BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In Re: Petition for approval of ) DOCKET NO. 921155-EI

plan to bring generating units ) ORDER NO. PSC-94-0264-FOF-EI
into compliance with the Clean ) ISSUED: 03/08/94

Air Act by Gulf Power Company. )

The following Commissioners participated in the disposition of
this matter:

J. TERRY DEASON, Chairman
JULIA L. JOHNSON
LUIS J. LAUREDO

ORDER DENYING MOTION FOR RECONSIDERATION

BY THE COMMISSION:

On November 6, 1992, Gulf Power Company (Gulf) filed a
petition for approval of a plan to bring its generating units into
compliance with the Clean Air Act Amendments of 1990, pursuant to
the provisions of Section 366.825, Florida Statutes. This statute
directs the Commission to review the plans submitted by utilities
pursuant to this section

in order to determine whether such plans, the costs
necessarily incurred in implementing such plans, and any
effects of rates resulting from such implementation are
in the public interest. . . Approval of a plan submitted
by a utility shall establish that the utility's plan to

implement compliance is prudent.

The following parties intervened in this proceeding: Florida
Industrial Power Users Group (FIPUG); Legal Environmental
Assistance Foundation, Inc. (LEAF); United Mine Workers of America
(UMWA) ; and the Office of Public Counsel (OPC).

A formal administrative hearing was held on July 7 and 8,
1993. Post-hearing filings were submitted by all parties. LEAF
also submitted proposed findings of fact.

On September 20, 1993, we issued Order No. PSC-93-1376-FOF-EI
approving in part Gulf's plan to bring its generating units into
compliance with the Clean Air Act Amendments of 1990. On October
5, 1993, LEAF filed its Motion for Reconsideration of the final
order in approving in part Gulf's compliance plan. (Order No. PSC-
93-1376-FOF-EI). On October 19, 1993, Gulf filed its response to

LEAF's motion.
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Standard of Review

The appropriate standard for review on a motion for
reconsideration is set forth in Diamond Cab Co. v. King, 146 So. 2d
889 (Fla. 1962). The purpose of a motion for reconsideration is to
bring to the attention of the Commission some material and relevant
point of fact or law which was overlooked, or which it failed to
consider when it rendered the order in the first instance. See
also, Pingree v. Quaintance, 394 So. 2d 161 (Fla. 1lst DCA 1981).
It is not an appropriate venue for rehashing matters which were
already considered, or for raising immaterial matters which even if
adopted would not materially change the outcome of the case.
Reconsideration is not intended as a procedure to reargue the whole
case merely because a party disagrees with the Order.

.LEAF's Motion for Reconsideration does nothing more than
address the same points, and advance the same arguments, as in its
brief and throughout this proceeding. LEAF simply disagreed with
our decision. LEAF has not met the standard of review set forth in
Diamond Cab. We therefore affirm Order No. PSC-93-1376-FOF-EI and
deny LEAF's Motion for Reconsideration.

LEAF's specific arguments regarding the definition of public
interest, demand-side management and reduced utilization, and the
rejected proposed findings are discussed below.

Definition of Public Interest

LEAF asserted that we erroneously construed the public
interest standard in Section 366.825, Florida Statutes. As stated
in its Motion for Reconsideration, LEAF is correct that "in the
public interest" is not defined in Chapter 366, Florida Statutes.
LEAF specifically addressed the same arguments regarding LEAF's
interpretation of the standard at various points during the
proceeding: as an issue initially raised by LEAF; in its Prehearing
Statement filed on March 18, 1993; in its position of the issue on
the Prehearing Order (Order No. PSC-93-0994-PHO-EI, issued July 6,
1993); and in its Post-Hearing Brief filed August 5, 1993.

Reconsideration is not intended as a procedure to reargue a
case merely because a party disagrees with the Order. We carefully
evaluated the public interest standard which is fully addressed on
pages 15 and 16 of the final order. We did not fail to consider or
overlook a point of law; rather, LEAF has asserted that our
"statutory interpretation is legally incorrect and, if given
effect, would be extremely poor public pelicy." (Moticn, p. 2).
Essentially, this is an appeal of a determination made by this
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Commission rather than a reconsideration of a point of fact or law
that we may have overloocked.

The definition of public interest is set forth on pages 15-16
of the final order. (Attachment 1)

Section 366.825(3), Florida Statutes, provides that

(t)he commission shall review a plan to implement the
Clean Air Act compliance submitted by public utilities
pursuant to this section in order to determine whether
such plans, the costs necessarily incurred in
implementing such plans, and any effect on rates
resulting from such implementation are in the public
interest.

LEAF argued that the word "public"™ cannot be logically or
linguistically construed to refer to only Gulf's ratepayers for any
of the three public interest determinations. By relying upon the
third criterion, which is the effect on rates resulting from
implementation, to the exclusion of the first criterion, LEAF
asserted, is an impermissible interpretation of the plain meaning
of the law. LEAF also argued that the "utility costs" and
"ratepayer impact" criteria are to be evaluated in terms of the
public interest and not just stockholder or ratepayer interests.

In the final order, we decided that public interest
encompasses those matters within the jurisdiction of the Florida
Public Service Commission. Because it is within this Commission's
exclusive jurisdiction to regulate utilities with respect to costs
and reliability of service, we found that the definition of public
interest means the cost and effect on rates and services provided
by Gulf Power Company to its ratepayers. Further, the final order
specifically states that we are not precluded from considering
other factors where appropriate, but that traditionally we have not
done so and there is no statutory mandate to consider such factors.

While we may consider such factors in the interpretation
of 'public interest, ' it is not the primary
responsibility of this agency to determine if utilities
are in <compliance with health and environmental
regulations; rather, other agencies, such as the
Department of Environmental Protection, are given express
statutory mandates in such areas. (Order, pages 15 -
16) .
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Although LEAF asserts that we have erroneously interpreted the
public interest standard, we disagree. We have properly defined
public interest consistent with our statutory authority.

LEAF further asserted that the "ratepayer interest" standard
is illogical when the fundamental purpose of the statute is to
protect the public's right to cleaner air. LEAF argued that it is
not only appropriate for the Commission to consider environmental
and health concerns in this docket, but that we are required to by
Section 366.825, Florida Statutes. However, while the Clean Air
Act Amendments of 1990 may have been enacted to protect the
environment, the fundamental purpose of Section 366.825, Florida
Statutes, is to allow the utilities to bring their proposed plans
to this Commission for approval for prudence prior to tremendous
expenditures that utilities would incur for compliance with the
Clean Air Act Amendments of 1990.

LEAF argued that our discussion of Article II, Section 7 of
the Florida Constitution ignores the fundamental aspect that Gulf
must comply with the Clean Air Act's minimum standard but has
flexibility on how to do so. We explicitly addressed LEAF's
argument in the final order. In its response to LEAF's motion,
Gulf asserts that

LEAF incorrectly, and without legal authority, infers
that this Commission should enforce the requirements of
the Clean Air Act Amendments of 1990 more strictly than
either the United States Congress or the Environmental
Protection Agency charged with implementing the Act. .
. . LEAF would have this Commission supersede the
compliance flexibility specifically granted by the United
States Congress and require Gulf to undertake additional
compliance activities whether or not cost-effective.

We agree with Gulf's assertions. LEAF's arguments regarding the
public interest standard are hereby rejected, especially upon
consideration of our statutory jurisdiction over utility rates and
services under Chapter 366, Florida Statutes.

Demand-Side Management and Reduced Utilization

LEAF again reiterated arguments that it previously addressed.
LEAF reargued that Gulf did not evaluate existing demand-side
management as part of a reduced utilization provision of the Clean
Air Act. The Clean Air Act baseline operating level is used to
calculate allowance allocations. Reduced utilization of a Phase I
unit means that a Phase I unit operates at a level less than its
Clean Air Act baseline operating level. Reduced utilization can be
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either a planned or an unplanned event. When an affected unit
operates at an annual level less than its Clean Air Act baseline,
the reduced utilization prov151ons of the Clean Air Act are
triggered. A reduced utilization plan can include any of the
following: sulfur free generators; energy conservation; generating
efficiency improvement; compensating units; substitution units; or
sales declines. If such items do not account for the total annual
underutilization, then a utility must account for its remaining
underutilization by surrendering allowances at the average emission
rate of its Phase II units during such a year. (EXH 10, pages 8-2,
8-3)

LEAF stated that we "obviously overlocked the conclusive
testimony" of Gulf's witness.

Mr. Burnaman: I'd like to refer briefly to the reduced
utilization provisions, and that's at 42 US Code 7651

(g) (¢) (1) (B). That's on Page 1164 on the handout. Did
Gulf undertake any analysis of the reduced utilization
provisions?

Mr. Parsons: We're in the process of doing that now, Mr.
Burnaman. (TR, pages 114-115)

The witness' testimony is that Gulf was evaluating and will
continue to evaluate the reduced utilization provision. Such
ongoing evaluations necessarily include, either implicitly or
explicitly, exlstlng'and potential demand-side management programs.
Gulf's plan is flexible and part of the flexibility requires
continuing evaluation of all variables and contingencies of which
reduced utilization is a part.

