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Mr. Scott Boyd, Executive Director O w
Joint Administrative Procedures Committee R

Room 120 Holland Building ‘ CJ
Tallahassee, FL 3399-1300

Re:

I

Docket No. 041172-EI - Tampa Electric Company's Petition for Declaratory
Statement

Dear Mr. Boyd:
The Commission has received a Petition for Declaratory Statement from Tampa Electric

Company on October 1, 2004. A copy of the petition is enclosed. A notice will be published in the
Florida Administrative Weekly on October 13, 2004.

Singerely,

litad ¢ (B2

Richard C. Bellak
Associate General Counsel

cC: Division of the Conumission Clerk
and Administrative Services

041172 tampa petition.rcb.doc
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Tampa Electric Company’s ) DOCKET NO. _ -
Petition for Declaratory Statement. )
= =n ) FILED: October 1, 2004

TAMPA ELECTRIC COMPANY’S
PETITION FOR DECLARATORY STATEMENT

Tampa Electric Company (“Tampa Electric” or “the company”) pursuant to Section
120.563, Florida Statutes, and Chapter 28-105, Florida Administrative Code, hereby petitions the
Commission for a dcclaratory statement rcgarding the appropriatc accounting treatment for
Tampa Electric to follow in order to record and recover prudently incurred storm damage costs
that exceed the company’s storm reserve balance and, in support thereof, says:

1. Tampa Electric is a Florida corporation whose principle offices are located at 702
North Franklin Strect, ‘l'ampa, Florida 33601. The company is an investor-owned clectric utility
subject to the jurisdiction of the Commission under Chapter 366, Florida Statutes.

2. The representatives of the company who rcccive notices and pleadings in this

docket are:

Angela 1. Llewellyn Lee L. Willis
Supervisor, Regulatory Coordination James D. Beasley
Tampa Elcctric Company Ausley & McMullen
Post Office Box 111 Post Office Box 391
Tampa, F1. 33602 Tallahassee, KL 32302
(813)228-4111 (850) 224-9115
(813) 228-1770 (fax) (850) 222-7952 (fax)
3, The statutory provisions, agency rules and agency orders on which a declaratory

statement 1s sought include Sections 366.04, 366.05 and 366.06, Flonda Statules; Rules 25-

6.0143(1) and 25-6.0143(4)(b), Florida Administrative Code; Order No. PSC-96-0023-FOF-EI,
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issued January 8, 1996, in Docket No. 951433-El, In re: Petition for approval of special

accounting treatment of expenditures related to Hurricane Frin and Hurricane Opal bv Gulf

Power Company, and thc Commission’s recent rulings on Septecmber 21, 2004 in Dockets Nos.

041085-El, In re: Petition for approval 1o establish regulatory asset for costs in excess of Storm

Damage Reserve Fund, by Progress Energy Florida, Inc. and Docket No. 041057-El, In re:

Petition for approval to establish as regulatory asset anvy costs charged to Account Nom 228.1 in

excess of Storm Reserve, by IFlorida Power & Light Company.

4. Tampa Electric 1s not aware of any disputed issues of material fact relating to the
declaratory rclief sought in this petition.
Background

S. Pursuant to prior Commuission orders and consistent with Rule 25-6.0143, Florida
Administrative Code, Tampa FElectric has established a storm and property insurance reserve
(“Storm Damage Reserve™) Account No. 228.1, Accumulated Provision for Property Insurance,
which is intended to provide the reserve necessary to cover the costs of repair and restoration
caused by damage from storms. As of August 31, 2004 the balance in Tampa Electric’s Storm
Damage Reserve was approximately $42.7 million.

6. Tampa Clectric’s system has sustained extensive damage from Hurricanes
Charley, Frances and Jeanne during August and September of this year. Preliminary cost
estimates for electric service restoration following Hurricanes Charley and Frances exceed $30
million in the aggregate. The preliminary estimates for storm preparation and restoration
following Hurricane Jeanne are not yet known. However, the total cost of damage from all three

storms are expected to exceed Tampa Electric’s Storm Damage Reserve.
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7. Hurricane Charley came ashore on August 13, 2004 in the Ft. Myers/Sanibel
Island, Florida area south of Tampa.. This hurricane signiﬁcéntly impacted Tampa Electric’s
electric service infrastructure in Polk County, particularly in the Winter Haven area. This storm
caused approximately 78,000 electric scrvicc outages within Tampa Electric’s service area with
the cost of storm preparation and restoration cstimated to be apﬁfoximately $10 miilion.

8. Hurricane Frances came ashore on September 4, 2004 near Stuart, Florida. This
very large, slow moving storm had a significant impact throughout Tampa Electric’s service
territory.  Approximately 268,000 of Tampa Electric’s customers were without service at the
peak of the storm. The total storm related costs as a direct vesult of Hurricane Frances is
estimated to be approximately $20 million.

9. Hurricane Jeanne came ashore on September 26, 2004 near Stuart, Florida,
following a very similar path as Hurricane Frances. The impact of this storm was felt throughout
Tampa Electric’s service territory with significant structural damage in the castern regions and
tree and limb related outages in the western regions of the company’s service area. Hurricane
Jeanne caused storm related outages to approximately 285,000 customers served by Tampa
Electric.

