
TO: 

FLORIDA PUBLIC SERVICE COMMISSION 
Capital Circle Office Center • 254 0 Shumard Oak Boulevard 

Tallahassee, Florida 32399 - 0850 

August 1, 1996 

FROM: 

DIRECTOR, DIVISION OF RECORDS AND REPORTING (BAYO)~ ~ 

DIVISION OF ELECTRI C & GAS (BASS~~--~~ WHEELER) ~AP~7 

RE: 

J\GENDA: 

DIVISION OF LEGAL SERVICES (JOHNSON) 1/ ~') )If/ Q~,> • / t 
DIVISION OF AUDITING & FINANCIAL ANALYSIS (HIC'KS, LEE~ ft· 
MAUREY, REVEL 9ft:. ROMW- J 7 AfC_ txr{ 
DOCKET NO. 9,06 88 - EI - TAMPA ELECTRIC COMPANY - PETITI011f lltJ'I. 
FOR APPROVAL OF CERTAIN ENVIRONMENTAL COMPLIANCE f" 

ACTIVITIES FOR PURPOSES OF COST RECOVERY 

AUGUST 13, 1996 - REGULAR AGENDA - PROPOSED AGENCY ACTION 
- INTERESTED PERSONS MAY PARTICIPATE 

CRITICAL DATES: NONE 

SPECIAL I NSTRUCTIONS: S:\PSC\EAG\WP\9606 88BI. RCM 

CASE BACKORO!JNI) 

On t-la y 31 , 1996 , Tampa Electdc Company (TECO) filed o 

petitlon for approval of certa1 n environmental compliance 

activities fo r purposes of cost r~covery through the Env ironmental 

Cost Recovery Cla use (ECRCI pursuant to Sect 1on 366.8255, Fl or1do 

Statutes . In its petition , TECO 1equested that an env1 ronrnentul 

cost r ecovery factor be C3tablis hod (or the Octobc1· 1996 ti.rough 

t<larch 1997 billi ng period in order to recover env ironr.1encal 

compli ance contB f or the June 1996 through r~arch 1997 projeclion 
Ju•r ltul 
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DOCKET NO. 960688 - EI 
DATE: August l, 19 96 

PISCUSS ION Of ISSUES 

ISSUE 1: Tampa Electric Company has t-equcoted to r c cov-:: 
$2,788 , 832 (jurisdictional. adjusted for taxes) thro ugh th" 
Environmental Cost Recovery Clause for three cnv i r o nrnr•11t .• 1 

c ompliance activities. Are these c ompl i anc e c oo Ls appro pr i a te l : 
reco very thro ugh the Envi ronmental Cost Recove ry Clause? 

RECOMMENPATION : Yes . Tampa Electric Company' o proj (• <' t .. d 
e nvironmen t a l compliance coo to for the period June 1996 tht ough 
Marc h 1 997 totalling $2,788 , 832 (jurisdictional, ad j usted f 1 

taxeR) are appropriate for recove ry through the P.nvtro nme ntal Cos • 
Reco very Clause . (Tew, Breman ) 

STAPP ANALYSIS : Tampa Electrl C Company (TECO) has pet1 t1oned t ~ 

recover $2,788,83 2 relating to three d i [fere nt enviro nmen tal 
compliance a c tivities. StaCC recommends that Lhe CommisslOt• 
approve TECO ' s request because these env i r onmenta l compl Hlnc .. 
act1v1ti es appear to meet the c riteria determine d by the Commisoi n r. 
in Order No. PSC-94 -0041\ -F'OF- EI as a baoio for allowing t:out 
recovery through the Env ironmental Cost Recovery Fac t o r : 

1. The costs we r r p rudently inc utt c d afLc t 
t\pril 13, 1993 ; 

2. The act i v ity is lega lly r e qu 1red to 
comply with " government al ly tmporH'd 
e nviro nme nt.• ! r• ·gulaLt o n e nac t e d, 
became cffccLtv•• , o r whouc e ff ect wall 
triggered af te r t he conpany' s last tes t 
year upon whi c h r£ttes are based; and 

