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PREBEARING ORDER 

I. CASE BACKGROUND 

The purpose of t his docket is to establish the reta il 

regulatory treatment of costs and revenues associated with 
wholesale sales of energy a nd capacity to The City of 

Lakeland(Lakeland) and the Flor ida Municipal Power Agency ( ~PA ) by 
Tampa Electric Company(TECO). In general, wholesale sales may be 

nonseparated or separated . Nonse parated sales historically have 
been defi ned as sales which are non-firm or which are expected to 

last f o r less than one year . The costs of non-separated sales are 
allocated to the retail jurisdiction and all revenues der ived fr om 

those sales are credited back t hrough the Fuel and Capacity Cost 

Recovery Clauses. Separated sales are generally defined as firm 

sales lasting longer than one yea r . The non-fuel costs and 
revenues from separated sales are removed from retail rate and 
earnings calculations. In TECO' s last r ate case , Docket No . 

920324-EI, the Commission removed costs associated with all 
existing long term wholesale firm sales from retail rate base at 
average system cost (Order PSC-93-0165-FOF-EI , page 13) . TECO 

maintains that the sales agreements with Lakeland and FMPA should 

not be treated as separated sales. The parties and staff held 
several informal meetings t o discuss alternative regulatory 

treatment of these sales, but were unable to reach agreement. 

During the March fuel hearings in Docket No . 960001-EI , the 
Office of Public Counse l (OPC) a sked the Commission to establish 
a generic policy statement on whether a utility could recover any 

revenue shortfall arising from the difference between the actual 
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fuel revenues the utility receives from a wholesale sale and 

syst em average fuel costs , where wholesale revenues were less than 

system average cost. The issue was d~ferred to the August f uel 

hearings to allow all parties the opportunity to present testimony . 

After considerin g Staff 's recommendat ion at the February 4, 1997 

Agenda Conference, the Commission issued Order No. PSC- 97-0262-FOF­

EI to establish the policy to be applied to the treatment of fuel 

for new separated wholesale sales. This new policy requires the 

utility to credit to the retail ratepayers an amount equal t o the 

system average fuel cost for separated sales , regardless of the 

actual f uel revenues from the s ales . The Commission will consider 

a lternatives to t his treatment , provided the uti lity can 

demonstrate that the sales provide net benefit s t o the ret a 11 

ratepayers. 

In response to Order No . PSC- 97 - 0262 -FOF-EI, and a s a r esult 

of iss ues regarding the treatment of the FM?A a nd Lakeland sales 

raised in the February 19 , 19 37 fuel ad justment proceeding , s taff 

initiated Docket No . 970171-EU. This docket wi 11 address the 

treatment of both fuel and non - fuel revenues associated with these 

s ales . 

II. PROCEDURE FOR HANDLING CONFIDENTIAL INFORMATI ON 

A. Any information provided pursuant to a discovery request 

f o r which proprietary confidential business information status is 

requested shall be treated by the Commi ssion and the parties as 

confidential . The info rmation sha ll be exempt fr om Secti o n 

119.07 (1) , Florida Statutes, pending a formal r uling on such 

request by the Commission, or upon t he return of the information t o 

the person providing the information . If n o determination of 

confidentiality has been made and the information has not been used 

in the proceeding, it shall be r eturned expeditiously to the person 

providing the information . If a determinati on of confidentiality 

has been made and the information was not e ntered into the record 

of the proc eeding, it shall be ret urned to the person providing the 

information within the time periods set forth in Section 

366.093(2), Florida Statutes . 

B. It is the p o licy of the Florida Public Service Commission 

that all Commission hearings be open to the public at all times . 

The Commission also recognizes it s obligation pursuant to Section 

366 .093, Florida Statutes, t o protect proprietary confidential 

bus i ness information from disclosure outside the proceeding . 
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In the event it becomes necessary to use confidential 

information during the hearing, the following procedures will be 
observed: 

1) Any party wishing to use any proprietary confidential 
business information, as that term is defined in Section 
366.093, Florida Statutes, shall notify the Prehearing 
Officer and all parties of record by the time of the 
Prehearing Conference, or if not known at that time, no 
later t han seven (7) days prior to the beginning of the 
hearing. The notice shall include a procedure to assure 
that the confidential nature of t he information is 
preserved as required by statute. 

2) Failure of any party to comply with 1) above shall be 
grounds to deny the party the opportunity to present 
evidence which is proprietary c onfidential business 
information. 

3} When confidential information is used in the hearing, 
parties must have copies for the Commissioners, necessary 
staff, and the Court Reporter , in envelopes clearly 
marked with the nature of the contents. Any party 
wishing to examine the confidential materia l that is not 
subject to an order granting confidentiality shal l be 
provided a copy in the same fashion as provided to t he 
Commissioners, subject to execution of any appropriate 
protective agreement wit h the owner of the material. 

