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

Re: Fuel and Purchased Power Cost Recovery Clause
and Generating Performance Incentive Factor

Dear Ms. Bayo:

Enclosed for filing in the above docket are the original and
ten (10) copies of Tampa Electric Company’s Request for Specified
Confidential Treatment of portions of Forms 423-1(a), 423-2, 423~
2(a) and 423-2(b) for the month of May 1995.

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

writer.
Thank you for your assistance in connection with this matter.
Sincerely,

_"‘—-7

mes D. Beasley

JDB/pp
encls.

cc: All Parties of Record (w/enc.)
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Fuel and Purchased Power )
Cost Recovery Clause and ) DOCKET NO. 950001-EI
Generating Performance Incentive ) FILED: July 17, 1995
)
)

Factor.

TAMPA ELECTRIC COMPANY'S

Pursuant to §366.093, Fla. Stat., Tampa Electric Company
("Tampa Electric" or "the company®) submits the following Request
for Specified Confidential Treatment of the company’s Forms 423-
1(a), 423-2, 423-2(a) and 423-2(b) for the month of May 1995:

1. Attached hereto as Exhibit "A" is a detailed
justification for the requested confidential treatment of the
highlighted portions of Tampa Electric’s 423 Forms for the nonth of
May 1995.

2. Tampa Electric requests that the information for which
Tampa Electric seeks confidential classification not  |be
declassified until the dates specified in Exhibit "B" to this
request. The time periods requested are necessary to allow Tampa
Electric’s affiliated companies to negotiate future contracts
without their competitors (and other Customers) having access to
information which would adversely affect the ability of these
affiliates to negotiate future contracts. The period of time
regquested will ultimately protect Tampa Electric and its Customers.

3. The material for which classification is sought is
intended to be and is treated by Tampa Electric and its affiliates
as private and has not been disclosed.
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WHEREFORE, Tampa Electric submits the foregoing as its request

for confidential treatment of the information identified as Exhibit

&

DATED this /7= day of July, 1995.

"A“ »

Respectfully submitted,

ES D. BEASLEY

Macfarlane Ausley Ferguson & McMullen
Post Office Box 391

Tallahassee, Florida 32302

(904) 224-9115

ATTORNEYS FOR TAMPA ELECTRIC COMPANY




CERTIFICATE OF BERVICE

1 HEREBY CERTIFY that a true copy of the foregoing Request for

Specified confidential Treatment,
Company, has been furnished by U. S. Mail on this
1995 to the following individuals:

Ms. Martha C. Brown¥

Ms. Mary Elizabeth Culpepper

Division of Legal Services

Florida Public Service
Commission

101 East Gaines Street

Tallahassee, FL 32399-0863

Mr. James A. McGee

Senior Counsel

Florida Power Corporation
Post Office Box 14042

st. Petersburg, FL 33733

¥r. Joseph A. McGlothlin

Ms. Vicki Gordon Kaufman

McWhirter, Reeves, McGlothlin,
Davidson & Bakas

315 S. Calhoun St., Suite 716

Tallahassee, FL 32301

Mr. Jack Shreve

Office of Public Counsel
Room 812

111 West Madison Street
Tallahassee, FL 32399-1400

Mr. Matthew M. Childs
Steel Hector & Davis
Suite 601

215 South Monroe Street
Tallahassee, FL 32301

Mr. John W. McWhirter

Mcwhirter, Reeves, McGlothlin,
Davidson & Bakas

Post Office Box 3350

Tampa, FL 33601

Ms. Suzanne Brownless
Suzanne Brownless P.A.
1311-B Paul Russell Road
Tallahassee, FL 32301

filed on behalf of Tampa Electric

day of July

Mr. Floyd R. Self

Messer, Vickers, Caparello,
Madsen, Lewis, Goldman & Metz

Post Office Box 1876

Tallahassee, FL 32301-1876

Mr. G. Edison Heolland, Jr.
Beggs & Lane

Post Office Box 12950
Pensacola, FL 32576

Mr. Barry Huddleston

Destec Energy

2500 CityWest Blvd. Suite 15v
Houston, TX 77042

Mr. Eugene M. Trisko
Post Office Box 596
Berkeley Springs, WV 25411

Mr. Roger Yott

Air Products & Chemicals, Inc.
7540 Windsor Drive, Suite 301
Allentown, PA 18195

Mr. Richard J. Salem

Ms. Marian B. Rush

Salem, Saxon & Nielsen, P.A.
Post Office Box 3399

Tampa, FL 33601

Mr. Peter J. P. Brickfield
Brickfield, Burchette & Ritts
1025 Thomas Jefferson St. N.W.
Eighth Floor, West Tower
Wwashington, D.C. 20007-0805

Mr. Stephen R. Yurek
Dahlen, Berg & Co.

2150 Dain Bosworth Plaza
60 South Sixth Street
Minneapolis, MN 55402

Y~
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TAMPA ELECTRIC COMPANY

Docket No. 950001-EI
July, 1995

Justification for Confidentiality of May, 1995 Report:
Tampa Electric Company

FORM LINE(S) COLUMN RATIONALE
423-1(a) 1~ 10 H (1)
423-1(a) 1 - 10 I (2)
423-1(a) 1 - 10 J (2)
423-1(a) 1 - 10 K (2)
423-1(a) 1 - 10 L (2)
423-1(a) 1 - 10 M (2), (3)
423-1(a) 1 - 10 N (2), (4)
423-1(a) 1 - 10 o (2)

Rationale for Confidentiality:

(1) This information is contractual information which, if made
public, "would impair the efforts of Tampa Electric to contract
for goods or services on favorable terms." Section
166.093(3) (d), Fla. Stat. The information shows the price
which Tampa Electric has paid for No. 2 fuel oil per barrel for
specific shipments from specific suppliers. This information
would allow suppliers to compare an individual supplier’s price
with the market "for that date of delivery" and thereby
determine the contract pricing formula between Tampa Electric
and that supplier.

Disclosure of the invoice price would allow suppliers to
determine the contract price formula of their competitors. The
knowledge of each other’s prices would give suppliers
information with which to actually control the pricing in No.
2 oil by either all quoting a particular price or adhering to
a price offered by a major supplier. This could reduce or
eliminate any opportunity for a major buyer, like Tampa
Electric, to use its market presence to gain price concessions
from any individual supplier. The end result is reasonably
likely to be increased No. 2 fuel oil prices and, therefore,
increased electric rates.

Exhibit "A"




(2)

(3)

(4)

The contract data found in Columns I through O are algebraic
functions of Column H. Thus, the publication of these columns
together, or independently, could allow a supplier to derive
the invoice price of No. 2 oil paid by Tampa Electric.