The nature of the proceeding was to determine whether Gulf's
Clean Air Act compliance plan established reasonably sufficient and
adequate planning guidelines and procedures and selected the most
reasonable and cost-effective compliance strategy available at that
time. The key to Gulf's plan is that it provides flexibility.
Gulf has presented a snapshot view of a continuous system planning
process that allows both the utility and the Commission to be
prepared for any event which may appear on the planning horizon.
(TR 15) (Final Order, page 8)

We found that
Gulf's Phase I <compliance strategy provides an

appropriate response to future conditions and does not
preclude implementation of other reasonable and cost-
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effective Phase I and Phase II compliance options as they
come available.

Gulf's periodic system planning reviews provide a
method of addressing changing fuel prices, allowance
prices, environmental rules, and environmental
regulations perlod. Gulf shall include a compliance
update report in its Load Forecasts and 10 Year Site Plan
as they are reported to the Commission. The compliance
update report shall include the fuel price forecasts, the
allowance price forecast used, and a summary of the cost-
effectiveness of Clean Air Act compliance options. (Final
Order, pages 2-3)

LEAF asserted that incorporated proposed findings 13, 14, 16,
and 21 validate its arguments. Proposed Finding 13 merely states
that Gulf's analysis of the reduced utilization provisions is not
complete. This fact does not support the LEAF's argument that
demand-side management was not evaluated as part of a reduced
utilization option. Proposed Flndlng 14 states that demand-side
management programs were included in Gulf's "integrated resource
plan" as part of the Clean Air Act compliance plannlng Proposed
Finding 16 indicates that Gulf agrees that its existing
conservation programs provide avoided Clean Air Act sulfur dioxide
allowance benefits. Proposed Finding 16 does not include "and
demand-side." Proposed Finding 21 simply states that the reduced
utilization provisions of the Clean Air Act have implications for
Phase I compliance. Certainly, as indicated in Exhibit 10, both
Gulf and the Southern Company are aware of many aspects and
ramifications of the reduced utilization provisions. As implied by
Mr. Parsons testimony, Gulf is continuing to evaluate such
provisions as part of its ongoing review of its compliance plan.

LEAF argued that Gulf did not evaluate additional, potential
demand-side management programs that could cost- effectlvely assist
with Clean Air Act compliance. LEAF based its argument prlmarlly
on proposed findings that were "improperly rejected,"” which is
discussed in the next section. In addition to the properly
rejected proposed findings, the arguments stated above clearly show
that Gulf is committed to evaluatlng future demand-side programs in
the appropriate proceedings. This is reflected in the final order:

The energy efficiency programs, conservation programs,
and DSM programs, which were approved by this Commission,
were appropriately included in the energy forecasts used
in the proceeding. Further, we are currently considering
the issue of energy efficiency in other dockets before
this Commission. It is not a wise use of our rescurces
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to take a piecemeal approach to this complex subject
matter. Instead, we find that the most appropriate forum
for considering all issues relating to Gulf's energy
efficiency, conservation, and DSM programs is in Docket
No. 930550 - EG - Adoption of Numeric Conservation Goals
and Consideration of Natural [sic] Energy Policy Act
Standards (Section 111). (Final Order, page 16)

Accordingly, we shall not modify the final order regarding
demand-side programs and reduced utilization provisions.

Proposed Findings
A. Rejected as "speculative"

LEAF asserted that we improperly rejected Proposed Findings 1,
2, 6, 22, 25, 26, 27, 28, and 34 "by improperly labeling them as
'speculative.'" LEAF further stated that "anticipation of future
environmental regulation of air pollutants is central to prudent
utility compliance strategies." (Motion, page 7).

We agree with LEAF that forecasts and anticipation of future
events are necessary to prudent planning. However, predictions of
future events are not always accurate: events may or may not occur.
Although looking to future events is necessary, in no uncertain
terms should this Commission deem a future event a "fact."

Thus, we deny Proposed Findings 1, 2, 6, 22, 25, 26, 27, 28,
and 34 for the reasons explicitly stated in the final order.
(Order No. PSC-93-1376-FOF-EI) Further, Proposed Findings 6, 25,
27, 28, and 34 were also rejected because they were either
immaterial or irrelevant.

B. Rejected because "not based on fair inferences from the record"

LEAF argued that Proposed Findings 3, 9, 12, and 19 were
improperly rejected using the "not based upon fair inferences from
the record" standard. LEAF's only example on behalf of its
position is that this rationale was the basis for rejecting LEAF's
Proposed Finding 9, which was "from" its Request for Admission 29
that was read into the record at the hearing.

We did not reject the admissions themselves but held that the
facts admitted therein did not support the proposed findings when
based on the record as a whole. It is for this Commission, not
LEAF, to "assess the reliability of the testimony and other
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evidence adduced." International Minerals and Chemical Corporation
v. Mayo, 336 So. 2d 548, 553 (Fla. 1976).

In fact, in rejecting these findings, we stated explicitly why
each was being rejected. (Final Order, pages 23-30)

The only proposed finding that LEAF specifically addressed was
Proposed Finding 9. LEAF contended that Proposed Finding 9 was
"from" Request for Admission 29 that was read into the record at
the hearing. LEAF argued that Florida Rules of Civil Procedure
state that any "any matter admitted under this rule is conclusively
established unless the court on motion permits withdrawal or
amendment of the admission." Rule 1.370, Fla. Rule of Civil
Procedure. Although Proposed Finding 9 was derived from Admission
29, the proposed finding can be distinguished from the admission
itself.

Admission 29 is set forth below:

Admitted that Gulf did not specifically factor Clean Air Act
avoided allowance costs in calculating the cost-effectiveness
of its existing and potential conservation programs. (TR 103,
L 18-25; TR 105, L 4-12) (emphasis added)

Proposed Finding 9 and the reasons for our rejection are
stated below:

9. Gulf did not factor Clean Air Act avoided allowance
costs in calculating the cost-effectiveness of existing
and potential conservation or demand-side programs. [TR
103, Lines 18-25; TR 105 Lines 4-12]

We reject this finding because it is not based on fair
inferences from the record. Utility system planning
implicitly includes existing and potential conservation
and demand-side programs. [TR 92, 98, 121, 122]

Admission 29 is narrower in scope than Proposed Finding 9.
Admission 29 addresses whether Gulf specifically factored Clean Air
allowance costs to determine cost-effectiveness of conservation
programs. The proposed finding is broader. Although Gulf admitted
that it did not specifically factor such costs in calculating the
cost-effectiveness of conservation programs, utility system
planning implicitly includes existing and potential conservation
and demand-side programs. [TR 92, 98, 121, 122] Thus, while it is
admitted as true that Gulf did not specifically factor such costs
to determine cost-effectiveness, it is not true that they were not
factored in at all. We rejected the proposed finding because such
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costs were implicitly considered because they are a component of
utility system planning. Thus, our decision to reject the proposed
finding for the reason originally stated is appropriate.

Thus, we reject Proposed Findings 3, 9, 12, and 19 for the
reasons stated in the final order. (Order No. PSC-93-12765-FOF-EI)

Based on the foregoing, it is

ORDERED by the Florida Public Service Commission that the
Legal Environmental Assistance Foundation's Motion for
Reconsideration of Order No. PSC-93-1376-FOF-EI is hereby denied.

By ORDER of the Florida Public Service Commissioc.i,, this _8TH
day of _MARCH , _1994 .

STEVE TRIBBLE, Director
Division of Records and Reporting

(SEAL)

DLC:bmi by:ﬁ?%?d
Chief, Bur#au of cords
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NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW

The Florida Public Service Commission is required by Section
120.59(4), 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 Director Division of
Records and Reporting 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 or sewer
utility by filing a notice of appeal with the Director, Division of
Records and Reporting 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 Civil Procedure. The
notice of appeal must be in the form specified in Rule 9.900 (a),
Florida Rules of Appellate Procedure.
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sorubber costs are Impossd on Georgls Pouer and lts customerse,
wihich Is beyond our jJurled: :zcles,

The "Intsrnal estrutegy® Aiffers from the “fusl svitching
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the Clean Alr Aot Amendments of 1 slso Inoludes strategles to
requirementa regarding oontinuous eslsslion
s (CEMa) a= vall as standsrds regarding saissions
of nitrogen oxldes (HO,). Wo avidencs vas brought forth by parties
in opposition to ault's plen to inatall naw CEMe on all of Its
steam genarating unlts, or of lts plen to Instsll Low MO, bucmers
(L it nao ¥, Ovarfired Alr on Its affected Lnits to
ave complin Aocordingly, we tind that Qulf's plan s
rensonshla and ve approve Its plan to Ilnstall CEMe and Its plan to
Instal) Lov N0, burners ocr 1f neceasary, Overtlired Alr, to achieve
oompllancs, “ v

o
n

We find that Gulf Fover Cospany's ocurrent Cospllance FPlan .
Atrategy consleting of coal switching and U.8. sarkst based
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sllovanos trading Is the most ressonsble end ocost-effactlive
strategy to Oulf FPowvar Cospany' guetomars for of

mplisncs with Phame I of the Clean Alr Aot Amendsents o 990,
Becauss of the uncartality of fubturs lov sulfur differentisl fusl
coets, sllovance prices, and futuce emlsnlon vegulatlions,
particularly for alc toxlcs, the flexiblillty of the fual evitching
strategy makes It the most reasonabls and cost-effactlve Phass I
cosplisnce plan stratagy at this tlme.