4) Counsel and witnesses are cautioned to avoid 
confidential information in such a way 
compromise the confidential information. 
confidential information should be presented 
exhibit when reasonably possible to d o so. 

verbalizing 
tha t would 
Therefore , 
by written 

5) At the c onclusion of that portion of the hearing that 
involves confidential information, all copies of 
confidential exhibits shall be returned to the proffering 
party. If a confidential exhibit has been admitted into 
evidence, the copy provided to the Court Reporter shal l 
be retained in the Division of Records and Reporting's 
confidential files. 

a 
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Post-hearing procedures 

Rule 2S-22.0S6(3), Florida Administrative Code , requires each 
party to file a post-hearing s t atement of issues and positions . A 
summary of each position of no more than 50 words, set off with 
asterisks, shall be included in that statement . If a par ty ' s 
position has not changed since the issuance of the Prehearing 
Order, the post-hearing statement may simpl y resta te the prehearing 
position; however, if the prehearing position is longer than SO 
words, it must be reduced to no more than SO words. The rule also 
provides that if a party fails t o file a post-hearing statement in 
conformance with the ru le , that party shall have wa ived a ll issues 
and may be dismissed from the proceeding . 

A party's proposed findings of fact and conclusions of law, if 
any , statement of issues and positions, and br ief , shall together 
total no more than 60 pages , and shall be filed at the same time . 
The Prehearing off i cer may modi fy the page limit f o r good cause 
shown. Please see Rule 2S- 22 . 056, Florida Administ rative Code, f or 
other requirements perta ining to post-hearing filings. 

III . PREFILED TESTIMONY AND EXHIBITS; WITNESSES 

Testimony of all witnesses to be sponsored by the parties (and 
Staff ) has been prefiled. All testimony wh ich has been prefiled in 
this case will be inserted into the record as though read afte r the 
witness has taken the stand and affirmed the correctness of t he 
testimony and associated exhibits. All testimony remains s ubject 
to appropri ate objections. Each witness will have the opportunity 
to orally summarize his or her testimony at the time he or she 
takes the stand. Upon insertion of a witness' testimony , exhibi ts 
appended thereto may be marked for identificat ion. After al l 
parties and staff have had the opportunity to object and cross­
examine, the exhibit may be moved into the record. All other 
exhibits may be similarly identified and entered into the record at 
the appropriate time during the hearing. 

Witnesses are reminded that, on cross-examination, responses 
to questions calling for a simple yes or no answer shall be s o 
answered first, after which the witness may explain his or her 

answer. 
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The Commission frequently administers the testimonial oath t o 
more than one witness at a time . Therefore, when a witness takes 
the stand to testify, the attorney calling the witness is directed 
to ask the witness to affirm whether he or she has been sworn . 

IV. QRQt;;R OF WIIN~SSf;S 

WitD~::Z~ aee~arj,ng For I~su~ ~ 

~ir~~t 

Douglas R. Bohi TECO 1, 21 31 4 1 5 1 6 1 7 

John B. Ramil TECO 1, 2, 3 , 4 1 51 6 , 
7 , 8 

Karen A. Branick TECO 1 1 2 1 3, 4 1 5 1 6 1 
7 I 8 

Jeffry Pollock* FIPUG 1 , 2, 31 41 5 , 6, 
7 , 81 

Hugh Larkin, Jr. OPC 11 21 3 1 4 1 5 , 6 1 
7 I 8 

David Wheeler FPSC 1, 2 , 3 , 4, 51 61 
7 1 8 

B~butta l 

Douglas R. Bohi TECO 1 , 2 1 31 4, 5 , 61 7 

John B. Ramil TECO 1 , 2 , 3 , 4 , 5, 6 1 
7, 8 

*By agreement of the parties, Mr. Pollock will testify at such time 
as is necessary to assure that his testimony is concluded by 5: 00 
p.m. 

v. BASIC PQS ITIQNS 

D~O : 

The overarching policy issue before the Commission in th is 
proceeding is quite simple : Should the retail regulatory t r ea tment 
of the Florida Municipal Power Agency (FMPA) and City of Lakeland 
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(Lakeland) wholesale sales be structured in a manner whi ch 1nsures 
that sales of this nature will continue t o be made f or the benefit 
of the general body of ratepayers or should the regulatory 
treatment be based on a disregard of basic eco nomic theory and 

prevailing wholesale market conditions, the reby insuring that 
wholesale sales which benefit ratepayers and which have been 
encouraged by this Commission will not be made? Tampa Elect ric 
Respectfully suggests that the a ns wer is obvious . I n cases whe r e 
wholesale sales are proven to yield net benefits to ratepayers the 
Commission should vigorously support such transactions th r ough the 
regulatory treatment afforded . 

