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On H• y 15, 1998, Ta.mpa Elec:t.ri¢ Com.,.ny (TECOI fll•d a 
rolltlon for Approval of Coat Recovery Cor • New Environmental 
Proorom, the 819 Bend units 1 • 2 flue Gas OOtu lCurtutlon System. 
On June 2 , 1998 , Flodda l ndustri d Povor u .. u Group lflPUGI 
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Legal Environme r _al Assistance Foundation (LEAf') petitioned to 
intervene a nd filed its motion to dismiss. A prehearing i n this 
docket was held on August 21 , 1998 . The Commission granted LEAF' s 
petition to intervene on August 28 , 1998 , in Order No . PSC- 98 -1 168-
PCO- EI. The hearing in this matter was held September 2 , 1998. 
All intervening parties ' motions and the suggestion to dismiss were 
denied in Order No . PSC- 98- 1260- PCO- EI , issued September 22 , 1998 . 

- 2 -



DOCKET NO. 980693-EI 
DATE : November 19, 1998 

DISCQSSION OF ISSUES 

ISSQI 1A; Should FIPUG's Motion to Reopen the Record be granted? 

R£COMHINDATIQN: No. The Flo rida Indust rial Powe r Users Group ' s 
Motion to Reopen the Record appears to be predicated upon the 
theory that Section 366.825, Florida Statutes , con t ro ls this case. 
This theory was specifically rejected i n Order No . PSC-98-1260-PCO
EI, issued September 22, 1998 . In addition, FIPUG, as a party t o 
this proceeding, had a reasonable oppo rtuni ty to offe r e vidence on 
the issue of NOx compliance . f urther , the issue of NOx compliance, 
if it is relevant, was adequately addressed o n the record of t his 
proceeding. (JAYE] 

STAFF ANALYSIS: Citing to Rule 25- 22. 037 , flo rida Admi nist rative 
Code , on October 12, 1998, the Florida Industrial Power Use r s Group 
(FIPUG) filed a Motion to Reopen the Reco rd . On October 19 , 1998, 
Tampa Electric Company (TECO) filed its Memo r a ndum in Oppos ition t o 
flPUG's Motion to Reopen the Record. 

I . POSITIONS OF THE PARTIES: 

A . FIPUG 

In its motion, FIPUG contends that TECO presented t wo 
witnesses in Docket No. 980007-EI, Karen Zwo lak and Grego ry Nelson, 
who gave testimony concerning TECO's N01 a nd so. compliance . FIPUG 
asserts that these witnesses testified as to the appropriateness of 
granting TECO "some $1 . 6 million to defra y a small part of t he 
cos ts f o r CAAA compliance, including S02 and NO, r emoval ." (Motion, 
1) FIPUG further states in its Motion that : 

This (the Zwolak and Nelson tes timony) demonstrates tha t 
there is a significant investment in tro. r emoval already 
in place and from this testimony the Commission may be 
able to ascertain the full impact of CAAA complianc~ . 
TECO does have a plan in place and under construction to 
comply with CAAA. TECO has simply failed to divulge thi s 
comr .ehensive plan to the Commi ssion and to the parties 
in t hi s case. The Commission should consider this in 
making its decision in this case . (Mo t ion to Reopen the 
Reco rd, 1, 2) 
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B. I,gQ 

TECO's Memo randum in Opposition to FIPUG' s Motion to Reopen 
the Record states that: 

FI PUG' s Motion to Reopen the Rec ll rd appears to b e 
premised on the same e r roneous point FIPUG raised in its 
failed Motion to Dismiss Tampa Elec : ri c ' s Petitio n i n 
this proceeding -- that a utility must present an ove r all 
env ironmental compliance plan as a prerequisite to 
seeking approval of cost r eco very f or a pa rticular 
environmental compliance activity unde r Section 366 . 8255 , 
Fla . Stat. That a rgument was specif~cally r ejec ted by 
t his Commission in its Order Denying Motions to Dismiss 
i n this proceeding. (Memorandum, 1) 

TECO asserts that even if a pla n i ncludinu NO,. emissio n con trol 
were required under Section 366 . 8255 , Flori a Statues , whic h TECO 
cla ims is not required , TECO maintains that it pro v ided amp l e 
e vidence of its NOx compliance activi ties e n the record in this 
docket. In responding to quest ions posed by .'!PUG' s Mr. McWhirte r, 
TECO asse rt s that its Witness Black amply desc ribed the company's 
proposed NOx compliance a c tivities such as com~u st ion modifications 
and classi fi cation equipment repl acement , in ·luding costs of s uch 
act ivities . TECO asserts tha t Mr. Black's des~ riptions and 
estimates of t hese a ctivities are located J n the t ransc rip t at 
pages 62-64 and 67 . 

I I . Oi scussion a nd Analysis 

A. Requirement that TECO File a Compr:elens i ve CAAA p lan 

FIPUG' s contentions in its motion appear t~ be based upon the 
belief , stated i n FIPUG' s Motion to Di smiss , f iled July 23 , 1998 , 
that a proceeding under Section 366. 8255 , Flo rida Statutes , 
requi r es TECO to file a comprehensi ve CAAA compliance plan 
outlining al l proposed CAAA compliance projects foc which TECO 
wo uld se~k cost recove ry under the Environmer.tal Cos t Re cove ry 
Clause . J pecifically , i n the Mo tio n t o Dismiss, FIPUG a rgued : 

Rather than providing the Commiss ion wi t h i t s Compliance 
Plan we ll a~ead of the necessary impleme ntatio n date i n 
compliance wi th §366 . 825 so that a ppropriate analysis and 
study could be done, TECO has essentially come in at the 
"11th hour" seeking cos t recovery of a compliance pla n 
that has not been reviewed, much less appro ve d, pursuan t 
to §366. 825 and for which no rate impact inft r matio n has 

- 4 -



DOCKET NO. 980693-EI 
DATE : No vember 19 , 1998 

been provided. Having failed to timely file uncier 
§366 . 825 , TECO may not seek recovery f o r r tean Air Ac t 
compliance costs under §366.8255. (Motion to Dismi ss , 4-
5) 

From the similarity of the arguments presented in FIPUG's Motion to 
Dismiss and its subsequent Moti on to Reopen the Record , staff 
believes that fiPUG is attempting to "back into" the same arguments 
i t made in its Motion to Dismiss . 

FIPUG' s Mot ion to Dismiss, the Office o t Public Counsel ' s 
(OPC) Suggestion that the Florida Public Service Commission , On lts 
Own Motion , Dismiss Tampa Electric Company ' s Petition Without 
Prej udice (filed July 29, 1998), and Legal Environmental Assistance 
Foundation's Motion to Dismiss (filed August 14 , 1998) , wer e a ll 
denied by the Commission a t the Sep tembe r 1, 1998, Agenda 
Conference. The Commission i ssued an Order Denying Motions to 
Dismiss, Order No. PSC-98-1260-PCO-EI, on September 22 , 1998 . The 
Orde r held, among other things, t hat Section 366. 8255 , Flo rida 
St a t u tes, authorizes a utiljty to submit : 

a petition to the Commission describing proposed 
environmental compliance act ivities and proje cted 
environmental costs whic h may be (in) addition to (or 
supplemental to) any Clean Air Act compliance plan wh ich 
the utility may have filed under Section 366 .825, Flo rida 
Statutes . The language is i nclusive of , ra ther tha n 
exclusive of Clean Air Act compliance activ i ties. (O rde r , 
7) 

In this docket , TECO appropriately filed for prude nce 
determina tion and eligibility for future cost recovery of its 
proposed Flue Gas Desulfurization (FGD) s ystem under Sec tion 
366 . 8255 , Florida Statutes. Therefo re, a " comprehensive plan" as 
i ntimated in FIPUG's Mot ion to Reopen the Record is no t required o r 
contemplated under Section 366 . 8255, Florida Statutes. Thi s i ssue 
has already been rejected by the Commission and need not be 
r evisited here . 

B. ~ Compliance 

Staf f believes that NOx compliance is no t an issue in this 
filing for a p rudence determination o f a specific environmental 
compliance activity to reduce S02 emissions under Section 366 . 8255 , 
Florida Stat utes . Even if it were an issue , as FIPUG ' s Motion to 
Reopen t he Record asserts, this question has been addressed in the 
record. TECO wi tness Black s tated at the hearing : 
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The technologies that we utilize for NOx control are 
totally separate from those that we are employing for S01 control. And because of the fact that no single 
technology that we're aware of can deal with both of 
those issues, we're treating them as totally unrelated . 
And the approach that we're taking on ou r NO~ compliance 
has no effect on the options that we would selec t with 
respect to our S02 compliance. And even if you look at 
the cost of the SCR case and compare that to othe r 
options for dealing with NOx and SO} in a combined 
nature, that still is by far the most cost-effective 
solution . (TR. 64, lines 8-20) 

Witness Black again addressed NOx in his testimony before the 
Commission in answering a question posed by riPUG: 

Q: Would you give a descript ion of the proposed action 
and alternative actions considered by Tampa Elec tric to 
comply with the nitrogen oxide e~ission rates required by 
the Clean Air Act? 

