per ton has been less than or equal 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 ot tue l expense. Heat content 

adjustments reflect the differences in Btu ' s delivered to 

meet generation needs. As demonstrat ed in Witness 

Hornick ' s testimony , t hese adjust ments result in the same 

tota l amount paid based on the specified heat content of 

12,550 Btu per pound . Therefore, the total fuel expense 

from Gatl iff purchases for the period 1993 through 1 997 vas 

appropriate tor full recovery through the Fuel and 

Purchased Power Re~overy Clause. 

Does this conclude your testimony? 

Yes, it does. 

ll 
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ORO{R !IIPQSIHy MAR~·8ASeO PR!CI"G ON CO~L PROOUCtD fROM AN Aff!(.,JAT£ A!IO ACC tPT!IIG SI:IT!,EMtiiT 
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BY THE CO~~ISS IOH: 

su~~I!X 

We hove deteccalne<l as a 101tter o f policy that utl ll tlts oeel<lnv the recove r y of she cost o f cotl pu rchued from a n ot!il lu.e throuqh their fue l on<l purehued power cost recovery 
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cl~uses s tu, ll h 1va the i r ceCO'-'CCY lira l t. c d by l *tr'ltkct price· :a•nd•rd. rather th an unde r the · cott•pl ua '" st • nd • rd n c,u tn e!!e ct . t,.., o a lao ha ve 1c c eptad 1 st l pulltlon •~nq tho (Utta es lO liH S doc ket which p rovides ~ ll>elhOdO IOQY f or lOpiCI"ent l nq lhe ~• rket prlclnq st~nda rd for no l only t he c o o l T~opo Electric Conpany (TECD) pu rc:nues Crom a n ~C! I l l ote , but. the transportotlon and ha ndl lnq services ll pu rc l\uc a Crom a ! ( ll l ates . • • we ll . 

8ACICCPO!JHD 

I n fe t>ruuy, 1986, ve opened Docket No . 86000 1- El ·C: f or t h e purpo se of invest i qatlng the af fi l iate d coat - plu a Cu e l s u pp l y r e l at lons h lpa between f lorldo Powe r Co r porat i o n (fPC) a nd T ECO a nd thelr respec t i ve aCfllla t ed f u e l s u pp ly corp o re tlons. Aho in Febr uary, 19U, we had astabllahed Docke t No . 860 00 1•£1- r, .~I~n~v~~~~~~~~~~~~~~~Xi~ O S n r• Or!e < r:o. lSU~ Co r the pu rpo se o deter,.>n nq v 11y FPC' s costs to t ra n sport coa l by Ita off l llatad water bO r ne s y uem ex c eeded I ts costs t o trans por t c o ol by non-affiliate ro l l. I n Sept e mbe r . 198 7, we I ssue d Ord er No. 11122 , wlllcll re:ooved n :co f ro~ Doc ket No. 16000I•EI-C, aatab l l a h ed thl a docke t f or hearing the TECO i aau es . 

Arte r cona ldu lnq "t ile poat-llu rlnq b riefs of the par ti e s or d ou r Sto!f ' a r e coro ... ndat lon• we, at our Sep t e mbe r 6 . 1988 Aq e nd• Con !crence, determi ned t nlt o!CIIIated c o al s hou ld be p r!ce c! a t c arke t p rice Cor recovery t hrouvh t he u t ili t i es ' f u e l cos~ r e cove r y c l ou sea. We d irec ted ou r Staff t o cond uct d i s cus sions amonqat t h e a!Cecte d parti es Cor t he p11rpose oC d e t e r ml nlnq how beat to eatab l lsh ond Imple me nt ma r ket pricing nec~ an i sr.tJ . 

A!te r ex t e n s i ve n e goti at ions. t he par tl u to t h i s docket orr!ve.S at a s ti p ul ated a ore ell\ent wh ich p rovided • method o l o qy cor ea.t a bl ! l hlnq "marke t " p rice p rox i es Cor a ll o t TECO' • affi l >a ted C ~ e l t r onu c tlons . This Order de acr!bes the TECO head nq I n thl a docket, as we ll •• t he u lpu llted oqr u menL wh l eh we • cc ep t • nd a pprove . 

ll• !o re delcrlblnq TECO ' s oC flll ated fuel ond C11e l trons po rtat l on syotam, It I s wor th no t i ng that Tt CO di d no t object to the a doption ot a •arkel prlc!nq ay s t e ro s o l o n'l u t he sys tern f a i r ly re presented the price r e c e ive d Co r c ompo r obl e coo l on the c ompe tit i ve Aa<ket. TtCO olao took t he poa ltlon. • • d i d a ll par t!••· that marke t pr!clnq a hould cut bOth ways ond thot a n)' lowe r o f c o at o; "'Hkct Mtllod or market p rice c ap met hod shou ld be re j e c ted. Whi le TfCO t oo k t he pos it I on t h at c ost-plus prlc:lnq ha • provided a n eCCec t l ve - an a o t e ns u r lnq t h a t o n ly r easonable a nd p r ude ntl y Incu rred f u el costa h av e been pa u e d o n to ita cua tome u. It aorud t hat the coat - plu a methodo loqy wos a dministr a t i ve l y coa t l y a nd c aused unne c esaary requl at ory t e ns ion becau ae I t leCt t he llnqerlnq s u spicion, even In the Coce o f outa t and l nq ruults, t h at It reau lte·d In h l9het cos t s to eusto~e c s than would hav e been ava lt abl e throuqh. arco' a -le nqth con t rac ts . Consequ e nt ly. u wi ll be n o l e d below. the heatlnq tn thl a docket w•a not ove r whel h•r • m• r ka t pr!clnq syst e m s hou l d be od opted bu t , ra ther , how It a hou l d be ado pted . 
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There 1re two prloary c o,pone nt s to tnc 7£CO ~!! It a ate: cool sup( ly syster~~: 

1. The coal supply a !!llla•.e (Catllt! Coal 
Componrl: a ncl 

2. Tne waterbOrne transportation •rstom (TECO Transport one! Tracie Corporation) . 

Catllrr Coal Comeany 

OatlHC Co a l Company (CatliCC) Is a subsidiary o! "TECO Coa l, Inc:. whlc:h, lil<e TECO, Is 1 s bslcll a ry oC T£CO EnerQy. Inc:. The other subslcllaty o r TECO Co a l, Inc:., Rlc:h t:ount oln Coal Con>pany controls 1 hanclllnv C.c:lllty with c:oal - sld . .cov c a pability on the llorColk Southern lllllroad In Tennessee. but I s not currently operat ional a nd supplies no coa l to TtCO. 
Ac:c:-.ordlnq to T£CO wltncss John R. Rowe. J r • • A»latant VIce-President o l T£CO. Ttco·a Cannon Station uni ts wer e construc ted In the u~o·a a nd 1960's with wet botto"' bOiler s C:eslqnecl to burn western ~en tuc~y No. 9 coa l h a vlnq a l\ to ~\ sultur c:ontent a nd low ash - t uslon temperature cha r ec ter 1atlca . This hl <;~ h sul!ur . low ish- ruslon coa l wu In a bundant s upply a ~j acent to the Inland waterway syst•• and ~as . sa id Ro~e. the c::;os t 1 n expens 1 ve coa l that cou td be pu rc:ha seeS . However • w 1 t h t ile pusaqe o C the Clun AIr Act In 1970 and the u•oc: lated flor Ida State Implement >t I on Plan. TECO !ound It nec:euary to burn coa l at Cannon Station which proclucec! a n a veraqe or not r:>o rC than 2 . 0 lbs , per allllon &TU O( sultur d!olt!C:e. wlt;h t rux l.,u~a ot 2.4 lba. per million IITU o! sutrur dioxide. The reqdre,..nt tor coal that met the c:o,.blned low sulfur and low ash-!uslon char acteristics c:ruted • serious Cuel &upply p:o!:lleco. f or TECO at Its Cannon Station bec a use s uch co• l was extre~ely ra r e a ccord!nq to Rowe . 

To meet the appl ica bl e a ir qu al i ty requlat lons, "TECO converti:1 ! our of the s ia coel burnlnq un s ts a t Gennon St 1 t1on to lo" s ultur oil a nd blqan a worldw i de oearc:h In 1971 Cor a source o! low eultur. low ash-tua lon coal that would b f' sul:a b l e tor I ta bollera . The narc!\ re vealed that there were n a n)• fotelqn a nd d omestic coa l s tha t were low s ul ! ur. but {e\1 thlt a lso ~•t the neceaaary ••h - !utlon e nd s l aoq!nq cha racter l atlca required ot t he Cannon wet botto~ bolt•r s . Suitable &elms oC coal were found In the western United St a les . but the hlql' coat and h cl< o C dependability or a v a ilable transpor~ttion wore oC vrut coru:ern t o TECO 11\l!, u lt Ht•at•ly • .. a ... e the uu o t these coals prohibitively expen alve. Poli s h coa l was uaed tor a t llll but labOr a nd other proble"'s s hut o rr the supply ot thla coal In 1'79-80. Ultimately , suit a b le eastern coals were n a rrowed to the atuc Ce• aee ra in eaatern ~cntuc~y. and teat burna In 197) revealed that I t could s ucceasfully be burnecl In the two l arqest Ca nnon Station unit s . 
Cat Ill! (then n a .. d Ca l-Cio Coa l. I nc. ) mined the lllue Cem s e ar:a ln l&t44Je qua ntities tn 1 • ar keL that waa doraln ated by ~nany s c01ll producera . TECO tlrst beqan pu rchu lnq c o al !rom Cai - Cio 
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in elr1y 197 ) . Su tuequcu\lly , whe n Cal -C!o tt&pertcnced Clnoncl1l p robl e ,. s . TECO , .. de lt o loon t o >.oc p It vt obl e ond !ln•lly pu r chuod the e n tire operat ion b y Au9ust of "H. lr 1910 . the St otc o C rtorldo modi f ied Its s ul f ur dloa i C:e c rol ulol\ limi ts to pcralt Canl\on Unll~ Noa. 1· 4 to b~tn Blue Cen coa l . Slnc:• then. 1 11 s i x un,li at Ctnnon s ta tion hav o burned &lue Gem coo l. Co i -C i o Co o l. I nc. •a norrc wu chonqed to Got l i CI Co • l Coapony In 1911 . 

Ttco·a Initi al 1974 contract "lth Cat llll coiled Cor the price o f coo l t o be esubllshed by • n Independe n t conau lton t• s surve y o f r- erlt.et p rlcu. Th i s proctlco "'' continued unt il 1978 whe n t hl a co ... l ss lon ordered • cha n;e to 1 coat-plua o return on equity prlcln; ayatcm. See Order No . 7Ul ir Docket No. 7601 46. On H1rch 1. 1978, TtCO oigned • new contr oc t with Co t l itC. which provided that ... o il wou ld be l'llned • nd a uppllod t o TECO on 1 cost-plus b u l a with Got ii!C belnq e nti tled to 01rn the limo ,.ld-polnt return on It• lnvuted equitY. • • al lowed t o TECO by this Co~~l as lon. Thla controct wos opprovcd by the Commission I n Order No. 1111 1 nd Its t e rn wu e <to ndad t hrough Oocomber 31, 1996 . 

In 1981 this Co~la s lon hired t he consul ting Clrm o c Emory Ayers Associ ates . Inc. to conduct • atudy t o d e termine It t he cost-bued price pa i d by TECO to Got liC C w• • I • line with mo rlt.et pric es . Tho tmory Aye r s study concluded thlt the coat-based coa l prl c e wu In llne with the carl<et for the \onq terro supply of till 1 type COil 1 nd the H udy est•bll •hod t reoso~tb\e markot price Cor this co•l •• ot 1911. 
TECO 1 ubralt1 thlt Its control or < aluble r eurve o ! tho rolltlvely acorcc Blue Cera co1l In t he oast~rn Unltotl Stotes Ia absolutely crl t lc: o l t o the rell1ble ope r at ion o f Its Connon Station In vi ew oC the rec .. ln l nv lives o C the boilers . T~CO. s1ld Rowe, bellevea th is co&! provides 1 l e1s ~-co s t altern•tive. which l s aupecloc to othe r onvtroft~ont a l compliance solutions 1nd asaure1 thtt the uti lity "Ill h .-e • sourc e ol envltonmenta 1ly acceplatl lo coa l tor t.he rema lnln9 l,i.ves o C the Connon unit s . 

TCCO Tjtnaport and tr t ds 

TECO Tr~naport ond Tr1de Corporation, I • o s ubs ldl o ry of TECO" a poren t coro;>1ny, Tt:CO t ner<;y. Inc. TECO Tr on s port 1 ncl T rade In turn, hu five uporoto su!>sldluy operating componl es vhich ma ke up the water transportat ion sys t • trl· Exc~p t Cor a '"''II (less thon ten percent or • bOu t 500.000 tons per )' ~ar l shire of Tt:co·s require men ts oC C1tliCC"a solea, whlcn o r e delivered t o Connon Stltlon directly by r~ ll. a ll o l Ttco·a coal Is delivered t o Bl9 Bond oncl Cannon Stotl ons by bargo under t he direc tion of TECO Tr1n1port one! Trade Corporotlon . 
Hid-South Towtnv . which w1.a os t l bllahed In 1959 , own• or operates ton tow boata and o ve r rthcoe hundred river barqea . l t tra nsporto cool !roro the cot l Cl e lds ne1r the Ohio River to t he tlec=tro-Cool Transfer C1clllty 1 011e 40 miles down river from New Orleans. 

The Electro-Coil T ra nafer Coclll t y Is size , provldu on-vrountl atoroqc Cor 4 .S 
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controls over three ~ilea oC rlverCront. It wos osto bll•~ed In the early 1960s anO provldea a loca tion Cot elver ves~el 5 to dlscharqe coal and tr .a naf•t lt to oc••n ·vessels or to qround storaqe. But ~ products hauled tor others are also stored or tronslooded by tlectro-Coa l . 

Cu!Ccoast Transit "ts established in l9H to c arr y coal 
fr om Electro-coal to TECO's qonecot ln9 stations . It D"ns II ocun-qolnq . tuq-borqe comblnatlol\s ranqlnq In sl~• Croll t.OO O tons to Ja.ooo tons. Accorclinq to Rowo, CuiCcoost pioneered the ocean-qolnq. cool shuttle Ideo f or coal to penlnsulor 
florida. Cu!Ccoast ~aula coal for TECO and bock~ouls phoaphate and other bu l k products Cor others. Whor CulCcout delivers tho coal to Tampa. It Ia oct-load.eCI by c. c. Service Co10pany. TtCO T • onsport and Trade's atevedorlnq a nd a hlp repolr qroup. TECO Tow!nq, the Clf t h co .. ponent oC TECO Transport a nd Trade. wos forced to move ICC-roqulatod bulk cotROditlos a nd is 
currently lnoctlvo. Accocclinq to Rowe, the thl rd porty transaction• hove pcovldoel alqnlflcont sovlnqa to TECO' s 
ratepayers by sproadlnq tho f ixed costa oc o!CII i ateel operations over • larqer tonna<;e base. 

Mr . Rowe testiCied t~at the transportat ion systoo "•• !ormc.d tO lowet COltS a nd provide tolllblo transpOrtation Of coal co r •he bone! lt oC tho utlll ~y·a rates:ayora . He said thot "hen the synem wu tlrst Cormod . roll rates to florida Crom the Hldwottecn coa i.:.Cielda " ere so hl<;h that coal vu not cor:opetltlvo "lth oil. Boc auae TtCO did not "l r t to be held 
captive oy exctJai vo dtponeltiiC:l en call transportotlon one! • reliable "Iter ayate:. Cor coal delivery to f lodch did no~ exist. TECO, saleS Rowe, took the Initiative a nel dovolopoCI • 
water transportation syatom bec;lnnlnq in 19H ~J ith the !ormation oC Culfcooat 1 nel Kid-South . l nltl oll y joint ventures "ith Peabody Coal Compony and Vlrqinla-corolina Cher.>lcol Company. these operotlon• wore vholly-o .. nec! by ':'ECO by tloy o! 1968. 

fro111 19~9 to 196S the tronsCer o! coal fro:> river barqes to "ttCun vessels "as accomp lished by •mic!-atreamlnq · (direct vcssel-t.o·ve:ssel transter et ancho r) between t:ew Orleans and 8aton AouQe . wnen the ald-strea~inq proved uns attsC aetory Co: 
the l onv t err.>. TECO oneS PolbOely Cool Cor:>pany !I :st louod an existl nq tra nsloaCIInq Cacil lty ot Kyrtle Crove one!. than. II\ October. 1958, lncocpor otoCI Elocuo-Coal Cor the purflo•e o! Duildlnq one! oper1tln9 a more codorn tuns l oaCIInQ oncl » toraqe ! oclllty It Davant, Louhlonno, so• • two mile• a oulh o! Hyrtle Creve on tho Hlsalulppl. Accordlnq to llo..,e, tho no" tlectro· Co•l Coclllty was tlnlshed In 19flt- oneS aurvlved Kucocano ·e.,tay,• which "l rtu olly demolished the old Hyrtle Cco•c termi nal. ay Hay, 1968, TECO had purchased Peabody's SO percent o"nershlp In t:lecuo-Coll e nCl. therea!ter, "holly-owned all oC the tronsportatlon coNpanles. 

Hr . WilliaN N. Co~ntroll, VIce-Pres ident Cor Ro<;ulltory A!!alra f or TECO, testified thot the coat-plua prlc lnq system should be 1110CIItloel because It hoeS cousod: (ll subatontlal requlatory concerns for the Co~isslon : (2) 1 subatantl al 
co~m~itment of reaour.:es by tho utllltloa In complylnQ 1Jllh the Co!MIIulon•s cequlatory nooda; and (3) ta t epoyer doubts con ,. "'\ ln9 the use oC a coat-plus c:oncept. He said that. while 
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TECO believed that tho coJt-plus pdclnQ system hod been Cole one! u .. onoble Cro~a I to rnepaycrs · prospective. the utility had undertaken a · aearch toe a nother accept a ble prlcln9 altcrnatlve. ~hlch would continue to provide • n ass u red. reliable s ource o t services and products from att lt\atca. at • competitive price. with Cor less requlotory tension . 
Hr. Cantrell stlted thot tho e arket price opprooch was attr.ctlve Crom a theoretical point ot view because It should reOect the ore• s-len;th value o! the voods or services belnq tron sCerce.S. To do this properly. h e .. tel. Involved belnq a ble to l.Sentlfy the proper product one! qoovrophlc marke ts In order to co=pute co=parable = •rket prlces . He added that doinq thl• wu extremely dHtlcult In tho cue of tho wotorborn" transportation oC coal to Tompo. as provided by TtCO Transport Tcode, and the supplyin; of lov s ulfur. low ash-Cuolon cool produced by CotllH. Contall u i.S that despite the lock oC comparobles Cor the woterb:>cne t:or.s portat I on and the lllue ~""' cool, it wu still possible to develop o mocket-bued opproach by establishin; a bue prlee, u s inQ an onolysls oC the mocl<et. one! then provi.Se foe lndez ln; o! the bue ptlee In the u me manner •• did many or r:>· s -le nqth contracu no;otlated by Independent port l es . He so ld thot TtCO wa s proposing such contracts for both CotiiCC Cool a nd TECO Tronsport ond Tr ode . 
As testified to by Cantrell. TtCO propoud o new cool contract with a terd.o! ten ye1rs a n4 a otnlmu~ annual tonnave of 1.1 million tons. · It "Ould nove o bau pclce set lor the 1.1 mil l ion mlnl~um tonna9e level ona a lo"•' price lor s upple,..n tal tonna qe above the r:ol nltiiUm. Accor.Sin9 to Cont. re II. the propos ea bas~ prices wou l t ensure thot TtCO. ot the Inception ol the contcoc~s. woult ~ oy no nore Cor cool thon It did under the coat-plus prlelnq system. · ee;lnnln9 In 1919 the price would be od,uned quortecly bued upon app roprl ote Indices . Durin; the Cl!tll ye.ac ot tho contcoc~. o price ad,usu .. nt oC plus oc minus 10 percent coula be maae in the ad,usted contract price ! ! lt c!\!!cted Cror:~ an ts.stssment oC wh.c the market price of the cool woul4 be. TneoeaCter. the now contract price would be ad justed on a quarterly buls by the use of ln41ces . Ouclnq the tenth cont r aet yeor. TECO would aqaln assess the ma cketpl oce and determine a ~orket-bosed price Cor the eoal needed at Connon Stttlon. Cotl! Cf would nove a n opportunity to match the oorl<et price ond. thereby. extena the contract or to .Secllnc a nd allow TtCO to contcoet elsewhe re. 
He. Cantrell said tlut the bose price under the proposed cool controet would be si.,.llar to the price paid under the current contr• ct. whlch he sald \JIS at or below the carket Cor coals ot a quality that coyld bt burntd at Gannon St at ion. Ht :.aid that the bue cool contra ct price would be lnde•ad by publicly reportea ln.Sices rel ated to " labor.· · notedols ond supplies,· a na "molntenonce a nd e~ulpment." 
~ccordln9 to Cantrell. the new ~ransporatlon contttcts would have teras o( ten yotrs with olni•um a nnu a l tonnave• o! l, ?SO,OOO tons t or :lvet tronsportotlon ond 4,000.000 tons tor the te rmlnal a nd Cult t ronspor t.ot !on. As wl th the proposed coal contract# the propoled tranaporttt ion eontr t cts would have bue prleea l or the minimum tonna;e levels ond lower bose prlcea Cor a upplem.ntal tonnoQes. !.Ike the coal contract, the 
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t r•n•port atlon contracts would be Indued Cor tho lr first t \ve y ears wl~h 1 turket-prlce od)us t,.ent In the filth yur bo sed upon an 111e:ssmen t o ! the mar ket. In th~ tenll\ yc'r. the o arJt.c t woutc:S •v• ln b• ceasaes1ed wl th TtCO Tc • n•potl • nd Trade h ovlnq t he o pportunity t o motch the new price . 

