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Case Background 

On October 12,2009, Tampa Electric Company (TECO or Company) filed a Petition for 
a step increase in rates pursuant to Order No. PSC-09-0283-FOF-EI (Final Order), issued April 
30, 2009, and confirmed on reconsideration in Order No. PSC-09-0571-FOF-EI (Order on 
Reconsideration), issued August 21, 2009. 1 

The Final Order, in part, granted TECO a step increase in rates to generate a maximum of 
$33.5 million of additional revenue effective January 1, 2010. This step increase was designed 

1 Docket No. 080317 -EI, In re: Petition for rate increase by Tampa Electric Company. 
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to allow TECO to recover the deferred costs to construct five combustion turbines (CTs) during 
2009 and a new rail unloading facility at Big Bend Station (Rail Facility) to be placed in service 
toward the end of 2009. The step increase was authorized subject to conditions that these 
facilities would be completed and placed in commercial operation by December 31, 2009, and 
that the five CTs would continue to be needed for load generation. 

The Intervenors in TECO's rate case proceeding (the Office of Public Counsel (OPC), 
Office of Attorney General (AG), the Florida Industrial Power Users Group (FIPUG) and the 
Florida Retail Federation (FRF)), jointly filed a Motion for Reconsideration contesting the 
Commission's decision to grant the step increase. The Order on Reconsideration reaffinned the 
step increase and provided that a new docket be opened to evaluate whether the conditions 
imposed in the Final Order have been met.2 This docket was opened on July 15, 2009, for the 
purpose ofmaking that determination. 

On September 14,2009, the Intervenors in the rate case proceeding filed a Joint Notice of 
Administrative Appeal with the Supreme Court of Florida of the Final Order and the Order on 
Reconsideration, appealing the decision of the Commission to grant the step increase. 

By Order No. PSC-09-0842-PCO-EI, issued December 22, 2009, in this docket, the 
Commission set the matter of the step increase directly for a formal administrative hearing to 
determine whether TECO satisfied the three conditions for the step increase set out in the Final 
Order and affirmed in the Order on Reconsideration.3 Also, in that Order, the Commission 
authorized a revised step increase of $25,742,209, subject to refund with interest pending final 
disposition of this matter. On March 11, 2010, Order No. PSC-I0-0144-PCO-EI (Order 
Establishing Procedure) was issued, scheduling the matter for an administrative hearing on 
September 1 and 2,2010. OPC and FIPUG have intervened in this docket. 

A Joint Motion for approval of Stipulation and Settlement Agreement (Joint Motion) was 
filed on July 20, 2010, by TECO, OPC, AG, FIPUG and FRF (Joint Movants). The proposed 
Stipulation and Settlement Agreement (Stipulation) is intended to resolve all issues pending in 
this docket and in the appeal of the rate case Final Order and Order on Reconsideration. A copy 
of the Stipulation is appended to this recommendation as Attachment 1. 

On July 20, 2010, TECO filed a Consented Motion to Abate requesting that the 
Commission hold this proceeding in abeyance pending approval of the Stipulation, which was 
granted on July 22, 2010, by Order No. PSC-IO-0468-PCO-EI. That Order provides that if the 
Stipulation and Settlement Agreement is not approved by August 31, 2010, this matter shall be 
set for hearing and new procedural dates shall be set. 

On July 30,2010, staff sent a data request to TECO regarding the Stipulation. On August 
2, 2010, staff and the Joint Movants met to discuss TECO's responses to the data request. On 
that same day, TECO provided written responses to staff's data request. Minor revisions to two 
responses were filed on August 4,2010. 

2 Order No. PSC-09-0571-FOF-EI, at 12. 
3 Order No. PSC-09-0842-PCO-EI, at 6. 

-2­



Docket Nos. 090368-EI 
Date: August 5, 2010 

This recommendation addresses the Joint Motion for Approval of Stipulation and 
Settlement Agreement. The Commission has jurisdiction pursuant to Sections 366.05 and 
366.06, Florida Statutes (F.S.) 
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Discussiou of Issues 

Issue 1: Should the Commission approve the proposed Stipulation and Settlement Agreement? 

