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FINAL ORDER APPROVING PROJECTED EXPENDITURES AND TRUE-UP 

AMOUNTS FOR ENVIRONMENTAL COST RECOVERY FACTORS 


BY THE COMMISSION; 

I. 	 BACKGROUND 

As part of our ongoing environmental cost recovery proceedings, a hearing was held on 
November 1 and 2, 2011, in this docket. At the hearing, the parties addressed the issues set out 
in Order No. PSC-ll-0505-PHO-EI, the Prehearing Order. We have authority pursuant to 
Section 366.8255, Florida Statutes (F.S.). 

II. 	 STIPULATED GENERIC COST RECOVERY ISSUES) 

A. 	 We approve as reasonable the following final environmental cost recovery true-up 
amounts for the period ending December 31, 2010: 

FPL: $5,036,426 over-recovery. 

$6,232,839 over-recovery. 

TECO: $2,616,798 under-recovery. 

GULF: $861,325 over-recovery. 

In the case ofPEF, the amounts set forth in this Section I1 reflect fall-out calculations based on our determination 
of the costs associated with purchases of replacement power due to the Crystal River Unit 3 extended outage, 
addressed at Section IV of this Order, and related stipulations. 

I 
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B. 	 We approve as reasonable the following estimated environmental cost recovery true-up 
amounts for the period January 2011 through December 2011: 

FPL: $8,708,673 over-recovery. 

PEF: $2,552,337 over-recovery. 

TECO: $464,090 under-recovery. 


GULF: $14,380,513 over-recovery. 


C. 	 We approve as reasonable the following projected environmental cost recovery amounts 
for the period January 2012 through December 2012: 

$188,014,660. 

$207,302,671. 

TECO: $84,067,581. 


GULF: $165,075,432. 


D. 	 We approve as reasonable the following environmental cost recovery amounts, including 
true-up amounts, for the period January 2012 through December 2012: 

$174,395,035. 

$198,660,428. 

TECO: $87,211,216. 


GULF: $149,941,474 


E. 	 We approve as reasonable that the depreciation rates used to calculate the depreciation 
expense should be the rates that are in effect during the period the allowed capital 
investment is in service. 

F. 	 We approve as reasonable the following jurisdictional separation factors for the projected 
period January 2012 through December 20121: 

Retail Energy Jurisdictional Factor 98.08128% 
Retail CP Demand Jurisdictional Factor 98.01395% 
Retail GCP Demand Jurisdictional Factor 100.00000% 
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PEF: 	 The jurisdictional energy separation factor is calculated for each month 
based on retail kWh sales as a percentage of projected total system kWh 
sales. 
Production Base - 92.792% 
Production Intennediate - 72.541 % 
Production Peaking - 91.972% 
Transmission - 69.516% 
Distribution Primary~ 99.624% 
A&G 92.374% 

TECO: 	 The demand jurisdictional separation factor is 99.58152%. The energy 
jurisdictional separation factors are calculated for each month based on 
projected retail kWh sales as a percentage of projected total system kWh 
sales. 

GULF: 	 The demand jurisdictional separation factor is 96.44582%. Energy 
jurisdictional separation factors are calculated each month based on retail 
KWH sales as a percentage of projected total territorial KWH sales. 

G. 	 We approve as reasonable the following environmental cost recovery factors for the 
period January 2011 through December 2011 for each rate group: 

FPL: Rate Class 	 Environmental Recovery 
Factor ($/kWh) 

RSlIRST1 .00192 
GSlIGSTI .00154 
GSDI/GSDTlIHLFTl (21-499 kW) .00150 
OS2 .00096 
GSLDlIGSLDTlICSlICSTlIHLFT2 (500-1,999 kW) .00151 
GSLD2/GSLDT2/CS2/CST2IHLFT3 (2,000 kW+) .00129 
GSLD3/GSLDT3/CS3/CST3 .00125 
ISSTID .00098 
ISSTIT .00171 
SSTIT .00171 
SSTIDl/SSTlD2/SSTlD3 .00098 
CILC D/CILC G .00118 
CILC T .00113 
MET .00154 
OLlISLIIPLI .00039 
SL2/GSCUl .00125 
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ECRC Factors Rate Class I 
0.545 centS/kWhResidential 

General Service Non-Demand 

@ Secondary Voltage i 0.539 cents/kWh 

@ Primary Voltage 0.534 cents/kWh 

@ Transmission Voltage 0.528 cents/kWh 

General Service 100% Load Factor 0.532 cents/kWh 
General Service Demand 


@ Secondary Voltage 
 0.534 cents/kWh 

@ Primary Voltage 0.529 cents/kWh 

@ Transmission Voltage . 0.523 cents/kWh 

Curtailable 


@ Secondary Voltage 
 0.528 cents/kWh 

@ Primary Voltage 0.523 cents/kWh 

@ Transmission Voltage 0.517 cents/kWh 

Interruptible 


@ Secondary Voltage 
 0.520 cents/kWh 

@ Primary Voltage 0.515 cents/kWh 

@ Transmission Voltage . 0.510 cents/kWh 

Lighting 0.529 cents/kWh 

TECO: Rate Class Factor at Secondaa 
Voltage {(/kWh) 

RS 
GS, TS 

0.460 
0.460 

GSD, SBF 
Secondary 
Primary 

0.458 
0.453 

Transmission 0.449 
IS 

Secondary 0.450 
Primary 0.446 
Transmission 0.441 

LSI 0.456 

Average Factor 0.459 
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GULF: 
ENVIRONMENTAL COST 

RATE RECOVERY FACTORS 
CLASS ¢IKWH 

RS, RSVP 1.294 

GS 1.286 

GSD,GSDT,GSTOU 1.273 

LP,LPT 1.245 
i 

PX, PXT, RTP, SBS 1.227 

! OS-IIII 1.233 

OSIII 1.255 

H. 	 We approve as reasonable the determination that the new factors shall be effective 
beginning with the first billing cycle for January 2012. The first billing cycle may start 
before January 1, 2012, and thereafter the environmental cost recovery factors shall 
remain in effect until modified by this Commission. 

III. 	 STIPULATED COMPANY-SPECIFIC ISSUES 

Florida Power & Light 

A. 	 We approve as reasonable the following stipulation regarding whether FPL should 
be allowed to recover the costs associated with its proposed St. Lucie Cooling Water 
Monitoring Project: 

Yes. This project is required to comply with Florida Department of Environmental 
Protection (FDEP) Administrative Order A0022TL (AO) and conditions in Industrial 
Wastewater (IWW) Permit No. FL0002208, which became effective on December 23, 
2010, and relate to operation and limitations for the St. Lucie Plant Cooling Water 
System (CWS). The extended power uprate at St. Lucie Units 1 and 2 will result in an 
increased heat output which, in turn, will cause an increase in the discharge temperature 
of the plant's cooling water. FPL submitted to the FDEP a request to modify the IWW 
Permit in this regard. The FDEP has approved an increase in the current permitted 
discharge temperature limit, subject to FPL's complying with new study and monitoring 
requirements (and corrective action requirements if necessary) that are contained in the 
AO and IWW Permit. The proposed project meets the criteria for cost recovery 
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established by the Commission in Order No. PSC-94-0044-FOF-Ee. In addition, FPL's 
compliance with the IWW permit is legally mandated under a governmentally imposed 
environmental regulation. 

The estimated total expenditures associated with the project are approximately $3 
million, of which approximately $1.2 million has been included in the calculation of the 
2012 ECRC factor. At this time, the project consists of preparing and implementing 
plans for (1) monitoring the ambient and CWS discharge water temperature, and (2) 
biological monitoring to demonstrate that conditions allow for the existence of a 
balanced, indigenous community of fish, shellfish and wildlife near the CWS discharge 
of the St. Lucie Plant. If any corrective actions are required as a result of the monitoring 
activities, FPL should petition the Commission to amend the project at that time for 
further ECRC cost recovery. 

B. 	 We approve as reasonable the following stipulation regarding how costs associated with 
FPL's proposed St. Lucie Cooling Water Monitoring Project should be allocated to the 
rate classes: 

Capital and O&M costs for FPL's proposed St. Lucie Plant Cooling Water Discharge 
Monitoring Project should be allocated to the rate classes on an average 12 CP demand 
basis. 

C. 	 We approve as reasonable the following stipulation regarding whether FPL should be 
allowed to recover the costs associated with its proposed Industrial Boiler MACT Project: 

Yes. This project is required by the United States Environmental Protection Agency 
(EPA), which regulates Hazardous Air Pollutants (HAPs) under Section 112 of the Clean 
Air Act (CAA) and promulgates emission standards for HAPs under 40 CFR Part 63 for 
stationary source categories. On February 21, 2011, the final 
Industrial/Commercial/Institutional Boiler Maximum Achievable Control Technology 
(IB MACT) rules were signed by the EPA Administrator. EPA's two rules address 
boilers and process heaters under Subpart DDDDD (40 CFR 63.7480) for affected units 
at major sources, and under Subpart JJJJJJ (40 CFR 63.11193) for affected units at area 
sources. The IB MACT rules impose new emission limitations, work practice standards, 
and operating limits on the affected source categories to reduce the emissions of HAPs. 
FPL's plans to comply with the requirements of these rules include developing site
specific monitoring plans, conducting emissions stack testing, performing fuel oil 
sampling and analyses, conducting biennial tune-up practices, performing one-time 
energy assessment, and installing emission controls or replacing existing units. Subpart 
JJJJJJ became effective on March 21, 2011. The EPA has stayed the effectiveness of 
Subpart DDDDD. 