Mr. Cantrell ~aid the b u o price Cor tho transport at !on 
cont r a c t s would b<! l1111lltr t o tht prlt::t p1 l d under lhfl 
cost- plus contract, which he aa i4 waa. by all measures tha t T£CO could Cines . below 1 aa c~et price t o r the tra nsport a tion o~ coal . The tranapo r t at\on base prices would b e Indexed by publicly reported indices Cor ·tuel " a nd ·varioble ' cocponent•. 

Mr. Cantrell c losed by aayl nq tha t the proposed contra c ts r epresented a 101rket-basod app ro ach becau•e they were si n>\ lo r to the b u e pdce, i ndexed c ontu c ts cotM>Only entered Into betwee n a rc· s-lenqth parties in the competitive Rl r~et. 

Ms . Roberta S . Bua , a Pllnnlnq and Ruurc:h £c:onoml ot in the r u e! Procurel!>ent Bureau oc the Convo\ss\on·a Division oC Eleclrlc a nd Cu, provided an overview oC the o rqanl u t.lona l 
stcucture ot TtCO Tran~port and T r ade Cor pora tion a nd T£CO Coa l Corpor at ion. In addit ion to descrlblnq t he orq a nl: a tlona l tellt lonahlps d i scuued In Hr. Rowe ' s t es timony , Ms. Boss described tho cont rac tual rehtlonshlps between TECO ond the v o rlous a CCII\ otes a nd the manner In wh ich costs were a l l oc a t ed betwee n TECO ones non-utility business . Ce ner a lly. TECO's 
aCCi ll ated qoods a nd servlc:es have been provided a t the c:os t o! prov \ dln9 the111, plus a return on Inves ted equity It a r ate equ&l to that o! the mid-point on equ ity a uthor\ud to TtCO by thl s Co,.,.l sslon. I. I kewloe, costs are al located bet"een TECO a nd thi rd par ty buslnus dlrec:tly. where pouil>le. a nd other.,l s e on a perc entaqe-o!-use basis. 

Hr. Huvh Stewart . Ce nettl Enqlneer a t t he federal £nr rqy Requlatory Co!MIIulon, teat !Cled on behalf o t t he Stat! o ! the Florida Pub:tc Serv\c:e Co""" l u lon. "r . Stewart testltled that 'l'ECO's aCClllate coa l p roqt ato had venerolly bun suc:ceulul 
l>e~...,•• It took t.h e tl111e t o determine tha t t he coal transportation anel pro~uct lon servlcea were cost-eCCectlve 
before it a cquired an o"ners hlp Interest In t he Cacillt•es . In this re91td, he cited a study proptred l or T£CO. by a n I ndepondent cons u I tint. b.Core It cONOI tted t o c:oa l. s .. aw I nq that coal could b e economically produced and s hipped to the Cannon Stlta on. tn the aame ve ln. Stewart • • ld tr'llt \t. wa ~ 
only o tter contra c tlnv in the co,.petltlve 111trket Cor coal supply •n~ transportation services that TtCO a cquired I t s O"ne rshlp Interest in the barqe operations a nd the tra nslo a dln9 Caclllty . Ste.,or t also test!Cied that TECO contr acted wlth a n 
independent coa l olne eno l neeri no consultant to deter,. lne the cost oC proelucl nq c:oa l Cram the Cat llCC reurves beCo r e acqulrlnv an ownership Interest In t hose r eservea. 

Hr . Stewart a c knowledqed that I f t ho wet bottoa boll era a t TECO's C a nnon Station were t o operate at ma lti ii>Uill eCtlcle~c:y . T£CO not only h ad to obtain cool >J i th low s u!Cur levels , but low ash - t u s lon cha r •c t e r \ot \ca too. He ac~nowloelqed that coa l o C this typo la re latively scarce a nd aalel t hat, afte r a n spptrent ly extena lve searc h. TECO discovered that coal o C this type was beln9 111lned by Coal -Cia Coal. I nc. ! rota the Blu ' c ... 
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Seam ln e•stern Kent ucky. Stew•rt noted th•t T£CO ~•ecutcd • ten year contract with Coal-Cio !or the s u pply o! c o ol a nd C:1d not •c:q \lire an owner&hip Interes t; tn tl.e rntn,nq co~p•ny unt&l oCtet the mlno experienced !lnonclal dl!!lcultle$. 

Hr. Stev•rt dlscu1sed the several ~s p a n s 1ons ot a nnu .a l throu9hpu t capac! ty thot hod be on acco,.pluhod ot the Elcc:tco•Coal Ter~:~lnal and volceCI the opinion that the 1969 exp'an•l on from 4. 0 to 6. 0 mil l ion tons pee year wu just I I led by TtCO's 1119 Bond veneratlnv units. tt.e !lest of which was scheduled to co ... on llnot In 1910. Ho sa id that It was his opinion that the subsequent e•pansiont- to 12.0 million tons per year in 1982 and to n .o mllll"n t ons per year In 1984 -were to ~eet expected export markets •nd that no allocat ion ot these expansions shou ld be modo to TtCO's utility business. 
On cross-examination. Hr. Stewart a c knowledged that he had developed a ·un i ty check. · uslnv the publ icly reported r•ll coal rates ptld by F l orida munlclpally-ownotd utilities, whlcn showed that tho total &roniport atlon costs paid by TECO to I ts att lll tte weco l ess than tho sucroqate ce ll cost. 

Hr. John Pyrdol. tner9y tconom!H with tho tnerqy tnd Fuels Antlysll lluncl\ oC the f'ederal Cnor9y Re9uhtory Co~~lsslon, also tostiCiod on behalf o! the SttC! o! the Florida Public Service ..CoiMllsslon for the purpou o ! dlu:uulnq the benetlts o! a market price cap tor a! tlllotad tronsacdons a nd to calculate the rucket price Cor the co t ! TtCO purcl\ucs C eo~ Ita al!lll oto, the Cttll!t Coal Company. 

1'\r. Pyrdol stated thlt It was Important t o utlllu a D&c:<et price !or the tllowa:ole coat ot cctl purchueo Croro on a!!illtte beceuse a mtrket price attempted to replicate a pclce resul t ln9 lrom an arm'a-lenqtl\ trtnatctlon, wheco • utility would heve nothlnq to vain, anO sooethl nq to l ou, by a c::ept ln9 a hl9her than =-rkltt·coopetltlve price . ey contrast, he u iO. a u:lllty• s Incentive to pay :he loweat possible price toe coal may be blunted or othecw! se subordinated by 1 wllllnQneu to ac~pt • hlqher price ! com an a!C IIItte mlnln9 operation . Pycdol contended that tl\!s wllllnqness to occe~t a hlqher a!!ll l .ce price could no= !ro• o!ther : (1) a desire to l<oep the atf lll a te "whole", even if tl\e a!t ! ll tte prices ace e•c eulve: or (2) to help the at! lllate earn qretter prot!t> . 
Kr. Pyrdol t •stlt ! e d th~t coat-plus controcts or the type be tt.~ee n 7'E-CO and l t.a •ttll l 1 t.ea are uacd al nc>ll s o lely when • utility Is buyln9 coal !ro"' e n a!C!llate s uppli e r and al ~nost never in arm'a• lenqth contrtcta. He a1ld that th~ m.oat COII'IIftOn form ot orrs'a-lenqth contract In the utility coal business Is tho base price plus eacehtor contract. Accordlnv to Pyrdol. the cost-plus contract allows the seller to recover a ll ot Ita costa plus a vueranteed profit . Tt>la allo"t tl\e utility to keep Its a!llllate supplier whole by paylnq all ol Its costs o! production, while lnsurlnv Ita pco!lt aarqln . I n contrast t o thh type o r contr act, Pyrdol uld the bue price plus escalator contract doea not 9lvo the auppllec a vuara nteed, Cu 11 cost pua- tl\cou9h, plue quaranteed prot! t. Atthe r. he said, the bue price plus escalator contra c t l o nt up to h a ve the price reflect competitive aarket condltlono. both wl\en the bose pri c e Is ettabllshed a nd ln any chenqea '"'de to this 
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price. In ~he base price plus escolator contr oct. • b o>e price I s estobllshed at the outset oC the cont .. ct. t nd then ~he prlc:e t s chanved by • ael ot tft.Ar"et · sentative tndiceJ whlcft c an Increase or docreue tho price. Thou indlcu. >Jhlch are • subject oC contract noqotlttion. ~yptctlly ue publi c ly repotled and ce!lect chanv•• ln th• COI"''POncnt s of pcoduct\cn such as labor. f\lel. t aaes and Othera. Thete contracts may tho C:Cinttln -rDtrke~ reopener- provisions. uhlcll. atle r a q lven number oC yeors. allo" t ho buo price to be r a ised or lo..,ored to meet tho current ~arkot . 

Pyrdol uld that tllo risk ot non-recovery oC costs In ~he competiti ve . orm• a -lenqth coa l t:r onaactlon Is borne by the seller. not the buyer. He sa id that. similarly. ~hla rl sl< should bo borne by tho aftlllotc "'lno a nd not by tho ultl r.~ ate buyer , the utili t y ra topeyor . Pyrdol toatltled that It wa• his opinion that ell ot n:co·s eCCilloro Cuel-rehted contracts sutfered Crom t he ume potontlel confli cts oC lntereH that rhe coal contract wes eubject to. a nd that JUrket-prlce c a ps s hould b e ostabllehed !or the berqe and t ra ns loa dlnq controcts as well . He a dded that he did no~ h.ave the necoaury lnCor rnatlon to construct tho tronsportat lon-rolated market prlcu ond was. the refore. testHylnq on l y to a curkot price cop !or <:at 11 tC coo l. Kr. l"yrdol noted that the Federal tnerqy ltequlltory Co0111laslon h u u u d 1 ~arket price teat • nd c op !or a!CII Iate<! coal oper at ions since 19.1. 

Kr . Pyrdol uld .thl t thoro ere 011ny unique chara c terist ics round In diC!erent ro9 lon1l and locel coal markets sorvlnq di!Core nt utility power phnta and that. therefore. the c e lculltlon oC 1 market price muat conaldet the portlculor ctrcuf!"tstancea o: the co•l • •rket tn qyest1on. Ke sal" t.nal there a re easont l olly throe stepa to be Co l lo..,od In determlnlnq a market price Cor a qlven cool. f irst. tho produc t market mu H bo I dent ICied. Second. tho 9 009 rap hi c al boundu l es of the r:erket oust be doterr:lned. Third. ao l ect t r onsoct Ions s llou ld be •••~lne~ within the produ~t and 9eoq raphi c war~•t• in order to determine the mlrke~ price. 

In conatructlnq hlo marke t price c ap Cor Catli!C "01 1. Pyrdol testltlod that llo ICcoptod n:CO"s ropruentat l~ns t~!~ the Cannon bolleco roqu . rod low sulfur coal with low ash Cus\on chorocterhtlcs a nd. t~etofor o. llr>lted Ilia a na l ysis to slfllll oc qu o llty coa l. He next determined thla type cool "" !ound In ll,.lted quontltlos In oostec n Kontu-~y. pacts o~ Alab•~• . Illinois. Tennessee. Vlrqlnl a and In s ome western st a tes . ACter Curthoc anely.tnq thue coa l s ources. he determined to !urther llt:~lt hla a nolyais to coo l produced In the lllue Ce;n Stroem In oottern Kentucky, whece CatiiCC Ia loceted. 

In determining which transactions to Include In hi• an a lysis, Pyrdol elected to eltmlnate tronuctlons on the opot market and Cocus on tranuctlons lnvo!Yinq lonqec-term. larqer-volu- contracts because tho Gatli ff trensoctlon Is • cont ract arronqemont. Ho further determined that. qener o l ly, outecn utllltlea do not utllhe• cool that Ia bo th low In sultur and In uh-Cus lon tecapouturo a nd. thereCore. It wo a diCCicult to Clnd price lnCor .. tlon to calculate 1 curl<ot price t oe the CatliCC coa l. In lieu oC tho caarket price lnCocmotlon CIC comparable coa l. Pyrdol used a 1911 otudy conrlaslonod by 
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thi s Co,.:• l u lon entitle<! "A Hor "-e t Surv e r O( IIOII U ruC!I l or Tll mp• Clec t ric Comp• ny • a (ia nnon Pl Ant . • Tn l s study. "' h ich "'' ' c on<!uc t"d by Emo r y Ayers Auoc:l • t • •· I nc: . a n<! Cllcd " l th thh Corr:nl sslo n on June I. 1911. l <!e n t iCi e <! a c ontr • ct rou~et price f or lll u e Ce,. coo l o f s•o per t on •• o f 1~81. To • rrlve at on • dlu:tod rnar llet pr l c: o f or Oluo Co,. c o al Co r e ocn y u r 19&1 · 19117 . Pyc <! ol aa l<! he o<!j u sted tho 1981 $4 0/ t On pe l '"• Cor the Gat II ff COil by t he a vero9e a nnu o l perc:ento~e c:h on 9• In p rices cKperle nced by al l c o ol pro duced In Bure ou o t ~ i n e • Di s t ric t ( DOH) No. &. DOH llo. 8 lnc lud ea e ute rn Ke ntuc l<y . s outhe rn We s t Yl r olnla . on d p ar u o r Vlr~ l nl o on d Te nnessee . a nd. a cco r d ln9 t o Pyrdol. I s the s o1uce o f the "> lohest - qu al l ty . hl9 hest-prlcod coal p roduced In " p pa lac:h! a . Hr . Pyrdol so ld tho t "he n he co~pared t he ad jus t -d ma rket p r i c es to t h o • c t u a l p ri c e s TtCO p aid t o Ga tllt f. h e c o nc l uded t h a t t he Ga tl t tc pric e s h ad been I n line wit h the 01arke t p rice !ro- l U I t o 198~ bu t h ad b een hl o her t ha n t he a a rke t In 1986 a nd 1917 . 

Hr. Pyrdo l r eco~nded t h o t t he co~~• • • lon ll ro!t t he recove r y o f Catl lf! c o a l t hrouoh TECO"• f ue l adju s t~ent cl au oe t o the ad jus t ed ma r ke t p rice ( or • II f utu r e •• l e• o f t h e Cat l! ! C coa l to T£CO. I n do ! no s o . Pyr<lol no t e <! t hat only • po rtion o C the s o - c a lle d Ca tll ct c o a l I s ac t u a lly prod uced by t h e Catl l ct "'lne. lie sa i d thlt rest I s p urchased t r om I ndependent minos a t • p c1 c e ( S 2 1 · Sll l t on In 1984 ) s ! 9ni Ci c a ntl y bolo" t h e c o lt of coa l t o TECO. an d a vuao e <l r oc cost purposes with . t h e c o al actual l y p roduced by Ca t l l f t . S pec ! H c a lly. Pyrd o l· u ld t hat In 19 86 . Cat ! ! !! a ctua lly p r oduced 619,000 ton1 o f coa l wh i le I t bouoh t 860 . 000 t On i teo"' other prod uce r 1 . Kr . Pyrdol t ool< t he po s it ion t h a t the ad j u s ted marke t pri c e r ea u lt lnq from h! s ~ethodo lovy o houl~ 01\ly a pply t o the c o a l a c t u a l ly produce~ by Cat !I!!. " hll e the less expens i v e coa l tha t Cat l l tf bu ya ! rom Inde pe nde n t mines a nd renll a t o TECO 1 hou ld r e !l ect t he actu a l purc:usc p rice to CatliC! a nd not the hl9he r 11arlte t price . Me sa l" t h at s ince t he Catll tc / TECO c o a l contr act rec; ul ud TtCO to t alle onl y • mln l r:~um o f 500.000 t o n1 pe r y ea r . 7 ECO s ho"J l d n l n l:-! u the t olle o f Ca tllr( coa l a nd a a x lah e Its t a l<e o l the l e u u p ons l ve BIG\ Ce$ coa l produced by Independent au ppll e rs. 

On cross-eu ml n at l o n . He . Py rdol a c knovle dq e d that Il ls ad justed ma rke t price wu b ased u pon the t ot al u l u of 8{\"1 llo. 8 coa l t o u t lll t l • • a nd t hat It <l id. I n ( ac t . inclu de s o"'• aa l e s unc2er apot ~•rkc t contr l cts . He • c c e pte d the t«"'ov• l ot t he • pot ule1 u belno r usonoble a nd oc: >.nowl odv e d t h at the! r r e mov a l, p l u a a qu a l i ty cha r acte ri st ics a.: ju lt~nt s uv qest e d by T ECO" s Hr . Ca n t re ll wo u ld l ncre u e hi s 1917 adjuste d r.~a r l<et pclc o foe c.tH Cf c o a l Cr ota a pp r ox ltaately $36•.60/ton to a bou t 539.60/ton. 

He . Korey T . Shea . Ch let o f tho Bure au o t r ue ! P rocure .,.nt. Di v is i o n of Elec tr ic a nd C11. rlorlda Public S e r vice Comtals• lon. t elti Cied on beha lf o f t h e Co"~ l ss l on S t a rt . Hr . Shea tes tified tha t the Colf.tal u lon" l f u e l p cocure~Mnt qu lde llnel contai ned ln Order No . 1264~ s tate t h at all purch ase& f r o ro a ct l lloted c::omp a nl u 1 ho uld be pri c e d at l•vela no t to ••c • •O thOle av • tl e ble o n t he compe~ lt \ ve m• rke t a nd t hat c ontracts with a ltlllated c oa p anl u >h ou ld b e a dmlnl ato r ed I n • a anner Ide nti c a l to the ad,.l n lttr ot lon o r • contr act wi th a n I ndependen t compa ny . Hr . She a s a i d the 
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oC the con o r 
Crom oCCIIlote 

Mr. Shca ·s !irJt and prc!ecred mclhod. where possible. vas 
to establish • • m.t rke t test• or market prtc:e by compa ri~on to 
the price of si milar products o r s~rvices purchased in 
c ompetitive mukets. Hls second preCerred ,.ethod was by 
comparison to 1 price e6leuliticl by illoclllnv an aHlliHe's 
!!xed and varlable costs to utlllc:y operation• ond non-utility 
operations based upon tonna,q-e or ~ore other appropri ate 
mea5uremen t . A roturn on invested equ ity could be aet eqv•l to 
the midpoint o! the utlllty•s allova4 ran9e or e qua l to that 
reall&ed by other c ompanlas In tho some t ypo o ! bu•lness . Mr . 
Shea's l:hlcd and lout pre!erred llllOthodolo9y wu osnnt lal l y a 
cost-o!-service methodol09Y that • ould Involve r e vlewln9 tho 
oCCllla t e' s e xpenses and capital :structure to 4etcrmlne vhat 1 
reasonable price s hould be . Shea stresae4 that the last 
methodoloqy ahould only be ctmployed when the morket test on4 
cost allocation methodolovle s were not app lica ble . 

Mr . Shea testified that he wou ld reco~~nd · uslnQ th• 
methodolo~y presented by Mr. Pyrdol to evaluate 1 comparoble 
mor~ot (F.O.B. mlno) p rice ( or Ca tll ct Co ol Company. He so l4 
t hat he avreed wi t h Pyr4ol tha t a ourket price evoluation wou l d 
be preferable t or TECO' 1 tran sport It ion at tlllotoa. but added 
that he c ould no t reco!Miend s uch a methode l o;y bee •use he was 
unable to identity . a sut!lclent number of comparable 
transactions to ~eClne a market price Cor the servicea provide~ 
by these companiea. 

