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THE FLORI.DA INDUSTRIAL l'OWER USERS GROUP'S 
PREHEARING STATEMENT 

Pursuant to Order No. PSC-98-0864-I'CO-EI. the Florida Industrial Power User:; Group 

( Fl PUG) files its Pre hearing Statement. 

A. APPEARANCES: 

JOHN W. MCWHIRTER, JR.. McWhirter. Reeves. McGlothlin. Davidson. 
Decker, Kaufman Arnold & Steen. P.A., 100 North Tampa Street. Suite 2300. 
Post Office Box 3350, Tampa. Florida 33601-3350 

JOSEPH A. MCGLOTHLIN and VICKI GORDON KAUFMAN. Mc\Vhirt.:r. 
Reeves, McGlothlin, Davidson, Decker. Knufrnnn. Arnold & Stc.:n. P. A .. 117 
South Gadsden Street, Tallahassee. Floridn 32301 

On behalf of the Florida Industrial Ppwer User:; Gwup. 

B. WITNESSES: 

Witness 

James T. Sclecky 

C. EXHIBITS: 

None. 

Subjcs:t Maner 

Prematurity of TECO's r.:qucst: 
attribution of fnir shnr.: 11f 
wholesale responsibility; 
adequacy of base rntcs. 
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0. ST ATF:MENT OF BASIC POSITION: 

FIPUG'~ Stateme.nt of Basic Position: 

TECO has failed to seck preconstruct ion prudcncy appro\'al pursuamto § 366.825. Florida 
Stallltcs. Therefore. its attempt to proceed under § 366.8255 must fail. Further. because the 
Commission cannot yet determine the status ofTECO's earnings in the year :!000 (the in-scr\'ice 
date of the FGD), it is too early to tell whether TECO's e.amings from b;~sc rates will he 
sufficient to cover the investment with.out an additional surcharge on consumers. These omissions 
preclude the Commission's consideration ofTECO's petition :It this time. FIPlJG has addressed 
these issues in its motion to dismiss. 

Environmental costs are driven by energy sales. TECO has substantial lirm and cwnomy 
wholesale energy sales. Approving cost recovery under the cost recover)' clause. ECRC. 
without accounting for wholesale sales discriminates against retail customers and is an unfair 
trade practice ''is a ''is other utilities. 

I. Has Tampa Electric Company (TECO) udo:quatcly o:xplorcd alto:rnati\'es tn 

the construction of a Flue Gas Desulfurization (FGD) system on Big Bend Units I and 2? 

FIPUG: No. TECO did not present its petition in a timely fashion hcfure 
construction contracts were awarded and construction of the mnjor component commenced .. It 
has not provided the basic information concerning its total C/\1\1\ II compliance plan and its rate 
impact as required by § 388.825 Florida Sratllles. the primary preconstruction prudency section. 
There is insufficient time for the Commission to give meaningful consideration to any alternatives 
other than those TECO promoted. The petition should be denied Y.<ithout prejudice to come back 
when all compliance requirements have been met :md costs are known. 

ISSUE: Is the fuel price forecast used by TECO in its selection of u C/\1\A Phase 

II Compliance plan reasonable? 

FU'UG: The Commission should decline to rule on this issue hccause TECO has not 
sought relief under § 388.825, Florida Staflltcs. the preconstruct ion prudency section. 

. 
.) . ISSUE: Arc the economic and financial assumptions used by TECO in its selection 

of a C/\1\A Phase II Compliance plan reasonable? 

FIPUG: The financial assumptions used by TECO result in a fur more expensive 
cost than is prudent; but if they are used only for the purpose of comparing the alternatives 
TE('O 1cqucsts Lhe Commission to compare, they are conservative and FIPUG has no objection 
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" to their usc, provided they set no precedent for determining the prudent costs that can he charged 
to ratepayers. The Commission should decline to rule on this issue because TECO has not sought 
relief under § 388.825, Florida Statutes , the preconstruction prudency section. 

4. ISSUE: Did TECO reasonably consider the environmental compliance costs for 

all regulated air. water and land pollutants in its selection of the proposed FGD system on nig 

Bend Units I and 2 for sulfur dioxide ($01) compliance purposes? 