A: Yes, sir. We currently are in negotiations with the 
Environmental Protection Agency with respect to the 
nitrous oxide emission limits for the Tampa Electric 
boilers . . . . The emission limits that were set , we 
are moving towards those limits by making combustion 
modification to the uni ts which involve the r eplacement 
of the classif ication equipment , which allows us to 
~~tter balance the fuel flow to the boilers , which allows 
us to reduce the amount of excess oxygen that is required 
fo r the combustion process and that reduction of the 
excess oxygen provides a benefit in reduc ing the NOx wor k 
. . . . To the extent that we are not successful with 
our combustion modifications, the next level of NOx 
compliance would be t he installation of a selective 
cat~lytic reduction clean-up technology on the tail end 
of one of our large boilers. . . . So , we'r~ taking a 
staged approach fo r our NOx compliance . We are looking 
at least cost alternative first, and we want to verify 
that that either is or is not totally acceptable. 1 f 
it's not, then we move to the next control technology to 
achieve the limits . . . . The current estimate f o r the 
combustion modification cost is in the orde r of $8- t o 
$10 million of capital cost . If we have to move beyond 
that, the installation, the capita l cost associated with 
a SCR on one of our large boilers we estimate to be in 
the order o f $20 million. (TR. 62-64) 
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Witness Blac k went on to give TECO' s cur r ent NOx emissions (TR. 64-
6) and the amount o f reduction necessar y to bring TECO i nto 
compliance and the cost of s uch ceduction (T r ., 66- 67) . Thus the r e 
i s no need to include addit ional testimony as to NOr compl iance , 
because the record appears t o alread y be suf ficient and the parties 
ha ve had a reasonable opport unity to develop the r eco r d . 

C. Opportunity to Presen t Evidence 

FIPUG was granted party sta tus J une 10, 1998 , by Order No . 98 -
0806-PCO-EI. FIPUG filed direc t test imony on July 27 , 1998. FIPUG 
participated in and propounded d i s cove r y . FI PUG had a n opportunity 
t o c ross-examine witnesses at the hear ing held Septembe r 2, 1998 . 
Staff believes that, given these opportunities to participate in 
t he hearing process and t o de velop t he recor d t hrough d i scovery a nd 
c r oss- e xamination, FIPUG has bee n g i ven a full and fa i r opportunity 
to present any evidence it might have deemed relevant to the cause . 
Staff believes that it is now too l ate fo r fiPUG to a t tempt to 
r evisit t he record with addit iona l testimony the s ub ject ma t te r of 
whi c h could have been addressed a t a ny t ime during the discove ry 
and hearing process. 

Conc lusion 

St aff therefore recommends t hat the Commiss i on deny fiPUG' s 
Motion to Reopen the Record because : 1 l t he issue o f whethe r a 
compre hensive plan i s required unde r Sect ion 366.8255 , Florida 
Statutes and whether Sectio n 366 . 8255 , Flo r i da Statutes i s 
cont r olled by Sec t ion 366. 825 , Florida Statutes was al r ead y 
res~Lved i n the negative by t he Commission in this docket i n Order 
No . PSC- 98-1260-PCO-EI , issued on September 22 , 1998 ; 2) the issue 
of NOx compliance, i f it i s relevant, was adequately add ressed on 
the record of this proceeding; and, 3) FIPUG has had a reasonable 
oppo r tunity t o present evidence on this issue . 
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ISSUE 1 : Has Tampa Electric Company (TECO) adequately explored 
alternatives to the construction of a flue Gas Desulfurization 
(fGD) system on Big Bend Units 1 and 2? 

RECOMHINPATION : Yes , Tampa Electric Company has adequately 
e xplored alternatives to the construction of a flue Gas 
Desu lfurization (FGD) system on Big Bend Units 1 and 2. The in 
se rvice date of the FGD system and its effect on both fuel and 
allowance savings should be monitored 1n the ongoing fuel 
adjustment and environmental cost recovery clauses. (TEN, BREMAN, 
BOHRMANN) 

POSITION OF TBI PASTil$ 

TECO : Yes. Tampa Electric has carefully and prudently explored 
all reasonable alternatives to the construc tion of its proposed fGD 
system for Big Bend Units 1 and 2. The alternatives inc luded build 
and non- build options . The proposed f'GD system was clearly the 
most viable and cost- effective alternat ive. 

PUBLIC COONS£L: No . Alternatives have been explored, but Tampa 
Electric's conclusion is largely unexplained on the r ecord . No 
other coal-fired utility has chosen t he sc rubber option. fuel 
savings are not adequately quantified . Informat ion t he Commission 
must consider under Section 366 . 825, fl orida Statut es (1997) , ha s 
not bee n provided . 

FIPUG : No. TECO ' s filing came after construction of the project 
began. The filing omits information required by law and gives 
insuf ci cient time for the Commission to g ive meaningful 
consiaer ation to any alternatives other than those TECO promoted. 

LEAF: No. TECO has not fairly explored appropriate alternatives , 
including constructing a new gas-fi red combined c ycle facilit y, to 
reduce its S02 emissions. TECO's fOnside rat ion of a staff-proposed 
hypothetica l was skewed in favor of coa l. 

STAFF ANALYSIS : The resolution of thi s issue centers on whether 
o r not TECO was prudent in its planning process . If t he r e is 
evidence that TECO ignored relevant facts , i gnor ed r easonable 
options , or made unreasonable assumptions in its planning process , 
then TECO did not adequately e xplore all reasonable alte rnatives 
f o r compliar.ce with the Clean Air Act Amendments o f 1990 (CAAA ) . 

TECO's lengthy decision-making process may cause TECO to incur 
slightly higher costs for fuel and sol allowances du ring t he first 
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pa r t of the year 2000 . (TR 90- 92) Howe ve r , sta ff concludes tha t 
these inc reased costs are no t suf f icien t to change the ul timate 
cost-effectiveness of the scrubbe r option for TECO. The refo r e , 
s ta f f believes the record suppo rts t he conc l usion that TECO has 
been r easonab le in its evaluatio ns of alte r natives to compl y with 
CAAA r equi rements . 

In o rder to clearly demonstrat e TECO' s CAAA plann ing p rocess , 
s t a ff's analysis first presents a timeline of TECO' s CAAA 
complianc e reviews. The timeline t r acks decisio n dates and 
refe rences all documents o f record which memori a li ze what TECO 
evaluated , the major assumptions, a nd the strategi c concerns . 
Staff's analysis then addresses the pos i tions of OPC, FI PUG and 
LEAF. 

TECO' s Timeline of CMA Reyiews 

The CAAA, as pas sed in late 1990, requires s pec i f i c re ductions 
in so. a nd NO. air emissions at fossil fuel - fi r ed powe r plants . All 
comp liance a lternatives available t o TECO a r e composed of one or 
more of t he following five basic opt ions : pur cha sed power , fuel 
s wi t ching , e nvironmental dispatch, r et rofit e xisting powe r p lants 
with po l l ution contro l equipment, and d isplacement of coal - fired 
gene rati on with new natural gas-fired genera tion . These five bas i c 
options i n many various combinations we r e consider ed and evaluated 
by TECO since passage of the CAAA. TECO ' s e valuation of the 
options i ncluded consideration of fuel prices , fue l quality, t he 
s pecific des ign of the generating unit , operational and e f ficienc y 
cha r acteris tics, a s well as potential i n f rast r uctur e a dditions such 
as nat• ·al gas laterals and coal yard impr ovements . (TR 47, 141; 
EXH 12 , pp . 7- 8, 23-27; EXH 6) Howeve r, different evaluations were 
made at va r ious stages of the decis ion process . 

In August of 1992, TECO concluded that blending coals wa s the 
most cost-eff ective option f o r the Phase I requi r ements which the 
CAAA placed s pecifically on Big Bend Units 1 , 2, and 3. (EXH 12 , p . 
75) Staf f believes that this was a r ea sonable c hoice because there 
simply was no e vide nce that any othe r alternative would ha ve been 
more cost - e ffective . Too many unknowns e x isted in 1992 with 
respect to t he CAAA. (EXH 12, pp. 47- 51 , 65 ) 

A miles tone s tudy with long-term i mplica t ions was TECO ' s 1994 
CAAA compliance plan evaluation. (TR 36, 295 ; EXH 12 Document l ; 
EXH 14 , p . 47) This study concentrated o n S01 re qui rements 
principally becaus e S02 emiss ion l i mit s fo r Big Bend Units 1, 2, 
and 3 were l is ted in the CAAA and were t o be met by 1995 . (TR 33-
34; EXH 2 Document 1; EXH 12, pp. 4, 7) Howe ve r, the 1994 study 
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also addressed flexibility to respond t o fuLu r e devel opments in r ne 
CAAA. Although the Environmental Protection Agency (EPA) had set 
S02 limits for the first phase o f the CAAA f o r Big Be nd Units 1-3, 
it had not set applicable NOx limits fo r t hose Jni ts at the time of 
the study. (EXH 12, pp . 4, 8) Instead , EPA was to study what was 
reasonable and economical for utility boile rs with the design 
characteristics of Big Bend Units 1-3 a nd to promulga t e NO~ limits 
for them by January 1997 , limits that would not take effect until 
the beginning of Phase II . (EXH 12, p. 8) The r e fo r e , TECO 
continued to separately study options fo r compliance wi th CAAA 
Phase II limits f o r both NO. and so, . (EXH 12 , pp. 46 , 65 ; TR 64 ) 

The conc lusion drawn by TECO from the ]994 rev iew was that the 
deferral of investment in a scrubber retro fi t p roject wa s cost
effective as long as allowances could be purc hased at a reasonable 
price and were competitive with the pr ice sprea d bet ween lower a nd 
higher sulfur coals . Howeve r, uncertainty e xis ted whic h requ i r ed 
TECO to continue to monitor the newly fo rmed so, Allowance Ma r ket , 
EPA ' s drafting of the NOx rules , pend ing air t ox ic studies , and the 
po tential fo r C02 legislation. (EXH 12 , pp. 47 - 65) 

In 1995 , TECO de termined that it was economic t o use i t s Big 
Be nd Unit 4 scrubber to also sc rub the Big Bend Unit 3 flue gas . 
(EXH 12 Document 2 , p. 4; TR 84) This finding was large ly based on 
ongoing research and development (R& D) effo rt s at TECO' s B1g Be nd 
Uni t 4 s c rubber. (EXH 5, pp. 47-48 ; EXH 5 Late-Filed Deposit i o n 
Exhibit 3) The proj ect became known as the " Big Bend Unit 3 Flue 
Gas Desulfurization Integration" proj ect .. In Ma y 1996, TF:CO 
petit ioned for cost recovery for this CAAA compl i r1ncc a c tvity 
whic . the Commission granted in Orde r PSC - 96- I 04 8- FOF-EI , 1 ssued 
August 14, 1996. 