Tha

wldanoa of record supparts our finding that tha strategy
or snalysls methodology used to syslusts and select the Fhass I
tusl ...fm.n..g strateagy currantly lmplessnted by Gulf centalne no
srrer, blae, or systemlo probls The record doss not Indioste
that oulf falled to address exletlng rules, regulations and
cospliance datss in Its plenning process. Gult provided compllancs
wodsling amsumpklons, uvur:ni polliocles, estimated revenus
requirsssnts sstipated bllling Impacts of isplesenting the
leus strategles Inoluded In ite plen. (EX 1,EX 10, RX 13, KX 16,
EX 36, TR 318, TA 349-183)

We do not ag with opc's contentlon that Quit'e speciflo
u::ll-mu plan strategy i unknown today. Oulf has algesd
condltted to MO, snd con uous leslons wonltoring (€ r
cospllance sctlons for pur of Fhase I cospllancs as well
sotions relsted to ths fusl swvitching stratagy. TR 5, #9, 90,
493} The Bouthern ceapln: Yosmil Qensration Cntl ance ltr-l:-“',
(Exhibit 10), was prepsred for tha purposs of detarmining Phese I
cospliance Actlons. (TR 304, EX 10 paga €-48) As indlosted by OPC

| lan Cospllianos Btratagy, the
lo road mwep to follow for
=49)

tusl switehing st 97
cospliance purposss. (EX 1,EX 10 pag

A wtrstaglo plan which responds to changlng condltlons
loglcally Implies updates of all key assusptions, including fuel
forscasts snd losd forscasts. Gulf's cosplisnce optlons sust be
ra-evaluatsd vith esch new fual pries forscast and with each .nev
nning update, We concur with oOFC and FIPUG that Qulf
ely acknovledges that planning sssusptlons changs from

r and fros planning oycle to planning cyols, snd that
and updates are both re nable and
31, 87, B, 121, 122, 30L, 39D,

ary. (TR 14,

FIPUG'e and UNWA's arguments imply that if Gulf pays = portlon
of the Plant Wansley scrubber and thece ls & Cina tuning of 1.\.-1

o
aeri¥
[§3]
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and mllousnce prices, lt ia poasible to show the Flant Vensls
Scrubber Btratagy is at leost aa cost-sffsatlve mm duif'as hu{
svitening mtcatsgy. At Imsue f® the certalnty of fusl cost
racovasy and the uncertainty of recovary of olvnrtl-.-n! scrubbar
capl costs or other -lgnf{ln-n: capital investments. The momt
cost-affective Phass I ecrubbur _ceatlon on tha Southern Company
systam la not at guit's Plant C:lat but st Qeorgla Pover Company's
flsnt Wanmley. (TR 441} FPlanning assusptions and declslons a
Gulf's responsibllities. MWe agree with OPC that It ls Gulf's
responalbllity to propose and adept m least-cost cospliance
atrategy to minimize Its customers' rates. Acoordingly, we shall
not approve a plan that Gulf adopt a Flant Wanalay Scrubber
Strategy this time since that strategy doss not sppesc toybe &

t-cost cospllance optlen to sll of the Southern Cospan
- #. Turthsrmors, such actlon wvould relleve Oulf's sanwuun{
from any responsibllity or sonssguancs of the declslen. (EX 1, 10)

LEAF and FIPUD argus that aulf h nok provided suftlclent
dstalle or adesgquate Implamsntatlion timatss of ths varlous
strateglen. The sensitivity analysls results In mxhiblt 10,
gectlon 6.3.3, and the Cinanola) susmscy tables of Exhinlt 10,
Appendix E, and Tables €-1, 2 snd 3 of Exhiblt 1 for esch strategy
.T-o provide sufficlant detalls. 1In sddltion, cash Clow revenus

ulresent 1 atrategy are Inoluded In Table 6-4
» Table &~ tltled "Gulf Power Company Clean Alr
Aokt Compllance Plan.™

The svidence of record doss nok support LEAF's positlion that
Gulf unreasonably rejected potential DSH/conservation slternatives.
While LEAFT takes exception with Culf's forscast of dessnd-side
programe and thelr Impact on load growth, LEAF falled to sstablleh
an srror, bias, or systemlo problem In Gulf's snargy and load
forecasts In the snalysls of the four strategles. Desand-
alde rlogr vare consldersd as reduced ntlllnt‘lm eptlona snd
sdditional wmessuras will ba Investigated as part of the oninlhq
system planning precs ({Exhilblt 10 fsction 3.2.6) Aincs al
losd growth durlng Fhass I ls projectad to be mat with nstursl
tired generstion whioch doas not.emit S0, or reguire allovances,
dessnd-slde programa sre not tasmonably axpacted to slter the
telative cost-affectivansss of the four strategles, (EX 25) Also,
ssand-alde programs sre alresdy Incorporated into the systes
plannlng losd forscasta. .
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LEAY further srgues that Culf should have usesd a "laanst-cost
Integratad rescuros planlng process” and hecauss aull did not,
Gulf cannot rtessonsbly show that the attendsnt fusl wsvitching
wtrategy ds th t oost-affectiva. Ha dissgres. Sectien
346.8023, Tlorlds ablish or ldantify a
specliio El-m-lnq preo cenk Integratad rescurcs
planning,™ whlch must be 4 when revieving putlle utlllry
compllanca plans. The svidenca of record doss not support &
tindlng of srrer, biss, or systemlo problem In Gulr's wsystes
pleanlng proosss.

UHWA mgsarcs that seleoti{ve scrubblng will be the least-cost
option for Gulf's re # It high sulfur eosl prices decline and
low sulfur cosl pri (TR 436) The coal aupply werket lms
not statlo. Nev davalopm w and changes can affect both the coal
prics snd the sbility to dellver cosl. The resulte of the Fesbody
coal contract 1998 market raopensr negotiatlons sre not ceartaln st
thie tlwe, Gulf's customers way be expossd to a small low sulfur
cosl premlum or a large one. (TR 334, EXIt 33) Oulf estimatad the
lov sulfur ocoal presmlum sguivalent to scrubbing high sulfur coal in
47/Ton In the sclglinal
lutt 17, 1) In th

to plant lat of 947.43/Ton. 1In 1993, the
ooal was forscasted to coakt #40.3)/Ton In 1998, (ExM 3} ® u
ocost variatlons, periodioc systes planning updatss of compllance
options are necessary for dqt-r-rnlng unntgmud cost-effectlive
compliance vith Phase 1. (TR 31, 87, 4§2)

In responas to the UMWMA's vlev that the Ffusl svitohing
*represents sn all-sgge-in-one-basket™ option that would
aloulation of futurs coal
for 89, complliance
ulre a signitloant fixed capltal Investms (h 434) The
Installatlon of s sorubber now, fer Phase I purpos would llmlt
future flaxibllity to choose other oomplianos cptions to mast ‘new
gonditlons. (TR 84,434) Cspltal Investssnt in & sorubber at Plant
Crlat or Plant ﬂTn-luj le not supported at this tlme bassd on ths
Southearn Company's sensltivity snalyses for tha Phase I and Phuse
11 perlods. (EX 10, page §-44, 8-48) In addltlon, thars {s nothlng
preoluding UMWA or any cosl supplier from pupot[nq wcrubber costs
and allovanca ocosts in nagotiatsd contracts wlith the Southern
Company or Its members. 't

I3-GSTTT¢
I3MD0C

‘ON
AYYNEEId

ORDER WO, PEC-#)-1'76-FOF-EI v
DOCKET NOD. 931158-E1 P
Fage A

Based on tha foregaing, we flod that Gulf has sstabllsh
reasonably sufficlent and adaguata planning guldslinas
procedurss and welected the most ressonsble and cost-sffsctive
coeplliance strategy for Fheas I cf ths Clssn Air Act Amsndssnts of
1990 at this tims.

We find that It la pramacura ©> approve the Phase 1T portlons
of Gulf's Clean Alr Aot compliance plan sk this t bacausa of tha
unosckainties In the ailovancs warkst, the lsck =of cosplated
Environwental Froteotlon Agancy htlun., possible alr xlos
regulations, snd potentlsl €O, leg atlon., (TR %)) Bacaune of
these uncertminties, Gui¢ nesds to be flexiblae vagarding Phage II
optlons, Bince Fhasa 11 compllance rules and regqulations have not
been satablishad, 1t ls not critiosl that a Phass IT cosplliance
plan detersinstion ba wade at thias tims.

