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DIRECT TESTIMONY 

- OF 

MICHAEL J. MAJOROS. JR. 

DOCKET NO. 031033-E1 

CONFIDENTIAL 

INTRODUCTION 

Please state your name. 

My name is Michael J. Majoros, Jr. 

By whom and in what capacity are you employed? 

I am Vice President of Snavely King Majoros O’Connor & Lee, Inc. (“Snavely 

King”), an economic consulting firm with offices at 1220 L Street, N.W., Suite 410, 

Washington, D.C. 20005. 

Have you attached a summary of qualifications and experience? 

Yes. Appendix A is a brief description of my qualifications and experience. It also 

contains a listing of my appearances before state and federal regulatory bodies 

At whose request are you appearing? 

I am appearing on behalf of the Florida Office of Public Counsel (“OPC”) and the 

Florida Industrial Power Users Group (“FIPUG). 

What is the subject of your testimony? 

I will address TECO’s RFP .‘process. ? ’ € will ‘explain why the waterbome, 

transportation rates that Tampa ‘Electric Company (“Tampa Electric,” “TECO or 

“the Company”) has contracted to pay TECO Transport for the waterbome 

transportation of coal which it seeks to recover from ratepayers in the next five (5) 

years are excessive. I will also discuss the rate benchmark which the Commission 

has employed and suggest why it should be eliminated, 
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CONCLUSIONS AND RECOMMENDATIONS 

Please summarize your conclusions and recommendations. 

I conclude that TECOs June 27, 2003 Request for Proposals (“RET”) was not 

sufficient to establish a market price for waterbome coal transportation. I conclude 

that the TECO Transport prices for 2004 to 2008, to which TECO has agreed, are 

unreasonable and I conclude that the waterbome coal transportation benchmark 

provides bad information and should be eliminated. I recommend that 28% of 

TECOs payments to TECO Transport be disallowed entirely. My recommendation 

assumes a maximum rate of 12.86/ton. This reflects the two obvious adjustments to 

Mr. Dibner’s models which I discuss later in my testimony, and utilizes the $2.22 

terminal rate from the prior contract. These fairly obvious adjustments suggest that 

TECO agreed to rates which will result in an annual overcharge of approximately $28 

million. 

BACKGROUND 

Please explain your understanding of the background of this case. 

TECO is a regulated electric public utility that enjoys a monopoly in its service 

tenitoly. The Florida Public Service Commission regulates TECOs intrastate 

service rates. In general, these service rates are based on TECOs costs of doing 

business plus a retum on its investment. TECO is a “full service” electric utility; by 

that I mean it is engaged in the generation, purchase, transmission, distribution and 

sale of electric energy.’ TECO operates two coal-fired plants in Florida: Big Bend 

and Polk, and a substantial portion of the Company’s total annual cost is the coal 

required to operate these plants. While most of the coal used is domestic coal, TECO 

TECO Energy, Inc., 2002 10K Report, p. 5 of 28. I 
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also purchases foreign coal and petroleum coke which are blended with domestic 

coal for use at the Polk plant.' 

How are TECO's service rates established? 

TECOs "base" service rates are generally intended to reflect its annual costs plus a 

return on its investment. Until the early 1970s TECOs base rates were designed to 

cover all of its annual costs, including fuel. This treatment was changed, however, as 

a result of the "Arab oil embargo". 

What was the effect of the Arab oil embargo? 

The embargo created an oil price spike and an energy crisis which was felt by all 

U S .  energy producers and consumers. Since oil was an energy price leader, all 

energy prices spiked concomitant with an ever-increasing demand for electricity. 

TECOs ability to control its substantial fuel costs was undermined as a result of fuel 

price volatility combined with growing demand. 

What was the regulatory reaction to this loss of control of fuel costs? 

The energy crises spawned electric base rate proceedings across the nation. In order 

to reduce the number of electric base rate proceedings resulting from fluctuating fuel 

costs, most U.S. electric utilities were given authority to recover fuel costs through a 

separate fuel adjustment charge based on actual monthly fuel expense. In other 

words, fuel was split out of the electric utilities' total cost pools and recovered 

separately, currently on an annual basis. Thus, TECOs base rates are now intended 

to recover its controllable costs; while its fuel charge, which varies with prices and 

volumes, is to recover its most significant variable costs. 

Please provide a brief conceptual description of the practical impact of the fuel 

adjustment charge process. . 

*Testimony of Joann T. Wehle, January 5,2004, page 18 
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TECO purchases its fuel and then acts as a conduit through which those costs are 

passed on to its ratepayers. TECO is, in effect, a purchasing agent for ratepayers. 

Because TECO is a monopoly and retail ratepayers have no service altemative, 

TECO has a fiduciary responsibility to its retail customers. The regulatory compact 

and common sense requires TECO to purchase fuel and other related services at the 

lowest possible cost. 

Is there any historical precedent for this assumption? 

Yes. The Commission’s Order No. 12645 in Docket No. 830001-EU addressed 

electric utility’s inherent responsibilities regarding fuel adjustment clauses. 

Appendix A to that Order is attached to my testimony as Exhibit-(MJM-1). It is 

titled “Florida Public Service Commission Fuel Procurement Policy.” It is replete 

with references to “lowest system fuel cost.” Item C states “the utility’s management 

has the sole responsibility to procure fuel in the most cost efficient manner possible.” 

How do transportation charges relate to TECO’s fuel charge? 

The transportation cost of delivering fuel to TECOs generating plants is one of the 

components of TECOs fuel cost. The transportation rates that TECO pays, therefore, 

have a direct impact on the costs that ratepayers must pay via the fuel charge. 

How does the FPSC regulate TECO’s Fuel Adjustment Charge? 

Pursuant to its procedure, the Commission conducts a hearing each November 

to set an annual fuel factor for the following calendar year, January - 

December. At the end of the calendar year, TECO’s actual fuel costs and the 

amounts it recovered fromits ratepayers are “trued-up’’ and any over- or 

under-recovery is carried forward into the next year’s fuel factor.3 In theory, 

the fuel adjustment clause is intended to protect utilities from volatile fuel 

Docket No. 980269-PU, Order No. PSC-98-0691-FOF-PU, May 19, 1998 
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costs over which they generally do not have control by permitting them to 

project their fuel costs for the upcoming calendar year in the prior year. In 

reality, TECO (and the other utilities) recover a large portion of their revenues 

through the fuel adjustment (and other clauses) and are essentially guaranteed 

full recovery of items flowing through the fuel clause. 

Have you been involved in any of TECO's fuel proceedings? 

Yes. I testified, on behalf of the O K ,  in TECOs most recent fuel case, Docket No. 

030001-EI. That case was the genesis of this coal transportation proceeding. 

Is there anything unique about TECO's coal transportation costs? 

Yes, these costs are primarily waterbome transportation costs resulting from a 

contract between TECO and its unregulated affiliate, TECO Transport. TECOs coal 

primarily originates from mines in the Illinois Basin area, as well as overseas. In the 

case of domestic coal, TECO must secure transportation from the mines to its Big 

Bend plant in Florida. It secures this transportation from its sister company, TECO 

Transport. 

Please summarize this transportation. 

There are three legs of this journey. First, the coal is moved from the mine down the 

Mississippi River via river barges to TECO Transport's Davant terminal near New 

Orleans. The coal is then either stored at Davant, or moved directly onto an ocean- 

going barge. Finally, the coal is shipped across the Gulf of Mexico to the Big Bend 

plant. All of these transportation services have been, and continue to be, provided by 

TECO Transport, an unregulated affiliate of Tampa Electric. TECO Transport's rates 

for these three segments: inland river, terminal services, and cross-Gulf shipment, are 

at issue in this docket because TECOs customers pay these rates on a dollar-for- 

dollar basis. 
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Are these rates based on TECO Transport’s costs? 

No, as will be discussed in more detail later, they are based on a market price 

estimate. Therefore, since the rates are not based on TECO Transport’s costs, 

TECOs customers rely on TECO to obtain the best rates available through this 

market-based arrangement. 

How does TECO Transport charge TECO for these transportation services? 

TECO has a contract with TECO Transport for these transportation services. The 

Commission adopted a “market price standard” in Docket No. 870001-EI-A, FPSC 

Order No. 20298, issued November 10, 1988. This Order states that TECO Transport 

may charge and TECO may recover the “market rate” for the transportation of its 

coal. In that proceeding, the FPSC also established a “waterborne coal transportation 

benchmark rate” to be used as a surrogate for a true market rate. I will discuss the 

benchmark in more detail later. 

Did you address Tampa Electric’s waterborne transportation rates in your 

testimony in Docket No. 030001-EI? 

No. Although initially TECO’s waterbome transportation rates were to have been 

addressed in that docket, they were subsequently deferred to this proceeding. 

Why were TECO Transport’s waterborne transportation rates deferred to this 

separate docket? 

In early 2003, the Staff encouraged TECO to issue a Request for Proposals relating to 

TECOs waterborne fuel transportation needs for 2004 and b e y ~ n d . ~  In July, 2003, 

the Company prepared a Request for Proposals to provide for waterbome deliveries 

Testimony and Exhibit of Joann T. Wehle, January 5,2004, Docket No. 031033-E1 (“Wehle-Jan. 
2004”). Page 14. 
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of coal from suppliers in the Midwest to its Big Bend Station? (The flaws in the 

Company RFP are discussed below as well as in the testimony of Pat Wells) 

Did the Company provide testimony describing its RFP process? 

Yes. In Docket No. 030001-E1, on September 12,2003, TECO filed direct testimony 

of Ms. Joann T. Wehle and its consultant, Mr. Brent Dibner, describing the 

Company's RFP process. In addition, Mr. Dibner indicated that he would 

subsequently file supplemental testimony containing his calculation of the 

appropriate "market rates'' for TECO's waterborne transportation costs, Le., his 

report6 

Did Mr. Dibner ultimately provide his estimate of market rates? 

Yes, on September 25, 2003, TECO filed Mr. Dibner's supplemental testimony 

describing his market analysis and resultant rates. Mr. Dibner also discussed the 

waterborne transportation bids TECO received in response to its RFP.' In his 

September 25,2003 testimony, Mr. Dibner recommended that: 

Tampa Electric should present the market rates I have 
established for each segment, as detailed in my exhibit, to TECO 
Transport for its decision to meet or beat the market price for 
services beginning January 1, 2004, as required by the terms of 
the existing contract. If TECO Transport opts to provide service 
under the contractual "Right of First Refusal" clause, Tampa 
Electric should utilize the market rates I have established 
negotiating a contract with TECO Transuort.8 

I have underlined portions of the preceding passage to emphasize that Mr. 

Dibner is TECOs consultant and his recommendations were intended to be used by 

Testimony and Exhibit of Joann T. Wehle, September 12, 2003, Docket No. 030001-E1 ("Wehle- 
Sept. 20047, Page 13. 

Testimony of Brent Dibner, September 12,2003, Docket No. 031001-E1 ("Dibner Testimony"), page 
21. 

Id., September 25,2003, pages 23-24. 
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' Ms. Wehle, concomitantly, discussed two rail bids received by TECO. 
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TECO to negotiate with TECO Transport. Mr. Dibner reiterated his recommendation 

in his January 5,2004 testimony in the current docket? 

What transpired next? 

In late September, both FIPUG and the OPC filed motions in opposition to TECOs 

supplemental (September 25, 2003) testimony due to its late filing and the 

significance of the issues and the dollars at stake.” OPC and FIPUG requested that 

the issues contained in the supplemental testimony be deferred from consideration at 

the November 2003 fuel clause hearing. In October, two other parties (TECO 

residential customers and CSXT) filed motions to establish a separate docket to 

consider the transportation issues addressed by the supplemental testimony.” Also, 

on October 23, 2003, Staff member Mr. William B. McNulty filed testimony on 

behalf of FPSC Staff.” 

What did Mr. McNulty recommend? 

Mr. McNulty recommended that “the Commission should determine that the RF” as 

developed and administered by TECO had several shortcomings in generating a 

reasonable level of information about market price and it should also determine that 

the RFF’ nonetheless provided the most certain information regarding WCTS market 

price for TECO available at that time.”” He also recommended that “the 

Commission should determine TECO’s recoverable costs for WCTS provided by 

TECO Transport for the first quarter of 2004 are the rates appearing in the 

TECOITECO Transport contract less 5.25 %”, a reduction based on the fact that the 

rail bid TECO received was on average 5.25 % less than the rates TECO agreed to 

Id., Docket No. 031033.E1, January 5,2004, page 47. 