Tampa Elec tric proposes that the wholesale sales to FMPA a nd 
Lakeland not be separated for reLai l rate making purposes . Instead, 
the Company suggests : 

A . That the costs associated wiLh these sa les remain with the 
retail jurisdiction ; 

B. That the Fue l And Purchased Power Cost Re covery Clause ("Fuel 
Clause" ) be credited with revenues equal to sysLem increm~~tal 
fuel cost and the Environmental Cost Recovery Clause 
("Environmental Clause" ) be credited with revenue equa l LO 
incremental 502 allowance costs fr om contract revenues ; 

C. That contract revenues associated with vari able O&M expe~se 
and transmission be credited to operating revenue, a bove the 
line; and 

D. That 50% of the remaining c ont ra ct be credited to operating 
revenue , above the line , and 50% is fl owed back to the 
ratepayers though the Fuel Clause . 

If, as Tampa Electric will demonstrate, these sales are 
projected to produce net benefits to the general body of ratepayers 
and, that under the Company's proposal, th~ variable costs 
associat ed with these incremental oppo rtunity sales wil l be 
covered, then the Commission should embrace the Company ' s proposal . 
To impute average cost to these sales as Intervenors suggest, when 
the wholesale market price for power is below Tampa Electric's 
average embedded cost, would crea t e an insurmountable disincentive 
to an aggressive search for these kinds of mar ket opportunities. 
As Staff witness Wheeler p oints out in his direct testimony, the 
regula tory treatment afforded the FMPA a nd Lakeland sales should 
not create a disincentive for Tampa Electric . 
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~e Sales Produce Net Benefits 

There is no question that the ratepayers are better off with 
the FMPA and Lakeland sales than they would be without them, which, 

when all is said and done, is one of the key issues in this 

proceeding . The total revenues associated with these sales wil l 

cover the total costs properly allocable to those sales and wil l 
help defray some of the fixed cost already being borne by retail 

ratepayers. There is no question that the revenues associated with 

these sales will not cover the average costs which might be 

allocated under the Intervenor' s view of the world . However, this 
observation is of no consequence since these sales generate 

incremental rather than average costs and reflect the prices 

dictated by the competitive market for wholesale po wer in Florida. 

Non-Requi rements wholesale sales, in general, and the FMPA and 
Lakeland sales, in particular, are disc retionary sales which can 

not be forecasted with any precision before the fact. The Company 

has no obligation to make new wholesale sa les and wholesale 
customers have no obligation to buy from the Company . Reta il 
sales, on the other hand , are non-discretionary and must be planned 

for and served. These sales can be forecasted with reasonable 

precision because retail customers must look to the Company t o 
satisfy their electric power needs. This distinction is of 

critical importance in understandi~g how basic economic principals 

should be applied in determining whe ther the FMPA and Lakeland 

wholesale sales produce net benefits to ra tepayers. 

Because non-requirements wholesale sales are discre~ionary and 
impossible to forecast with precision , there is no r easonable basis 

for allocating cost to these sales before the fa ct . To the extent 
tha t these potential sales are ignored in the retail cost 

allocation process which is based on average cost, no cost will be 

allocated to them. Therefore, to the extent that these potentia l 
non-requirements sales become actual sales subsequent t o the re tail 

cost a llocation process, they become incremental sales which 

produce incremental revenue . It would make no sense to impute 

average embedded cost to these sales which, by definition , create 
only incremental costs. In the limited context of assess ing the 

benefits of an incremental wholesale sale, the average embedded 
costs already being borne by the general body of ratepayers must be 

viewed as sunk costs and should n ot be factored into the 

assessment. 
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As Tampa Electric witness Bohi explains in his testimony, it 

is axiomatic , as a matter of basic economic theory , that such 

incremental sales produce net benefits to the general body of 
ratepayers if t he incremental revenues received are sufficient t o 

c over the incremental costs associated wi th the sale and contribute 

to defraying the fixed coats already being borne by the general 
b ody of ratepayers. As Tampa Electric witnesses Bohi , Ramil and 
Branick demonstrate in their direct and rebuttal testimony, the 
incremental FMPA a nd Lakeland sales will generate sufficient 

revenue to cover the variable costs associ ated with the sales and 

reduce the fixed cost burden being borne by the general b ody of 
ratepayers by $9.9 million, net present va lue , over the term of the 

contracts. 