For fuel that does not meet contract requirements, Tampa
Electric may reject the shipment, or accept the shipment and
apply a quality adjustment. This is, in effect, a pricing term
which is as important as the price itself and is therefore
confidential for the reasons stated in paragraph (1) relative
to price concessions.

This column is as important as H from a confidentiality
standpoint because of the relatively few times that therc are
quality or discount adjustments. That is, Column N will equal
Column H most of the time. Consequently, it needs to be
protected for the same reason as set forth in paragraph (1).




Justification for Confidentiality of May, 1995 Report:
Electro-Coal Transfer Facility - Big Bend Station

FORM LINE(SB) COLUMN RATIONALE
423-2 1 - 10 G 1); (3)
423-2 1 - 10 H (2)

Rationale for Confidentiality:

(1)

Disclosure of the effective purchase price "would impair the
efforts of Tampa Electric to contract for goods or services on
favorable terms." Section 366.093(3)(d), Fla. Stat.
Additionally, prohibiting the purchase price would enable one
to ascertain the total transportation charges by subtracting
the effective purchase price from the delivered price at the
transfer facility, shown in Column I. Any competitor with
knowledge of the total transportation charges would be able to
use that information in conjunction with the published
delivered price at the Electro-Coal Transfer Facility to
determine the segmented transportation costs, i.e., the
separate breakdown of transportation charges for river barge
transport and for deep water transportation across the Gulf of
Mexico from the transfer facility to Tampa. It is this
seagmented transportation cost data which is proprietary and
confidential. The disclosure of the segmented transportation
costs would have a direct impact on Tampa Electric’s future
fuel and transportation contracts by informing potential
bidders of current prices paid for services provided. That
harm, which would flow to Tampa Electric and its Customers from
such disclosure, was the subject of Prepared Direct Testimony
of Mr. John R. Rowe, Jr. on behalf of Tampa Electric in Docket
No. 860001-EI-D. A copy of Mr. Rowe’s Direct Testimony from
the September 29, 1986 hearing in that docket is attached
hereto as Exhibit "A" and by reference made a part hereof.

In the Commission’s Order No. 12645 issued in Docket No.
830001-EU on November 3, 1983 (In re: Investigation of Fuel
Adjustment Clauses of Electric Utilities), the Commission
prescribed the current 423 Form filings. In so doing, the
Commission observed:

Next, we must determine whether any portion
of the monthly reports should be accorded
confidential treatment. We agree that certain
portions of the monthly reports will contain
proprietary confidential business information.
However, many portions of the monthly reports
will not. The proprietary information for all
types of fuel is transportation. Any breakout

-3 -




(<)

(3)

of transportation costs must be treated
confidentially. In addition, F.O.B. mine prices
for coal is proprietary in nature as is the
price of fuel oil. Disclosure of separate
transportation or F.0.B. mine prices would have
a direct impact on a utility’s future fuel and
transportation contracts by informing potential
bidders of current prices paid for services.
Disclosure of fuel oil prices would have an
indirect effect wupon bidding suppliers.
Suppliers would be reluctant to provide
significant price concessions to an individual
utility if prices were disclosed because other
purchasers would seek similar concessions.

The vigorous competition discussed in Mr. Rowe’s earlier
testimony, as recognized by the Commission, justifies
proprietary confidential treatment of the information in Column
G.

The disclosure of this information "would impair the efforts
of Tampa Electric to contract for goods or services on
favorable terms." Section 366.093(3)(d), Fla. Stat. As was
stated in (1), Columns G and H both need conf idential
protection because disclosure of either column will enable
competitors to determine the segmented transportation charges.
Accordingly, the same reasons discussed in (1) likewise apply
with regard to Column H.

Disclosure of this information "would impair the efforts of
Tampa Electric to contract for goods and services on favorable
terms." Section 366.093(3)(d), Fla. Stat. This information
would inform other potential suppliers as to the price Tampa
Electric is willing to pay for coal. This would give present
and potential coal suppliers information which could be harmful
to Tampa Electric’s interests in negotiating coal supply
agreements. This is much the same as paragraph (1) under Form
423-1(a) regarding No. 2 oil suppliers.




Justification for Confidentiality of May, 1995 Report:
Electro-Coal Transfer Facility - Big Bend Station

FORM LINE(8) COLUMN RATIONALE
423-2(a) 1 - 10 4 (1)
423-2(a) 1 - 10 J (2)
423-2(a) 1 - 10 L (3)

Rationale for Confidentiality:

(1)

(2)

(3)

If the original invoice price is made public, one can subtract
the original invoice price from the publicly disclosed
delivered price at the Electro-Coal Transfer Facility and
thereby determine the segmented river transportation cost.
Disclosure of the river transportation cost "would impair the
efforts of Tampa Electric to contract for goods or services on
favorable terms." Section 366,093(3)(d), Fla. sStat.
Additional justification appears in Exhibit "A" and in
paragraph (1) of the rationale for confidentiality of Column
G of Form 423-2 (Electro-Coal Transfer Facility - Big Bend
Station).

This information, like that contained in Column H, would enable
a competitor to "back into" the segmented transportation cost
using the publicly disclosed delivered price at the Electro-
Coal Transfer Facility. This would be done by subtracting the
base price per ton from the delivered price at Electro-Coal,
thereby revealing the river barge rate. Such disclosure "would
impair the efforts of Tampa Electric to contract for goods or
services on favorable terms." Section 366.093(3)(d), Fla.
Stat. Additional justification appears in Exhibit "A" and in
paragraph (1) of the rationale for confidentiality of Column
G of Form 423-2 (Electro-Coal Transfer Facility - Big Bend

Station).

This information, if publicly disclosed, would enable a
competitor to back into the segmented waterborne transportation
costs using the already publicly disclosed delivered price of
coal at the Electro-Coal Transfer Facility. Such disclosure
wwould impair the efforts of Tampa Electric to contract for
goods or services on favorable terms." Section 366.093(3) (d},
Fla. Stat. Additional justification appears in Exhibit "A" and
in paragraph (1) of the rationale for confidentiality of Column
G of Form 423-2 (Electro-Coal Transfer Facility - Big Bend
Station).