Qulf has presented a wnspshot view of & contlrucus eystem
planning process that aliove both the utility and the Commisslon to
be prepersd for any avent which way sppear over the plsnnl
herlzen. (TR 18) By not asking us t5 lssua ocsrte blancha a rnv:i
for Culf to precesd with the specltla actions sst forth In Ite
eurr!htl{ tiled comspliance plen and by Lts proposal to Inform us of

1]

system planning results, Gulf has shown that It belleves thers e
s dynsmle natu to the environsent in which it operst that
tequires the sexisum flexibillity poesible. (TR 15,14 & ver,

7 "
ve dlmsgras that Gulf oan ressonably and cu.t-tthutlu{r ava Ll
any propoasd Phass [I cowplliance plan strategy In the shssnca of
any rules and vegulations that govern both Isplementatlon and
cosplisnce. Final Phosa LI allovanca alloocatlons will net oocour
wntll 1999, Until sdditional vequicrements are establishad, it fa
remature for Oulf to flle for Phase II permlts. (TR 197-199) As

he Thass II Liance date spproachss, more trulng up soours.
Esch aystam plann raviev vl1l Incorporats nawv and lsproved date,
and raflnad sssusptlon the results ba different. (TR )
1¢ rlewibliliey Is ko b Intainad, then ocost-sffsotive Ph 1
sitarnatives should be continuously avalus . isction of »
rh 1T complisnce plan should oply ecour whan t s nesad ko

do #o or when sufflolent Implamentatlion refuirements knevn.
lE'Ntdll‘l‘{. we find that It ls premature to spprove or dlsapprove
tha Thaws 11 portion of Gulf's compliance plan.

speclitioc Issvues vers raleed regarding wvhather scrubbing,
asllovance msarkst tudlnl. use of a varlety of cosle, or other
sonplisnos surss woul prg‘rIS- s batter balsnos of rl.h batuasen
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stockholders than Oulf Fover Company's
1 or Phana I1. Blince va find that Cull'e
sy of fuel svitching sppsars to e the

1 , cosplisnce atrstagy for Gulf st this
tims, we do not find that tha asur {dentified sbove would
pruvido s better balance of risk batween the rstepayers and the
stockholders than Gulf Power Company's Cosplianca Pl for Thass 1
or Phaas 11, awxcept to the extant thet Fhase I fual svitching
provides tlexiblllity to cosply with yet to be promulg ted Phase 11
and alr toxlce reguiatlons.

tha
1

In & "fusl suitch strategy,” the custossr carriss the cost ot
fusl until estisasted mcrubbar costs ars titisbla. The inltial
sconomlo rlak of scrubbing ls placed on th stockholder, with cost
recovery of aotusl expendituzes ultimately coslng (roa the
customets, Lf sorubbing le found to ba prudent. (TR 316)

rag houses or sdditlonal Clue gas conditioning egulpmsent or
scrubbece y be raquired by posalbla futurs alr toxics
regulations. lovever, plana for alr toxles complispce cannot be
ressonably formulated In the abssncs of alr tﬂlgt‘l Iimlts, rules
and regulations. ’ﬂ 98, 199} It Gulf declides to puraue use of
sorubbers, Gulf will oarry the scrubber costs snd benetl until
the surubber optlon ls datsrmined to be prudent. AL t time
gulf's sctlons, aotusl costs, snd projsoted costs will be loved
and sppropris cost recovery vill he eet. Thls can ooour In
‘ gata onsa procesding or In a procesding held pursuant to 146.8353,
Florlda Statutes.

Acaordingly, ve find that Gulf Power Company hea sstablished
reascnably adsquate and sufflolent guidell and procedurss whioch
snsures its customsrm of Lhs most oo scklive complla
Phass 1 of the Claan Alr Act Amsndments of 1 . Fox P
cospliance, perlodlo revisw of lu-lmrrlcon. sliovancs pri
changes In -Tl snvitonmental rules a regulations, estimat £
n‘tldﬂl. uss of the "Egulvslent Allovancs Value® ase & normal systes
planning functlon, wsnd ureuing s fusl mwitohing atrategy ars
nably suffiolent » dequats guldslines and procedurss for
mining cost-effective cospliance planning at tt‘l tiss, Feor
Ph Il oomp wa [lpd oulf hss not establishad
ressopably sdequats and putficlent guidelinss that ensure ite
custonsrs of cost-sffective cosplliance since It Is prematucre at
this tims, except to the extent that Phass I fusl swltohing
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provides flexiblilty to ccaply uith yst to be promulgeted Phase 11
ragulatlons and sle towlcs xegulacions.

INTERCONTANT_ANTERCEANGE JONTRACT

The transactions batvaen mszhera of the Southatn Company,
which inoludes Gulf Povsr Cowpany, »re g varned by the Intercompany
Interchangs Contrsot (XiiL). Such tre ctions Include and,
enstgy, raliability and cinancial responsibilities. 7Tne TIC la
or updatad about once each ysar. All changes to the IIC
vith approval by =1l meanbers,

At lseue 1s whether Gulf Powsr Company's pscrticipation Ip the
Southern Cn-pln{'n Phass T and Phsse 1] complisnce plan strategy of
fusl switching ls ressonsbly sstimated to result In costs that ace
egual to or lese than costs Gulfl would have Incuerad hed It
procesded on & atand-slone basle.

Gult's sat)eated nat present value ravenus requirementa (1952
20"1 tor compliance under tha fusl svitching strategy ls #3358

million while the company-by-cospany sktrate net presant valus
revenus cequiremants le 3 at 4278 1ion over ths ssss
gcrlod. (TR 142) This ind thet, in 1,

Ikely exparisnce higher compllanae costs on & stand-alons basle
compared to partlolpation In the Southesxn Cospany's complianos plan
of fusl switching. Thie holda true sven on an sisrgy basls. (EX
12 sd on the updatsd filing, = atapd-alons tuh Is mat
entima to ba am cost-effective aa participation in ths Southarn
Company . .

We find that lssues regardl uncertaintiss ssscolsted vith
futurs cost alloeatlons to member
Intergowpany Interchanga Contrack (1IC) = ndsan
to this dockst and would bs more lﬂ‘tu clately sddre
recovery procsedings. Likewlss, Gulf has not explalnad hov sll
future Intercompany Interchangs Co traot provisions and amsndsants
will inwurs sppropriate cost alloc tions to lts customers.

-]
-
I

1€ » scrubbing optlon vers Cound to be cost-affsative on the
Southern Cospany tem, the 1IC may hava to ba smsnded to addcess
intercompany tran tlons and cost allooatlona. (TR 304, 3 L
“l gectlons 7.2 and 7.3 of Exhlbit 10 cribe tha sllng
wathodol weed to address constructlon costs. Construction costs
sce not n!nak-d In an expliolt mathod which determines thak “x*

-
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dollars of Projeot "SCRUR" go to Company "A"™ snd "Y" dollsre go to
Caospany "B, Instead, slte-speolflo sstinates for sach plant verse
daveloped and & eystes sconowlo dlepatch model was used. Capltsl
cost allocatlon thersfors npt directly detsrmlned but s
reflactad In tha nat prlcsa of exchsngad o y Inoludlng
sllovances.

Ws find that the priclng of sulfur dloxidae
tor purposess of salss and purchases shall be U. 8
oppossd to cospany-speciflo, slnce market prlolng will temd to
rasult In lesst coat complisnce actlons. FIPUG and OPC agres.
UNWA waintaina that market prices ahould not bas used focr Inten-
wheare sotual costs ars known. As Indlcated by
witness, Hrc "The Eran

valus.™ (TH 0 Lines 17-20) Both Gulf snd
energy trenwsotlons wers sestimated wuvelng
tices and In & uniform wanner for both
aftilliated and nunn"lrlut-d companles. (EX 10, TR 3181) lowever,
aftlilated snargy transsotlions ars at cost and nonaffliliated sner
transsotions asre off ths Southern r.‘envan{l systam snd lhuuzx
therefore be warket based, (TR 3080) odaling all wsnecgy
transsotions uslng s forscasted mllovance price may tend to
overstate ocompllance costs slnce 11C tunnnr,ronl using s warkst
allowance price would tend to be highar.than transaotions whioh uss

(TR 245,348 Wa do not
bellave, ng th msodell assusptlion will
ohangs sotivensss of the . Phess I fusl

suitehing strategy when compared to tha othsr thres strategleg at
this t‘h..

Interchangs wallovsnce ocosts or savings wvers assused to
directly Inoresse or reduce a company's revenus requiresents, The
allovance cost alloeatlien & aed for modalling purpo in the
on and opruv-d by thas Socuthesrn
Bystes cospanies. r moditications to the 1IC which
would Isplesent the schass ‘1“. not yet been wmade. (TR 278, 281)
The intervanors pressnted no fsotusl sxror or unressonsble bise In
the capital cost sllocation mesthodology or In the allovancs cost
allocatlon mathodology to support thalr pasitlons,

Although the pravicusly desoribed cost allocatlion methodology
does not seewm unr onable for modeling purposss, It doss not :ql?y
addrese cost allocatlon conoerne If leplesented. There Is no o[ru
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tracklng of company-spscific coapliance costs such as CPMa and NO
oapltal expanses and Southern Systes 80, compliance osplts
sxpenses such as sorubbars. HNc svlience was pressntsd to indjoats
that oulf will not recover worubhar ocoste both from its own
oumto s am wall as (roam other fioutharn Company members, 1¢ the
scrubber determined to ha ccaz-sffectlve for t Southern
Company ayatam,

Bscauss the natuca of Zutuce ITIC smendmsnts |® unknown, It la
not possibla to determine, at this tiws, whether tha futuras
allocation of costs la apprapriata. Thus, we €ind that resolution -
of cospllance cost siloostlons and all sther cost recovery ldsues
ars not nec ary for determining appreval or danial In this raviav
of culf's Fhase 1 cosplisnce tlnn a nhiy of fusl lvltnhlnt. (Tn

-
a

90, 81, J01, 14} Al he resclution of such lssues not
al to this dockst, be e we tind that the cos a lon
ie sre wore asppropriately addrasssd In oest racovery
procasdings.

we find that dulf Power Company's partlolpatieon In the
Bouthsgn Company's Fhass I uu-tlhnen plan strategy of tuael
switoning s ressonsbly sstimatwed to rasult In costs that are squal
to or less than costs Gulf would have Incurced had It procesded on
a stand-alone basls for FPhaes I. 1t ls premature to determine thie
for Phams IT at thie tlme,

SUPPIQIENQY OF THA FLAM ANO QULE'S _AMALISER

We flnd that Gulf Power Company has reasonsbly, sdequatsly and
sufficiently estimated the effaots of Ite Complisnce Flan,
inoluding t‘m astimated costs and the “Tcotcd Impaoct on rates
resulting from lmpl nting the plan snd alternstives to the plan
tor Ph I. MHow tha Phase I1 cost sffective compllisnce cost
estimat 1L aoulative and prematurs sinca the appllicable
regulations have not besn promulgated.