CONCt.!/S ! OU 

;.s o resu l t of this he a rlnq a nO the componlon hearing In 
Docket llo. 860001-£1-C concernlnq rlorl4o Power Corporation. ve 
have conc ludeO thlt it ls Ou lrobl o, where possible. to Qcuqe 
the tO.tlonableness ol fuel coats :sou9ht. to be recovered throu9h 
• utility's Cuel od;uatment clluaot by cor.:parlson t o 1 otandorc! 
that attempts to mea s ure what • ;\"en pcoduct or Jervico wou l ~ 
cost"" h od lt beeh obto lned ln the co,.petlt!ve r.:arket throuQh a n 
um's-lenQth controct vlth on una!C IIIate :j thlr4 porty. We 
believe thAt l imitinq cost recovery in this manner will best 
serve the intere•t s oC TtCO' • cu:atomers by \naur\n9 th• t tne: y 
ace not ccquired to pay more thtn 1 market prtce Cor tho !ucl 
component of their electricity becouse oC on a!CIIlatlon 
be t ween their utility ond a Cuel $uppller. 

We note that no porty to c:hls doc .. et has &lleqed thtt 
either TECO's C>tllf! coa l or !ts T£CO Tror.sport ond Trade 
rates are unreasonable ond should be disallowed. I n toct. 
af ter a cce ptln9 the o4iunmentt urqeO by T£CO, wltneu Pyrdol"s 
adjo..sted market price Cor CatiiCC coal was within a dollar oC 
the actual price then belnQ pat4 Cor thot coo l. Llkewlae. 
n:co·s at!lllated "ltecborne rate tor the entire route was 
ahown to be alqniCicantly lowor t hen the compor obl e rai l 
r a te/ton/mi le bolnq p a l4 by oeverol rlorlda Munlclpo l 
electclc:al ayatema. whose coal and trln$port a tlon r• t.ca arc 
publicly reported. 
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r rrespectlve oC whether • ny i'"pruc1encc or unreti 3 0n • ble c a penses • ce f ounO and disallowanc es mt de. we •qree w1th t.ho p u tlea to thla cue t hat 1 chanqe Cr or> cost-pluo pr!clnq I • "'•t tant.ed . Wh i le we bell e ve th.at. the cur tent s ystctft h•s bee n qeneully •ucceasCul In allowlnq only reuon•blc a nd prudent costs to be pusod throuql\ the utllltlu' l uc l ld )ustr-enl cl auses. we concu: with Ttco· s. poJ\tlon th•t at l'l•s been administrative ly costly, caused unne ceu• ry re~u htory tension. 1nc! l eft t he llnverlnv suspi c i on that It hu ruu lted In hlo;her costs to a utl l lty•a cuatom4ra . 

Imp l ici t In coat-p l u s prlclno; is t he tequlrel!'ent that one Ia c t p a ble ot conductlnq 1 coat-oC-ae rvlce a na lysis o f a bus lnen to d ete rm i ne tha t Ita "'xpenaea ore both neceuuy and reasona b le . Th i s I a a methodoloo;y that Ia desanded for monopoly u t ility s ervices a nd vh!ch u 1 ua lly proves to be compleJt, expe n s i ve .nd time conau•olnq. It Is • "'ethodoloqy which r equires • hlo;h deo;ue oC Ct ,.lll tt lty with the capita l rec;ulr e•unta a nd e x pensea necus:ltated by the operttlon o C'· the buslnco u belnq r eviewed . Coat-o t - a orvlco a na lysl> or a!Cillatc ope:a tlona pl a ces additional der>ands upon the requlatory •venc y In t e ras of time, e Apenu a nd t cc;ulrlnq addlt lo"•' eapert l se. All coftHI at some t ddltlona l cos t t ha t mus t eventually be !>orne by the r atepa yer , e ither In his role as • cusro...r or as a t axpayer. Furthe rmore , there sce"'l to b~ no e nO t o the typtl o f a ! C!.ll a ted bus ln u au tha t we ore e ltpectcd to become au!Ocle ntly fami lia r vlth ao that ve al9ht jud9e the re as~nablenesa ot the!r cosc1 on a co~t·oC-aarvlc c ba1 i s . 
Co a t-oC·ae rvlce re q ul at lon for public utilities I s necessita ted by their eonopoly s~l tua and the a ttenda nt l a ck or slvn ! Cica nt competition. if any , tor thei r end product . Con-ot-s orv l c o r qu l atlon ealsta u the pro&y Cor compet i tion to !na ure t hat utilitie s provide e f Ciclent , au!Cic l cnt ond adet:; uate aervlce a nd at a coa t thll lncludu only reasonable and ne cessa ry e xpenses . Coat-o!-servlce requlotlon oC so,.e type I s euentl al v h en t here Is no compet itive turket Co r the p roduct or sorvlce belnq pu rchaud : It I s s upertluous when s uc h o co~petltlve ,.o rket ealata. 

There Ia another reason tor awltch lnv to • market prlcln9 ayslem t h at wu a lluded to In TtCO' a atlle!!'ent tha t tho cu rren t sys te r.: . no .,..tter how outaundlnq the ruu lts, lift llno;erlnq sus plclona that It resulted In hlo;her costs. Thlt t:>ls ,.lqht be true ma y be seen by contrastln9 a!C III oted and nonAa!Cill a ted contracts. The Iotter. with Cev exc e rtlons , ... c haraetoriz.ed by IC r:l" s-len9th t rana1ct ions tn terad nto in the competitive matketplace . Typica lly. tho cont ro c u result fro:~~ cor.opet l t I ve blddlnq ayste iQ In wh ich the contr t ct Ia awarded to tho c;u a lltled bidder submi t ting tho lowest bid. In any event, tho utility' s ne9otl a t o r haa clearly dotlned loy1 ltlet a nd kno~• ~hoae .ntereatl he or ah e Ia t o pro tec t . tn cont ra st to thh, t he typica l o CCillate contract It let without tho benoClt of competitive blddln9 . l natud, conCidont thll tho cont roct w111 be qlvon to the tftl l late. repreoonlltlvu of tho two companies ne9otl 1te the ra te at which the produc t or aervtc:e will De pu<choted . 

Con a lder I no; 
prlclnq systero. 

the 
w •• 

many 
.. a 

odvant 1901 offe red l>y • m•r~el pol ley matt.• r. shall re ,u lte lt.t 
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~doptlon Cor ~II a!C ill a ted Cuel tunuctions Cor vhich 
co~par•ble ~•rkct prlces ~•Y be Cound or constructed . 

Jn c-oncludln9. we noto the tollo""lnq cave.tts : (1) rcom tho 
record ln this c eso , we •=• conv::n c e:d t.tllt mar~ct pclceJ. can bo 
established Cor the aC! I I Iatod coals; (2) ma r~et prlcoo tor tho 
transpor.tatlon-relttod services should be uubiiJhed I! 
possible. but If not. methodoloqles Cor rouonably tllocatlnq 
costs should be SUIJIJeJtecl; a ncl (l) cost-o C- serv{ce 
methoclolo<,Jies ahould be avoided. IC poa•lble 

PROPOSED STIPULATION ACpttHENT 

In accordance with our d i rections •t our Septembe r 6. 1988 
A9e nda ConCerence. our StaCC. the OCCico o C Public Counsel a nd 
Tf:CO met t o dlscuu tho mathods by which market prlclnv c:ould 
be a doptee! Cor tho actlllatecl coal a nd coal tranapor tHl.D n 
transactions between TECO and Ita atc lll ates . As o res ult ot 
numerous ancl lenqthy ne<,Jotlatlona. tho parties hove a rrived at 
a Stipulation (Attachment A to c:hla Order ) which • they have 
submitted !or our a pproval. 

Accord!n9 to the Stipulation. Tf:CO shal l be Cree t o 
noqotlate Its contracts "lth Its aCC!l\a t es In a ny manner It 
de Prns to be Ca lr a nd reuonable. TECO aqrees to prudently 
ac:lmlnlster the provisions oC Ita .cont u cts. furthermore. TECO 
a<,Jrees t o report to the Commi ss ion t ho a ctual transtor prices 
paid by It to Its aHII\ates under the contracts In tho normal 
course oC the Cuel adjus t me n t proc eec:l lnqs. 

With respect to Cati ! CC Cool Company. t ho Stipula tion 
provides ~ benchaa rk Cor ro9uhtory review o! the coal 
purchased by TCCO trono Ca :HCC by utllhln9 a n Initial rurke t 
prlco Cor TECO"s tra nsactions with Ca tiiCC ot Sl9.CC/ton r .O. B. 
Hlne. aa of December ll. 1987. For purposes or requlatory 
revlo..,. this bue prlco will bo esc ala t ed or de-oacaluated by 
the •nnual percenta<,Je char.9o In BOH Di str ict 8 Data Cor Coal 
Shlp!)j!nts as reported on Form (lJ Cor the wel9hted aveu9e 
price pee r..olllon BTU of contract transactions (eacludln9 all 
spot transactions). which ~•t TECO" s Ca nnon St at ion 
speciff.c.ations foe he l t content. aultur content .. ••h conte nt. 
a nd content a nd pou nc:ls sultur dioldde por million BTU. An 
eur>plo o! t ho benchmork roarkot price a nc:l c a lc .. lation I• sho..,n 
on Attochment 1 to the Stipu lation, u well u tho Cannon 
Station coal speciCicatlons. 

l.s described In Para<,Jraph 7 or the Stipulation. a ) \ zone 
oC reasonableness will be established a round the adjusted 
market price (9r p~rposcs ot revu latory review. Ttco·s a ctua l 
transfer price paid to Catll ct , based upo" tho total a veraqe 
price oC Catli!C proc:luce cl coal a nc:l cool purchosec:l a nc:l resold aa 
Coti iCC coo l. would be the cost ollowed Cor recovery throu9 h 
TECO" • fuel adj u stment c louao a o lonv u the trona fer price 
Cell within the described c one of rea& ona blenesa. I( tho 
• ctua l tronsCor price eacoedod th .. colllnq of tho ~\ aone oC 
reasonableness. th• excess would be dlaallo~ed for recovery 
unless TECO a dequate ly justltl od tho reuonobleness a nd 
pruc:lonce o r the eaceas. (See Apponc:llx 1 to the Stlp11l1tion). 
It the a ctuol transfer price Cell below the tloor of the ~\ 
&one o ! reuonableneas. TECO would recover throuqh Its Cue! 
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Pursuant to the StiptJI•t lon. tho p•rt ,., ac;road th•t the record In tills procud inq Indicated that tne prIces cu: rent ly p a id by TtCO to TtCO Tr•n s port a nd Trade a re reaaonobl e . Notwlthstondlnq this . TtCO aqrees to the eltabllshment oC a benchrurk pr ice toe coa l transportat ion service• to be u sed proJptctlvtly Cor rtQuhtory revi ew purpous . Whlle TE:CO otated : hat It will execute I ts new contr acts With TI:CO Tran sport and Trade at approxlmatt.ely the cu rrent!)• ex l s tlno rates, whlch ace leta thtn curre nt call rates bet"'een the same points. the reasonableness o f It s a ctual tcanstec p rice tor a ll of the tran5portatlon ancS transpoc tat lon-rela: ed se cvicea from mine to qeneratlno plant woulc1 be compred to • r o al transpor tat ion benchr .. rk price. A~ s hown on Attachn>e nt l to the Stipulation. the tran sport ation benchma rk would be calculated by av eraq lno the two lowes t comporable publicly-ava ilable. call ratu On cents per ton - mile) t or cba l to other utilities In F l orida a nd then mul tl p lylno that a veraoe tlmea the averaoe ca l l elles fro"' all of Ttco·s coal s ources t o TI:CO"s oeneratlno planta. The product would then ha ve add e d t o it the costs ot privately- owned ca ll c uo on a per ton. per tri p buts. The total wou ld !be the coal transportation bencho.ork price. The ac t u a l t ranapoctatlon tanster pric e paid by TtCO t o TtCO Tranapo rt and Trade. pursuant t o Ita contracts. would be recoverable throuqh t h e fuel od juatcr.ent cl a u u . as lono as I t wu equal to or less than t he benchmark price . Any exc ess above the benchmork would be dl oa llo.,e <l tor cost recovery unlesa justlt l e<l by TtCO. 

Pursuant t o Its teua. the Stipulation "ould be et!ectlve upon Co<m~luion a pproval. •hlch .... prov i ded H our October lB. 1988 Aq e nd o Conterence. 

In hl a letter t or.,ar<l lnq t he Stipulation. counsel to TtCO represen ted that he h a<l aupp lled counse l to the Florida !ndustrlol Power Usera Croup ( fi P\.IC) (the only other p o tty t o tho proceed lnQI wl tll a copy of tho Stipu lation and had been ad v!,.ed that FIPUC h ad no Ob)ectlon t o the Co=!o slon• s tlno l actlon on it. 

We believe "that the proposed St!pulotlon meeta our policy vuldonce and Ia In the public ln~e r eat a nd s ho l I. the rc!ore. ap prove lt. erle tly. witt> respecc t o the coa l. the Initi al price II conal ttent "lth witness Pyrdo l· s modl!led mOithodo l oq y !or vlntoqlnq the 1981 co•t determined by the [~~ry Ayer• stu~)". l.l ke., lse . the Initi al price Is conalstent with tne price TECO hu recently been paylnv for t hla coa l . a price no party has aouqht d isallowa nces for . 

The lnl tlo l coa ' bencheark pr ice "Ill be eac alated or ~e-eac a l a ted by the avecaqe annual perc e nta9• chan9• in 1 11r9o number o C contr•ct coal transaetlons tot coa l mlned in the same BOM Di st ric t aa the Catlltt coal. Onl y thoae contt ac ta thH mte t or exceed Ttco· a Ca nnon Station quali ty spec1C1cat lons wl I I be included . These facto u. coupled with t ho tact that many o! these contract& wore execu ced at ap prox im1tely the aa me time u the Catl!tf controc t . 90 • lonv woy t owarda f ulfllllnv the vool o f repllcat lno a c-parable cool for •nrket pr lcin ., purposes. We ore confident that the cha noe• Indica t e d by thl o 
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l•c9• 9ro"'p o! contc•cts will •doqu At e ly rett•ct ctunqes 1n the 
·~arket. · 

II one considers tho objective oC co al transportation 
aecvicos to be the rnovernont ot the C04 1 !rom the min e t. o the 
vaneratlnq plant, then rail sorvlco and t he t otal "HorbOrno 
system u e no t on l y co.,puablo, but compHitl•e to • larva 
Cl eQrto , u we ll. We believe ~•lnv tile t•ertqe ot tne two 
lowest publicly a vailable uil rates tor coal be lnq shipped to 
Florida wlll provide a rouona blo market price Indication oC 
the value balnv provided by TECO's a tllllate vaterborne system. 

ln view ot t he Above. lt ls 

ORDERED by the Florida Publ i c Service Co~lsslon that 
"'arket-ba sed p r lcln9 l or a lllll a t• f uel a nd Cuol transpo rtation 
s e rvlces sh a ll be uaed for the purposes of fuel cost recovery 
where • ma rke t t or t he pro duct or service i s reasonably 
a v a ilable. It Is f urther •· 

ORDtRCD that the S~lpul a tlon (Attac~~ent A) ol tho parties 
to t hi s doc ke t d eta lllnv lllethodolovlos Cor c a lculatln9 market 
prices Co r Ca tllfC co a l a nd the coa l transport at ion services 01 

TECO Transport a nd Tra de Corpor a tion Ia a pproved. 

By ORDER o ( tht 
thl• lOth da y O( 

(St:;.L) 

~BT 

rlor Ida 
NOVpsit! 

Public Service 
1980 

COIMIIUI On. 

STEV£ TRIBBLE, Director 
Div is ion o f Recorda a nd Ropo r t lnQ 

ICIZ . ~ h.,.__)-
by. Ch f. Burcou of Rttoros 

~OTIC£ Of FU~THCR PROCttD!HCS 9~ JUP!CIAW 8&YIEW 

The florida Public: Service Commiss ion Ia required b/ 
1\ectlon l20.~9(q, florldo Statutoa . to notiCy parties oC an y 
admini strative hearlnq or judici a l review ot CoiMII ul on order• 
that Ia ovallable under Section• uo.n oc llO.U , florida 
St ltutea. as uell u the p coeed~ r u anc! t 1111 lln~l tJ thll 
a pply. This notlre should not be construed to ~ean al l 
requests Cor an adllllnlst ra tlve headnq or judlc:l a l review will 
be vrantad or result In the relleC aouvht. 

Any party adversely a ftec:ted by the CoeAiaalon'a fi nal 
a ction In this ,...tter r .. y roquut: I) rec onalderatlon of the 
declalon by tlllnQ a NOtion for reconsideration with the 
Director, Division of lle c:orda a nd Reportlno "I thin flttee " ( 1~1 
Ca ys o ( the I nua nce ol thla order In the t or"' proscrIbed by 
Rule 2~-22.060,. rlorld,a 1\dmlnhtratlvo coce: or l) juCidal 
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re vlev by \.he r l orld• $u ptcme court tn th~ c•se o ! • n elect: :c. c;u or t elephone utility or the rlrst olnrlct Court o r A;>;>~•l In the c u e of • "Her or IC"Ct u t ility by Cillnq • notice of a ppea l wit h the Olrector. Ol v lalon of Recorda 1 nd Re po rtlnc; •nd Cllln9 1 cop)• of the notice of oppeo l ond the tltlnq fee "lth t he I Ppropcl ote court. Tnh Cl l lnq muat be completed within thl rty (30 } d • ya o Ct e t t he luu once o f thl a order, pursuont to Rul e 9.110. P' lorid l Rules of Appel hte Proce dure. The not Ice oC l ppeo l llluat be In t he Corm specitle d In Rule 9.900(a). Florldo Rules oC Appelllte Procedure . 
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BEfO~E IHE FLORI~ PUBLIC StRYICE C~I~SIO~ 

In re : lnvolll, allon lnlo Afflll alod ) 
Co •t·Pi u~ Fuel Supply Ro lal lonshlps )~ 
ot T1t~1 Eltctrlc Coa~A ny 

OOCKET NO. 87000l•EI·A 
Subolttod for f llln~ 10/1)/0~ 

L At. th t C~hlton•' Agt nd a Cof\f t rt ftCt on St~ t.ttQtr 6. 1911. tht 

c~······ rovl owtd tho afflll al od co•~·plu• fut l ··~~ly rt l allonl hlp• 

be t~trn Ta•pa Eloctrlc Coapany ( "Toapa Eloclrlc") and l l ' aff lll a t t t. 

Gatliff Coal Coap1ny ("Gat li ff" ) 1nd TECO Tronsport and l radt ("Ill"), ond 

dttonolnrd t hat co n ·plu t pr lclnll •hould b t repl aced ~hh oaar~tl pricing 

for fur l •upply rolatlon$hlps of T1apa Electric vh r rovor POlllhl o. 

Pu!>llc Coun u l ("~C") and Taa,,. Elec tr ic h a ve .. t to dhcuu lht attt.odt 

by vhlch Dl r~tt prlcln; can bt 1dopttd for tht afflli Htd cn•l • •d enol 

• rtttrlt o f thtu ~hcvu fon l . Su ff , OPC uHt T t ~-.a (hctdr apr f' t ., 

folio'" ' 

l . PvbHc Counul and ~utt • grct t ha t t.ht \: • cUte c'Jnt.r • ct 

forut. lnc1UdiA9 t.ht prtclng lndtc c• wi'\lch Taapa El t ctdc a.y 111cl~ t '" 

h \ COQltiC.tl vhh h\ a trllhtt\, a rt ""'" 1vt"-Jtr.t to thfJ ~rocttdlnq • nd 

Taapl Ehcc.,.tc ••Y ntfl)t iU.t tu contra<') wt~t<t h) ~ t(ttl a t•' In ~"r 

Taepa EltC\r'IC •9"'' \o 
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C•tllff Co&l Coa• ••x 

PAGE .!.0. ... 0~ .. ~t. 

S. ln order t o provldt' a btnclw~,.l. for rt:iuluory rtYhw of tht 

coal purchHtd by T&apa Ehc tr1c fro:> CH IItl, Staff , Public Counul ••d 
Ta~a Electric 19rtt that t h• lftl llal Market prfc t to bt uttd for co~)u~tn; 
tht rtgu\.atory benc:hlaarl for h •;pa Ehctr1t'l tranuc ltOftS wl \,h GttHff 
t~ould b4 $l9 . t(/Too F03 Hlot •• of Oec e~r 31, 1987. 

6. For purposts of ! t;uhtory rt v~tv, thh b t u pdc t tho~o~ld bt 
esc,.ht.tdl'dt-escahttd bt "• •a r\.tt bJud ll\du d t scdbt d '" Au.tcN!tM. I lo 
thlt Stlp~l a tlon. 

7. For purposes o! rt~uhtory rtvlev. tht btnchNr\ t"dC t s h &l 1 br 
a band of S% •round the t djustcd prlct dtttr$lntd a s dt tcrl bt ~ tn p• rav r • ph 
6. Tht result • of this c a lcult~lon vlll be a polt t ~ ' ' fo11o~s : 

a . The btncM.,r\ prlct w\ 11 bt uu d t o twa lvllt !.ht aver at;t 
purChased [price of coal lrOta Catlltf . 

b . Pdcts pa id .tbovt tht btnc'\Nr\. ~ou1d bt (1tu11owtd lor 

cost rtcov•ry, Vftltl$ Ju t ttfttd by l••~• Electric . 

c . An taUt~l t .,ppltc•t ton of thl\ ~tthodolo9t ' ' shown In 
AtU Ch.nent 2 to thlt Stfpuht ton thhd "PubHc Counn''' K.\r._,~t Prlct .. 
Ap; liC H ion." 