In l ate 1996, another screen ing analysis of SO comp l i a nce 
opt ions began. (EXH 8) This analysis is the basis f or various 
e xhibits in Mr . Hernandez' prefiled t e stimony. Du r ing depos i tt on , 
Mr. Hernandez clarified that the 1996 cost f igures in his pre t1led 
di rect t est imony e xh ibi ts we re in 1996 dollars because t hat i s when 
t he e valuations we r e done . (EXH 14, pp. 37-38 , 76- 78 ; EX H 8) The 
1996 evaluation built on the 1994 r eview and lessons l ea rned with 
the R&D project on the Big Bend Unit 4 s c r ubbe r. (TR 295 ; EXII 5 
Late-riled Deposition Exhibit 3) A r eview of the tables und 
figures wi thin Mr. Hernandez' prefiled test imony r e veal s four 
different sc rubber options. (EXH 12 Doc umen t 2 ) The fi r st page of 
Exhibit 8 shows that only scrubber projects were under 
investigation as of January 1997. By thi s time , TECO had made a 
determination on the means o f compliance with SO, requirements o f 
t he CAAA. The basis on whic h cost-effectiveness of t he FGD opt ion 
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was determined was their current compliance actions : fuel switching 
and al l owanc e purchas es . Staff belie ves t his approach p r o v i des a 
r easonable measure of the expected c hange in cos t s fo r comp liance 
a l ternatives from the current alternat i ve. The a lternat ive of fuel 
s witching (als o called fuel blending) was l a be l ed t he base case 
th r oughout the remaining planning proces s . 

A 1997 snapshot of TECO' s dialogue wi th EPA r e ga r ding NO. 
limi t s and retrofit costs on various units is contained in Exhibit 
10 . The potential cost impact f o r NO, compliance shown within 
these pages exceeds a n estimated $100 , 000 , 000 in capital costs if 
selective catalytic reduction (SCR) t e c hnology is requ ired on six 
TECO units . (EXH 10; EXH 5 Deposition Transcr ipt , p . 36 ) l!owe ver , 
TECO has undertaken efforts before EPA fo r dif fere nt and less 
rest rict ive NO. limits . If successful, TECO maintains that it will 
ha ve reduced the NO. compliance cost to be between $8 and S30 
million. (EXH 5 Deposition Transcript, pp . 33- 36, 76- 77 ; T R 62 - 63 , 
67 , 142-143, 149) However, staff notes Mr. Blac k' s unce rtainty 
that TECO's current NO. compliance a pproa c h wi ll meet the e xisting 
limi t s under the CAAA. (TR 63) 

I n la te 1997 , TECO obtained severa l estimates for the B1g Bend 
Units 1 & 2 scrubber from Sa rgent & Lundy. A Septembe r estim •• u ::
fo r a similar FGD quoted an amount of $80 million . TI::CO then 
request ed a detailed es tima te o f the major portions o[ the proi , .... ~, . 
The detailed est imate was transmitted on October 3, 1997 and t o rme d 
the basis of the cost est i mates i n TECO' s f inal review, the 
presentation to management, and the cost estimates presented in Mr . 
Black' s pre f iled t est imony. (EXH 5 Depos i tion Tr anscript , pp . 9 , 
19 ; I :H 5 Deposi t i on La t e-File d Exhibi t 2 ; EXH 7) 

The '1a y 1998 r eview conta i ned i n Mr . Hernandez ' p r e: f tl eel 
test imony is a c omposite summary of va .rious effo r ts o ver time . 
Cu rrently t here a re only t wo viable alternati ves under 
considera tion by TECO , t he FGD stand-alone s ystem for Biq n<'nd 
Unit s 1 & 2 and f uel blending. (EXH 14 Depos i t ion TranscupL , p . 
78) The proposed FGD is expec ted t o be l ess e xpensive than t he use 
o( lowe r sulfur coals pa i red wi t h partic i patio n in the so. 
allowa nce market because the difference between high and l ow s ultu r 
coal prices i s expec ted to increase. As indicated in I ssue 2 , the 
fo recasted coal prices are reasonable expectations, and none of the 
part i es d i sputed the trends in coal prices . 

OPC's concerns, as stated in its post-hearing position, appear 
to be d i r ected by a sense of insuffic ienc y i n TECO ' s t esti mony . 
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Two concerns are brought forward by OPC with respect t o planning, 
evaluations, and alternatives. One conce rn is that TECO could have 
scheduled the scrubber to come on line earlie r. (TR 92 ; OPC Brief , 
pp. 2-3) The other concern is that a ten-year fuel price forecas t 
is not sufficient to make a decision , a nd fuel price forecasts 
specific to each generating unit have not been provided. (OPC 
Brief, p. 3) 

OPC properly points out that TECO' s own e va luation process and 
assumptions indicate that an earlier in-service date would create 
more fuel savings and allowance savings . (OPC Brief, p . 2- 3; TR 90-
93) This should be monitored in the ongoing fue l and env i r onmental 
cost r ecovery clauses. However , it does no t suggest t ha t TECO was 
not prudent in selecting the FGD project; it only suggests that 
TECO was slow in putting the FGD in t o service . Also, staf f 
observes that OPC does not dispute that fuel savings are likely to 
result within the ten-year study period. Clearly, if an FGD is 
cost-effective in the first ten years due to fue l sav i ng s , there is 
e ve ry expectation that the FGD alternative will a l so be cost 
e ffect ive in year eleven and beyond ba rr ing some unfo reseen e ve nt. 
Staff be lieves that TECO's inte r na l ana l yses a r e typified by the 
documents contained in Exhibit 8 , "An In te rnal Review of t he CAAA 
S02 Compliance Strategies Dated January 14 , 1997 . " This doc ument 
represents the type of information TECO used , how TECO used t he 
information , and what TECO believed a t the t ime decisions '"'e r e 
made . This exhibit addresses all the ke y cost e l ements r equired by 
OPC e xcept the detailed year-by-year breakdown o f the cash flows 
ove r the life of the scrubber. Howe·1er , the trends are e sLabl i s hed 
and noted. The record reflects that the necessa ry detail t o ma ke 
i nfo rmed decisions ha s been addressed by TECO and included in its 
evaluations . 

FIPUG 

Similar to OPC, FIPUG s tates in its post-heari ng pos1t1o n that 
it does not believe TECO provided s uf ficient info rmation . fiPUG 
believes that TECO's filing falls short of the info rmation required 
by l aw and that insufficient time has been give n for cons iderat i on 
o f t1 .'! facts. 

Sta ff believes that all facts showing what TECO knew o r could 
have reasonably known at the time a r e contained in the r eco rd . 
Therefore , there is nothing missing that i s necessary to ma ke a 
decision on the prudence of TECO's selecti on o f the proposed fGD . 
Even if TECO' s petition had been submit ted under a different 
Flo rida Statute, historical company records , work papers , r e views, 
and o t her such materials which docume nt the basis for TECO' s 
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decis ion would be no different . There fore , a f inding of pruden t 
planning would have to be made based on the same e vidence . 

The effect of doing what FIPUG recommends i s that the 
Commission would defer rendering a decision in this case unti l s ome 
time afte r the FGD is in service. However, th is will in no way 
faci li t ate a prudence review of TECO' s decision to i nstall a 
sc rubbe r on Big Bend Units 1 & 2. The actua l installed costs and 
a ll other incidental costs for compliance with th~ CAAA at that 
time are not relevant in the review of TECO' s 1996/1997 decision t o 
install a n FGD system on Big Bend Unit s 1 & 2 . Whe the r o r no t TECO 
has been prudent in its selection of a compliance option can be 
determined from the record in this case. 

As reflected i n its post-hearing position , LEAf' s primary 
conce rn is that TECO prematurely eliminated a l l natural gas options 
for purposes of compliance with CAAA r equirements . Sta f f s ha r ed 
this concern. One alternative t o CAAA compl iance wh ich TECO ' s 
1996- 1998 reviews did not address was building a new natural gas 
fired combined cycle facility. Such a facility would reduce TECO' s 
system NO. a nd S02 emissions if it could economicall y di s place 
TECO's coal-fired generation . This compl iance pl ternative did not 
appea r in any review or study afte r it was determined to not be 
cos t - effec tive in the 1994 study. 

To address this concern, staff a ttempted to assess whether o r 
not such an alternative would be viable today . An exhib i t was 
de,eloped and provided by TECO Wi tness He r nandez that demonstrates 
th~ degree to whi c h a new natu~al gas faci lity would or would not 
be cost- effective for TECO in place o f the coal - fi r ed FGD 
alternat i ve . (EXH 14 Late-Filed Deposition Exhibit 1) Based on the 
evidence in the record, staff is persuaded that a ne w natu r a l gas 
fired uni t is not cost-effective and no t competi tive with the FGD 
alte rna tive for purposes of CAAA SO: compliance . 