There Are Significant Net Benefi ts A3sociated With The FMPA and 

Lakeland Sales Which Flow To Ratepayers Under Tampa Electric ' s 

Proposal 

As explained by Tampa Electric witness Branick, the va riable 

costs associated with the FMPA transaction consist of incrementa l 
fuel cost, S0 2 allowance cost a nd O&M expense. Contract revenues 
above t his a mount represent a contribution to fixed cost . Under 

Tampa Electric ' s proposal FMPA and Lakeland contract r evenues would 

be applied in the f ollowing sequence: system incremental fuel cost 
and S0 2 cost credited to the Fuel Clause a nd the Envi r onmental 

Clause; O&M expense, credited to operating revenue above t he line ; 

transmission revenue , credited to operating revenue above the line; 
the remainder spl it equally, with half credited t o the retail 

customer through t he appropriate clauses and the other half 

credited to operating revenue above the line. 

Tampa Electric proposes to credit the Fue l and Environmental 
Clauses with revenues equal to system incremental fuel cost and 
actual incremental 502 allowance costs, regardless of the level of 

contract revenues. Therefore, as Dr. Bohi a nd Mr Ramil explain, 

regardless of the unit or units which generate the electrons 
actually received by FMPA and Lakeland and regardless of the fuel 

used for generation at any part icular plant on the system and 
regardless of Tamp a Electric's level of average fuel cost , the 
ratepayers will feel no Fuel Clause or Envi ronmental Clause impact 
as the result of these sales. As Dr . Bohi explains , so long as you 

are crediting revenues equal t o system incremental fuel cost to the 
fuel clause for incremental sales, the average fuel cost borne by 
the other ratepayers wi ll not change as the result of the 

incremental sale. 
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Fifty percent of the residual revenue under the Company's 
proposal would be credited to ratepayers on a more immediate basis 

through the appropriate adjustment clauses. The revenue credited 

to operating revenue above the line in Tampa Electric's proposal 
would inure eventually to the benefit of reta il ratepayers in at 

least two ways . First, the credit to above the line operating 

revenue will either defer the need . for a general rate case or serve 
to lower Tampa Electric's revenue requirement in its next general 
rate adjustment filing . Second, under the current rate stipulation 

which extends through 1999, these revenues would increase the 

potential for additiona l deferred revenues a nd the potent ial for 
additional refunds in 1999 and 2000 beyond the $50 million in 

refunds and credits which Tampa Electric wi 11 already provide 
during the stipulation period. 

It would be art i ficial and seriously misleading to sugges t 
that the Company's shareholders are somehow unjustly enriched by 

the company's proposed trea tment of expected benefits . The proposal 
does provide an enhanced opportunity f o r the Company to earn its 

authorized rate of return. However, the reasonable opportunity to 

earn the authorized rate of return is a right guaranteed by law not 

a benefit or a matter of unjust enrichment . 

The Earninqs Of The Tampa Electric Affiliates From Whom Tampa 

Electric Buys Fuel And Transportation Service, At Prices Found 

Reasonable By The Commission, Should Not Be Used ~ A Basis For 

Denyinq Tampa Electric Fair Regulatory Treatment 

Staff and Intervenors imply in their testimony that t he 
Commission should consider revenues earned by the Company's 

unregulated parent and affiliates in fashioning the regulatory 
treatment to be afforded the FMPA and Lakeland sales. The 

Commission has satisfied itself that the prices paid by Tampa 
Electric to its affil i ates for fuel and transportation services are 

just and reasonable. Therefore, the level of earnings enjoyed b y 
those affiliates is irrelevant to a determination of the proper 
rate treatment to be afforded the FMPA and Lakeland sales. 

Independent of the finances of its parent or affiliates, Tampa 

Electric has a right to an opportunity to earn its authorized rate 
of return . Tampa Electric's parent and unregulated affiliates have 
a right to their earnings. Their earnings should not be subject t o 
the kind of expropriation that Staff and Intervenors suggest. 

It is against this backgroun d that Tampa Electric bases its 

position on the individual issues set forth below. 

a 
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LAJSEI..ANP: 

No position a t this time . 

JHPA: 

No p osition . 

FIPVG: 

TECO ' s p roposed treatment of its new wholesale sa l es should 

not be approved . TECO has not demonstrated that retail ratepayers 

will receive benefit s commensurate wi th the adverse impact they 

will experience from this treatment. These longer term wholesale 

sales should be separated in accordance with Commission standa=d 

policy because retail ratepayers are paying 100% of the e mbedded 

costs of the resources used f or the sales and bec ause separation 

will prevent cost shifting and subsidization of the wholesale 

jurisdi ction by the retail jurisdiction. 

The who lesale contrac ts a t issue in this proceeding were 

submitted to, and approved by , t he Federal Energy Regulatory 

Commission (FERC), the only agency authorized to decide whether the 

revenues Tampa Elect ric Company receives fr om the wholesale 

jurisdiction are adequate . Since Tampa Electric has decided 

unilaterally, and for its own p u r poses, that a ssets p reviously 

available to serve resi dentia l customers should now be committed to 

the wholesale jurisdiction , the Public Service Commission 's job is 

to assure, to the extent possible, tha t none of the wholesale costs 

are borne by, and no return on wholesale assets is earned from, the 

retail jurisdiction. 