Justification for Confidentiality of May, 1995 Report:
Electro-Coal Transfer Facility - Big Bend Station
FORM LINE(B) COLUMN RATIONALE
423-2(b) 1 - 10 G (1)
423-2(b) 1 - 10 I (2)
423-2(b) 1 - 10 K (3)
423-2(b) 1 - 10 L (3)
423-2(b) 1 - 10 M (3)
423-2(b) l1 - 10 N (3)
423-2(b) 1 - 10 0 (3)
423-2(b) 1 - 10 P (3)

Rationale for Confidentiality:

(1)

(2)

(3)

Disclosure of the effective purchase price in Column G "would
impair the efforts of Tampa Electric to contract for goods or
services on favorable terms." Section 366.093(3)(d), Fla.
Stat. Such disclosure would enable a competitor to "back into"
the segmented transportation cost using the publicly disclosed
delivered price for ccal at the Electro-Coal Transfer Facility.
This would be done by subtracting the effective purchase price
per ton from the price per ton delivered at Electro-Coal,
thereby revealing the river barge rate. Additional
justification appears in Exhibit "A" and in paragraph (1) of
the rationale for confidentiality of Column G of Form 423-2
(Electro-Coal Transfer Facility - Big Bend Station). Such
disclosure would also adversely affect Tampa Electric’s ability
tc negotiate future coal supply contracts.

Disclosure of the rail rate per ton would adversely affect the
ability of Tampa Electric affiliate, Gatliff Coal, to negotiate
favorable rail rates. Disclosure of the rail rates paid would
effectively eliminate any negotiating leverage and could lead
to higher rail rates. This would work to the ultimate
detriment of Tampa Electric and its Customers. Accordingly,
disclosure of this information "would impair the efforts of
Tampa Electric to contract for goods or services on favorable
terms." Section 366.093(3)(d), Fla. Stat.

These columns contained information the disclosure of which
"would impair the efforts of Tampa Electric to contract for
gocds or services on favorable terms." Section 366.093(3) (d),
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Fla. Stat. Each of these columns provides specific information
on segmented transportation costs which are the primary objects
of this request. Additional justification appears in Exhibit
"A" and in paragraph (1) of the rationale for confidentiality
for Column G on 423-2 (Electro-Coal Transfer Facility - Big

Bend Station).




Just

ification for Confidentiality of May, 1995 Report:

Electro-Coal Transfer Facility - Gannon Station

FORM

LINE(8) COLUMN RATIONALE

423-2 1 -3 G (1), (3)

423-2 1 -3 H (2), (3)

Rationale for Confidentiality:

(1)

(2)

(3)

This information is the same as reported on the earlier Form
423-2 with the exception that this form pertains to Gannon
Station as opposed to Big Bend Station. Disclosure of the
effective purchase price "would impair the efforts of Tampa
Electric to contract for goods or services on favorable terms."
Section 366.093(3) (d), Fla. Stat., for the same reasons as are
et forth under the rationale for protecting Column G in Form
423-2 (Electro-Coal Transfer Facility - Big Bend Station).

The disclosure of this information "would impair the efforts
of Tampa Electric to contract for goods or services on
favorable terms." Section 366.093(3)(d), Fla. stat., for the
same reasons asserted under (2) of the Rationale fcr
Confidentiality for the Form 423-2 pertaining to Big Band
Station. Essentially, both Columns G & H both need
confidential protection to prevent a competitor from "backing
into" the segmented transportation charges.

Disclosure of the effective purchase price of Gatliff coal
"would impair the efforts of Tampa Electric to contract for
goods or services on favorable terms." Section 366.093(3)(d),
Fla. Stat.




Justification for Confidentiality of May, 1995 Report:
Electro-Coal Transfer Facility - Gannon Station

FORM LINE(B) COLUMN RATIONALE
423-2(a) 1 -3 H (1)
423-2(a) 1 -3 J (2)
423-2(a) 1 -3 L (3)

Rationale for Confidentiality:

(1)

(2)

(3)

If the original invoice price is made public, one can subtract
the original invoice price from the publicly disclosed
delivered price at the Electro-Coal Transfer Facility and
thereby determine the segmented river transportation cost.
Disclosure of the river transportation cost "would impair the
efforts of Tampa Electric to contract for goods or services on
favorable terms." Section 366.093(3)(d), Fla. Stat.
Additional justification appears in Exhibit "A"™ and in
paragraph (1) of the rationale for confidentiality of Coluan
G of Form 423-2 (Electro-Coal Transfer Facility - Big Bend

Station).

This information, like that contained in Column H, would enable
a competitor to "back into" the segmented transportation cost
using the publicly disclosed delivered price at the Electro-
Coal Transfer Facilityv. This would be done by subtracting the
base price per ton from the delivered price at Electro-Coal,
thereby revealing the river barge rate. Such disclosure "would
impair the efforts of Tampa Electric tec contract for goods or
services on favorable terms." Section 366.093(3)(d), Fla.
stat. Additional justification appears in Exhibit "A" and in
paragraph (1) of the rationale for confidentiality of Column
G of Form 423-2 (Electro-Coal Transfer Facility - Big Bend

Station).

This information, if publicly disclosed, would enable a
competitor to back into the segmented waterborne transportation
costs using the already publicly disclosed delivered price of
coal at the Electro-Coal Transfer Facility. Such disclosure
"would impair the efforts of Tampa Electric to contract for
goods or services on favorable terms." Section 366.093(3) (d),
Fla. Stat. Additional justification appears in Exhibit "A"™ and
in paragraph (1) of the rationale for confidentiality of Column
G of Form 423-2 (Electro-Coal Transfer Facility - Big Bend

Station).



Justification for Confidentiality of May, 1995 Report:
Electro-Coal Transfer Facility - Gannon Station

FORM LINE(S) COLUMN  RATIONALE
423-2(b) 1 -3 G (1)
423-2(b) 1 ~3 I (2)
423-2(b) 1 -3 K (3)
423-2(b) 1 -3 L (3)
423-2(b)  SIC T M (3)
423-2(b) 1 -3 N (3)
423-2(b) 1 -3 o (3)
423-2(b) 1 -3 P (3)

Rationale for Confidentiality:

(1)

(2)

Disclosure of the effective purchase price in Column G "would
impair the efforts of Tampa Electric to contract for goods or
services on favorable terms." Section 366.093(3)(d), Fla.
Stat. Disclosure of the original invoice price per ton would
enable a competitor to "back into" the segmented transportation
cost using the publicly disclosed delivered price for coal at
the Electro-Coal Transfer Facility. This would be done by
subtracting the original invoice price per ton from the price
per ton delivered at Electro-Coal, thereby revealing the river
barge rate. Additional justification appears in Exhibit "A"
and in paragraph (1) of the rationale for confidentiality of
column G of Form 423-2 (Electro-Coal Transfer Facility - Big

Bend Station).