2 Issued January 12, 1994, in Docket No. 930613·EI, In re: Petition to establish an environmental cost recovery 
clause pursuant to Section 366.0825, Florida Statutes by Gulf Power Company. 
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FPL estimated that the costs associated with complying with Subpart JJJJJJ are $41,453, 
and the costs associated with the complying with Subpart DDDDD are $337,895. FPL 
should be allowed to recover through the ECRC the Subpart JJJJJJ-related compliance 
costs. This portion of the proposed project meets the criteria for cost recovery 
established by the Commission in Order No. PSC-94-0044-FOF-EL In addition, FPL's 
compliance with the Subpart JJJJJJ is legally mandated under a governmentally imposed 
environmental regulation. FPL has removed the projected Subpart DDDDD costs from 
its 2012 ECRC projections and will petition to recover its reasonable and prudent 2012 
compliance costs under Subpart DDDDD via ECRC true-up process for 2012. 

D. 	 We approve as reasonable the following stipulation regarding how costs associated with 
FPL's proposed Industrial Boiler MACT Project should be allocated to the rate classes: 

Capital and O&M costs for FPL's proposed Industrial Boiler MACT Project should be 
allocated to the rate classes on an average 12 CP demand basis. 

E. 	 We approve as reasonable the following stipUlation regarding whether FPL should be 
allowed to recover the costs associated with its proposed NPDES Permit Renewal 
Requirement Project: 

Yes. This project is designed to comply with the Federal Clean Water Act, which 
requires all point source discharges to navigable waters from industrial facilities to 
obtain permits under the National Pollutant Discharge Elimination System (NPDES) 
program. (33 U.S.C. Section 1342) NPDES permits must be renewed every five years. 
The FDEP has been delegated authority by the EPA to implement the NPDES program in 
Florida. The FDEP has amended Rule 62-620.620 (3), F.A.C., to require that all new or 
renewed wastewater discharge permits for major facilities, including power plants, 
contain whole effluent toxicity (WET) limits. Additionally, the FDEP has required that 
facilities prepare a Storm Water Pollution Prevention Plan (SWPPP) that conforms to 
Rule 62-620.100 (m), F.A.C., and 40 CFR Part 122.44(k) when their NDPES permits are 
renewed. The proposed project is associated with these new requirements for WET 
monitoring and reporting, as well as for preparing Storm Water Pollution Prevention 
Plans that are or will be contained in the latest renewals for FPL's NPDES permits. The 
WET testing requirements of the project will be on-going. The estimated 2011 and 2012 
O&M cost for compliance with the new WET testing requirement is approximately 
$77,000. The SWPPP activities of the proposed project are expected to be completed by 
2014 and the current estimates of the total expenditures are $100,000 in O&M costs. The 
estimated 2011 and 2012 O&M costs for the development ofSWPPPs at FPL's facilities 
are approximately $30,000. FPL's proposed project meets the criteria for cost recovery 
established by the Commission in Order No. PSC-94-0044-FOF-EI. In addition, FPL's 
compliance with the NPDES permit is legally mandated under a governmentally imposed 
environmental regulation. 
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F. 	 We approve as reasonable the following stipulation regarding how the costs associated 
with FPL's proposed NPDES Permit Renewal Requirement Project should be allocated to 
the rate classes: 

Capital and O&M costs for FPL's proposed NPDES Permit Renewal Requirements 
Project should be allocated to the rate classes on an average 12 CP demand basis. 

G. 	 We approve as reasonable the following stipulation regarding whether FPL should be 
allowed to include the costs associated with its 800 MW ESP Project in its 2012 ECRC 
factor: 

FPL has agreed to remove the projected 800 MW ESP Project costs from the calculation 
ofits 2012 ECRC factors. 

The EPA issued the proposed Air Toxics Rule (also referred to as the MACT Rule) on 
March 16, 2011, which was published in the Federal Register on June 21, 2011. FPL 
believes that the installation of ESPs at the Martin and Manatee plants is the most 
effective method to comply with the requirements of the proposed rule. FPL anticipates 
that the EPA will finalize the Air Toxics Rule by the November 16, 2011 deadline, in 
compliance with the D.C Circuit Court ofAppeal's order. 

In Order No. PSC-II-0083-FOF-EI, in Docket No. 100007-EI, issued January 31, 2011, 
Re: Environmental Cost Recovery Clause, the Commission approved a stipulation 
regarding whether FPL should be allowed to recover the costs associated with its 
proposed 800 MW ESP project for complying with the proposed MACT rule. Consistent 
with this order, FPL is authorized to include all the prudently incurred costs associated 
with the project in the normal process of ECRC recovery after the EPA publishes the 
final MACT rule. FPL will be allowed to recover reasonable and prudent ESP project 
costs via the ECRC true-up mechanism in the 2012 ECRC proceeding in the event that 
the final MACT rule requires ESPs and is adopted before or during 2012. 

H. 	 We approve as reasonable the following stipUlation regarding whether FPL should be 
allowed to recover the costs associated with the additional activities required for the 
Manatee Temporary Heating System (MTHS) Project at Cap Canaveral Plant: 

Yes. In Order No. PSC-09-0759-FOF-EI, in Docket No. 090007-EI, issued November 
18, 2009, Re: Environmental Cost Recovery Clause, the Commission approved the 
MTHS-Cape Canaveral Plant project for cost recovery through the ECRC. FPL notified 
the Commission on January 4, 2011, that the heating system installed did not have 
enough thermal capacity to maintain the manatee embayment area at the necessary 
temperature to comply with the requirements of the FDEP's Industrial Wastewater 
Facility Permit FLOOO 1473 for the Cape Canaveral Plant during periods of extreme cold. 
FPL determined that a light oil-fired water heating system (Supplemental Heating 
System) was the best solution to provide the incremental heating capacity needed in the 
event that the thermal capacity of the existing electric heating system is exceeded. Due to 
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the approximately two-week anticipated delivery time of the Supplemental Heating 
System, FPL also entered into a short-term lease for a smaller light oil-fired heater to be 
used at the Cape Canaveral Plant site during the extreme cold snap that Florida 
experienced in early December 2010. Once the reliability and effectiveness of the 
Supplemental Heating System was proven, FPL terminated the lease and returned the 
smaller heater. Other associated activities are the modification of discharge pipes in the 
primary heating system and the installation of booms to direct and control the flow of 
warm water in the embayment area. 

I. 	 We approve the following stipulation regarding whether we should approve FPL's 
updated Clean Air Interstate Rule (CAIR), Clean Air Mercury Rule (CAMR) and Clean 
Air Visibility Rule (CAVR)lBest Available Retrofit Technology (BART) Projects that 
are reflected in FPL's April 1,2011, supplemental filing as reasonable and prudent: 

Yes. Completion of the compliance activities discussed in FPL's Supplemental 
CAIRJCAMRJCAVR Filing of April 1, 2011, is required by existing federal and state 
environmental rules and regulatory requirements at that time for air quality control and 
monitoring; and the associated project costs appear reasonable and prudent. On February 
21, 2011, the EPA published final IB MACT rules, of which Subpart JJJJJJ became 
effective on March 21,2011, and Subpart DDDDD was stayed. On March 16,2011, the 
EP A issued the proposed Air Toxics Rule, also referred to as the MACT Rule. FPL 
anticipates that the EPA will finalize this Rule by the November 16, 20 II deadline, in 
compliance with the D.C Circuit Court of Appeal's order. On July 16, 2011, the EPA 
issued the Cross State Air Pollution Rule (CSAPR) which serves as the replacement for 
the CAIR rule. FPL shall continue to file, as part of its annual ECRC final true-up 
testimony, a review of the efficacy of its CAIRJCAMRJCA VR compliance plans. In its 
review, FPL shall update the Commission on the developments of the aforementioned 
new andlor proposed rules, as well as the cost-effectiveness of the company's retrofit 
options for each generating unit in relation to expected changes in environmental 
regulations. The reasonableness and prudence of individual expenditures, and FPL's 
decisions on the future compliance plans made in light of subsequent developments, will 
continue to be subject to the Commission's review in future ECRC proceedings on these 
matters. 