Docket No. 030001-EI, Order No. PSC-O3-1359-PCO-EI, December 1,2003, page 2. 
lo In re: Fuel and purchased power cost recovery clause with generating performance incentive factor, 

‘ I  Id., pages 2 and 3. 
l2  Supplemental Direct Testimony of William B. McNulty, October 23,2003. 

Id., page 4. 13 
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pay TECO Transport.I4 In addition, Mr. McNulty recommended that the 

Commission determine that the waterbome transportation benchmark is irrelevant for 

determining the prudence of TECO’s rates for transportation as paid to its affiliate 

TECO Transport and that it should be e1imit1ated.I~ He also recommended that the 

Commission identify “TECOs WCTS cost recovery as an annual issue in the fuel 

docket to be resolved by an audit of TECOs operating results under its contract with 

TECO Transport.”I6 

Mr. McNulty also noted that his recommendation was based on limited 

information, stating “These recommendations are provided based on the information 

available to me at the time this testimony was prepared. At that time, I have only 

limited information conceming TECOs evaluation of an appropriate market rate. 

However, I believe that the recommendation stated herein provides a reasonable 

means for establishing that rate.” 

What did the Commission decide? 

The Commission determined that the waterbome transportation issues in TECOs 

supplemental testimony should be addressed in a separate proceeding.” 

What issues did the Commission identify for consideration in this proceeding? 

The Commission identified three issues for consideration in this proceeding. They 

are as follows: 

Issue 17E Is Tampa Electric’s June 27, 2003, request for proposals sufficient to 

determine the current market price for coal transportation?” 

Id., page 5 
l5 Id. 
l6 Id. 
l7 Id., page 3. 
I’ In re: Fuel and purchased power cost recovery clause with generating performance incentive factor, 

l9 Id., page 3. 
Docket No. 030001-EI, Order No. PSC-03-1359-PCO-EI, December I ,  2003. 
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Issue 17F Are Tampa Electric’s projected coal transportation costs for 2004 

through 2008 under the winning bid to its June 27, 2003, request for 

proposals for coal transportation reasonable for cost recovery 

purposes?” 

Should the Commission modify or eliminate the waterborne coal 

transportation benchmark that was established for Tampa Electric by 

Order No. PSC-93-0443-FOF-E1, issued March 23, 1993, in Docket 

No. 930001-E1?” 

Issue 17G 

Do you address each of these issues in your testimony? 

Yes. 

What are your conclusions? 

In my opinion, the RFF’ process was not sufficient to elicit bids, the rates Mr. Dibner 

recommends are unreasonable, and the benchmark should be eliminated. 

RFP PROCESS 

Were there problems with Tampa Electric’s RFP? 

Yes. In my opinion the RFP and the process it followed was obviously flawed. Mr. 

Pat Wells discusses this in more detail in his testimony. My testimony focuses more 

on the results of the process rather than the process itself. Therefore, I will 

summarize the RFF’ process as background for my testimony. 

Why did Tampa Electric issue an RFP for its waterborne coal transportation? 

In early 2003 the Commission Staff encouraged TECO to issue an RFF’ for its 

waterborne coal transportation.” 

Id. 
2’ Id. 
22 January 5,2004 Testimony of Joann T. Wehle, page 14 
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Q. Do you think Tampa Electric intended to accept any of the bids it would receive 

from the RFP? 

No. Due to the timing and contents of the RFP, as Mr. Wells explains, it appears that 

the RFP was simply a way to attempt to satisfy the Staff and perhaps be used as an 

information-gathering tool. Tampa Electric witness Joann Wehle states in her 

January 5, 2003 testimony: “Tampa Electric decided to issue an RFP as part of its 

good-faith efforts to obtain the most relevant and timely waterborne transportation 

market data available.”23 Thus, the purpose of the RFP was to gather information 

relating to the appropriate market rates for the three components of Tampa Electric’s 

transportation needs (inland, terminal and ocean), for use in establishing the contract 

for transportation services beginning in 2004 and not to actually award the bid to any 

entity other than TECO Transport. 

Were there other indications that TECO would not change transportation 

providers as a result of the RFP? 

Yes. Tampa Electric’s contract with TECO Transport includes a “Right of First 

Refusal” clause, which allows TECO Transport to “meet or beat” current market 

prices. Thus, TECO Transport was not even required to respond to the RFP. 

Furthermore, the RFF”s stated preference for a single provider of end-to-end service 

suggests that the RFP was tailored towards TECO Transport, the only waterborne 

transportation provider capable at this time of providing such end-to-end service. It 

is clear that a new contract was going to be signed with TECO Transport, and the 

results of the RFP would be used to assist in determining the rates included in that 

contract. 

Did the RFP result in any bids? 

A. 

Q. 

A. 

24 

Q. 

23 Id. 
24 Id., page 22 
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The RFF generated four bids; one inland river bid, one terminal bid, and two 

unsolicited rail bids from CSX. It probably should have resulted in more bids, but it 

did not, due, as Mr. Wells notes, to the RFp’s many restrictive and unreasonable 

terms. Tampa Electric evaluated the bids with the assistance of outside consultants. 

Mr. Brent Dibner assisted in the evaluation of the inland river and terminal bids and 

Sargent & Lundy assisted in the evaluation of the rail bids. 

Why do you say the rail bids were unsolicited? 

The bidding railroad was not originally provided with a copy of the RFF’. The 

railroad received one only after contacting Tampa Electric and requesting a copy. 

The Company considered the rail bids to be “nonconforming” because they were not 

for the provision of waterborne tran~portation.~~ However, the Company did evaluate 

the bids. The benchmark is based on rail rates. It is appalling that a rail bid was 

rejected as nonconforming, given that the so-called competitive benchmark is based 

on rail to begin with. 

What was the result of Tampa Electric’s evaluation of the bids received in 

response to its RFP? 

Mr. Dibner reviewed the terminal and inland river bids and Sargent & Lundy 

reviewed the rail bids. TECO rejected the rail bids for various reasons, including the 

belief that the bids underestimated the costs for necessaly infrastructure additions and 

improvements and that the Company would incur additional operating expenses in 

shifting from waterborne to rail The inland river bid was rejected because 

the bidder is in Chapter 11 bankruptcy proceedings. Upon analyzing the bid, Mr. 

Dibner determined that the bidder may be reorganized, broken up or liquidated, the 

bidder had requested to restructure or terminate contracts, and the bidder’s fleet size 

25 Id., page 23. 
26 Testimony of Joann T. Wehle, January 5,2004, page 31. 
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had decreased dramati~ally.’~ Mr. Dibner opined that the bidder might not be able to 

meet its obligations should it be awarded the business. While he felt that the bid was 

not a true market bid due to the financial status of the bidder and the bidder’s fleet 

size, he admitted that the bid could serve as a practical market indicator?* He did, 

however, accept the terminal bid as being a viable market rate. 

Were any of the bids put forth to TECO Transport to “meet or beat?” 

TECO Transport was given the rates provided in the terminal bid to “meet or beat.” 

Q. 

A. 

RE.IECTION OF RAIL AND INLAND RIVER BIDS 

Q. 

A. 

What is your opinion regarding TECO’s rejection of the rail bid? 

It appears that the rail bid was rejected primarily due to capital costs. Tampa Electric 

evaluated the rail bid using the full capital costs which Sargent & Lundy claimed 

were vastly understated. This was improper because such capital costs are part of 

base rates and would not and should not be reflected in the fuel adjustment charge, 

which is what is at issue in this matter. Water facilities, such as docks, are capital 

items covered in base rates. To get a proper “apples to apples” comparison, the 

capital costs of the rail bid must be kept on the rate base side of the equation. The 

rail and dock capital costs are not relevant in this proceeding. 

Are there any other reasons that TECO rejected the rail bids? 

Yes. After rejecting the bids due to capital considerations, Ms. Wehle layered 

several new costs on to the rail bids. Thus, TECOs overall approach was to add 

costs, both capital and operating, to the rail bid as a reason to reject it. The rail bids 

were at least $1.50 per ton less than Mr. Dibner’s rates. TECO should have 

presented the rail bids to TECO Transport. 

Do you have an opinion regarding TECO’s rejection of the Inland River Bid? 

Q. 

A. 

Q. 

27 Testimony of Brent Dibner, January 5,2004, page 27. 
Id., page 28. 
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I cannot understand why it was not submitted to TECO Transport. TECO has a 

fiduciary duty to negotiate the lowest possible price. TECO Transport would have 

then had to meet that lower bid under its right of first refusal. 

Was the Company correct in rejecting the rail and inland river bids? 

No. The bids should not have been disregarded in the context of evaluating the 

validity of the prices resulting from Mr. Dibner's market model. Mr. Dibner's rates 

are higher, even though he is supposed to represent TECO. 

AFFILIATE TRANSACTIONS 

What is the relationship between Tampa Electric and TECO Transport? 

Tampa Electric and TECO Transport are both subsidiaries of TECO Energy, Inc. 

Tampa Electric is a regulated utility and TECO Transport is an unregulated affiliate. 

Transactions between the two companies are "affiliate transactions", that is 

transactions between related companies with the profits from such transactions 

flowing to the parent company. 

In your opinion, can affiliate transactions be problematic? 

Yes, when the reasonableness of rates is an issue, affiliate transactions are always 

problematic, particularly when a regulated affiliate like TECO is making purchases 

from an unregulated affiliate such as TECO Transport. There are endless 

opportunities for the unregulated affiliate to derive cross-subsidies from the 

customers of the regulated affiliate, and the incentive to overcharge always exists. 

Are such transactions even more worrisome in this instance? 

Yes, the transactions between TECO and TECO Transport flow dollar-for-dollar into 

ratepayers' bills and from there into TECO Transport's cash account. Any cross- 

subsidies or excessive profits flow from TECO Transport's cash account into its 

parent's, TECO Energy's, available funds. Therefore, it is in TECO Energy's best 

14 
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interests for TECO Transport to charge as much as possible to TECO for waterbome 

transportation. 

How are affiliate transactions regulated generally? 

Typically rules exist to ensure that the unregulated affiliate recovers no more than its 

cost; in fact, I am aware of rules which restrict the prices to the lower of cost or 

market. Clearly, prices higher than a competitive market rate are at odds with 

common wisdom. 

What is the history of TECO Transport's prices? 

Until 1988, they were based on cost. Thereafter the Commission adopted a market 

price standard that places particular emphasis on a valid market price. 

What assumptions underlie a focus on a market price? 

The assumption of a market price assumes that TECO will aggressively pursue the 

lowest possible competitive price from all available sources. It assumes that TECO 

will be an aggressive negotiator and work hard to get the best deal for ratepayers, 

particularly given the fact that its customers bear all of the risks associated with fuel 

costs. 

Are there any obvious abuses of the TECORECO Transport affiliate 

relationship apparent in this proceeding? 

Yes, recall Mr. Dibner's original recommendation, i.e., to use his recommendations 

as a basis for negotiations. TECO accepted Mr. Dibner's September 25, 2003 

recommendation and signed a new contract with TECO Transport on October 6,2003 

to continue to provide these transportation services for the next five years. Mr. 

Dibner's $7.47/ton average river rate and his $79Wton ocean rate were presented to 

TECO Transport to meet or beat. TECO Transport accepted the rates and a contract 

was signed. Mr. Dibner also recommended acceptance of a single $2.45/ton bid for 
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terminal services as a market proxy and TECO Transport agreed to match that rate in 

the new contract. 

Why is this a n  ahuse of the TECO/TECO Transport affiliate relationship? 

Mr. Dibner, a consultant to TECO (the regulated entity), in a negotiation with TECO 

Transport (the unregulated entity) appears to be acting in the best interest of TECO 

Transport rather than TECO. Rather than helping TECO select and/or negotiate the 

lowest possible rates, he rejected alternative market bids and proposed his proxy 

market rates. These proxy rates are based on his model, which clearly overstates 

prices, particularly in a competitive market. I believe that this is a clear abuse of an 

affiliate relationship. 

Before discussing Mr. Dibner’s results in detail, do you have any general 

recommendations concerning his participation in this proceeding? 