First , TECO's coal- fired and petroleum coke-f i red generation 
uni ts should account for ove r 85 percent o f its load requi r ements 
through 2007 . To maintain system reliability, a natu ra l gas 
alternative would need to replace the appr oximately 850 MW capacity 
f rom Big Bend Units 1 & 2 combined. (EXH 12 , pp . 159, 182) Second, 
unde r mos t ci rcumstances, TECO would st i ll have coal-fi r ed units 
that would economically dispatch earlier than a natural gas-fired 
unit . (EXH 14 Deposition Transcript, p. 10) The natural gas unit' s 
posit ion i n TECO's dispatch queue would negatively impac t its cos t · 
e ffectiveness . Third, a natural gas unit of sufficient si ze wou ld 
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r equire a large capital i nvestment by TECO. Witness Hernandez 
estimated that TECO would incur a cap ital cost o f S500/F<W to 
install a natural gas unit on TECO' s system. (EXH 14 Late-Filed 
Depos itio n Exhibit 1) Hence, a 850 MW na tural gas unit would 
require approximately $425 mil lion in cap ital c osts . 

Staff had concerns with seve r al assun ptions in Wi tness 
Her nandez ' f ate-Filed Deposition Exhibit 1. (EXH 14 l For example, 
staff was concerned with the $ 500/KW estimated capita l cost to 
install a natural gas unit. In addition, staff believes the ten
ye ar depreciation assumption is i nappropriate. (TR 267) After 
performing a sensitivity analysis in whi c h the npp r opriate c hanges 
were made to several of TECO's assumptions, staff believes t hat the 
FGD system on Big Bend Units 1 & 2 is a mo re cost-e ffe c tive 
alternat ive than a new natural gas-f ired fac ility . 

Conclusion 

Based on the foregoing analysis , staff believes that the 
r ecord shows that TECO adequately e xplored alternatives t o the 
const ruction of a Flue Gas Desulfurizat i on system o n Big Bend Units 
1 & 2 . 
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ISSUE 2: Is the fuel price forecast used by TECO in its sel ection 
of a CAAA Phase II Compliance plan reasonable? 

RECOMMENDATION: Yes, the fuel price forecast us ed by TECO in its 
select ion of a CAAA Phase II S02 Compliance plan appears to be 
reasonable for determining whether an FGD system is cost- effective. 
The record contains no evidence as to why the diffe rence between 
coal and natural gas prices diverge . (BOHRMANN, BREMAN, TEWJ 

POSITION OF THE PARTIIS 

TECO: Yes. The company's fuel price forecast is based on a 
tho rough and continu ing analysis of numerous fuel price information 
resources, input from various consultants, actual buying experience 
and continuous monitoring of all fuel prices on a regular basis. 

PU8LIC CQQNSEL: No. Cost-effectiveness of the scrubber depends on 
fuel savings from burning high-sulfur coal and petroleum coke . Fuel 
savings, i n turn, depend on the reasonableness of the fuel price 
forecast. There is, however , no detailed fuel price forecast 
sui table to evaluate the company's S02 compliance plan in the 
record . 

FIPUG : No. The cost savings between the high sulphur fuel TECO 
will burn and alternative fuels mus t be la r ge e nough to o ff set 
operating inefficiency a nd capital costs. TECO supplied no 
independent fuel forecasts, omitted the cost of other e nv i r onmenta l 
standards and failed to disclose the operating experience of Big 
Be nd Units 3 and 4' s FGD. 

LEAF: No . TECO's fuel forecast unreasonably under-prices coa l 
and over-prices natural gas, thereby allowing it to reach a coal 
based choice . 

STAFF ANALYSIS : TECO annually develops a fuel price forecast to 
support its planning process . Witness Black stated that TECO used 
the s ame forecast in its evaluation of the cost-effectiveness o f 
the FGD system that it used in its 1998 Te n-Year Site Plan (TYSPl. 
(TR 48) When developing its fuel price fo recast, TECO compa red 
hi s to r ical f uel prices with future fuel prices as projected by 
several consultants and government agencies such as U. S. Energy 
Information Administration, American Gas Association, Cambridge 
Ene rgy Research Associates, Resource Data In ternational , and Energy 
Ventu res Analysis. Furthermore, TECO also reviewed several 
industry publications to monitor historical pr ice trends. CTR 38-
39, 48) Staff notes that none of the part ies questioned the 
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validity or reliability of the sources used by TECO i n its analysis 
of fuel prices. (TR 48-69, 73-lll, 186-252) n fact , these 
sour ces are the same ones used for TECO's fuel price forecasts fo r 
i ts prior TYSP filings with the Commission . The Commission has 
consistently determined these fi l ings to be reasonable for ~tanning 
purposes. Staff believes TECO has take n reasont1ble steps to 
monitor current trends and future expect3tions of f te l prices . 

As discussed in detail in I ssue 5, the cost-eftectiveness of 
the FGD system is highly dependent on the forecasted prict 
differential between low-sulfur and high-sulfur coal. TECO 
compared its forecast of low- sulf ur and high-sulfur coa l pric es at 
the mine to similar forecasts by Resource Data Interna tional (RDI) 
and Energy Ventures Analysis (EVA) and f ound that its forecasted 
price differential was less than either RDI or EVA. Also, TECO' s 
coal price forecasts escalated at a slower rate t han the two 
independent forecasts . Based upon these two characteristics , TECO 
considered its forecasts to be a conservative project ion of future 
coal prices. (TR 39; EXH 12, pp . 137-139) Staff agrees . 

As shown in the chart below, the difference between coa l and 
natura l gas prices, when converted to dollars per equivalent barrel of one percent sulfur 16 residual oil, dive rges ove r the forecasted 
period. The record contains no further e xplanation to s upport this 
divergence. Therefore, staff ne ither supports nor contests t his 
result. However, staff believes that for the purpose o f 
determining whether an E'GD system is the most cost - effec t i ve 
alternative f o r CAAA Phase II so, Compliance , the fuel price forecast used by TECO appears to be r easonable. 
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Collpubon of ftCO'a Natural Gu and Coal Price rorecaata 
($/lquiYalut Barrel of 1\ Sulfur 16 Jaaidual Oil) 

Year 
2000 
2001 
2002 
2003 
2004 
2005 
2006 
2007 
2008 
2009 
2010 
2011 
2012 
2013 
2014 
2015 
2016 
2017 
2018 
2019 
2020 
2021 
2022 
2023 
2024 
2025 

Katural 
$/ HMBtu 

$3. 4505 
$3.5187 
$3.6054 
$3.6948 
$3.8006 
$3. 9102 
$4.0237 
$4.1566 
$4.2949 
$4 . 4388 
$4.5885 
$4.7625 
$4.9445 
$5.1347 
$5. 3336 
$5. 5415 
$5.7589 
$5.9863 
$6.2239 
$6. 4724 
$6.7322 
$7 .0039 
$7 .2879 
$7.5848 
$7.8953 
$8.2198 

Sou r ce : 
Note: 

Gal 
$/BBL 

$21.74 
$22 . 17 
$22.71 
$23.28 
$23.94 
$24.63 
$25.35 
$26.19 
$27 .06 
$27.96 
$28. 91 
$30.00 
$31.15 
$32 . 35 
$33.60 
$34.91 
$36.28 
$37 . 71 
$39.21 
$40.78 
$42.41 
$44.12 
$45.91 
$47.78 
$49.74 
$51.78 

Coal 
$/HHBtu $/BBL 

$1.5432 $9.72 
$1 .5792 $9.95 
$1.6167 
$1 . 6550 
$1.6944 
$1.7347 
$1.7759 
$1.8182 
$1.8616 
$1.9059 
$1.9514 
$1.9980 
$2 .0457 
$2 .0946 
$2. 1447 
$2 .1961 
$2 . 2487 
$2.3026 
$2 .3578 
$2.4143 
$2.4731 
$2.5333 
$2.5950 
$2 .6582 
$2.7229 
$2 .7893 

$10.19 
$10. 43 
$10.67 
$10.93 
$11.19 
$11 . 45 
$11 .73 
$12.01 
$12.29 
$12.59 
$12 . 89 
$13.20 
$13.51 
$13.84 
$14.17 
$14.51 
$14.85 
$15.21 
$15.58 
$1 5. 96 
$16.35 
$16 .75 
$17 . 15 
$17.57 

Difference 
$/ HMBtu $/BBL 

$1.9073 $12 . 02 
$1.9395 $12.22 
$1.9887 
$2 .0398 
~2 . 1062 

$2 .1755 
$2. 2478 
$2 .3384 
$2.4333 
$2 . 5329 
$2.6371 
$2.7645 
$2.8988 
$3.0401 
S3. · ~ 9 9 

$3. 3454 
$3 . 5102 
$3 .6837 
$3.8661 
$4.0581 
$4.2591 
$4.4706 
$4.6929 
$4.9266 
$5 .1724 
$5.4305 

$12.53 
$12.85 
$13.27 
$1 3. 71 
$14.16 
$14. 73 
$15.33 
$15.96 
$16.61 
$17. 42 
$18.26 
$19.15 
$20. 09 
$21. 08 
$22.11 
$23.21 
$24.36 
$25.57 
$26. 83 
$28. 16 
$29.57 
$31. 04 
$32.59 
$34.21 

EXH 14 Late-filed Deposition Exhibit 1 
$/Equivalent Barrel = $/MMBtu x 6.3 MMBtu/Barrel 

As stated in its post-hearing position , OPC is concerned t hat 
TECO has not filed sufficient test imony with r espect t o d e t a iled 
fuel price forecast i nformation. In t he prefiled test i mony o f both 
Wi ::ness Blac k a nd Witness Hernandez, fo recasted prices fo r l ow
sulfur coa l from Eastern Kentuc ky and high - sulfur coa l from Western 
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Kentucky are depicted in a graph . (EXH 2 , p. 2 ; EXH 12 , p. 138) 
These forecasts from TECO, as well a s fo recasts f r om t wo 
independent sources, RDI and EVA , represent m i n~ prices only, no t 
delivered prices. (TR 38-39) However, given that the t wo c oal 
sources are located in fairly close proximity, i t is reasonable to 
assume that transportation costs to TECO would be s imi l a r f .-om 
either del i very origin. 