Disclosure of the rail rate per ton would adversely affect the
ability of Tampa Electric and its affiliates to negotiate
favorable rail rates with the varioue railroads serving areas
in the vicinity of the river terminals used by Tampa Electric’s
affiliate, Gatliff Coal Company. This coal is shipped from
different terminals which affords Gatliff some leverage in
negotiating with the railroads. Disclosure of the rail rates
paid would effectively eliminate this leverage and lead to
higher rail rates. This would work to the ultimate detriment
of Tampa Electric and its Customers. Accordingly, disclosure
of this information "would impair the efforts of Tampa Electric
to contract for goods or services on favorable terms." Section

366.093(3) (d), Fla. Stat.
- 10 -




(3) These columns contained information the disclosure of which
"would impair the efforts of Tampa Electric to contract for
goods or services on favorable terms." Section 366.093(3) (d),
Fla. Stat. Each of these columns provides specific information
on segmented transportation costs which are the primary objects
of this request. Additional justification appears in Exhibit
"A" and in paragraph (1) of the rationale for confidentiality
for Column G on 423-2 (Electro-Coal Transfer Facility - Big
Bend Station).
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Just
Big

FORM
423-

£23-

ification for Confidentiality of May, 1995 Report:
Bend Station

LINE(8) COLUMN RATIONALE
2 1 G (1)
2 1 H (2)

Rationale for Confidentiality:

(1)

(2)

Disclosure of the effective purchase price "would impair the
efforts of Tampa Electric to contract for goods or services on
favorable terms."™ Section 366.093(3)(d), Fla. Stat. One can
subtract the information in this column from the figure in
Column I and obtain the segmented transportation cost including
transloading and ocean barging.

The disclosure of this information "would impair the efforts
of Tampa Electric to contract for goods or services on
favorable terms." Section 366.093(3)(d), Fla. Stat.
Essentially, both Columns G & H both need confidential
protection to prevent a competitor from determining the
segmented transportation charges.
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Justification for Confidentiality of May, 1995 Report:
Big Bend Btaticn

FORM LINE(B) COLUMN RATIONALE
423-2(a) 1 H (1)
423-2(a) 1 J (2)
423-2(a) 1 L (3)

Rationale for Confidentiality:

(1)

(2)

(3)

If the original invoice price is made public, one can subtract
the original invoice price from the publicly disclosed F.O.B.
plant price at the Electro-Coal Transfer Facility and thereby
(letermine the segmented terminating and ocean barge
transportation cost. Disclosure of the terminating and ocean
barge costs "would impair the efforts of Tampa Electric to
contract for goods or services on favorable terms." Section
366.093(3) (d), Fla. Stat. Additional justification appears in
Exhibit "A" and in paragraph (1) of the rationale for
confidentiality of Column G of Form 423-2 (Big Bend Station).

This information, like that contained in Column H, would enable
a competitor to "back into" the segmented transportation cost
using the publicly disclosed F.0.B. plant price. This would
be done by subtracting the base price per ton from the F.0.B.
plant price at Big Bend Station, thereby revealing the
terminating and ocean barge rate. Ssuch disclosure "would
impair the efforts of Tampa Electric to contract for goods or
services on favorable terms." Section 366.093(3)(d), Fla.
Stat. Additional justification appears in Exhibit "A" and in
paragraph (1) of the rationale for confidentiality of Column
G of Form 423-2 (Big Bend Station).

This information, if publicly disclosed, would enable a
competitor to back into the segmented terminating and ocean
barge transportation costs using the already publicly disclosed
F.0.B. plant price at Big Bend Station. Such disclosure "would
impair the efforts of Tampa Electric to contract for goods or
services on favorable terms." Section 366.093(3)(d), Fla.
Stat. Additional justification appears in Exhibit "A" and in
paragraph (1) of the rationale for confidentiality of Column
G of Form 423-2 (Big Bend Station).
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Justification for Confidentiality of May, 1995 Report:
Big Bend Btation

FORM LINE(8) COLUMN RATIONALE
423-2(b) 1 G (1)
423-2(b) 1 I (2)
423-2(b) 1 K (3)
423-2(b) 1 L (3)
423-2(b) 1 M (3)
423-2(b) 1 N (3)
423-2(b) : o (3)
423-. (b) 1 P (3)

Rationale for Confidentiality:

(1)

(2)

(3)

Disclosure of the effective purchase price in Column G "would
impair the efforts of Tampa Electric to contract for goods or
services on favorable terms." Section 366.093(3)(d), Fla.
stat. Disclosure of the effective purchase price per ton would
enable a competitor to "back into" the segmented transportation
cost using the publicly disclosed F.0.B. plant price for coal.
This would be done by subtracting the effective purchase price
per ton from the F.0.B. plant price per ton at Big Bend
Station, thereby revealing the terminating and ocean barge
rate. Additional justification appears in Exhibit "A" and in
paragraph (1) of the rationale for confidentiality of Column
G of Form 423-2 (Big Bend Station).

Disclosure of the rail rate per ton would adversely affect the
ability of Tampa Electric and its affiliates to negotiate
favorable rail rates with the various railroads serving areas
in the vicinity of Tampa Electric’s coal suppliers. Disclosure
of the rail rates paid would effectively eliminate any leverage
and lead to higher rail rates. This would work to the ultimate
detriment of Tampa Electric and its Customers. Accordingly,
disclosure of this information "would impair the efforts of
Tampa Electric to contract for goods or services on favorable
terms." Section 366.093(3)(d), Fla. Stat.

These columns contained information the disclosure of which
mwould impair the efforts of Tampa Electric to contract for
goods or services on favorable terms." Section 366.093(3) (d),
Fla. Stat. Each of these columns provides specific information
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on segmented transportation costs which are the primary objects
of this request. Additional justification appears in Exhibit
"A" and in paragraph (1) of the rationale for confidentiality
for Column G on 423-2 (Bid Bend Station).
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Justification for Confidentiality of May, 1995 Report:
Gannon Station

FORM LINE(8) COLUMN BATIONALE
423-2 1«3 G (1)
423-2 1-~3 H (2)

Rationale for Confidentiality:

(1)

(2)

This information is the same as reported on the earlier Form
423-2 with the exception that this form pertains to Gannon
Station as opposed to Big Bend Station. Disclosure of the
effective purchase price "would impair the efforts of Tampa
Electric to contract for goods or services on favorable terms."
Section 366.093(3){(d), Fla. Stat., for the same reasons as are
set forth under the rationale for protecting Column G in Form
423-2 (Big Bend Station).