There is an irony in this proceeding. TECO Transport’s rates are at issue, but the 

evidence in support of higher rates for TECO Transport is sponsored by TECO, 

which has an obligation to its customers rather than its affiliate. Mr. Dibner is 

TECO’s witness, and I am certain that his fees are being treated by TECO above-the- 

line, i.e., charged to TECO ratepayers. Therefore, my first recommendation is to 

disallow Mr. Dibner’s fees from TECOs regulated costs. The expense relating to Mr. 

Dibner should be taken “below-the-line.” In addition to Mr. Dibner, TECO hired 

Sargent & Lundy (“S&L”) to discredit another bid that apparently is less than Mr. 

Dibner’s proposed waterbome rates. S&L‘s fees should also be disallowed. 

TECO’s consultants should have been striving to obtain lower, not higher, 

transportation rates for ratepayers. TECOs consultants should also be explaining to 

TECO that it is in its ratepayers’ best interests to have competitive sources of 
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transportation for its fuel. TECO should be pitting these sources against one another, 

not eliminating one source, with a lower rate, merely because it is not waterborne. 

Mr. Dibner's services and fees (and Sargent & Lundy's services and fees) do 

not help TECOs ratepayers; to the contrary, they help TECO Transport and TECOs 

parent, TECO Energy, by ensuring that TECO Energy will continue to provide 

waterborne transportation service to TECO, at higher-than-market rates, with the 

revenues from the transaction flowing to the parent. Ratepayers do not need the kind 

of help that increases their costs unnecessarily, and they should not be required to pay 

for that kind of help. 

Before returning to Mr. Dibner, do you have any other comments concerning 

Sargent & Lundy? 

Yes, it is my understanding that S&L's primary problem with the rail bid was that it 

would cost too much for TECO to build the infrastructure necessary to facilitate rail 

transportation into its plant. First of all, as I have already discussed, that is capital 

cost, not variable fuel cost that would flow through the fuel charge. Furthermore, in 

my opinion, TECO always has the right, in fact the obligation, to negotiate with the 

rail provider to fund more, if not all of that infrastructure cost, as well as the price. 

Do you believe the negotiations between TECO and TECO Transport were 

"arms length?" 

Absolutely not. If these negotiations were arm's length, TECO would have proposed 

much lower "meet or beat" rates to TECO Transport in the first place. As it is, TECO 

Transport merely accepted TECOs request to pay rates based on Mr. Dibner's model 

which are demonstrably higher than they should be in a competitive market. This is 

precisely why affiliate transactions are so dangerous and must be closely monitored 

and evaluated. 
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Q. 

A. 
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A. 

DIBNER MODELS 

How did the Company determine the appropriate market rate for its 

waterborne transportation services since i t  rejected all but the terminal bid? 

Mr. Dibner evaluated the bids resulting from the RFPZ9 and then constructed “market 

rates” for the inland and ocean going portions of the voyage using his own models. 

Tampa Electric relied upon an analysis Mr. Dibner prepared as a “proxy” for the 

market price. This is the price that was offered to TECO Transport and which it 

accepted. Mr. Dibner constructed two “models”-- one to reflect the inland barge 

portion of the trip, and the other to reflect the cross-Gulf portion. I discuss his 

models and the results below. 

Have you reviewed Mr. Dibner’s models? 

Yes. The Company initially refused to provide the models, stating that they were 

proprietary. Subsequently, Mr. Dibner and the Company agreed to allow intervenors 

to review and utilize a copy of the models at the offices of Ausley & McMullen, the 

Company’s attomeys. They also offered a training session. 

Did you attend the training session? 

Yes. At this session, I determined that Mr. Dibner had developed a “front-end” to his 

models, to allow a user to change certain variables within the model, and view the 

results. While the formulae in the model itself were available for viewing, they were 

locked from any editing. Mr. Dibner selected the variables he would allow the user 

to test, or change. When questioned about this at the meeting, Mr. Dibner indicated 

that any further changes would result in the model no longer being his proprietary 

model. In other words, if the user felt it necessary to change any additional variables 

or calculations within the model, he would have to develop his own model. 

29 MI. Dibner did not evaluate the bid from CSX. 

18 



L 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Is this a problem? 

Yes. Mr. Dibner made certain assumptions in his models that appear unreasonable 

on their face, for example, his assumptions about backhaul. However, these are not 

included among the variables he opened for change. As the models are being held 

forth as a tool for calculating the proxy market rate in this proceeding, it is reasonable 

that the Commission Staff and intervenors should be able to change all variables, 

based on their recommendations. The Commission could then decide whether the 

changes, and the results they produced, were reasonable. 

What was the source of the data used in the models? 

It appears, based on comments that Mr. Dibner made at the technical meeting, that 

the majority of the data is derived from Mr. Dibner's head?' 

Is this a problem? 

It could be. While it is true that Mr. Dibner has extensive experience in the area of 

waterborne transportation, data derived from his own experience cannot necessarily 

be verified by others. 

BACKHAUL 

Did you ask any questions at the meeting where Mr. Dibner discussed his 

model? 

Yes, I asked at least two questions relating to "backhaul" assumptions. 

What is backhaul? 

When TECO Transport delivers a load of coal or petroleum coke from the mines 

along the Mississippi or other rivers to the terminal in New Orleans, or from New 

Orleans to the Big Bend plant, it must then make a retum trip to the original 

destination. Sometimes, it carries non-TECO related cargo on that retum trip. That 

30 Direct response to question in technical session. 
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cargo is termed “bac!&aul.” TECO Transport e m s  revenues from these backhaul 

movements. 

What questions did you ask? 

I asked Mr. Dibner if either his River Model or his Ocean Model accounted for 

backhaul traffic. Mr. Dibner said “no.” I also asked if I could actually run the model 

and change that fundamental characteristic, i.e., could I account for backhaul. Mr. 

Dibner stated that if anyone wanted to make a backhaul assumption, they could do so 

in their own model, or they could take out their pencils and paper. Mr. Dibner also 

stated that he preferred not to discuss the issue of backhaul further in the meeting. 

What did you discover when you ran Mr. Dibner’s model later at Ausley & 

McMullen’s office? 

It appears that Mr. Dibner priced one-way shipments based on roundtriu costs. For 

example, in the river model, his calculation of “@ trip voyage days” consists of the 

distance multiplied by two and divided by the miles per hour multiplied by 24. For 

some hourly costs, he multiplies the cost by 24 and then by 365, in other words, Mr. 

Dibner assigns all costs related to that item to the TECO operation. Likewise, in the 

Ocean model, Mr. Dibner calculated his Voyage Time at Sea by doubling the one- 

way trip time. This in tum doubles, among other items, the time charter expense. 

Did you see any indication that Mr. Dibner assigned anything to backhaul 

traffic? 

No, I did not see any reduction to the price or any assignment of the generic costs in 

Mr. Dibner’s model to backhaul traffic, thus confirming Mr. Dibner’s assertion that he 

had not accounted for or reflected backhaul revenue in his market model. In 

addition, O X ’ S  Second Set of Interrogatories, Interrogatory No. 54 asks, “Please 

state specifically how backhaul was handled in both the inland river model and the 
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ocean model.” The Company responded as follows: “As previously stated, Mr. 

Dibner does not consider backhaul relevant to either the inland river or Ocean 

transportation markets. Therefore, it was not considered or included in either 

model.”” 

Is this a significant omission? 

Yes, in my opinion this is a significant omission in a competitive market. It seems 

reasonable to me that the first thing to go in a competitive market is the gravy 

provided by backhaul. In other words, if I am competing with the next guy and I can 

allocate a portion of my costs to backhaul, I can reduce my competitive rate and 

hopefully capture that customer. In a non-competitive market, I can charge all of my 

costs to TECO, and keep the backhaul revenues as “gravy.” That is what Mr. Dibner 

proposes. 

Does TECO Transport have backhaul traffic? 

Yes, TECO Transport has a substantial amount of backhaul traffic. For example, 

information from the Port of Tampa indicates that the very vessels that Mr. Dibner 

shows as being dedicated to TECO actually transport materials from Tampa back to 

Louisiana, after making the trip to Tampa to deliver TECO coal. In calculating his 

market rate, Mr. Dibner assigns 341 days (with the remaining days being 

maintenance time) worth of the operating costs for these ships to TECO operations, 

despite the fact that these vessels spend some of their time carrying cargo for other 

companies. Exhibit-(MJM-2) is an analysis I conducted of the Port of Tampa 

data. I will discuss this analysis later in my testimony 

Does TECO have inland river backhaul traffic in addition to its ocean 

backhaul? 

Company response to OPC’s Second Set of Interrogatories, Interrogatory No. 54. 
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A. Yes. It appears that TECO Transport relies upon this backhaul in its business. 

For instance, TECO Transport’s web site states: 

TECO Barge Line is growing. Its fleet is rapidly 
expanding, and has grown by more than 20 percent in 1998. 
Its geographic market coverage and cargo mix are 
diversifying. This is evidenced by the success TECO 
Barge Line has enjoyed with its northbound shipping.12 

Also, TECO Energy’s 2002 10K Report states the following: 

Northbound river shipments of steel-related raw materials 
are expected to improve in 2003 as the US. economy 
improves.. . .In the meantime, TECO Transport expects to 
move increased volumes of fertilizers and petroleum coke 
northbound on the river system.33 

Q. 

A. 

Is there any precedent in Florida concerning backhaul t r e k ?  

Yes. Backhaul traffic was addressed in Docket No. 850001-EI-A, Order No. 14782, 

issued August 28, 1985. In that case, involving Florida Power Corporation (“FPC”), 

the Commission found that “profits or losses derived from the transportation of 

commodities in the barges considered dedicated to FF’C will be used to offset the cost 

of coal transportation for FPC.”34 This was in addition to the fact that Electric Fuels 

Corporation, the subsidiary of FPC providing the transportation, only assigned a 

portion of the return trip costs to FPC, not the entire trip (as Mr. Dibner has done). 

Is Mr. Dibner’s model a cost model? 

No, it is a market model and has no relationship to TECO Transpott’s costs. That is 

why his failure to recognize backhaul is a significant omission. In a truly competitive 

market, it is questionable whether TECO Transport would be able to assign all of its 

costs to one-way movements and still remain competitive. A good case in point is 

Q. 

A. 

32 http://www.tecohargeline.coflRMSTAbout.html. Printed March 5 ,  2004. 
33 TECO Energy, Inc., December 31,ZM)Z 10K Report, Item 7. Management’s Discussion &Analysis 

of Financial Condition & Results of Operations, TECO Transport, page 34. 
34 Docket No. 850001-EI-A, Order No. 14782, issued August 28, 1985, page 4. 
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the difference between the rail bids and Mr. Dibner’s so-called market rates. The rail 

bids are lower than Mr. Dibner’s rates, and perhaps could be lower still. 

Should backhaul traffic be reflected in a market model? 

Yes. Backhaul should be reflected in a competitive market model because 

that is one of the first places that competition would have an impact, is., in 

the ability to assign 100 percent of the backhaul cost to the originating 

movement. Furthermore, Mr. Dibner, as TECOs consultant, is the one who 

should have raised the issue. The only parties to the negotiation who benefit 

from not recognizing backhaul are TECO Transport and TECO Energy. 

Clearly, TECO and its ratepayers are harmed from this benign approach to 

negotiations. The contract was up for renewal -there were over four million 

tons of backhaul a year. What a perfect opportunity to renegotiate and lower 

costs for ratepayers. 

PREFERENCE TRADE PREMIUM 

Can you provide another example of an assumption that Mr. Dibner has not 

allowed users of his models to change? 

Yes. Mr. Dibner also increased his ocean-going market price to include a Preference 

Trade Premium. 

What are Preference Trades? 

Preference trades are U.S. government-impelled grain export programs that donate 

grain, expedite grain donations, or finance grain purchased to developing and less- 

developed nations.” 

35 Testimony of Brent Dibner, January 5,2004, page 38. 
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Q, 

A. 

Q. 

A. 

Q. 

A. 

Q. 

Why did Mr. Dibner increase the ocean-going market price for preference 

trade? 

Mr. Dibner claims that preference trade hauls tend to be more lucrative than coal 

hauls?6 As such, he considered the earning potential related to these types of hauls in 

developing his market rate. According to Mr. Dibner, this represents an opportunity 

cost to TECO Transport of deciding to serve Tampa Electric's needs?' 

How did Mr. Dibner assign this opportunity cost? 