Progress Energy Florida 

A. 	 We approve as reasonable the following stipulation regarding whether we should grant 
PEF's Petition for approval of ECRC cost recovery for the National Pollutant Discharge 
Elimination System (NPDES) Permit Renewal Requirement Project: 

Yes. This project is necessary to comply with renewed NPDES permits issued or to be 
issued for PEF's facilities by the FDEP pursuant to the EPA approved NPDES permitting 
program in Florida and applicable FDEP regulations. The new compliance requirements 
included in the Bartow, Anclote, Crystal River, and Suwannee permits are composed of 
Thermal Studies, Aquatic Organism Return Studies & Implementation, and Whole 
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Effluent Toxicity Testing (WET). For the Bartow Plant, there are additional regulatory 
requirements and activities, including a Dissolved Oxygen Study and freeboard 
Limitation and Related Studies. The proposed project meets the criteria for cost recovery 
established by the Commission in Order No. PSC-94-0044-FOF-EI. In addition, PEF's 
compliance with the NPDES permit is legally mandated under a governmentally-imposed 
environmental regulation. The Company estimated that the total costs for complying 
with the new NPDES permit requirements are approximately $1.5 million for the period 
of2011 through 2012. PEF indicated that costs for the chronic WET testing would recur 
annually. It also indicated that costs for implementing the various studies cannot be 
estimated at this time, but would be submitted for Commission review and approval at 
the appropriate time in future ECRC filings. 

B. 	 We approve as reasonable the following stipulation regarding how the costs associated 
with PEF's proposed NPDES Permit Renewal Requirement Project should be allocated to 
the rate classes: 

Capital costs for the NPDES project should be allocated to rate classes on a demand 
basis. O&M costs for the project should be allocated to the rate classes on an energy 
basis. 

C. 	 We approve as reasonable the following stipulation regarding whether we should grant 
PEF's Petition for approval of ECRC cost recovery for the Maximum Achievable Control 
Technology (MACT) Project: 

Yes. On March 16, 2011, the EPA issued a proposed Electric Generating Unit (EGU) 
MACT Rule. In accordance with a D.C Circuit Court of Appeal's order, the EPA 
Administrator will sign a final rule by November 16,2011. Adoption of the new EGU 
MACT rule will require PEF to modify its Integrated Clean Air Compliance Plan, which 
was approved by the Commission in the previous year's ECRC hearings, to comply with 
new emission standards. The proposed new activities for 20 II include diagnostic stack 
testing, and emissions testing at Crystal River Units 4 and 5 to assess emissions of 
mercury, HCI and condensable particulate matter while testing hydrated lime injection 
and various operational conditions. Upon issuance of the final EGU MACT rule, PEF 
will conduct detailed engineering and other analyses necessary to develop compliance 
strategies for inclusion in an updated Integrated Clean Air Compliance Plan. The 
proposed project meets the criteria for cost recovery established by the Commission in 
Order No. PSC-94-0044-FOF-EI, and is consistent with the Commission's decision set in 
Order No. PSC-08-0775-FOF-EI.3 In addition, PEF's proposed activities are necessary 
for the Company to assess the proposed rule, prepare comments to the EPA, and develop 
compliance strategies within aggressive regulatory timeframes. The estimates of the 
O&M costs associated with this Project are approximately $85,000 in 2011 and $300,000 
for 2012. 

3 Issued November 24, 2008, in Docket No 080007-EI, In re: Environmental cost recovery clause. 
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D. 	 We approve as reasonable the following stipulation regarding how the costs associated 
with PEF's proposed MACT Project should be allocated to the rate classes: 

O&M costs for the MACT Project should be allocated to the rate classes on an energy 
basis. 

E. 	 We approve as reasonable the following stipulation regarding whether we should approve 
PEF's proposed treatment of its CAIR-related NOx allowances: 

On July 16, 2011, the EPA issued the Cross State Air Pollution Rule (CSAPR) to replace 
the Clean Air Interstate Rule (CAIR) starting January 1,2012. The new rule significantly 
alters the S02 and NOx allowance programs. Under the CAIR, Florida was required to 
comply with the requirements related to emissions of S02 and NOx, as well as separate 
requirements regulating NOx emissions during the ozone season. Under the CSAPR, 
Florida is no longer included in the group of states required to comply with S02 and NOx 
emissions requirements; it is only subject to the ozone season portions of the rule. The 
effective compliance start day for Florida is May 1, 2012, when the ozone season begins. 
Moreover, the emission allowances previously issued to utility companies under CAIR 
and/or the Acid Rain Program cannot be used to comply with CSAPR requirements. 

Since any NOx allowances not used by the end of 2011 are not expected to be useful for 
compliance with the new CSAPR rule, PEF proposes to treat its approximately $22.5 
million of NOx allowances in inventory as a regulatory asset as of January 1, 2012, and 
amortize it over the course of2012 until fully recovered at year end, with a return on the 
unamortized balance of the emission allowances during 2012. PEF asserts that all of the 
$22.5 million was incurred purchasing NOx allowances and represents investments PEF 
has made in this inventory. 

CAIR established new seasonal and annual emission compliance requirements for NOx. 
Beginning in 2009, CAIR required affected sources to complete a seasonal NOx emission 
allowance submittal for the May 1 through September 30 time period and annual NOx 
emission allowance compliance submittal for the January 1 through December 31 time 
period each year. When PEF first asked the Commission to approve its Integrated Clean 
Air Compliance Plan in March 2006, its detailed economic analyses of five potential 
compliance scenarios indicated that its "Plan D," which relied on strategic purchases of 
annual and seasonal NOx allowances, rather than installing NOx controls on Crystal 
River Units 1 and 2, was the most cost-effective option for compliance with CAIR and 
related regulatory requirements. In the 2007 ECRC docket, PEF submitted updated 
economic analyses confirming that Plan D, which included its reliance on NOx allowance 
purchases, was the most cost-effective option. The Commission agreed that "PEF's 
Integrated Clean Air Compliance Plan represents the most cost-effective alternative for 
achieving compliance with CAIR, CAMR CAVR.,,4 In the subsequent years, 2008 

4 Order No. PSC-07-0922-FOF-EI, issued November 16, 2007, in Docket 070007-El, In re: Environmental Cost 
Recovery. 
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through 2010, PEF updated the Commission annually on its Integrated Clean Air 
Compliance Plan, each of which included strategic NOx allowance purchases and were 
granted approval. Therefore, PEF's purchases of NOx allowances were pre-approved 
by the Commission. 

The evidence in this docket indicates that PEF exercised a prudent NOx emissions 
allowance strategy. During the relevant time period, in order to determine if PEF would 
need to purchase seasonal and annual NOx emission allowances, the Company compared 
its total seasonal and annual NOx emissions projections from fuel and generation 
forecasts to the number of the allowances held by PEF, which included allowance 
allocations from the EPA, purchases made over time, and allowances carry-overs. In the 
aggregate, if the number of allowances that PEF would need to comply with CAIR based 
on forecasted emissions was greater than the number of allowances PEF held, the 
Company purchased additional allowances in the market. The historical data of PEF's 
allowance purchases, inventories and expenses submitted by the Company, indicates that 
PEF acted prudently in implementing its procurement strategy of purchasing NOx 
allowances over time, to gradually increase inventory levels based on emission forecasts 
developed using the best information available at the time. 

Based on the above, the $22.5 million investment associated with PEF's NOx allowances 
under the CAIR was prudently incurred under a Commission-approved environmental 
compliance plan. It is appropriate for PEF to treat these $22.5 million now-unusable 
NOx allowances as a regulatory asset and recover them through the ECRC. However, the 
amortization period should be a three-year amortization period, so as to reduce the 
volatility in customer bills while balancing the level of carrying costs associated with the 
$22.5 million investment. Recognizing that historically many of the EPA's final rules 
were subsequently challenged in court after their publication, the CSAPR rule too may be 
litigated and ultimately revised in the future. If there are changes to the CSAPR that 
result in the $22.5 million NOx allowances regaining value, PEF should refund the 
amount it recovered associated with these NOx allowances through the ECRC, and 
expense the amount into the ECRC based on actual usage consistent with current 
practice. 

F. 	 We approve as reasonable the following stipulation regarding whether we should approve 
PEF's updated Review of Integrated Clean Air Interstate Rule Compliance Plan that was 
submitted on April 1, 2011 : 

Yes. PEF's Updated Integrated Clean Air Compliance Plan is a reasonable means to 
achieve timely compliance with the applicable regulations in a cost-effective manner. All 
of the major components of the Crystal River Units 4 and 5 emissions control projects 
included in PEF's Integrated Clean Air Compliance Plan have been completed. PEF 
shall continue evaluating future compliance options in light of the EPA's recently 
finalized CSAPR rule and proposed EGU MACT standards for coal and oil-fired 
generating units. Once the EGU MACT rule is finalized and the Company determines its 
most cost-effective compliance options, PEF should submit revisions to PEF's Integrated 
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Clean Air Compliance Plan to the Commission for review. The revised Plan should 
discuss the impacts and estimated costs associated with PEF's integrated strategy for 
complying with CSAPR, MACT and related environmental regulatory programs. The 
reasonableness and prudence of PEF's decisions on the future compliance plans made in 
light of subsequent environmental rule and regulation developments, will continue to be 
subject to the Commission's review in future ECRC proceedings on these matters. 