Tha {Intervanors contend . that Gulf's estimates of plan
isplementation costs and lspact on rates for each of the [ouc
strategles are insutficient, Inadequats, and unreamonsble. W¥e find
that Oulf hus sstimatsd ths lemst-cost strategy. The least-cost
strategy hs ®#o basn shown to bs the stratsgy with ths least
impscet en ra
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Boosues alc towlcos ragulations heve not basn promulgated snd
the EPA study teports have not besn publ ishsd pursuant to Titla 111
- lesardous Alr Pollutmnts, of tha Clasn Alr Act Amandeants of
1990, thers is no reasonsbis basis to sstablieh a corpliancs plan
or atrategy speolfio to alr toxles. (TR 94, 141, 490} Au
4, parlodio systes planning revievs provide for
« msthod to address the evolving naturs of
regulations, If Claxiblllty ls malntained, then
cost-sffactive Title IIT wsiternatives can be avaluat 4 and
{splemantad when the nesd to do eo occurs. Thus, cost-stltective
compliance cost sstimstes vould ba spsculative and pr ture alnae
no spplicable Title I1II regulationa have been promulgated.

Accordingly, we tind that Gulf Power Company's compliance Plan
b devalopsd In sutfloclent detsll to permlt us to dstsrmins
1 prudent snd should bs approved in the publio Interest
s(3), Florida Statutes (Supp. 1993) for
Fh Ha find a Th I1 detecsinatlon le presature beosuss of
the umornlat* of tuturs condltione snd the yst to be prosulgsted
Phises 11 and alr toxlo regulstions.

LUTURN QULF FILIKGR

We (flnd thst Gulf shsll ocentinue wusing the anal wle

wethodology used to dsvelop ths currant plan ntuh?\r for future

This lncludes fusl price forscasting, allovancas prlos

ing, cospliangs ocost estimatess of any new spplicable

snvircneental lagislation or 1 tions, ase sant of the

llutl!lo vleke batw allisble compllance option nd sstisates
of shulvalant sllovancs valuss of cospliance eptlona,

Compliance planning le sn intagral part of uellilvy 'I.
plenning. Thars ls no resson to ssgregata Clean Alr Act comspllisnos
planning from sll other systes planning, sspscially since the two

1anning prooc cannot occur In lsolation. Compliance planning
. ndankt on othse system planning forecsste wuch se fusl pilos
foreca load/ r?y fora wtors, Gulf shall
Incorporats coepllance plamning © av Into lte axleting systss
planning process, It 1t has not slready dons so.

i

Ito evldence vas pressnted to support or require ongolng formal
tilings and revisvs of Phase I cosplisnce plans, ae suggaented by
OPC, UNMWA and LEAF. T
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Annual revievs and Updutsa ars bast handled in conocect wien™
sxisting aystes planning oyales, Clean Alr Act cospliance planning'™
is not sufticlantly diffezant fram other utility systam planning
tunctions to merit s eesparacs vaview. Wa tind thar 1t le
sufflofient for Gulf to Inccrposace cosplimnce reviava and updates
Into Itw norma) system plannirg. Approval of the fual avl ching
-tuhir provides the llwlunlti Gulf sewke, Givan that
rlexibllity, Gull hae the ceaponsitility th it it detarmines an
sitarnats atrategy 1s sppcopriace, Gulr shall nokify us of its
tindinge. If mny substantive Shangen sre planned for the Fhass 1
tusl-switehing stratagy, 3ulf shall Inform us of thosa changes and
Include the ressans for tha prcpossd changes. Oult shall quluh
but not be limited te & cospiisnce updats repozt In Its’ Load
Forscasts and 10 Yesr 8ita Plan as they are Teported to ths
nlon The ocompliancs updats rt shall {nolude tha fusl
price fore t tha allovanoe p orecast used, and & susssry
of the cost-effectivensss of Ci Alr Aot complisnos optlons.
Gulf shall also sddress the unrssolvad Implemsntation lesuss of
under-utiligstion, allovancs banking, Intarchanga trans 1
priclng with cost allocations, and fusl proovrement pollcles In
futurs complisnca ravlievs and updates.

The following fsotors shall be addresssd In Gult's future
systss plannings

. Qulf Powar Cowpany neads to mora fully explore potentlsl
natural gam usage In future plepning efferts such as flem
and seasonal options In addltlon to the taks or pay
natursl gas optlons.

. Gult Povar c“t.“x shall Investigate using oclasn
gensrating units to dleplace dirtler unite ss provided by
the under-utilization provislons of ths Clean Alr Aot
Amendmsnts of 1990 and Inoluds sll resylting costs In
futuce updates.

'

. Qult Powsr Company ehall diplaln how allovancas and Claan
Ale Aot complisnce costa ars prioed for puzpoess of
ensrgy transaotions batwean ll!l?ll!ld cospanles and how
thoss costs are sddressed In the Intercospany Intsrchangs
Contract In futurs updates.

. Gull Pousr Cowpany shall Inolude the use of long ters
cosl contracts over ths sntire planning hoerizon.

S
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He ashall not requlre Gulf to flls benchesrks, markst
indlostors, guidellnes and prooedures, or other quantitstive oost
contro for purpos of srsuring cosat-sffective compliance with

the Clesn Alc Aok Amendmants of 1990 In thle docket. 1t ls more
sppropriata for partles to addrews these conosrne In Dooket 930813~
BI, whioh Is Oulf's pskitlen for enviconmental cost cecovery
pursuant to Secktlon 386.8353, Florlda Btatuts

RLAM'S_INEACE QN _BRQROHED FACILITIEE

Me find that the sffects of Gulf's prepossd facliltles vers
inoluded In the developwent of Its compllance plan. Ducing the
hearling, Gulf Pouer's wiktness, Mr. Parsons, wvas ssked to reviev
Exhiblt 3%, which contalnsd excecpts from culf's Ten Yaar slte
Plans for 1992 and 1993 shoving unlt additions In
answer to ths guastlon, "What sffect will th
your coeplisnce planl® We. Fersons replled, “Wall, thay have besn
mm.x- thie Is & part of tha Integcated resourcs plen snd would
have hasn & part of the ssausptlions that vers used in the modallng
for our atratsgy. It would have no sffect other than wvhat thay
alresdy have had In tha plan.® Slnne Gulf has Indicsted that the

rleary fusl le natural tn or all the propossd unlf additlons,
he proposed unlt msddltlens are not subject to eulfur dloxide

enlssion regulations In the Clean Alr Act Amendments of 1990,

DEPIITION QF “PUBLIC INTERRST!
Tha phras

“in the publio 1 used In ®ectlon
b ] 819, Florlds Statutes, enoo # thoss matters within the
jurladlotion of tha Plorida Publlo Servics Commlmalon, 1In thie
o , we flnd that the phress *in the publlo intereat,” means the
o and slfeck on ra and rvicas provided by Gulf Pover
Company to lts ratspay Thim Is not to say, howsver, that wva
srs pracluded from considering other factors whers appropriats,
inoluding environmental and health conostne, In tha Intarpratation
of "In ths publleo Interwst,” Trqdltlonqlly, hovaver, tha
Commluswlon has not done eo, snd thers Is no statutory mandats to
conslder such factors. While ve y conslder such factora in the
Interpretstion of "publle inte t,* LIt ims not the prisary
responuibllity of thle agency ta srmine i utilied are in
cospljancs with haslth and lnv]:unnnnt-l ragulsktlons) rather, other
agenolem, such as tha Dapartment of Environmsntal Frotecktlon, sre
gTvon express statutory mandates In such aress. In lte ro\rlu'rot
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s utility's plan, the Cownlaslion, hovaver, may not Interlere with
ths authority of the Despartmant of Environmental Froteotlen
(formarly the Dapsrtment of Environmental Regulation) relating to
Bactlonm 10).0807 snd 40).0872, Flarids Statutss, or ths Stata Alr
Implementation ?lan for ths Clia: Lir Acc. .