3. The c os t:s are note r e c o vered thro ugh 
some o ther coot r ecov e ry mecha nism o r 
through base rates . 

On May 20 , 1996, th~ Comm t ss i o n i ssue d Orde r No . PSC- 96 -
0670 ·5 - EJ appro ving a 6tipulatJon t:ha L r esolve d t:hc iosueu 
regarding Tampa Ele ctric Company' s o ve rearnings and the disposi Lio n 
of those overearnings for the p e ri od 1995 Lhrough 19 98 . As pa rt 0 1 

that stl.pulation, TECO agreed not to use the var ious rt"cOVPt y 
clauses to recover capital iLf'ma Lh<.1L no rmnlly woul d u<• r<•c-nv .. r. •d 
thro ugh base rates. Howe ve r. TECO wo uld b ,, all o we d t o t·ec o vc t iltl 

pt ~dPnt expendi t ures assoc1atcd with comp l1 ance with e nvi r onmenca. 
l aws and regulations through the enviro nme n t al cost recov~r; 

clause. TECO furthe r a g r e ed that, du ring the term of Lh•· 
s tipulation, the environ menLill cos t recovery c liluse would no t l.,. . 

used to r ecove r any of t he coo ts Incu rred re l a tt v c Lo Polk i w· 1 
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DOCKET NO. 960688-E J 
DATE: Au gu s t l , 19 9 6 

S t ation , e xcept costs at tributable to c hanges 1 n envt t onmuntal .Jws 
o r regulat i o ns o r a n y c hang e i n the application or en f orc~m~nL 
t he r eof occurring afte r Oc t ob e r 15 , 1996 . The th r ee env ironr:v~nta : 
complia nce a cti vitic o inc l uded i n TECO ' s pet ition do not tn ··lu<.le 
e nvi r o nme nta l cos" S associat ed with t h e Po l k Power Station . 

The three e nv i r onmental compl1a nce acti v it lea 1nclud ·rl ~r. 
TECO' s petition are s ho wn i n Attachme n t I . The f 1 roL pag•· of 
At t a c hment I sho ws t he revenue requireme nts resu 1 t 1ng from C<~ f '' .• 1 
and O&M e xpenditures f o r each a c t i v i t y. The second page nho·,m •h·· 
calcu lat i on of the Enviro nme nta l Cos t RecOVl' r·y Facto r . Tlo•·sc­
e nviro nmental compliance act1viLies : equi r e the utllity to !~cL ~ 

e xpe nses that compl y wi t h the statu t o ry mandatco o t sp-· :?~ 
366 .8255 , Fl o r i da Sta t utes . A br ic( d e scription o f e<~ch o ! ·n·· 
e nviro nmental compl iance activities follows. 

Big Bend Unit 3 Flue Gao Deoulfuri zation l n tegratiO!I 

This p ro ject a llo.,., s for s c rubb1 ng of the flue gas t ro:n 
Big Bend Uni t 3 by tak i ng a d •J.Jn t a g e o f t he e xint ing Big Oend Un!t 
4 Flue Gas Desul fu riza t ion u ystem capa l' i 1 i t i es . Tl11 u pru J "Ct 
inc ludes capital costs f o r mo d ificat ions to the e x iaung llig O"!nd 
Unit 4 s ystem as we ll ao oporatio n and mai nte na nc ,• couts . TECO 
r e quests a pproval to r ecover a total o f 52 . 079 . 2 !>7 (jurisdicLional) 
for t h is p r o j e c t for the curr ent proJection period. Tills t 1 a! 
i nc ludes $922 , 5 4 1 i n c api tal cos ts and 51 , 156 , 716 1n O&r~ e xpenj •"s. 

This project satisftes the requirements 0 1 b Lll Ph·.•~ : 
a nd Phase II of t he Cl e .tn Air /\ct Amendments o f 1990 !C/\N1 1. .::.-~ 