Recommendation: Yes, the Stipulation is in the public interest and should be approved. TECO 
should be required to file revised tariff sheets for administrative approval by staff to reflect the 
reduced rates for the Interruptible Service class effective January 1, 2011. (Chase, Draper, 
Slemkewicz, Ballinger) 

Staff Analysis: As noted in the case background, the Joint Movants have proffered the proposed 
Stipulation (Attachment 1) as a complete resolution of all matters pending in this docket and in 
the pending appeal in the Supreme Court of Florida, styled Citizens of the State of Florida, 
Office of Public Counsel, et al., Appellants v. Matthew W. Carter II, etc., et al., Appellees, Case 
No. SC09-1723. The major elements contained in the Stipulation are: 

• 	 A refund of $24,000,000 to TECO's retail customers in the form of a one-time 
credit to customers' bills. (Paragraph 1) 

• 	 Current rates for all retail customer classes except for the Interruptible Service 
(IS) class will remain in effect on a permanent basis until the next change in base 
rates. The current rates were approved in this docket pursuant to Order No. 09­
0842-PCO-EI, issued on December 22, 2009, on a temporary basis subject to 
refund with interest. (Paragraph 2) 

• 	 Current rates for the IS customer class will remain in effect for the remainder of 
2010. Effective January 1, 2011, the rates applicable to IS customers should be 
adjusted to effect a $1.28 million annual reduction in revenues from that class. 
(Paragraph 2) 

• 	 Upon approval of the Stipulation in its entirety by the Commission, OPC, AG, 
FIPUG and FRF will dismiss with prejudice their appeal of the Final Order and 
the Order on Reconsideration in TECO's last rate case. (Paragraph 3) 

The proposed Stipulation consists of seven paragraphs of agreement among the Joint 
Movants. Staff believes that several of the paragraphs merit comment or clarification. These are 
as follows: 

Paragraph 1: The one-time credit agreed to by the Joint Movants will include a refund 
of $22.72 million to non-IS customer classes and the remaining $1.28 million refunded to the IS 
customer class. Refunds will be applied only to active bills at the time the refunds are made. It 
will appear as a separate line item on the bill, which will be called "one-time rate refund." Since 
the step increase was implemented with Cycle 1 billing for January 2010, the refund will also 
commence on Cycle 1 billing one month following the date the order regarding such refund 
becomes final and non-appealable. The one-time refund is expected to appear on the November 
2010 bills. 
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In response to staff s data request, TECO provided the calculation showing how the 
$22.72 million refund amount will be allocated to the various non-IS customer classes. First, 
the total refund amount is allocated to the customer classes based on the demand allocation 
factor approved in the last rate case. The resulting refund dollar amount per class is then divided 
by the average monthly usage from the last rate case test year to arrive at a refund cent per kWh 
factor. To determine the final refund amount per customer, the appropriate cents per kWh factor 
will be applied to each customer's billed kWh consumption during the month the refund is made. 
For example, using this methodology, the residential refund factor is 1.852 cents per kWh. Thus, 
a residential customer who uses 1,000 kWh during the month the refund is made will receive a 
refund of$18.52 (or $18.99 with the inclusion of the gross receipts tax savings.) 

While the dollar amount of the refund per class is determined by the cost of service study, 
the refund mechanism will be based on an energy basis (cents per kWh) for all customers. This 
approach requires the least amount of programming of the Company's billing system and will 
allow the refund to take place more quickly. Any overpayment or underpayment of the one-time 
refund amount will be trued up through the fuel and purchased power cost recovery clause, 
which is also applied on a kWh basis. 

Paragraph 2: In the Stipulation, the Joint Movants agree that the step increase in rates 
that was approved in this docket by Order No. PSC-09-0842-PCO-EI on December 22,2009, on 
a temporary basis subject to refund, should be made permanent for all non-IS customer classes. 
For the IS customer class, the Stipulation provides that the step increase rates should remain in 
effect through 2010, and on January 1, 2011, the IS rates should be reduced to effect a $1.28 
million annual reduction in revenues from that class until the next change in base rates. The 
reduction in the IS rates will have the effect of reducing the total step increase from $25.74 
million in 2010 to $24.46 million per year in 2011 and subsequent years. TECO will file revised 
tariff sheets for administrative approval by staff to reflect the reduced IS rates effective January 
1,2011. 

Paragraph 3: The Joint Movants agree that upon final approval of this Stipulation in its 
entirety by the Commission, the pending appeal of the TECO rate case Final Order and Order on 
Reconsideration filed by OPC, OAG, FIPUG and FRF will be dismissed with prejudice. This 
will resolve all outstanding issues in Docket No. 080317-EI, the TECO rate case docket, thus 
enabling it to be closed. 