Gulf Power Company 

A. 	 We approve as reasonable the following stipulation regarding whether Gulf should be 
allowed to recover the costs associated with its proposed Impoundment Integrity 
Inspection Project: 

Yes. The proposed project addresses costs associated with Gulfs compliance with a new 
condition in the Plant Crist National Pollutant Discharge Elimination System (NPDES) 
permit renewal issued during January of 2011. This new condition requires inspection of 
all ash impoundments at Plant Crist annually. These inspections must include 
observations of dike and toe areas for erosion, cracks, or bulges, seepage, wet or soft soil, 
changes in geometry, the depth and elevation of the impounded water, sediment or slurry, 
freeboard, changes in vegetation and any other change which may indicate a potential 
compromise to impoundment integrity. The permit condition requires that summarized 
findings of all monitoring activities, inspections, and corrective actions pertaining to the 
impoundment integrity, and operation and maintenance of all impoundments must he 
documented and kept onsite and made available to FDEP inspectors. All findings and 
corrective actions related to impoundment integrity at Plant Crist must be complied with 
per the permit condition. The proposed project meets the criteria for cost recovery 
established by the Commission in Order No. PSC-94-0044-FOF-EI. In addition, Gulfs 
compliance with the NPDES permit is legally mandated under a governmentally imposed 
environmental regulation. The estimated costs associated with the project will total 
$156,000 during 2012. 

B. 	 We approve as reasonable the following stipulation regarding how the costs associated 
with Gulf s proposed Impoundment Integrity Inspection Project should be allocated to 
the rate classes: 

The costs associated with this project shall be allocated to the rate classes on an average 
12 CP demand and 1I13th energy basis. 

C. 	 We approve as reasonable the eight page stipulation regarding whether Gulf should be 
allowed to recover the costs associated with the Plant Crist Units 6 and 7 turbine 
upgrades. The stipulation, filed in this docket on October 28, 2011, and assigned 
Document No. 07947, and is hereby incorporated in this Order by reference and attached 
hereto as Attachment 1. 
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D. 	 We approve as reasonable the following stipulation regarding whether this Commission 
should approve Gulfs proposed treatment of its CAIR-related NOx allowances: 

Yes. On July 16, 2011, the EPA issued the CSAPR rule to replace the CAIR rule starting 
January 1,2012. It appears that the annual NOx emission allowances previously issued 
to Florida utility companies under CAIR and/or the Acid Rain Program cannot be used to 
comply with CSAPR requirements, and Florida is no longer included in the group of 
states required to comply with annual NOx emissions requirements. As reported in 
Gulfs Schedule 8E, filed on August 1,2011, and Schedule 4P, filed on August 26,2011, 
the Company will have approximately $1.3 million of annual NOx allowances as of 
December 31, 2011. Gulf indicated in its response to Staffs Fourth Set of 
Interrogatories, No. 6a, that "[a] decision as to whether or not the balance of annual 
NOx allowances on hand at the end of 2011 will have any value in the future is yet to be 
determined pending potential litigation related to the new Cross State Air Pollution Rule 
(CSAPR). Regardless of whether these allowances are ultimately deemed to have any 
value or not beyond 2011, the costs of these allowances were prudently incurred expenses 
that are recoverable through the Environmental Cost Recovery Clause." 

It is reasonable for the Company to have a "waiting period" to obtain more information 
before making a decision on how to treat its CAIR-related annual NOx allowances on 
hand. Gulf should update the Commission, in a timely manner, on the Company's 
decision on how it proposes to treat its remaining annual NOx allowances inventory in 
light of the future developments in the CSAPR. It is reasonable to limit this "waiting 
period" to a three-year time frame so that it would not result in a significant amount of 
carrying costs associated with this $1.3 million capital investment being incurred. 

E. 	 We approve as reasonable the following stipulation regarding whether this Commission 
should approve Gulfs Environmental Compliance Program Update that was submitted 
on April 1,2011: 

Yes. Gulfs updated Environmental Compliance Program reflects a comprehensive 
assessment of requirements Gulf and its customers face in meeting various existing 
environmental rules and the pending EGU MACT rule. In assessing the most cost
effective means of meeting these significant regulatory requirements, the Company 
considered four primary compliance options: fuel switching, purchase of allowances, 
retrofit installations, and retirement and replacement of existing units. Based upon 
comprehensive technical and economic evaluations of alternatives, Gulf assessed the best 
means of meeting plan-by-plan emission requirements through retrofit measures 
supplemented by allowance purchases and compared those options to retiring and 
replacing existing units. It appears that Gulf s Environmental Compliance Program is the 
most reasonable and cost effective option available to Gulf under the planning 
assumptions at that time. 

On July 16, 2011, the EPA issued the Cross State Air Pollution Rule (CSAPR) which 
serves as the replacement for the CAIR rule. According to the Company's response to 
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Staffs Fifth Set of Interrogatories -No. lOc, filed September 26, 2011, Gulfs current 
strategy to comply with CSAPR relies on the ability to purchase allowances above the 
annual allowances provided to the company or to import power to supplement Gulfs 
territorial load; Gulf will continue to evaluate these options pursuant to the development 
of the seasonal emission allowance market and the availability of purchased power 
agreements. Gulf also indicated that it is currently evaluating the existing particulate 
emission controls (ESPs) at Plant Crist and Daniel to determine whether they will be able 
to ensure compliance with the EGU MACT rule. Once the rule is finalized, Gulf will be 
able to determine whether or not the existing controls will be adequate or if a baghouse(s) 
will have to be installed. 

Gulf should continue to evaluate future compliance options in light of the EPA's recently 
finalized CSAPR rule and the EGU MACT standards. Once the EGU MACT rule is 
finalized and the Company determines its most cost-effective compliance options, Gulf 
should submit for the Commission's review revisions to Gulfs Environmental 
Compliance Program. The revised Program should discuss the impacts and estimated 
costs associated with Gulfs integrated strategy for complying with CSAPR, EGU MACT 
and related environmental regulatory programs. The reasonableness and prudence of 
individual expenditures, and Gulf s decisions on the future compliance plans made in 
light of subsequent environmental rule and regulation developments, will continue to be 
subject to the Commission's review in future ECRC proceedings on these matters. 

IV. CONTESTED COMPANY -SPECIFIC ISSUES5 

We have been asked to determine whether PEF should be permitted to recover any 
environmental costs related to its purchases of replacement power due to the Crystal River 3 
outage. This determination affects the final calculation of numbers in stipulated issues 
throughout this case. 

PEF is experiencing an unplanned extended outage at its Crystal River Nuclear Unit 3 
(CR3) that started in mid-December 2009. FIPUG has questioned whether PEF should be 
permitted to recover any environmental costs related to its purchases of replacement power due 
to the CR3 extended outage. The environmental costs in question are emission allowances. The 
record reflects that no allowance purchases have been made associated with replacement power 
due to the CR3 extended outage and that PEF has made no allowance purchases since May of 
2009. Therefore, we find that the dollar amount associated with this issue, which is the costs of 
the emission allowances related to the purchases of replacement power due to the CR3 extended 
outage, is zero. 

5 PEF filed a Post-Hearing Brief in this docket. The Office of Public Council (OPC), FIPUG, and the Federal 
Executive Agencies (FEA) (collectively, Consumer Intervenors) filed a Joint Post-Hearing Brief of Intervenors 
(Consumers Brief) in this docket and in Docket No. 110001-EI, In re: Fuel and purchased power cost recovery 
clause with generating performance incentive factor. 
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However, during the hearing, the Consumer Intervenors - ancillary to the issue as framed 
_ questioned whether PEF should be permitted to recover the environmental costs related to its 
replacement power costs incurred due to the CR3 extended outage, rather than the cost of any 
purchased emission allowances due to the CR3 extended outage. The replacement power costs 
due to the CR3 extended outage consist of two portions: the purchased replacement power and 
self-generated replacement power. Although there were no environmental costs incurred 
associated with purchases of replacement power due to the CR3 extended outage, there were 
environmental costs, namely the costs of the emission allowances, associated with the self
generated portion of the replacement power. The table below reflects the estimated system 
expense associated with previously purchased emission allowances that were used for the 
purpose of generating replacement power due to the CR3 extended outage. These costs were 
included in PEF's projected 2012 factor. The Consumer Intervenors have not contested the 
amounts shown in the table below. 

! 

Emission Allowances Associated with CR3 
Extended Outage 

I 2010 $2,453,542 

2011 $1,191,999 

2012 $(957,130) 

Total $2,688,411 

The Consumer Intervenors oppose the recovery of the emission allowances related to the 
replacement power due to the CR3 extended outage. They assert that PEF should not be 
permitted to recover any further costs related to the CR3 extended outage until the prudence 
issues in Docket No. 100437-EI are resolved and conclude that we should deny PEF's request to 
recover any costs resulting from the outage of the CR3 nuclear power plant until we determine in 
Docket No. 100437-EI whether the events or actions leading to the CR3 outage were reasonable 
and prudent. 