Mr. Dibner analyzed more than 135 preference trade voyages of U S .  flag Jones Act 

vessels between years 2000 and 2003 to estimate the time charter earnings for the full 

range of differently sized vessels.38 He used the pattern of time charter earnings to 

establish a trend curve by which each size vessel could have a preference time charter 

rate assigned to it.39 Mr. Dibner then assigned a "maximum" time charter rate for 

each of the vessels that are "dedicated" to serving TECOs needs. He averaged those 

maximum rates with his "minimum" time charter rates calculated by his model, to 

arrive at his recommended time charter rate for each vessel. 

Do you agree with this premium? 

No. In my opinion, such a premium would not be used in the model of a competitive 

market. Again, on behalf of TECO and its ratepayers, Mr. Dibner makes an 

adjustment to increase charges to ratepayers. It would seem that this would be more 

appropriate for TECO Transport to suggest than TECOs consultant. 

ADJUSTMENTS TO DIBNER'S MODELS 

Have you made any adjustments to the results of Mr. Dibner's model? 

~ 

36 Id. 
3' Id., page 39. 
38 Id., page 40. 
39 Id. 
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Yes. I have made two very basic adjustments to those results. First, I have made an 

adjustment to recognize backhaul in both the river and ocean models. Second, I have 

eliminated the preference trade premium from the ocean model. 

However, I would like to note that the fact that I made only these two 

adjustments does not mean that I agree with the rest of the assumptions in Mr. 

Dibner's models. The two adjustments I make are so significant as to cast grave 

doubt on the rest of the model. In addition, as discussed above, since it was 

impossible to change many significant variables in the model due to the "locked" 

nature of the critical assumptions, the models prevented users, like myself and Staff, 

from testing many of the inputs and assumptions. 

Please explain how you arrived at these adjustments. 

I began by adjusting Mr. Dibner's ocean model to remove the preference trade 

premium. I did this manually by simply using Mr. Dibner's TECO time charter rate 

in the calculations, instead of the average of the TECO time charter rates and the 

preference time charter rates. 

Next, I adjusted the ocean model for backhaul. Using data from the Port of 

Tampa, I was able to determine, by vessel, TECO Transport's actual percentage of 

roundtrips from Louisiana to Tampa and back that involved some sort of backhaul. 

In other words, I calculated how many times a given TECO Transport vessel carried 

cargo on its return trip to Louisiana, after dropping off a load in Tampa for TECO. 

Because some of Mr. Dibner's calculations in his ocean model are based on time, I 

adjusted the voyage time to account for the backhaul percentage. 

For instance, Mr. Dibner's model calculates a voyage based on the round trip 

time involved. If a given vessel had a 50% hackhaul ratio, meaning 50% of the trips 

involved backhaul, I removed 25% of the time involved (50% of the retum trips.) 
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These adjustments affected the Voyage Time at Sea, the Delay at 15% of Voyage 

Time at Sea, and the total Time Charter Expense. I also similarly adjusted the Fuel at 

Sea, Tug Generating Fuel, Barge Fuel and Lube Oil. 

How did you adjust the river model for backhaul? 

As mentioned above, I did not have specific information regarding river 

backhaul. Due to the lack of data quantifying this backhaul, I have used the 

average backhaul ratio of the ocean vessels, which is 69.34%. to adjust Mr. 

Dibner’s river rates.40 I reduced Mr. Dibner’s inland river rates by one-half 

this amount, or 34.67%. 

What are the results of these adjustments? 

As a result of my adjustments, Mr. Dibner’s average ocean rate is reduced from 

$7.98/ton to !%.761ton!’ Although Mr. Dibner recommended individual inland river 

rates depending on the origin point, he calculated an average rate for comparison 

purposes on page 41 of his report. This was based on the average of all regions of 

interest to Tampa Electric!* I have calculated an adjusted average inland river rate 

using these same origins, and reducing Mr. Dibner’s rates by 34.67% as discussed 

above. As a result, Mr. Dibner’s average inland river rate has been reduced from 

$7.47/ton to $4.88/ton. My calculations are shown in Exhibit-(MJM-3). 

What do you conclude? 

Mr. Dibner’s model overstates any reasonable market rate. 

This is my best estimate of the river backhaul. Clearly, data relating to TECO Transport’s actual 
river backhaul would be preferable for use in making this calculation. 
$7.98/ton is the initial rate proposed to TECO Transport, before errors were fixed. 

40 

41 

42 Dibner Report, page 4 1. 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

Do you have any corroboration, in addition to the rail bid, the inland river bid, 

and the adjusted Dibner results, to confirm that Mr. Dibner's market rates are 

vastly overstated? 

Yes. I also have data relating to the rates JEA pays its suppliers for transportation of 

petroleum coke from East Texas to Jacksonville, FJlorida. Mr. Dibner proposed a rate 

of $WSS per ton to TECO for the transportation of petroleum coke from East Texas 

to the Big Bend plant in Tampa. On the other hand, JEA only pays $9.00/ton for 

transportation all the way to Jacksonville, over 500 miles further!' Simificantlv, 

TECO Transuort is the carrier providing this $9.00/ton transuortation to JEA!" 

Is this a problem? 

Yes. Mr. Dibner is proposing that TECO ratepayers pay higher prices to TECO 

Transport than TECO Transport charges other utilities! I consider this to be a serious 

problem and further evidence of the problems inherent in this affiliate transaction. 

Do yon have a summary of all of the available rates that you have considered in 

evaluating Mr. Dibner's proxy market rates? 

Yes. I have created a matrix of all of the available rates for consideration. The 

matrix is attached as Exhibit-(MJMJ pg 1). The first five columns relate to the rates 

TECO had at its disposal for consideration. These include the current rates, Mr. 

Dibner's rates, and the three bids TECO received . The sixth column is Mr. Dibner's 

rates adjusted for preference trade and backhaul as discussed above. The next 

column is the rate paid by JEA for transportation of petroleum coke from East Texas. 

The last column is the Snavely King proxy market prices. 

What do you recommend? 

43 Distance taken from http://www.maritimechain.com/partners/port-dis~nce-call.~p. 
The vessels identified in the JEA invoices are TECO Transport vessels: Sheila McDevitt, Marie 
Flood and Pat Cantrell. See Exhihit-(MJM-4). 

44 

21 



1 A. 

2 

3 

4 

5 Q* 

6 A. 

7 

8 

9 

10 Q. 

11 A. 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 Q. 

24 

I recommend that 28% of TECOs payments to TECO Transport be disallowed 

entirely. My recommendation assumes a maximum rate of $12.86/ton. This reflects 

the two obvious adjustments to Mr. Dibner’s models described above and the $2.22 

terminal rate from the prior contract. 

Why are you keeping the current rate for terminal costs? 

It is my understanding that the contract has a “meet or beat” provision. I find no 

reason to justify a higher rate than is currently being charged. This is supposed to be 

a competitive process. TECO Transport’s current rate beats the competition. 

THE WATERBORNE TRANSPORTATION BENCHMARK 

Please provide a brief history of the waterborne transportation benchmark. 

In Docket No. 870001-EI-A, FF’SC Order No. 20298, issued November 10, 1988, the 

Commission established a waterborne coal transportation benchmark to which Tampa 

Electric would compare its coal transportation costs each year. The purpose of the 

benchmark was to measure whether or not the amounts Tampa Electric paid to its 

affiliate, TECO Transport, for the transportation of its coal were reasonable. The 

benchmark is the average of the two lowest comparable publicly available rail rates 

for coal to other municipal utilities in Florida. As long as TECO Transport’s rates are 

lower than the benchmark, they are considered reasonable and recovered through the 

fuel clause. If the rates exceed the benchmark, Tampa Electric must justify the 

higher rates before recovery is allowed. A stipulation reaffirming the benchmark was 

included in Order No. PSC-93-0443-FOF-EI, issued March 23, 1993 in Docket No. 

930001-EI. 

How has the benchmark compared to the waterborne transportation costs 

actually incurred by Tampa Electric? 
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The benchmark has been consistently higher than the rates paid by TECO to TECO 

Transport. 

Do you believe the benchmark is useful in evaluating TECO Transport’s 

waterborne transportation rates? 

No. The benchmark is clearly out of date and is highly overstated at the present time. 

We know that based on the results of even a flawed RFP process. According to Mr. 

McNulty’s Exhibit W B M J  in Docket No. 030001-EI, the average benchmark from 

1988 to 2002 was SZS.ll?’ This was 32 percent higher than TECO’s average 

waterbome transportation cost of $19.08 during the same period. It is 53 percent 

higher tban the rail bid received in response to the RFP.* It is 40 % higher than Mr. 

Dibner‘s market model and 92 % higher than Mr. Dibner’s market model as adjusted 

for obvious judgmental errors as discussed above.” 

Do you have MY empirical data or  information demonstrating that the 

benchmark is not a useful surrogate in today’s market? 

Yes. The current (2002) benchmark of $23.87 is 45 percent higher than the recent 

rail bid received by TECOP8 

Please summarize your testimony. 

The RFP process TECO used was flawed and it also presumed that its affiliate would 

‘’win’’ the bid. Therefore, the prices which TECO has contracted to pay TECO 

Transport for the next five years are unreasonable and overstated and should not be 

flowed through to ratepayers. I recommend the rates that I have proposed for the 

reasons set-forth above. On the other hand, I remind the Commission that 

45 Supplemental Direct Testimony of William B. McNdty, Docket No. 030001-EI, October 23,2003, 

* Average tail rate of 916.41 per ton as calculated on McNnlly Exhibit WBM-I. 
47 See Exhibit-MIM-5). 
* Average tail rate of $16.41 used. 

Exhibit WBMJ. 
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3 Q. Does this conclude your testimony? 

4 A. Yes, it does. 

TECOKECO Transport have opposed the use of actual costs in this docket. The use 

of actual costs, verified by an audit, is always a viable altemative. 
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testified as an expert witness or negotiated on behalf' of CPA's, Staff Accountant - Naron & Wegad. CPA's, Credit Clerk - 
clients in more than one hundred thirty regulatory Montgomery Wards. 
Proceedings involving telephone, electric, gas, water, and 
seweragecompanies. Mr. Majoros has appeared before Central Savings Bank, (196+1971) 
Federal and state agencies. His testimony has 

Education Mr. Majoros has been responsible for developing the firm's 
consulting sewices on depreciation and other capital 
recovery issues into a major area of practice. He has also University Of Baltimore, School of Business, B.S. - 
developed the firm's capabilities in the management audit Concentration in Accounting 
area. 

Professional Affiliations 
Van Scoyoc & Wiskup, Inc., Consultant (7978- American Institute of Certified Public Accountants 
1981) Maryland Association of C.P.A.s 

Society of Depreciation Professionals 
Mr. Majoros performed various management and regulatory 
consulting projects in the public utility field, including Publications, Papers, and Panels 
preparation of electric system load projections for a group 
of municipally and cooperatively owned electric systems: "Analysis of Staff Study on Comprehensive Tax Normalization," 
preparation of a system of accounts and reporting of gas FERC Docket No. RM 80-42, 1980. 
and Oil pipelines to be 

rate proceedings involving electric, gas, and telephone 27, 1984,':, 
utilities. Mr. Majoros also assisted in an antitrust 
proceeding involving a major electric utility, He submitted "The Use of Customer Discount Rates in Revenue Requirement 
exDefi teStimOnv in FERC Docket N ~ .  ~ ~ 7 9 - 1 2  ( ~ 1  paso Comparisons." Proceedings of the 25th Annual lowa State 

by a state regulatory "Telephone Company Deferred Taxes and lnvestment Tax Credits - 
commission; accounting system analysis and design for A capital L~~~ for Ratepayerr, public utility Fortnjghtly, September 

Natural Gas Corbanv). In addition. he co-authored a studv Regulatory Conference, 1986 
entitled Analysis' of -Staff Study on Comprehensive T& 
Normalization that was submitted to FERC in Docket No. 
RM 80-42. 

Handling Equipment Sales Company, Inc. 
Treasurer (1976-1978) 

Mr. Majoros' responsibilities included financial 
management, general accounting and reporting, and 
income taxes. 

Ernst & Emst, Auditor (1973-1976) 

"The Regulatory Dilemma Created By Emerging Revenue Streams of 
lndependent Telephone Companies," Proceedings of NARUC 1019 
Annual Convention and Regulatory Symposium, 1989. 