1.8 
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8 . Tht oar tlts agrtt t h.a t t h e record In thl!. proc tedtn9 Ct~dtc • t e s 

t hat t ht prl cts curre" tly pa id by Ta~~a El ect r ic to TTT • r• rt a s ona~l c . 

9. Tl c.pa Electrt c, how.•t r, · ~r••• t o tht csublt \ MII•t of .a 

10. Tht coa l t r .an l po r u lton b t ftchaa r\. pdc t v t 11 b t tht ' "'"9' of 

t ht tvo lovtu. coa.;arab h publicly a va tl t~bl t r a t\ r a t tl f or co a l to oth'r 

utlllt l u In Florida . Tllh ra il ratt v tll bt stated on a uns/ton-.,lh 

b t\ h re prt H n!tng tht c oc;pa r ab h t.o t t l tltlfl tn U ( Lt . • fU 1n\.t na nc t, tr a in 

s h:t . dhu nct . owntr·shtp, t tc . ) tor trantpor u tton. 

per t on· 11lle Dult lplled by t he average ra il all u froa a ll coa l sourc u to 

Ta.e;2a Eltctrtc' s power pla nt s yhlds a prtc t ptr t ora of t.r· .aftt.porutton . 

Tht result v \11 bt toat tht •btnc~rl pr1c t • a s thown on Att ac~t~t l . 

1. The btnc~rl prtct wi ll bt vstd to t v• lu a t~ ~ •t t r 

tr .ant. porta tton of coa l s trvlct~ provldt d by Tll ; o l aopa (l ~ctrlc . 

b. Tht prlct pi ld for Wl\,t r lr anu >or:.u .lon o f co • l by r.,,, 
Ehctrlc Jbovr tht btncMatl pdct "ould br dlullowtd for Co$=. recovery 

unl • •• Justifi ed by TaDpa El tc~rlc . 

1L lht a pprov a l or t his Sttpulu.lon will C0111pht t 1)' rc , olvt I ll o f 

tht lllUtl pending \n thi s ~ttcr. 

12. Till> Stlpula \ lon I s b• >ed on th t unlqut factua l ctrcu•s\anct > of 

lMs c • u • nd du ll havt no prt Ct d t n\1 • 1 va lut '" p roc t tdlt19\ lnvolvlng 

olht r u=.Uhh• btfort t hh Co..h:.lon . Tht par«.h l to thr Stlpvhtlon 
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rtUr'"t tht right to anen. dt tftrtnt po sh ton\ on any of tl\t ,..,utn 
c on u lntd in thh Stlpuhtton If lht St lpuhtlon h no t. -ccc; tt·d br the 
Cor,...h s lon. 

13. lht p.arths htrtlO shaJl not unt hura11y rtCOMttfld or suppor! 
t.ht -.odHic .u .ton. of this St.lputu.to" or dhtoU"9~" tu accc purc t by tht 

\ ( . lht parties hereto shall not rtQutst rt co~siGtra tton or or 
I PP•• l th• order vhlch &ppro••• t hll Sti pul ation. 

lS. Th~ parties urgt that th1 Co~ t ss ton t t lt fin al 19 t ncy action Jl 
t ho •arll tll POIIIbl • Agenda Conftr•nc• approving thll Stlpul&tlon . 

16. Thi s S~ tpul u.ton .. shall bt t fftctlvt upon Co-..ht-\on approv t 1 

whol t or in part. lht parthl ag ret lhat this Sttpuh tl or~ Is void unle u 
othtrwht r•ttfhd by tht parti es . a r:i th-a t. ta ct\ p arty uy pursue Its 

.... .17. Vhllt Surf for tn u rna 1 rtUOfU prth r \ \ C ''S"HY to 

I CI;tro..-a1 of tht St.tpuh&.lon. &.ht Ehttdc 1nd c,, ft\CS l r ;al Stttf of tht 
Florid& Public Strvlet 

I IDUltl ntOU I Iy vlth lht llgnlng ; ~H gl~ rn Ill &pprov&l of thl lptclf lc 
'"'Siu•s:• conutned htrttn: and h.as COG"ltUtd t o \ ut):lll H\ r t co-.atn<l• tton 
riQUIItln~ &pprov&l or lh l • Stlpulotlon by lht Coaol••lon, ond ho\ 
co~ft.tt d no\ \o unt1 .a &.t r • 11y rtt~tnd or surCior&. tht .ndtftcAtlon ~( thl\ 
St.ipul • tton or dl•coura91 1\s I CC 4p\ l ntt by th~ (~t •s lon , 
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DATED th i s llth d&y of Octobtr. 1,81. 

~~Public Coun•tl 
624 Ful le r ll& rron Building 
202 Blount Slrttl 
T•l l•h• ••••. Florid• j2JOI 
(90() 488-9330 

G
/. LLIS 
lc tlcllu lltn. tlcCthn. 
arothtrs and Proctor 
t orrtce Bo• 391 

T• ll l hltltt. Florida 32301 
(50<) ZZ4-911S 

IIILLINI H. C.t.HTREll 
VIce Prttldtnl- Aovu l atory 
Taap o Electric Co•pany 
Po• ~ Olffct Boa Ill 
Taapa. florid• 33601 
(813) 228-(332 

21. 
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A17AClll\l:llT A 

TAXPA ElECTRIC COMPAHT 
00CI((l 1<0. 110001•[1-A 

EIW<PlE 8 El4CHIWIK KAAKE'l BASED COAL CAlCULATI OH 

lht but price of U 9, t< u of Otctelltr 31, 1987 th oll bt odJuntd by t h t onnuol PtrCt nt1 9t chontt In BOll Oh v tct 8 Ouo for Cc ol Ship"' "'' u rt port t d on to,.. CZ) for t ht wt t ~httd t vt r• t t p,rlct p,t r " ''''o" 61V of con t ract t ranu c tfotu ( t ac1vdt n, a ll u >ot tr U'I U t l lotH ) ..,htch •••t 1 • "'~' Electrtc't Gannon Statton sot cC tc att on s (Hol t <) for hta t content. tul fyr content. ath COft l«nl ard pouftdt sul fvr d tc . tdt otr a lllton BTU . 
Eu oplt : 

" . . -· 
l 9. <c (llott I) 

(Hott Z) • StO. IO 

Rt vhtd aenchaorl t O. IO • LOS (Nott 3) • StZ.II 

Hypothttl col lndt • volut for 1988 . 

Actua l Ind .. vo lut for 1981 

11 

Spectf tc ot lon s •• follov>: 

He ot Cont ent - ll ,SOO BTU/Ib alnt..-Sul fur Content • J. S: ., , ,~ 
Ath Content 9 , 0:: • • • leu-
Sulfur Olos ldt • Z , 0 pound > per a lii ton BTU .ur ,_ 
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PUSL!C CQ~NS~~·s ~¢~Ktj 

P~ !Ct kPP~!C~710~ 

--C•~ l lf! ~o&l pur~~ascd 1 

!'0!1 =Inc 

Tons ?"~chase' 

To :a 1 cos : 

S<S/~on 

500 , 000 

.. sn.soo.ooo 

H 0/~0:1 

- -Cos: ~c:ovc~•' :h~ou;h fut l cla~sc 

SI O/:on x 500 ,000 • 520,000 , 000 

--Cos: ' ! sallowed ~ccovc:~ 

~o.ooo.ooo - s22.soo .ooo • s2.~oo.oco · 

PAGE .. Z::3.. OF .V,f ... 

! . 7~~. vo~lt !~c~~~f :~t : c;al av~:a;t ?~!: e c! G&:: !!! 

?~oc~c~~ ~oal en~ coa l ~~~=~est~ ·~~ :t~ol~ t• C•:~! !! c~a~. 
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ATTACHKtST •• 

TAKPA ElECTRIC COKPAHY 
DOCK(T ~~ . 870001·(1-A 

Eti-'1Pl£ 8El!OO!A!J\ T!WISPQ!TAT 101! CAL(U!,).l!Q!I 

Avor ago ~a ll Kllo1 91 to Taapa 
• Avort ; t of lovt l\ Two Publltly·Ava llobl t Fl ori da Rail Rat ol 

• Tra ~ sportat lon 8tnc~tr~ 

9H """ 
(tlott I)·· 

~ C/ton·all t (N0\0 l) 

(Nott l) 

Vo lgh~td ••• r• v• 
El t ctrtc to plants . 

ra il •l h1 rroo 11l coa l sourct s fc.tr Thl a Ia t&Pitlt d \O bo 971 eliot for 1919. 
ll ~ Ct na por \on·• I h 

co al t.ranspor u t.ton 
l 'f't l labh r• tl r t t tt 
baa l l for 1981 oro •• 

for pvbllt ly avt ll abl t florld o ullll ly ra il ru .tt . Fo ,. tuapl t . tht curr,nt pvbl tc ly to Flortda utilhhs on • Ct ft\\ per ton •"" follow>: 

}I 

J(A 
Or h ndo 
la~olond 
Galnu vlllt 

•Av orovo of l~l\ Two 

Caltulllod by auh lplylng ue~a9t florid a ro l l coal aor~u con (c .. ll cons of prtvaul y ·ChoMt d rt l I c era . to l u •p• El t ctrtc• • vt Cf hU d a v t r"' l 9 t t 11 1 • •~• (l t ctrlc coal tourct s . 

I. 9Z .. 
Z.Ol c • 
Z. lO c 
2 . <~ c 

I 98 c 

rt l 1 •• l u t t to Ta•p• bt 
pe r ton·•th). tht n t dcUns tht thlt b•nc~. ,.~ wtll bt coap art d 
wt t.t r tra tu~oru&.ton coH fro-

24 
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ru:,_c T11C rt.O..tu.A t"U•t.t c :.cav&cc C'OHHU-'tOW 

hOCiln' UO. UOOO I • CI 
tn • • • '"•l • tw.t ..,.~c.'h••W roow•~ 
CO• l .. ~ow•ry Cl• w•• •ftd 

Cen•ra llnq P•rto~- I'M.·• ltt('rnt ' " '" 
r • ctor. 

Ott~•.:• uo. r:.C'• 't t•ou t·ror 11 
,o;.,..,,-n. ,.,,, '''' 

tt•• rot IO!ol' lt"'l CQ*:J~'' " '•"«"'"~ ,_..,,' ,.,.,,_,,, •• ,,.. ,,..,. "'"'',..,,, , .... • • 

t b h ... u.r: 

., ,.r n .. u::;sru.es 

tltOKAS " nr• •.o 
'U""-"' r . ~t..Akll 

.J , Tl. ... , nu.sou 

• • ~rt ot thla e-..halon•• e:oftt.lnutnq tuo1 co•' r eco ver·r, 

o il N cllou.t C.."Otll r.co••rr. c:.,p.u11 t y c:ow.t r ecowefy . ~~•rwA L lou 

c.osl r•~•-• ry. • Nl pwtc.lla • ...J q•• eo..t. tM.'!U• or; ,1"\M:.e~ i ~~~o..t• . 

~art,..• •r-• bo h1 ' " r.wy,ery a.lld ,.......t ot e..ca ,. ... r . .,....r•..attt Lu 

..otic:. , • ..,..,,""» f!f.-a h o 1tl ln ""' • Cklcll•t a.-J ht Dodae\8 Nv. 

' )OOIJ• EC • r.l t )OOO) ·C\1 on r4bt'wor·'( 11 , lt'f). ~- ul iHl . vs 

a W.Illod t .. tl-on:o and n ttlblta In • ur .. t O( lb•lr p t opo• .....J lwt~t 

• ct·jua t .. nc t r vo•up •-*""•· tv• l w at a ·orr r.c t.o ro, CJ•••ut11"'9 

,..,., • ..,.fiiC:O 1.-c .. t.l• • h cto.-a . oll ... ~ .. t tt'\H•Wft ...... , •• 

C•P""ltr co.t. ro~ry tuto·n oJlllil r•lat.a4 1 ... ~. 

P\•al Ad1ua t a cnt ftctpn 

"• find t.Mt. ,.__. opproprto u tlael rv.t edj•~-t 

a..ow.f't • tor t h • o.aou,.,. ror Ut• ,.rtod Aprll, n•J 

C•ptea.btr, U t l: • r ·• •• tol tove : 

txi 

Ul.L 

r&ca 

$1), 161.211 Und•rr.eov• ry . 

$1l,St S. ,,1 ufllder~.co••rr · 

Sl?o, ,,., unde r recowvr'f . (Hoft h nn• J 

Slt,tU O.enoco••r"Y· (ternalldlna o.•c.h) 

tr......., 
throvoh 

OMUO UO . ,..K · 'Il·Ot t ) -rOY• ll 

UOCICft' NO ' l OOOI·C. ,.M:, J 

ov~ra 

1{1:!11 

St. nJ. tl' u,.,.,,.~'-"• ,.. ., 

1 l , t.l, , t 'tr ltnol-' tf'•CO•OI''f 

Tho •~t l .. t~ •~• • dSw• t .-Kt tr .. -vp •~t• lwr ll~ ~~rlod 

OC'\ ota.l', '""I Cl'ln,•lfllo ,...,.,~h. l't.) ,. ,., "' '" I•U tow• • 

f N:t 

ll'LL 

rrJ/10 t 

S\l~t.J 

Utot 

1•1~.l'u, u ..... , , tH;owvty • 

SlO.ct~.O tl UnJ•rrec•••rr 

, .... ou .,.,.rr cco ... r., . u~ ............... , 
$) . 111 U.Werr•..:""'""Y· U•I"~MNI,,.... u" .. ._", 

11. ,, .. . ••1 ""•'"''' ~v••ry. 

S tt l , tJ C ovorrec.ov• rr . 

n,. t o t .. & \tu ... .,. .. , a-.o.mla tv be .... u.c t N lhtdt"'J th"' I·"" io.J 

4tH II. l 'fYJ Uu~ ... WVlcabor, tt') ••• . ,. h~ll"""' • 

""' ULI 

rtYCI 

QJIJ.fl 

U WI 

Sl t ,6li, Ct l Un4•rrecovcr'( . 

tn. t•n.&.J'\ Uttllotre<Vwttt '( . 

$lU,MI UfldU't"!K'O¥e ry. ( ... ri a~) 

~1 4 0 100 0v•~ntt."UW"r'Y • (t••rf'toii..Sit .. b••~'tl) 

Sl.'JJ,Oil U~ut tet.~~•ry . 

s ,., . ,.~., ~••reeo.•~r 

rtn.,.tly. th• ,., . ._,,.or, I•L • J•w•llu'-' t~••l co•t re~'Ovor'( tac loa li 

( OI' lh• p.da..t Altf"lt . U,l lht'OU4jh S•plc..U.r. U'l •to aa t QUOVel 

as:.& z. na ee.At..a p41r '"... S t•.ncl.ar4 r•lu• 
l .le l cel'lte p4r 'iWh - TOU o.-h•k nt•• • 
a . 1~4 c:ente P•r kllh • TOU Ot t ·r••lll r a t••• 

•n•tore lltM lo•.a a.Sj~o~at .. nt .. )! ::!!Si!'S-t~l'll 
or-x ... ~ n ~ 
1'0"'~'1":; -= Q - ~c. -. .. · - > 1'1 -o z e ~ ...... 

; ~~ a ~~ 
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The to11owlng l oo ueo ware :aloed In t hl o p r oeeedlnG•l 

1. ~~other t ho Coaaloolon ohoul~ require t hat ell cc•panv 
Inventory pollcleo be oupporte~ and juotl tled tO the Conml oo lcn'ft 
aatiataetion by a coepreh enatve and ay ete•atie inv•nto r y a tudy7 

2. Whether or not a g ener ic invento ry policy ahould.be 
adopted by the Coaaloolon o n a otandby boola end be app l i ed by the 
Co•alaaton for rateaatcl nCJ pur·po••• tn caa ea vhare • utility ~a ll • 
t o ·juotUy an altarnat lve inventory policy? 

3. Wh ether t uel oi l that canno t be burned t o r 91 nerat ion 
ahould ~ maintained in i n ventory a nd . 1! not. hov ahoul~ it be 
ta~an o !f tho boo~o. 

4. Whether ~ar coala th,t are nonre coverable t o r np e ratin9 
pu~po••• ahould reaain a coopone nt o ! coa l inventory? 

. 5. 
Acc:ount 
uaed to 

When ahould a tranafer o f nonrecoverabl e baae coal to 
312 b e effec t uated a nd what rateaa~in9 t r eat• an t ahoul~ 
raco;ni &a the tranofer? 

6. Should tho Coat~iooion o~opt • p• c ltlc ot a nd o r~ o f or new 
long-t.era f uel co·nt ract a? 

b ft • 

7. What, it any, ehould be tho Co=•laalon • t endar~• for n ew 
lonv-terD tuel contract a? 

8. Shoul~ coapllance wi th Coea l oo lor. otandardo be a 
prerequla lte to recovery o f nov long-ter• tue l contrect eoet•? 

9. Whether afflllot•• a nd ouba ldiarleo of u tll l t i •• o r 
utility hol~lng coapanl•• anqa9ed In procuro:ent o ! f uel or 
oorvic eo f e r o utility • hould bo require~ t o conduct ouc~ 
ae t tvittee under the •••• a tan~ard •• • uti l ity would b• r•quir•~ 
t o aaet ha~ it pu rchaaed the •••• fuel o r aervi~•· 

10. Whe the r the Coaaloo lon ohould r equ>re t hat a ll utllltl eo 
Cila a eonthly repor~ d•t•ili~ a ll pureh• • •• o ! f u al. 
tron oporta tion and/or f ua1 hon4llng oervl c eo •• propeoed by ota !! . 

11. Whet~er t h e propooed aont hly toportinq fo rao ohould bo 
accorded • peciflad confidentia l t reate e nt. 

12. Whe ther tho Co•a taelon ahou l d change the operation of t he 
c lauae t o place a juriad!ctional l!•ttetlon on the review ot 
pr~denc a rather than treat prudence at the an4 o f eaoh a t x aonth 
poriod a nd explicitly aake revenue• oubject t o refunrt. 

1 3.. What ia the Coaaiaa lon' • curre nt powe r t o ra·1t aw 
expand 1turaa durJng prio r true-up parloda? 

14. What 11 the p rope r 1•9•1 procedure ! or t h e Coaa1 a2ion t o 
adopt a conaerva tion r•~•rd/penalty aethodol~y a nd to qrant • 
reward or l=po•• a penalty? 

1 5. Would t h o Co••iaalon ~ eny duo prooeaa it i t w•r• t o orant 
conaa rvet ion reward• or i•po•• conee~vatlon panaltl ea durinq the 
June t rue•up h earin9a. 

lTh••• i a1uea were conalnqlo4 with other laauaa in th• 
Prahearin9 Order (Order No. 119991 a n~ are not nu•b•r~ the •••• 
• • Jn that orde r. 
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1 6. Whether coeto to b e r ecovo r ed by rPL ohould be c o lcul o t o~ 
uolnq t h o o rlqlno l o r tho curren ~ verolon o f th• rul e. (Thlo 
l ooue l o b e lnq p reocr ved pen~lnq app~a l by Public Coun oell 

17. · Are ne t aav1n9 • to~ c a lcula t ed on a ~onthlv o r a l a 
aont h bao l o? (Th l o l aaue Ia balnq pr•oerved p endlnq a peti tion 
f or reconolderat lon by Public Counoell7 

Of t h e a• aeve ntee n t aa ue a , the t tra t t we lve invo lve ~ueattona 
o ! fac t a n4 policy. wh i le the l ea l f ive Invo lve queo tl ono o ! l ew. 

Plndino• o f Fact 

ru~l Inve nt o ry Po l lcleo ( looueo I ond l) 

l n rec e n t rate caeea we have rev i ew•~ t he inve ntory pollct e e 
o t each o t t h e f ou r larg e q e nera tlnq ut tlttl ea •• pa rt o ! our 
e nalyola o f worklnq cop !tal requtro .. nto. Eoch ut Ill ty • a 
Inventory policy eftec to the leve l or fu e l h e ld In Inventory, 
which ef!ecta In tu r n t h e ut l l lty' a wo rk l nq c oplta l r equlr1ae nt o 
un~er t h e ba l a nce ahe• t a pproach. ln each c aae we encounte r ed 
dl tflcultlaa I n ana ly&lnq each coapanv' a policy an~ In Orde r No , 
11498 a nd wa f ound tha t Gul! Po~er Coapa n y • a tnve~torv poltcv waa 
not 1uet ltled. 

