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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Petition by TIUI"pa Electric ) 
Company for Approval of Cost Recovery ) 
for a new Environmental Program, the ) 
Big Benci Units I and 2 Flue Gu ) 
Desulfurization System. ) 

DOCKET NO. 980693-El 
FILED. October 2, 1998 

TAMPA ELECTRIC COMPANY 
POST-HEARING BRlF..f 

I. Introduction & Summary (bsuttl-7) 

. . 
• " I •• 

~ . 

Tampa Electric Company ("Tampa Elect.ric" or "the Company") hereby submits its 

Post-Hearing Brief. Tampa Electric has asked the Commission to affirm three points in this 

proc.ccding. 

a that the flue gas desulfurization project planned by the Company for Big Bend Units 

I and 2 (" FGD Project") is lhe most cost-effective and prudent means of achieving 

compliance with Phase Ll of the Clean Air Act Amendments of 1990 ("CAAA"). 

b that costs prudently incurred in connection with the planned FGD project will be 

recovered through the Environmental Cost Recovery Clause ("ECRC"). and 

c that the Company is authorized to accrue Allowance for Funds Used During 

Construction (" AFUDC") on its total FGD project related investment 

The Company is not asking for any FGD related cost recovery in this proceeding. 

Instead, the Company proposes to address cost recovery issues in a subsequent procecdir~g 

focused on the determination of the appropriate ECRC cost recovery factor 
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In order to a.ssurc comptianee with Phase U of the CAAA. the Company has meticulously 

considered a wide range of options for funher reducing S02 emissions from its power plants 

to the levels mandated by the CAM. Although careful consideration has been given to 

compliance options which would address both 502 and NOX emissions, it is clear, as 

discussed in more detail below, that no cost effective. commercially proven technology exists 

for addressing 502 and NOX emis.sions as part of a single: solution Based on this analysis 

of compliance alternatives, the constructior of the proposed FGD system at BB I & 2 is, by 

far, the most prudent and cost effect.ive means of meeting Tampa Electric's CAAA 502 

compliance obligations. 

The Company ha:s presented unrebuued evidence in this proceeding establishing that 

the proposed Phase JJ FGD compliance option yields a net system present wonh revenue 

requirement savings of S 18 million over the first I 0 years. $80 million over the first 20 years 

and S9S million over the first 2S years of operation as compared to the base case scenario 

which involves increas«! fuel blending and the purchase of additional emission allowances 

These estimates represent over twice the expected savin11• from the next most economical 

option. In fact, the resulting fuel savings realized during just the first five years of operation 

nearly offset the entire capital cost of the project. The Company has also demonstrated that 

its prudent FGD projeci c:osis meet the Commission's eligibility criteria for recovery through 

the ECRC. The FGD Project costs were not mcluded among the compliance acti,ities 

included in base rates in Tampa Electric's last rate c&e and must be incurred to satisfy the 

Company's mandatory compliance obligations under the CAAA. These costs will all be 

incurred subsequent to April 13, 1993, thereby meeting all of the statutory and FP5C 
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requirements articulated in Order No. PSC-94-0044-FOF-EI ( The Gulf Power decision). 

Finally, the Company urges the Cornrnilsion to authorize it to accrue AFUDC on the 

total FGD Project investment. By accruing ;,.l" TDC on the entire FGD Project Investment 

the rate impact associ2ted with t.hc project will be delayed until the customers realize the fuel 

savings associated with the project. A disallowance of AFUDC would run counter to th.c 

environmental public policy of this state. ln enacting the legislation governing the 

Environmental Cost Recovery Clause ("ECRC"), the Legislature clearly intended to facilitate 

environmental compliance by providing an expedited environmental cost recovery 

mechanism. Their purpose was to encourage util ities to 1 • .ake environmental compliance 

decisions without bias in favor of non-capital solutions and avoid the delay and uncenainty 

associa.ed with the base rate cost recovery process. As a general matter, disallowance of 

environmental compliance related costs, such a.s AFUDC, could lead to the adoptio.n of non­

capital solutions such as significant use ,f emissions allowances- an alternative that certainly 

the residents of this state would not prefer. The point is t'hat Commission policy in this area 

is very imponant even under circumstances where Tampa Electric's FGD Prvject proceeds 

without Commission authorization of AFUDC. 