"BOC Depreciation lssues in the States," National Association of 
State Utility Consumer Advocates, 1990 Mid-Year Meeting, 1990. 

"Current lssues in Capital Recovew 3dh Annual lowa State 
Regulatory Conference, 1991. 

"lmpaired Assets Under SFAS No. 121," National Association of 
State Utility consumer Advocates, 1996 Mid-Year Meeting, 1996. 

"What's 'Sunk' Ain 't Stranded; Why Excessive Utility Depreciation is 
Avoidable," with James Campbell, Public Utilities Fortnightly, April 1, 
1999. 

Mr. Maioros Was a member of the audit staff where his "Local Exchange CarrierDepreciation Reserve Percents,"with 
responsibilities included auditing, SuPeNision, business Richad 8. Lee, Joumal of the Society of Depreciation Professionals, 
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Michael J. Majoros, Jr. 

Federal Reaulatow Aaencies 

Date Aaencv Docket Utilitv 
I I 1 
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1999 
2000 
2000 

Michael J. Majoros, Jr. 

Michigan 331 u-11495 Detroit Edison 
Delaware 241 99-466 Tidewater Utilities 
New Mexico 34/ 3008 US WEST Communications, Inc. 



Appendix A 
Page 5 of 8 

Michael J. Majoros, Jr. 



Appendix A 
Page 6 of 8 

Michael J. Majoros, Jr. 

PARTICIPATION AS NEGOTIATOR IN FCC TELEPHONE DEPRECIATION 
RATE REPRESCRIPTION CONFERENCES 

COMPANY 

Diamond State Telephone Co. a/ 
Bell Telephone of Pennsylvania 31 
Chesapeake & Potomac Telephone Co. - Md. 81 
Southwestern Bell Telephone - Kansas a/ 
Southern Bell - Florida &/ 
Chesapeake & Potomac Telephone Co.-W.Va. _U 
New Jersey Bell Telephone Co. I/ - Southern Bell - South Carolina 
GTE-North - Pennsylvania a/ 

- 

- 

YEARS CLIENT 

1985 + 1988 
1986 + 1989 
1986 
1986 
1986 
1987 + 1990 
1985 + 1988 
1986 + 1989 + 1992 
1989 

Delaware Public Service Comm 
PA Consumer Advocate 
Maryland People’s Counsel 
Kansas Corp. Commission 
Florida Consumer Advocate 
West VA Consumer Advocate 
New Jersey Rate Counsel 
S. Carolina Consumer Advocate 
PA Consumer Advocate 

L 

... .. 
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Michael J. Majoros, Jr. 

PARTICIPATION IN PROCEEDINGS WHICH WERE 
SETTLED BEFORE TESTIMONY WAS SUBMITTED 

STATE DOCKET NO. UTILITY 

Maryland 81 7878 Potomac Edison 
Nevada 88-728 Southwest Gas 
New Jersey I/ W R90090950J New Jersey American Water 
New Jersey I/ W R900050497J Elizabethtown Water 
New Jersey 11 WR91091483 Garden State Water 
West Virginia _U 91-1037-E Appalachian Power Co. 
Nevada a 1  92-7002 Central Telephone - Nevada 
Pennsylvania 31 R-00932873 Blue Mountain Water 
West Virginia/ 93-1 165-E-D Potomac Edison 
West Virginia21 94-0013-E-D Monongahela Power 
New Jersey I/ WR94030059 New Jersey American Water 
New Jersey I/ W R95080346 Elizabethtown Water 
New Jersey 11 W R95050219 Toms River Water Co. 
Maryland 81 8796 Potomac Electric Power Co. 
South Carolina 1999-077-E Carolina Power & Light Co. 
South Carolina =/ 1999-072-E Carolina Power & Light Co. 
Kentucky %/ 2001-104 & 141 Kentucky Utilities, Louisville Gas 

Kentucky %/ 2002-485 Jackson Purchase Energy 
and Electric 

Corporation 
*.. . .  
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Clients 
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FLORIDA PUDLIC SERVXCL: 
COFD(1SSXON FVEL PROCUREMENT POLICY 

Gnnaral 

The Public ssrviee Conmlasion rcaulres thnt all exmnss 
rrasafated wlth the procurement oE fuel.  fuel relbtd handitno 
aervicem and Luol tranmportation whlch.nro recovered throuqh the 
h a 1  Adjustment CIeuaa be prwdently incurrc.1. result from 
comprcltlvm procurement procedures. be reasonnbly conpetitlvs ln 
COEt or value teletlve to what ether W e r s  n r e  pnyinq undsr 
riqi1.r terhe and conditloha for Eual or services of cononrabla 
quallty or specifications and rerult from sound ndminlstratlon o t  
f u e l  supply agreement.. 

6. To ncconplleh the ohjectivns exprcssefl In ( A ) ,  tht 
Cahniasion establl8hee ths following guidelines thnt It rcconmeh4n 
to electrlc utillCIes vaatlng fuel expense recovr?ry throuqh tho 
Fuel Adjuatamnt Clause. The CommIselon fully tecoqnicea that 
dlttecing fuel mlres nnd plent locnttonn will nrccssnrily result 
i n  vamtly dlfPerant fuel procuremaant stratoqles. Ilowlrver. the 
Comniaalon 6100 believe. that thorn 4rc ccrtaIn fuhdancntsl. , 
cmmon prwedurer which, when employed, vi11 result In ths low-to 
ion9 run overall fusJ. expenme to the comp-nton and thnIr 
ra topayarm. 

C. While the CommlssIon hliavem that compllancn wlth the 
guideliner expressed in this policy will achlavc the lnuant nysten 
tu01 cost, the utility'. management ha. sola respoPsibilftY to 
procur. f u e l  in the moat EOQC etlicient manner Dorsihle nnd 

achlsve this renult. In eonnIderatIon of the ahave. dcportutes 
from Commission policy axe authorized when such deportiirca cnn he 
jUmtlfiDd w d  stiovn to be Ln the best Intercjt of the utilltv and 
its rmtepnyers. 

Deprrtures from Comnlsslon politv whlch throuah Conmireion 
audit. lnvrstigatlcn and hearing can ha'ahw,n to have  rerulte.1 In 
unju.tified addltlehnl fuel axpenno a r c  inn.yproprirce f o r  recovery 
through the Fuol Adjustment Clnusc nnd auch nxpcnsc wlll bE 
dlanllavcd. 

E. If the ComnissIon dncermine., baaed upon S b a t t  nudltt 
and/or investigatloo, th8t a utillty'o unlustificd denrrrturc from 
secorntnded ConmlsnIon pollcy hiti resulted in unneccssnrv fuel 
expense. then the utillty shall bg requlren to nnply crcdlts 
against the clause ot to mnke refunds to Its custmcrs.  

tharcfore it EIloUld have the fl8xibility to employ any means to 

D. 

r. The Conmlnnlon'm guidelines aro intnntionslly broad to 
allow utility nrnogcmsnt the tlerihlllty to tmilnr procurement 
proctduras to Fit a broaa range o t  continqencicr e v l  adopt to 
change8 in Cue1 markets. 

a- 

tltmnc expenses from such ptactlcea. 

Tha burden of proor restn solely with the utlllty to 
'uaant the reasonableness o t  its procurement practlccs end the 

acnrrex overall compliance with Conniaalon pollcy in no 

'.=r trannactIon the ComaissIon mny rcqulrn hlr nDncifIonl1y 
1. 

Tovaa tho rcrponalbility o t  IJ utL1ir.v to IuatiLy nndy 

I 
t 



11. Long-Tom Aqrbosento for E u a l ,  Fu-1 Hanrtllng R a C V l C a S ,  
Pun1 Transpor ta t ion .  Spot  Purchases  and A f f i l i a t e  TranaactlDn. 

r e q u l r e m c n t s  for fuel, f u e l  handl inq sorvlccs and/or 
t r a n a p o r t a t l o n  he p r o c u r e d  undar  tho t o m s  of a long-torn 
c o n t r a c t .  Primary reliance upon long-tar. c o n t r a c t 1  w i l l  c n a u r o  
t h a t  fuel or s o r v l c n a  ~ € 1 1  ba a v a i l a b l e  when required a t  
reeaonahlo,  stable comte t o  t h o  u t i l i t y  ann it. ra tepavars .  

8 u c h  lona-term c o n t r a c t s  bo nagot ia ted  I n  a conpmtIt lvo 
m v i r o n m r n t .  I t  Irr racommanded t h a t  t h o  primary n a t h d  tRIPlOVrf l  
mhauld bo a n  open c o a p e t l t i v e  blddinq ptoccss or .one comphrabla 
e l t e m a t l v o  which prodtrccs t h o  mama r e s u l t .  

a c q u i r i n g  a lonq-term tual or B O ~ V ~ C O S  supply  contract ahauld  bn 
documented and s v a l l a b l e  to t h a  Coar l ss ion  upon reques t .  

D. Vindora ehould he a s l e c t e d  on t h e  baa16 nf a formal 
* v a l u a t i o n  e y r t e r  wh ich  la n e u t r a l  In  I t s  a p p l l c a t i o n  end c a p n b l e  
ot producing q u a n t l f i a b l m  r a t i n o r  nt l n d l v l d u a l  8upDLLers. 
Consldara t iono  o t h e r  t h e n  d r l l v e r o d  price, fuel qual1 t y  an4 vundor 
pertormincc iliould bo t h o r o u g h l y  documented. 

l n e o r p o r e t o  cleat a p c c l L l c a t l o n  Cor t h m  fuel or a a r v l c o  t o  h 
provided  and tmnus/panal ty  provla lona  t o  enour. that  t h e  f u e l  or 
n a r v i c e a  c o n t r a c t e d  for a r 4  provided i n  accordance w l t h  n o n t t a c t  
terms. 

A. The Commission recnlsmcnds t h a t  the n a j o r l t y  OC a u t i l i t v ' s  

8 .  The Comnisiion reconmonds t h a t , '  to tho  s r t n n t  p r a c t i c a h l a ,  

E. A 1 1  a s p e c t a  oL t h e  Procaranent  process employed In 

E. Tho Comntsmion reconmendo t h a t  4 1 1  fuol aaresnaat. 

F. Tho Oaselcr ion  recohmends t h a t  t h a  u t l l i t y  a r r r n q e  for 
a d a q u a r r  fuel i a a p l i n q  t n c h n l q u e s  And aqulpaene to ho deploved A t  

the  poin t  or r e c e i p t  trom the tuel supplier and t h E  po lnr  of 
d e l i v a r y ,  I C  d l € f o r c n t .  Such a procadure w l l l  c n i u r a  t h e t  t h e  
q u a l i t y  of Chc f u c l  received a t : t h e  unloAdfnq t a c i l i t v  1 0  
c o n o i a t e n t  4 t h  t h a t  oE t h e  fuel as..loqdcd, the  invoiced P r i C c * i  
and the  conk,raCt n p e c i l l c a t l o n a .  
a r r a n g m s n t s  ahnuld be c l e a r l y  w r i t f a n  i n  t h a  c o n t r a c t .  

0.  l J t i 1 l t i e s  sub.)cce to the Conr las ion ' s  + u r i 6 4 i c t l o n  s h o u l d  
net  pay for or asreg t o  a y  tot f i i d  or a e r v i c r a  a t  nrlcaa  in 
a x c a s a  of t h a t  d l c t r t c d  c y  t h e  ncqot l4tcd p r i c e  t e r m s  of executed  
c o n t r a c t s  c r i # t l n q  het i rcen auch u t i I i t i e s  and p r o v i d e r s  of a u c h  
fuel or r s r v l c a s .  

Tb7tha e x t e n t  poaslhle, a l l  such 

I t .  T I I m  Conmission racomnends that lonq t am tun1 or s e r v i c e  
c o n c r a c c i  ha bared upan a bas0 p r l c a  p l w  veil deflner l  a r c a ~ a t o r a ,  
p u b l l c  t a r i f f *  or p u b l i c  p o o t l n g s  unlen. a h o n o t l t  t o  t h o  
r a r e p a y e r  can b= damonutraced by uslng eone ocher p z l = i n s  
rrrmnqemunr. 