TIFUS malntalne that the Shrese “in the publio Interest”
Includes “lnaucling that the ccate Incurred 'h[ the utllity [n
Implemanting the plan srs the lassr zost vey to lsplement ths plan
and by Insuring that the sffsot on rat it any, is approprintaly
distrlbut .® We ganerally sgres with Firuo
except that allocatlon le sore sppropriataly addr ad In a coet
raaovary proceading. T

LEAF ssssrtms that “publioc intarest,” as used In this ststuts,
la such bresdsr than rstes snd comp nce coste. LEAF rafecs to
Artiole II, tion T, Watursl RMasources and Acenlc Besuty, of the
rlorida constlitutlon, argy Eftlolanoy snd
Conssrvatlen Aot (FEECA) Comprehanslva Plan ard
aassrtas that thoss standseds ars sncompasssd by "publie Intersst.®

The Tolluy sxpresasd In Artlole II, Ssotlon 7 of the Tloride
titutlon (1968) ls to conserve and protect the atste's natursl
ources and soanlo beauty, Ilncluding the abat t of
water poliution. Our deo -ron In thie docket le whether to spprove
Ault'a cospllenca plan, which s to reduce sulfur dloxlde and
nitrogen oxlde emlaslons. Reductlon of asuch esmlesions s
consletent with the polloy expressed in Artlole II, Beotlion 7 of
the Florlda Condtltution (1%68).

r and

The snargy efflalenoy programs, conservation pro
programs, which vere aspproved by thlis Coms ware
sppropriately Inoluded In the wenergy [forscasts used In tnle
procssding. Further, wa ars au:tantgy considsring tha lawus of
snargy atficlanoy In other docksts before this comml
not & wise use of our rescurces to . taks a pleo pprosch to
thla ocomplax subject wattar. Ina el that ths wmoat
spproprclats forus for consldsripg sll {asuss rs ating to oult's
snsrqgy stticlency, conmsrvation and DSM programs le in Docket o,
930850 -E@ - Adoptlon of MNumerle Consscvation Goals and
Conslderation of Natural Energy Polloy Ack Standards (Seoktlion 111).

on. 1t ls
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OTATE COMPRANHANALYA FLAN

We wust flrst sddress .he questlon of vhether vs are regqulired
to ooneider Cull's propossd Clean Alr Aot Cospllancs Plan pursusnt
to § l‘, Floclds Statutes. The Intent of the Florida
Laglelatuce ature) in otlng the riorida State
Comprehansive @ that the plan aot to gulde state and reglonal
sgancy pallo solally "those polioles desling with land ues,
waker ressouro transportation ayst development. ssotlon
186.002, Florlds Statutss. Alsea, it to ald In coordlnating
wtate lq.ncr functional plans to faclllitats grovth oonalatent with
the publle Intersst end to enhancs the quelity of Lifs of Flerlda's
oltizens.

comprshansive FPlan (Chapter 187, Flocida
fsplemerzad and enforoed by all ‘state agencles oconslatant with
thelr lsvful responsibilities snd that
the lw sntstlon planning process. Ssctlon 1086,001(§), Tlorldas
, defines a wtats sgency as being In the ansoutive branch
of & qovech . while the Commlesion ls an srm of the
Ive branch of stats government, Nectlon 186.008(6), Florida
Btatutes, prov & that

The rloclids Publlo Service Comslsslon, In approving the
T“n. of utilitise subject to Ite regulation, shall take
nto consldecation ths compatibllity of the plen of ssch
utlllty and all related utlllty plana taken together with
the sdoptsd state comprehsnsive plan. .

Jhe Btate Comprshenslve Plan covera a broad vange of arsas
such as touriss, trensportstion, sgrioulturs and sducstlion. L]
not have the sxpartiss te detarmine compatibllity with thoss ac
outslde our jurisdlotien. It ls within the expectles of the
Florlda Publlo Sarvice Comslssion to conslder the o Ibliley of
utllity plens, pursusnt bo Chaptec 146, Tlorlda Ataku , with the
gy gosls an polloles of the Btate Cosprehensiva Plan. msotion

), snacted In 1988, doss not supsresds the provislons of
923, snmcted In 1993, that set forth standards for us
to uss In our review of claan Alr Ast cospliance plane. The

Le st forth speoltio guldelines for us to uves in our
sva an Ale Aot cospliance plans. The compatibllity af
the oo an to the ltoto Comprehenalve Plan la leportant,

L
but nonathelews secondary to our Heo lon 166,823 svaluatlon,
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The ssaand lesue regar’ing the Otats Cosprehsnslve Plan in
whether Gulf's propossd plan, puoreusnt ts dactlen 18 on(s),
Florlds Statutes, cospliss witi tne sdopted Gtats Comprehensive
Plsn, Chapter 187, Floxids Statutas,

1t ls our rurnnnihlllty we consléar the compatibillty of
Culf's ‘cosplianaa plan with tha state Cosprehansive Flan pursuank
to Chapter 187, Florlda statutes. Ths ststute does not sandate
strict adherence to all gas Lnt policles. It is within our
sutherity, reusnt to Chaptar 36é, TFlori Atatutes, to consldec
the compatib of utllity plane with ths ensrgy gosls and
polloles of the Scate Comprehensive Plan.

We Clnd that Gulf'e plern Is cowpatible with the feate
Cosprehenslve Plan., Gulf's vitness, Mc. Farsons, itled thak
gult's plan, which Inoccrporates ths ocompan wph
effective conservation, ls consisetent with tfn provislons of the
state Comprashenslve Pitn which enoourage snergy afflclency and
oonseryatlon., (TR. 331-382}. Qulf's proposad compliance plen ls
compatible with the Btats Cosprshenslve Plan.

APRAQVALI/DEMIAL OF TAR PLAH

The ultisate lesus In thils Iroe--ﬁlm is vhether Gulf Power
company's Compllance Flan should bs found to bas In the public
Interest and thersfors bs spproved. :

Gulf Pover has subsitted for spproval ite ocosplisnce plan
touc strategles o wmast t 80, esiselons
Gult Fowsr ha smonstratsd Lts need to
= sglas an {tions warrant.
It le for this reason the cowpllance plan sust consist of sltsrnste
strstagies, and Gulf Povar wmalntaln ths optlon of ohoouln
atrategles s necessary. We command thls spproach and understan
the necesslty of belng flewlbls becauss of tha uncertainky
reagarding futurs lov miulfur difféfantlal fuel. costs, sllovance
rlces, and future emlsslen "I?llll!l:!hl. partloulscly for slr
oxlce. Thuse, we find that tha flaxibility of the fusl-suitching
strategy wakes It the most rassonable and cost-effsotive Fhaes 1
compliance plan strategy at thle tiws. i

Gult's plan to bring lts gensrating unlte Lnto complisnce vith
tha Claan Alr Aot Amandsants of 1990 also Inoludes atrategles to

58
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msst the Act's requlrssents regarding wontlinuous
monltoring myat (CiMa) an wall am standards regarding
of nltrogen oxides (¥0,). We find thoss plans to be r
and thus ve spprove thoee plans.

enlsnlon
lnalone
onable,

Totsl plen spproval le Insppropriate at thie ti not becauss
the plan conslata of cospating wtratagles, but bsca sproval of
the total plen could ocenstituts prudsncs of ocspsting -Er.tcolu
whieh hava slgniticantly different costs through the Fhass 11
tulod. (TR 1!:\ Total 9‘"! spprovel le also Inappropriata at thls

fus since the Phase II cosplisnce rules and regulstions have not
besn esstablls snd baoa Gult's pl long term
assusption that s contrary with Order N
1, 1983, In Dooket Ho. §)0001-RU. Tha fus pollay,
forth in Order Mo. 13643, Is to sstablieh flra contraoted wuppll
tor most genaratlon nqn[unnto. aulf Fover had Loth contract snd
spot forsossts and should have used thes, Gulf Fover should not
have sssunsd & 100 psrosnt relisnos on the spot warket for all cosl
s sfter ysar 31007 st the terminsticn of the Peabody contraock.
ok amn
snce may have an lmpsck on long rsnge plans.

c
dlee
TUTURE _COMHINBIOM ACTIRITING

At lssus l# whathar the fGouthscn 'Compsny‘'s mllovanos banking,
purchasing, and trading sctlvitles should be wubjeot to our review
of the multlstate motivitles of the Scuthern Company: FIFUG, LEAF,
UiWA, and OPC sppenr to be conosrned that thls procesding will in
aome WA pravent us [from ravisving aotual expendlturss and
Aeterminlng tha prudanos of futurs actlons, Untll wa wake &
finding of prudence on sctual costs, sctusl costs will ressin
subject to continued Commlesion reviev for cost recovery purposss.
1t ls Ilsmaterlal vhethsr thoma cost vere Inocurred by Gull through
the IIC. Aceoordingly, wve find that the lspsct of » Southern
cospany activities nlu--l to Gulf snd Gulf's oustomars should
continie to be svalustad In the fusl adjustwent procssding mnd
ather ongolng sotlvitlies.

IMEACT ON_GOH ELIANC 8_COAT RECOYEAY

sectlion 346.825, rlorlda Btatutes, [Supp. 1992}, provides In
part that

0c0

spat prices are not the same, and thls prilos
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pproval of m plan subaitred by a publio utillity
shall establish Ethat the wurlllty's plan to
isplemsnt complisncs s prudent and the cosaleslon
ahall ratain Jurlediotion to datersine iIn =
subssquant procssding that the actual ecosts of
isplesenting tha cazpliance plan ars reascnable, ..