h~d p r e v iously chosen f ue l bl e nding wi th lower sulfur coal as the 
most cost e ffe c t ive option fo r Pha se I compl iancP dnd had 
a n tic ipa t ed t he need f or a n e w flue g as dcsu!furi z at1 0 n s yst em on 
Bi g Be nd Unit 3 by the y<.·nr 2000 f o r Pilaae 11 <'<Jmpl i ance . Based o n 
T£CO ' a s ys t e m r evenue r equiremen t ana lysts, implem·~nti ng Lhe 
intagration pro ject 1n 1995 compa r ed to delay tng th 1s tnccgrdL .• n 
r esulta in a net sav i ng s o( 53 ~ . 2 millio n (in 199 4 dolla r rJ). Flu n• d 
o r. rev i e w o f this ana l ys i s, staff bel ieve s this p rojec t 1s a e~st 
e Cfect i ve al te rnativ e for compliance wnh the CAAII . Fln.Jlly, :'E: 
ma1 nt a i na tha t the costa of :his project a re noL presen :y 
recovered i n b a s e r ates or a ny ot he r cost recovery mechan1 s:-.. 
Staff has concerns about the double recovery of some 1tems 1n t : .• s 
int~gration proj e ct. These concerns wi 11 be a ddressed by t h,. .Jud: · 
in the true·up period. 
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DOCKET NO. 960688-EI 
DATE: August 1, 1996 

Big Bend Units 1 & 2 flue Gas Condltioning 

TECO requests recovery of $634,802 (jurisdictton.Jll tr. 
the current projection period, including $56 4, 602 in capital costr, 

and $70 , 200 in O&t<l e xpenses, foe the project eutitled B1g Bcnr. 
Units 1 & 2 Flue Gas Condit ioning . This project is also neccsoaz·y 

to meet requirements of the C/~. In order to meet the SO 
em~ssions reductions called f o r by the Cl\AA, TECO chose fu<·l 
blending with lo•.o~ sulfur coals a s the most cost e f fecttve oplion .or 
Big Bend Units 1 & 2. Since the an<~ lysis s uppot·ted thf' conr 1nu·'d 
use ot low sulfur fuel blt>nding .:tt Untlo 1 t. 2, TECO had to 
consider alternatives fo1 correcti ng the result1ng loss of 
<!Ct 1cicncy o f the current pt·.:c ipitators in the remo val of flyash 

from the e xhaust gases. Th is loss in precipitator efficiency in 
due to the different fly ash cha racteristics of various lowez 
sul fur coals compared to the l1igher sulfur coals for whicl1 the 
precipitators were originally designed. After cons1dering both the 
costs and the impacts of t he altctnati~es of installing bag houses , 
larger electrostatic precipitator~. and flue gas conditioning, TECO 
chose flue gas conditioning at Big Bend Units 1 & 2 aR thr motH 

cost effective and rel i able o pti o n for compliance . AccoJ<.lJng to 
TECO, the costs of this prOJec t .11 e not presently z·ecovered 1n base 
1ntf'n o r thro ugl1 any other coot recovery mechanism . 

pig Bend UniL 1 COntiouou ·1 Emissl ons Mon1to ong Instal!.;~q on 

Ao a result o f the Ci'Vv\. stricter requircmenttJ were 
l!nposed concerning Continuous Emisst o ns M>nitoring systems (CEI~ sl 

1n 40 CF'R 75. TECO undertook the pzoject entitled Big Bend Unit .; 
CEM lnst.allation to meet the more ott ingent requirements. Big Bend 
Unit 4 was consi d e r ed a Phase I I boilet~; t.herefore, these new 

requirements had LObe met by January 1, 19~~- In response to a 
staff interrogatory, TECO malntatns that modtfication o~ th~ 

exist1ng system was impractical du~> to th•• upectfici ty ot the 
requirements and that the installed s yste m woJ u the o nly one the 
company believed could be installed .111d cettt!ied 10 time to mPeL 
these regulations. Therefo re, TECO contendu that the company had 
no other options by which to compiH" the pt udencc of the p: oject 
chosen. 

TECO is rcquest1nq tee< vt·•~· >t $72.•152 (J ut· tsdt ctton.-.ll 
10 th" cur rent ptoject 10 n !•'-'' tod wlu d1 ..-onsista solely of c.•ptta l 
cou ts. These capital cout s 1nc: tdc tht! costs of materi alo and 
subcontracted serviceo. S1nc~ 0 ' M cos ts ! or the old CEM system 
arc already included in base rates ..tnd the 0&1~ roots for l h<' 1ww 
s ystem are e xpected to be sim1lar, TE•~CI i o not t·•·queot ing l t·c·ov•· • ~­
of any increm,..ntal 0 &1•1 expf'll,l•'tl t ht •uqh the El'HC. The net book 
valll•' ~( tht• CEMs th.lt th•·uc n.:w CE~I:::; replaced Hl currently be1ng 

·• .. 



