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RE: Docket No. 090368-EI — Review of the continuing need and costs associated with
Tampa Electric Company's five Combustion Turbines and Big Bend Rail Facility.

AGENDA: 8/17/10 — Regular Agenda — Decision on Stipulation and Settlement — Prior to
Hearing - Interested Persons May Participate

COMMISSIONERS ASSIGNED: All Commissioners

PREHEARING OFFICER: Skop
CRITICAL DATES: None
SPECIAL INSTRUCTIONS: None

FILE NAME AND LOCATION: S:\PSC\ECR\WP\090368.RCM.DOC

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.!

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

! Docket No. 080317-EL 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 reaffirmed the
step increase and provided that a new docket be opened to evaluate whether the conditions
imposed in the Final Order have been met.> This docket was opened on July 15, 2009, for the
purpose of making 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.’ 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-10-0144-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-10-0468-PCO-El. 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-E, at 12.
3 Order No. PSC-09-0842-PCO-EL at 6.
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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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Discussion 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)

e 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)

o 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)

e 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
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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 staff’s 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

Inve: Review of the continuing need and ) '
- cost associated with Tampa Electric 1 DOCKET NG, 090368-E1
Company‘s § Combustion. ’I‘urbmeu and )
)
B

Big Bend Rai) Racility. '

ar E N

WHEREAS, pursuant 1o its August 11, i@% filing, Tampa Electric Company (*Tempa

Electric” or “the company”) petitioned the- Flédda Public Service Commission ("the
- Commission") fora permanent increase in its retail bé;e‘r'ate;s and miscellancous service charges;

and | ) L

WHEREAS, the Commission 65 April 30. 2009 issued its Order No, PSC-09-0283-FOF-
EI ("Order No. 09-0283") in Docket No. 6803.17-131 granting in part and denying in part Tampa
Electric's petition for an increase in its rates and mxscellaneous servmc chm‘gcssi and

WHBREAS portions of the relief gmnted in Order No. 09-0283 mcludcd the approval of
a step increase, effective January 1, 2010, to enable Tampa Elecmc 1o recover its mvestment and
cxpenses associated with flve: s\mple cycle combusuon mtbme generators ('S CTs") and rail coal
unloadmg facilities at Big Bend Statmn (“raxl facility") that Tmpa Electric was in the process of
constructing dunng 2009, subject to conditions that these faczhtles would be completed and |
placed in service in 2009 and that the § les.:would continue to be needed for load generation; - “

WHEREAS, the step increase approved for the $ CTs and rail fasility was reaffirmed in
the Commission's order on reconsideration, Oi'det; No, PSC-09-0571-FOF-EI ("Order No. 09-

0571"), issued August 21, 2009; and

Exhibit "A"
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WHEREAS, Oﬁice of Pubhc Counsel ("OPC“) Office of the Artomey QGeneral ("OAG")
the Florida lndustnal Power Users Group ("FIPUG™) and thc Flonda Rcwl Federation ("FRF")
appealed Orders Nos. 09-0283 and_09-0571 to the Sypreme Court of Florida; and
WHEREAS, the Commission on July 15, 2009 opened Docket No. 090368-EI for the
purpose of making a final determination as to whether the conditions imposed in Order ﬁc. 09-
0283 for the step increase associ;nted thh Tampa Electric’s 5 C{fs and rail facility have been
met; and . B | |
WHEREAS, OPC and FIPUG have intervened in Docket No. 090368-EL and & hearing is
scheduled for September 1 and 2, 2010; and | |
WHEREAS, Tampa Electnc, OPC, OAG, FIPUG and FRF have agreed in prmciple to
resolve all outstanding issues m thc appeal of Order Nos: 09-0283 and 09-0571 pendmg in the -
Supreme Court of Flnnda, thcrcby enabhng Docket No. 080317-El o be closed, and resolving
all issues in Docket No. 090368-El pendmg befo;ethe Co;nmwsxon, and
WHEREAS, &ﬁless the context requires otherwise, tﬁr.“»tenn Party or Parties means a
signatory to this Stipulation and Seﬁlemgnt Agrccn}em ("this ’Agrecmcnt");' and
WHEREAS, the Parties recogni;c that :;.'t‘hi;s is an unpgqcedenged time in the Florida
ecoriémy and that all Floridib.ﬁs have been affécted by a protracted ecpn;amic recession; and
WHEREAS, this Agreement will:help to miﬁgatc the impa'dt of energy prices‘by, among
other th.mgs, prov:dmg a significant reﬁ.md to Tampa Elacmc s rctml customers; and
| WHERBAS th:s Agrecment will also allow Tampa Blectnc, ity retail customers and all
Parties to avoid signifi cant costs and uncertamnes &ssocxated with further litigation with respect

to the appeal pending in the Supreme Court of Flonda in Dockct No. 090368-EI and in any
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other pmcgeding that - might otherwise be required in order to address -Tampa Electric's
investment .and expenses associated w:th the § CT s and rail facility; and

WHEREAS, the Parties have engaged in extensive and prouacted effons 10 resolve thexr
differences both in thc pendmg appeal and in Docket No 090368-El; and

WHEREAS, the Commlss;ons approval of this Agreement mll remove uncertainties for .
all Parties on a going-forﬁrard basis and at the same time provide _;igniﬁcﬁnt economic benefits -
to TampaElectrIc's retail customers i |

NOW, THEREFORB in consxdcratloﬁ” of the foregomg and thc covenants containcd
herein, the parties hereby agree and stzpulatc as follows:

1. Upon final approyal of this’ "Agreement, Tampa Elcqtric will promptly refund a
total of $24,000,000,00 to its retﬁil customners in thé form of a one-time credit to customers’ bills
effected in the following manner. $22.72 m'iiii'on of the total will‘bc refunded to non-18
customer classes and the remaining $1.28 mxlhon will be rafunded o the interruptible service
("IS") customer class Refunds wall be apphed only to ache bills at the-time the reﬁmds are
being made. Since the step increase was 1mplemcmcd with Cycle 1 bl!lmg for January 2010, the
refund will also commence on Cycle 1 billing one month follcwing the date the order regarding

* such refund becomes final and non-appealable. The refund mechanism will be based on an
energy basis (cents per kWh) for all aﬁplicabld custongém. An encrgy cents per kWh rcfunﬁ
mcch#nism-:equims the least a@ount of progra;ﬁhxing of the cofi:panyfs billing system and is an
appropriate mcans with whiéh to apply the refund cémparabkc to how the charges were first
app}iéd. Any overpayment or underpayment of the éhe-timeHreﬁmd amount will be trued-up

through the fuel and purchased power costrecovery clause. .

-10-
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2. "The Parties agree that zhe tarify sheets ﬁled by Tampa Electnc in mponse to
Order No. PSC- 09-0842-PCO-EI (“Order No, 09-0842") wh:ch were approved on December 7,
2009, are consistent with Ordcr No. 09-0842 and. shouid remain in cffcct on a permanent basis
for all non-IS customer classes and for the remainder of 2010 for the IS customer cléss. The
Parties further agree that.,,- effective Januar;’ 1, 2011, the ra‘;és apgl_icable'.to 18 customers should
be adjusted to effect a $1.28 million anmxal redﬁction mwvenues from that class compared to
the IS rates currently in ¢ffect, such annual neducuon w remain in eﬁ‘ect until the next change in
base rates, and that thc Commxsszon should authonze its Staff to admmistrzuveiy appmve new
tariff sheets that properly reflect thxs change. '[his will hdve the effect of reducing the total step
increase from $25.7 million in 2010 to $24.42 milhon per year in 2011 and subsequent years,
3, Final approval of ghxs Agreerhent in its entirety will resolve all matters in the
pending case styled Citj V ' & ‘

v. Matthew M. Carter 11, etc.. et al,. Appellees, on appeal in the Supreme Court of Florida, Case

No. $C09-1723, and all matters in Docket No. 090368-El, pursuant to and in accordance with

Section 120.57(4), Florida Statutés (2009)3. Upon final appro\:.fal of this settlement agreement in
ite cntlrcty by the Comxnis;mn, OPC, 0AG, FIPUG and FRF wil] dlsmxss with prejudlce their
appea.l cutrently pending in the Suprcme Court of Florida Case No SC09-1723, thcrcby
enabling Docket No. 080317-El to be closed Pocket No, 090368-51 wx]l be closed effective on
the date the Commission's order approving this Agreement becomes final and no Party shall seck

appellate review of any order issued in that docket.

General Provisiony -
4. The provxsnons of this- Agreement are contingent on approval of dns Agreement in

is ernmety by the Commission. The Fames further agree that they w:ll support this Agreement

-11-
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and will not request or support an)} order, relief, outcome ot result in conflict with the terms of
this Agreement in any administrative or Judmml preccedmg relatmg 10, rev:ewxng or challenging

: the establishment, approval, adepnon or. lmplementauen of this Agreement or the subject mattcr
hereof. A

5. The Parties shall suppﬁrt the approval of ;t'his Agreement by thc;, Commission at
the earliest possible time in-order td"facili}atc the im’plcrnenﬁ;;ion of the refund provided for
herein to Tampa Electric’s retail cvustomefs: The Parties urge that the Commxssmn take final
agency action at the earhest possxble time approving this Agrecment.

6. In the event the Commission rejects or modifies thts Agreement, in whole or.in
part, the Parties agree this Agmment:is void unless ratified by the ?arties, and that each Party
may pursue its interests as tﬁose interests exist, and no Party will be bound by or make reference
to this Agrecment before this. Commis.éion, any .court, any other @dministrative form or
arbitration panel. | ‘

7. This Agreement dated as of July 42, 2010 may be executed in counterpart
originals, and a facsimile of the original signature shall be‘dcemcd an original.

IN WITNESS WHEREOF ‘the Parties;evidence their acceptance and agr@pmcm with the
provisions of this Agreemcnt by their sngnatures below. i

[Remainder of paga teft mtcntmnally blank]

-12-
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Tampa Electric Company

By %% Q
Joles D. Beasley

J. Jeffry Wahlen

Ausley & McMullen

Post Office Box 391
Tallahassee, Florida 32302

{Remainder of page left intentionally blank]
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o f Public Cou

By,

. Kelly
icia A. Christens
111 W. Madison 8 /Room 812

Tallahassee, Florida 32399-1400

: [Remainder of page left intentionally blank]
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Office of the Attorney General

Bili McCollurn, Attorney Genepal”
Cecilia Bradley ) .
Office of the Attorney General
The Capitol ~ PLOL .
Taliahassee, FL 32399-1050

[Remainder of page left intentionally blank]

-15-




Docket Nos. 090368-E1
Date: August 5, 2010

Florlda Industrial Power Users Group

sy/m /""

on C. Moyle, Jr. .
rs Gordon & Moyle, P.A, -
118 North Gadsden Street -
Tallshassee, Florida 32301

[Remainder of page léft intentionally blank]
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Florida Retail Federation

By

Robert Scheffel Wright )
Young van Assenderp, P.A.
225 South Adams Street, Suite 200
Tallahassee, Florida 32301

[Remainder of page left intentionally blank]
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