PEF asserts that PEF's emission allowance costs are reasonable and recoverable; that this 
Commission has determined that the evidence in this docket indicates that PEF followed a 
prudent NOx emission allowance strategy; that allowing CR3 extended outage-related 
environmental cost recovery prior to a determination of prudence is constitutional; that deferral 
of recovery of emission allowance costs associated with the CR3 replacement power would 
contravene established Commission precedent and policy; and that, 

by approving the stipulation of [Hearing] Issue 10E in this docket, the 

Commission established a regulatory asset to allow PEF to recover the cost 

of surplus NOx allowances in its inventory over a 3 year period .... The 

establishment of the regulatory asset effectively moots any issue in this 
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proceeding regarding NOx allowance costs because had PEF not utilized 

the NOx allowances associated with the CR3 replacement power, they 

would have remained in inventory and been recovered through the 

regulatory asset. 


Our practice in the environmental clause proceedings, as well as our other clause 
proceedings, has been to allow recovery of projected costs, which are then subject to true-up 
adjustments based on actual costs incurred. Subsequently, we may disallow costs if a finding of 
imprudence is made. This practice allows cost recovery in a timely manner while protecting 
ratepayers by conducting a separate review for potential disallowance. Each year we determine 
the next year's ECRC factor based on three types of costs: (1) final true-up amounts which are 
known to have been incurred during the prior year; (2) current period true-up amounts which 
consist of a half-year's actual and a half-year's estimated costs; and (3) projected amounts which 
are, of course, completely estimated costs. Thus, ECRC revenues, as well as those of all the 
other clauses, are collected from customers on a projected basis and subject to refund. We 
approve cost recovery amounts for the next calendar year based upon estimates of the costs that 
will be incurred during that year. Estimates are never exact, so it is to be expected that there will 
be some variance between a utility's initial cost estimates and its actual costs. Accordingly, the 
cost recovery amounts approved for developing rates for the projected year will not only include 
the initial cost estimates for that year, but also a true-up of costs previously approved for 
recovery during the current year. The true-up process addresses the variances which occur 
between initial cost estimates and actual costs over a moving three-year period. 

PEF's Method of Accounting and Expensing of Emission Allowances 

As part of its Clean Air Interstate Rule (CAIR) compliance program, PEF has maintained 
emission allowance inventories. Some of these allowances were allocated by the Environmental 
Protection Agency (EPA) to PEF at no cost, and the rest were purchased by PEF in the market. 
PEF books to inventory at zero cost the allowances the EPA gave to PEF at no charge, and does 
not impute a value for any allowances based on market conditions. PEF values its overall pool 
of allowances at average cost, and expenses these allowances to meet emission compliance 
requirements using an average cost method. 

FIPUG questions the appropriateness of PEF using the average cost inventory valuation 
method, rather than a First In First Out (FIFO) method, for the accounting and expensing of 
emission allowances. PEF explains that the average cost method is recognized by the FERC and 
GAAP as an acceptable method of valuing inventories, and PEF uses this method not only for its 
emission allowance inventory, but also for its fuel inventories. PEF has employed the average 
cost approach for its emission allowance accounting and expensing since the beginning of the 
emission compliance program, and has not implemented any accounting changes related to 
emission allowances due to the CR3 extended outage. 

The Consumer Intervenors assert that PEF has sufficient zero-cost allowances to offset all 
emissions related to the CR3 extended outage and that use of FIFO would result in no charge to 
ratepayers for these credits. The Consumer Intervenors assert that it is inappropriate for PEF to 
use the average market approach and allocate additional costs to ratepayers when no amount was 
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paid for the CR3-related emission allowances. The Consumer Intervenors conclude that we 
should reject the average cost accounting approach used by PEF in favor of the first in, first out 
approach. 

PEF asserts that it would be inappropriate to pick and choose an accounting methodology 
just to obtain the result advocated by the Consumer Intervenors. Further, PEF argues that, 

even if one accepts Interveners' [sic] argument that the allowances attributed 
to the CR3 extended outage should be expensed at zero, there is an impact of 
increased cost on PEF's other allowances which must be taken into account. 
This impact to the cost of the other allowances that PEF expensed during this 
time period is unknown and not part of the record evidence. Thus, the 
Commission cannot base any decision on a FIFO methodology, even 
assuming that such a change in methodology could somehow be warranted. 

PEF concludes that we should not arbitrarily change the established methodology used to 
account for its emission allowance costs. Moreover, PEF asserts that pursuant to the Order 
Establishing Procedure, the Consumer Intervenors waived this accounting methodology issue 
because they failed to raise it before the Prehearing Conference. 

We note that the Order Establishing Procedure provides the following: 

Any issue not raised by a party either before or during the Prehearing Conference 
shall be waived by that party, except for good cause shown. A party seeking to 
raise a new issue after the Prehearing Conference shall demonstrate each of the 
following: 

(1) 	The party was unable to identify the issue because of the complexity 
of the matter. 

(2) 	Discovery or other prehearing procedures were not adequate to fully 
develop the issue. 

(3) 	Due diligence was exercised to obtain facts touching on the issue. 
(4) 	 Information obtained subsequent to the Prehearing Conference was 

not previously available to enable the party to identify the issue. 
(5) 	 Introduction of the issue would not be to the prejudice or surprise of 

any party. 6 

Upon review, we find that there is no testimony or other record evidence supporting a 
change in PEF's accounting practices with respect to emission allowances. Moreover, this 
matter was never raised as an issue at the Prehearing Conference. Thus, we find that it is 
appropriate and reasonable for PEF to use the average cost valuation method to manage the 
accounting and expensing of its emission allowance inventories. 

6 Order No. PSC-ll-OISO-PCO-EI at 6, issued March 4, 2011, in this docket. 
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Constitutional Issues 

Upon review, we decline to address constitutional issues raised by the Consumer 
Intervenors. Such issues may be raised at the Florida Supreme Court, de novo, on appeal. 

Regulatory Asset for the Emission Allowances 

As discussed above, PEF asserts that the establishment of the regulatory asset for NOx 
emission allowances effectively moots any issue in this proceeding regarding NOx allowance 
costs. IfPEF had not utilized the NOx allowances associated with the CR3 replacement power, 
those allowances would have remained in inventory and then been recovered through the 
regulatory asset. As a result, the major portion ofthe CR3 extended outage-related 
environmental expenses shown in table on page 17 of this Order will be recovered through the 
ECRC regardless of our decision on this issue. Upon review, we find that the amounts shown in 
the table shall be included in the 2012 ECRC factors. 

Conclusion 

Upon review, we find that, based on the record evidence, PEF did not incur any 
environmental costs, specifically allowance purchases, associated with purchases of replacement 
power due to the CR3 extended outage; therefore, there are no costs to recover. The amounts 
reflected in the table above shall be included in PEF's 2012 ECRC factors 

Based on the foregoing, it is 

ORDERED by the Florida Public Service Commission that the stipulations and findings 
set forth in the body of this order are hereby approved. It is further 

ORDERED that each utility that was a party to this docket shall abide by the stipulations 
and findings herein which are applicable to it. It is further 

ORDERED that Progress Energy Florida, Inc. did not incur any environmental costs, 
specifically allowance purchases, associated with purchases of replacement power due to the 
CR3 extended outage; therefore, there are no costs to recover. It is further 

ORDERED that the utilities named herein are authorized to collect the environmental 
cost recovery amounts and use the factors approved herein beginning with the first billing cycle 
for 2012. The first billing cycle may start before January 1, 2012, and thereafter, the 
environmental cost recovery factors shall remain in effect until modified by this Commission. It 
is further 

ORDERED that the Environmental Cost Recovery Clause docket is an on-going docket 
and shall remain open. 
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By ORDER of the Florida Public Service Commission this 7th day of December, 2011. 

ANN COLE 
Commission Clerk 
Florida Public Service Commission 
2540 Shumard Oak Boulevard 
Tallahassee, Florida 32399 
(850) 413-6770 
www.floridapsc.com 

CWM 

NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW 

The Florida Public Service Commission is required by Section 120.569(1), Florida 
Statutes, to notify parties of any administrative hearing or judicial review of Commission orders 
that is available under Sections 120.57 or 120.68, Florida Statutes, as well as the procedures and 
time limits that apply. This notice should not be construed to mean all requests for an 
administrative hearing or judicial review will be granted or result in the relief sought. 

Any party adversely affected by the Commission's final action in this matter may request: 
1) reconsideration of the decision by filing a motion for reconsideration with the Office of 
Commission Clerk, 2540 Shumard Oak Boulevard, Tallahassee, Florida 32399-0850, within 
fifteen (15) days of the issuance of this order in the form prescribed by Rule 25-22.060, Florida 
Administrative Code; or 2) judicial review by the Florida Supreme Court in the case of an 
electric, gas or telephone utility or the First District Court of Appeal in the case of a water and/or 
wastewater utility by filing a notice of appeal with the Office of Commission Clerk, and filing a 
copy of the notice of appeal and the filing fee with the appropriate court. This filing must be 
completed within thirty (30) days after the issuance of this order, pursuant to Rule 9.110, Florida 
Rules of Appellate Procedure. The notice of appeal must be in the form specified in Rule 
9.900(a), Florida Rules of Appellate Procedure. 

http:www.floridapsc.com


ORDER NO. PSC-II-0553-FOF-EI 
DOCKET NO. 110007-EI 
PAGE 22 

ATTACHMENT 1 


STIPULATION AND AGREEMENT REGARDING ISSUES RELATED TO COST 

RECOVERY OF PLANT CRIST TURBINE UPGRADES 


AND JOINT REQUEST FOR APPROVAL 


Document No 07947-11 
Filed October 28, 2011 
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BEFORE! THB FLORIDA PUBUC SBRVICB COMMISSION 

DOCKET NO. 110007·B1 
DOCKET NO. Il0138·EI 

In re: Petition for increase in rates by Gulf 
Power Company. 