DOCKET NO. 960688 - EI 
DATE: August 1. 1996 

recovered th rough base rates and is shown as a deduct1on from the 
net 1nvestment for this new CEM prOJect . The costs o[ thr new CE~ 
project are not presently recovered i n baoe rateo or through ~ny 
other cost re..:overy mechan1om. 

liQ, Emi sa ion Allowances 

TECO i nadvertent.:ly omitted so, Emission /dlowanCe!> 1n ltD 
petition fo r recovery o! environmental compliance costs. TECO is 
l'llll"ntly r ecovering then!:' coott1 ,md revenues thtough the Fuel and 
l'utdltlOCti Power Cost Rccovt• ly {')lUll<'. Accotrilll'J 1 0 O!d<'r t:o. PSr 

95·04 50- FOF·El, these costs uhould be removed (: om tlw f u .. l cl ... u:.;·· 
and placed in the Environmental Cost Recovet y Cl ause upon d 

company's participation in the Environment al Coat R•·C:O''CLY Cl<n:se 
The parties ag r eed that instead of submi tl i :1g a r •'V uwd fill ng t -:. 
correct t h is oversight, TECO w1 1l include so. EmiiHll On /lll owances 
in 1ts next projection !11 ing for the Apn l l!i9'/ through Sept embe: 
1997 peri o d. At that time , TECO will dloo remov1• tlno 1tem fl om 
the Fuel a nd Purchase d Power Cost Recovery Cl auut·. 
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DOCKET NO. ~~0688- El 

DATE: August l. 1996 

I SSUE 2: Hhat ore the appro pn.nc Envu;onmental Cost R"cov.·r·,­
F'actors for the period October 1996 thro ugh March 1~9'1 f o r ,., ,.~. 

rate group; 

RECOMMENDATION: The appl opnvte Env1ronmcnt al Cost 
Factors f o r the per1od October 1996 through March 1997 
riltP group arc as followG : 

Rate Class Factor (c ento p er kWh) 

RS, R~T O.Nl 

GS , GST , TS 0. 0 41 

GSD, GSDT 0. 0 •11 

GSLD , GSLDT, SBF o.or.o 

lSl , ISTl, SBI 1, SBJT1 . O.GJ9 
ISJ, lST3 , SBI3 , SBIT3 

SL . OL 0 . 01\ l 

Recov~·: 'i 
~0 1 4 ... ..-lC!. 

STAFF ANALYSIS : These Environm(!ntal Cost Rf'COVf'I' Y Facto:-:; we!,, 
ca lculated for the October l996'through Marc h 1 997 recovery 
period based on TECO's proJected sales fo1 t he pe1 1od October 
1996 through March 1997 and TECO ' a projected coot data f a t th•• 
period June 1996 through Marc h 1997. The Env1 r o nm.;ntal Cost 
Recovery Factors that are app r oved by the ClmmlOOlon in thlo 
docke t will b e r e flected 1n the upcom1ng bianrJU.ll Enviro nmentdl 
Cost Recove ry Clause hear 1ng o n /\ugust 2 ! . 19')1, Page 2 of 
Attac hment ! shows the cal r·ulil t ion o f the f.• c t 0 1 n ohown ;~bov. •. 

,, 



DOCKET NO. 960668-EJ 
DATE: August l, 1996 

ISSUE 3: What should be the effect ive date 0f the new 
Environmental Cost Recovery Factor s for b1ll1ng purposes? 