In addition, there are no CWIP dollars in rate base, in this in· ·•nce, against which 

!=GO Project costs should be offset. Consistent with Tampa Electric's intent and the language 

of the rate stipulation adopted in Order No. PSC-96-1300-S-EI, when the Commission 

ordered the Polk Power station to be placed in rate base, the CWlP dollars in rate base 
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associated with the plant were eliminated. Thus, the.re will be no double recovery by Tampa 

Electric if the Company is allowed to a' eure AFUDC on its total FGD project investment. 

In summary, the Cornmiuion should authorize Tampa E:ectric to accrue AFUDC, for 

eventual recovery tluough the ECRC for the entire FGD projecl because this decision will 

further the environmental policies of this state, best match customer savings "'ith cost and 

prevent under recovery of expenditures required by law for a project clearly demonstrated to 

be the least cost option. 

II. The FGD Project Rtprestots Mandatory Compliance with the CAAA. (l.uur 1-7) 

The 1990 CAAA has as its primary goal the reduction of annual S02 emissions 

nationwide by 10 million tons below 1980 levels. To •chieve these reductions, the law 

mandates a two-phase pro~ which establishes annual SOl tonnage emission limits for 

fossil fuel-fired power plants (tr. 33). Under Phase I of the CAAA compliance plan.S02 

emissions limitations were placed on Tampa Elec~ric's Big Bend Units I, 2 and 3 These uniu 

were granted a combined total of 80,085 SO, allowances 1 Phase I compliance was 

implemented by the Janu.ary I, 1995 deadline largely through increasing the usc oflow sulfur 

coal at the affected plants, increasing purchase of emission allowances and, subsequently, by 

linking Big Bend Unit J. ("BB 3") to the FGD system then serving Unit 4 ("BB 4") The 

1 This number defines the maximum volume of SO, emissions allowed for t~ese three units 
without the necessity of funher mitigation measures. Each allowance held allows the discharge of 
one ton of SO, emissions. 
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Company then volunWily made BB 4 subject to the Phase I requirements ofihe CAAA BB 

4 was granted a total of6,400 additional allowances for Phase I. giving Tampa Electric a total 

of86,485 Phase I allowances. ThiJ Ccmmission has alred y approved the Company's request 

for recovery of Plwe I compliance costs in Docket No. 960688-EI. The focus of this 

proceeding is on the reasonableness of the compliance option selected by Tampa Electric for 

Phase n. 

Phase n compliance must be im.plemented by January I, 2000, and affects all of the 

Company's existing and future electric generating units, with the exception of the Phillips 

plant and existing combustion turbines. In Phase ll, the Comr any will be allocated only 

83,882 allowances (tr. 35). AJ illustrated by Exhibit2, Document I, appro,;imately twice the 

amount of Tampa Electric's capacity is covered by Phase II than by Phase I. However, the 

Company will be allocated 2,600 fewer allowances in Phase II than it was granted in Phase 

Ill. Description or The Company's Proposed Compliance Option. (lssuu I· 7} 

To a.chieve compliance with the Phase II requirements of the CAAA as described above, 

Tampa Electric proposes to construct and operate a FGD system to serve BB I & 2 and fud 

blend at the Gannon units. BB 3 &. 4 will continue to be scrubbed with a separate e,Osting 