I n c c r p r r r e  a r i y h c  c o  n m l l t "  clauoo i n  any contrace w h i c h  
u t i l i z e s  OSCalators. The r l q h t  to a u d i t  c l a u s a  shoul.1 qlVe t h r  

. ' 3. The Commission rccommcnrla t h a t  a l l  u e i l i t l o s  u n d o r e e  the 
r i g h t  to  a u d i t  thcosnqli the anntial use of i t a  nun a u d l t  staff or an 
independent  nccoiintinq f l r m .  hny refiiiiela or w l j u r r m a n t s  due. ai 
I d r n t l t l e d  by a u d i t -  eIum1.t be p r n r p t t y  cecolved and c r e d I t a 4  t- 
fuel expoiice. 

I .  1%. Co:mLrnton recommonde t h n t  a l l  r i t l l l t l e s  meek to 

u t i i i r y  tila a u t h o r i t y  to de it ~p*ciiic C O C O ~ A ~  oc tn. ut1ppit.r. 
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R. The Coamioslon recommends Chat any c a c n l a t l o n  mcthodnloqy 
to bo amployma i n  a . long- te rm contract he t i e d  nn c l o n e l y  ao 
poaaible to ac tua l  changes i n  a s u p p l i e r s  v e r l f l a h l e  couts. 

L: The 0x"s.ion recommends t h a t  a l l  u t i l f t f m m  seek t o  
i n c o r p o r a t a  adequate w e l l  d e f i n e d  remedies i n  a11 long-term 
COntraCtm tor rubatanrtnrcl q u a l i t y  performance u h r c l i a h l s  volunb Or 
q u a l i t y  pertotmanee and u n a c e e p t s h l c  high p r i c e  Ovor p r o t r a c t n d  
par lodm of t h e .  

N: It l a  recommended t h a t  a l l  contrnctm and t h e  (nr l lv ldus l  
to?" of each  c o n t r a c t  bm reviewed and approved by Lhc l o a n 1  
ofLira of t h e  u t l l l t y .  

0. Nl u t i l i t y  pe r sonha t  having  any interest i n  p r r t i C U l w  
firm smoking a long term Cue1 or s e r v i c e s  c o n t r a c t  with (I u t i l i t y  
mhould be romovea trou any s e l e c t i o n  proccam, c o n t r a c t  ncqo t i a t lon  
or a d m l n l s t r a t l o n  of (L c o n t r a c t  u i t h  the f l m .  A l l  wrnonnc l  
hbrlnp m y  o t m t l a l  c o h f l i c t  of i n t e r e n t  should ha pruvented from 

-\ 
h a r i n g  any f npact upon t h e  c o n t r a c t l n g  procsss. 

, ' Pi a l l  u t l l i t y  t r a n r a c t i o n  u l t h  n € C i l l a t c d  conpanier  whlch , . p r o v t d a  fuel or f u e l  Cela tcd  a a r v l c a s  shoiild bi bared  on covta  
I r h l c h  are conaimtent wlth or lower t h a n  t h e  c o a t 6  a u t l l f t v  would :, 

Incur I t  t h e  u t t l l t y  r*oaivod t h e  f u e l  ot a e r v l c a r  from a n  
! l ndopendcn t ,  mupplimr i n  t h e  c o n p e t i t l v e  market obta ined  throuqh 
: e o m p a t i t l r a  biddinq. -- 
'--A 

0: al l  spot t r n n a a c t i o n s  should  he prlcwi a t ,  or below. t h e  
marke t  p r l c a  a t  tho t h e  of purchsss an0 ihoula not axcee3 the 
normal aoqtraet p r i c e  Kor slmilar Eva1 or f u e l  r e ln t e t l  r e rv l eeo  
unlems r s q u l r e d  €or c a l i a b i l i t y  purposes. 

utility utilize t h e  term8 of their  long-term c o n t r m t a  rclbtlnq t o  
nfnlmula and raxlmur,,volunaa of f u e l  roqwirml t b  bo rleIivererl In 
order to t aka  advantuqe o f  lover p r i e r s  i n  tk spot market when 

S. 7h- Qmmisrion e x p e c t s  t h a t  any u t i l i t y  which ham a 

R. The Comnisnion expectm. to t h e  ex ten t  poaalbk, t h a t  tnch 

t h e y  e r i a t .  

c o n t r a c t  w i th  a n  a t f l l l a t e d  o r g a n i z a t i o n  s h a l l  n d s i n l r t e r  t h a t  ./ I 
contract In  n "mer l d e n t l c a l  t o  t h e  n f l r i n l n t r r t i o n  o €  a cont rhc t  
wl th  a n  indapandrnt o r p a h i r a t i o n .  

T. Any rueL cr fuel r e l a t e d  t r a n s a c t i o n  which dons not neet 
t h o  a b o h  c r i t e r i a  n h s l l  be den ied  racovory tlirouqh the  fuel 
C1aUae by the Coninlesion. u n l a s a  t h m  u t l l l t y ,  which has thc  f u l l  
bu rden  of proof, can  d c a o n m t m t e  t h a t  th9 t ranmact ion Is in t h e  
be8t ln te res t  of t he  ratwpmycr. 

Upon .lZcquest 

- . . _  .... . .  
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TECO TransDort Cross-Gulf Vessels 

Summarv of Backhaul Bv Trip 

Doris Guenther 
Peggy Palmer 
Gayle Eustace 
Diane Ludwig 
Diana T 
Mary Turner 
Barbara Vaught 

Average 

10/01/01 to 9/30/03 
Trips Backhaul 

LA to TPA TPA to LA Ratio 
39 15 11 38.46% 
43 22 51.16% 
68 60 2/ 88.24% 
34 9 26.47% 
63 61 31 96.83% 
66 61 11 92.42% 
36 4/ 14 38.89% 

349 242 69.34% 

11 Includes 1 trip to LA that does not have an associated trip to Tampa. 
2/ Includes 1 trip to LA that does not have an associated trip to Tampa, 

31 Includes 4 trips to LA that do not have an associated trip to Tampa. 
41 Includes 9 trips that included a load of grain in addition to the coallcoke. 

probably due to 10/1/01 start date of file. 

Source: Data from Port of Tampa 
Vessels with TECO as Agent 
October 1,2001 - September 30,2003 
Does not include all Tugs (Tugs listed took ??-bunkers) ,.. ., 

- 
Snavely King Majoros OConnor & Lee, Inc. 
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Pod ofTampa D.f. 

AFFIDAVIT 

STATE OF FLORIDA 

COUNTY OF HILLSBOROUGH 

ME, the unL-rsigned authority, personally appeared 
who deposed and stated that hekhe provided the attached 

copy of all Tampa Port Authority documents that show all port activities for vessels that show 
TECO as the agent between October 1,2001 and September 30, 2003, including the vessel name, 
schedule number, activity date, commodity in tons, import or export classification, load or 
unload status, berth destination, DF, origin and terminal, and are true and correct to the best of 
hisiher information and belief. 

Sworn and subscribed before me this 22 rid day of I\MU ch 
2004. 

My Commission Expires: dL.27 20% k 

96341 
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Vessels with TECO as Agent 
October 1,2001 .September 30,2003 
Does not Include all Tugs (Tugs listed took on bunkers) 

, 
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GAYLE EUSTACE 
BARBARA VAUGHT 
BARBARA VAUGHT 
BARBARA VAUGHT 
DIANA T 

I I 

~ ~~~~~~~~~~ ~~~ ~ ~ _ _ _  
23870 1 In/2002 PHOSPHATE,.ROCKI BULK 31871 E L 4103 LA D TPA AGRl 
23882 11/7/2002 GRAINS, NOS, BULK 9488 I U 256 TPA D LA CARG 
23882 11/9/2002 COAL 9033 I U 4144 TPA D LA TEGA 
23882 11/9/2002 PHOSPHAT CHEMICAL, BULK 17999 E L 204 LA D TPA CFI 
23900 11/9/2002 COAL 16189 I U 4144 TPA D LA TEGA 
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PEGGY PALMER 
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. . .. .. . . . - . .. . ._, , .... 
PAT CANTRELL I 321181 7/4/20031COAL I 33608 I I I U I 4101 I TPA I D I LA I TEBB 
PAT CANTRELL I 321181 7/6/20031PHOSPHAT CHEMICAL, BULK I 34070 I E L I 204 I LA 1 D I TPA I CFI 
DIANA T I 2 9 i x l  71f i i?nn?lcn~i  I IfidSR I I I II I dldd I TPA I n I I A  I T F G A  
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Tampa Electrlc Company Waterhome Coal Transporlallon 

Calculatlon of Ocean Rate bv Vessel 
5 

Vessel 
PWaV Palmer GaVle Eustace Dorls Guenlher Maw Tumer Dlane Ludwla Barbara V a u a  

I I 88.24% I 38.46% I 92.42% I 26.47% I 96.63% I 38.89% Backhaul Ratio Based on Days (Trips) I/ 51.16% I 
Tons to Blg Bend (9 33 feet ST -Actual Delivery 

Calculatlon 01 Time Charter 
TC Cost Basa 
Preference TC 
Aveege TC (Dibner) 
TC Used - 
Voyage Time at Sea 2/ 
Big Bend Unload in Free Days 
Load Rale as Above 
Shifting Time at Big Bend 
Channel ManeweringlDockingNndocking 
Delay @ 15% of Voyage Time at Sea 
Total Tim 

m 

2 

Vovaoe Rate AssessmeM 
Total l ime Charter Expense 
Fuel at Sea 
Tug Generating Fuel 
Barge Fuel 
Lube Oil 
Tug Assist at Damn1 
Tug Assist at Big Bend 
Misc. Port Expenses 
Total Cost Per Voyage 

33,700 32,000 21,500 28,000 22,000 16,000 18,500 

15,846 32,694 14,819 18.733 10.W3 13,133 13.797 
..25.wO 2 5 . m  2 1 . m  Z2.m 22.m 12.m 2om 

~ ~ ~ ~.~~~ --.--- 
:- 20.423 28&7 17;910 2 0 ; w  16.302 12,567 16,899 

I 15,846 1 32,694 I 14,819 I 18.733 I 10,603 I 13,133 I 13,797 1 

4.32 1.96 3.39 274 4.86 2.79 5.07 
2.00 2.00 2w 200 200 2.00 200 
1.12 1.07 1.00 1.00 1.00 1 .00 1.00 

-. 0.50 0.50 0.50 0.50 0.50 0.50 0.50 

.. 8.58 5.82 7.40 6.65 9.09 6.70 9.34 .ij: ..' 
* - 0.65 0.29 0.51 0.41 0.73 - 0.42 0.76 

Y 136,019 190.252 109.678 124,664 96,357 
2/ 23,572 10,757 13,752 15,l 88 20,266 
2/ 894 978 B62 388 1.100 
z 436 2 3  331 283 487 
2 1,179 538 687 760 1,013, 

500 500 500 500 500 
1 .m 1 .m 1 ,m 1 .m 1 .m 
3,770 3.669 2,545 4.280 2 . m  

167,3F8 207.933 129,406 147,064 123,023 

PerShort Ton (Blg Bend) t 4.97 s 6.50 f 6.02 S 

I/ Percentage of round trips between Wand TPA that carried backhaul. 

2l Adjusted for backhaul. Dibneramount less 112 backhaul percentage. 
31 Reflects Dibner calculated Time Charter rate without Preference Trade premium 

Snaveiy King Majorm O'Connor h Lee, im. 

Based on Port of Tampa data. See Exhibt_(MJM-Z), page 1. 

CONFIDENTIAL 

I I I ( 1 1 I 1 I I 

12481 2 
16,585 

840 
491 
829 
5M) 

1 , m  

150,977 

5.25 t 5.59 S 6.63 S ai6 

I I 1 I I I I 
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Tampa Electric Company Waterborne Coal Transportation 

Calculation of Averaae Ocean Rate 
Dibner Model with Backhaul and Preference Trade Premium Removed 

Cum.Cost I 1 
($000) I Avg. Rate 

$ 55f8 I $ A97 

15124 $ 
20,402 $ 
29,805 $ 5.72 

31,693 $ 5.76 

$ 5.76 Average Rate with No Preference Trade Premium and Backhaul Based on Days 

CONFIDENTIAL -. 

- 
Snavely King Majoros O'Connor & Lee, Inc. 