Cost teonvery for compllance of ths Clean Alx Aok Amsndments of
1980 will ba oconducted in = <ubsequent procssding. Bection
386.02355, Florlda Btetutes, h besn snacted to allow the utllities
to patition for coast overy for envictonmwental compllancs costs
Including thoss coats ociated with the Clean Alr Aot Amsndsgnts.
in sdditlon, other procesdings, such as ra ®, are avallable
for the utl[lthc to rscovar cospllance costs.

Approval of Gulf's complisncas pian shall establish that the

plen to lsplesant compllance is prudent, and the Commisslon vould
q tmine in » subssguent proossding 1€ the ocosts inourcsd in
Jan wars tessonable. Approval doss
Lons or Insctlone by Qulf with regerd
ntially, it shall sstablish prudencs
for Gult's compllance plan at thie tims, Accordingly, s finding of
spproval or denlal of the ocosmpliancs plen doss not conatituts
spproval or denlsl of recovery coste.

PROTQUED FINDINGA OF FACT

We have wads spsolflo rulings on all pcoposad findings of
tect., Bpsoltlo rullngs on LEAF's proposed Clndings of fact ars
sttached hereto s Attachment 1.

pamed on ths forsgolng, it ls thereforae

ORDERED by ths Florlda Public fervice Commlssion that the
atitlon for spproval of Lts plan to bring Lte qcnqntlnl unlte
Tnlo conpliance with the Clean Alr. Kot Asendments af 1¥30 Qult
Powver y Is hereby spproved in part. As dlwousssd within the
body of thie Ordpr, the portlon of the plan regarding the
ruel ewitching rategy, continuous loens monitoring,
snlssions ie hersby spproved. It le pr turs to approve b
1t ctlonms of Gulf Fousr Company's Compllance Plan at th
1t la further

v66T
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ORDEREN that dulf Pover Company shall subsit ragquisite fl1ings
and ypdates in the sppropriate dockats ss disoussed within the body
of thle Order. It ls further

ORDERED thst all findinge of faet contained hareln ars haraby
spproved or rs ted, mm stated In Attachment 1. Tt le turthar

ORDERED that this dookat shall be olosad.

By ORDER of the Florlda Publio Bervice Comalsslion, this _20th
day of _ Eaptamber , _112) .

STEVE TRIBBLE, Director
pivlaion of Records and Reporking

w._t! :“ -,
Chil, B of Recordr

NOTICE OF FURTI w:mgnuummnﬁ:m

The Florlds Publlo sscvics Comnlssion ls required by Beatlion
130,589 (4), rlerids Htatutes to  notlfy artise of @n
sduinletratlive hearing ox judlalal reviev of m-fn!on orders tha
Is svallable under Sections 110,87 or 130.68, Florlds Statutes
well aw the procsdures and s Llimlts thné apply. Thie
should not be oconetrusd to mean all reguests for an sdmini
hearing or judiolsl revisw will be geantsd or result in the rellet

sought.

Any pscty sdversely sffected by the comnlssion’s flnal sction
{n this matter may requesti 1) xeconsiderstion of the dealslon by
otion for raconsldaratlon with the Director, vivielon ot
Raporting within flfteen Lll] day®s of tha lesusnos of
in the form prssoribsd by Rule 23-22.060, rlocida

court in the of an slsctria, gas or telsphons utillity or the
flrst Dletelok Court of Appsal In the cams of a vater or sever
utllity by €l1ing a notlas of appesl with the Dirsctor, Divielon ot
Records and Reporting and €11ing a copy of the notlce ot npp--T.ud

g0

Llve Codej or :‘ judlelal reviev by the Florlda Buprems .

(SRS
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= A
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the £lling tee with the appropriste court. Thle filing must be
cosplated within thirty (30) dsys afcer the lesuance of thie erder,
pursuant to Rule #.110, Tlorids Rulas of clvil Procedurs. The
notlos of sppesl sust be In the tore spaclfied in Rule 9.900 (a),
riorida Rulsa of Appsllate Frocedure,

Advygd.

T 't
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ATTACHMBHT 1

LEAZ'S FROFQERD FINOINGE OF_TACT

PROSPECTIYVE _ENY!RONMENTAL BEGULATION (lssuss 2.) snd 41
1. Ale toxloa ragulatlon may ocour In 1998, TR 95 Linas 12-16]
We rejeot thie findlng se & prediction of A futurs svent thak may

or msy not ocour; It ls spsculstive. A Clnding of Caot bhe
mors 3-rlnlto.

2. Bag housss or flue gas sorubbers might be nesded to control afr
toxlos st Quif's affected gensrating unite. (TR #3 Lines 17-31)

We rejeot this finding ss a predictlon of a futurs svent that may
or may not cosurj Lt ls speculstlve, A flnding of (sot must be
mors detinlte,

3. Plus ges scrubbing st Qulf's affected gensrating unlts oould
also remove sullfur dloxlds and other pollutants. [TR ¥8 Lins 2-8)

reject this finding becauss It ls not based on talr Infsrances
the recexd. Thlé wsentence ls not epeclflo sbout the
logy of tlus ges sorubblng at Gulf's aCfeoted genarating
..I not epsci{flo about wvhich “other pollutants.™ For

sorubber technologles may Inoresss €O,

exanple, lons. [TR
198, Lines #-10)

&, Installatlon of flus gaw sorubbers akt Gulf's affected geanerating
unlts to contral sulfur dloxlde could also halp dulf aomply with
prospective air toxlos regulations. (TR 96 Linse 2-14)

Ha OWIE‘ this tinding Ln part and rejeat it In part. Tha vitness
sald (a)nd if tha tances that arae ragulated h{ the
regulations can bes contr by scgubbera, that would be tru

[TR 96 Lines 12-14] It le epsculative that sir rowles ullftbo

r
o
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reguiated and the Adswign ¢ |
prospaotiva regulatory requizase

wlled sorubber will meat the

4. The cost of a scrubber to rewsiw slr toxjee st tha Crist plant
vould cost about th me a4 & wccubber that vould slss remove
sulfur dloxide (dual wee). [TR <41 Lines 5-11}

We sacospt and Incorporate this firding.

6. Gulf ham not Investigated the purchsse of "purchass qptlom"' feox
the Inatallatlon of pollution ceontrol technology at .
genstating units to aopa vith poesible alr toxlos requiations. [TR
#6 Line 1% te TR 97 l.rn- 18)

Wa rejaat this finding as Immatecial and speculative, since Federal
ragulatlona for alr tox'os are not flnallsed, (TR 496 Lines #-13)

BUEFICIENCY OF ANALYA1S & HETHOOCLOOY (lasusa 2-3. B-1d. 14, 181

7. Gulf did not spealitically evaluate the cost-sffectivensss of
snecgy sfflolency and consscvatlion for pucposss of Clean Alr Act
planning. (TR 97 Llne 16 ko TR 97 Line 3)

We r-;-ut this findl The vitness asald "Wa don't do a stud
-Y-nl feally from the #rea of Clesn Alr Cosplisnos. In our nnrnr
plan that ve do uur year, va do an annual plan to determins what
our genscating capaclty needs sre, sur Integrated rescurce plan, at
Gulf Powsr Company, and thst ls Integeated Inte the Bouthern
Elactrio system plan. At Gulf Povar Company, Iln the developmant of
our loads and ands that we're golng to have in the futurs, thase
willl be dons an Integral part of our overall plan,
conmsrvation progr that ve hava vill bacoms

of that to determine hov much load wq aatuslly
78 Linss 11-22) o

8. Gull‘es customsra’ Implensntation of demand-wide messures, in snd
of itaslf, doas not produce sulfur dloxide or nltrogen oxldes. (TR
100 Linas 13-23) ;

We accept and Incotporsta this finding.
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9. Qulf d1d not Cactor Clsan Alr Aot avolded mllovanoe costs In
caloulating the cost-effective of sxlatlng mnd potentisl
conssrvatlon or demand-side prograss. (TRh 103, Linea 10-3%; TR 10%
Linew 4-113)

We rejact thie finding bscauss It J& not bassd on falr Infecences
fros the record. UtLlity system planning luplleitly Includes
existing snd potentlal conssrvation and desand-slds | rograme. [TR
92, ¥, 121, 1212)

10. Gult'e €l1lng n thls dooket ls bawed gn Lts 1993 “Integrated
resource plsn,” although lte 199) "Integrated resource plan® le
complete. (TR 108 Line 13 to TR 104 Line 3}

Ve rejsot this tinding as Irrelevant and lwmaterial to our » roval
Alr Aot cempllsncs plan. Even 1f this
tanpe ls rejsoted becsuss It ls not besed on

gor takan whole, It .
mlsresprs ablility to incorporste the 1%%)
lnko::-tud resouroe plan results = ssunptlons Into t [

In thle dogkat. Although Oulf's filing In thls dockst
bassd on lte 1993 "Integrated resouros plan® and that the witn
testliflad that the 199) Integrated resscurcs plan ls nov cosplete,
the witness alsc stated that Lt "wae not complats at the tine this
updats vas flled.” |TA 108, Line 1-2)

11, Gult csn retire affected units ae a masns to comply with the
m“? Alr Aok, ([TR-108 Line # to TR-109 Line &)

He I;)td! thie cinding bacau not bamed on falr Infavances
fros the cecord. The witn mtated *{l}jt hse to bs & cosk-
justificatlon for doing that." (TR 109 Lines 8-6)

12, Gulf can use the reducsd utllizstion of affeckted q.nonl:.lng
unlte as » ans to cosply vith the Clesn Alr Act. (TR 103 Line #
to TR-1 Line 28]

He rejeot thls finding bacsu it le not based on falr Interencas
from the ceoocd, The wikns stated “(1)t has to bs & cost-
justiticstion for dolng that.® (TA 109 Lines 8-4]
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13, Guif's analymis of tha reficad utllizatlon provialons of thd™
Clean Alr Aot s not coszlete. (TH 114 Line 23 to TR-11% Line ¢}

We moocept snd Incorgorsts this firding.