The ot aft h ao propoeed tha t we r equi re each utll l tv to eupport 
a nd 'uotl f y Ita Inventory policy by a coapreh e nol ve o n~ ov a t e~at lc 
a tud y . Th e etaff a nvi 1ton• a p r ne • •dlnq aep a r o t e f ro~ • r a t e c a1e 
wh erein we wou l d ce v l•w t h e r e1 u l t 1 o t •ach u t lllty" e •tu~v •n~ 
r ul e on thl r•a•oneble r.eaa o t i ta inventory p o lley. rP~ an~ rPC 
&9 t•• tha t f u r the r atudy o t tnvent o r v pollci •• l • a ppr o9 r l at e . 
TECO a nd Gul f, however. a.a tn tain t h a t a ny revle•t of lnvent.:)rv 
po l icy ohou l d fa ll wi thin a ra t e caoe . 

"• • 4free t h.. t ~urtt etudy of fuel \nvent.ory O')l t cle a t e 
need~. Howev er , we w not o r 4e r • F•'lal a tud! e a to ~~ 
p erfor• ecS f o r appro va l 1epara t e t roa r at e c:a•••· Xt1e t•ad . we 
~xpect each utili ty t o f u l ly docuaont Ito Inve n to ry pollcv In Ito 
n ext r ate caae. 

Tho ot a f ! hao propoood a " 9 onor1~· f ua l Inventory pollc v to ~. 
epplled In o r a t a cae• I! o utl llty Cell a to fully j uot lfv It a own 
policy. Tho e t o t t ' a propoood pol icy l o eo tollowo o 

1 . Heavy 011 
unavailabl e oil. 

4 5 d a yo p~o,ectod burn pluo no r aollv 

2. Ll9ht Oil - 30 d oy e turn et tho ll9hoa t avo ro qo •o~thly 
rat e dur~n9 the aoe t curre nt a nd t lve y e ar p e riod plu1 no:aa llv 
unovollebla o i l. 

l. Coa l - 90 4•Y• projoet t d ~rn plva ~., eoal volu•• • · 

~1 1 o t her p a r t l ea objected to tho adopt ion o r a qeno rl~ 
pol i cy. Each ut ility p ropooed that wo r e ly on the record ot each 
cuo t o ldant lty t h o p roper Inventory level I f t ho utili tv' o 
policy l o not jue t lf l od. Public Counool oleo profer~od • 
c aae-by-caae a na lya t a . 

lf a utility fallo to juotl (y Ito own Inventor y pollcv In a 
ra t e proce e4tnv t he Coaataa l on a~ould h a ve a 9 e ne r tc policv 
• v• il • ble tn orde r to ev• lua t e t~e reaaonable n••• o t t h • d o l la r 
a.oun t o f I nve ntory r e que e t e d tn ~r~lnq c api ta l. Th• 9 e ne ric 
pollcy will not be u oed autoaa tlcally In the • • • nt tha t tho 
utll lly' a pol i cy t a not juatl f t • d• rather . we wi l l at rlve to 
4 e t e ralne an optlau~ policy f ro• the e videnc e pre1ente~ tn the 
ra t e c aae . I f we c a nnot cSe ter~tne a n opti • u• policy f ro~ th e 
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record~ we wou l d ha ve th e option o t ue lnq t he qenerl~ pollev. or 
tho 9 ener l c policy aodl f l ed by ovJdenco o f rocor~ . In ouch a 
c aee . the ut i lity would be free to d eaon•tra t e tha t the 9 • ne r1c 
policy would not provide accoptab.o Inventory 1ovo1o f o r It o 
cperatlon or tho utility could build a n a l te rnat ive lnvontorv 
booed on tho 91nerlc policy wi t h aodl fl c otlon to Boa t Ita 
operatlonal re qul reae nta. 

The 9 • nerlc policy recoaaend~ by otot t I a not roprooont~ to 
bo tht ao at optlal l polley. Stitt v ltnooa Po •• a t a t ed tha t l t l o 
not poaalble t o c rea t e one 91no r i c Inventory policy which l o 
equa lly !air t o a ll utilltlea . Thle l o duo to t he d l!for e nceo In 
th• ayetea 9 ene ra ttn9 characte rt atlca ot the utllltl ee. Howe ve r, 
a taf t • a propoae4 9 • nar tc policy w'a ahov n to b4 r•• •onabla ~ Hr. 
Po•· · · t ee tlaony. which ahow~ Uti l i t y Inventory l ove l l thrOU9hOUt 
the na tion In r e l a tion t o bu r n l a vela. Althou9h the l evo l a 
apecl f 1ed by a t aff'a g e neric policy are not equa l to t ho na tCona l 
averagao , we t lnd the p r opooed 91nerlc pol i cy to b t r eaoonable. 
We the r efo re adopt t ho ate f t'a p r oPGood 9e ne rlc Inventory pollcv 
! or th• purpo••• ••t f or t h above. 

Nonrocove rabla Oil ( loouo l) 

tach uti l i t y t hat aa lnta lno a n o i l lnventorv hold o a cert a in 
a: ount o t •nonrecoverab le ot t• i n i nve ntory. Yhe point o t 
dl echar9e In a n o il e torag e t a nk i o above t ho botto~. a llowlnq 
wa t e r a nd aediaa nt t o tall be low th e laval fro& which o tl 1• 
puaped~ Nonre cove r able oil rapraea nte the vo l u•• of oil ~•low the 
dl1charge pipe• at t he bottoa o f o il o to rag o t onko. Th l e 
nonrocovarabl o oil t ypically cont a i n• a certai n aaount o f 
nonco~buatlbla otl vhtch auat be proceaaed befo re uae •• fue L 
oil. Zt a l eo conta lnt a c e rta in aaount o f co•buatlble oi l, hu t 
t hi a oil cannot be teaoved f o r uae wi t hou t epacta l equlpftent~ 

The e t of! hod or l9lna l\y propooed tha t ooch corpa ny eotlaot o 
tho ooou~t o! coabuotlble oll Whe n f i lling I to tank• and oxpe noo 
t ha t oil a t t he t he n cu: rent p r ice o f oil . ~o ot of! hao aodl f l e~ 
t hot appr oach a nd now propooeo t ha t t he va luo o f a ll 
nonrecoverable oil below t he di acharqe value h. expe naed a t 
a ve raqe uni t coet at the neat t ue l artju at • •nt true-up an4 
thereaf t e r eape naed af t e r each tank cleantn~ a n4 re t tll at t~• 
t hen pro va! Ung coot. PPL a nd TtCO propo .. to reta in a ll 
nonre coverabla ot l in i nventory and eapenae lt out at t ank 
clea ntnv. Publ ic Counael p ropo••• tha t a ll nonre cove rabl e oll be 
r• noved troa inve ntory an4 b. aaor tl &ed over th e eapected pert~ 
b4tween tank cl eaninva . 

Wo f ind that t ho va luo of all heavy a nd ll9hl oil vh l ch 
noraa lly ro•id eo in t he otorag e t a nko below the noraa l cpo r a tin9 
Intake pipe a nd l o noraally unavai l able ohould bo oapen o~ o t the 
end ot tho nex t f ue l adjuot~ont true-up heorlnq. Thio oi l ohould 
bo oapenaed a t tho avo rog• Ynlt coot of oil r eoldlng in tho Ltn~l 
on the day eape noed, I f • tank 11 oaptlod and r e filled, tho 
nonre coverable otl ahould be eKpe naed when the ~~n~ te ret lll~. 

ln rec e nt rata c aaea nonava tlable oi l ha e been lncl~.d t n 
wor~in9 c apl t e l f o r utlllt t ea and thole uttll t l ea ' ra t e• currently 
a llow • r e covery on t h• l nvee l aent tn tha t nonr ecov•rable oil. It 
that o11 te eape n1ed o ff the uti lity ahould no lonqer re c ei ve a 
re turn on it . The ratore t whe n ••ch ut!ltty calcula t e• the e&pen•• 
o f i t a nonre coverable oil l t ehou l d ll~ ewl •• c a lcula t e the r• venu e 
et!eet o f r eaGv l n9 tha t o il t roa rat• baoe. Tho a~juotaenl to the 
f uel adjuetatn t clauea to eapenae the oil wou l d ref l ec t th t ottae t 
o f th e ra t e ~•• reduction . ~ftar the nonrecove rable ol l ha• ~•n 
e•pe naed throu9h t he f ue l adjuetae nt c l auae t he clauae woul~ 
t herea fte r cef l e ct an adju1toe nc to tec09n l &t the re t e b••• 
reduction until the utlllty ' e ne at rate c ••• · 
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Ea ch coat pllo aalnt a lno~ by a u t ili t y conta ins a certain 
•=ount of "ba1o cool" u1od t o 1u pport tho p i le. Thlo coo l Ia 
noraally low 9 rade coal a nd l e ftOt ezpeeted t o be burn•~ •• par t 
o ! nor~'! utility oporatlono. Eacopt f or TZ:CO. thlo cool I a 
:alnta lnod In Inventory In oplte o f the fact that It I a not 
oapocted to be burned . All portloo ! a•c op t FP~. which u oao no 
coal) have a9raed that ba1o coal ohould be caplta ll <ed lo Account 
312 a nd deprec iated ovor tho lifo o t tho plant. TZ:CO currently 
account o t o r It a b aoe coa l I n thlo ••nnor. Wo tlnd that tho 
proper t l"eataent o f 1 nveat••nt t n baa• coal t 1 t o c apt t a l t t• t t t ·' 
account ) 12 •• pro po aad. No r•a lly, pla nt lt••• a uch •• ba•• coal 
v ould be doproclatod over tho lito of the p lant t o which It 
relatoo. However, ve find that a aho rtor period ot t lvo yearo I• 
~oro a ppropriate t o r t h o daproc latlon of baoo coal. 

The a t aff propo••• t hat we require the tranate r o t b••• coa l 
t o account lll i n the nea t tru e up a nd a llow recove ry o! 
depreciation through t h e fuel ad~uat•ent until each coepa rv• e n ex t 
rata caao. FPC, Cul t and Public Counael propoae that no cha nq e 
occur ~ntil t he next rate caae. We a9r•• wtth rPC, Cult and 
Public Counee l . There ia no ne~ fo r eatrao rdi narv ••••urea !n 
correcting t h o a ccountln9 f o r baa• coal. A delay until each 
c ompany• • nea t rate caae la a ppropriate. 

Com~taalon Standa~da f or New Long Ter• fuel Contract• ( Jaa uea 6-9) 

Tha a t af! had p:opoaod that we a~opt opocl f lc datallo~ 
guidalinea ! o : new lonq-tera contracta. The orlotnal a te!! 
propoea l anvlalon~ a eet of ap e cl fl e gu!detlnoo t hat a utlll t v 
ahould aaet in obta lnln9 new contra c ta. ~••• 9ut~elln•• wo~l~ 
c ovar aollclta: lon a nd naqotl a lton o t n•~ contrac ta. PPL. PPC. 
TECO and OU~ al! oppoaod tho a~opt lon o f detailed a tandor~a 
9overnin9 f u e l co~~racta. t.ch eapraaaed a conce rn thet detail•' 
at•ndarda would not be f l e•lble e nou9h to e ncoepa11 all r•••ona bl e 
p rocur• • • nt de:l a ton•. In reapan ae t o the poa ttton• o( the oth• r 
partleo, t h o otaff .. od Uiad lu propooal t o I nvolve • oat o l broa d 
9 Uid ollnoa to h e adopted by the Coaaloolon. More ~ato l led 
quldel lnee would be approv•~ fo r uae by the ataff. but would not 
bo adopted t o r direct application by tho Coa• laolon to each 
util ity. We a9 : ae that we ahould a dopt broad 9Uid ell neo , •• 
propoood by otaft. Utllltlea w~ll t h an be plac ed on notice ao to 
the baalc procureaent a t a n4arda wa i ntend to a pply. 

We ne•t auat dateralne whAt bra.4 9Uidal ln•• ahould be 
adopted. The a taff. in lta fi nal raco .. andatlon. broa de naf1 t h e 
atandardo t hat It haa or!9lnally propoood. Wo vlaw theae ravi a~ 
a t a ndarda •• a ppr opriate an4 adopt the• •• ou r c en tral pollcy on 
new l on9 t ara fu el contracta. The a pproved qwlde llnaa are ••t 
f orth on Appond la A of t hl a Order. Theoe broad quldoll neo will be 
I Y9ae nted by aor• epac itlc gul rtel ln•• tha t we will a pp rove t or 
i ntern a l ataft uae. 

Tho ataff propoaed ~hat coeplla nce with the broade ne d 
iUldall naa be a prerequlalte t o COlt recovery throuvh t he f u• l 
ad jua t .. nt. Atal n, tho f our ut llltleo oppooed tho a pplica tion o f 
prea• t c rlte r ta •• a condltlon f a r coat recovery. We ttn4 tha t 
co•pltanc a v lth ou r c entral tulde ltnea ehoul~ not be • 
prerequl alte to t uel ooat recovery. Ho~evar. a hould a utl l ltv 
!a i l t o co•ply wi th t~e our cen~ral quld•linea lt voul4 ha ve • 
op ocl el burde n t o ahow that non-coapll a nce wao jua ll f !e~. In 
ad41t l on. ata:t • a ~etalled tuldeltnel waul~ be con1id e r e d l n a nv 
f ue l ad,uat•ent proceedlnq where a tat t aoU9~l lo a pply thea t o a 
uti l1 ty" a purchaaea. We would the n t o raallv deter~ine whether 
coeplia nce with a t aff ' a ; u ldell n•• Sa a l ao approp.tata. 

Tho etaff hao alao propooed t het our auldoll noo be appll~ to 
aff l lla~•• and aubald l a rleo o f utllltloa o r utiLity holding 
coapanlea a n919ed in t h e procur••~ ot f uel o r ae rvt c ea !o r • 
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utility. Public Counoel a9reoo wi th the ot att. otot lng t h at a 
utility ahould ahow that 1t1 a!t llt•ted co•panitl are the e o at 
coat-ettective provldara oe t u•l a nd ae rvice•. 

We agree with t h e o t off and Public Coun1e l . Olven the broo~ 
atandarda that we have adop ted , we cona lder it r•••onabl t t o 
expect purchaaea by att lllate~ coepanle e tor a utllltv t o ~••t the 
•••• sta ndard• aa pu r ch&aea by the utJlity ltaelt. 

Hont hlv Fuel Report• (i aaut a 10 and 11 ) 

Tho ltaff hao propoled that we r equi re al l utllltleo t o t ile a 
a onthly repor t d e t all lnq a ll purch•••• o t tuel, trantpo rtatlon and 
fu•l handlln9 aervlcea an~ haa recoooended th e fore a n~ content o t 
the r epo rt. 

PPL lo willinq to p r ovide tho lnfor~ation hut ouqq eo to that 
quality adjua taenta n•ed not b. i ncluded beca u ae thev are not ••~• 
o n a n lnYolce by Invoice bulo . FPC hu no objoc:tlon to provicU .. ., 
the Info rma t ion lf wa detoraln' tha~ the l nforaa tlon c a nno t be 
a d equately reviewed by our aonthly f i eld audlto. TECO otateo that 
the requoo t ed information I• belnq co•plled a nd oubaltt•d a t tho 
audit otaft" o r eque ot. Oulf h ao no obje c tion to t lll nq t he 
l nforaatlon. ao lon9 11 It I a dono concurrently with the f iling o f 
FERC "o Fo r a 423. All o ! the u tllltleo otreoood l he need t o 
protect tho confidenti al ity o t I nformati on t iled on tho fo rmo. 
Public Counael aupport a the a t att'a propoa~ ~•pOrtln9 fo r••· 

We a vr•• with the a t att a nd Public Couna el tha! the 
in ! o r c a tlon requea t e d by the pcopoae d t o r • • l~ a valua ble a nd 
uae!ul tool in ana ly~lng the prude nce o f u t ili t y f ue l p urchaooo 
an~ :elat ed tran aactiona. ~. ! 1nd ~hat the tn foraa tion requeat~ 
by otaf f ohould be provld4d on • monthly ba•l •. lo be tiled with 
the Coaai oa lon Clerk wi t h i n 30 4a y o otter t h o e nd o t the ropor t lnq 
aonth unleaa the utility demonatratea • n eed tor a n • •tena ion . 
The aont hly repo r tir4 l o r a a are to~. coap le tod on • p l a nt 
opecltlc a nd oupplleo opecl t lc baola. 

The f l rat for~ propooed by ota ff I t the Coal Receipt Anolvolo 
f ora . One torm would be co•plettd tor oac:h plant. Thl o t ore 
lncludeo lntor aatlon on the d t llvor•d price and quality o f coo l 
received in each a onth froa each a uppllor for each plant. The 
point of rec:olpl l o uouolly a t a river loading foe i ll ly or rail 
tipple where t h o coal l o loaded Into r i ve r ba rqoo or ra il cora. 
Separ a te involc:eo froa a g iven e uppller aay be coab inod Into on" 
entry if t he coal waa purch•~•d un4•r t he •••• contract a nd 
invoiced at the •••• price. Any re~roactlve o r quali ty 
adj u ataonto known a t t h o tlae o f tiling oho~l~ be Included In the 
appropri ate coJu=n• . n et roa ctive and quality edjuatMenta t o r ~oal 
troa provl ouo reporting poriodo would be attoch~ ai a n addondua 
to thlo fo:a which already doe~taentll tho tlao period Invo lVed, the 
apecl tlc previoualy reported ent rle• to revlao. the revl a!on (In 
tota l dolla r a and in dollar • per t o·n) t o aac:h prevtoualy r e port•" 
entry, and the nature o r cau1e ot t.he revl alon . lt quall ty 
report• a r a ~~t availa bl e a t the tlaa o ! tlltn9, they would be 
updated In • o lallar taohion. 

Tho aecond f or'a propoud by ot a ft 1o t h e Fuel 011 Receipt 
Analyal o whi ch rotlecto tho lnvo l c:o lnforaltlo n ot oil deliver•~ 
t o qeneratin9 facilltiea or teralna la. On• t or• would b. 
coe plete d f or eaoh p lant or teretnal. One e ntry would be aad• t o r 
each 1uppller ~or each 9rade of fuel. Reoldual fue l oil o f 
dl t!erent aul t ur ;radea muet be rep~r t ed ••~rattly. Multiple 
i nvoice • ••Y be reported •• one entry ao l on9 •• the above 
c r tter i a are aet. In the e ve nt •ultlple lnvolcea are repor ted •• 
ono entry, the wei9hte d a vera9 e price would he reported . 
Ret r o active pric e chanqea a nd qua ll ty ad 1uetaentl vould be 
r e port ed •• a n at~ aehaent which docum•nta the prevtou1 lv r e ported 
e nt r y to revl ae , t he natu re of the revt1lon , ad the r evlelon ln 
total dollaro a nd dollar• per barr•!. 
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The thl rd f o r D propoud by at·• ft Ia the Coal Rail 
Traneportation Coat Ana lya l a t ora which ~ocuaent • ~h• rai l 
tranaportatlon coata t or coa l ehipped t rom each a upplier to e ach 
plant. One f ora woul" b• eo: plet ·ed ! or each pla n! . Retro a c t ive 
ad ,Uit2ehta to thSa f o ra would be report.d In • a lallar ~anner •• 
above, The e n trieo would be on • da te ohlpped bao l o. 

Tho fourth f o r a propooed by o ta tt lo the Coal Waterborne 
T:Dnaportetlon Coat Analy•l• fora whleh dGeuaent • tha COiti o t the 
varioua coeponenta in the vatarborna coal trantpor tatlon net wo rk. 
One fora W'Ould be coaple ted tor e .a ch plant. "n\e antrlaa wou lc1 be 
on a date ohlpped bae lo. Ret ro.ctlve adjuotaento wou l d be aa~e In 
a •l=ilar manner e1 the fira t two t orma. 

The a ta tf pr opoaed t hat ret.ro.ac tlve revlaiona o r a4ju•taenta 
to t r anaaetion• prevtoualy rePQrt~ed would be tnclul'!ed in the fo re 
o! an addend~• which woul 4 be apeclfic e nouqh in nature t o enab l• 
the atatt t o ravlae t he o r lqlnal f i l ing o! th1 fora. The foraa 
would be requlr~d t o be f iled In • tl~ely aanner. We find that 
the CQntent of t h• fora • propoeed by the ot eft lo reao onable e nd 
except f or re fo raat t!ng to l ao lat• confidenti a l aa terlal ( oae 
b • low) . we approve the fo r•at o t •the t o raa aa well. 