RECOH!iENl)ATION: The f actor sho uld b e efft•ct 1ve begwn 1ng w1 Lh 
the s pecified enviro nmental cost recovery cycle a nd thcrcafL~r 
for the pe rio d October 1996 thro ugh M<~rch 19"1'/ . Billing c yc l eu 
may start b e for e October 1. 1996, a nd the laut cycl e may h._. n:.>d 

a fter March 31 , 1997. so t:hat each cust:omer 1s b1lled f o1 u1x 
mcnths r egardless of when the adjustment factor became .. t f ect1·.•·· 
( lo.'heeler ) 

STAPF ANALYSIS: TECO s ho u l d be allowed Lo I CCover dollt110 apen· 
o n the e nviro nme ntal complianco activi ties approved 1n thin 
docket during the p e riod of OcLobc r 1 996 through Marc h l997. 
TECO has requested that the Cornmisai on handle the on-going 
adminlstration of the Environmental Cost Recovery ClausP in :.h•· 
biannual hearings established for that purpose and held 1n 
conjunction with the biannua l fuel hearings aa 10 done fo1 Gulf 
Power Company and Florida Power .rnd Light Company , At t.lrc 
upcomi ng biannual hear i ng o n AuguuL 29 . 1996 , the Env!ronm~rlLal 
Cost necovery Fac toro r eflected in the final o rder of Lhln t!ockc•L 
will be readdressed as TECO wil l be r ecognized ,ao a partic1panL 
1n those biannual he<~ rings from thilt po1nt on. The c ycle of 
true - ups and projections should continue on a s~ x month cycl•' 
with hearings held J.n conjunctJ.on with the fuel Jdjustm•-'nl 
hearings. TECO has c hosen o si x - month r ccov .. J y peri od ••l tlas 
time, but i f TECO or the Comm1snion wish e!l LO move t o annual 
.:nvirOIIIIlt! llt <d cout r ecovery hea ringo in the lu tun! , TECO m.1y thu n 
request au annual recovery period. 
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DOCKET NO. 960688-EI 
DATE: Augu s t 1, 1996 

ISSUE 4 : What are tlte appropriate we1 ghted 1 a teo o f n·tut n ~ o : 
the recovery of capita l 1nvestment costs? 

RECOMMI!!NPATION: The appropnale we1ght ed !al e o f r etUIII t o t th.­
debt component is 2.82\ . The .lppropriate we1ghted rat e o f t Pt1..:1. 

for t he equity compor1ent is 8.82\. (Maureyl 

STAPP ANALYSI S : The recommended returns are reported on : 1 1 J­

month average , FPSC adjust ed bas1s consistent with the co~p1t .ll 

structure appr oved in Tampa Elect ric's last t ate case 1n Otdc ~ 

Nos. PSC- 93-0165-FOF · EI and PSC-93·0664 -FOF·El ThE debt 
compor !!nt: r eturn t:"ccornmcnded by Staff is the same as tit•• r .. Lun. 
proposed by Tampa Elcctt:"ic and iu based on t he cost raLc:1 
approved in Order No. PSC-93 - 0165 - FOF · El. The equity component 
return recommended by Staff is the same a s the re turn proposed by 

Tampa Electric and is based on the a llowed r eturn on equtly o f 
11 . 75\ approved in Orde r No. PSC-9 5-058:>- FOF El and the cout r.• ~·· 

for prefe r·red stock approved 111 Order No. PSC -93-0165 - FOF FI. 
The met hodology T<tmpa Electric uo•~d to cal cu late t:he compc.n••nt 
t:"eturns io consistent with the me t hodology rhc Commioo1on 
approved i n Order No . PSC-94-001\4 - FOF· El in Gul t Power Co:r:ptlny' s 
pe titi on (or its Environmental C~sl Recovery Fac tor in Docket No. 
930613-EI. 
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DOCKET NO. 960688- EI 
DATE: August 1, 1996 

ISSUE 5: How should the ne "•l y proposed e nv 1 r o nme n tal costs b'-' 
allocated to the rate clanses ? 

RECOMMENDATION: The newly pt·oposed e nviro nme ntal ccatu ohould 
be allocated t o t he r ate c lasses on a n energy oasis. ( Wh~cler) 

STAPF ANALYSIS: The Lhree newl y proposed envJ l·onmt• nLa l 
compl1ance activities are necessary to ensure compliance Wlth Lll•· 
CIV\A . The Commi ssion han directed i n Order No . PSC-94 · 0044 r OF 
El Lhat all costs required for compl i ancP wi Lh the CIIM Bh .. d 1 I ••' 
allocated to the ratl' claooes o n dn t:net g y (per k i lo'".ILL hLU! 

ba111 a. 