FGD system. The costs associated with the proposed FGD system are projected to be S90 

million, including AFUDC. The annual O&M expense is !Projected to be S3.5 million in year 
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2000 dollars. As graphically described in Exhibit 2, Document 3, the FGD system c::onsisu 

of equipment capable o f removing sulfur dioxide from the flue gas generated by the 

c~mbustion of coal. The flue gas is directed to an absorb~ tower where it is treated with a 

slurry spray oflimestone and water. The S02 in the flue gas is absorbed by the slurry to form 

an acid which is then neutralized by the di~lved limestone. The reaction of the S02 and 

limcstCJne produces calcium 5ulfite which is then oxidized by the introduction of air into the 

reaction tank. The product ofthis forced oxidation is gypsum which then precipitates out of 

this solution. The resulting gypsum slurry is then dehydrated to produce a near dry gypsum 

cake which may be sold .as a raw material, primarily to w.allboard producen (tr. 41 ). 

IV. In Selecting tbe Pbase IJ Compliance Options to be Stud ied in Greater Detail, tbe 
Company ConJidered a nd Rej ected Option• wblch were eitber CommerciaUy Unproven 
or Clearly not EconomicaUy I ~••lble. (bsueJ 1, 2, 3, 4) 

ln deciding which Phase U compliance options merited quantitative analysis, the 

Company considered various options for achieving S02 emission reductions, as well as 

compliance options which would address both NOX and SOl emissions as part of a single 

solution (tr.47). A numb~ of compliance technologies were rejected on the grounds that they 

were not commercially proven, lacked a marketable byproduct, lacked reagent compatibility 

and/or could noi be retrofitted to existing facilities. A detailed list of these non-viable 

technologies and the r~n for elimination of each wa.s provided to Staff in response uo 
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5% or less of Tampa El«tric'a forecasted gas price in 2001 and no more than 25% of the 

company's forecasted n&tural gas price in 2026 in order for the natural gas combined cycle 

unit merely to breoJc even with the FGD system pruposedl for BB I & 2. The bottom line is 

that it would cost ratepayers approximately $1.5 billion more to pursue the hypothetical 

combined cycle unit ovc:r the proposed FGD project (tr. 274-275; Exhibit 14, p.l of 6 of 

wi1ness Hcrn&ndez Late-Filed Deposition No. I). 

In the case of the coal/gas co-firing option, the two fuels would not be physically 

mi>Ced and would require additional burners and auxiliary equipment to use IUltura.l gas 

in unison with pulverized coal. Since co-firing requires the maintenance of two fuel systems. 

this option does not realize savings from the retirement of coal equipment. In addition. there 

would be no fuel savings since Tampa Electric currently forecasts the price of natural gas t.o 

be significantly higher than CC'at Given the lack of savings to offset the associated capital 

expenditure.s, this option was determined not to be ec<momically viable (Exhibit 12, Bates 

Stamp p. 121). 

The purchased power option was also rejected in light of the impact it would have on 

peninsular Florida's reliability. Tampa Electric estimated t.hat approximately 850 MW of finn 

capacity would have to be purchased by the Company to dl>ylace generation from BB I & 2 

and reduce the associated S02 crni.ssions of its coal capacity in order to bP. within the 

compliance requirements of Phase n. A finn purchase of this size would funher reduce 

projected reserve margins for both sununer and winter in almost every year of the forecast 
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Based on the 1997 florida Regional Coordinating CouiUd Reliability Assessment (Exhibit 

12, Bates Stamp p. 121), the projected reserve margins consist primarily of non-linn load and 

rc.latively little available capacity. 

With the eliminations described above, the final s'-ge of the cost-effectiveness analysis 

focused on increased fuel blending and purchues of additional allowances, as t.hc base case, 

compared to each of the four FGD options identified above. 