Next, we ouat detera ine wh a th•r any portion of the aonthly 
reporto ahould be accorded confl~•ntia l traataent. We aqrae t hat 
certain portlono of the ~onthly r•por to will contain proprle t ar v 
co~! id ential buaineea lnforaatton . However, •any portlona o C the 
~onthly reporta will not. The proprie t a ry lntoraa tlon t or a ll 
typea ot. f uel te tranaporta tlon. Any breakout ot t.ranapar t a tio n 
coata auat ba treate~ confl~entia1ly. In a~dltion , P.O.B. •lne 
prlcea !or coal lo proprie tary In nature a a I a the price of f Yel 
oil . Dtecloeure of aeparate transportat ion o r P.o. e. etne prtcea 
voul~ hav~ a direct i cpact on a uttlity•a fu ~ ure ! uel and 
t:~~•portation contract• by lnfor~in9 potential bi~de:a ot currant 
pr t c ea paid for aervlcea. Dlaolo:aure o f f uel ot 1 price a woultt 
hove an Indirect ef!act upon bidding oyppllero. Supplier• would 
be reluctant to pro vi de e i9nl tic ant pric e conceaaiona t o an 
Individual utility I f p r lceo were d l•cloood bacauae othe r 
pu rchaaer• would aeek a iailar conceaelona. 

Aa propooed, ota!t'a reporting foraa coaalngle conflrte nt la l 
a n4 non confidentia l t n t or·aat.ion . By eeareqatlnq tranaportati on 
•nd ba•• fuel price inforaa tlon to ••parata parte o f the f ora. 
conf ldentlel aater i al can be oepa ratec! troa non con t ld~ntla l 
11aterlal. Ra vh ad tor11o to occoaplhh thh purpo01 are ohovn on 
Appenc!!a B of thlo order. tach u~llity particlpatin9 In the f ue l 
a~juateent clau•• ohould file th• • • tor•• nonthly. Forao 4ll-l 
and 423-2 would b e publle record. Po r:u 423-l( a ), 42l-l(a) a nd 
4 23-2(b) would be confidential and exe•pt froa public accaoo. 

Chan2• ln th• Op• rat1Gn of the Fu•l Ad1uet•ent Clauae ( Iaaue J2) 

Tho ataff hao propooed that w• cha n9• the operation o t the 
tue l ad juataen t cla u ae ao •• to clartfy t h e nature o t our 
juriadlction over ••ounta paae_., ~hrou9h the clauae. A• propoaed 
by the otoft, thl o change l o to b4 proopact lvo In nature. We wil l 
dtacuaa our 'uriadiction over ••ounta previoualy paaaed through 
the cleuae •• currently etruc tured a t a later polnt In thl a or~er. 

Aa current ly e truotured, the cla uae p r ovldea that uttltt. i•• 
are to jua tify t heir e rpenditurea at a tru•-up hearing laa edl a tely 
tollowlnv each olx aonth period. The ot aff propooed that we 
e~anqe the c lauae oo that, inatead of raqul r ln9 p r oof ot prudence 
a t the t r u•-up l&eec!lat ely f ollov in9 a ola aonth period, we a l mply 
licit our jurl odlctlon over all tranoactlona paooe~ through the 
!uel clauae tor a period of three year • froa the date we a porove 
the aaount a t t h e true-up hearinq. Un4er th• atatt propoaal, St 
be fore the a nd o t the three year period tho Coaal oolnn l nc! l c ot eo a 
n••d !or f ur ther r•v lew for any apecttic tranaactton, the 
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CoDe l aa ton would eapl l c ltly r•tatn 1urt edictlon ov• r •~ount t 
P••••d throuqh the f uel cla uee relatin9 to that traneectlon. Th• 
Coa•l eelon ••Y than continue jurladictlon over t ho•• ••ount a until 
a final order h i u u od , c .,co a 1p oeltlc tranu ctlon which h11 
been oapllcltly Ill a1 ido f or r evie w ho 1 boon ruled upon hv tho 
Co .. i laion, thl Coa.i11 ion would lOll 'url odlet lon over thot 
t r&ni&Ct lon tor t h e period reviewed by the Coea! aalon . The a bove 
jurl adlctlonal ll•ltat lona would not a pply tor tra neact l ona wh e n 
!raud o~ othe r a uch lrr.gularltlea c a n be ahown. 

Each of tho par tloo roopon4a4 to t ho ot aff propoo1l I n 
different way o . 

f>AGE ... B ... OF ...l.q .. 

: FPL propoaed tha t unleaa a utility hat trauc:Sulantly or throuoh 
error provided i ncor rec t o r lncoaplate lntor~aticn , or th ft aMount• 
paid have cha nvad duo to litiga tion or di 1puto, Con.l 1o lon 
jurladlction 1hould CillO af t er one yaor t roa tho date o t t h o 
t r a naact l on , unleaa the Coacl aa lon ldentifiea a problea a n~ 
retelna jur& ad!ction over a epeclflc ~ranaactlon. 

FPC a9reed t hat t h e current a . a aonth a ay not be adequa ~ • f~r 
prop•~ revlev. but atated ~hat the Coaal ae ton aay not lawfully 
oaton4 ita juriadiction b eyond a roaoonobly detoralno4 ro vl ow 
period in o rder to provide a catch-all t o r t h o pooo iblllty that It 
aay havo overlooked aoaothing. 

Accordi n9 t o T£CO, the Coaal aa lon ahould ttrat enter • 
pro vtalona l true•up o rder withi n a l s ty daya o t the end o f t ~ 1ix 
month period under revtev. The Coaal •a lon ahou l d then pre ~ . f or 
• t urthor t rue-up followed by a tln1 l order afte r a reaoonab.o 
lonvth o t t l ao. TECO oubai ta that a uch tl nol o rde r 1hould bo 
entered wlthln one year or the e n4 o f the a l x month per iod under 
rev lew. 

Gul t 'a poaltlon i 1 t hat unloaa th• Co aa! oo lon apecl t lcLllv 
r ooervaa jurladlction to a l l ow fur t her ot udy ot eapo~ltureo , 
j u r i adictlon l opaea 01 a pproval o f th• t r ue-up. Tho exception to 
thi • l ialta tion o t ju•ia~ictlon a ro lnot a nc oo of fra ud or 
oia r epreaentatlona. 

Public Counaol • upportod a t aff ' o •ppro och. 

The current atruc t u re of the c lauee craa tea t wo probl•••· 
Fira t, a lthou9h under the current ela~•• prudence la to b4 
reviewed at the true -up h•arln9 ef t e r each •ix-aonth period. 
va rying poaltlona ~ve bea n a t a t.d •• to our jurl adlctton t o look 
at the prudence o f tranaactlona af t e r a tru e-up order haa ~en 
l aaue4. Al though v a hAve now raaolv~ the l aa ue. a aecond proble• 
wao cauoed by our prior practice o t identifying queotiona blo 
tra n oactiona a nd placing the aoooclatod r e vonueo oubjact to 
refun4. In r eeent periods~ ut l lltl ea h a ve preferred t o a tlpul ale 
to contlnufn9 'urladlctlon ra the r than h a ve their r e ve nue• 
oiplieltly aado oubject to refund. Acco r dlnv to tho utl llt l oo , 
aakln9 revenue• aubjac t t o ratund create• a t l nanc la1 uncert a inty 
about t hoae ravanuea~ a4veraely affactinq a utility'• f inancial 
poaltlon. 

The a tat t • a p ropoaal achieve• tvo g oal• It reaolv•• a Sl 
uncet t a lnty •• t o ou r 'ur l adlctlon over aaoun~ • p••••d throuQh th• 
cl•u•• by explicitly r etatnln9 the power t o r avlev prior 
tra neecttona. Thue , the co•ple• tac tual a nd 11911 problea 
e nqe nde r ad by the at ructure of the cu r r ent c lauae Sa avo ld.d. It 
a lao obvlatea ·~ dealre o r need to eaplicl t ly d ecla r e reva nu•• 
aubjact to refund. aa jurladlctlon conti nua• without quel tlon. 
The f inancial uncer t a inty tha t ar l aae wh e n r e ve nue• are declar~ 
au~'ect t o refund l a a vo ided. We therefore &Qrae with t h e a tatf'• 
propooal that t h o operation of tho cl a u oo ohould be cho .~ed. 

Staft'o propoaal t o place a tiao ltalt on ou r jurl odlet l on, 
however, io I napp r opriate . Wo ••• no juotl f lea t l on ln ll• ltlnq 
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ou r abili ty to ac r utlnize pa1 t trana .. aeti on a . We tully intend to 
rov!ow a u t illty' o procuro•ent d oel w.lono oololy I n l!qht o f t h o 
facta knoYn or k nowable a t tho tlee a ~eei aion wa1 mad e . The 
oppropr!e te limitation o f our jurlodlel lon I a baood on wha t ovor 
ot otuto o t l l a lta tlono or othor ju <lodletlonal llnl to tlono appll oo 
to our act tona •• a ~•tter of law. 

Under the new atructure, rather than explicitly eon•lderln9 
pru~ance at the end o t each •1• aonth period. w• will cona lder 
only tho quoo tlon o f eoaporln9 pro j&et~ to a e t uol r ooulto , 
OUeatione ot prudence requi re carefu l and o !ten prolonq~ atu~y . 
W'he.n a q·ueat t on ari aea •• to the prude nc: e o!' a utility ' a 
o•pondlturoa , proper tl~o ohould bo to~en to f ully ano lyzo • ho 
qu.-etion ond r eaolve the matter on a ll of the tac:t a a val lah "e. 
Ofte n , a f ull a ':a~f a naly a t a ehould bo aade before the 110a lt, r Sa 
formally lneluded within tho fuol od juotaent proeeedln9. 

Fro e nov on, each utility Yi ll b e re~u! red at true-up o"lY t o 
deaonetrate h ow the aaounta actually expended t o r t ue l a nd 
p urehaoed powor eoeparo wi th tho o tount• projoe tod t or tho p t lor •I• a onth period. The truo-up app r o ved a t that tl•e wi l l ro ! leet 
tho roeone iliat1on of projoet~ t o a etua l r eoulto (with t h e 
appropriate c alculatio n o f intereat, other true-up aaounta. 
etc.) . Althouvh the bu rdon o f provl nv tho p rud one e o f Ito oe tlono 
will r•••in vl th the u tility, the queation o f prudenee will nri ae 
only ao facto rev ardl n9 tuol proeuraaont iuotlfy oe r u t lny , 
Kope tully, we will bo p rooon t od wit~ eoaplo t o ano lyooo o f 
procurecent dec:i a lona in a t laoly aa.nner. 

At the true-up h ea r in9 tha t tollowe a a i x aonth period • 
u ti l ity will atlll bi f r eo to prooont whatovo r evld eneo ot 
pru4ence tt chooaea t o provide . We not e that certa in utl l tti ~ • 
havo porlodlaally praeontod broad eta t oaont l • • t o lho prudenc e of 
their f uel procuraaent a c tivlt1 es. Such preaentatlona are not 
Inappropriate, but thoy hardly oluelda t a the oubj eet ~otter. rue! 
prceurement ia a r. exeeedlnqly coaplex aatter a nd a ~etera1 na t Son 
ot the prudence of proeu re••nt deelainna re-qu i r e• • coapleK 
analyat •· 

Whllo • utility cay fool oat l af l od that It hao properly ••• 
ita burde n by aueh e preaentat lon, ~• e xpect t h e q~all ty an~ 
quant 1 ty of evidence to be preaente·d in a upport ot the p r ud enc • o t 
fuel procure•ent deciatona t o aetch tha coMplexity ot the a ubj• c t 
••tter. We wil l there fore accept a ny releva n t proof a utlll t y 
choosea t o preae nt a t rue-up, but we wil l not adju41cata the 
queatlon o ! prudence, nor cona14er ourael vea bound to d o 1 0 unt t l 
all re leva n t fae ta aro analyc~ an plaeod b o for o u o . Wo will bo 
free to revl alt any t ranaaet!on until ~• e~pll cl tly d e t erein• t he 
•at t ar to be fully and fi nally ad j~dleated . 

Although t hl o ordor t o being leeuod afto r t h o truo-up order 
t or tho Oetober, 1982 - Karch 1983 porlod, tho r aotructurl n9 of 
tho elouoo lo offoetlve ao of that t ruo-up hearing. E1e e pt for 
tho 6oloy on.gondered by a n ••·to ndod 'hoarlng on tho vonor l e loouoo, 
wo ~ould hove decided t h1 1 l oo ue I n eonjunetlon with tho final 
true-up d ocl olon fo r that por lod. Thoroforo, a ll fuel 
tranaa c tiona, be9innin9 October 1, 1982, are a ubject to the navl v 
Dtructu~e4 cla u aa a nd Orde r No . 12172, the t rue-up or~er !or the 
Oetober, 1982 - Moteh, 1983 porlod lo the flro t tr uo-up or~ar 
under t~• new atr~cture. 

navlnv reoolvad the a bovo policy l oou oo within on ad ju~l
cotory fra • a work, we cona lde r lt appropriat e to c ove towar~ 
rulo~•~lnq and eodl!y ou r poltey. Tho otott lo dlreetod t o beqln 
drafti ng ru leo t o e neo•pooo t ho policy de elo1ono aode In t hl o 
order. 
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Concluaiona ot Law 

Review o! Prior Tr~e-up Perlodo (Iotut 13) 

Perlo<11cally~ we t'in4 it. neeeaaar-y • o review the prudence ot 
certain utility tuel ptoeureaent actione. Often the tranaac:tiona 
in quettion extend i nt o prior aix-eonth perlodt. Froa tlae t o 
ti~• queat iona h a ve ari1en •• to our author ity to review 
~unu;tiono in prior trlle-up puiodo . lie Unci It epproprlate t o 
tully reaolve the taoue et t hia tiae. 

Acc:ordlnq to the a t atf . a b aen t an elleqatlon of prudence, 
ev~denc:e of record ~hereon a nd an order aakin9 a f 1n4ln9 ot 
prue•nce, the Cocalaaion ••Y review expenditure• aadt durfn9 prior 
true-u-p p4rioda. Ac:cordin9 to •tatf~ 'however, wh•r• a particular 
trantactlon haa been called Into queation by tho Coaaltt lon, 
evidence ln aupport o f ite reaeona blen••• haa b••n preaented by 
the u t ility, and the ekpenae haa not b•en ~ieallowed, the 
Coaaiaaion ahould conat~er t h e prudence of thet traneactlon t o 
have been rul•4 on, even if the order did not aake an eapltclt 
fin~ing o! prudence. Jn a~ditlon, the ttaff aotorto that the 
nat Jra of the oix-conth clauee and the aanner in which cottt f low 
through t he claute ahowa that a true-up order it not truly fi nal 
•• t o prudence. 

PPL, FPC. Gulf and TtCO all attert that CoaDlaa lon 
jurla4tetion over f uel traneactlona lap••• at true-up unleaa the 
Conel aalon explicitly reoerveo jurlodlctlon t o allow f urther ttu~y. 

Public Counael'a poai~ion 1• that ~he Coaciae!on ~•Y review 
any expen~iture that haa previoualy paeaed thr ou9h the elauae a~ 
diaa llow thoae coat• that we:-e t•prude1ntly tncurreJS . According t o 
Public Counoel. the utilitieo are reU,ev4td of re<Julotory loq bv 
the operation of the clauae and, in eachanqe, th• Co3a1 aa lon a~ 
ratepayera o~at have aaauraneea that t~• eoata collec ted ere 
proper. 

We conclude that the •~aft • a view Sa proper. The. queatton o! 
whether ~e aey review the prudence o t eapenditurea ••de durtnq 
prior true-up perloda Ia governed by vhather t he prudenc e 
regarding of expenditure• hao bean adjudicate~ . Tho lttuance o f a 
true-up order doao not ad judicate the quettion of prudence per 
••· Ae pointed out by ataff. the true-up hearinqa have never been 
relied upon by the eo .. taaton or a ny other par t y •• t h e poin t at 
wh ich prudence Ia actuaLly revieved. 'With rare esc:eptlon. 
prudence haa not been alle9ed, proven nor ruled upon d urtnq thoae 
procea41ngo. An actual adjudica t i on ot prudence dependo on 
whether an alle9at ion o t: prud enc e waa aade, evidence w-a• preaentef1 
thereon and a ruling aade. '-'"here an eJrperwUture 'ha a been diaput ed 
and ita prudence exaalned on the re~ord, a rulf n9 in favor o f 
prudence ahou14 be i nferred even lf none i a explicitly oade. 

Thla app roach to juriedlc tlon ove r prior true-up porlo4o 
naturally lnvolvea a review of thl record of prior proceedinv•· 
Since aaveral heartnqa are held each yea r . thia proceea 1a 
neoeaaarlly e~plex . We ~1 1 1 deter aue h a review until tuoh tiD• 
•• we wuat fac e the quea t1on for a part i cular utility. 

Sta~! ! a alao correct i n a tatlng ~hat the nature ot the c lauae 
and the way coe t o are patoed t hrou9h 1t bellot ony flnalltv t o a 
t<ue-up order. At atated tn Order No. 11572, the affect ot 
expend iture• during any •I• &Onth per'od extend beyond that period 
a nd utilitlee fr•qu•ntly pa11 retroact~v• price adj u• t•enta 
throuqh the cla uae. 
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The nature o f the f uel ad1ue ·t•ant t1 c:o,tlnuoua 
and the ••vrevatton of cha r9•• to f ue l coa t 

· Into 6-aonth perlo4a Ia t or •••o o f 
ad•lnlnratlon only. lndoed, t uel purcho .. o In 
any ono period viii a ffect ! vtur• perlo4o , ao 
f uel eoe t 11 char9~ on a n ••• burned* baale at 
~• l9hted avera9 e inventory eo t t. ~ua. tnetaed 
o f fuel cot\1 collt~te4 In any ont period 
reflectlnv only f ue l purchaaed during that 
porlo4, t hole coot o roflect tho volvhtod 
averaqa coat o f pur ch•••• durln9 and prior to 
that porlo4. In oddltlon, I t l o quit e coaaon 
t or utllitfaa to receive ratroactlv• 
adjuetaent• to t ua1 price a nd tranaportat ton 
cooto vall after the clooe of the orl9lnal 
tranoaction to which t hey re l a t e . 

Conaervatlon Panaltv / Reward (l iiUII 27 and 28 ) 

Since we hAY' d eclined to adopt a ny penaltl•• or rawar~a a t 
tni a tl~• th••• l aauea are .cot. 

P•oee r Ver • lon o f Oil Bac - out Rule (l oouo )9) 

Public Counea l hae ralead thla Seeua ln order to praaarva it• 
p e nd!ov appeal. ~o rul!nv I • nocaooary. 

C•lculatlon o f Net lavinoa on Sta•Honth or Monthly 8aa1a (laaue lO) 

Publtc Counae l h ae ra l a~ thla Seau• ln order t o preaerYe lt 
pendino a a o tton !or re<onalderat ton. No rvltnq t a nec••••rv. 

The flndln9 o o f tact and poll~ docl 1 !ona ~ada !n th!o orde r 
are aupported by the we!9ht o f the evidenc e o ! reco rd a nd a re 
w!th!n the ranoa o f the ~l ocretlon oranted t O the Coa•!oolon by 
tho leo l olature under Chapter l66, Florldo Statutao. 

aaaed on th• !or~o!nq, tt l• 

ORDERED by the Florida Public Se rvice Coaaloa lon that the 
l ••u• • o! fact and lav ae t f o rth on P•9•• 2 a nd l ot t hl 1 or~er b• 
a~e the eaae are rea olYe d • • ae t f o rth s~ the body o t thla order. 
t t Ia f u rther 

OkD!ktD that each e l e ctric utility aeekln9 t o recover the coal 
o ~ f uel through t h e fuel ad juotaant clauoa ohall tile aonthly 
:eporta ln t h e tor~ o f Appendl• 1 to thla o rder. each report t o b. 
e ubaltt•d within lO diY• i!tar the and o f the f opot tlng aonth. 

By Order of tho Florida Public S•rvlco Coaa! oalon thla J~d do~ 
ot Nove~ber. 1983. 

( SEAL) 

PS 
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PLORlD~ PUBLIC SERVICE 
COHMI SSIOO FUEL PROCIJII.DU:!IT POLICY 
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A, Th• PYb l lc Service Coaal oo1on r oqulroo that all ~aponoo 
ooooelate4 with t ho proeureaont o r f uel, tuol re l a ted han~l l n9 
aervicea and f uel traneportat ion vhich a re recove r .~ t hrouqh th• 
Puel A4 juotaont Cl ouoo bo p r ud e nt ly I ncu r r ed, r ooult r ro• 
coapet ltive procureae nt procedure•~ ~ raaaonably co~p•tl tlv• ln 
co~ o r valu• relati ve t o wha t o th• r buvar e are paylnq under 
al a i lar t•~•• an4 con4lt lona fo r t ual or ••rvlce• o t co•parable 
quality or opocl t lcatlona an~ rooult troa sound adalnl otratlon ot 
t uol oupply ag rooa onto. 