The disclosure of this information "would impair the efforts
of Tampa Electric to contract for goods or services on
favorable terms." Section 366.093(3)(d), Fla. Stat., for the
same reasons asserted under (2) of the Rationale for
confidentiality for the Form 423-2 pertaining to Big Bend
Station. Essentially, both Columns G & H both need
confidential protection to prevent a competitor from
determining the segmented transportation charges.
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Justification for Confidentiality of May, 1995 Report:
Gannon Btation

FORM LINE(8) COLUMN RATIONALE
423-2(a) 1 -3 H (1)
4z3-2(a) 1 -3 J (2)
423-2(a) 1 -3 L (3)

Rationale for Confidentiality:

(1)

(2)

(3)

If the original invoice price is made public, one can subtract
the original invoice price from the publicly disclosed F.O.B.
price at Gannon Station and thereby determine the segmented
terminating and ocean barge transportation cost or rail rate.
Disclosure of these transportation costs "would impair the
efforts of Tampa Electric to contract for goods or services on
favorable terms." Section 366.093(3)(4d), Fla. Stat.
Additional Jjustification appears in Exhibit "A" and in
paragraph (1) of the rationale for confidentiality of Column
G of Forn 423-2 (Big Bend Station).

This information, like that contained in Column H, would enable
a competitor to "back into" the segmented transportation cost
using the publicly disclosed delivered price at Gannon Station.
This would be done by subtracting the base price per ton from
the F.0.B. plant price at Gannon Station, thereby revealing the
terminating and ocean barge rate or rail rate. Such disclosure
"would impair the efforts of Tampa Electric to contract for
goods or services on favorable terms." Section 366.093(3) (d),
Fla. Stat. Additional justification appears in Exhibit "A" and
in paragraph (1) of the rationale for confidentiality of Column
G of Form 423-2 (Big Bend Station).

This information, if publicly disclosed, would enable a
competitor to back into the segmented terminating or ocean
barge transportation costs or rail rate using the already
publicly disclosed F.0.B. plant price of coal at Gannon
Station. Such disclosure "would impair the efforts of Tampa
Electric to contract for goods or services on favorable terms."
Section 366.093(3)(d), Fla. Stat. Additional justification
appears in Exhibit "A" and in paragraph (1) of the rationale
for confidentiality of Column G of Form 423-2 (Gannon Station).
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Justification for Confidentiality of May, 1995 Report:
Gannon Station

FORM LINE(8) COLUMN RATIONALE
423-2(b) 1 -3 G (1)
423-2(b) 1 -3 I (2)
423-2(b) 1 -3 K (3)
423-2(b) 1 -3 L (3)
423-2(b) 1 -3 M (3)
423-2(b) 1 -3 N (3)
423-2(b) 1 -3 0 (3)
423-2(b) 1 -3 P (3)

Rationale for Confidentiality:

(1)

(2)

(3)

Disclosure of the effective purchase price in Column G "would
impair the efforts of Tampa Electric to contract for goods or
services on favorable terms." Section 366.093(3)(d), Fla.
stat. Disclosure of the effective purchase price per ton would
enable a competitor to "back into" the segmented transportation
cost using the publicly disclosed F.0.B. plant price for coal
at Gannon Station. This would be done by subtracting the
effective purchase price per ton from the price per ton
delivered at Gannon Station, thereby revealing the terminating
and ocean barge rate or rail rate. Additional justification
appears in Exhibit "A" and in paragraph (1) of the ratiorzle
for confidentiality of Column G of Form 423-2 (Big Bend

Station).

Disclosure of the rail rate per ton would adversely affect the
ability of Tampa Electric affiliate, Gatliff Coal, to negotiate
favorable rail rates. Disclosure of the rail rates paid would
effectively eliminate any negotiating leverage and could lead
to higher rail rates. This would work to the ultinmate
detriment of Tampa Electric and its Customers. Accordingly,
disclosure of this information "would impair the efforts of
Tampa Electric to contract for goods or services on favorable
terms." Section 366.093(3)(d), Fla. Stat.

These columns contained information the disclosure of which
"would impair the efforts of Tampa Electric to contract for
goods or services on favorable terms." Section 366.093(3) (d),
Fla. Stat. Each of these columns provides specific information

- 18 =




on segmented transportation costs which are the primary objects
of this request. Additional justification appears in Exhibit

"A" and in paragraph (1) of the rationale for confidentiality
for Column G on 423-2 (Big Bend Station).
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JOEN R. ROWE, JR.

'will vou please state your name, adéress znd occupatlion,

My nzme is John R. Rowe, Jr. My business address Is 702
North TFranklin Street, Tampa, Floricda 23602. I an

rtssistant Vice President of Tampa Zlectric Company.

Plezse describe vour educztional background and business

rlabama; Evansville, Indizna; and ¥e. Lebezncn,
Pennsyvlvania. I was crcaduzted in June, 1862 Zrom the

Georcia Instituite of Technology with 2 Zachelor cI Sclence

Gegree in Industrizl Management, and Zrom the Unive:rsizy
cf South Tleriéa in Marzch, 1971 with a Maester o 3Business

2éminiszration degree. I 2m 2 Certified >u
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licenseé %o practice in Florida and 2 member oI the

| e

tute of CPAs, the FTleriée Institute ol CPhs,

~American Inst
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Tampa Zlectric Company in July, 1862 and I have servw
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various cazpacities in the Personnel, Customer Accountiing,
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Credit, Genezazl Accounting znd Budget Departments over the
past 23 years. I became hssistent Controller in 1874,
Contzoller 3in 1981, and I was elected o my present
oosition as Assistant Vice President in Rpril, 18B4. My
present responsibilities include coordination of
accounting and regulatory matters before this Commission
(FPSC) =and the TFederal ZEpergy Regulatory Coeommission

(FERC). I have presented testimony before this Commission
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n other proceecdings.

What is the purpose of vour testimony?

The purpose of my <testimony is to respond to various zreas
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cf Comxzission and company  conceIn recacd

{alicy of certain fuel cost informztion supzlied

rr

confiden

to the Commission. I intend to demonstrate whv scme cf

&

"s#he gata which is supplied in regular monthly reporis on

fuel costs to +this Commission should be excludeéd Z:-oz

seblic éisclosuze as being "proprietary conficdenti:zl

business information™ 25 defined by Section 366.0%2,

h)

lorida Stztutes.