STAFf: 

Staff's positions are preliminary and based on materials filed 

by the parties and on discovery. The preliminary pos i tions are 

offered to assist the parties in preparing for the hearing. 

Staff's final positions will be based upon all the evidence in the 

record and may d i ffer from the preliminary positions stated herein. 

Staff with Wheeler testifies that historically l ong term firm sales 

have been separated. For these sa les , a verage system fuel costs 

shall be credited to the fue l and capacity cost r ecovery clauses 
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unless the utility demonstrates that these sales generate net 

benefits to the retail ratepayers. 

VI . ISSUES AND POSITI ONS 

ISSUE 1: 

Does the off- system sale agreement to the Florida Municipal Power 
Agency provide net benefits t o Tampa Electric Company's general 
body of rate payers? 

PQSITIONS: 

DCO: 

Yes . The net benefits from the FMPA sale are projected to be 
$9.0 million Net Present Value. The total reven ue from this sale 
are projected to be $77.2 million Net Present Value a nd the total 
costs associated with this sale are projected to be $68.2 million 
dollars Net Present Value. (Bohi , Branck, Ramil ) 

LAJiiELAND : 

No position at this time. 

fMPA : 

No position. 

FIPUG: 

No. TECO has not demonstrated that the retail ratepayers will 
receive any benefits from this transaction. Further, TECO has 
reversed the traditional 80/20 sharing concept (with 80% going to 
ratepayers) to 78/22 sharing (with 78% going to TECO) . 

No. Retail customers receive no benefit from supporting assets 
or paying for fuel used by wholesale customers . 
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STAFF: 

No position pending receipt of outstanding discovery and 
evidence adduced at hearing. 

ISSUE 2: 

How should the non-fuel revenues and costs associated with Tampa 
Electric Company's wholesale schedule D sales to the Florida 
Municipal Power Agency be treated f or retail regulatory purposes? 

POSITIONS: 

DCO: 

Tampa Electric proposes the following regulatory treatment for 
this sale: 

• These sales should not be separated and should remai n i n the 
retail jurisdiction; 

• The Fuel and Purchased Power Cost Recovery Clau~e should be 
credited with an amount equal to system incremental fuel cost, 
eliminating any fuel clause impact associated with making 
t his sale. 

• The Environmental Cost Recovery Clause should be credited ""'i th 
an amount equa l to incremental costs for S02 allowances; 

• Revenues associated with variable operating and maintenance 
costs should be credited above the line to operating revenues . 

• Transmission revenues should be credited to the company's 
operating revenues above the line . 

• The remaining sale proceeds should be divided 50/50 , with 50% 
credited through the Fuel Clause and 50% credited to operating 
revenues . (Bohi , Branick, Ramil) 

No position at this time . 
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JHPA : 

No position. 

FIPOG: 

The non-fuel revenues and costs should be separated for 
regulatory purposes. 

If the Commission determines that the FM PA sales are similar 
to sales which were separated in Tampa Electric 's last rate case , 
then all non-fuel revenues and costs associated with the FMPA 
sales should also be full y separated. If, however, the Com~iss1on 
concludes that these sales are not of a type separated in the last 
case, then all non-fuel revenues should be flowed back to retail 
customers through the fuel adjustment mechanism. 

STAFF : 

Historically long term firm sales have been separated. For 
these sales, non-fuel costs should be separated at system average 
cost. 

ISSUE 3 : 

How should the fuel revenues and costs associated with Tampa 
Electric Company's wholesale s chedule D sales t o the Florida 
Municipal Power Agency be treated for retail regulatory purposes? 

POSITIONS: 

DCO: 

Tampa Electric proposes the following regulatory treatment f or 
this sale: 

• These sales should not be separated and should remain in the 
retail jurisdiction; 

a 
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• The Fuel and 
credited with 
eliminating 
this sale . 

Purchased Power Cost Recovery Clause s hould be 
an amount equal to system incrementa l fuel cost , 
any fuel clause impact associated with making 

• The Environmental Cost Recovery Clause s hould be credited with 
an amount equal to incremental costs for S0 2 allowances; 

• Revenues associated with variable operat i ng and maintenance 
costs should be credited above the line t o operating revenues. 

• Transmission revenues should be credited to the company ' s 
operating revenues above the line. 

• The remaining sa l e proceeds should be divided 50/50 , with 50% 
credited through the Fue l Clause and 50% credited t o operating 
revenues . (Bohi , Branick , Ramil ) 

LAJSELAND : 

No position at this time . 