B. To accocplloh t ho objoctlvoo oxp rooood In ( A), tho 
Coaa l u l on ootobllohoo t ho f ollowln9 9Uidolln .. that It roco .. aond o 
t o o l octrlc ut l ll tloo •••~I n; f uel oxponoo r ecove ry th rough tho 
Puo l A4j uotaont Cl a uoo . Tho Co~laolon t ull y recoqnlx•• t hat 
4 1 Hering f uel al xeo a ncl plant l oc,ot lono will nocoooorlly r ooul t 
in va atly 4 i tfar ant fue l procuraeant atra t .qi ea. Howe ve r. the 
Co aaiaa Son alao bellavae that ther• are eer~ al n t undaaenta l , 
coaaon proce~ure1 wh i ch , when eaploy e4 . wi l l reault tn th e loweet. 
l onq r un o verall f ue l expenae to t~• coapant ea a nd the ir 
re tepaye ra . 

C, Whi l e tho Coaaloolon bollovoo t hot co~pllanco with the 
9ulde llnoo ·~proooocl In t hl o pol i cy wi l l achlo vo tho l ovoot a yotoa 
f ue l COlt, t he utl llty• a aanagea e nt ha1 aol e ~••ponalbil ity to 
procure f ue l i n t he DO l t co1t effic ient aanne r poa1 lbl e and 
therefore It ohou ld have tho flexibil i ty t o eaploy a ny Qoo no to 
achieve th l 1 r a•ult . ln con• l dar a tlon ot the above , departure• 
troa Coaal a1 ion po l icy a re aut horJ aed When 1uch de parture• can he 
juotl f l od a nd ohown t o be I n t ho boo t ln to ro ot ot tho utllltv ·~ 
lt1 ra t epayera. 

D. Depar ture• froa Coaal oolo~ policy which throu9h Coaal oo lon 
au4 lt, inve•t iva t l on a nd hearin9 c an be e hown to have r eeultod in 
unjuotlf l ocl add i tiona l t uol oxponoo a r o tnopproprlo t o tor r ecove ry 
t hrough tho Puol Ad juotaont Clouoo o n~ ouoh oaponoo wil l bo 
4 loa llowocl . 

E. It tho Coaml oolon dotoralnoo, booed upon Staff audit 
an~/or l nvootl9at lon, that a ut ility ' • unjuotl f l ocl ~oporturo froa 
r acoa=e nded Co~a l a alon policy haa reaul te~ in unne c ••••ry tuel 
oxponoo, t hon tho uti l i t y oholl b• r oqul r od to app l y c recl\t o 
aqalnat the clauae or to aeka refund• to ita cuatoae re . 

r. Thi Coaaloo lon' o 9Ul do1lnoo are lntontlonally brood to 
a llow ut ility aana9 • • • nt tho fl ex ibil ity to t o l lor procuro•ont 
proce4 ure a to f lt a broad r anv• o f contin9enciea and adapt to 
chon9o0 In f uo l aar~oto . 

o . Tho bu r den o f p r oof r oo t o ool• ly with t ho u t i l ity t o 
docu•• nt t he rea• onabl en••• o f i t~ procure aent prae t tc•• an~ t he 
reaul tant ••p•n••• f roa auch pracLlc••· 

H. Oe~era l ove ra ll coapltance with Coa~i aaion policy tn n~ 
way roaovoo t h • r u pone l bl U ty o f • utI U ty to juot lfy andy 
P•rticul•r tr• neaetlon t he Coaal e•lon aay require be e peci f lca lly 
juot I fl oc!. 
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ll, Lonq-Tou ACJroo,..nt o t or Puol. Fuel llandllnq Servlc:u. 

r ·u el Tra n aportatlon , Spot Pu rcheaea a nd Atti ll at. e Tranaaetlon. 

A. Th• Coa•laa lon r acoa•end a t h a t the aa jorlty o! • utllitv• e 

requt reeenta f o r f ue l. f u e l handltn9 aarvt caa e nd / or 
tranapor t a tlon b4 p rocured under t~• t e raa o t • lon9-tet~ 

contract. Priaary rel i a nce upon lonQ-ta ra contract• will e n aure 
t hat f u e l o r ae rvtcaa will be ava i lable when requi red a t 
raaanna b la , t t able coata to the ut ility a nd lta ratapavera. 

B. The Coaat aalon racoaaand a ~hat. to the aa t a n t practtceble. 

au~h lonq- t ara contract• t. n190tl •t•~ t n a coep a tltlve 
o nv.t ron11ont. It Ia rec:oaaon<lod tl~<lt tho prlae ry ea t hod ""P loyo-1 
ahould be a n open coapatlttva blddln9 pro~••• or 1 0~1 coeparabl • 

al t ernat ive whlch produeea t he •••• raault . 

C. All aep act l of the procur•••nt proc••• eaployed i n 
ac:qulrlnq a lon9-tara f ue l or oorvlc:eo oupp ly c:ont rac:t ohoul~ ba 
doc:uaa n tad and a vailabl e to the Coaal oolon upon raqueot. 

D. Vendor• ohould be oa l oc:tad on tho b ao l e o t a t o r ftol 
e valuation oyote• which I a neutral In Ito a ppllc:et lon a nrt capable 
o f produc:ln9 qu antifiable ra t ln9a of Ind iv idual aupol! aro. 
Conolderatlona othe r tha n delivered prl c:e, ! ue l qua lity ·~ ve ndor 
pa r f o r•anc:a ahould be thoro~hly 4oc:uaent ed . 

E. The Coaal aa ton re~oaaenda tha t all f ue l aqraea e nta 
Incorporate clear opec: lflcatlon f o r the f uel or eervlc:e to be 
provided a.nd bonuo/ponalty provloiono to a nauro that tlla fuel o r 
aervica a contrac ted fo r a r e provided tn accordan~• with co nt ract 
tlrlll. 

P. The Conal oa lon racoaae nd o that t he utllltv 4rra nge f or 
adequate f ual •••pllnq t echnique• a nd aqulpaent to be deployed at 
tho point o f rac: a lpt froz tho f uel ouppller and the point o f 
delivery, If di ffer ent . Such a procedure will enoure tha t the 

quality o f tho f ue l rec:olved at the unload ln9 rac:lllty Ia 
c:onol ot a nt with that ot tho f uel •• loaded, the l nvolc:~ prlc:~ 

and t he contract ep ecf t tcatlone. To the extent poaatbla. a ll auch 
a rra ngeeant• ahould b e clearly written i n the contract. 

0, Utllltlae oubject to tho Coaal oolon' • ju r l o~lc:tlon ahoul~ 

n~t pay for or &9r•• to pay for f uel or aervic•• at pricaa ln 
exceaa o f t hat dictated by t h e n.gott a t ed p r ice t e raa o f •••cut ed 
contract• eaiettnv betw•an a uch utllttlea and provldara o f a uch 
f uel or aervicea. 

H. The Coaalaa lon recoaaen~• that l onq tara fuel or ae rvlc• 
eontraeta b4 baaed upon a ~•• prlc • plu a we ll de f tn~ aacalatora . 
public tarlffa or pub l ic: pootlngo unleoo • benefit to the 
rate paye r can b4 deaon• tra t e4 by ~• 1"9 1oae other p rietnv 
ar r an9nant. 

1. Tho Coaaloolon raco•aa nd o that all u tl ll tleo teak t o 
incorporat• • •rtvht to au41t• clauea in a ny contract which 
uti ltEea eaealator~ . The rl9ht to audit clau1e ahould 9ive the 
ut ility the a ut hor ity to a u41t opac:ltlc: re~ordo ot t h o ouppl lor. 

J. ~~ Coaal ea ton recoaae nda thet al l u ti lltlaa e nfor c e the 
rl9ht t o audit t h r ough t h o annual u oa o f I to own a ud i t ot aft or an 
independe nt a ccounting t lra. Any retun4a or adj uataent• due, •• 
Identi fied by a ~dlt, ohould be proap tly rooo lvod and credited to 
! u e l eapen1e. 
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K. 'l"he Coa.lllaeion re cooaenda t-hat any eec:alation aethodoloqy 
t o be eaployed in a lon9·tera contract be tied •• e t o oe ly ao 
poooible to actua l cha n9•• In a ouppll•r• verifiable cooto. 

L. The Co=•laa lon recom2anda th• t el l ut!lltlaa •••k to 
Incorporate adequate well defined r eaedleo In all lon9•tera 
eontraeta f or aubata ndard quality porf oraanc e unrel iable volu•• or 
quali ty pe r l oraanea and unacceptable h l 9h prlee over protracted 
parloda o! tlae. 

N. It l a racoaa~nded that all c:ontre c:ta an~ the in~ividual 
t•~• of each contract b4 reviewed a nd approved by the le9al 
offJce ot the utility. 

0. All utility peraonnel havlnq any intereot In a part icular 
f i re •••~in9 e lonq tara f uel ~r ••rvlc~ • contract with a utility 
ehould be racoved froo any aelection proceaa. contract naqotiatlon 
or adaln l etratlon of a contract with tbe f ir•. All paraonnal 
hovlng any potentia l conflict of lntareat ahould be prevantad troa 
hoving a ny iepact upon the contr•ctlng procaaa. 

P. All utility t ranaactlon with affi liated coapanlao wh ich 
provide fuel oc tuel re lated aervlcee ahould be ~••4 on coata 
~hich are conal atent with or lo~er than the coat• a uttllty would 
i n.cur it the utility r eceived t he f uel or aervlcea fro• an 
independe nt aupplter ln the cocpetittve aar~et obta!ned throuqh 
coo petIt I ve blddl ng. 

o; All apot tranaeetlono ohoul~ be priced at. or below, the 
~arket price at the tlae of purchaae and ahould not exceed the 
nor~al contract p~lce tor atatlar fuel o r fuel relat~ aerv! c ea 
unleoa raqu l<ad tor reliabil ity purpooeo. 

R. The Coaci••!on espec tl, to the eatent poaalble, that each 
utility utlllaa the ta~ao ot thai: long·tera contract• ralat lno t o 
ainiaua and ll&atau:e voluaea ,f fuel requlred to be delivered ln 
ordor to t&~• advantaqe ot lower prtcea in the apot aarket when 
they 01lot. 

s. Th~ Coamlaolon expoeta that any utility which haa a 
contract with an attlllatad organization ehall ad•lnhtar that 
contract ln a aanner identical to the ad•1n1atrat1on of a contract 
wlth an Independent or9anlzation. 

T. Any fuel o r fuel re l ated trana•ction which doe • n.ot •••t 
the above criteria ahall be danl ad rocovary throuqh the fuel 
clauoe by the Coa2laalon, unlaoo the utility, which hao the tull 
burden of proof, c an deeonatrate that the trana•ctlon Ja i n the 
beat intereat ot the r•tepayer. 
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::: t c · Col \ «ceo• • :.,. :tC t:lCC I : oc 
r~ t !•A• l a ttd t apt 31CI . 

:cc~t~ ~. ''~ou,-c:·• ,:,_,,A :-o. :a .. c 
!J1 .. t!: ~'""-u 

~. tol!ov~n~ C4~LI&Lonc ra t• r:Lc~~a : t~ :~ :~ • c~:~ot :~~o~ 
ot ::. u U tt c o 

.:o~;f • · :'\.uas. C;t~ c 1::;.,.:: 
J~St PI t . , ~Al$11 
CillALD C.. ~~':"til 

. ,.c, c rtSI"S 

AI A Ctlul: o! t a1~11 : 1Lt td ay S ta~! t~ :~• ft DCU&ty, l tt S 
!~ t l •~)u a L:en~ ~ ea ctr.f, t:.L a doc•• t vaa c:t accc to co~a lcc c :~ • 
pup• : =u 'n• ot ccco·te cy ot !•au.l !~a~·:du. et! ••~ee.aet. l" 
Or~• r ¥o. l tl: l. Lbt t !~• l or4e r '' ''~~L a~:"t ~• 4pt11• 
S cpt c~e :, ltiS f~• l aa4 IY::~ •••~ ~ve t ~I t accovc ry f actor•. 
vc lc • :~~c:td S ta ~!. :~c !~~: ia~ca coc ovr.c4 t l t ct:lc ~:~1::: ca 
ant lA~ o~h• : i~:e : ea :td pa ::Ltt cc ,roll(t '~o~tto~ 
~tc ta tt:y toe c~t Cc~!ta ~oa to • • aalc to ~ona :4t r • t :~c 
Agf~ •: . l tls !~ • 1 at!~•~•A~ •• •rL~• v2e :~• = ~· v:Ll1:1ca vee• 
~·•• t~f • 1Ptopcta t e f t at d ~-~ ••:~ a 2le c~l tl aaaoc t a t e¢ ~Lea 
!ge l t tct11~ ~=~~~: tseir :u t l •c;~ •~tc: cl•~ ••• · 

Jw: s; a r.t ;o t3t CC~•• t•a' t ~~:~c;i• c , t v•c•aaep 
ccAc e :~:~~ te e coat : tco~e:y ac t~oc a o~ !aaall t~• l·r • l • : • d 
•a; •~••• vaa notic •~ t~r aa~ b t l~ 4A "' r l. l71l. At • : ••~ Lt 
o! ;~ , i~ocac:~oo eac~tetet a t ~aa: vor•• ~op acC · t~bat~~ •oc 
4i a cu at ~ona . t~ t ~': :Lea co tJ t p coc ae4Let. ~c!c~ ~nc1u4 e • t at!. 
<;::t t O!t1c t o! tu:t11c Covn-.e l . t lot1clt fove: 'an~ LitDt Coepany 
U•t.) . f 1otLc!& Joovt c CAc .. oca t!oa UJCJ, 01:1~ J'O"'' ' CO;I9<U\'f 
CC~ltJ, &ft4 T&apa lltc::lc Coo,t AY C ~COJ. t4tn:! !~ tl cat tota 11 
Cve l -r tltc t~ co•~~ cuc:tecly ~• iA t : t covec• C ca:ov,,·,~· 
~t!Uctea .. tut l t.dlc t :.=~eu. c !.l•••• and ••:e•t to • ••Hey 
t d4tttt ie1 c~e •V1tO~t! tc c ptoapt cc~• • •••a. ~! : tc••• rl~t ·~~ 
fo at tl ! .al-ttl l t t c! t .lil' t U tl . 'r: t f{ocita bdu_.a :cla l flo01 t t 
Oat : a Ceo~' (tiPO~) ~• aoc lot• r • • a• c! !n ~.1 1 ~cocetClot ~~c 
vaa 1~o:~ t4 o( ~· pa tt! ta ' a t1>vl&c1oo ~~ a : ace t · c•• c t~•Y 
coo' ao poa icLoo. 

Oa J~n• l l, l Jil, ~· pa rti ta aub•itct 4 co ~· Coa.J tal•• a 
a tl?Ul l tion ev tGt actnt ,~tic •trt&:a~L. At~cAa d ce ~· 
acipwlat1on vaa a dt l! t lot te• ot t ropo11t lfeaey ~ett ea v~te~ 
:~• pacttea r~ta t ad ba a~aptt 4 ta c&t 41 t~a lt 1on ot tbl a 
;tC'OCeet:l:u;. • 't1t. t drtt: tfOtlC t •t Pt'Opoltd J.ttaq .. Ac:dOI\ vat 
t ndot tt4 Ay &t•tt•• r • c•-.endactoA ot J~n• 10, l tiS. · Ln c.~• 
ac.lpul acton tb e pare~•• 14t a&ltlt 4 t ~t to.1l l fqel •c t&a: t o co• c~ 
cvc: encly btlDC Lacuc:t 4 and )ow eac~ ot tb t acl l ltl tl" ace 
ccea t~ftt t~••• •a,•aatt t oe coa t r ecovery. A copy tt ' ' ' ' 
L~loc~cLtn i a • ~c&c~td •• Appt odtJ A. AA ca l • • •••n ta 
Appeadta A. tac• of tCt •tllttlea •• "'' lftcvc all of Lat •aa• 
cyp ta ot !oa•tl tct !-:t l aced ••• • • ••• • • •• e vea la 1Attaacta 
v~ • = • tbt aaa a cyptt ot ··~··~•• ar e Lac~c:eo, u:illtlet ~r 
f t COVtC Cbt • dlf!t t l atly. 

,, ••~ltioA '' 14t atttrl•t t•••~l tvel·r •1 •~ •~ c•• c• •~• 
'~' '' CVIt col etiAA ot r eco•e ry. ~a • pe:ciea caacn• • t n •• r •eaeac in c•• tc • :lpvla tloa •• to va a t~ • r ~.a.e cac a a b~l• 
bt teco•ar t d • coepccci••lY t hrout~ • ••• et t a• oc ·cac~a tut l 
aa)va ~ent cleuae a . T)e ' ' ' ' '• ' "' r • t • r• lnt apcclt tc coac• r e l! t c-..A • bro ao • r pollcr con••n• w• tec· t~t reco•ecr •t to•t Ll 
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~~•l-r e ! &ttd ca t ; t . :~ t policy atr e t~ to •~on~ t~ e pett ~•• ' '~ 
t eco.ce~ct to t~~ CO,~L ta (o~ c~·a i a :e ~ o ~ t~o •••• ~: i a 1 ~1~t • 
~~tc~ •P?••: to t t !lec: ~· Cc~~1 tt lo~· • p: t c:L:a: a;pli: a ~!~~ 
o ~ CQe1 •~S~• ~ftt c! • ~••• • 

1. Vtlt e. t h.fht c t rcu:c..a~~•• •• l a:. :.:-.c C;~ca ~ aa tc" 
aeoult a c: e•pt to t : &J t. toe co t : : c co~c :y p~:;otea . t ~t cl!lc 

~~ O! ! OU Ll ! Ut !. .. : t httc! U ?fn ltl ~C .e \::H!~:2 ::W t'.fl; t t &:s~·~ 
::e •aciowa e h c::!c uc.U!:ica . -'; :!::.t .. ~c...,evu . !: ••r t:e 
• ;Frop:!a : t te ::e& : a (a1la : t~ct o! t $ ; c nttl l~ t! t tta!. a : 
v&y t . 

1. •:~tAt!y tn~::c~ !Q tt t~ ! ~e :•: e !a te( ••r•"' ' ' ~·.c· 
Itt •~:]cc: :o • o h t!l t clat~•• a:u:~:.~ :Z t a ·co¥-uc( t::ot.~'$ ~ & '\ 

e: ec::lc u:!!lty• t ! J t l at,v t ~4 1: cl•~•• · ~· •o1• t,l!~~ c: 
!~•• ll t~ e l•c e lat a ( coa t i a.y b• d~• to 1 n~~• r c! ! acto: • 
l~c!uCtn,. b~c aot ~ •c••••r~l r ll~1tt~ t= • ~:lea , (Vant!:y. 
n~~•r ot dall•atiaa . an4 d i a t anc a . ~ca~t aa not ad;ba !ov. 
:~••• •ol a ~tla to aa ll =~• l•t a la : •d ch• r~•• a: e lr.c~t: t4 b1 :~c 
~t~~!:y t o: ,ooda oD~l~ad or ••:•ical p:~·~~ .t prlo: co ~~~ 
~ell•e:y o t .~ a l to t he a t ac::le u:~l1:y• a dadtc • cad a tor aq• 
!ac!llclea . /Ot d!ca ted a tot •~• !aci l t ~1 a a 2ean t \or at • 
! ac111 tlet vb c~ ar e uaed aolalr co ae:•• t~ • a !!a ,: e~ a l ac!:t: 
ut.! l !:y. » Ut oUtr t o u ll f :a l· ceU: at coa a •~o~:!.t ba 
rt cowered :~re~tn ~Ait r a ,ea. 

! n Uie apac l! lc a ;1)L1C at.!or. c! :~! • i)Ollcy. o;~a pa::!et 
: ecoananCa d ~• to1!~i nt ~: ••~•~' o! ! oa11! !~• 1-: a l a t ad 

c:a ttau 

ln•olc• < tys l C) t r!t J . ~~e !n.o1Ct ( cca : ot !~e l l a 
~ t;a~a~t ~FO · aa : ~e t condlttona ~~ t~a (Vt3!!:~ o! t~e l 
~:c:aaaed. '"!") • lr. •otcad c:o.a: o! !~;e l aeo\1'1( ~e con alt eu d t.o 
~~~~~ . a11 'rlca r ••la toa~ •~4 at]u l~ta!l t a1a t. 1nt co t~t 
•o1~• an(lo: •~ • 1lt.y ot tvcl te ~l•e : td. ~11 c~apona nt o! • 
v:tl! : y• a !c aa l1 !~ • 1-r tla tad •• r a aaca t s ~~· aoa; ~la t 11• 1n 
~~~~ • an4 l a aoa ~ • •proprla t tl! ceco•e : et t~ro~'c tle l J c l 
•t)us~anc c! •~•• · 

i' ' " ' =t''tston '!' ''' f• r~a co •~• aaaoc! a t e( vl~ ao•l r.' 
!uc l t o t \1? atoratt \oc.a t on• ar.d t.t c:».t:uh <...ttc.uK to u a 
•~PPl? o t a ot t11cy• a ttntra ~lnt tacll!ti a r e auD) act to 
• 1tnl! 1cant ca ant•• due to t l uct.\l a ttona n dt a:.r.c•• · 
ta11•e rl •• • •olua4 l nd •r tca. Ccn lequ a~~ly. auc~ coa t a a~o~!( 
be r aco•a: t 4 t~ r~th t ue l a4j••~•nt cl• u••• · ~' ' ' '' 
tr ansportadon c:u rv•• Cor ..o'~'lnt ! ue l Ct':\lla ar. t e41ca c.e( l t Oratt 
f acil lclet and t cne r a t 1nt PL• •• a te•• ap~e ar co be .ore t t ab1• 
and pcK. tc:t att h , twe &n pact t o a.any o t tl:leu coata occurln' 
ur~ t t lOnftt•t• t • arr • ntt .. ntJ . ~er eto: e , ~••• t:t ni ?Otta tlon 
c21 t t a t e .ora tppt0ft 1a tt ~7 r eco·• a r t d t:.:out:. Due ca ua . 

