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BEFORE TH E FLORIDA PUBLI C SERVICE . ·MM! SSION 

ln re: Env~ronmental Cost 
Racove ry Clause. 

DOCKET NO. ~70007-E l 

FILED: JULY 28 , 1' 97 

STAFF'S PREHF.ARING STATEMENT 

Pursuant t o Order No. PSC-97-0001 - PCO - EI, issued January 2. 
1997, the Staff of the Flor~da Public Serv1cc Ccmmission f1le P 1t s 
Prehearing Statement. 

a. all_Xnowo ~itnosses 

Sta:f has no witnesses at this time. 

b. All KoOWD Exhiblt8 

Composite exhibit regard1ng Tampa Elect ri c Compan1 cons1st1ng 
of FPSC Environmental Cost Recovery Audit Report - penod 
ending March 31, 1997, and correspondence dated July 14 , 1997, 
from Mr. Chronister, Tampa Electric Company• s Manager of 
Financial Reporting to Mr . Breman. FPSC staff. 

Composite exhibit regarding Gulf Powe r Company consistlng o f 
FPSC Environmental Cost Recovery Audit Report - period ending 
September 30, 199€, and correspondence dated February 2, 199S , 
from Mr. Stone repn.senting Gulf Power Company to Ms . Johnson , 
FPSC staff counsel. 

_ -C. Staff's Statement of Basic Position 

?) 

, 

Staff' s positions are prelim1nary and based on mater1als f i'ed 
by the part1es and on discovery . The preliminary positions 
are offered to assist the parties in preparing for t~P 

hearing. Staff's final positions wi ll be based upon a ll the 
evidence in the record and may diffe r fro m the pn!llmlnciiY 
positions stated herein. 

DO 1' ! , • .... : t 

fJ I b t. 7 JUL 2o :; 

FPSC-RECO~OSIREPOR TIHG 
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d. Staff's Positio n on the Issues 

Q9nerio lnvironmenta~ Colt Begoyery IIIU91 

ISSQI 1: What are the appropriate !1nal t•nvHonmentdl C.)S ' 

recove ry true-up amounts for the per1od end1no September 
30, 1996? 

STAFF : FPL : $69,606 overrecovery . 

GULF : S525 , 673 o verreco very. 

ISSQI lA ; What are the appropriate flnrll environmenLu! t(•st 
recovery true-up amounLs fo : Lhe per1od snd1ng Mar:h Jl, 
1997? 

STArr; TECO: $156,449 o verrecovery . 

ISSUI 2 ; What are the estimated environmental cost r ecov1·ry tclJt•­

up amounts for the period October 1996 through :,,-.pt t•rntwr 
1997? 

STAFf: FPL : No position at LhlS time pending rc~sulutt oll of u 
company-specifiC issue . 

GULF: $88,687 o verrecovery. 

I SSUI 2A: What are the estlmated env1ronmental cost recovery trut!­

up amount s for the per1od Apnl 1997 throuqr. :;••!t •·mt~o·r 

1997? 

STAI'l ; TECO: $843,546 underrecovery. 
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ISSUI 3 ; What are the total env1ronmentcJl cost recov -. ty ttU<'-llf' 
amounts to be col lected during the rt•tt )cf <k·touer 199 7 
t hrough September 199B. 

STArT ; fP~ : No posit1on at this t 1me pending resolut1on o 1 othe r 
issues. 

GULF: $61 4, 360 o verrecover}. 

ISSQI JAi What are the total env1ro nmenta l cost recovery t t 1e-up 
amoun ts to be collected du r1ng the pertod Ortober 1991 
t hrough March 1998 ? 

STAFf ; TECO : $687 , 097 ne t underrecovery. 

ISSQ'I 4 ; What ar e the appr0priate p r oJected env1 ronmental cost 
recovery amounts for the pertod Octob(!~ 1997 tht·ouqt. 
Septembe r 1998? 

STAJT: FPL : No posit1on at this ume pend1ng resolull on ot o~ 

company-sp~cific issue. 