Also , OPC infers in its briefs that there is no fo r e c a s t 
within the record that projects fuel pr i ces be yond t e n yea rs i n to 
the futu r e . (OPC Brief , p. 5) Staff disagrees. TECO provided coa l 
and natural gas price forecasts , either e xplic itly or implici t ly , 
in several documents submitted by Witness Hernandez as late- file d 
deposi tion exhibits. In La te-Filed Deposition Exhibit 1 , Witne s s 
Hernandez explicitly provided 27-year coal and natura l gas pric e 
fo recasts to compare the cost effectiveness o f the FGD s ys tem t o a 
natural gas-fired combined c ycl e uni t. In Late-Fi led Depositio n 
Exhibit 6, Witness Hernandez implicitly p rovided 27-year coal pric e 
forecasts. In Late-Filed Deposition Exhibit 8 , Witness Hernandez 
implicit ly provided 27-year price fo recast s fo r s e veral fuels to 
calculate a nnual s ystem fuel cost s . (EXH 14 Late-Filed Depos i tion 
Exhibi ts 1, 6, and 8) 

FTPUG 

In its post-hearing pos~t~on , FIPUG stated a conce rn that no 
independent fuel forecasts we re supplied by TECO. As previous ly 
e xplained, TECO's coa l price f o recast compared favorab l y to t wo 
i nde pendent coal price fo r ecasts. 

Both OPC and FIPUG state in the i r br i efs that TECO has not 
indicated its prese nt and potential fu t ure sources o f fue l a s 
required by Section 366 .825, Florida Statutes . (OPC Br ief, pp . 3- 4; 
FI PUG Brief, p.9) However, as stated in Order No. PSC-98- 1260- PCO
EI , TECO has brought thi s petition before the Commiss i o n under 
Sect ion 366.8255, Florida Statutes . Under this statute, TECO i s 
not required to identify its present and potential future sources 
o f fuel . However, in response to Staff's Request fo r Produc t ion o f 
Doc ume nts , TECO pro vided its fuel source assumptions f o r Big Bend 
Un i t s 1-4 and Gannon Units 1-6 under each of f ou r diffe r e n t Phase 
I I S02 compliance scenarios. (EXH 8 , p. 04766) 

In i t s brief, LEAF states that TECO' s fuel forecas t over
priced natural gas and under-priced coal to ma ke a na tural gas 
a lte rnative appear less cost-effective than the FGD system. (LEAF 
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Brief, pp. 3-4) As previously discussed, staff finds TECO ' s fuel 
price forecast to be reasonable for planning purposes regardless of 
the compliance alternative ultimately selected . 
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ISSUE 3 : Are the economic and financial assumptions used by TECO 
in its selection of a CAAA Phase II Compliance plan reasonable? 

BECOMMENPATIQN: Yes, the economi c and financial assumptions used 
by TECO i n its selection of a CAAA Phase 11 Compliance plan are 
reasonable and sufficient for planning purposes. ( NORIE~A, 
CAUSSEAUX, MAUREY] 

PQSITION OF THE PARtiES 

TECO : Yes. The economic and financial assumptions Tampa Elect ric 
used are both viable and reasonable and are consis tent with other 
business planning activities, including the development of the 
company ' s 10-Year Site Plan. The company adopted conservative 
assumptions and tested the sensitivity of key assumptions. 

PQBLIC CQUNSIL: The assumptions, other than AFUDC , used in maki ng 
the S02 compliance comparisons do not appear t o be unreasonable . 
Tampa Electric, however, has apparently not adopted a comprehens ive 
compl iance plan at this time . The AFUDC assumption :s unreasonable . 
See OPC's position on Issue 6. 

FIPUG : No. The financial assumptions TECO used for the FGD are 
highe r t han prudence would allow. The comparative cos t for the 
natural gas alternative was even higher . The information supplied 
on the fuel switching alternative previously c hosen and used by 
other utilities wa s inadequate . 

LEAF : No. TECO' s assumptions may result in a mo r e e xpensive 
alternative than is reasonable . 

-TAFF ANALYSIS: The economic and financial assumptions used by 
TECO in its selection of the FG D system for its CAAA Phase I I 
Compliance plan are reasonable . Staff r eviewed all of the base 
case and FGD case assumptions underpinning the company ' s selection 
process . These include the discount rate , capi taliza tion ratios , 
inflationary rates, and income tax rate assumptions . 

TECO used a 9.55 percent discount rate in arriving at the 
purported savings resulting from t he choice o f the FGD compliance 
option based on a cumulative presen t worth re venue requirements 
(CPWRR) analysis . (TR 171) This rate r epresents TECO' s esti mate of 
its after-tax weighted average cost of capital , deter mined annually 
by evaluat ing financial market trends . (EXH 14 Late-Fi led 
Deposition Exhibit 9) Based on the evidence presented in this case, 
staff believes that TECO' s after-tax weighted average cost o f 
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capital is a reasonable discount rat e , whi c h can be used t o 
evaluate the financial viability of capi tal projec t s s uch as this 
FGD proposal. Thus, 9 . 55 percent j s a reasonable rate to assess 
the cost-effectiveness of the various compliance options . 

A detailed review of TECO's capi t alization r a tios , including 
the debt, preferred, and common equ i ty ratios , a s we ll as TECO's 
cos t rates for each of these components, is out s ide the scope of 
this proceeding. Although staff bel iev~s that t he discount rate 
obtained from these inputs is r eas onable fo r t hi s limited 
compliance purpose , staff does not be l ieve t hat the cost of capital 
assumed here is necessarily a ppropria t e f o r othe r r a te-maki ng or 
regulatory purposes. 

TECO's inflationary assumptions , 2 . 8 pe r cen t fo r ~reduction 
and 3.0 percent for non- production scenar i os , are consistent with 
long- term projections found in nationa l publ i cations s uch a s Blue 
Chip Economic Indicators and Data Resources , Inc . (DRI ) . Staff 
believes that these are reliable sources . In add ition , the s tate , 
federal, and effective income tax r a t es a r e consis t ent with 
available data for these inputs and a re adequa t e assumpt ions . 

Ba sed on all of this informa t i on , s t af f believes t he r eco rd 
shows that TECO evaluated the various compliance options and 
selected the FGD option with .:1 s e t of assumpt i ons that are 
reas onable and sufficient for planning purposes . 

OPC. FIPUG . & LEAF 

OPC, FIPUG a nd LEAF neithe r suppor t ed alterna tive assumptions 
fo r any of these components nor sponsor ed witn~s ses that add ressed 
these issues. OPC's and FIPUG' s dissen t o f t he AFUDC ass umpt i on i s 
discussed in Issue 6. 
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ISSUE 4: Did TECO reasonably consider the e nvironmental 
compliance costs for all regulated air, water a nd land pollutants 
in its selection of the proposed FGD s ys tem on Big Bend Units 1 and 
2 for sulfur dioxide (S02) compliance purposes? 

R&COMMENPATIQN: Yes, TECO appears to have reasonably consid~red 
the environmental compliance costs for all regulated ui r, wat er and 
land pollutants in its selection of the proposed FGD s ystem on Big 
Bend Units 1 and 2 for S02 compliance purposes . TECO should 
cont inue to evaluate the environmental compl iance costs for all 
other regulated pollutants and should also continue to evaluate 
other methods for achieving compliance in a =est-ef fective manner . 
[TEW, BREMAN] 

PQSITIQN OF T&E PARTIES 

~: Yes. The record reflects the company' s ca reful 
determination to comply with al l env i r onme nta l limi tations in the 
mos t cost-effective way possible. 

PUBLIC COUNSEL: No. 

FIPUG: No. TECO omitted a detailed NOx r emoval plan and other 
major environmental costs from its f i ling . 

~: No. TECO failed to reasonably consider the full range of 
Clean Air Act compliance costs to which it is likely to be s ub ject , 
thereby limiting its choices to pursuing a coal - based option on 
units that will be operated well beyond their originally intended 
life. 

STAFF ANALJSIS: There are several places in the record wh ich show 
that TECO considered the environmental compl iance costs for o ther 
r egulated pollutants besides so2 in its s election o f the pro posed 
FGD system. (EXH 8 , p . 04771; EXH 12 , pp. 49-52, 108; EXH 9 , p . 
02593) The cost impact for both NOx and SO, compliance were 
speci f ically quantified for a ten-year pe r iod i n TECO ' s January 
1997 review of S02 compliance strategies . (EXH 8, p. 04771) In 
TECO's May 1998 CAAA Phase II compliance e valua tion , NO, related 
costs were explained to have no effect on the selection of the fGD 
a lte rnative as the most cost-effective. (EXH 12, p. 108) In 
responding to a staff hypothetical question, Mr. Blac k rei nfo r ced 
that opinion. He suggested that it is appropriate t o evaluate 
individual projects that reduce one type of emission as long as the 
other emissions would be addressed the same regardless of the 
project chosen to address the one type of emission. He also 
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suggested that solutions that address all emissions a t one time 
are ra re. (EXH 5 Deposition Transcript , pp. 30-32) 

Costs were not quantified, however, ,with respect to each 
pollutant . As is evident in the record, the regulat ions with 
respect to many pollutants are not finali zed at this time . (TR 68-
69 , 128-131) for instance, although t he rules limiting particulate 
matter to less than 2.5 microns in size were passed in 1997 , Mr. 
Black projects that it will be around 2005 befo r e speci fic actions 
would be required to bring areas determined to be in non-attainment 
into compliance. TECO does not even expect a decis ion about wh i c h 
geographic areas are in noncomp liance for this rule unt il sometime 
between 2002 and 2005 . (TR 68) 

The potenti£1 fo r C07 r egulations was noted as a s trategic 
considera tion in TECO' s January 1998 revie w. (EXH 9, p.025931 In 
fact , four years prior, in TECO' s 1994 miles tone s tudy, the 
negat ive implications of potential Congress ional legislation 
se t ting C02 limits were discussed as well as the inc rease in co . 
emissions resulting from installation of a FGD s ystem. (EXH 12 , pp . 
49-50) Mr. Black held that i ncreased co. emissions are still 
e xpected to result from the addition o f the FGD system but that the 
i ncrease would be somewhat o f fset by a small reduct i on in CO, 
emissions at the Gannon station. (EXH 5 Deposi tio n Transcr i pt , p. 
28) However , specific C02 emissions limits currently do not e xist . 