Conclusion 

Staff has reviewed the terms of the Stipulation and believes it to be a reasonable 
resolution of the outstanding issues in this docket and in the Supreme Court appeal of the rate 
case Final Order and Order on Reconsideration. If approved, the Stipulation provides benefits to 
all customers in the form of a one-time refund. However, staff notes that the IS customers 
receive an additional benefit. The Stipulation proposes not only to issue a one-time refund to the 
IS customers, but also to reduce the IS rates going forward in 2011 by this same amount. That 
essentially means that the IS class will be exempt from any costs associated with the new CTs. 
This has a tendency to create inequities among rate classes, since all rate classes typically share 
in the recovery of plant used to serve them. TECO witness Ashburn provided prefiled testimony 
in this docket that, had the CTs not been available, the IS customers would have been interrupted 

-5­

http:of$18.52


Docket Nos. 090368-EI 
Date: August 5, 2010 

during the cold January 2010 winter. The IS class has, therefore, benefitted, and will continue to 
benefit, from the additional investment in the new facilities. 

While TECO does not propose to increase rates to the non-IS customer classes in order to 
recover the $1.28 million annual revenue reduction for the IS class, the monthly surveillance 
reports will reflect this lower revenue amount. As a result, the foregone revenues increase the 
likelihood that TECO will under·earn, and may file for another general revenue increase sooner 
than it otherwise would if the IS rates were not reduced. However, staff notes that there is little 
likelihood that an annual revenue reduction of $1.28 million would cause the Company to under­
earn. In fact, based on TECO's Earnings Surveillance Report for May 2010, a 100 basis point 
change in the return on equity (ROE) equals approximately $25.30 million. Thus, a revenue 
reduction of $1.28 million would result in an approximate reduction in achieved ROE of 5 basis 
points. 

Staff recognizes that all settlements, by their very nature, contain compromises necessary 
in order to satisfy all parties. This Stipulation does offer clear benefits to TECO's customers. 
An immediate refund to customers is definitely attractive during this current protracted economic 
recession. Also, the rates of the non-IS customers will not be increased to recover the rate 
reduction afforded to the IS class. Further, if the Stipulation is approved, all parties will benefit 
from avoiding the significant costs, delays and uncertainties associated with further litigation 
with respect to the appeal pending at the Supreme Court of Florida and in the instant docket. 
Staff believes that the benefits to all parties by this Stipulation outweigh the potential drawbacks 
resulting from the IS rate reduction. Staff notes that inclusion of this arrangement, as part of the 
Stipulation will not set any Commission precedent going forward. In conclusion, staff believes 
the Stipulation is in the public interest and should be approved; it provides a reasonable 
resolution of the issues in this case and in the appeal pending before the Supreme Court of 
Florida. 
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Issue 2: Should this docket be closed? 

Recommendation: Yes, if staffs recommendation on Issue 1 is approved, this docket should be 
closed. (Young) 

Staff Analysis: If staff s recommendation on Issue 1 is approved, the signatories to the 
Stipulation have asked that the order approving the Stipulation be issued as a final action. With 
the issuance of the Commission's final order, no further action by the Commission in this docket 
will be necessary, and the docket should be closed upon expiration of the time for appeal. Staff 
notes that when the Florida Supreme Court recognizes the withdrawal of the appeal, Docket No. 
080317-EI will be closed administratively. 
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

[nre: Review oftbe continuing need and ) 
.cost MS'OCiated with TfIh1pa Electric ) DOCKET NO. O9OJ68-El 
Company'i'S Combustion Turbines and 
Big Bend Rail Pacility. . .. 

) 
) 
) 

WHEREAS, PU1'S~t to its August 11; 1.008 filing. Tampa Electric Company (If,Tampa 

Electric" or ''the company") petitioned t.h~. Florida Public Service Commission ("the 
. . 

Commission") fora pe~t increase in its retailblJsemtt:1I and miscelJaneous service cbarg.es; 

and 

WHEREAS, the Commission On April 30, 2009 iS5ued its Older No, PSC-09-0283-FOF­

El ("Order No. 09-0283") in Docket No: 080317-£1 granting in part and denying in part Tampa 

Electric's petition for an increase in its rates and rniS«'lUaneous ~ce charges; and 
. .. ., . 