-No. 031033-EI 
hhjjom -it No. 2 
OruM-3) Pap 3 of4 

BdhalIl Calculdim 

Tampa Electric Company 
Waterborne Coal Transportation 

Adiustment of Dibner Average River Rate 
For Backhaul 

Average 
Ocean Dibner 

Dibner Backhaul Adiusted 
a b C 

Patriot 
Powhatan pt 
Southem IN 
Overland Camp Dock 
Shawneetown 
DeKoven 
Cook 
Cora 

8.24 
10.65 
7.21 
6.97 
6.81 
6.75 
5.98 
7.12 

69.34% 
69.34% 
69.34% 
69.34% 
69.34% 
69.34% 
69.34% 
69.34% 

5.38 
6.96 

4.55 
4.45 
4.41 
3.91 
4.65 

4.71 

Average $ 7.47 $ 4.66 

a = Dibner Report, page 41. See Exhibit-(MJM-3), page 4. 
b = Average backhaul experienced by cross-Gulf vessels. 

c = a-(a'@L?)) 
See Exhibit-(MJM-2), page 1~. 

I ..- ... .. ... .< 

. .  

- 
CONFIDENTIAL 

- 
Snavely King Majoros OConnor & Lee, Inc. 



nd River Transport Costs and Rates 
the precise sources of coal will be determined through Tampa Electric's purchasing 

, the average inland river cost may be on the order of $7.47, based on the average 
gions of interest to Tampa Electric 

. Tampa Electric would buy coal from p@nt further away from Davant because it can achieve overall 
reductions in costs per btu 

By having the flexibility to buy in several regions. Tampa Electric gains purchasing power B 

IAveraae $7.47 $8.15 Der short ton I 

Dibner Maritime Assodales LLC 0 2003 

- 

_. __. .__ . , . .. . ... . . .- . , .. .. ." .. ., . ,. ... .. .. ,.. -. .. . . . 



2 1  West Church Street 

Jac!isonville, Florida 32202-3139 

__ - February 20,2004 

Jti.La STATE OF FLORIDA 
__ 
F 

Office of Public Counsel 
c/o The Florida Legislature 
11 1 West Madison Street 
Room 812 
Tallahassee, FL 32399-1400 
Attn: Mr. R. Earl Poucher 

F- 

i L  E C T R I C  
r 

Senior Legislative Analyst 
W A T E R  - 

Dear Mr. Poucher: 

Per your request to JEA on February 11,2004 to provide specific billing 
information in our possession pertaining to purchases of coal andor petcoke from 
Gulf Coast sources that identify the cost of transport as a separate item for the 
period starting with shipments received after January 1,2002 to current, attached 
please find copies of the following invoices that apply to your request: 

L 

S E W E R  _ _  
7 

e 

CUSTOMER 
Energy Coal s.p.a. 

SSM PETCOKE LLC 
" 'I I' 

" " ,. ' I  

" " ' I  

" " " 

" " ' I  

" 'I ' I  

COMMODITY INVOICE DATE 
Petcoke 09 24 2002 

02 02 2003 
" I 07 29 2003 

08 07 2003 
08 20 2003 
09 26 2003 
10 17 2003 
10 29 2003 

" 

*.. .< ... " 

" 

" 

' I  

" 

For your information, JEA received seven (6 petcoke, 1 coal) additional 
shipments during the period requested, however, none of the invoicing covering 
these deliveries identified the transport as a separate line item. 

RECEIVED 
4 FL3 2 6 2004 

Otfice of 
Public Counsel 



PAGE 2, 

Also attached, please find the notarized affidavit requested covering the 
information provided to your office from E A .  

Contract Fuels Administrator 

cc: J.T. Myers 
Ellen Becker 

attch. 

,.. ., ... .. 
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N. FATTURNINVDICE D A T N M T E  . N.ORDINEIOR0ER NR. TIPOITYPE N. PAG. 

FATTGTA 1 VI 200356 . .  24 /09 /02  

COD. FISC. . P. IVNFISCAL CODE RIF. ORDINEIOROER NR 

F'LFCHASE AWEDIENT DD: 3/04/02, 

Wale Brigata Bisagno, 2 - 16129 GENOVA Italy 
Tel. + 39 010 5479.1 - Fax + 39 010 5479.200 - Tlx 272526 

JACKSCNELTILLE. FL 32202-3139 USA 

- E-mail: info@energycoal.com 

-2 IZION( DI PAGAMEMOIPAYMEM TERMS 

1 5  CALENDAF, DAYS FRCJJY Ri'L - 
- -  

L 
Cap. Soc. € 3.600.000 i.v. 

Cod. Fisc. e Partita IVA IT 03647280100 
C.C:,IAA. GE 366577 - Registro delle lmprese dl Genova n. 50511 -1997 

BANCA DAPPCGGIOIBANK 

- _- 
CODICE AATJCODE 

c .... 

1 1 0 1 2 1 7 1  
L 

DE SCRlZlONElDESCRlPnON 1 U M  I O U A N T . T & O U ~  ... I I 
M/'V SHEILA MCDKfITT - B/L 
ST. 37 .307 .074  IMT 
FROM PT. ARTHUR. TX 

FOB PRICE : TED 1 0 , 4 9 / S T  
FREIGHT AND I N S W 7 C E  : USD 9,00/ST 

TJNIT PRICE USD 19.49/ST 

ST 3 7 . 9 0 7 . 0 7 4  X USD 1 9 , 4 3 / S T  = 

UNRATEABLE VALUE AS PER ART. 7 
COMMA 1 DPR. 633  DATED 26/10 /7% 
AND SUBS. MODIF. 
STAMPS EURO 1 . 2 9  ON THE ORIGINAL ,.. .. 
+LEASE DISPOSE PAYMENT WITHIN 

f o r  : BANCA INTESA B C I  RETE CA 

COMIT NEW YORK 
SWIFT CODE : BCITUS33 

ACCOUNT NR. 161834 
p f t  Code : b c i , t  F ti 3 1 4 7 5 

XQLE VALUE IVNVAT IMPOKTOIVNVAT AMOUNT 

IMPORTOIAMOUNT 

USD 
7 3 8 . 8 0 8 . 8 7  

TOTALE DOCUMENTOVOTAL AMOUNT 



I 
, I.:' : .:  ..., .:.:. : , . .  

P.C.If4.A. GE 366571 -kegislro delle Im 

mm' P . -  
. .  .- - 

ST. 32.488.985 OF PETROLEU" 
FROM PT. ARTHUR. TX - CIF 

M/V MARIE FLOOD - B/L  27/02/03 

. .. 
FOB PRICE:: 

. :. . 
. .  3/ST ' .  - 

IST 32.488.983 X USD 27,53/ST = 

L 

TOT. IMPORT1 NIVVATAMOUNT EOLLOISTAMP _ _  
,T i IWONIEILE'AMOUNT 

T T C r ;  , .. L. 
P - -  I 



... -. 
’ ug-OE,-Z003 13:13 From-ACCOUNTS I )E 

- 
M O 3 1 0 3 3 - U  
uljDIolE.Li(rllrNo.4 
uJu-4 h.r J dl1 
JEADda 

8046657352 

NT 
OCEAN FREIGHT 

NT 

i -  

“(a: MpJ Sheila McDevitr 
BA Date: July 29.2003 

,,,oiswre: 4.88% . -. 
L Weight 38,288.02 NT 

.-. . ’ 

U AK: 14.381 

9.000 344.592.1 38288.020 

38288.020 0.742 

- Customer Original (Reprinted) 
Print Date: 08/06/03 2:55 PM 

Non Taxablc Subtotal 
Taxable Subtotal 
Tax 



I 

'. B R D a t e  I Ship Via 
08/07/03 1 Pat Cantrell - Customer Purchase Order Number - -  

47824 
Item Desuiption 

- 
:ill lo: Ship To: 
Jacksonville Electric Authority 

-Accounts Payable 
P.O. Box 491 0 
Jacksonville. FL 32201-4910 USA 
USA. 

Jacksonville Electric Authority 
JEA Northside Marine Facility 
Jacksonville, FL 

L 

Shipping.Tenns:;, ,. . . )i 
CIF NSMF Net 30 Days 

,. ...$ .: . . ... :.?$pen! T e p . ,  . -. . . 

..Customer Due Dale SSM order.Number 
6830222 JEA 

Unit of Measure1 Quantity Shipped I . ' .  Unit Price Extended Price 

~0d;rt m1m3-m 
M.pmWbihN0.4  
W-4 6 of I I 

Invoice No. 1437 
Invoice Date 08/25/03 

32,998.060 7.300 C-EVRON PASCAGOUIA PETCOKE NT 240,885.84 

OCEAN FREIGHT - NT 33,670.820 9.000 

NT 32.998.060 0.085 

NT 32.998.060 0.868 

3. J ADJUSTMENT 
$7.30 X (14,164 - 14,000) / 14,000 = $0.09/NT 
I 

S-LFUR ADJUSTMENT 
51.40 X (6.50 - 5.88) = $0.87/NT 
F 

1.-. Barge Pat Cantrell 
3/L Date: August 7,2003 
3,-Weight: 33.671.164 NT 
A .  .stwe: 6.12% 
Mfur AR: 5.88% 
1 - r  AR: 14,164 
i( ~: 36 - 

303,037.3 

2,804.8, 

28,642.3: 

- -  
Nontaxable Subtotal 
Taxable Subtotal 
Tax 
Total Invoice - USD - 

- -  

"I, ... 

575.370.3 
0.0 
0.0 

575,370.3 

Piage 1 



S e P .  8. 2003 3 : 3 4 P M  S S ' - ) l L U M B I A  M O  

-Bill To: Ship To: 
Jscksonville Electrlc Authority 
Acwunts Payable 

Jacksonville. FL 32201-4910 USA lnvolce Date 08126103 
USA 

06/20/03 I 

Jacksonville Electrlc AUvlOrlty 
JEA Northside Marine Facility - P.0. Box4910 Jacksonville, FL invoice No. 1447 

. .  . .  . ' 'ShiRL(i* . .  .sn!ppmg,:ierps; : ' .vay.m~nt:Tefms: .' ' ' 

. .  . . .  .. . .. 

L '!!K<g.+?i: .!:. . . . .... 
Sheila McD 2 Net 30 Day6 

custorrpcr:. : : '.I Duaoaw .. . . :. . I  . . SSMadderNumkar" ' ':j .~uet6me~P,urcnase.~~ae~Numner ' ' 

6830222 I 

NT 38.551 310 ICEAN FREIGHT 

NT 38,551,310 BTU ADJUSTMENT .. 
4 7 . 3 0  x (14,252- 14,000)114,000 = $O.I31/NT ..' 

LULFUR ADJUSTMENT 

hi=: MN.Sheila McDevitt (VZ)  
9/L Date: August 20.2003 
B/L Weight: 38,551.49 Net Tons 
Moisture: 5.43% 
sulfur AR: 5.88% 

ABTU A R  14,252 
HGI: 34 

61.40 X (6.50 - 5.88) 2 $0.868/NT 

1 

NT 38.551.310 

... ., 
J 

9.000 

0.131 

0.868 

Nontaxable Subtotal 666,889.11 
Taxable Subtotal 0.00 
Tax 0.00 
~ o t a l  lnvolce - USD .:e@@$~9y-m . .. . . . . . . , . - I 

WIRE TRANSFER INSTRUCTIONS: 
Benk SUNTRUST BANK, ATLANTA, GEORGIA, U.S.A. 
SWIR Code: SNTRUS3A - ABA Routing Number: 061000104 
Account Name: SSM PETCOKE LLC 
AccOUnI Number: 209188707 
I 

Received  Sep-08-03 15:32 From-41091 0063U I 



. - 
Bill To: Ship To: 

Jacksonville Electric Authority 
Att Mike Cross, Jennifer Horn 

Jacksonville Electric Authority 
JEA Northside Marine Facility 

i BILDate. .I . .. Ship Via Shipping Terms. 

; 39/26/03 I Sheila t\ncD 
- -  

Customer Purchase Order Number SSM order Number 

6830222 - - 

2 1  West Church Street 
Jacksonville, FL 32202-3139 

Payment T 

Nei 30 D 
Customer 

JEA 

Jacksonville, FL 
USA 

Item Description' . .  