In its post-hearing pos1t1on, OPC states i ts position as "nou 
wi thout fu rther discussion. In addition , OPC d i d not sponso r a 
witness t o offer evidence supporting this posi tion. OPC did no t 
ddress this issue in its brie fs. 

E"'PUG 

In its post-hearing position on this i ssue , FIPUG reargues t he 
s ame concerns already addressed in I ssue 1. Those arguments focus 
on the sufficiency of TECO' s fili ngs and planning process. Staff 
agrees wi th FIPUG that a detailed NOx remova l plan was not inc luded 
in TECO' s filing; however , staff does not believe that a detailed 
NO. removal plan is necessary to determine whether TECO ' s proposed 
Phase II 502 compliance alternative is cost-effec tive. Accord i ng 
to TECO' s May 1998 CAAA Phase II Compliance Plan , the costs of 
TECO's c hosen Nox compliance strategy do not impact the selection 
o f its 507 compliance alternat i ve. (EXH 12, p. 108 ) 
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LEAF s t ates in its post-hea r ing pos1t1on Lhat TECO is l i ke ly 
to be subj ect to numerous environmental compliance costs and that 
TECO did not reasonably consider all of them in its analysis . With 
t he exception of the new na tu ral gas -fired combined c ycle opt ion 
discussed in Issue 1, no party wa s able t o show that TECO did not 
adequa t ely review CAAA compliance alte rnatives . There is no 
evidence or testimony which shows TECO failed to take in to account 
some environmental requirement wh ich would have resulted in a lower 
cos t compliance alternative than the proposed FGD system . 

Conc lusion 

The purpose of this issue was Lo determine whether or not 
TECO' s cos t estimates for the FGD project included costs for 
compl i ance with all applicable environmental r egulations . Staff 
notes that no party identified any additional cost items . In fact , 
the AFUDC amount was the onl y line item in the p roject cost 
estimate that was protested. (TR 155 , 156, 196 , 197 , 199) 

In addition , the cost estima tes are supported by an 
i nde pendent source . As shown in Mr . Black ' s Late-Filed Depos ition 
Exhibi t 2, TECO's in-service estimates are g reate r than those of 
Sargent & Lundy by $9,730,280 excluding AfUDC . (EXH 5) The refo r e , 
staff believes it is not likely that ? ECO ignored o r fail ed to show 
any significant costs wh ich could have resulted in the proposed 
projec t becoming uneconomi c . 

Never theless , environmenta l r equi rements seem to be constantly 
chang ing and resulting in increased costs . (EXH 5 Deposition 
Tra nscrip t , p. 28) TECO s hou ld , therefore , con tinue to evaluate 
the environmental compl iance costs fo r all o t her regulated 
pollutants and should also continue to e va luate o ther met hods fo r 
achieving compliance in a cost-effective manner . 
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ISSUE 5: Has TECO demonstrated that its proposed fGD system on 
Big Bend Units 1 a nd 2 for so~ compliance purposes is the most 
cost -effective alternative available? 

RECOHMENDATIQN : Yes, TECO has demonstrated that its proposed fGD 
s ys tem on Big Bend Units 1 and 2, for S01 compliance pu rposes , i s 
the most cost- effective alternative available . (TEW, BREMAN, 
FUTRELL, NORIEGA) 

POS7TION OF T&E PABTIIS 

~: Yes . Tampa Electric has demonstrated that its proposed FGD 
sys·tem will provide the grea test savings to ratepayers o [ all 
available alternatives, on a c umulative present worth revenue 
requirement basis, and will provide nearly t wice the expected 
savin9s of the next most economical option. 

PUBLIC CQUNSIL: No. Tampa Electric has not e xplained why its 
result differs from other coal- fired utilities which hav~ 
apparently opted for fuel switching with allowance pu~chases . Fue l 
savi ngs are not adequately quant ified . Sect1on 366 . 825 , flo r ida 
Statutes (1997), precludes piecemea l cons ideration of Clean Air Act 
compliance plans for purposes o f prio r app r o va l . 

FIPUG: No . FGD construction is currently in prog ress . Othe r 
e xpensive environmental issues are not addressed as r equired by 
§366. 825, Florida Sta tutes. It i s too l ate for the Commission to 
second guess the utility's decis i on on even this single compliance 
issue in time t o meet the compliance deadline . 

LEAF: No. TECO has not adequately considered all the costs of 
this project in the context of other actions it wi l l like ly have t o 
ta ke for environmental compliance purposes . 

STAFF AUALYSIS: Many factors mus t be considered to conclude that 
the FGD system i s the most cost-effective alternative. One thing 
tha t must be established is whethe r TECO began its analysis by 
exploring all alternatives available for compliance with the S01 requirements of Phase II of the CAM. As discussed in Issue 1 , 
staf f believes that the record shows that TECO has adequately 
e xplored compliance alternatives . By eliminating alternatives that 
were either not viable or uneconomic, TECO narrowed down the 
options for further screening to arr ive at the most cost - effective 
alternative. 
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In order to determine which compliance option was the most 
cost-effective, TECO performed a cumulative present worth revenue 
r equirement (CPWRR) analysis. (EXH 12, pp . 113, 122 ) The ou tcome 
of this analysis is , of course, depe ndent on the reasonablene ss o f 
the assumptions within. Therefore, staff reviewed TECO' s f uel 
price forecasts, its economic and financial assumptions, its 
planning assumptions , and its dema nd and energy forecasts. 
Although some of TECO's assumptions and forecasts ha ve been 
addressed in prior issues, staff wil l revisit them bri efly in t he 
fo llowing discussion of TECO's ke y assumptions and fo recasts u~ed 
i n its decision-making process wh ich led t o selecL i on o f t he 
proposed FGD system on Big Bend Units 1 & 2 . 

fUEL FORECAST 

As discussed in Issue 2, 
f orecast used by TECO in i ts 
compliance plan is reasonable . 

staff believes 
selec tion of a 

ECONOMIC AND fiNANCIAL ASSUMPTIONS 

the fuel price 
CAAA Phase Il 

In Issue 3, staff concluded that the record shows that the 
economic and financial assumptions used by TECO i n its selection of 
a CAAA Phase II compliance plan are reasonable and sufficient fo r 
planning purposes. 

PLANNING ASSUMPTIONS 

In addition to the assumptions and f o recasts addressed in 
previous issues, staff reviewed several key planning assumptions 
used by TECO in its analysis of the cost- effectiveness o f its Phase 
II compliance plan. forecasts o f net and purchased cogene ration , 
and wholesale interchange used in t he cost-ef fectiveness analys i s 
were taken from TECO' s 1998 Te n-Year Site Plan . (TR 173-4) The 
forecast of demand side management used in the cost-effectiveness 
analysis were taken from TECO's 1998 Ten-Yea r Site Plan. (TR 176-7) 
TECO's use of data from its Ten-Year Site Plan is reasonable for 
use in analyzing the cost-ef fec tiveness of its Phase I I compliance 
options . 

Staff also examined the methodology and ass umpt ions of the 
demand and energy forecasts used by TECO for its selection of a 
CAAA Phase II compliance plan and found these to be r eAsonable for 
planning purposes. 

These forecasts are also based upon the Company's 1998 Ten
Year Site Plan (TYSP) , filed on April 1, 1998. (TR 174-5 ) However, 
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TECO submitted a Revised TYSP in August , 1998 , and staff evaluated 
the new demand and energy f o recasts i n orde r to test how they might 
af f ect the overall viability of the FGD compl iance plan . 

When a s ked forecasting quest ions based upon t he original TYSP 
f iling, specifical l y about a compa rison between the historical data 
a nd the base case forecast o f TECO' s s ummer net fi rm demand, TECO 
Wi tness Hernandez stated tha t reside nt ia l uti l ization, meas ured As 
l oad pee customer or KW per customer, i s s l i ghtly inc reasing 
despite TECO's best conservat ion effor ts . In ~dd i t ion to this , an 
increasing customer base has yielde I highe r summer peak 
projections . (EXH 14 Deposition Transcript , p. 240; EXH 12 , p . 170) 
Subs equent to this deposition , TECO file t t he Revised TYSP, and 
staff revi ewed the revised s umme r net firr dema nd data . The base 
case f orecast showed more of a n i ncrease in summer net firm demand , 
thus maki ng the FGD compliance option un e ven more appealing 
alternative . (TR 279) 

Staff notes that TECO' s 1998 winte r ne ~ f irm demand base case 
f o r ecast is consistent with f o recasts fi l ·~d for purposes o f the 
Commission's reviews of e l ect r ic utility TYSPs . TECO' s lat ... st 
winte r peak demand base case projection shows that historical 
growt h rates continue to exceed t he proj ~ct ed growth rates by 
approximately one percen t per year. (EXH 12 , p . 173) 

The Company's projecti on fo r net energy for load (NELl is also 
consis t ent with previous forecasts. TECO' s IIEL is based upon firm 
energy commitments . At one po i nt in time , th! fo recast was growing 
at a slowe r rate tha n r ecent his t o r ical t rends . Howeve r , the gap 
has since narrowed, and the fo recasts a r e close r to resembling 
historical trends. (EXH 12, p. 176) 