10. At this time Tampa Electric cannot estimate with certainty the tolal storm related
costs associated with Hurricanes Charley, Frances and Jeanne, or predict what additional costs
might be incurred in connection with additional storms that may strike the company’s service
territory during the remainder of the 2004 hurricane season. However, it is very clear that storm
damage thus far in the 2004 hurricane season will cause the company to incur storm preparation

and restoration costs that exceed the Storm Damage Reserve the company had accrued prior to
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the unrelenting hurricane landfalls that have occurred in Florida during the 2004 hurricane
season.

11. All of the investor-owned electric utilities and their customers in this stale have
felt the devastating impact of this hurricane season. Tampa Electric has rcviewed the petitions
filed on behalf of Florida Power & Light Company (“T'PL”) a;ld Progress Encrgy Florida, Inc.
(“PEF”) seeking current authorization for the future recovery of reasonable and prudently
incurred storm damage costs in excess of their respective storm damage reserves, and the
Comimission’s disposition of those petitions.

12. The FPL and PEF petitions were considered by the Commission at its September
21, 2004 Agenda Conference. There the Commission voted to approve with modifications to the
Staff’s recommendations. As rellecled in the vote sheets attached hereto as [Ixhibit “A” the
Commission concluded that the two petitions should be-denied as being unnecessary and
premature in that the utility should rccord prudently incurred storm damage costs in Account No.
228.1, accumulated provision for property insurance, as required by Rules 25-6.0143(1) and 25-
6.0143(4)(b), Florida Administrative Code. The Commission further concluded that after the
actual amounts of the costs or reasonablc estimates subject to true-up are known, FPL and PEF
may then file petiﬁons seeking an alternative accounting treatment for recovery of prudently
incurred storm damage costs that exceed their storm damage reserve balances. The two petitions
were denied with the understanding that the companies will continue to book amounts consistent
with current accounting practice, which will be subject to Commission review and approval
when their pelitions are subsequently filed.

13. The Staff’s recommendations in the FPL and PEFF dockets refer to the

Commission’s decision in Order No. PSC-96-0023-FOT-EI, issued January 8, 1996 in Dacket
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No. 951443-El, In re: Petition for approval of special accounting treatment of expenditures

relating to Hurricane Erin and Hurricane Opal by Gulf Power Company. There the Commission

recognized that there could be times when the storm reserve could have a negative balance. In
their recommendations the Staff reasoned that because all of the charges are made to the
accumulated resérve regardless of the balance, the uﬁ]ity’s exf)énses and, hence, net income, are
unaffected by the storm damage costs that exceed the storm rescrve balance. In other words, this
treatment defers the negative balance for recovery in future periods through the normal storm
reserve accrual and/or an alternative recovery mechanism. The Staff concluded that it 1s
unnecessary o create a separate regulatory asset to do this because allowing a negative balance
to bc rccorded in the storm reserve (Account No. 228.1) serves the same purpose as is
contemplated by Rule 25-6.0143, Florida Administrative Code. 'T'hus, the recovery of prudently

incurred storm preparation and restoration costs was approved in the Gulf Power Company case.

14.  The above-referenced statutes, rules and orders of the Commission may
substantially affect Tampa Electric in its particular sct of circumstances depending upon whether
the same storm damage accounting practices and cost recovery process approved for FPL and
PEF at the Commission’s September 21, 2004 Agenda Conference also apply in the case of
Tampa Llectric.

Declaratory Relief Requested

15. Tampa Electric’s uncertainty regarding the appropriate accounting practices and
storm damage cost rccovery principles in the wake of Hurricancs Charley, Frances and Jeanne
can be alleviated by a declaratory statement by the Comfnission as follows:

Tampa Electric should record prudently incurred storm damage
costs in Account No. 228.1, accumulated provision for property

insurance, as required by Rules 25-6.0143(1) and 25-6.0143(4)(b),
Florida Administrative Code. After the actual amount of the costs
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or a reasonable estimate subject to true-up 1s known, Tampa
Electric may then file a petition seeking an alternative accounting
treatment for recovery of prudently incurred storm damage costs
that exceed its storm damage reserve balance. Thus, Tampa
Electric should continue booking amounts consistent with current
accounting practice, which will be subject to Commission review
and approval when its pctition is filed. This result is intended to be
consistent with that approved for FPL and PEF addressing the
2004 hurricane related costs that are expected to exceed their
reserve balances.

WIIEREFORE, Tampa Electric Company respectfully requests the Commission issue a
declaratory statement substantially as set forth above and thereby alleviate Tampa Electric’s
uncertainty as to the appropriate accounting procedures and cost recovery principles that should
apply with respect to the unprecedented storm damage costs the company has incurred and
continues to incur during the 2004 humricane season.

_,sF
DATED this _/ = day of October 2004.

Respecttully submitted,

%Qz«w 2=y S
E L. WILLIS

JAMES D. BEASI.EY
Ausley & McMullen
Post Office Box 391
Tallahassee, F1L. 32302
(850) 224-9115

ATTORNEYS FOR TAMPA RLECTRIC COMPANY