WHEREAS, portions of the relief granted in Order No, 09-0283 included the approval of 

a step Increase. effective January 1,2010,.w enable Tampa E1ee1rlc tQrecover its investment and 

cxpe.n~ usacj8tcd with Hvesimple.cycle combustion tUibinegeneratorS ("S eTs") and rail coal 

unloading facilities at Bil Bend Station ("rail facility") thal'Tampa E1ec~c was in the process of 

constructing during 2009, subject to conditions that these fticilith;, w01,lld be completed and 

placed in service in 2009 and that tbe S CTs.would continue to be needed for load generat:lon~· . 

and 

WHEREAS, the step in~se approved for tbe S CTsand rail facility 'Was reaffirmed in 

the Commission's order on reconsideration, Otder No,.PSC~09-0S11-FOF-EI (flOrder No, 09· 

OS7t"), issued August 21, 2009; and 

Exhibit itA" . 
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WHEREAS, Office of Public Counsel ("OPC"), Office of the A~mey General (,'OAO"), 

the Florida Industrial Powcr Users group (flFIPUG") and the Florida.R.ctai1 Federation ("FRF") 

appealed Orders Nos. 09-0283 and09-0571tb the S~prente C~~rt ofFlorida; and 

WHEREAS, the Commission on July IS, 2009. opened Docket No. 090368-Bl for the 

purpose of making a·final detennm..tion as to whether the conditions imposed in Order No. 09­

0283 for the step inc;rease associated with Tampa Ble<:tric's 5 Crs and rail facility have been 

met; and 

WHEREAS, OPC and FlPUa have inteTVened in Docket No. 090368-El. and a hearing is 

scheduled for September 1 and 2, 20l0; and 

WHEREAS. Tampa Electric, ope. OAO, FlPUO and FRF.,;have agreed in principle to 

resolve aU·outstanding issues i.f:ltbe ap~al of Order Nos; 09-O~8j and 09-OS71 pending in the . 

Supreme Court of Florida. thereby enabling ,Docket No. 080317·EIto be closed, and resolving 

alUssucsln Docket No. 090368-BI pending before'the Commission, ana 

WHEREAS, unless the context requires otherwise, the tenn Party or Parties means a 

signatory to this Stipulation and ,Settlement Agreement C'thi$ Agreement"); and 

WHEREAS, the Parties recognize that.this ism unprecedented time in the Florida 
, . . . . ~ . 

economy and that aU Floridians have been affected bye. protracted economic recessjon; and 

WHEREAS, this A8re~nt WiU,heIp to mitigate the impact ofcnergy prices by. among 
. . 

other things, providing a significant refund to Tampa El~Q'ie's retail customers; and 

WHEREAS, this Agreement will also sUowTampa Electric, its retail customers and aU 

Parties to avoid significant costs and uncertainties associated with further iirigation with respect 
, '. : ' ~ 

, ',,": . , 

to the appeal pending in the Supreme Court of Florida. in Docket No. 090368-EI and in any 

2 
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other proceeding that· might otherwise be ~quired in order to address Tampa Electric's 

investment and expenses associated with the SeTs and rail facili~; and 

WHEREAS, the Parties have ~ngagedln extensive andl'1'ouacttd efforts to resolve their
." .. ~. 

differences both in the pending appeal and in Dockct;No. 090368-El;·and 

WHEREAS. the Commission's approval oft~is A~mentwill remove uncertainties for 
. ". 

aU Parties on a going-forward basis and at the saine time provide .~gnificant economic benefits 

to Tampa Electric's retail customers. 

NOW, THEREFORE,· in consideration: of the foregoing and the covenants contained 

herein. the parties hereby agree and stipulate.ss follows: 

1. Upon final approval. of this CAgreement, TaniJ'8 Electric will promptly refund a 

total of 524,000,000.00 to its retail custOmers in the form of II one-time credit to customers' bills 

effected io the following manner. .$22.72 million of .the total will be refunded to non-IS 

customer classes and the mnaining $1.28 m,illion will be refunded t() the intcmlptible seryice 
. . . . 

(illS") customer claSs. Refunds will be applied only to active bill~ at the time the refunds are 
. . . 

. . 

being made. Since the step increase was im.Rlemen1~d with Cycle 1billing for January 2010, the 

refund 'Will also commence on CyCle 1 billing one month foilowing tbe date the order regarding 

such refund becomes final and non-appealable. The refimd mechanism will be based on an 

energy basis (cents per kWh)· for all applicable custonjers. An enersy cents. per kWh refund 

mechanism· requires the ·lesst amount of programming of the company's biUing system II1ld is an· 

appropriate means with which to ~ply the refund comparable to how the charges were first 

applied. Any overpayment or underpaYntent of the one-time refund amount 'Will be trued-up 

through the fuel and purchased power coirtrecovery clause. 