Does Tampe EIlecizic object to providing the Commissicn
wit} & ceport detziling 211 >uzcheses of Zfuel

transportation 2nd fuel handling services?
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No. Tampe Electiric does not object to continuing <o
furnish to the Commission the information it neeés =0

-

review company expenéitures for Zfuvel, trensportation ang

fuel hanéling services. Bowever, 25 I will describe
later, 4§t is clearly in the best interests o©of <:he
ratepavers and the company for this Commission to continue

(i3

© trezt certzin of this information submitted =as

"Specified Confidentizl."
What portion of the report should be confidentizl?

The cost of water +transportetion ©0f coal which is billed

to the regulated company by an 2ffiliated company shouléd

be +reated 25.confidential. Tarpa Zlectric formed 2 waier

"

transpostation syvstenm for the transport of coca2l in the
1950's which not only provides the necessary secvices Zes
Tampa Zlectric but z2lso enjoys additionazl economies as is

rovides competitive services to outside customers.

systen has saved our electric customers many nillions of
éollars in transpeortaztion costs over the vears and these
savincs a2re likely to continue in the future so long as
the aZffilipted compenies acze eble ¢to maintain theis
cormpetitive edce. Through this transpo-taticn sysienm
Zlectric's effilizted companies are able to move cozl oy

from sources Iin FRentucky, Oklazhomz and
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7111inois to 2 terminal on the east benk of the Mississippi
River south of New Orleans for the purpose of off-loading,
storing and transferring coal *o ocean-going barces for
transport to Tampaz. These services are performed by TICO
Transpozt and Trade companies: Mid-South Towing Comzezay,
which handles the co2l by =river barge; ZIZlectro Coal
Transfer Corporaztion, which operates <the storazge and
transfer facility and Gulf Coast Transit Company which

provides ocean-going tugs and barges to move coazl zacrecs

‘+he Gulf of Mexico.

ire Tampa Zlectric affiliates faced with competition?

Yes, +the market Ior bulk commodity <transportazticn Is very

_corpetitive., 2side from the coel tzansportation secvizes

performed for Tampa Electric, the TECO Transpo:st zné Trcade
affiliztes currentl transport coel and cothe: Dbulk
commocdities for other customers a5 well, fhe affiliztes
anticipate +hat a28&itional markets Zor cozl will soon
develecp in Floricda  Zor both industrial and electiric power
cenerzticn purposes, and hope to capture 2 portion cf ihe
tzansportztion demand crezted by those markets. This

me2cket is very compeiitive,

Tamoa Zlectric's t-ansportation effiliates 2re nct encaced

solely in <he one-wey transportation of ccal, however.
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vid-South Towing Company has provided, and continues to
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provide, both upstreanm and downstream transpertztior
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cervices for other bulk commodities, incluéing grain
phosphate products, Electro-Coal Transfer Ceo:porazticn is
involved in <he direct vessel-to-vessel traznsier ¢
2nd other bulk commodities in adédition to the transier cf
cozl and coke on diverse routes, including phesphates Irfcm

Tlorida to New Orleans, 2nd crzin £rom New O:zleans <o

internztiona) markets.

#
0

s commercial enterprises, the affiliates Zace significent

competition for each of the other &transport tion, tzansfer
and storace sezvices that they perform, Opezaztors cn the
inlanéd waterways include approximately 2,000 iIndividual

in
[ ]

cazziers. Tn size +hese cac-riers rance ZIIcom cperazters o©

sincle towbcats to those operazting larce Zleets of wvecsels
zanéd barcges. Only =a very small percentace oI Inland
weterway +rzffic is subject to <regulation. Sxemss

carriers zre no:t cecuired to publish revenues, cperating

dzt2 rz*es or financizl infcrmetion.

with reference +o +the =river tr-ensportetion ©f cczl and

- - -

- othex bulk comnmodities, ¥ig=South Towing Compeny's
srincipel competitors include, among others: the Okio

L

River Company; American Commercial 3arge Line Comgean
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Dravo Mechling Corporation; and The Velley Line Company.
Mid-South Towing =a2lso faces intermocazl competition
the railroads,

Tlectro-Coal Transfer Corporation competes with others fcr
the performance ©f transfer and stofage services.

Slectro-Coal's principal competitors witn both sherecide

L

e

tzans and ground storage cepebilities are:
Intecnationzl Marine Tt:minnl; Burnside Terminels, Inc.;
2nd New Orleans Bulk Terminzl., & portion of the transfer
market is also served by cnm;anieé whose cpecaziions 2arce
mid-stzeanm in +the Mississippi River. Principal emong
+hese is Cocper-Smith Company.
Gulfcoes: Transit Company ccmpetes with meny
other companies +o provide . .ocean-going tug and azge
transportztion service, Principezl zmong these competitors
2re: Dixie Carziers, Inc.; St. 2hillips Towing Comzany;
Sheriéan Towing Company; Red Circle Transport Company; znd

Seker Indus<eries, Inc.

would +the disclosuce ©o0f cost information exposes <the
zffiliates to substantizl competitive ha:mn?

Yes. The cost ©f rcendering bulk commodity transpostetion
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service over a given distance varies little ZIrom one
commodity to another. On a per-ton unit bzsis, it costs a2
szrge company the same amount 10 trensport 2 ton ol grain,
for example, 2s to transport 2 ton of cozl. Rates fo-
bulk commodity transportation service 2150 tend to cshow
little variation Irom one commodity to the nexs:.

In such 2  highly cﬁmpe:i:ive environment, &2 ©civen
company's marke:t share is constantly a2t risk 2nd must De
carefrlly safeguarded, Competitors who are =2ble =o
Eiscern, either directly or indirectly, a civen company's
costs or prefit margin are in a position to canture 2
portion of thazt company's merket sheze by anticipating izs

futpre hids and selectively undercutting I1ts 2rices,
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«ho may be payin
to barcein for more Zfavozable terms freom the company and
among its competitors.

erminants of e company's profit marcin, cf

IEs
(4]

The
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macy oce

"

course, zrze its costs and prices. Not surparisingly, civen

the relative ease wizh which both costs and prices mey be

en= =2
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t-ranslzted f-rom one +voe o©f bulk commodity shizs

ancther, competitors take cgrezt pains 0 concezl thelr
costs ané orices from each other. This Zfact accounts feors

e ————————— . Wi —————
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the scarcity of published information concerning the
£inancizl workines of the unregulated secment oI the

industrv.

Tempa Electric's competitors and customers 2aIe awarle thezt
Tampa Zleciric's water transporiation expense represents
the 2%£filiztes' costs including a retucsn on ecuity. A
company's cost represents the limit of its wvulnerabilicsy
in the sense that it cannot long survive in circumstznces
where coSts exceed rIfevenues, Sustained
below +that perceived marcin would have a cdevastatiing
effect upon the affiliptes' business, anéd would make
ceten~ion cf marke:t shares impossible., Competiters would
be given access to very veluable iInformaticn wiich will
enzble those ZIirms %o arice their sezvice <o theis

acvantace.