POCKF:T NO. 960688 - EI 
0/\TE: ;,ugusL 1, 1996 

ISSUE 6: Should the Commission provide thaL t.he Lime for 
requesting a Section 1.20 . 57 hcaring be 14 days from the i OIHlctnc··· 
of the notice of proposed agency a ct1on? 

RECOMMENDATION: Yes, in otde t LO ensure thaL TECO's 
Environmental Cost Recovery F'act.ors are approved at t.he upcom111g 
ECRC hearing and will be lmplemcnted for the upcoming cost 
lCCO\'ery period, the CommlSGJon should allow 14 days, rathPr thvn 
che customary 21 days , for the protest period. !Johnson) 

STbFF ANALYSIS: Pursuant LO Rule 25·22.029(4). Florida 
J1drninistrative Code, any person whose subSUlnLial Interest s 11 ,. 

affected by the proposed agency action hds 21 days to file • 
request for a section 120.57 hearing. For good cause sh.:>wn. tl.o• 
Commission may provide t he t.tme for requeat1ng a section 1~0.')1 

hearing shall be 1 4 days from issuance of Lhe noL1ce. 

In thls instance, 1( TECO'o request fot r ecovery of 
environmen tal compliance activities t:hr.:>ugh t.he Environmental 
Cost Recovery Clause is approved , Lhc resul Ling (actors wi 11 lw 
1ncl uded at the upcoming [uel/ECRC hearing. The fuel/ECHC 
ll•·aring will be held on Augu nt. 29. 1996 wh1ch io 16 days afu·r 
\.he agenda con t erence to conn 1dcr t.lns recomrnendat. ion. 
Therefore, at.aff requests that the protest pe t iod be sho rLenf·d l. v 
1 ~ days so that the order approv1ng TECO's recovery o! costs 
through the ECRC and che company's partic1pat1on in the ECRC 
docket wt ll become final, if no protest is · tmcly filed, pno t LO 
'lhc fuel/ECRC lte.:trtng. 
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DATE: August 1 • 1996 

I S SUE 7 : Should thll> docket b1• dooed? 

RECOMMENDATION : lf Issu e 6 Hl appro ved, th i s docket shou ld : .. 

c losed within 1~ days o f the issuance o f th1o Order if n~ t1mcly 

protests arc filed. However, i ( I soue 6 is 110t approved. thl s 

docket sho uld be closed w•thin 2 1 days o f tl1e 1ssuancc of Lltt u 

Order i f no timel y protests ar<! [ 1led . (Johnso n) 

STAF F ANALYSIS: If no subst.anti ,t ll y a t !ected perwm fll<'H t1 

im,.l y . equcot ( o r a SccLlOil 120 .',7 , Flortda Statutco, hl)anng, 

no further act i o n wll l be rcqu1n•d , and th1u docket uhould '" 
cloned. 

• l 1 



Tampa Electric Company 
Environmental Cost Recovery Clause 

CalculatJon of the ProJected Penod Amount 
June 1996 to March 1997 

Jurisdictional Revenue Requirements for the projected period: 

O&M Activities 
Big Bend Unit 3 Flue Gas Desulfunzation Integration 
Big Bend Units 1 & 2 Flue Gas Co:-1d1honing 
Big Bend UOII 4 Contmuous Em1ss1ons Monitoring lnslallataon 

Total Projected O&M Activities 

Capital Projects 
..., Big Bend Unit 3 Flue Gas Desulfunzation Integration 

Big Bend Units 1 & 2 Flue Gas Condtllonmg 
B19 Bend Unit 4 Continuous Emiss1ons Monitoring lnstallauon 

Total Projected Capital Projects 

Total Junsd1ct10nal Revenue Requirement to be Recoveredi(Refunded) 
in the penod October 1996 · March 1997 

Total Projected Jurisdictional Amount Adjusted for Taxes 
(Jurisd. Rev. Req. x Revenue Tax Multiplier adjusted for gross receipts) 

Energy($) Demand($) Total($) 

1,156.716 
70.200 

0 
1 226 91 6 

922.541 
564,602 

72.452 
1.559.595 

2.786.511 

2,788,832 

0 
0 
0 
0 

0 
0 
0 
0 

0 

0 

1,156.71 6 
70.200 

0 
1.226,916 

922.541 
564,602 

72,452 
1,559,595 

2.786,511 

2,tBB&32 
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