At hearing, staff ques t ioned Witness Herna ndez about the 
• !vised TYSP NEL forecast, s pec i fically abou t whe the r it included 
suf ficien t energy t o operate the p roposec FGD system . Mr . 
Hernande z compared the Revised TYSP to t he o r i g i nal TYSP and stated 
that "in all years except f o r perha ps the fi r st yea r, 1998 , that 
the combi ned net energy for load i s, in fact , highe r t han the net 
energy fo r l oad tha t was the bas is fo r the fina l cost e ffectiveness 
study .... there ' s s uffic ient ene rgy projected in te rms o f system 
reqJ irements, and, therefore, the FGD opt ion i s , in fac t, just a 
little bit more cost effec tive." (TR 278- 9; EXH 15, p. Il- 11) 

Mr. He rnandez also states that g i ve n TECO' s current projected 
e nergy r equirements, there is a bout a 2 . 2 to 2 . 5 pe rcent retail 
energy g r owth on the system, and there mus t be S01 compliance by 
the year 2000. (TR 217) At depos it i on, Fl PUG asked Wi tness 
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Hernandez how construction f or the purposes of compliance would 
affect demand. Mr. Hernandez replied that, "relative to 
compliance, most of the compliance issues are associated with 
energy, not peak demand or capacity. But specifically fo r 
environmental compliance, the energy foreca st is probably the more 
r e levant piece of the forecast." (EXH 14 Deposition Transcript, pp. 
181-2) Staff agrees with TECO that for the purposes of this 
review, the energy forecast is the critical component that leads to 
the determination of the most viable compl i ance alternative. 

Based on all of this information, staff believes that TECO's 
demand and energy forecasts are reasonable f o r tne selection of a 
compliance option. 

ENVIRONMENTAL COMPLIANCE COSTS fOR OTHER POLLUTANTS 

Another important aspect to consider in determining cost
effectiveness is whether TECO reasonably considered Lhe 
envi ronmental compliance costs for a ll regulated pollutants in its 
a nalysis. In Issue 4, staff determined tha t TECO had conside r ed 
compliance costs for other regulated pollutants in its selection o f 
the fGD system as the most cost-effective alternative. 

CONCLUSION 

Staff's analysis of Issues 1 , 2, 3, and 4, as well as its 
analysis of TECO' s planning assumptions and energy and demand 
forecasts within this issue, proposes no errors of fact nor any 
necessary adjustments to TECO's forecasts. After applying all o f 
these assumptions and forecasts to the analysis , t he CPWRR wa s 
ca l culated by summing the incremental system fuel and purchased 
power expense, the incremental capita l and O&M e xpense , and the 
ot her incremental costs of the compliance options . (EXH 12, pp. 
113-114) Then the alternat ive with the lowest incremental cost, o r 
ir. this case, the highest incremental savings, over the fue l 
blending base case scenario, was chosen from the compliance 
alternatives. (EXH 12, pp. 122, 125) 

Due in large part to the forecasted price differential between 
low-sulfur and high-sulfur coal, the fGD system was selected as the 
mos t cost-effective alternative for compliance with the S07 r equl rements of Phase II of the CAAA. (TR 176) As the differential 
between low-sulfur and high-sulfur coal becomes larger, the fGD 
s ys tem generally becomes more cost-effective. In Issue 2, staff 
agreed that TECO used a conservative projec tion o f future coal 
prices. If TECO's conservative expectations of coal prices are 
accurate , then the fuel savings are e xpected to e xceed the FGD 
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system' s capital costs. In fact, TECO maintains that the fuel 
savings realized by the FGD system during the fi rs t five years of 
operation almost offset the enti re capital costs of the FGD system. 
(TR 184, 186-189) However, if the future proves that coal prices 
are more closely reflected by RDI' s and EVA's forecasts, then 
TECO's ratepayers may realize g r eater savings than anticipated by 
TECO. 

Based on the previous discussion , staff believes that TECO has 
adequately demonstrated that its proposed FGD system on Big Bend 
Units 1 & 2 is the most cost-effect ive alternative available for 
so1 compliance purposes. 

OPC . FIPUG, & LEAF 

In their briefs, both OPC and FIPUG state t hat TECO has not 
provided sufficient evidence that the forecasted price differential 
between low- sulfur coa l and high-sulfur coal is large e nough to 
ove r come the high capital requirements of the r::;o system. (OPC 
Brief, p. 5; FIPUG Bri ef, p . 10) However , staff disagrees because 
the FGD system' s cost-effectiveness is due t o projected fuel 
savi ngs that wi l l more than offset the capital and O&M on a CPWRR 
basis . (TR 4 3, 176) 

FIPUG also suggests that TECO's decision was made long ago and 
tha t it is simply too late fo r the Commission to make a finding 
rega rding prudent ut i lity planning in this case . (FIPUG Brief , p. 
7) Staff agrees that TECO's decision was made long ag o but 
disagrees that it is too late to make a finding on prudent ut i lity 
planning. The Commission is required under Sectio n 366 . 8255 , 
Florida Statutes, to only allow recovery o f prudently i ncur r ed 
costs for environmental compliance. Part of the de~ermination that 
costs are prudently incurred is a finding that the project is the 
most reasonable and cost-effective alternative before recovery ever 
begjns . 

LEAF' s position is v~ ry similar to i t s position in Issue 4 
whi c h has already been addressed . 
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ISSUE 6 : Should the Commission approve TECO's reques t to accrue 
allowance for funds used during const ruction (AfUDC) for the 
proposed FGD system o·n Big Bend Units 1 and 2? 

BBCQMMENDAtiQN: No . AFUDC should be accrued only to the extent 
that it complies with the criteria set forth in Rule 25-6 . 0141, 
Florida Administrative Code , especially Section (1) (b)l. concerning 
the level of CWIP i ncluded in rate base in the la st rate case . 
[SLEMKEWI CZ] 

PQSITION OF THE PARTIES 

TECO: Yes. The Commission should authorize Tampa Electric to 
accrue AFUDC, for eventual recovery through the ECRC fo r the entire 
FGD Project because this decision will further the envi ronmental 
policies of this state, best match customer savings with cost and 
prevent under recovery of expenditures required by law for a 
project clearly demonstrated to be the least cost option. 

PUBLIC CQUNSEL: Tampa Electric has not made a fo r mal request to 
accrue AFUDC. Tampa Electric should acc rue AFUDC only to the ex ent 
that its CWIP balance fo.r this proj ect on a thirteen-month a ve r age 
basis exceeds the amount of CWIP allowed in rate base in t he 
company's last rate case . 

FIPUG: No . Rule 25-6.0141 doesn't allow it . Further , prudency 
dictates review of the possibility of low cost bond financing , use 
of overearnings collected from customers, or CWIP allowed in the 
last rate case in lieu of AFUDC . The AFUDC determination should be 
considered in the deferred portion of this docket. 

LEAF: No position . 

STAFF ANALYSIS : In its petition filed May 15, 1998 , TECO requested 
tl.oJt it be allowed to recover the investmen t and costs associated 
with the cons truction of flue Gas Desu lfurization (fGD) equipment 
LO be installed to meet environmental compliance requirements . 
TECO mentioned that the approximate $90 million cost o f the FGD 
inc luded the accrual of AFUDC. The peti t ion , however, does not 
con tain any request for the waiver or modification o f Rule 25-
6 . 01 41, Flo rida Administrative Code, entitled "Allowance Fo r Funds 
Used During Construction . H Although TECO Witness He r nandez ' 
prcfiled testimony contained a request for confi rmation that the 
f GD project qualified for AFUDC accrual under the definition o f 
eligible proj ects in the AFUDC rule , there was no mention of other 
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r ule prov~slons that might have t o be waived o r modified if the 
total project was to be eligible f or AFUDC . 

In o rder to be eligible for the accrual of AFUOC under Section 
(1) (a)of Rule 25-6 . 0141 , Florida Administrative Code , a project 
must e xceed a dollar limitation and a one-yea r construction period. 
The FGD proj ect meets both of these criteria. However, a further 
provision of the rule, Section (1) (b), states that projects , o r 
port i ons the reof, are ineligible for AFUDC unless the projects 
exceed the level of CWIP allowed in rate base i n the utility's last 
rate case. Based on this criterion, a portion of the FGD project 
would not be eligible for AFUDC . During cross-examination , Witness 
Hernandez s tated that he had not read the e ntire rule a nd had 
focused on Section (1) (a) regarding eligible pro jects . (T . 231) 

In TECO' s last rate case in Docket No . 920324-EI, ~36 , 171, 000 
of construc t ion work in progress (CWIP) eligible for ArUDC was 
included in rate base. As stated in Order No . PSC - 93- 0664-rOf-Er , 
issued April 28 , 1993: 

From January 1, 1994 until ordered t o modify or cease , 
the $36, 171 , 000, which is earning a return from t his 
proceeding , shall offset CWIP balances that accrue AFUOC . 
(p. 2) 

Pe r Exhibit 13, TECO' s 1998 Foreca sted Earnings Surveillcmce 
Repo r t , the p roject ed average total balance of CWIP is $21 , 255 , 000 . 
This total CWIP i s not s egregated between the s ho r t - term amoun t , 
included in rate base because it is not eligible for AFUDC , and the 
long- te rm amount included that wou l d otherwise be e l igible fo r 
AFUDC . In the last rate case, those amounts were $18 , 793 , 000 and 
S36 , 171 , 000, respectively. 