JMPA: 

No position. 

FI PUG : 

Because the revenues are less than system average f o r this 
transaction, system average revenues should be credited t o the 
retail jurisdiction. The power company and its related coal , 
transportation and exempt wholesale generating companies, which are 
the primary beneficiaries of the sales, should pay the difference 
between incremental and average cost. 

To the extent that fuel revenues are less than aver age fue l 
cost , the Commission should impute the d ifference in ca lculating 
reta il fuel cost responsibility. 
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S'l'AFF: 

Historically long term firm s ales have been separated. For 
these sales , aver age system fuel costs shall be credited t o the 
fuel and capacity cost recovery clauses unless the utility 
demonstrates that these s ales generate net benefits to the retail 
ratepayers. 

ISSUE .C: 

Does the off-system sale agreement t o the City of Lakeland provide 
net benefits to Tampa Elec tric Company's general body of rate 
payers? 

PQSITIONS : 

'l'ECO : 

Yes. The net benefits from the sale to Lakeland are projected 
to be $0 . 9 million net present value. Total revenues fr om this 
sale a re projected to be $4 . 2 million net present value and t he 
t otal costs associated with this sale are projected to be $3.3 
mil lion net present value . (Bohi , Branick , Ramil) 

LAJII\ELAND : 

No position at this time . 

I'MPA: 

No position . 

liP'QG: 

No. TECO has not demonstrated that the retail ratepayers will 
receive any benefits from thi s transaction. Further, TECO has 
reversed the traditional 80/20 sharing concept (with 80% going to 
ratepayers) to 78 /22 sharing (with 78 % going to TECO ) . 

No. Retail customers receive no benefit from supporting assets 
or paying for fuel used by who l esale customers . 
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STAFF: 

No position pending receipt of outstanding discovery and 
evidence adduced at hearing. 

ISSQE 5 : 

How should the non-fuel revenues and costs associated with Tampa 
Electric Company's wholesale schedule D sales to the City of 
Lakeland be treated for retai l reg ulatory purposes? 

POSITIONS: 

TECO: 

Tampa Electric proposes t he f ollowing r egulatory treatme~t for 
this sale: 

• These sales should not be sepa rated and should rema in in the 
retail jurisdiction; 

• The Fuel and Purchased Power Cost Recover y Clause should be 
credited with an amount equa l t o sys tem inc remental fuel cost , 
eliminating any fuel clause impac t associat ed with making 
this sale. 

• The Environmental Cost Recovery Clause should be credited with 
a n amount equal to incremental costs for 5 0 2 all owances; 

• Revenues associated with variable operating and maintenance 
costs should be credited above the line to operating revenues . 

• Transmi ssion revenues should be credited to the company's 
operating revenues above the line. 

• The remaining sale proceeds should be divided 50/50, with 50% 
credited through the Fuel Clause and 50% credited to operat ing 
revenues. (Bohi, Branick, Ramil ) 

No position at this time. 
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JHPA: 

No position. 

FIPUG: 

The non- fuel revenues and costs should be separated f or 
regulatory purposes. 

If the Commission determines that the City of Lakeland sales 
are similar to sales which were separated in Tampa Electric ' s last 
rate case, then all non-fuel revenues and costs associa ted with 
the City of Lakeland sales should also be fully separated . I!", 
however, the Commission concludes that these sales are not of a 
type sepa rated in the last case, then all non-fuel revenues should 
be flowed back to retail customers through the fuel adjustment 
mechanism . 

STAFF : 

Historically long term firm sales have been separated. For 
these sales, non-fuel costs should be separated at system average 
cost. 

ISSUE 6: 

How should the fuel revenues and costs assuciated with Tampa 
Electric Company's whol esa l e schedule D sales to the City of 
Lakeland be treated for retail regulatory purposes? 

POSITIONS: 

DCO : 

Tampa Electric proposes the f ollowing regulatory trea tment for 
t his sale : 

• These sales should not be separated and s hould remain in the 
retail jurisdiction; 
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• The Fuel and 
credited with 
eliminating 
this sale. 

Purchased Power Cost Recovery Clause should be 
an amount equal to system incremental fuel cost, 
any fuel clause impact associated with maki ng 

• The Environmental Cost Recovery Clause should be credited with 
an amount equal to incremental costs for S02 allowances; 

• Revenues associated with variable operating and maintenance 
costs should be credited above the line to operating revenues. 

• Transmission revenues should be credited to the company ' s 
operating revenues above the line. 

• The remaining sale proceeds should be divided 50/50, with 50% 
credited through the Fuel Clause and 50% credited to operating 
revenues . (Bohi , Branick , Rami 1) 

LAgLAND: 

No position at t his time . 

J'MPA : 

No position . 