In re: Bnvirorunental cost rcoovery clause. 

STIpuLATION AND AGREEMENT REGARDING ISSUES RELATED TO COST 

RECQVERY Ql PLANT (;BIST TUBBINE upGRADES 


AND JOINT REQUEST FOR APPROVAL 


The Citizens of the State of Florida, through the Office ofpublic CouIIlIel ("OPC"). the 

Florida Industrial Power Users Group ("FIPUG"). the Federal Executive Agencies (''FEA''). the 

Florida Retail Federation ("FRF") and Gulf Power Company (''Gulf Power". "Oulr', or ''the 

Company"), (collectively, the "Parties"), through their respective undenigned counsel,. hereby 

jointly petition the Florida Public Service Commission for entry ofan order approving this 

stipulation regarding the issues of cost recovery associated with turbine upgrades at Gulfs Plant 

Crist undertaken or planned by Gulfin connection with the Company's Flue Gas Desulfurization 

("Sorubber") Project at Plant Crist. The Parties represent that this stipulation fairly and 

reasonably balances the various positions ofthe Parties Wld serves the best interests of the 

customers they represent and the public interest in general and, therefore, is fully coIlllistent with 

and supportive of the Commission's long standing policy ofencouraging the settlement of 

contested proceedings in a manner that benefits the ratepayers of utilities subject to the 

Commission's regulatory jurisdiction and thereby avoids the need for costly, time-consuming 

and inefficient litigation of matters before the Commission. 

BACKGROUND 

The Plant Crist Units 4 through 7 Scrubber Project has been developed by Gulf under its 

CAIRlCAMRlCAVR Compliance Program which was approved for cost recovery through tbe 

Environmental Cost Recovery Clause ("BCRe") pursuant to a stipulation dated June 22, 2007 

("2007 Stipulation") between the Parties and the Florida Industrial Power Users Oroup 

("FIPUG,,) that was approved by the Commission in Order No. PSC·07-0721·S·EI, issued 

September 5, 2007, In re: EnYirsmmmtll QQS Resovyry. 

o7 9 I.; 7 OCT 28 = 
FPSC-CCHMISSION CLERK 
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Subsequent to entering into the 2007 Stipulatioll, Gulf decided to install turbine upgrades 

for Crist Units 6 and 7 liS part afthe Company's implementlltion ofthe Plant Crist Scrubber 

Project to offset increased station service requirements associated with the scrubber installation. 

Gulf incorporated the costs associated with the upgrades in its pllllUling process for the Scrubber 

Project and reflected these costs in all ofits updates to Gulrs CAIRJCAMRfCAVR Compliance 

Program filed with the Commission pursuant to the order approving the 2007 stipulation 

begiMing with the update filed in 2008. Gulf referenced these upgrades in its witness testimony 

in the ongoing ECRC docket beginning with testimony filed in August 2008. 

A dispute has arisen among the parties regarding whether the costs associated with the 

turbine upgrades are properly within the scope of the 2001 Stipulation or otherwise meet the 

criteria for recovery tbrough the Bnvironmental Cost Recovery Clause. The following issue bas 

been identified in Docket No. II 0007-Bl for the hearings in that docket scheduled for November 

1,2 and 3,2011: 

,Issue IIC: Should GulCbe allowed to recover the costs 8!1SOciated with the Plant 
Crist Units 6 and 7 turbine upgrades? 

The following issue h/18 tentatively been identified as part of Staff's preliminary list of issues in 

Docket No. I 101l8·EI scheduled for hearing December 12-16,2011: 

Should the Plant Crist Unit$ 6 and 7 Turbine Upgrade Project be included in rate 
base and recovered through base rates, rather than through the Envirorunental 
Cost Recovery Clause? 

STIPULATION 

WHEREAS the Parties a&ree that a dispute exists regarding tho appropriateness ofthe 

Crist 6 and 7 turbine upgrades for recovery through the EeRC; 

WHEREAS the Parties agree that consideration of the Crist 6 and 7 turbine upgrades for 

recovery through Gulf's base rates i$ appropriate ifrecovery is not provided through the ECRC; 

WHEREAS the Parties agree that in order to resolve their differences, recovery oftbe 

Crist 6 and 7 turbine upgrades through the ECRe should be discontinued on a prospective basis 

begiMing with the EeRC recovery factors to be applied during 2012. and recovery on a 

2 
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prospective basis should be provided through the base rates to be established for OulrPower 

Company in Docket No. 110138-81; 

WHEREAS the parties agree that as part of the transition from HCRC recovery to base 

rate recovery, the parties should be allowed an opportunity to address the amount of recovery 

through base rates through the tiling ofsupplemental testimony in Gulfs rate case. Docket No. 

110138-EI; 

WHEREAS, in current Docket No. 11 0138-EI, involving OulfPower's petition for 

authority to increase its base rates, OulfPower removed the investment and expenses associated 

with the turbine upgrades from test year rate base and expenses in view of Gulf Power's request 

to recover for these ()Osts through the Environmental Cost Recovery Clause; . 

WHEREAS, in prefiled testimony submitted in Docket No. 110138·EI, OulfPower's 

witness stated that, in the event the Commissioll denies re()Overy of costs QlIsociated with the 

Crist turbine upgrades through the Enviromnental Cost Recovery Clause, Oulf Power would 

wish to reverse the ratemaking adjustments in the base rate proceeding so as to include the 

investment and costs in the lest year under consideration in that docket; 

WHERBAS, in the absence ofan agreement of parties and action by tho Commission, no 

procedural mechanism exists that would aC<lOmmodate the resolution of the dispute which 

othenvise has the potential to unnecessarily complicate the proceedings pending before the 

Commission; and, 

WHEREAS, to avoid the necessity of, and inefficiency associated with, litigating the 

issuos related to the investment and costs associated with the turbine upgrades in two separate 

proceedings, while assuring lhe subject is presented to the Commission in a manner that is fair to 

all concerned, the undersigned parties have reached an agreement that will filclUtate the 

3 
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Commission's resolution of all remaining potential issues between the parties regarding the 

turbine upgrades as part ofthe pending rate case; 

WHEREAS the Parties agree that allowing Oulfthe opportunity to file supplemental 

testimony in Docket No. 110138·EI followed by an opportunity for other parties to rt:'JSJl()nd 

through testimony and an OPJl()rtunity for Oulfto then file rebuttal testimony is an appropriate 

means of allowing the parties to address the issues regarding recovery for the turbine upgrades 

through base rates; and 

WHEREAS the Parties agree that the relief requested in this stipulation is a reasonable 

resolution of tile dispute between the parties; 

NOW THEREPORE, based on the foregoing background and recitals, and 

discussions among the Parties, the Parties stipulate and agree to the following: 

I. Gulr s final environmental cost recovery true-up amount for the period ending 

December 31. 20100($861.325 OVCNecovery as filed in Docket No. 110001-BI will not 

be opposed by any party to this stipulation. 

2. Gulf's estimated environmental cost recovery tnJe.up amount for the period January 

2011 through December 2011 ofS14,380,S13 over-recovery as filed in Docket No. ll0007-EI 

will not be oPJlQsed by any party to this stipulation. 

3. Gulfs projected environmental cost recovery amount for the period January 2012 

through December 2012 previously filed IS $169.103.821 shall be revised to $16s,07S,432 

which reflects the removal ofall prospective revenue requirements from the ECRC for any of the 

Crist turbine upgrades and this revised amount will not be opposed by any party to this 

stipulation. 

4. Gulf's total environmental cost recovery amount, including tnJe.up amounts, for the 

period January 2012 through December 2012 previously filed as S I S3 ,861,989 (excluding 

revenue taxes) shall be revised to $149,833,594 (excludill8 revenue taxes) which reflects the 

4 
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removal of all prospective revenue requirements from the ECRC for Bny of the Crist turbine 

upgrades and this revised amount will not be opposed by any party to this stipulation. 