GULF: No positi o n at. this time pend1nq t•~sc.lutton u t 
ot her issues . 

ISSUJ! 4A: What are the appropriate proJected env1ronmenta1 cost 
reco very amoun t s for the penod October 1997 LhJ 011qh 
March 1998? 

STAFf : TECO: $3,837,658. 

ISSUE 5 ; What should be the eff<.:.:u ve date o t the 1ww 
enviro nmental cost r ecovery factors for bi 1: 1ng pu t po:w:U 

STAFf : FPL : The fac t or should be effective beginntny wtth ttw 
specified environmental coK t recovery cycle dnd 
thereafter f o r the period October 1997 through Septcmbet 
1998. Billing cycles may start before October 1 , 1'197 , 
and the last c ycle ma}' be read after Septemb~r 30, l 'i9H , 
so that each customer is b1lled for twelve months 
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regardless o f when 
effective . 

the adJustment factor becdme 

GULF: The fa ctor should be effect ive beg1nn1ng w tt~ the 

specified env 1ronmental cost recovery cycle and 
th~reafter for the period OctobLr 1997 through Sept ember 
1998 . Billing c ycles ma y start before October 1, 1997 , 
and the last c ycle may be read dft er Septc·mbe • lO , I J98 , 

so that each customer i s bil1~d tor twelve months 
regardless o f when the adJustment facto r becam~ 

e ffective . 

TECO: The factor s hould be effective begtnntnq wtth the 
specified environmental cost recovery ~ycle and 
thereafter f or the peri'>d Octobe r 199'1 through Mar c h 
1998. Billing c ycles may s tar t be for<! October 1 , 1 ~97, 
and the last cycle may be read after Ma r c h 31 , 'G'I~, !lo 

that each customer is billed 'or slx months r~lJdr<.J.t !"s ol 
when the adjustment factor became effecttve . 

ISSUE 6: What depreciation rates should be used to d t•v!.'lop tl11· 

depreciation expense included in the totdl envtrunmentdl 
cost recovery t r ue-up amounts to be collected dur1ng the 
period beginn ing Oc tober 1997? 

STAFf; The depreciat ion rates used to calculate ~:1e dcprecldtion 
e xpense should be the rates that a r e 1n effect dur1ng th~ 
period the allow~d capi tal In vestment ts in se rv tce. 

ISSUE 7 : How should the newly proposed env .. ronment<ll costs b~ 

a llocated to the rate classes? 

STAFf: FPL: The O&M cos ts associated w1th substation pollution 
d ischarge prevention and r emoval should be d lloc<~teJ 

based on the non-coincident peak demands o f each class . 

GU LF: The costs of t he Above Ground Storage Tdnk 
Integrity Inspections and Secondary Conta1nmcnt UpqrJdt ~ 

should be allocated on a lOOt demand basJ~. 
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ISSUE 8 : What are the appropoate Envlronmental Cost Recovery 
Factors for the period beg1nn1ng 0Ct')be r 199"1 for ecH"h 
rate group? 

STAn': fPL: No positlcn at this time pending rc:.ol•1t.1on of d 

company-specific issue . 

GULF : No position at tills time pending r<~tioluuon o! 
other issues. 

TECO : 

Rat. Cla11 Envirorunantal Cost 
Recovery Factors 

¢/JtWB 

RS , RST . 054 

GS , GST , TS . OSt, 

GSD , GSDT . 054 

GSLD , GSLDT , SBF, SBFT . 053 

I Sl , I STl, SBil I I 53 , IS3T, SBI3 .052 

SL/OL . 05 4 

Company - Specific Bnyiroomental Coat S.coyary Itouae 

Florida Power & Light Company 

ISSUE 9 ; Should the CommlSSlOn approve Florida Power & L1ght 

Company ' s request for recovery of costs of the Substatton 
Pollutan t Discharge Prevention and Rem >vul Pro1ect 
through the Environmental Cost Recovery Clautic? 