In s taff ' s opinion, TECO has not demonstrated any extenuating 
circ·~stances fo r de viating from the provisions of the AFUDC rule . 
The nature of the project (environmental ) , and it s recove ry 
mechanism (cost recovery clause), has no bear i ng on t he issue at 
hand . Therefore , staff recommends that AFUDC be acc ru ed in 
acco rdance wi t h Rule 25-6. 0141, Florida Administrative Code , wh ich 
allows the accrual of AFUDC only on CWIP that e xceeds the amount 
included in rate base in the TECO' s last rate case . Sta ff wi ll 
r ev iew the calculation of AFUDC whe n TECO seeks to recove r the 
costs th r ough the ECRC. 
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ISSQE 7 : Should rECO ' s peti tion for cost recovery of a FGD system 
on Big Bend Units 1 and 2 t hrough the ~~vironmenta1 Cost Recovery 
Clause (ECRC) be granted? 

RICOMMINDATION: Yes , the proposed 
recovery through the ECRC; howeve r, 
recovered will be det e rmi ne d in 
proceedings . [TEW, BREMAN] 

FGD project qualifies for 
the amount of costs t o be 

subsequent rate- setti , g 

PQSITION OF Til PABTIIS 

~: Yes . The proposed proj ect is the most cost-effective 
al ternative for meeting CAAA Phase I I limitations and meets the 
Commission ' s established three-pronged test for cost recovery. The 
Commission should approve the reasonableness and prudence o f the 
project and confirm that prudently i ncu r red costs wi ll be eligible 
for ECRC cost recovery. 

PUBLIC CQUNSIL : No . It's too late for prio r approval and t oo 
early for final approval. The Commission cannot eva l uate , grant 
p r ior approval and authorize future cost recove ry fo r an incomplete 
plan to achieve partial compliance with Phase II of the CAAA when 
the r equirements of Section 366.825 have not fir st been satisfied . 

FIPOG: No. Base rates are sufficient t o cover the ca rrying cost 
o f TECO' s selected compliance plan . The s urcharge will not app ly to 
economy wholesale sales and will give TECO an advantage over other 
Florida ut ilities in the competit i ve wholesale market at the 
e xpense of TECO's re tai l cust omers . 

~: No. For the reasons set forth in LEAF' s Statemen t o f 
Position, the Commission should de ny TECO' s petit i on. 

ST:CT ANAI,YSIS: Upon cross examination at the hearing , Witness 
He r nandez clearly identified TECO's requests i n this doc ket with 
the following sta t ement: 

We ' re see king, really, the three things ; that this i s the 
most cost -effective a lternat i ve f o r our ratepa yers ; that 
the environmental cost recovery clause is, in fact , the 
a ppropriate cost recovery mechanism; and t hen t o get an 
acknowledgment that we would l i ke to defe r the acc rual o f 
AFUDC , and that would also be a cost item when we go fo r 
cost recovery about this t ime next year. We are not 
seeki ng cost recovery at this time. (TR 220) 
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Staff will respond to each o f the t hree th i ngs lis ted in Mr . 
Hernandez ' statement. First, staff r ecommends t hat the FGD i s the 
most cost-effective alternative for compliance with the so. 
r equirements of Phase II of the CAAA (see Issue 5) . Second, staff 
believes t hat the FGD project qualifies for r ecovery through t he 
ECRC as discussed in more detail below. Staff notes, however, that 
the re are means for cost recovery of the FGD system other than the 
ECRC . Obviously, base rates is also an appropriate cost recove ry 
mec hanism. Third, staff addressed TECO's request to acc rue AFUDC 
i n Issue 6, in which staff recommended t hat AFUDC should be accrued 
only to the extent that it complies with the c riteria se t forth in 
Rule 25-6.0141, Florida Administrative Code , especta lly Section 
(1) (b) 1 . , concerning the level of CWIP included in rate base in t he 
las t rate case. 

In order to conclude that the FGD project qualifies fo r 
recove ry t hrough the ECRC, each of the following quest i ons must be 
affi r med : 

1 l \'las TECO prudent in its selection o f the FGD p roject? 
2) Is the FGD necessary to achieve comp liance with a n existtng 

e nvironmental rule or regulation? 
3) vlill the project costs be incurred subsequent to April 13 , 

1993? 
11 l vl ill the costs for the FGD project, if recove red throug h t he 

ECRC, be i ncremental to costs recovered elsewhe r e? 

The fi rst t hree questions are fully addressed within the s cope 
of !ssues 1, 2 , 3, 4, and 5. Staff believes the r ecord s hows t hat 
TECO was prudent in its selection of the FGD project . The project 
is necessary f o r TECO to achieve compl iance with the SO 
r equirements o f Phase II of the CAAA. The cost s are to be i nc urred 
subsequen t to April 13, 1993. The r emaining questio n i s 
essential ly that of potent ial double recovery. 

FIPUG argued that existing rates are sufficient to address the 
additional expense of the FGD. (FIPUG Brief, pp. 13, 16-17; TR 214 -
215) In its view, allowing recovery thro ugh t he ECRC mechanism 
would c reate double recovery. While staff agrees with th is 
analysis to the extent that it correctly applies regulatory theo ry, 
Sec t ion 366 .82 55 , Florida Statutes, does not appear to allow thi s 
deg r ee of discretion by the Commission i n this i ns tance. The 
f ollowing e xcerpt from Order No . PSC-911-00114-FOF-EI addresses 
suf f iciency o f earnings to address propose d environmental 
compliance costs : 
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Public Counsel argued that if a utility is earning 
within its allowed return on equ i ty range , it is already 
being compensated for all environmental expenses, a nd it 
should not be allowed to recover a ny costs through the 
environmental cost recovery clause . Public Counse l 
mainta ins that it does not mat te r whet he r t he 
environmental activity was included in the test year of 
the utility ' s last rate case. The utility s hould only be 
allowed to recover costs through the c lause if the 
ut ility is under-earning and if the environmental 
e xpenses are the cause of the under-earning. OPC argued 
that to allow any recovery through the c l ause i f t he 
utility is not under-earning would amount to double 
recovery . 

Although regulatory philosophy indicates that OPC is 
theoretically correct, we must consider the legis l a tion 
establishing the environmental cost recovery c lause . The 
stat ute conta ins a non-exclusive list o f the types of 
e xpenses which should be recoverable through the clause . 
(Section 366.8255(1) (d), Florida Statutes). The 
enume rated expenses are: 

1 . In-service capital i nvestments , i ncluding the 
utili ty's last a uthorized ra te o f return on 
equity; 

2 . Operation and maintenance expenses ; 
3 . Fuel procurement costs ; 
4. Purchased power costs; 
5 . Emission allowance costs; and, 
6. Direct taxes on environmental equipment. 

The s tatu te also states i n Section 366.8255(2) , fl or ida 
Statut es , that 

(a) n adjustment for the level o f cos t s 
currently being recovered through bas e rates 
or other rate- adjustmen t c l auses must be 
included in the filing. 

Finally, the statute provides that 

( r )ecovery of environmental compliance costs 
under this section does not preclude inclusion 
o f such costs in bas e rates in subsequent rate 
proceedings, if that inclusion i s necessary 
and appropriate; however , any costs recovered 
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in base rates may not also be recove red i n t he 
envi ronmental cost-recovery c l a use . (Section 
366.8255(5) , florida Statutes) . 

Thus , we find that the legislature clearly i ntended 
the recovery of investment carrying costs a nd O&M 
expenses through the environmental cost r ecovery c lause. 
For this reason, Public Counsel's argument must be 
rejected. 

Accordingly, we find that if t he uti l i ty i s 
currently earning a fair rate of r e tur n that i t shoul d be 
able to recover, upon petition, prudent l y inc ur red 
environmental compliance costs through t he ECRC if suc h 
costs we re incurred after the effec t ive date of t he 
env i r onmental compliance cost legislat i on and ii such 
costs are not being recovered through a ny othe r cos t 
recovery mechanism. (Order No. PSC- 94- 0044-FOF-EI, pp . 
3-5) 

The pro pos ed FGD is a significant new expense wh ich is subsequent 
t o TECO's last rate case. Therefore, base ra t e s we re not set to 
specifically i nclude the expenses of the proposed FGD s ystem o n Big 
Bend Units 1 & 2 . 

The Commission is required under Se -:tion 366 . 8255, Florida 
Sta t u t e s, t o only allow recovery of prudent l y inc ur red cost s fo r 
en vi r onme nt al compliance which are not bei ng recove r ed e lse whe re . 
Whether o r not base rates are sufficient t o address t hese expenses 
t oday , the proposed FGD system clea rly qualifies for r ecovery 
through t he ECRC . 

According to Witness Hernandez, TECO pla ns t o fi le f o r cost 
reco··~ ry i n 1999, most likely in the fall. (EXH 14 Deposition 
Transc r i p t , pp. 17-18) Therefore , specific cost recovery issues 
will pr obably be addressed in the 1999 hearing in the ongoing 
docket in whi ch the Commission sets ECRC fa c t o r s . The Commiss i on' s 
decision in the present docket in no way prede t e rmi nes t he amounts 
to be r ecove red through the ECRC for the FGD s yste m on Bi g Bend 
Units 1 & 2 . The prudence of costs will be de t e r mi ned a fter they 
become ~ctua l costs, and final disposition of the costs inc ur red 
will be s ubject to audit. 
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DOCKET NO. 980693-EI 
DATE : No vember : ~ , 1998 

ISSQE 8 : Should this docket be closed? 

RECOMMENPATION: The docket should be closed afte r the time for 
filing a n appeal has r un. [JAYE) 

PQSXTION OF THE PARTIES 

~: Upon final disposition of t he foregoing issues, this docket 
should be closed. 

PU9LIC COUNSEL: Yes . 

FIPUG: Yes. TECO ' s petition should be deni ed a nd th is docket 
should be closed. 

LEAF : 

STAFF ANALYSIS : The docket should be closed 32 da ys after issuance 
of t he o rder, t o allow the time for filing an appeal to run. 
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