S. Based on the foregoing changes, Oulfs proposed envirorunental cost recovery factors 

for the period January 2012 through December 2012 for each rate group shall be revised to 

match the values in the following table and these revised amounts will not be opposed by any 

party to this stipulation: 

ENVIRONMENTAL COST 
RATE RECOVERY FACfORS 
CLASS ~IKWH 

RS,RSVP 1.294 

OS 1.286 

OSD,OSDT,OSTOU 1.273 

LP,LPT 1.245 

PX, PXT, RTP, SBS 1.227 

OS-IIU 1.233 

OSIll 1.255 

6. As a result of the foregoing removal of the turbine upgrades from the ECRC 

recovery mechanism on a going forward basis, the only remaining dispute between the 

Parties is related to the revenue requirement amount that should be included in base rates 

thereof which shall be addressed by the Commission in Docket No. II 0138-EI 

7. OulfPower shall be permitted an opportunity to submit supplemental pre-filed direct 

testimony and exhibits for the purpose of and limited to addressing the amount and timing of 

OulPs investment in the turbine upgrades, the reasonableness of the associated investment and 

costs, and the extent to which the related investment and costs should be reflected in the revenue 

requirements the Commission will determine (and the base rates the Commission will prescribe) 

for GulfPower in Doclcet No. 11 0138-EI. Such supplemental pre-flied direct testimony shall be 
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filed by Gulf and electronically served on all parties to Docket 110I 38·EI and Staff no later tban 

November 8, 2011. 

8. In response to any supplemental direct tc8timony and exhibits filed by Gulf Power 

pursuant to tbis stipulation, intervonors and Staff shalilikewiso be permitted an opportunity to 

submit supplemental pn>fiIed direst testimony and exhibits subject to the SlIme limitations and 

scope outlined in paragraph 6 above. Such intervenor testimony shaH be filed and electronically 

served on aU parties to Docket t I 01 38·EI and Staff no later than November 15, 2011. Such 

Staff testimony sball be filed and electronically served on al1 pIIrties to Docket 11 0138·EI no 

later than November 22, 201 t . 

9. Gulf Power shall be permitted an opportunity to submit rebuttal testimony and 

exhibits to any supplemental testimony and exhibits submitted by intervenon or staff punuant to 

this stipulation. Sucb supptemmta1 rebuttal testimony sball be filed and electronically served on 

all parties to Docket II0138·EI and Staffno later than November 29,2011. 

10. All witnesses who prefile testimony andlot exhibits related to the turbine upgrades 

shall include with the filing any calculations, work papers, or underlying source documents that 

the sponsoring parties can rell30nably foresee would be needed by other parties or Commission 

Staff to evaluate the testimony or exhibits. The undersigned parties agree to use best efforts to 

cooperate with respect to the prompt service ofand expedited responses to discovery requests 

associated with prefiled testimony and exhibits submitted pwsuant to this Stipulation and 

Agreement, to include, upon request, making the witness(es) available for deposition on an 

expedited basis. with the view ofensuring that all parties and Commission Staff have an 

adequate opportunity to prepare for the hearing on the matters that are the subject of this 

Stipulation and Agreement. 
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II. All parties to Docket No. II 0138-BI shall endeavor to include statements of their 

positions on the issue or issues related to the turbine upgrades as part oftheir prehearing 

statements which shall remain due on the date set forth in the Order Bstablishing Procedure. The 

parties shall be allowed Ii reasonable opportunity to modify their positloll(s) to conform to their 

testimony flied after the due date for their testimony by conununicating lIuch modifications to the 

Commission Staff for inclusion in the Pre hearing Order as quickly as possible, but no later than 

the Preheating Conference scheduled for November 21.2011. 

12. This Stipulation and Agreement sbaU become effective inunediately upon approval 

by the Commission .. By entering this Stipulation and Agreement, no party waives or concedes 

any position on the merits ofthe maUers that are the subject ofthe Stipulation and Agreement, 

and each party reserves the right to present and support any position regarding the substance of 

the issues that it determines is consistent with its interests. Each ofthe undersigned parties 

agrees to support the approval of the Stipulation and Agreement as serving the objectives of 

enhancing the efficiency of Commission proceedings and avoiding unnecessary litigation. and as 

consistent with the public interest. 

[RBMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK) 
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WHEREFORE, the undersigned parties agree and stipulate to the above terms and 


provisions, and together request the Commission to approve this Stipulation and Agreement at its 


earliest opportunity. 

Office of Public Counsel 

By~~__~____________ 
Joseph A. McGlothJin, Esquire
Florida Bar No. ____ 
Associate Public Counsel 

Patricia A. Christensen, Esquire 
Florida Bar No. 0989789 
Associate Public Counsel 

III W. Madison Street, Room 812 
Tallahassee. Florida 32399 
(850) 488·9330 

Florida Industrial Power Users Group 

By____~------__----____---
Jobn C. Moyle-Jr. Esquire 
Florida Bar No.________ 
Vicki Gordon Kaufman, Esquire 
Florida Bar No._______ 

Keefe, Anchors. Gordon &. Moyle. PA 

118 Nortb Gadsden Street 

Tallahassee, Florida 32301 

(8S0) 681·3828 

Respectfully Submitted. 

Gulf Power Company n 
OA{~

BY___~~~-1~_______ 
Jeffrey A. Stone Esqu e 

Florida Bar No. 3259 

Begp&.Lane 

Post Office Box 12950 

Pensacola, FL 32576·2950 

(850) 432·2451 

Federal Execudve Agencies 

By_____~__----------- 
Karen White, Esquire 
Major Cbrlstopher C. Thompson 
AFCESA 

139 Barnes Drive, Suite ] 

Tyndall Air Force Base, Florida 32403 

AFLONJACL-ULT 

Ph: (850) 283-6348 


Florida Retail Federadon 


By____________________ 


Robert Scheffel Wright, Esquire 
Floridll Bar No.______ 
John T. Lavia, Esquire 
Florida Bar No.,_:--__:--_ 
225 South Adams Street, Suite 200 
Tallahassee, Florida 32301 
(850) 222·7206 
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~, 9/9FA~ NO. 8504693331 No, om r. U~/08 

WHBRBPOlS. tho lUldcr5ignut partfea aJl1'C8 and ldpulal.1D Ihb abO"A' tAmnI and 

J)I'OY1»Ion•• and tagcdler roqUCllt the Conmzilllion !O appnwe dds Stipulfttiou 8Ild ApM1CIlt 811u 

eulfCl£ oppotmnlty. 

Roapectfull)' SllbmlllOd.. 

omee of Pullll.c Cowuel Gulf rower Complluy n 
OA(~ 

By.~~~~~~_______ 
laA.?M"tGIothlb:a, Blqulrt le1bo1 A. S Rlqu 
Ploridn BIIr No. Florida Bar No. 3259 

IY\lo.,-.,& a141dJIJttU;t; 

AJlocitUe Publlo-:CV::"'"Ul-.-:- Bf.ltIP Al..aruI 
'Pott Offlcdox 119.50 

PiltrIcla A. CbrlatellJeIl, Eaqulrl Pe:tIIlCOia. FL 32516-2950 
Flllrida BlIt No. 0989789 (RSO) 432-24S t 
AI.aelatll PlIblto CQutlel 

'hderallht.l!utl\'c Aaenelot 
III W. Madison Sttcct. Room a12 
TallGheutlO, P'lorkIa 32399 

ltobe'rl Sc:kllfl'eI Wrlgnt, lkqliSrt
ltJoridaBar No.....____ 
John T.uris. ~ 
FIorid.SarNo,.....___'"!"'""~ 

225 South AdalN Stred, Suite 200 
TaIlIIbuaef. Florida 32301 
(850) m.T206 

(850) 488-9330 

morld*lndufriat Power l1;lnr Group 

lIIorida Rem.. recr.ratkm 
By._-::-__~...,....".____ 
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WHERBPORB. tho undenlgned partieJ agree IIId rUpulale to Ihe above terms IIDd 


provision., IIId Ulgethet requcat dIG COmmiafion 10 appJO\'O !hill Supuladon IIId Asroommt at ita 


nrliat opportunity. 

By____~~~~~~--
JORpia A. McGJotIillD, &qui... 
Florida Bar No. ____ 
AaIoei.a1e Public Counsel 

Patdda A. ClrflCulR, Elqulre 
Florida Bill' No. 0989789 
AssocIate Publl.c CouoscJ 

11l W. Madison SIRct, Room 812 
TIllabaQee. Plodda 32399 
(8S0) 488-9330 

Respectfully Submitted. 

GuV;Pi'oi~ 
~ .....u~
fIlorida Bar No. 32S9 
BCUS & Lane 

Poal OffIce Box 11950 

PeIInwla, PI. 31S16-295O 

(8!IO) 432-2451 

FederaiBReuU,.. Apnclel 

By'__~~~~________ 
Kana White, Elqulrt 

••._J1oddaJndu8tdal..eo.er..DIIiIn..Gl:Aap--_~or.Ch"""'1I:c. nomp&u"'_. . ___ ._.,. .__ • 
AFCESA 
)39 BamOi Drive, Saile 1By___________ 
TyndeU AIr Fotee Base, Florida 32403 

John C. Moyflt Jr. i£lqulre APLONIACL-ULT 
florida_Nib Ph; ClSO) 283-6348 
VIcki GordOb ICaarnuua. EsquIn
Florida Bar No,...._____ 
Kod'e. A.nc:hot:s. Gordon.t Moyle, PA 
118 NorIh aalladen Stm;t 
Ta~,fb)ride 32301 
(850) 681·3828 
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................ ~
~~...... ~""",.."""-,..... __ .....,..........." 