V. The Proposed Bi& Bcod Uoit 1 aod 2 FGD Project Is 0tJar1y the Most Cost Effective 
Phase 0 Compliaoce Optioo. (baue 5) 

The DB I and 2 s:tand alone FGD option demonstr.ates the );feates:t relative benefit to 

ratepayers. AJ noted above, the BB I and 2 FGD option yields a net system present wonh 

revenue requirement savings to ratepayers of S 18 million o ver the first I 0 years, $80 million 

over the first 20 years and $95 million w er the first 25 years of operation as compared to the 

base case scenario which involved increased fuel blending and the purchase of additional 

emission allowances (tr. 183 ). These estimates represent over twice the expected saving5 

from the next most econ.omical option. Adding the FGD• system to BB I and 2 will pcmlit 

Gannon Station to bum lower cost coal and still meet the system S02 cap applicable to 

Tampa Electric. In fact, the re.sulting fuel savings realized at Gannon Station and Big Bend 

Station during just the first five years of l"peration nearly offset the entire capital cost of the 

project {tr 184). 
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The cost related to each of the remaining altenative FGD compliance options were 

compared based on cumulative pr~<ent worth revenue requirements ("CPWRR"}, and the 

benefit to cost ratio. Compliance cost.s were developed on an incremental revenue 

requirement.s basis relative to the base case (fud blending and emission allowances) 

assumptions. The CPWRR include system fuel and purchased power expense, incremental 

capital, incremental O&M expense and other increm.ental costs associated v.ith the 

compliance alternatives. The assumptions used in this analysis are described at Bates Stamp 

pages 109-120 of Exhibit 12. The fuel price forecast used in the analysis was b~&;::d on 

various external forecasts, actual prices reported in various periodicals, actual buying 

expe.rience, and infollllAtion obtained through energy supply representatives The same 

forecast used by Tampa Electric in evaluating its 1997 and 1998 Ten Year Site Plan. filed 

April, 1997 and April1 998, -espectively, was used in evaluating the FGD compliance options 

(tr. 315). 

The cost estimates used in the four FGD alternative options considered were 

developed in several ways. Tampa Electric retained Stone & Webster, a.n 

architect/engineering finn with considerable expertise in designing FGD systems, to develop 

a cost estimate for installing one of two different FGD sys.terns at Gannon Station Units 4, 5 

and 6. Tampa Electric engineers with experience in design and operation or FGD systems. 

reviewed the resulting cost estimates and found them to be reasonable (tr. 37) The 

Company's engineers used the Stone & Webster study to develop a cost estimate for a stand 
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alone FGD ~ystem for BB I & 2. The BB 3 FGD integration was used as the buis for 

eVllluating this integration altemat.ive 

In a final effort to test the prudence of pursuing the BB I and 2 FGD option, give:n 

a wide range of contingencies, the Company perfonned a series of additional analyses 

incorporating various sensitivities on capital cost. incremental O&M expense, allowance 

market variability, fuel prices, project deferral, and asset amortization. The SB I and 2 FGD 

option remained the mo:st cost-effective compliance alternative under all of the sensitivity 

studies. To insure that the estimated costs for tl •• s option were reasonable, Tampa Electric 

retained a second experienced architect/engineering finn, Sargent <'fl. Lundy, to prepare a more 

refined cost est.irnate for the proposed BB 1&2 FGD system. Sargent & Lundy, working 

closely with Tampa Electric's engineers, developed a conceptual design "'ith site layouts, 

arrangement drawings, equipment lisu, electric load lists, piping lisu and materials of 

construction. The consultant also received vendor quotes for the major e{juipment and used 

published data along with its own cost data to come up with an accurate estimate of the cost 

This more refined estimate supported the previous co•ts used in the screening analysis (tr 

40). 
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VI. In Kecpin1witb Uoambiguoua Commiuioo Prcctdcot, CosiJ Prudently lncurnd io 
C onnection with the Planned Big Bend UnitJ I and 2 FCD P roject should be Recovered 
Through the Environmental Cost Recovery Clause. ( Issue 7) 

In the Gulf Power decision, this Commission established guidelines for enviroMlental 

costs which would be recovered through the ECRC. Consistent with those guidelines. th.e 

costs associated with the planned FGD system: a) wiU be incurred after AprillJ, 1993; b) wiU 

be incurred on the basis of a legal requirement, the CAAA, whose affect was triggered after 

the last test year upon which rates are based; and c) are not being currently recovered through 

base rates or any other cost r~very m~I!Mi$m. 