FIPUG: FIPUG takes no position on this issue except that the Commis.-;ion should 
decline to rule on this issue because TECO has not dealt with all of the compliance requirements 
of CAAA II as required by § 388.825. Florida Statutes. the primary preconstruction prudency 
section. 

5. ISSUE: Has TECO demonstrated that its proposed FGD system on Big lknd Units 

I and 2 for S01 compliance purposes is the most cost-ctTcctive alternative available'! 

FIPUG: No. TECO made its S02decision long ago. Other expensive environmental 
issues are not addressed as required by §388.825. Florida Statutt•s. The Commission should 
decline to rule on $02 in isolation. It is too late for the Commission to second guess the utility's 
decision on even this single compliance issue in time to meet the compliance deadline. 

6. ISSUE: Should the Commission approve TI~CO's request for recovery of allowance 

for funds used during construction (AFUDC) for the propt1scd FGD system on Dig Bend Units 

I and 2? 

FIPUG : No. AFUDC would not be authorized by Commission rule 25-6.0141 
unless the Commission specifically permits it. The Commission should not permit it hccausc: 

a. TECO has failed to show any extraordinary justilication for accruing AFIJ DC': 

b. The standard AFUDC rate is inappropriate. TECO has failed to explain \\hy it 
failed to usc low cost tax exempt pollution control bonds it previously used fnr n 
major environmental project: 

c . The standard AFUDC rate is inappropriate because TECO is holding cost free 
excess revenue received from customers that could be used for the project at the 
commercial paper rate; 
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d. Commission approval of AfUDC may result in hook earnings during construction 
that are subject to disallowance when cost recovery is sought and Tl~CO must 
prove the prudency of expenditures. It would be better to wait until other cost 
issues are considered in the deferred portion nf this docket: 

c. Sufficient CWIP was allowed in the last rate case to cover this project until ncar 
completion. 

ISSUE: Should TECO's petition for cost recovery of a F<iD srstcm on Big Bend 

Units I and 2 through the Environmental Cost Recovery Clause (ECIK) be granted? 

FIPUG: No. Cost recovery is unnecessary because base rates arc sullicicnt to cover 
the carrying cost ofTECO's selected compliance plan. TECO has failed to show that it will earn 
less than its authorized return on base rates unless an environmental surcharge is imposed upon 
its customers. 

In addition, the environmental cost recovery mechanism which may be 
proper for other utilities and is proper when fuel switching is used. is inappropriate to fund 
capital investment used to remove S02 created by coal burno.:d to furnish electricity to wholesale 
customers without requiring the wholesale customers who receive the cncrg)' to hear all the costs 
attributable to creating that energy. The usc of the cost recovery mechanism to fund capital 
improvements for TECO. which has substantial wholesale sales. \\ill result in retail custumcrs 
subsidizing TECO's ventures in the competitive market. giving TECO an advantage over mher 
Florida utilities in wholesale sales at the expense of TECO"s retail customers. 

8. ISSUE: Should this docket be closed? 

FIPUG: Yes. TECO's petition should be denied and this docket should he closed. 

F. STIPULATED ISSUES: 

None. 

G. I'ENDING MOTIONS: 

FIPUG's Motion to Dismiss: 

Oflicc of Public Counsel 's Suggestion that the Comrnissinn Dismiss 
Tampa Electric's Petition on its Own Motion 
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II. OHlER MAITERS: 

None !II this time. 
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John W. McWhin cr. Jr. 
McWhin~:r. Re~:ws. 1\k(il,lthllll. l>a\'idS(m. 
D~:ck~:r. Kaufman. Arnold & St~:~:n. I' .A. 
I 00 Nonh Tampa Str~:~:t. Suitt: :!8UO 
Post Omce Oox 3350 
Tampa. florida 33601-3350 

Joseph A. McGlothlin 
Vicki Gordon Kaufman 
McWhiner. Reeves. McGlothlin. J>a\'idS<ln. 
Decker. Kaufman. Arnold & St~:~:n. I' .A. 

11 7 South Gadsden Street 
Tallahassee. Florida 32301 

Attorneys for the Florida Industrial 
Power Users Group 
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