AMooiete Publl!l CoUDl4l 

U 1 W. Ma4lJon '!ftC, .ttoom U:t 
TallllDUllec.I'J.ua4r. lit,"
(1\ 'VI) 4111\-'il'l-,o 

I'IorIda IIldurn-18. P01rel' Users "roup 

By.____~~~------------
.Jobn C. Mo7II. Jr. Eaqalre 
Flortda BIU' No.~-::--~o::--~ 
VIdd GonIoll Eautman, Bequ.frePlonda BvNo______.,-_ 

Keele, Ancbora, QO'I'doD" Moyle. PA 
US Nonb QIId.sdan StrMt 
Tallllb.nee, florida 32301 
(850) 611·3828 

Gd~'Qr Company ...Q 
:~.~il1-;:~ I ~~ 
..........~ ll_ ",.. 't~,(o.~

ne.p.t. ... I..oAO 
Po~Ol'ftsBOI.12gS0 
~.......,t ... t........ \,lI~,.'lor-- ....... 


("".,.,n) ."'" "'AC'l 
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FAll Hb. B5046Q33S1 P. 0'9109 

WHBR'EPORB\ tho urulct.sii,ned p:IIrtlMi'A8J'CO" a'!)d. ltipQllte,lO rlie above terltlA and 

provi.!01\l4, and tD,lIthu rettuesl'thC' Commis~IQn to approve thisSlipulation an(! Agrll8mcllhltlt~ 

~rlitl&topport.uuity, 

outu ofPulllJe C011D11l 

Pat~lcla ,A.t;b~, 'Esq_ 

:ru0ri4.13~No, O~8978~ 

Asiociate:PubUc Counsel 

1n w, MI!i!l$o" s~f.aaom,812 
TlIllah8aSeO,PlOfldli 32399. By__~~~~____~___.(~30) 488-9330 

Kat.W1d~ li:5quirt
P1urfdallldustdall'ow.,,, triers Group 	 Mlijor:WlltopJler C. 1'ham\fJCd 

Af!CliSA 
l'9'BJl.TIc:l tlJ,ivo. SuitCI I 
Tynclllli Air For.:» Baile. Plotida32403 
.AFLON1AeL-uvt 
Ph: (aS0)2BJ-6348 

FlClrlda:RIAAil Federation 

ay'~~~~~_________ 

JVi1ierlt$dl~cl Wligtil, &quire 
f1odda,Jm-NQ•._~___ 

. JOhu,T. Li.yta,'ESqldre 
FlQ!'14a B'~'!' No. 
2'25' SOU(h,Adill·D':"':.C-::,S:""'ttee:-·-to'::'$),1"7It-e ':':200 
'i'oiiabuUe. Plorida :32'301 
(850)221-7206 
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In ra: 	Environmental Co81 
Recovery ClauN Docket No. 110007-EI 

Ct;BTlFICATE OF SERVICE 
I HEREBY CERTIFY that a copy of the foregoing has been furnished by electronic mail this 26'" 
day of October. 2011 to the following: 

Martha Canei Brown, Esq, 

senior Counsel 

FL Public S8fVice Comm. 

2540 Shumard Oak Blvd. 

Tallahassee. FL 32399'()850 

mbrownOpsc slale.fl.!JJI 


John T. Buller. Esq. 

Allorney lor Florida Power & Lighl 

Company 

700 Universe Boulevard 

Juno Beach, FL 33408-0420 

John.BulIer9!P1 com 


Karen $. White. Slatt AllornGY 

C/o AFCESA-ULFSC 

139 Bamea Drive, Suite 1 

Tyndall AFB, FL 32403-5319 

Phone: 850-283-8348 

FAX: 850-283-8219 

karen.whiteOtvn!laU al mjl 


J.R. Kefty 
P. Chrltlensen 
C, Rehwinkel 
Associale Public COIJIlsel 
OffICe 01 Public Counsel 
111 W. Madison St.. Rm. 812 
Tallahassee, FL 32399·1400 
chrillt8Ol!!!n paUyO!eg.8tate.fI.\!§ 
rehwinllelchar1u9leg stata.n.us 
keUy.jrOleg stale.lI,ys 

Vicki Gordan Kaufman 
John C. Moyle 
FIPUG 
118 N. Gadsden Street 
Tallahassee, FL 32301 
vlSaufmsn 0 kilgmlaw.com 
Imoy!eOkagmtaw com 

James D, Beasley. Esq. 
J. Jeffry Wahlen 
Attorneys lor Tampa Electric Co, 
Ausley & McMullen 
P.O. Bo)(391 
Tallahassee, FL 32302 
jbeglay9auslay com 

Kenneth Hoffman 

Florida Power & Ught Company 

215 South Monroe Street, Suite 810 

Tallahassee, FL 32301-1858 

Ken.HoII,manOfpl,com 


John T. Burnell, Esq. 

OIanne M. Triplell 

Progress Energy Service CO. 

P. 0, Box 14042 
$1. Pet.rsburg, FL 33733-4042 
igbn,burne!!OP!;lpmajl.com 

Paula K. Brown 
Tampa Electric Company 
P. 0, Box 111 
Tampa, FL 33601 
Regdep!Otes;oenerov,co!l) 

Paul Lewis, Jr. 
Progl'll&ll Energy Florida. Inc. 
106 E. College Ave" Sle. aoo 
Tallaha&See, FL 32301 
Rl!ul,ll!Wigictpgnmlli!.com 

Gary V. Perko, Esq. 
Hopping Green & Sams 
P. O. Bo)( 6526 
TaAahassee, FL 32314 
gperkoO hQ&law,c;om 

-J(
JEFFREY. ONE 
Florida Bar o. 325953 
RUSSELL A. BADDERS 
Florida Bar No. 007455 
STEVEN GRIFFIN 
Florida Bar No. 0627569 
BEGGS & LANE 
P.O. Box 12950 
Pensacola FL 32591-2950 
(850) 432·2451 
Attorneys for Gulf Power Company 

http:Rl!ul,ll!Wigictpgnmlli!.com
http:igbn,burne!!OP!;lpmajl.com
http:kilgmlaw.com
http:stata.n.us
http:paUyO!eg.8tate.fI
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

IN RE: Petition for Increase in Rates 
by Gulf Power Company Docket No. 110138·EI 

CERTIFICATE OF SERVICE 

I HEREBY CERTIFY that a true copy of the foregoing was fumished by electronic mail the 2S'" day of 
October, 2011, on the following: 

Office 01 Public Counsel 
J. R. Kelly/Joseph A. McGlothllnf€;rik Sayler 
c/o The Florida Legislature 
, , , W. MadilOll Street, 
Room 812 

Tallahassee. FL 32393·1400 

mcg!othlln.j08epbO!eg SlIlltJl·ut; 

merchanllrjcipO"g.stata II ut; 

KellY.lrOleg slale.n.1II 

Sayler erik 0 Itg.stale lI.us 


Caroline Klancke 
KeinoYoung 
Martha Elarrerll 
Office of the General Counsel 
Florida Public SelViee CommiSSion 
2540 Shumard Oak Boulevard 
Tallahassee. FL 32399..Q850 
mbgrrmgosc !!late II us 
cklanek!!OPsc Slale nus 
kVOunagosc stale.fl.us 

Florida Retail Federation 
227 South Adams Street 
Tallahassee. Fl32301 

Guneter Law FiIlTl 
Charles A. Guyton 
215 S. Monroe St.. 
Suite f18 
Tallahaaaee. FL 32301 
cguytonggynster.qgm 

RiChard Mel$on 
705 Piedmont Drive 
TllIlahassee. FL 32312 
rjck'rmelsonlllW,com 

Federal Executive Agonciel$ 
c/o Major Christopher C. 
Thompson 
Ms. Karen Whhe 
AFlOAlJACL-tJLFSC 
139 Bames Drive. Sune 1 
Tyndall Air Force Base. 
Flortda 32403 

chrjs.thompson g'l)'ndllll aI.mil 
gcen mle9\J1fld1l!! at.mi! 

JEFFREY A. STON 
Florida Bar No.3 3 
RUSSELL A. BADDERS 
Florida Bar No. 007455 
STEVEN R. GRIFFIN 
Florida Bar No. 0627569 
BEGGS & LANE 
p, O. Box 12950 
Pensacola FL 32591·2950 
(850) 432·2451 
Attorney. for Gulf Power Company 

Florida Industrial Power 
Uaers Group 
Vicki G. Kaufmanl 
Jon C. Moyle.Jr. 
010 Keefe Law FIIlTl 
'18 Norlh Gadaden Streel 
Tanaba_. FL 32301 
vkal,lfmangkagrnlaw·9Om 

Gardner Law FlI'm 
Robart Sc;heffel Wright 
JOhn T. La Via. 
1300 Thomaswocd Drive 
TaliahaSl$ee, FL 3230& 
schefOgbwltgal com 

http:Moyle.Jr
http:stale.fl.us