FIPUG : 

Bec ause the revenues are less than system average for this 
transaction , system average revenues should be credited to the 
retail jurisdiction. The power company and its re lated coa 1 , 
transportation and exempt wholesale generating companies, which are 
the primary beneficiaries of the sales, should pay the difference 
between incremental and average cost. 

To the extent that fuel revenues are less than average fuel 
cost, the Commission should impute the difference in calculating 
retail fuel cost responsibility. 
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S'l'AFf: 

Historically long term firm sales have been separ ated . For 
these sales, average system fuel costs shall be credi t ed t o t he 
fuel and capacity cost recovery clauses unless t he utility 
demonstrates that these sales gene rate net benefi ts t o t he re t a il 
ratepayers . 

ISSUE 7: 

How should t he transmission revenues and costs associated with 
Tampa El ect r ic Company ' s whole sale sales to the Florida Municipal 
Power Agency and the City of Lakeland be treated for r etail 
regulatory purposes? 

PQSITIONS: 

TECO: 

Pursuant t o Feder a l Ener gy Regul a tor y Commission Or der 888 and 
889, the company is requi r ed to charge itself for the use of its 
transmission syst em the same a s it would charge a thi r d party user . 
Tampa Electric must credi t t he t ra ns mission r evenues associated 
with the wholesale sa l es t o FM PA and Lakeland to operating 
revenues . These revenues will serve t o offset transmission revenue 
requirements in a future ra t e case . Traditionally , t ransmission 
revenues have been credited against t he Tampa Electric r etail cost 
of service during base rat e cases and Tampa Electric will continue 
the current treatment of s uch revenues . (Bohi , Bra nick , Ram1l) 

No position at this time. 

JMPA: 

No position. 

IIPUG: 

If the wholesale sales are not separ ated, r etail customers are 
entitled t o receive all the benefits derived f rom t he use of the 
transmission facilities f or which t hey a re paying the entire cost . 
Such benefits should be used to reduce TECO ' s retail r ates . 
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Otherwise , retail customers wou l d be s ubsidi zing TECO 's wholesale 
activities. 

All revenues should be flowed through the fuel a djustment 
clause to the retail customer. 

STAFF: 

Historically long term firm sales have been separa t ed. For 
these sales, non-fuel revenues a nd costs should be separa t e d at 
system average. 

ISSUE 8 : 

Will the Commiss ion's treatme nt o f t he City of La kel a nd a nd Florida 

Municipal Power Agency whole sale s ale s hav e a n impact on Tampa 
Electric Compa ny's refund obligat ion unde r the st i pul.3tion i n 

Docket No. 950 379-EI, Order No . PSC 96- 0670-S-E I , a ppr o ved by the 
Commi ssion? 

POSITIONS : 

'l'ECO: 

No . As per the above referenced Orde r , Tampa El e c t ric ' s 
commitment to refunds to the retail ra t e p ayers rema ins unc hanged 

under this proposal. (Branick, Rami l ) 

No p osition at this time. 

JHPA : 

No p osition. 

liPOG: 
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Yes. If these transactions are not jurisdictionally 
separated, TECO's earnings will be artificially depressed and the 
potential for a refund will be reduced. 

No. 

STAFf: 

There are too many v ariables to determine at this point wha t, 
if any, impact the proposed treatment of these sales will have on 
the stipulation in Docket No. 950379 - EI. 

ISSUE 9 : 

Would the Commission exceed its jurisdiction if it were to allow 
Tampa Electric Company to earn a return through r etail rates for 
its wholesale sales to the Fl orida Municipal Power Agency and t o 
the City of Lakeland? 

PQSITIONS: 

DCO: 

The FERC a nd the FPSC act independently in regulating the 
mat ters subject to respective jurisdictions . The FPSC certainly 
has the power t o determine how Tampa Elec tric Company 's wholesale 
sales will be reflected in r etail rates. The issues in thi s 
proceeding have nothing to do with Tampa Electric earning a 
wholesale return on .its wholesale sales. To the extent that the 
issue, as stated, represents an effort to relitigate the issue of 
whether avera ge or incremental fuel cost should be credited to the 
fuel clause which was addressed in Order No. PSC-97 - 0262-FOF- EI, 
issued March 11 , 1997, it should be dismi ssed as an untimely 
applicat ion for rehearing of that Order. 

No p osition at this time. 

nt:PA: 
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No p osition. 

FIPUG: 

The Commission has jurisdiction to prohibit TECO from 

requiring r e t a il customers to pay a r eturn on a plant dedicated t o 

whol esale sales. 