The proposed FGD project was not among the compliance activities included in base 

rates in T ampa Electric's last rate ease, Docket No. 920324-El, in 1992 (tr. 179). This 

Commission also made it clear in the Gulf Power decision that ECRC recovery would be 

permitted despite the fact that the sponsoring utility was earning \\oithin its allowed return on 

equity range 

In its September 22, 1998 ordet' denying Motions to Dismiss filed by OPC and 

F IPUG in the instant case this Commission commented on the Gulf Power decision and hel'd 

as follows: 

The Commission considered and rejected OPC's argument tbat 
if the utility is earning within its range, it is already being 
compensated for aU environmental espenses and should not be 
granted recovery or any environmental espeous through the 

'Order No PSC-98-1260-PCO-EI issued September 22, 1998 in Docket No. 980693-EI 
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ECRC. OPC also argued that the statute only pmnit.s recovery of in­
service capital invesunenu. Both ofOPC's arguments were rejected 
by the Commission. Both of these arguments are made ag 1in in this 
petition and are nereby rejected. According to past Commission 
precedent, Section 366.8255, Florida Statutes, operates as a 
mechanism whereby a utility may seelc detennination of the prudence 
of any anticipated and mandated environn.rntal complinnce project 
before bringing the project before the Commission in a cost recovery 
proceeding. 

• • • 

Thus, any mention of ROE, cost recovery, or the proper recovery 
period in the Motions iJ no longer relevant to this proceeding. 
(Emphasis supplied.) 

Tampa Electric wiD only be permitted to earn within its authorized rate of return on 

eq·•ity pursuant to the terms of the rate Stipulation. In any event, even after the Stipulation 

period ends, this Commission retains its very effective continuing surveillance program t.o 

monitor earnings. The Commission's continuing surveillance program assures that the 

Company i.s earning within a return on equity range considered reasonable by the 

Commission. Therefore, there should not be a concern that the Company may overearn on 

its retail rate base now or in the future. 

In addition. cost recovery through the ECRC is unrelated to what the Company is 

earning on iu rate base. The ECRC was established by the Legislature and has been 

implemented by this Commission to provide for recovery ot 4l'ly environmental compliance 

coru not recovered in base rt!es and which are incurred after April 13, 1993 There has 

never been an earnings test with respect to any of the various cost recovery clauses Neither 

13 



the fuel, capacity, conservation or environmental cost recovery clauses have an earnings test 

(tr 324-325). 

The Commission correctly interpreted the Florida law 'l!.ith respect to the recov~ry of 

an approved enviroruncntsl cost recovery project by holding in its September 22, 1998 order 

in this proceeding: 

The Motions argue that Section 366.825 and 366.8255, 
Florida Statutes. contemplate a finding that base rates are 
insufficient to cover environmental costs before the 
extraordinary provisions of a cost recovery surcharge can be 
employed. S«tion 366.8255(2), Florida Statutes, d early 
states that If 1 utility's proposed environmental 
compliance project is approved by tbe CommiJsion, the 
commission shaD aDow recovery ortbe utility's prudently 
ineurred environmental compliance costs ..• tbrougb a n 
environmental compliance cost-recovery factor that iJ 
separate and apart from tbe utility' s base r ates'. There is 
no mention in this section that a finding that base rates are 
insufficient to cover compliance costs must be made before the 
C)(lraordinary p•ovisions of a cost recovery surcharge can be 
employed. 

• • • 

Section 366.8255, Florida Statutes, only contemplates that the 
Commission address whether ~titions fvr environmental 
activities are prudent and reasonable, given the alternatives 
(Emphasis supplied.) 

Tampa Electric respectfully submits that recovery of FGD project expenses tJ1rough 

the ECRC is clearly appropriate. 

