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On December 28, 1998, Gulf Power Company (Gulf Power) f i led a 
Petition for Approval of New Environmental Program for Cost 
Recovery Through the Environmental Cost Recovery Clause (ECRC) . 
Pursuant to section 114 of the Clean Air Act, as amended, Gulf 
Power is required to collect and analyze certain data pertaini.ng to 
mercury emissions for the period January 1, 1999 through December 
31, 1999 and to periodically report its results to the United 
States Environmental Protection Agency (EPA). Sinc e Gulf Power·~ 
ECRC factors for calendar year 1999 have already been set, the 
peti tion clarified that the a ctual costs of this project will be 
addressed in an upcoming true-up cyc le. Therefore, a separate 
docket was appropriate in order tor the Commission t o deternoine 
whether the project is appropriate f o r recovery through the ECRC 
before the costs are ilcluded in the true-up. 
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DISCQSSIQH OJ ISSQIS 

• 
ISSVZ 1 : Should the Commission approve Gulf Power ' s petition for 
cost: recovery of the Mercury Emissions Informa tion Collection 
Effort through the Environmental Cost Recovery Clause? 

BBCOHHINDATIQH: Yes. The Commission should approve Gulf Power ' s 
pe tit ion for cos t recovery of the Mercury Emissions In f ormation 
Collection Effort t hrough the Envi r onmental Cos t Recovery Clause 
(ECRC). The pru1ence of the project cosls incu r red wUl b{• 
determined bJ the Commission in a subsequent E<.:RC hearing , and 
final dispos ition o f t he costs will be subj~c t lo audlt . Costs of 
the p roject should be allocated to the rate class~s on an energy 
basis . [TEW, BREMAN, WHEELER ) 

STAFf .ANALYSIS : The Clean Air Act Amendments o t l990 (CAM) 
empower the EPA t o assess the impacts associ,ned with mPrcury 
emissions from all coal- fired electric utili ly :~team generating 
un i t s . Pursuant t o section 114 of the c: A (42 U.S. C. 7414 ) , EPA 
required Gulf Power to collect and analyze certain information 
associated with mercury emissions for calendar yoar 1999 and to 
periodically report its findings to the EPA. In r:e11pon::~e to staff 
interrogatories, Gulf Power stated that no compl ia nce approach 
other than the sampling and analyses specified in the directive 
from EPA was considered in estimating the costs of t hi s project . 
Although Gulf Power considered using alternative laboratorie s , i t 
determined that use of the services of the Southe rn Electric System 
(SES) laboratory is the most prudent long-term solution. The SES 
laboratory is currently providing coal sampling and analyses used 
for coal vendor payments for Gulf Power. Pur suant to the p r oposed 
new proj ect, the SES laboratory is to provide additional ser•tice:~, 

consisting primarily of performing additional sampling and analyses 
for mercury and chlorine which were not cu r r ently being performed . 
In .response to staff interrogatories, Gulf Power stated that the 
f i nal cost of the project depends on the number o f actual coal 
shipments and the number of samples taken and, therefore, could 
range from Sll,OOO t o $60,000. 

According to Gulf Power's petition , " ... the proj e ct ed program 
expenses are not expected to result in the need for a mid-course 
correc tion of the ECRC factors during 1999. The a ctual program 
expenditures will be addressed in an upcomi ng cycl e and will be 
subject to audit . ~ Staff has analyzed the proj ected costs o! the 
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OOCi<ET NO . 981973, 
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proposed project and agrees that a mid-course correction to Gulf 
Power's ECRC factors is rot warranted in this instance . 

In order to recover environmental compliance costs through the 
ECRC, a proposed project must meet the specific criteria listed in 
Order No. PSC-94-0044-FOF-EI. The first threshola to be met is 
that the costs must be i ncurred after April 13, 1993. Since the 
SPA's information collection request to Gul( Power is dated 
November 25, 1998, and specifically requires performance by Gult 
Power during calendar year 1999, costs for thi s project wt ll be 
i ncurred after April 13, 1993. Based on Gulf Power' s responses t o 
staff' s interrogato ries , the proposed proj ect appears to be thP 
most cost-effective approach for compliance with EPA's information 
collec tion request. In addition, the effect of this new EPA 
requirement was triggered after Gulf Power's last test year (1990) 
upon which rates a re based. This satisfies the second criterion 
for recovery. Finally, t he company's petition address~s th~ ~hi z d 
c riterion and states that the expenses fo r EPA' s Mercury ~missions 
Information Collect ion effort are not recovered through an} other 
cost recovery mechanism o r through base r a tes. Aga in , since the 
EPA' s information collection request t o Gulf Powe r is dated 
November 25, 1998, it is unlikely that these specific aualyse:s are 
typical expense items which are being r ecovered elsewhere . 
Therefore , staff reconvnends that this pro ·1ct and prudently 
incurred costs be approved for recovery thr ough the ECRC. The 
prudence of che costs associated with this proj ect wil l be 
determined by the Commission in a subsequenc ECRC hearing. Fi nal 
disposition of these costs will be subject t o audi t . 

In response to a staff interrogatory, Gu lf Power stated that 
it proposed to allocate the costs of the Mercury Emissions 
Information Collection Effort to the rate c luses on an enerqy 
basis because the project is in response to a requirement by the 
EPA pursuant to its authority under the CAAA. Staff agrees with 
Gulf Power's proposed method of allocation and notes that it is 
consistent with Commission Order No. PSC-94-0044-FOF-EI, in which 
the Commission decided that costs associated with the CAAA s hould 
be allocated to the rate classes on an energy basis . 

- 3 -



• oocKET NO. 981973~ 
DATE : April 8, 1999 

I SSQI 2 : Should this docket be closed? 

• 
~QI: Yes. If no person whose substantial i nterests arc 
affected by the Commission's proposed agency act ion files a protest 
within 21 days of the order, this docket should be closed . 
[COLLINS) 

STAll ARl\I,JSIS: If no person whose substantial interests "re 
affected by the Commission's proposed agency action tiles a request 
fo r hearing within 21 days of the order, no further action will be 
required and this docket should be closed . 
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