3 
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2. The Parties agree that ~ tariff sheets filed by Tampa'Blectri~ in response to 

Order No., PSC-09-0842-P~.EI ("otder No. 09-0842"):~bjch were ~pproved on December 7, 

2009, are consistent With Order N~, 09-0842'and should rem_bi in effect Qn a permanent basis 

for all non-IS customer classes ~d for th~, remainder of 2010 for the IS customer clasS. Tne 

, Parties further agree that; effective January I, 20II, the rates ~Ucable' to IS customers should 

be adjusted to effect a $1.28 million a:nt\ua1 reduction in revenues from that class compared to 
, , 

the IS rate, currently in effect, sucb ~ual reduction,~ remain in ef!~t until the next c~ange in 

base rates, and that the Commissi,oll should authoriite its Staff to administratively approve new 

tariff sbeets that properly reflect this change. Th.!s willlutve the effect of reducill$ the total step 

increase from $2S.7 million in 20 I0 19:524.42 million pet year in 20Jland subsequent years. , 

3. Final approval of thfs Agreement in, its enti~ty will resoIve aU matters 1ft the 

pending case styled Citizens of the State of Florida. Office gf Public CounseL- et at. Appellants 

v, Matthew M. C!Iller II. etc" 9t al.. Ap,pellees, on appeal in the Supreme Court of Florida, Case 

No, SC09~1723. and all matters in DockeCNo. 090368~EI. pursuant to and in acccrdance with 

Section 120.S7(4). Florida Statutes (2009), Upon final approVal ofthis settlement agreement in 

'its entirety by the CommJssio~OPC, OAO. FIPUG and FRF wiU dismiss with prejudice their 

appeal ,currently pending in the Supreme Court of F1or:lda. Case No. SC09"172J. therebY 

enabling Docket No. 080311-EI to be closed. Docket No. 0903_68-EI will be ciosed effective on 

the date the Commission's order approving this Agreement becomes final and no Party shall, seek 

appellate review of any order issued in that docket. ' 

!!eucral PrnVUioDa 

4. The provisions ofthis-Agreement are contingent on approval of this Agreement in 

its entirety by the Commission. , The Parties further agree that they will support this A~eement 

4 
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and will not request or support any order, relief, outcome or result in conflict with the terms of 

this Agreement in any administrative or jlldicial proceeding relating to, reviewing or challenging 
" . 

the establishment, approval, ad<.lption orjmplementation of this Agreement or tM subject matter - . . 


hereof. 


S. The Parties shall support the approval of this Agreement by the Commission at 

the eaiUest possible. time in order to· facilitate the bpplementationof the refund provided for 

herein to Tampa Electric's retail customers. The Parties utge that the Commission. take final 

agency action a1 the earliest possible time approving this Agreement. 

6. tn the event the Commi~sion rejects or modifies this Agreement, in whole or in 

part, the Parties agree this Agreement is void unless ratified by the Partie~ and that each Party 

may pursue its interests as those in~sts exist, and no party will be bound by or make reference 

to. this Agreement before this Commission, anyeourt, any other administrative form OT 

arbitration panel. 

7. This Agrcement dated as of July 10. 20 J0 may be executed in counterpart 

origimlls, and 8. facsimile of the original signature shall be deemed an original. 

IN WITNESS WHEREOF, the PartiCgevidence their ac~ptance and agre;ement with the 

provisions of this Agreement by their signatUres below. 
, . ' . 

. [Remainder of Pligc left int~ntiona11y blankJ 
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Tampa Elec:trle COUlpauy 

BY~S"""~~
J es O. Beasley 
J. JefJi'y Wahlen 

Ausley & McMullen 

Post Office Box 391 

Tallahassee, Florida 32302 


{Remainder of page left intentionallyblank] 
. . 
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. Kelly 

.cia A. Christens 
111 W. Madison S •Room 812 

Tallahassee, Florida 32399-1400 


[Remainder ofpage left intentionally blank] 
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Offlee of tIM Attorney General 

By~~~~~~~~~~
Bm McCollum, Attorney Ow 

Ceoilia Bradley 

Office ofthe AttorneyOenCral 

The Capito}- PLOl . 


Tallahassee. FL 32399-1050 


[Remainder ofpage left intentionally blank] 
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Florida IndustriaJ Power Users GrOIlP 

[R.emainder ofpage left intentionally hi8.nkl 
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Florida Retail Federatlon 

By'~~~~~~~~~~v.t~
Robert Scheffel Wright 
Young van Assendetp, P.A. 
225 South Adams Street, Suite 200 

Tallahassee. Florida 32,30 I 


[Remainder ofpage Jeft intentionally blank] 
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