14 



VH. Thf Commission ahould Authorize Tampa Electric to Bflin Accruing AFUOC on its 
Totallnvestmfnt in the Planned FGD ProjccL (bsue 6) 

The carrying costs associateo ... ~•h Tampa Electric's investment in the FGD project 

represent in~remental CS!vironmental compliance costs. which are not currently being 

recovered in rates. P\l(SU1ant to Rule 25-6.014 I, Florida Administrative Code, the project is 

eligible to either accrue AFUDC or recover financing costs on a current basis through the 

ECRC.' It iJ imporunt to note that although OPC and FLPUG take issue with Tampa 

Electric's request for authorization to a.ccrue AFUDC on the~ project investment, they 

do not allege that the project is ineligible to accru AFUDC, as a general matter. 

In considering whether to request either immediate recovef) t.'vough the ECRC of the 

carrying charges associated with the FGD Project or authorization to accrue AFUDC during 

the construction phase, Tampa Electric attempted to minimize the ratepayer impact associated 

with recovery of these cosu. Accrual of AFUDC versus a~rrent recovery of carrying costs 

is a timing issue. By pro:posing to accrue AFUDC. the Company's intention is to delay the 

rate impact associated with the project unt il customer~ begin enjoying the fuel savings 

associated with the project. 

OPC and FIPUG allege that a portion of the carryin11 costs associated with the FGD 

project are already being recovered in base rates, rendering a portion of Tampa Electric's 

project related investment indigible for AFUDC accrual More specifically. they have 

'See FPSC Order No. PSC-94-0044-FOF-El, issued January 12, 1994, in Docket No. 93061J­
E1 (the Gulf Power Company ECRC order). 
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asserted that the Sl6 million of CWIP included in rate base in Tampa El«:(;tric's last rate 

proc«ding should be netted agaiMt T .:!'lpa Electric'~ project related investment for purposes 

of determining the amount of investment eligible for accrual uf AFUDC. M discussed below, 

application of the rule in the manner suggested by FIPUG .and OPC under the circumstance:S 

presented in this proceeding is not appropriate. ln establishing the ECRC m«:(;hanism, the 

legislature intended tO provide I ufast track'' process for approving the («:(;OVery of qualifying 

environmental complianc;c cost, ~~eparate and distinct from the base rate cost recovery 

generally used for other capital projects. In ,, roviding more efficiency and certainty with 

regard to the recovery of environmental compliance capital com, the legislature intended to 

clear the path for environmental projects and, importantly, to eliminate any bias in favor of 

non-capital compliance options. Clearly, Commission authorization of AFUDC or 

immediate recovery from customers of project carrying costs is very important in the 

avoidance of a bias against capital projects. If unaddressed, this potential bias could lead to 

the adoption of less cost effective solutions and favor th-e purchase of additional emission 

allowances- a solution which the residents of Florida would not prefer However, in a more 

s~ific sense, application of the AFUDC rule as sup~teSied by FlPUG and OPC would be 

especially inappropriate in this instance. 

16 



In its last rate~. Tampa Electric was granted approximately $36 million ofCWlP 

an rate base fer financial integrity purposes ' . Although there was no explicit 

acknowledgment in the Commission's rate ...a!e order, this CWIP and the &S$0Ciated base 

revenue stream were associated with the construction of the Company's Polk Power Plant, 

which went into commercial operation in September of 1996 

The inclusion of Polk Power Station in rate base was addressed through a rate 

stipulation negotiated among Tampa Electric, OPC and FlPUG and approved by the 

Commission in Order No. PSC-96-1300-S-EI, issued October 24, 1996 in Docket No. 

960409-EI (the UPolk Stipulation"). AJ pan of the Polk Stipulation, the Polk Power Station 

was to be included in rate base but base rates were required to be frozen through 1999. AJ 

a result, any increased revenue requirement associated with the Polk Plant could only be 

recovered from a combination of existing base rate revenues and rc,·enues deferred pursuant 

to the Polk Stipulation. At the same time that Tampa Electric was agreeing to absorb a 

significant increase in its revenue requirement without raising rates, the Company al so agreed 

to refund or credit customers $50 million and share with customers revenues associated with 

earnings above I I. 75%. The revenue sharing would be calculated or determined by a forrnula 

agreed upon in the Pollc Stipulation. 