Zow Goes <he cpecztion of the competitive business zilect

“he cost oL

Tampa lectzic's pEfiliaved comgan

« s

trensportetion expense?

The increased volumes 2llow for economies cf scele thas

cannot bSe rseglized L Teampa Zlectzis werfe the cnlw
customer o 4+he aZffiliate. Moreover, since Zf£ixed coszs

2ze 2llozated beiween services provided to Tampa Zlectisis
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2nd others on a per ton basis, the backhaul and transler
of c-ain a2nd other bulk commodities reduces the amount of

ixed costs =alloceted o Tampa Electric. IZ the

LAY

1iates' backhazul 2nd other outside customer activity

| Sl

rEZ
:c loet or Giminished, or if transfer zctivity Is lost cue
o *he éisclosure of its competitive position, the cest cof
coel +transportztion to Tampa £Electriec would increase

oroportionately., Actions which  hurt the 2ffillates

competitive position will, therefore, increase the cost cZ
electricity supplied to Tampa Electric's customers. This

Commission therefore should carefully avoid the disclosure

LT

cf the 2ffiliates' costs and prices.

Is Tempa Zlectric satisZied with the Commission's cuccent

of olzcing Tampa Zlectric at 2z disadvantace In Its abllicy
to gcontract for fypel <-ansportation secvices on the most
-2verable terms. This éisclosuce czn e2lso aZiect zcices

s2id by Tamoa EIlecirzic under existing contrazcts whiczh

Cemend on O couid benefis further ZSrom outside business
+5 zeduce cos+s =to Tamsa Zlectric, Durther, I beliave
thet oublic éEisclosure c©f coal prices pald  (withous

S
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traznepeortetion cCOSts) does not increase competition among
suppliers of coal but rather it serves to decrezse thes
antace of the purchzser in negotiatiﬁg lower prices,
otentizl vendors of coazl knew from public éisclosure
+he orices being paid or p:id in the past, I believe thei:
cendency in bidéding or reporting cozl prices tend 3o
center zround known prices. In this uay: the vendors know
thev can offer 2 price lower than the price thet has been

& 2nd exactlv how much lower their price will be. IZ

[

=1
the opresent and past prices peid were not purblicly
available, the vendors would hazve to bid 2s low 2s they
coulZ in hcoes thzt they would bid the Dbest ozice to win

she cent-azt since they have no published guide to tell

themr how low to cuple.

During 211 of this céiscussion you should kee> in =ingé that

Sant
-

mar—a Tlect-ic has no objection to continuing its 1

Cisclosu-e cf fuel transportation cost informetion to th
Commission ca a specified confidential basis. The company
is prowd of its innovative <transpo:It tion svstem and
cesires to continve to share 211 celevant transpoztaztien

coes imfarmasicn with 4he Commission on 2 confidential

Zow éoes this Cormission's fuel cost sespsting
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recuirements 2ffect the confidentizlic

sransportation cost information?

ts reculirenments

The Commission must be very careful in
for public déisclosure of various segments of ZIuvel cost
informetion in order to protect _ the preprietary
transportetion cost information. A reguirement %o
publicly report zny one segment o0f costs could enztle
competitors and transportaztion customers to czlculate the
information sought to be protected.

Dlease illus<rate how confidential infccmation cou

- -

gerived if +he Commission's reporting recuirements a:ce
changec?
This was ZSully discussed in Docket No. EZ0001-2T. On

#pril 24, 1884, the Commission considered Taxsz Zlectiric's

recuest for reconsidecation ©f Order No. 12645, enteres iIn

confidentiel. ‘Tempe Zlecizic's speciliic concern was thas
€iscleosure cf F.0.3' nine mouth and F.0.3 plant price Zles

terminal Zfacilities, would zesult :in <the cisclosure cI
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proprietary confidentizl  business inforrmetion. The
Comnission acreed and determined that the F.O0.3. mine

fiegd

b

mouth and plant prices should be reported on 2z "spec
confidentizl” beasis. The same circumstances exist =ofav

5 el 2s

(=5

2nd the need Zfor confidential <treaztmernt is

critical now &s it was in 19E3.
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Zow would vou recommend the Commission zpprozch

of implementing Section 366.0%3, Flozicda Statutes?

In the case o< Tampa Zlectzic's t-ansportation affiliates,
tne +est should be: is +there & ceasonable mrebabilisy
+nhat cisclosure oI the information in cguesticn wilil
adversely zffect the 2£cil1iated company ané, ultimately,
mamse Zlectric and its Customess? I£ so, <then the
infcrmetion should be trezted 2S5 specified con
informetion which is edxemdt £rom public cEisclosure.

Section 366.083, ~Tlo-ida Statutes, does not 2gpeas 9
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nility ©f hazm. In the czse C- =its

o other contractuzl cztz, the <test ig onlvy whether it

wourld ‘"impeir"™ the effozts of +the »>public uiilisy o
contract fpr services on Z£avorzble terms. I£€ cecziain
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nformetion owught to be protecteéd, even thouch its

cisclosuze would not cuarantee that the competitor will

take business eway from the Tampa Electric e2fffilipte. any
more strincent cor absolute 2 standazd for coniidentialisy

vould demand more <+han is reguired under the statute,
Stated éifferently, if the statute is administered In such
a2 way 25 to prohibit only the disclosize of 2 specific
cost, but not 2 myriad of related informetion Biis e
nints"™ which enable 2 rcesourceful competitor to zinpeint
o:. come verv close to +the specific cost, then <the
oroctecticn 2fZozéed by the statute will indeed be h:
In shezt, we a2évocate fully éisclosing to the Commissien

-he Infp-maticn it needs +to perform its utility coversight

Zenz=ion = bezazuse of the extseme sensitivicy ci the
infgormasion, w2 advoczte éisclosing as little 25 pocsizle

to sublicly zccessible sources, Utility cus

ficiaries of this protection, anéd we hcoe ine

Commiccion will con=inue :op aéminister <the steatute 1o 2

Does this conclude vour testinony?
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CERTIFZLATE OF

ficial Commission RepoIters,

CAROL C. CAUSSEAUX, CSR, RPR, JARE TAU

cf Fuel Cost Recovery Datez, Dochet

££0001-E1-D, was heard by the Florida Public Service

commencing

—2llzhassee,

L

at

shorthand and by stenotype

and place; that

noered

2 ~-ue and accurate transcription of ou:

Flor

|

ida. -

9:25 a.m., Monday, September 28, 1S5E6,

FURTEIR CEZRTIFY that we vere authorized

the proceecincs

the same h2s been recuced o

ko,

- ¢irect supervision, 2nd that the Zo
through 277, Velumes I and 1I, inclvsiy

=

znd stenocivpe notes of said proceecings.

shorthand

TN WITNSSS WEIRSOF, we have hereunto set our nancs a2t
~allazhasses, Leon County, Floricz, this 8th day of October,
1cgs,
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CRROL C.
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i01 S2s% Gaines Strieex
2llahassee, Florida 32301
Telephone (504) (BEB-S9EB0

»IDA PUSLIC SEZRVICEZ COMMISSION




Date of Declassification:

FORM LINE(8) COLUMN DATE
423-1(a) 1 - 10 H=-0 7/17/97
423-2 1 - 10 G - H 7/17/97
423-2(a) 1 - 10 H,J,L 7/17/97
423-2(b) 1-10 G,I,K, L, 7/17/97
M,N,O0,P
Rationale:
Fuel 0il Contract Data:
X. Tampa Electric requests that the confidential information

relating to fuel oil contract data not be declassified until at
least two years after it is classified confidential. Ideally,
Tampa Electric’s interests would be best protected by adopting a
declassification date which is at least 6 months beyond the last
day of the contract period under which the goods identified on Form
423-1(a) were purchased.

2. Tampa Electric’s ability to negotiate future contracts
for No. 2 and No. 6 oil would reasonably likely be impaired if
pricing information as described above were disclosed during the
contract period or prior to the negotiation of a new contract.

3. Tampa Electric typically renegotiates its No. 2 and No.
6 fuel oil contracts and fuel related services contracts prior to
the end of such contracts. Oon occasion some contracts are
renegotiated after the end of the current contract period. 1In this
situation, renegotiations are normally completed within six months.
Thercfore, it is necessary to maintain the confidentiality of the
information identified as confidential on Form 423-1(a) for six
months after the end of the individual contract period the
information relates to.

4. Tampa Electric’s No. 2 contract was renegotiated
effective October 1, 1990 and its No. 6 contract was renegotiated
effective September 1, 1990.

Exhibit "B"




5. In many instances the declassification date proposed
above would be beyond two years from the date the information is
classified. Therefore, and in order to simplify the determination
of a date of declassification date, Tampa Electric is willing to
settle for a declassification date which is two years from the date
the material in question is initially classified. This will avoid
having to refer to contract expiration dates which vary from
contract to contract. At the same time, it will afford Tampa
Electric some minimum period of protection from having this
sensitive information disclosed publicly.

Coa a

6. Tampa Electric also seeks protection of the coal and coal
transportation contract information specified as confidential for
a minimum period of two years.

7. The need for two or more years of confidentiality is
vital not only to Tampa Electric and its ratepayers, but to the
vendors of coal and coal transportation services as well.

8. Bidders for the sale of coal will always seek to optimize
their profit margin. Full knowledge of the prices paid by the
utility for coal enables the bidder to increase the price bid and
thereby optimize the bid from the viewpoint of the seller and to
the detriment of the ratepayer. Tampa Electric firmly believes
that the disclosure of information on prices paid within the last
two years will increase the price Tampa Electric will be required
to pay for coal and will be detrimental to ratepayers.

9. Recent bids received by Tampa Electric contained a $4.17
per ton spread between the bids. The low bid undoubtedly would
have been higher with full knowledge of prices paid by Tampa
Electric. Bidders will always seek to optimize their profits by
submitting bids that are as high as the market will bear. If
market data is disclosed which discourages suppliers from bidding
competitively, they will increase their bids to the level of past
payments to other suppliers by the buyer.

10. The disclosure of rail transportation rates will result
in demands by other shippers to lower any rates which are above the
disclosed rates. The effect of disclosure will be to increase the
lower rate as the transportation provided will seek to protect the
rates charged on other routes. The delay of this disclosure for
two years will be of direct benefit to ratepayers by delaying any
increases that might occur as a result of such disclosure.

11. Gatliff Coal and TECO Transport & Trade sell coal and
bulk commodity transportation services in the open non-regulated
marketplace. The prices at which their goods and services are sold
are not publicly disclosed anywhere by publication or voluntary
dissemination because it would materially lessen their competitive
posture with customers other than Tampa Electric. Outside
customers who negotiate for coal or coal transportation services
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are placed at a competitive advantage for these goods or services
if they know the cost of the goods or services.

12. An analyst for an outside customer of Gatliff or TECO
Transport who reads the written transcripts of public fuel hearings
or reads the written orders of the FPSC can easily discover that
until November 1, 1988, Tampa Electric paid cost for coal from
Gatliff and for coal transportation from TECO Transport. Further,
the publication of the stipulation agreement between the parties in
1988 indicated that the initial benchmark price was close to cost
and subsequent testimony indicates the revised contract escalates

from cost.

13. As long as an outside customer does not know how such an
escalation clause changes price, the cost cannot be calculated.
However, publicizing the price of coal or coal transportation
services will tell an outside customer how much the escalation has
been and make it easy for him to calculate cost. Because of
seasonality of costs in both businesses, a full year'’s cost data is
necessary for an accurate cost measurement.

14. A second year must pass before one full year can be
compared with a second year to measure the escalation accurately.
So a perceptive vendor seeks two years of data to make his cost
estimates. The competitive industries recognize that data bevond
two years is not helpful to them, as enough factors may change in
that time frame for costs to be much different from what was
incurred. Any date less than two full years old 1is extremely
valuable to outside customers in contracting for services with
Gatliff or TECO Transport. The difference of small amounts per ton
can mean millions of dollars’ difference in cost.

15. A loss of outside business by Gatliff or TECO Transport
will affect not only Gatliff or TECO Transport, but if large enough
it could affect the credibility of the companies. The prices
negotiated with Tampa Electric by these vendors took into
consideration their costs and revenues at the time of negotiation,
including the revenues from outside customers. A significant loss
of outside business could cause Gatliff or TECO Transport to fail,
since under market pricing regulation Tampa Electric will not make
up the difference to them in cost. In turn, a failure of these
vendors would leave Tampa Electric and its customers with only
higher cost alternatives for Blue Gem coal and for «coal
transportation to Tampa, a higher cost that would be paid by Tampa
Electric’s ratepayers. So the continued credibility of Gatliff and
TECO Transport is important to protect Tampa Electric’s ratepayers
from higher cost alternatives.
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