I•••• •n• tyrs>•••y· et•~t l ' ':tt''' 'S"e· :•··· cb• r• •• 
•a..:-y Y& U taca c.tU tACt .. &ft. a : • a . .. ct.e r bOt. ptlCI l.ftd. 

•ol~.,. ~••• cva te a r e .. , , ap,ro9r1 • t • Lf r ecover., t ~rowt~ 
: 1:c l "'''"ULI&t chilltte . 

P9r t ~'fff ' • fitae Cblrl tl 1AC1Vdt dOC\ I f! o t .!:ae fee p&l4 
, • • poet :ac ,, roc u. \Ill o: • phr. wkar!• • • · tA• he ,.u 
Lo • poet taclllt r tor ''' t ltbt to ttca t •• p rod~c; • ~r~t• • 
port tacll! tr~ barboraAtte c l•••· pllot t••• ~ c'• r te • tor 
••• l • t t ut• • T)eat t eea , w•l~~ ar t t : an t rort.at ton co t e~ . a r t 
Ln~tt .. pr ior c.o 4e11•ary t.O lhe " t Ulty' a dedlca ca4 1ft•t ns•rr 
a tor • t•• r acllltl•• a nd ••cr vt~ the o~ar ·~• •otvwe ot 
~a l1•er1 •• • nd a r e .ore prope rly r eco•e: e~ ~rou,b t oe l 
•~l~ • ca•nt cl• V••• · 

' T' P• st1Jn ' ' '' · Voluac and lu a~lty ln apect lon cb • rt • • 
o:tennc~rr• ••••ra l t L..a ln •r n~ tnt t ve l to a Ytlll t y• a 
~cnt ra tlnt plan t a lt•• · tD a c•• :t• • for &A••• tn apectlona , 
~ate~ a ce c rlt1c•l to •••u ~lnt cha t tbt wt 111t lea rac e 1•• ''' 
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~•l!w e : td c~a t c! ! ; t l to cte ~·n• ca tln~ J1an: t l'! t .. ~••d l~ 
de:e::~Ain~ a ut !11ty• a !u t ! a~)ua~a~ c=•=~· · · ~a : !.• ~tu• ~ • 
t u ~ ~· •A :he to t!'l t. t t co•e ry c::~utl\ t!l l !ge 1 at,~o~ a t.:.trtt 
cla u••• of un:oad!nt eapenatt # :e:2!na 1 cpe : a tin~ ••? • n••• to: 
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r.co•e : t( ~rc~,b b lat ~• tea . 

AJ • r esult o! o~t dt t t~lna:!on a lft tbt a proceedt~~# 
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d t t e r. ;tcn ot ~t aut: ••• · 

Ft4 e : &l aDd t t l t t t•••• an~ ~rc)aa ies atent a ' 
c::o&:ll aa iona . 

t oe t cbart •• · 

~11 •t.l•~cLtt an4/•r •~o~• ltcy ln.,cc:Lona p•rtoracd by 
Lnda pe ndt n.\ ta a,.. c:or a . 

Al.l a ttlt!vea bltn4•~ vlt,:. tut l ?dOt to twrnlny o'r 
lnj e rr..ad lnt.o &.be Dol! let tlrlftt: .e:aa.btr •lo"t w th 
t u• l. 
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Commiuioncr$: 
THOMAS M. BEARD, CHAIRMAN 
BETTY EASLEY 
J. TERRY DEASON 
SUSAI'I F. CLARK 
LUIS J. LAUREDO 

State or !Florida 
t:XIIIBIT NO.--
DOCKET NO. 9110001·£1 
TAMPA ELE<.IIUC COMPANY 
(DAB-I) 

DIVISION OFf DOCUMENT NO. s 
REPORTING nLED: NOVEMBER l o. 19911 
STEVE TRIBBI PACt: I or 15 

DIRECTOR 
(90-1) 458·8371 

t}ublit ~erbitt Qtommission 

Tampa Electric Company 
Attn: Russell Chapman 
P. 0. Box 111 
Tampa, fL 33601·0111 

Dear Hr . Chapman: 

}by ·~ . 1992 

Docket No . 920001-El •• Tampa Electric Company 
Cntliff Compliance Audit Report 

The enclosed report is forwarded for your review. 

Tho audit report and any company response f iled with this office 
within cen ( 10) work d&ys of cho above dace will be forwArded for 
consideration by tho ataff aralyst in tho preparation of o 
recommendation for this case. 

Thank you for 

Sincerely, 

r..u.,.~ 
Steve Tribble 

ST/FD/sp 
Enclosure 

your cooperation. 

r· ~ 

cc: Public Counsel 

James Beasley , Es~ . v/encloaurc 
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PM'lE .. ± .. m:· I 'i .......... 
I. EXECUTIVE SOMKARY 

AUDIT PURPOSE: We have applied the proccd, rcs deacribod in 
Section II of this report t o audit the ll!Jl"~'lltiud Mnrkot Pri ce 
Application ti ' ing for Coal and TrnnsporLa Lion tor Lhc Ycarw 
1989 and 90 a a required by Order 20298, iasued 11/10/88 • nd i ' ' 
support of Ooclet 920001-EI Cor the six montha ended Ma rch 
31, 1992. 

SCOPE LIMITATION: The last day of field work was Thursd11y Ma~· 
7, 1992, the date of the exit conference. This report is 
based on confidential in f ocmation which in scpn ratcly fi l ed 
with tho Commission Clerk. The Company did not furnish a cccsa 
to affiliated company records that support tho contingen t 
balance reports filed with tho Commission tor the Gatlif l 
Coal Company. These wore to be a part of thia audtt . In ltcu 
of this, the Company is having its outside aud1tors, Coopers 
and Lybrand (C & L) cond~ct an independent audiL that wi l l be 
available t o the Commission. The Company haa agreed t o h a ve 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~ limited scope audit; accordinJly, 
this document mus t not be relied on for any purpose excep to 
assist the Commission s taff in the performance of their 
duties. Substantial additional work would have to be 
performed to satis fy generally accepted auditirJ standard 
and produce audited financial stateaents !or pl Ollc use. 

OPINION: The ap~ended exhibits, tor the years 1989 and 19~ 0 
for the Market price for Coal represent booka a rid recorda 
maintained in substantial compliance with Commi~sion 
directivea. The appended exhibits tor th~ yeara 1989 and 1990 
for the market price o! transportation do not repr esent the 
amounts as recorded on the books and recorda o! the Conpany 
for affiliated company transportation coat. The e xpressed 
opinions extend only to tho scope of work de~cr1bed in 
section II of this report. 

II. AUDIT SCOPE 

The opinions contained in thio report arc baaed l n the audi~ 
work doucribed below. When used in this section of tho report 
COMPILED means that audit work includes: 

Tho audit staff reconciled exhibit amounto with lho 
general ledger; vioually ucanned accountu Co r error or 
inconsistency; discloaed any unresolved erro r, 
irregularity or inconaistency; and except as otherwise 
noted performed no other audit work. 

(1) 
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PAGE .. 5 .. OF ..!.5. .. 
TRANSFER ~R~CE- GATLIFF CO~Lt Compiled a ccount 151.1~ , ~~c 1 
Stock Coal, t or all purchases from the Catlitt coal Company 
tor the years 1989 and 1990. Reconciled these amounts t o the 
filings by the Company in support ot the market based price 
ot Coal and t o the form, FPSC 423, which are f1led on a 
monthly basis with tho Commiosion. 

TRANSFER PRICE - AFFILIATED COMPANY TRANSPORTATION: Compiled 
account 151.10, Fuel Stock coal , for tra n oportat i on costs 
from affiliated compan ies tor the years 1989 and 1990. 
Reconciled these a mounts to the fili ngs by the Company in 
support of tho market based price of transportation and to 
the tore, FPSC <23, which are filed on a monthly basis with 
tho Commission. 

TECO TRANSPORT AND TRADE INVOICES: Manually looked at all 
invoices paid by the Company to affiliates for transportation 
charges to a ff i liates fvr tho years o f 1989 and 1990. 
Compared t he i nvoices to the amounts as booked for 
transportation to Account 151.10, Fuel Cost Coal. 

GATLIFF CONTINGENT BALANCE REPORTS : Obtained, f rom the 
Company, the contingent balance reports f o r the p e riod 10/82 
through 11/88. No audit work was performed on these reports. 

(2) 
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PAGE .•• ~ ... OF .. .15. .. 
AUDIT EXCEPTION NO. 1 

SUBJECT: NON COMPLIANCE - F PSC ORDER 16 4 3 3 

STATEMENT OF PACTS : 

FPSC order 16433, issued 8/1/86, contains a stipulation 
which requires the Company to file both a contingent bolonce 
report ond o n onnua1 report t or the Gat.litf Coal Co::~pany. 

The Company has not filed the contingent balance report 
since the fi ling for the per iod ending 3/31/88. 

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

Tho Company did furn ish, as a part of the information 
requested for the audit, both the contingent balance report and 
the Gatli ff ~nnual Report u?dated to November, 1988. 

The Company is of the opinion that FPSC order 20298, issued 
11/10/88, eliminated tho requirements for both the annual report 
and contingent balanc e report as a result of the change fron a 
cost plus recovery of cost to a mdrket based pricing recovery 
of costs. 

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

OPINIONS: 

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

RECOMMENDATIONS : 

Tho Company should be ordered to comply with FPSC order 
16433 issued 8/l/86. 

COMPANY COMMENTS : 

Tho Company will respond at a later date. 

(3) 
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PAGE .. 7. ... n~ . ../.0.. 
AUDIT EXCEPTION NO. 2 

SUBJECT: NON COMPLIANCE - PPSC ORDER 20298 

STATEMENT OF PACTS: 

Page 13 of FPSC order 20298, issued ll/ 10/88 sea t es, 
" ... TECO agrees to report to the Commission ehe actual 
eransfer prices paid to its affil iates under the coneracts 

" 
Page 14 of FPSC order 20298, issued 11/ 10/88 seat es, 

"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 transportat ion o n all 
coal they purchase, even though in some cases they do not p ay 
the costs to an affiliated company but to the coal supplier. 
This cost is included in the amount reported as the •·•eighted 
average water transportation price , Exh ibits ) and '· pages 
11 and 12, filed by the Company to comply with the requ irement ot FPSC order 20298. 

Note: Audit disclosure Number 2 contains a ~ore det ailed 
discu ssion on how the Company reports its eransportation coots. 

OPINIONS: 

Tho Company has not complied with FPSC o rder 20298 , i~~ued 
11/10/88. The Cumpany is reporting other than actual amounts paid 
to its af filiates tor water borne eransportation. The amounts 
repo rted shoul d represent the amounts ehe Co~pany accr ues on its 
books as payable to TT&T. In addieion this aQount should be 
~ble to be traced to the fuel e xpenses that arc reported by 
the Company tor recovery through t h e fuel adjustmene clausn. 
Without this tie in to the books of the Company the auditor can 
not give an opinion as to whether the amount cla imed is indeed 
within the benchmark established by the Commission. 

RECOM.Hl:NDATIONS: 

The Company should b e ordered t o comply with FPSC order, 
20298, issued 11/10/88. 

COMPANY COM.Hl:NTS: 

The Company wil l respond at a later date. 

(4) 
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AUDIT DISCLOSURE NO. l PJ\GE l OF 2 

SUBJECT : Transter Pric e Methodo l ogy - Ga t l i tf Coal 

STATEMENT OP PACTS: 

The Company calculates the price per ton using the 
base pricP., FOB mine, per the contract plus any subsequent 
price adjustments. 

Quality adjustments are not included in the price of 
Coal tor tronster price reporting. For the year 1989 this 
amounted to $1. 16 per ton tor contr act coal and $ . 94 per 
ton f o r spot cool . For the year 1990 tho amounts were $1.38 
per ton for contract coal and $(.25) per ton for spot coal. 

The Company includes all cool purchased under contract 
with the Gatliff cool Company including up to 300 ,000 tons 
of supplemeutal spot cool. 

For any spot coa l that includes tronsporta~ion charges 
the Company reduces t ho price per ton by the a~ount i t 
~:ould have cost if TT&T had furnished tho transportat ion to 
arrive at a FOB mine amount. 

Normal policy is xo include adjustments through January 
of the following year, however, if an adjustment is known at 
the time of the filing it is included oven though it occurs 
after January. 

There ore ~inor differences in the total as is on the 
books compared to the amount reported to t he Commission. This 
is attributed to t he fact that the amount reported to the 
Commission is token 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 Commiss ion. 

The rounding differences as discussed in the prior 
paragraph do not affect tho average price per ton as reported 
to tho Commission . 

OPINION: 

Tho amount reported to tho Commission as the transfer 
price should be from tho books of the Company and not from the 
FPSC form 423 ' s. The amounts that are filed for recovery tor 
the semi-annual tuel hearings are taken directly from the books 
of tho Company. Since tho transter price reported to t ho 
Commission is to assure that the Company docs not recover more 
than the applicable market price it is essential that tho 
tilin9s t or both the amounts asked semi-annually tor recovery 
and t h o amount r e ported as the transter price come f r om the 
same source. 

(5) 
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PAGE ... ~ .. 1'\e . ...15. 
AUDIT DISCLOSORll NO. 1 PAGE 2 OF 2 

SUBJECT: Transfer Price Methodology - Gatliff coal 

OPINION CONTINUED: 

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

(CI) 
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PAGE .JtJ OF' .16 .... 
~OOXT DI8CL080RE NO. 2 

SU!h7ECT : Trans ! or Price Methodology - Af filiated Transportati on 

STATEMENT OF FACTS : 

To determine tho transfer price for trannportat ion 
the Company reports tho amount as reported on fPSC !ore 
4 23 plus an imbedded amount that represonto the amount paid 
to the supplier to deliver the coal to either a barge pic~: 
up site or to t he Company's storage facilities at Electro 
coal Transfer (ECT) an affiliat ed Company. 

For r eporting on Form 42) , the Company assumes all coal 
purchased in a month ends up at the stations i n the same n onth. 
Therefore tons purchased equal the tons used for the transfer 
price. In actuality t h e coal i s moved enroute to and f rom the 
transfer facilities operated by Electro Coal Transfer, ( ECT), 
a company a ff i l iate. Tho total rece i v ed by ECT a nd the total 
shipped trom ECT are not always equal. 

The Company computes an internal rate t or transportat1 on 
b y 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 tho Form 42 3, the Company applies transportation 
t o the coal that it takes t i tle to. for ~ook purposes the 
Co~pany does not record a payable f o r t ranspor tation until 
the coal is actually received at tho transfer site (ECT). 

The amount reported by the Company f or the transportation 
benchmark for e ach of tho years 1989 and 1990 is more than the 
t o ta l amount recorded on t ho books as payable t o its affi liated 

. companies, TECO Transport ' T r ade (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 coat of fuel and are i ncluded in the fuel 
clause adjustment . The amounts for getting the coa l t o ECT 
from the supplier and getting the coal from ECT t o the stations 
were computed soparatoly and addod togothor to determine a tota l 
cost per t o n paid to aff iliated companies . The reason f or th ls 
was that thnre are d i !!orent rate structures and different 
tons being transported f or a given period. 

The cost per ton tor transpo rta tion pa id t o TT'T per the 
company ' s books, as deterained by the auditor, is $ 0 .11 loss 
per ton for 1989 and $0.10 mor e per ton for 1990 , when 
compared to the Company's t i ling. 

( 7 ) 
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P~GE .. U .... OF ..15 ... 

AUDIT DISCLOSORE NO. 2 PAGE 2 Of 2 

SUBJECT: Transfer Price Metho dology - Affiliated Transportatl ~~ 

OPINION: 

The amount report ed by tho Company o n a per ton basis 
is representati ve ot tho amount paid p e r t on t o its aff iliatcc 
companies. However, the a mount reported i n total is not 
the amount the Company paid tor transportation to its 
affiliates. It is coincidental that tho nvcrago price per 
ton , a s compute d by compa ny and computed by the auditor, are 
so c lose cons idering the many v ariat ions between the 
ca lculations. 

The Company should report what is recorded on its books 
as these are the amounts reported for recovery in t he fuel 
hearings . Th is procedure wou ld also make it muc h easier tor 
the Company ' s f ilings t o be audited. 

Since t he a mount the Company reported is not what was 
act ually recorded on the b ooks for trans po rtation i t is not 
possible for tho audito r t o give an opinion as to whether the 
Company recovered more or l oss than ohould be allowed for the 
ma rket price of transportation. 

COMPANY COMMENTS: 

The Company will respond at a later date . 

(8) 
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... "" ... ,..._. nv. ""'"'""" '"'-c. ~ TAMPA ELECTRJr CCI1PAHY 
(WHC-1) 
DOCUMENT HO. 1 
PAGE 2 OF 2 

PAGE ..J.k.. OF ...l?.. 

COAL HARKET PRICE APPLICATlOH 

Tampa Elec~rlc ~elghted Average per Ton Price of Coal Purchased 

Over/(Under) Bench~ark 

Total Tons Purchased 

Total Cost 

Total Amoun~ Allowable for Recovery through fuel clause 
( S~0 .03 X 2,302, 402) 

Total Cost Over/(Under) Benchmar~ 

CORRECT 
AS FILED AMOUIHS 

s ... .. 
s <0.03 

s .. ... 
2,302,(02 

s 

s 92.!6~1.!52 

~ 

(9) 
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'J.'~/1 ELECTRIC COI'{l'ANY 
(WNC-1) 

DOCUMENT • . .J . 2 /3 l~" 
PACE 2 OF 2 PAGE .... . .. 0~ .. '-.. .. 

SPECIFI ED CONFIDENTIAL 
CO~L MARKET PRICE APPLIC~TI ON - 1990 

Tampa Electric Weighted Ave r age per 
Ton Price o! Coal Pu rchased 

Coal P r ice Benchmark 

Ove r /(Under) Benchmark 

Total Tons Pu~chased in 1990 

Total Cost in 1990 

Total Amount Allowable f or Recovery 
u·s.i ng Benchmark 
($39.33 X 2 . 281,636 ) 

Total Cost Over/(Under ) Benchmark - 1990 

?rior Years' Ccmulative Bene!i~ 
i.e., Total Cost Ovcr/(Und~~l 
Benchmark (1988·1989) 

Net Benefi t !or 1988-1990 

(10) 
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t..AII.6U A I " """' • ·==-
DOCKET NO. gr~~Ol-E I 
TAMPA ELECTR. COMPANY 
( llliC-1) 
00C'"11] lT NO. 2 
PAGE 2 OF 2 

TRANSPORTATION MARKET PRICE APPLICATION 

Tampa Electric Weighted Average per ton 
Water Transpor tation Price from All 
Tampa Electric Coal Sources 
(Sl04,454,374 dfv lded by 6,219 ,851) 

Transportation Benchmark 

Over/(Under) Benchmark 

Total To~s Transported 

Total Transportation Cost 

Total Amount Al lowable for Recovery 
through Fuel Clause 
(S20 . 5J X 6 ,219,851) 

Total Cost over/(under) Benchmark 

s 16 . 79 

20 . 53 

s (3 . 74) 

6,219.851 

: 104,45~.374 

Sl27,693,541 

llll..ill..!ill 

( ll) 
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DOCUMENT NO. 1 
PI\C£ 2 OF 2 

SPECIFIED CONFIDENTIAL 
TRANSPORTATION MARKET PRICE /~PLlCI\TION 

Tampa Electric Weighted Average per ton 
Water Transportation Price !rom All 
Tampa Electric Coal Sources 
($10~.489.852 divided by 6.094,663) 

Transportatio~ Senchmark 

s .. 
24.17 

Over/(Under) Benc~~ark S ~ 
Totnl Tons Transported in 1990 6.094,663 

Total Transportation Cost in 1990 

Total Amount AlloYable !or Recovery 
Using Benchmark 
($2~.17 X 6,094,663) 

Tota~ Cost Ove~/(Under) Benchma~k - 1990 

P•io~ Years' C~mulative aene!i~ 
(1986-1969) 

Net Bene fit for 1988-1990 

(12) 
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