• Order No PSC-93-0664-FOF-El, issued April 28, 1993 in Docket No 920324-EI ( In Re 
ApplicatiOn of Tampa Electric Company For a Rate Increase) 
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Tampa Electric recognized that the Polk Stipulation created a more limited 

opponunity for the Company to earn a rt<>SOnable return on its Polk investment. The 

Company accepted this challenge as one element of the balance of benefits and burdens 

inherent in the Polk Stipulation. However, Tampa Electric needed assurance that the existing 

base revenue stream and accumulated deferred revenues, on which the Company wa..s 

counting in order to abso.rb the substantial Polk-related revenue requirement increase, would 

not be siphoned off and applied to ne-..., environmental compliance costs which might be 

accrued or incurred. Th:at assurance was provided by puagraph 14 of the Polk Stipulation 

which ratified and carried forward a previous Stipulation ("The f irst Stipulation") entered into 

by and between FIPUG, OPC and Tampa Electric and approved by the Commission in 

connection with its review of Tampa Electric's 1995 and 1996 earnings 

The First Stipulation, effecting the first freezing of Tampa Electric's base rates, 

acknowledged the continuing availability of the ECRC mechanism during the pendency of the 

base rate freeze: 

The Parties further agree that Tampa ElectriC will not US<! the 
various recovery clauses which shall continue lu '•e m'Oilable 
toil In /996, /997 and 1998. to recover through such clauses 
capital items thai normally would 1H reco•-eud through bas~ 
rates. Huwe•-er, the Parties agree, f or example. tha t TamJXt 
Electric may reco•-er its prude Ill expendl/ures assoctatedwllh 
complia11ce with envirc»unmtal la..-s and regulations through 
the environmental cost recovery clause. HO><'f!vt!r, during the 
term of Jhis stipulation, the environmental cost recovery 
clause will not be lrn!d to recover any of the costs incurred 
relati•·e ro Polk Power Station, except costs atlrlbutable to 
changes in environmental laws or regulations or any cllOJ1ge 
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in the application or tmforcement thereof occurring after 
October 15, /996.' 

The Polk Stipula,tion ll~ &j:"'Cifically referred to the continuing availability of the 

various co~t recovery clauses: 

. . . The Parties further agree that Tampa ElectriC will not use 
the vari011.S recO\'U)I clauses which shall confinur to be 
moailable to itln 1999to ruover thr011gh such clauses capital 
items that normally would be recovered through base rate I. 

In the order adopting the Polk Stipulation, the Conunission directed that· 

... the Actual final capital cost of the Polk POI4•er Station 
project shall be included In TamJAl Electric's rate base for all 
regulatory purposes up to an amount equal to one percent 
above the capital cost estimate of 5506.165,000 presented in 
Doclcet No. 960409-El plus related working capital of 
SJ J, 019,000 estimated ill Doclcet No. 960409-El (Order No. 
PSC-96-/JOO-S-El, issued in Doclcet No. 960409-El. ) 

Consistent with iu understanding of the appropriate treatment of the 

pre-existing CWIP related rate base, Tampa Electric reduced the CWlP 

amount in iLs surveillance repon.s to SO and simultaneously included in rate 

base the entire Polk investment, including the S36 million of Polk-related 

CWIP on which the Company lwl been earning This tie between the S36 

million of CWIP and the Polk investment was not a .figment of Tampa 

' Stipulation. at p. 3, approved in Order No. PSC-96-0670-S-El, issued May 20. 1996 in Docket 
No. 950379-EI. 
' Polk Stipulation. at p. 3. 
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As noted above, Tampa Electric agreed with and • -:-aplemented the principle 