STAFF: No position at this time pend1ng outstand1ng d1scovery. 
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ISSUE 9A: Has florida Power & Ligh t Company cotrcctly calculat~d 
the Return on Average Net lnvestmen· for eactl o f t. hr• 
projects? 

STAfF: No positlon pending evidence adduced dt hear1ng. 

Gylf Power Company 

ISStJg 10: 

STAI'l ; 

ISSUE lOA: 

STAI'f: 

ISSQE 108; 

STAFF; 

Should the Comrussion app r ove G•Jl f Power Company ' s 
r equest to recover the cost o l Above Ground St~ re~qe 

Tank Integrity Inspecti ons and St>c-ont1.11y 
Containment Upg rades through · tH~ Env 1 r o nment .ll 1 ·.,:.t 
Recovery Clause? 

No posit i on a .. this timP pending outstand1ng 
discove r y. 

Is it appropriate for Gulf Power to •·arn d rL"tu:n 
through the Envu:onmental Cos t Ht•cove! y <' !dU!><' or . 
the 10% reta1nage o~ invo1ces !rom construct 10n 

vendo r s to ensu r e cont ract pettormance? 

Yes, to the extent that the company prr .. ·t 1c•·:; 
re t ainage o f lO'i o n speci f 1c proJects tn lh•· 
r.nvironmental Co~t Recv vety Claus~ . 

Should an adjustment be made tor the re r-r• r r1111'1 
error made 1n SO. Allowanc t.•!> cJ H rep•'!t••d :r. Audit 
Disclosure No . 2 o f the F'londa Put l1c :::;e r vlt..:C> 
Commission ' s Envlronme,tal Compllan·e Cjs" 
Ad Justmen t Audlt Report fer the Per.od End··d 
September 30, 1996? 

No . The erro r was due to 1nappropr1ate al!OCdtiOn 
of Plan t Daniel ' s S02 Allowances. The company has 
already made correcti ng entries for the error. 
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ISSUE lOC; 

STAI'f; 

ISS!JE lOp: 

STAFJ': 

Should legal expenses incurred to dssure comp1 . anc~ 

with revisions to Clean Air Act Amendment 1tt leV 

provisions be recovered through the Env11onrnPntal 
Cost Recovery Clause? 

Yes. Legal expenses d1rectly .JS!;;OCtutt>d w1tn 

environmentnl compl1ance act1v1t:1es upprovPd by tht· 

Commission that: are incurred 111 o rder ~'J comply 
with "environmental laws o r rcqulatlOJts," dS 

defined by Florida Statutes , LhdfHer 366. 8. :.'.> , 
should be recovered through the Env<::'onmental Cost 
Recovery Clause. As stated 1n Ot der No. PSC-96-
1171-E'Of-EI dated September 18 , lYY6 , "Ho wever , th..: 
Commission wil l continue to exdmlne etJc:h surh 
expenditure on a case-by-case Ud!llS 1 n nr d• : :..o 

determine the prudencC" of 1ts Jccove1y tL1o 'lh the 
clause ." 

Should an adjustment be made for 
reported in Aud1t D1sclosure No . 
Public Service Comm1ssion's 
Compliance Cost Ad justment Audt t 
Period Ended September 30, 1996? 

No. It is staff ' s understanding 
has made correct1ng entries , 
applicable lnterest, for these O&M 
June 1997. 

the O&N ~;•xpenses 

4 of the Flonda 
Er.v llonmt• nt d 1 

Hepar • ! o : the 

tht~t the compd:1Y 
lnc1ud1rHJ any 

o.<pensc 1 t ••rros 1 n 

In Order No PSC-95-0384-fOf-El dated M<~r clt 21 , 
1995, the Commission approvPd " ... only the meal 

costs incurred for an employee' P o wn consurnt.~tlon 

while traveling on environmental ro9 t r~covery 

clause business" tor recovery through the 
Envi r onmental Cost Recovery ClcJuse. In dddl t 1 on. 
the company agreed in a letter dated Febru.try 2 , 
1995 (EXH . XX) to esta~lish a po11 cy not to t• nver 
these types of costs through the c lo~ust•. 1\wJ ll 