Invoice No. 1518 
Invoice Date 09/30/03 

Unit of Measure Quantity Shipped I 'Unit Price.; 

MT 
I F  
( : S I N  FREIGHT 

l--U ADJUSTMENT MT 

'. .30 x (14.129 - 14,000) /14,000 = $0.067/NT 

F 

:. JLFlJR ADJUSTMENT 
$1.40 x (6.50 - 6.07) = $0.602/NT 
c 

> 3: M N  Sheila McDevitt 
B/L Date: September 26,2003 
'L Weight: 38,946.84 Net Tons 
, x i u t e :  6.16% 
Sulfur AR: 6.07% 
T U  AR: 14,129 

;I: 3 6  

MT 

38,946.840 9.ooc 

38,946.840 0.06i 

38.946.840 0.60; 

,.. ... .. 

Nontaxable Subtotal 
Taxable Subtotal 
Tax L- Total Invoice - USD L 

-!IRE TRANSFER INSTRUCTIONS: 
-ank: SUNTRUST BANK, ATLANTA, GEORGIA, U.S.A. 
SvjiR Csde: SNTRUS3A - 

BA Routing Number: 061000104 
ccount Name: SSM PETCOKE LLC 

Account Number: 209188707 - 

- 
ns 

S 

Due Date 

Extended Price 

284.31 1.93 

350.521.56 

2.609.44 

23,446.00 

. .  

660,888.9: 
0.01 
0.0' 

660,888.9: 

S S M  Petcoke LLC 

10500 Little 
Patuxent Parkway 
Suite #510 
Columbia. MO 21044 

TLL 410.910.0640 
FAX 410.910.0630 

I 

Page 1 



.. . 

- 
I 

- 
b,.l To: Ship To: 
Jacksonville Electric Authority 

tt Mike Cross, Jennifer Horn 
L1 West Church Street Jacksonville, FL Invoice No. 1547 - Jacksonville, FL 32202-31 39 USA Invoice Date 10/22/03 

Jacksonville Electric Authority 
JEA Northside Marine Facility 

SA 
- Ship Via. Shipping Terms B/L Date ' 1 

- -  SSM order Number Customer Purchase Order Number '' 

M/17/03 I Shiela MCb 

6830222 
_ -  

Payment 

Ne! 30 1 
Customer 

J EA 

=FUR ADJUSTMENT 
$ 40 x (6.50 - 5.96) = $0.756 

,.. .. Item Description 

P: MA/ Sheila McDevitt 
z Date: October 17, 2003 
31 Weight: 39,009.96 Net Tons 
Wsture:  6.75% 
5 lfur AR: 5.96% 
0TU AR: 14,077 
SI: 36; 

Unit of Measurel' Quantity Shipped 1 Unit Price 

NT 

0. 

39.009.960 0.7E 

- 
Nontaxable Subtotal 
Taxable Subtotal 
Tax 
Total Invoice - USD 

I 

I-- 
WIRE TRANSFER INSTRUCTIONS: 
-mk: SUNTRUST BANK, ATLANTA, GEORGIA, USA 

ABA R:outing Number: 061000104 
-;count Name: SSM PETCOKE LLC 

Nifl Code: SNTRUS3A 

;count Number: 209188707 

ns 

S 
Due Date 

Extended Price 

284,772.71 

351,089.64 

1,560.40 

29,491.53 

666,914.28 
0.oc 
0.oc 

666,914.28 

SSM Petcoke LLC 

lOSO0 Little 
Patwent  Parkway 
Suite #S10 
Columbia. MD 21044 

TEL 410.910.0640 
FAX 410.910.0630 



...... . . .  
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Lh&d 031033-EI 
~ E x b i b i t s N o . 4  
MR(4 IO of I1 .... - '1 '"7 I JEArnm 

B/L Date 1 Ship Via Shipping T e n s  I-__ 
-10/29/03 I Sheila McD 

S S M  order Number - 
Customer Purchase Order Number i- 6830222 

-~ ~. ' I  

L 

oil1 To: Ship To: 

-Jacksonvi l le Electric Authority 
Att Mike Cross. Jennifer Horn 

Jacksonville Electric Authority 
JEA Northside Marine Facility 

Payment Terms 

Net 30 Days 
Customer Due Date 

JEA I 

I m R O N  PASCAGOULA PETCOKE NT 34,742.1 00 7.300 I 
253.617.3: 

t-:EAN FREIGHT 

Nontaxable Subtotal 
Taxable Subtotal 
Tax 
Total Invoice - USD 

1. 

NT 34,742.1 00 9.000 312,678.91 

588,739.E 
O S  
OS 

588,739.6 

BTU ADJUSTMENT NT 34.742.100 0.030 1.042.21 
-.30 x (14,058 - 14,000) /14,000 = $0.030/NT 

-JLFUR ADJUSTMENT 
,413 >: (6.50 - 6.06) = $0.616/NT 

-a: MIV Sheila McDevitt 

B/L Weight: 34,742.10 Net Tons 
'3isture: 6.62% 

ilfur AR: 6.06% 
BTU AR: 14,058 

L Date: October 29, 2003 

NT 34.742.100 0.616 21,401.1: 

,.. ,.. 



L 

STATE OP O K 1  2. 

c o u "  OF f;3hV& 

BEFORE ME, the undersigned authority, personally appeared 

@{dW& , who deposed and stated that(@/she 

provided the billing invoices for coal/ etcoke purchases and 

coal/ etcoke transport received by Jacksonville Electric Authority 

since January 1, 2002 to date, and are true and correct to the best 

of @/her information and belief. 

cz3 a 

DATED at , this day 

.of 

. . . .  
Recalvad Fab-12-04 1 6 3  - 

10 

From-8504884481 
. ._ . . . . .. . . . .. .... 

To-JEA FUELS HCHT Paor 03  



, 

1 1 1 I I I I 1 1 ,  I 1 1 1 I .  1 I 
' .  

,l. 

2 
3. 

4. 

. .  

Tampa Electrlc Company 

Comparlson of Ralex 

TECO JEA SNAVELY KING 
Dlbner 

R"er 1x15 ~ ~ 4 7  7.21 L.aa 4.88 

Termlnal 222 $5 245 2.45 222 
8.32 7.06 5.m 5.76 - -- Oman .. 

Total 18.69 17.90 14.77- 16.41 13.09 12.116 

I .  

5. Pol coke from Easl TX 10.21 10.88 9.00. 
.. 
..  

Source bv Colum -_ 
cot. (1). b e t  14 Dbner Replapage SS.(lhis reflects p i i r  conlrad). See Exhlbl~(MJt4-5). page 2. 
Cal. it]. Lhe 5 - OPCs ;SI Request for pF&Crion a: Documentc. Quesfh 8. bal!!s ?age 93C. See Exh;M~(MJMS) .  page 3. 
Col. (2). Unes 1-3 - DlbnerReporl. pa& - - 

-3 k C& (3), Liw 4 - hldJuily Oclober 23.2333 Iesllmony. ccnretvaUve es:imale y3.115eal eSllmalE See ExhWi(t.1JI.i-5). page 5 roc calcIdnllon. 
5 CoL (4). Line 1.- EYhbil,-(htJtd(-5). page 0. 

Col. (5). Cne 2 - DBner report page 50. See Exhibil-(lulJ:&5), page 8. rq 
I .  

Col (71. Un, 5 - ExhlbC_(t4Jh!4). .. .. .. .. .: , 
Cd. (E), Unes I. 8 3 - Exhib~(XJk l -3 ) .  
Cd. (E), Una 2 - Dibnsr Repor(. p a p  G8 (lhls refecls prior co;r:raclJ. See GhhiL(XJF.1-5). pape 2. 

(ra:es "pored to.ECX3 Trampmi. ncl adjusted for errorfaaad later). See Exh0ll(6.W.>5). pagoz. 
Cd. (2), Una 5 - Olbntr repart. pane 86.: 2? ee ExhibiL(:M.!-S), p q a  1. 

Col. (a, Lher 1 & 3 - Wbner ocean &$sled kr backhaul snd nmnvll olpeleienca premlum. Rh'erarl;usled lor baskhaul. Sew ExhiML(MJX-3). 
( 1  

. 

.. 



I I 1 1 I I I I I 

$7.47 per short lon 
7.98 

Inland 
Ocean 0.32 . , 
Termlnal 7.22 2A5 
Total Rale $10.69 617.90 

$8.45 . <? 

.: . 
, 

I , I ,  1 I I I 

. .  

Summary 
average total recomrqended rate is $17.90, S0.79 less !han the comparable current 
age rate of $18.69 -. 

. .  
. '' 

.*. 

' .. 

1 *C 
u 
L 
T 
c :, 
rr z 
r" 

5 r 

. Ad]ustmenl lo these tales should bc calculafod quacterty acmrdhg lo Ihc food, varlable, and fuel 
"ponenls  pmsenled In each scclion 

. Variable component to be ad&cd. by dividing ihe 3-month average of Iho Consumer Prlca Index and 
Producer Price Index lor the $hl by Ihe indices'values al  the beglnnhg or ihe c0ntra;cl perid and 

a Fuol compononl lo be adluslod by dividing (he nveraoe Plans Oilgram Gulf Goad Walerbone No. 2 Fuef 
Oil Prico :Low for all days for which a price is reported In !he quarter by bo fuel cost compononl 
prcacnlod in {his reporl 

P 
- N  
0 

- No adjustmenis Wil: he ma'de-to the lerminal rals 

. .  mulllp:ying the result by Ihe varlab!e cost  ccmponcnls prcsen!ed In Ihls report "Z 

I 





i 
i I 

1' 

.' 

1 I I 1 1 I I 1 1 1 1 I 1 1 1 

pa Electric Ocean Coal Transportation 
ternative rate in the..eved that Tampa Electric acquires pet coke from East Texas 

ers is $10.88 per ton ! 

%. 

m This rate is based on loading atone of lhreo terminals in the Port ArthurlBeaumont area 

I This role is based on lhe time charter earnings of !he.barge PEGGY PALMER to Big Bend at tho . 

- The PEGGY PALMER was chosen because its roquired rata is closes! lo thc Davvsnl-Big Ben!! 
samo daily time charler rate 

average . The escalation composition of this movement is: 
% 

'i . 

Coniponents of CPt? per ton 
-I ' . ,:,: .. 1.52 14% 

P Fixed 4.17 38% 
5.19 48% 

10.88 100% 

P Fuel 
a! 

Varlab:e 

:\ -:. 

. ,  . , '  

' I  

i i , ; .: 
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Tampa Electric Company ... 

Cslculation of Maximum Volume Discount 
Per CSXT BiU 

.... 
1. A w d g c  Rail Rate 
2. Max'mumTons 
3. ioM ko+wni Charge 

(L I * L. 2) 

4. DirecKlnt 
5. Dirmunled Tons 
0. Mcxjmum Diwunl  

( L 4 ' L . S )  

7.. ... ToldDi&countcd ChYpe 
. .  (L. 1 - L. 6) .... . .  

8. AvcraQo Discounlcd Rate .... . (L7IL.2) 

5 16.41 

90,255,000 
5,500,000 

. .  s 2.00 - 4.soo,oDo 
t Y,OOO,ODD 

t 81255,000 

f 14 77 

. .  

. .  - 

- 
- Snsvcly King Majoros O%omor h Le@. Inc. 

. .  .. . .  

.. .. .-.. . *.--. . ...... 

. .  - 



r;: .. . 
cnlculalion of Avfrase ACBL Bid 

... 

8.24 
10.05 
7.21 
6.97 
6.81 
6.75 
5.98 

223.2 

?.E5 
10.49 
7.05 
6.75 
6.15 

5.70 
6.n 

6 . 5 5  

Average 5 7.47 s 7.21 

. .  
1/ CIitrncr rcp~t. pa@ 41. See Exhiblt-(MiM-J). pJIJ0 4. 
21 Ontcs page 927 born OPC's 1st Rsquestfor POC. QS. Sec Exh:bit,(N,JM-S). DaQo 7 
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TAMPA ELECTRIC COMPAh' Majora F,KbibitNo. 2 
DOCKET NO. 031033-E1 
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e Recommendafion 
> 

'. 5. 
.> 

.- 

The IMT rales may be wnsidere4.a legitimate indkalkm o::tie currenf markeland TECO Transport should bo 
cffcrcd the opporiunlty to meot erbeat this pricing 

The terminal rate charged lor each monlh should bo established st the rafes shown be!ow, Sased upon Ihe 
fonnanc shicned coashvlse, and reflecting the time lhal coaslal vessols are at lh:! torminal and avallablc'[or 

-. ... . ... .: 
".: 
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