14, Gulf dld not avaluste dewnnd-sids program optiona othar than
thoss Included In Gulf n atad gemoutcs pIAN™ am part of the
clean Alr Aot complisnce glanning.. (TR 121 Lire 24 to TR-132 Lins
11) .

We socept and Incorporats thie finiing.

1
18, Oulf is evalusting the Claesn Alr Act cosplisnce potential
assooisted with additlonsl demand elde suras  and new
tachnologles msuch as asdvanced e mans t with varleble
prioing, thermal atorags, heat plpes and high-sttlolanoy 1ighting.
(X 1 page 14]

We acospt and incorporsts this tinding.

16, Qulf's sxisting conssrvatlon and demand-slde programs provide
avolded Clasn Alr Act sulfur dloxide allowance bansfits. (Reguest
for Admisslon 30] TR 128) °

Me aocept in part and reject LIn part thle llndlng. ault Fover's
answer to Requeat for Adsimelon 30 is “Adaltted that oult's
sxlsting conservatlon program oted to provids soss avelded
502 allovancs benetite.” [EX 3] Ad ion 30 doas not includs the
vorda "and desand-alde*. We accept and Incorporata this finding LC
the finding le Gulf's responss to Reguest fox Adalaslon 10 and
rejsot the findlng If the worda “and damand-ulda® ars Inocludad.

17. On October 17, 1#92, Gulf tlled Cor comalgmlon spproval of a
propossd « llhnt.lol advanced vater hssting program, a propossd
resldential hig HVAC ilpmant upgrads progras, snd &
proposed resldentlsl celling insulstlion progr
Janusty 11, 1993, Gulf withdrev the progras fllings. [Raquest for
Adsl.lllono 2%, 16) TR 138]) :

We accept and Incorporate this indlng.
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; 18, Qulf has avaluated potentinl consarvation or damand-nlde futurw event that may or way not scour. s"
7 programe that oould provide avolded Clean Alr Aot sulfur dloxide 1
sllowance benefits, [Reguest for Admlselon 31) TR 128]
PROSEECTIVE ENVIROWMENTAL SEGULLL I0H (Iszves 8.6.10.11.12.141
We sacept In part and ve & Ln part thie finding. pumiaslon 31

' 4i¢ not Inoluds the phrass “or vd-mide”. We wmoospt and 213. Oulf doss not have s meroiry contant spacifiostion In ite
inocrparate this cinding 1t the ph oluded and exlating coal contract. [TR 13¢ Lines 13-17)
reject this tinding if the phrase noluded.

4 We tajact this rinding. lithn\.ih the stacemsnt by itaslf is

g factunlly corvect, it is jwmateria and irrslevant to our spproval
38. ault's Clasn Alr Aot complisncs planning evalustsd ansegy or denial of Gult's Clesn Alr Aot cosplisnce plen. Mr toxlos
conssrvation A demsand-slde measurss (rom an snarg standpolnt and reyulations have not baen promulgatad by rlorlde or the ZPA. |

: not trom m demand (capaclty) = ndpoint. [TR 496 Line 11 to TR #7 .

Line 3]

k 24, The highar the marcury contant of the ooal, ths greast H
We tejest this finding becsuse it ls not based on falr Infsrences aslssions of mercury from the pover plant. ([TR ‘119 LI:.:.:.I(-:;'Q.
trom the record, Gulf's systes planning pro iw based upon load

ae which asddrssa ansrgy oconssrvation nd  demand-» we rejeot this finding am jmmatecial and Irrelevant to our spproval
1 ures, Thersfors, Cl\lt?j conesrvation and damand-»i or danlal of Gule's Clean Alr Aot cosplianos plan. Haroury
incorporated Inte Oulf'a alean Alr Aot complisnce plan vl regulations have not besn promulgatsd by the EPA or Flocrlds,

' +4 on Gulf's systes planning process. (TR »1, 98)

t : 38, Gult did not svaluste spsolficstion of ths meronry content of
30. A cosbination approach which includes burning natursl ges, tuel aw a potential meens of compliance with prospeotive alr toxlce

H purchasing allowancas, oost-affective demand-slds wmessures, regulstions, Inocluding weroury. (TR 130 Lines 11-16)

5 pucch: ing olesn pover, and sorubbing ls & way to avold the rleke

H ssscclatad vith any ons compllance stratagy. (TR 439 Lines 4-9]

We rsjsct this finding am spaculative, Issaterisl, snd lrralavant
Ws tejsct this tindlng. Ths witness' opinion le over-sisplistlo. to our approval or denlal of Gult's Clean Alc Aot compliance plan.
1t the optlon he suggesks ars not cost-sffeotlive, the ratapayesrs Hercury and alr toxlca regulations have not baen promulgated by the

k- tsce the rlek of higher ra . 2 £PA or Flocida.

t ' .

g 21, The reduced utilisatlon provislons of tha Clean Alr Act have 26, Gulf dld not provide an nlr toxice sensjtivity analysls In ite

3 impllcations for Fhaass 1 compliance. [EX L pagse 81) . tlling in thls docket. (Tm 494, Li 0-23)

H . ;!

24 We soospk and Incorporate this tinding. We teject this finding ae -r-pnlnt(v-. immatsrial, and lerelevant

: £ . to cur approval or dsnlal of dulf's Clean Alr Aot complla 1an.

3 23. Inm 199 gulf and Bouthern's sconomic dlspateh will Inolude th Alr toxlcs regulations have not besn prosulgatad by Florlda or the

Ll & cost of gonaumsling emlisslon allovancas se the compenles deters EPA. .

1 ths lesst-coet mathod of diepstoching unlte to sscve load. [EX 1

R N page 48]

} 17. Even It the Environmental Protsotion Age doss not ragulate
e rajeot this tinding es spsculative and ss & prediction u} ] alr toxics, tha Btate of Florida ocan regulat hem. [TR 494 Line
i
H ]
H
]
: o '
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We reject this tinding becauss de=iplng publio interest s a lagsl

21 to TR-43% Llins 3)
sonclusion rathar than a finding of fack.

i We rejsct this tindlng as spaculativa, Imsatarial, and lrrelavent
% to our spprovsl oc denial of Gult's Clesn Alr Ant compllance plan.
::: toxios ragulatlions have not baen promulgatad by Florids or the 34. 1f Guif can attaln Clean Alr Act compliance st the mama price
Ny J or laga than supply-side altarnatives, anecqy afticlenoy sa & Clean
o Ar Aot compllsnce optlon fs tn the “public Intsrest.® [TR 113
A 28, If Tlorlda ragulates alr toxlos, the rules vould sp, Iy to Gulf Lines 3-8]
by 1996, [TR 495 Lines 11-24) Wa tejest this finding as spsculative and lcrelsvant. This I a
wubjsot for the conmsrvatlon Cosle docket. Alwn, datining publio

Yo rojeot this Flndlng e spsoulative, lmmatarial and Irralevant.
toxlos regulations have not basn promulgated by rlorida oc the intacest is & legal conolusien rather than & tinding of Euaty

r
UL 15. Tha "public intersst® ot Fleridisns ls brosder than slspl
cheap electriolty for Gulf'as custemers. (TR 460 Linw 14 ko Tn-ilx

Line 1)

fon limlte and
Line #; B2X L Me rejsct thls findlng bedauss defining publlo Intsrest la a legal
concluslon rather than a flndlng of faot.

29, Florlda {e svalusting meroury sle pollutlion w
alr tosioe regulstions. (TR 493 Line 21 to TA-

pags 7]

We acospt snd Incorporste thie finding.

30. Federal regulations for alr toxlas arse nat flnalleed. (TR 496
Lines 9-11] .

Wa scoept and Incorporats thle finding.

31. Gulf refers ta “"lov sulfur coal® as coal ulth s sulfur
plrﬂfnt.‘. of .73 to 1.49%. (TR 130 Line 23 to TR-131 Lins 2]

]

]

I:, We scoept and Incorporate thls tindlng.

l REFINITION OF "PUSLIC IMTEREST® (lssuss 14 sod 131
33. The "publio intarest® (ncludes consjdaration of whather thas 8
coal la domsstie or lsported. (TR 131 Line 13 to TR 133 Line 18)

L Wa reject this tinding becausa dstining publio Intsrest fa & lagal
concluslon rathar than a finding of fack.

33, Clean slr le In the "publlo Intere " (TR 1213 Lineas l-l:rl
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