Disclosur') No . 4 shows that mea 1 cost:> we1 ~ .1mong 

the O&M ttems 1ncludcd tor recoverv ani later 
adjusted by the company. 
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Tampa Electric Compan y 

ISSUI 11 ; 

STAn' ; 

ISSQ'E llA; 

STAn' ; 

ISSQE llB ; 

ST.VT; 

What adjustment t:or S01 Allowances, 1! any, st10uld 

be made to Tampa Electr1c Company 's Env1 r onm~r.· al 

Cost Re~.:overy factot as il reo;ult o1 · : . ..­

Conunission's dec1s1on 1n Docxe · t.Jo . 970111-F:U".' 

If a true-up amount is determtnPd to be n~ccss~1Y 

as a result of the Conuniss1on' s dt>CiSlOII 1n n"' ke• 

No . 970171-EU, this issue should tw deierte1 t tr.:: 

Spring 1998 Envrronmental Cost Recovery -1ause 

hearing. Th1s will g1ve staff and the company 

ample time to resolve the approprldte determlnclll vr. 

of these expenses and the necessary cldJustmc•nt. 

Should an adJustment re made t or the e xpe n!>111q ot a 

packing tower through the Er.v 1 ronmentd 1 Cost 

Recovery Clause in 1996 whi ch wa:-: pur ch.~:-; .. d tn·i 

charged to an inventory accmrr>' CfQ dS l••portetJ 

in Audit DisclosuH· No. 1 ot the flor 1dc1 Puh1J • 

Service Conunis!:>ion's Env1ronmental Compll.tll P cost 

Adiustment Audlt Report for the per1od cndo·ci Murrh 

31, 1997? 

No. The pac king t ower is a consumdble r tum thc~r 15 

held in inventory unlll used . It should bt· t rl',Hc<l 

in the sa111e manner as fuel inventory and PXp .. nse. 

Fuel is pla.;ed rn an rnventory account •.nt .1 l'i 

consumed , at whi ch t1mu the fuel costs are PXp•~nsed 

through the fuel cost recovery clduse. Ttwrt.! t o re, 

as packing towers are consumed , the cost c> f that 

packing tower is appropriately expensed thr~uq l l th~ 

Envl.ronmental Cost Rec-cwery Cld\JSe. 

Should a portion of gypsum sales r~'V<'nlh' bP 

allocated to the Environmenta l Co•.t f{,.,.,>vt·t y r·t .JIISt­

based on the allocated cost of llmP:Hone·? 

No . As stated l.n Audit Disclosure No . 2 of the 

Florida PubllC Service Co,runissl on 's En·n:onm..,nt.:l 

Compliance Cost Adjustment Aud lt Repo1t !or the 

period ended March 31 , 1997 , gypsun. s.:.h.·!l '"vcrues 
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ISSUE llC: 

are not currently allocated to the E~~c. Gypsum :s 
a by-product of the limestone used 11. thl! scrubb1nq 
operat1on for SO. removal . Revenues qeneruted from 
the sale of gypsum , as well as thP cor r~.:spond1nq 

O& M costs of the scrubb1ng process , have 
historically been included in the Ccllculation rl( 

base rates. Provided these O&M costs (wlth , h•' 

exception of consumables) assut.I·H"d wtth th•· 

scrub b1ng process are not recovered thtough the 
ECRC , the corresponding r evenues 11 ~.ew1 sr- should 
not be recovered through the ECRC . 

Sh o uld Tampa Electrjc Company be allowed to recovct 
pa yroll c harges associated w~Lh modtft ratlons and 
e xpansions t o employee wo r kload due to the B1g Bend 
Uni t 3 flue Gas Desu:furizatlon Int••qtr~t 1 :1 l'rr)P 
th r ough the Envlronme·. tal Cost Rel.•)Vl·ry C..ld•IS•·! 