advocated by FlPUG. When the Commission ordered Pollc to be included in rate base. Polk· 

related CWIP in rate base was traded for fuU rat.. l,uing of tlut power station_ 

There is no base rate revenue available to offset the carrying .:osu associated with 

the Project as OPC and FlPUG suggest. From a regulatory perspective, the parties arc facing 

a •zero sum· situation. Since base rates arc froz.cn through 1999, base rate revenues imputed 

to FGD related carrying cosu will have the affect of reducing, dollar for doUar. the existing 

base rate revenues otherwise available to offset the substantial Polk related increase in 

revenue requirement. Tampa Electric agreed to mana0 c existing base rat~ revenues and 

defe"ed revenues to meet its existing revenue requirements However. •he Pollc St ipulation 

clearly provides that Tampa Electric may recover its prudent expenditures associated with 

compliance with environmental laws and regulations thro11gll the Environmemal Cost 

Recovery Clause 

VIII. Conclusion (bsuet 1-7) 

The Company has identified the most cosH:ffective means of meeting ns legal 

obligations under Phase II ofthe CAAA It has carefully tested the cost-cfTectivencss ofthc 

planned BB I & 2 FGD system against an exhaustive list of possible compliance alternatives 

The unrebutted. if not undisputed conclusion is that the compliance option proposed by 

Tampa Electric in this proceeding is the most prudent and c~st-e!Tect•ve mearu of a.ch1cving 

the required environmental compliance. 

WI lER.F.FORE, Tampa Electric respectfully requests that this Commission rule 
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a. that the flue gas desulfuriution (" FGD") project pllllllcd by the Company for Big 

Bend Units I and 2 is the most cost~ffectivc and prudent means of achieving SOl 

compliance with Phase II of the Clean i\ir Act Amendments of 1990 {CAAA); 

b that costs prudently illCUlTed in connection with the planned FGD project will be 

recovered through the Environmental Cost Recovery Clause ("ECRC"); and 

c that the Company is authorized to accrue AFUDC on its total FGD project related 

investment. 

DATED this 2'-!!day of ~ &o ,,.. • 1998. 

Respectfully subrniued, 

HARRY W. LONG, JR. 
TECO Energy, Inc. 
Post Office Box Ill 

Tampa, Florida 33601-0 II I 

and 

j~L? 
L WILLIS 

JAMES D. BEASLEY 
Ausley & McMullen 
Post Office Box 3 91 
Tallahassee, Florida 32302 
(850) 224-9115 

ATTORNEYS FOR TAMPA ELECTRIC COMPANY 
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CERTIFICATE OF SERVICE 

I HEREBY CERTIFY that a true copy of the foregoing Post-Hearing Brief, filed on behalf 
"-'( 

of Tampa Electric Company, has been furnished by hand delivery (•) or U. S. Mail on this Z.. -'day 

of t1 Gh. W 1998 to the following: 

Ms Grace Jaye• 
Staff Counsel 
Division of Legal Servic~s 
Florida Public Service Commission 
Room 390L - Gunter Building 
2540 Shumard Oalc Boulevard 
Tallahassee, FL 32399-0850 

Mr John W McWhirter, Jr. (fax) 
McWhirter. Reeves. McGlothlin, 

Davidson, Rief & Balcas, P.A. 
Post Office Box 3350 
Tampa, Florida 3360 I 

Ms Gait Karnaras 
Legal Environmental A.uistance Foundation 
1114 Thomasville Road, Suite E 
Tallahassee, FL 32303-6290 

Mr. Joseph A. McGlothlin • 
MJ. Vicki Gordon KaufiiWI 
Mc\llhirter, Reeves, McGlothlin, 

Davidson, Rief & Balcas, P.A 
117 South Gadsden Street 
Tallahassee, FL 3 23 0 I 

Mr. Roger Howe • 
Office of Public Counsel 
Ill W. Madison SL eet,11812 
Tallahassee, FL 323 99- I 400 

tXTTORNEY 
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