Yes . The Federal Power Act , 16 USC §§ 824, tl sea. , wa s 

ena cted in 1935 to provide the federal regulation of electri<... 

utilities found to be outside the domain of state regulators in the 

case of Public Utilities Commission of Rhode Island v. Attleboro 

Ste am & Electric Co., 273 U.S. 83, 71 L.Ed. 549 , 47 S.Ct. 294 

(1927 ) . The Public Service Commission cannot invade FERC's 

j urisdict ion e ven if it believes doing so will provide an incentive 

f o r e lectric utilities to provide retail service at the lowest 

reasonable cost. The Commission cannot cross the "bright line " 

drawn by Congress between state and federal jurisdiction. Federal 

Power Commission v. Southern California Edison Co., 376 U.S . 205 , 

215-216 (1964) ( " . . . Congress [in the Federal Power Act] meant to 

dra w a bright line easily a scertained, between state and federal 

jurisdiction , making u nnecessary [] case-by-case analysis . " ) 

STAFF: 

Staff takes no p osition at t his time, pending the evidence and 

lega l arguments of the p art i es. 

VII. EXHIBIT LIST 

Witness 

Douglas R. Bohi 

Proffered By 

TECO 

Karen A. Branick TECO 

I.D. No. Description 

Appendix 1 to 
(ORB - 1) testimony 

Exhibit of Karen 
(KAB - 1) A. Branick 
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Witness 

Jeffry Pollock 

Pro ffered By 

FIPUG 

Hugh Larkin , Jr. OPC 

John B. Ramil TECO 

I. D. No. 

( JP - 1 ) 

(HL - 1) 

(JBR - 1) 

Descri ption 

Document 1 : 
Analysis of TECO 
propose d 
r egulatory 
treatment 

Document 2 : 
Comparison of 
Retail & Purchased 
Power Costs 

Appendix I to the 
Direct Testimony 
of Hugh Larkin , 
Jr. 

Rebuttal Exhibit 
of John B. Ramil 

Parties and Staff reserve the right to identify additional 
exhibits f o r the purpose of c r oss-examination . 

VIII. PROPOSED STIPULATIONS 

There are no stipulations at this time . 

IX . PENDING MOTI ONS 

1. Tampa Electric 's Company Motion f o r Protective 
Order. 

X. RULINGS 

Tampa Electric Company's Object i on To Discovery and 
Motion For Protective Order, filed May 19 , 1997 , is 
hereby GRANTED. 

Ruling on Tampa Electric Company's Motion For Temporary 
Protective Order, filed May 29 , 1997 , is RESERVED 
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pending a showing that the arrangement offered by Tampa 
Electric Company is not satisfactory. 

It is therefore, 

ORDERED by Commissioner J . Terry Deason, as Prehearing 
Officer, that this Prehearing Order shall govern the conduct of 
these proceedings as set forth above unless modified by the 
Commission. 

By ORDER 
Officer, this 

(SEAL) 

LJP 

Deason , as of Commissioner J. Terry 
9th day of _______ J_u_n_e ______________ _ 

Prehearing 
1997 

-J-.--T ... ~_.r._.r~'-~-· _D_e __ a_s_o_n.,...!---=e:-o-mm-+6-l-". ~-s-......,..c:="""n-e_r ____ ,...~'--
and Prehearing Officer 
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NOTICE Of FURTHER PROCEEDINGS OR JUDICIAL REVIEW 

The florida Public Service Commission is required by Section 
120. 569 ( 1), Florida Statutes, to notify parties of any 

administrative hearing or judicial review of Commission orders that 

is available under Sections 120 .57 or 120 . 68 , Florida Statutes, as 

well as the procedures and time limits that a pply. This notice 

should not be construed to mean al l requests for an a dministrative 

hearing or judicial review will be granted or result in the relief 

sought. 

Mediation may be a va.:.lable on a 
mediation is conducted, it does not 
interested person ' s right to a hearing . 

case- by- case basis. If 
affect a substantially 

Any party adversely affected by this order, which is 

preliminary, procedural or intermediate in nature, may request : (1 ) 

reconsideration within 10 days pursuant to Rule 25-22.0376, Florida 

Administ ra tive Code, if issued by a Prehearing Officer ; (2 ) 

reconsideration within 15 days pursuant to Rule 25-22.060 , Florida 

Administrativ e Code , if issued by the Commission; or (3) judicial 

review by the Florida Supreme Court , in the case of an electric, 

gas or telephone ut ility, or the First District Court of Appea l, in 

the case of a water or wastewater utility . A motion for 

reconsideration shall be filed with the Director , Division of 

Records a nd Reporting , in the form prescribed by Rule 25-22. 060 , 

Florida Admi nistrative Code . Judicia l review of a preliminary , 

procedural or intermediate ru ling o r order is available if review 

of the final action will not provide an adequate remedy . Such 

review may be requested from the appropriate court , as described 

above , pursuant to Rule 9.100, Florida Rules of Appellate 

Procedure. 
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