No . As stated in Audit Disclosure No. 3 o f the 
f lo r i d a Publ1c Service Commission ' s Environmental 
Complia nce Cost Adjllstment Audlt Pcpon tor · ht· 
pe riod ended Ma r ch 31 , 199"1 , most ot the t•mplCJyees 
whose payrolls are 1 ncluded 1n the Env 1 ronment..tl 
Cost Recovery Cl ause were employed by the utl llty 
as of the last ra te case 1n substant1c~Lly the same 
capacity as their current pos1t1on. The cornpar."r' 
stated that no new posltlO!lS were created t o r thls 
project . Allowl.ng th•~se payr 11 ~.. harges ~o be 
i ncluded in t he ECRC constitutes douiJle recovery . 
There f o r !', rECO should remo ve thP s •· pdyP•II 

cha r ges , includin g r~ny dppl icable l nterc·.t , trom 
the Big Bend Unit J Flue Gas Uesulfurtzatlon 
In tegrat1on ProJe ct cost recovery rPquest. 

e . Pe ndi ng Mo tions 

Florid a Po wer & Light Compa n y ' s request for confiden t i al 
treatment o f Document No . 06620-97. 
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f. Compliance with Order No. PSC-97-0001-PCO - EI 

Staff has complied with all requirements of rhe Order 
Establishing Procedure entered in this docke t . 

Respectfully submitted this 28th day of July, 1 ~97 

RespecLiully submltt~d . 

- ---LELIE J . >p}\{JG H I 
Scatf Coun<Jel 

/ 

FLORIDA PUBLIC SERV I CE C0Mt-11 SS I U N 

2S40 Shumard Oak Boulevard 
Gerald L. Gunter Bu1ld1ng, Room J70 
Tallahassee, Florida 32399-08 ~0 
(8~0)413-6199 
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CERTIFICATE OF SERVICE 

I HEREBY CERTIFY that o ne true and correct copy of Staff's 

Prehearing Statement has been furn i shed by U.S. M1 1l th lu 28th ddy 

of July, 1997, to the following: 

Ausley & Mc Mull e n 
James Beas ley 
P . O. Box 391 
Tallahassea, FL 32302 

Beggs & La ne 
Russell Badders 
P . O. Box 12950 
Pensacola , FL 3257b 

Flor ida Industrial Power Users 
Group 
Mc Whirter Reeves McGlothl~n 

Vicki Gordon Kaufman 
117 South Gadsden Str~et 
Tallahassee , FL 32301 

Florida Power & Light Co . 
Blll Feaster 
215 South Monroe Street 
Suite 810 
Tallahassee, FL 32301 

Florida Power Corpordt 1on 
James McGee 
P.O . Box 1404 .::' 
St Petersburg , fL 337 3 3 

Florida Publ1c Ut1l1L1es Co . 
Frank C. Cressman 
P.O. Box 3395 
West Palm Beach , FL 3J40. 

Gulf Power Company 
Susan U. Crdnmer 
P . O. Box 13470 
Pensacola , FL 32591 

Mc Whlrter Reeves ~cGl orhl1n 
John McWhlrter 
P.O . Box 3350 
Tampa , FL 33601 
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florida Power & Light Company 
Blll Wal k<' r 

Sreel Hector & Davis 
Md tthew Ct11l ds 

215 South Monroe St re~t 

Sui'"e 810 
Tallahassee, fL 32301 

Tampa Electr1c Company 
Angela Llewellyn 

215 South Monroe Street 
Sutte 601 
Tallahassee, fL 32 30 I 

Regulat~ry & Business Strategy 
P. 0 . Box 111 
Tampa, fL 33601 

LESLI E J . PAUGH 
Staff Counse l 

I 
\ 

FLORIDA PUB LI C SERVI CE COMMI S~ I ON 

25 40 Shumard Oak BoYle vard 
Gerald L. Gunter Build1nq , Room 170 
Tallahassee , florida 32349-0B~U 
(850) 4 13-6199 
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