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September 9,2003 

HAND DELIVERED 

Ms. Blaiica S. Bayo, Director 
Division of Coinmission Clerk 

and Administrative Services 
Florida Public Service Conmission 
2540 Shuniard Oak Boulevard 
Tallahassee, Florida 32399-0850 

Re: Environmental Cost Recovery Clause 
FPSC Docket No. 030007-E1 

Deai- Ms. Bayo: 

Enclosed for filing in tlie above docket arc tlie original and seven copies of Tampa Electric 
Conipaiiy’s response to the Florida Public Service Coinmission’s Environmental Cost Recovery 
Audit for tlie Twelve Months Ended December 3 I ,  2002, Control No. 03-030-2- 1. 

Please acknowledge receipt and filing of tlie above by stamping the duplicate copy of this 
letter and retunling same to this writer. 

Thank you for your assistance in connection with this matter. 

Sincerely, 

JDB/PP 
Enclosure 

cc: Jim Breinan (w/enc.) 



Tampa Electric Company Response 
TO 

Environmental Cost Recovery Audit 
Twelve Months Ended December 31, 2002 

Docket No. 030007-El 
Audit Control Number 03-030-24 

This document contains Tampa Electric Company’s response to the  
Environmental Cost Recovery Clause audit of the twelve months ending 
December 31 , 2002. The company’s response includes: 4 )  a clarifying comment 
on the Summary of Significant Findings, and 2) the company’s position and 
resolution, where necessary, on the audit disclosures. 

Summary of Significant Findings 
Concerning Tampa Electric’s Big Bend Unit 3 FGD Optimization and Utilization 
project, the auditor indicates $390,468 was inappropriately included in the plant- 
in-service amount because the expenditure occurred prior to Cornn-iission 
approval of the project. Tampa Electric disagrees with the finding and addresses 
the issue more fully in response to Audit Disclosure No 3. 

Concerning the Gannon projects, the  statement reads, “The Gannon projects 
were understated by inaccurately calculating return on investment on the 
remaining balances net of depreciation instead of by the original amount.” To 
more accurately state the finding, it should read, “The Gannon projects’ return 
on investment was understated by inaccurately calculating return on investment 
on the remaining balances net of depreciation instead of by the original amount.” 
Tampa Electric agrees with the finding and will make the adjustment in the 2003 
ECRC True-up filing. 

. 

Audit Disclosure No. 1 

Tampa Electric agrees with this disclosure and, as stated, the correction has 
already been posted in May 2003. 

Audit Disclosure No. 2 

Tampa Electric agrees with this disclosure and, as stated, the correction has 
already been posted in June 2003. 

Audit Disclosure No. 3 

This disclosure has three distinct issues: 
1. An over-statement of 2002 plant-in-service for the Big Bend Unit 3 

FGD Optimization and Utilization project of $1 50,088. 

I 



2. An over-statement of plant-in-service for the Big Bend Unit 3 FGD 
Optimization and Utilization project of $390,468 due to these 
expenditures occurring prior to Commission approval. 

3. An under-statement of 2002 ROI on the four Gannon projects of 
$29,617. . .  

Tampa Electric agrees with Issue No. I and Issue No. 3 and adjustments were 
made in June 2003. 

Concerning Issue No. 2, the auditor assumed any project expenditures prior to 
Commission approval of the project would not be recoverable. Tampa Electric 
initially agreed with the auditor and made an adjustment in June 2003. However, 
upon reviewing the ruling renderzd in Ihc docket approving the project, the 
Commission allowed recovery of all capital expenditures that occurred on the 
project prior to the date of approval. In Docket No. 000685-EI, Order No. PSC- 
00-1 906-PAA-EI, issued October 18, 2000, the Commission stated, “Therefore, 
TECO was subjected to extraordinary circumstances and can recover the costs it 
occurred before it was able to file the petition.” This language clearly allowed 
Tampa Electric to recover all capital costs it incurred prior to Commission 
approval. Attached to this response is a copy of the section of the  order 
approving the Big Bend Unit 3 FGD Optimization and Utilization project that 
contains the authorizing language quoted above. To rectify the inadvertent 
oversight, Tampa Electric corrected the erroneous adjustment in August 2003. 

Audit Disclosure No. 4 

Tampa Electric agrees with this disclosure. No action is necessary. 

2 



FPSC To: Ms, Angela L l e w e l l y n  From: Records Fax S e r v e r  10-19-00 I : 2 9 p ,  F ,  9 O E  12 

ORDER NO. PSC-00-1906-PAA-EI 
DOCKET NO. 000685-EI 
PAGE 8 

bas is  because t h e  program is a C l e a n  Air A c t  compliance a c t i v i t y .  
The Commission determined i n  1 9 9 4 ,  t h a t  costs  f o r  Clean A c t  
Compliance Activities s h o u l d  be allocated to rate classes on an 
e n e r g y  basis. This has  been Commission p r a c t i c e  s i n c e  t h e  
guidelines were established in Order No. PSC-94-0393-FOF-EI, i s s u e d  
April 6 ,  1 9 9 4 .  Program i m p l e m e n t a t i o n  issues, s u c h  a6 t h i s  one ,  
are typically addressed i n  t h e  o n g o i n g  ECRC proceedings  and are n o t  
necessary to resolve at this t i m e .  

F. Canclusions 

Based on t h e  f o r g o i n g  review of TECO's FGD Plan and  
a p p l i c a t i o n  of t h e  C o r n m i s s i o n ' s  ECRC criteria to TECO' s F G D  P l a n ,  
we f i n d  t h a t  the FGD P l a n  meets t h e  requirements af Order No. PSC- 
94-0044-FOF-EI. 

111. C a s t s  Xncurred RcfQre t h e  Pe  t i t i o n  was F i l  e d  

Section 3 6 6 . 8 2 5 5 ( 2 ) ,  Flo r ida  Statutes, provides: 

An e lec t r ic  utility may submi t  to the Commission a 
p e t i t i o n  d e s c r i b i n g  the u t i l i t i e s  proposed environmental 
compliance activities and projected environmental 
costs ,  . I 
In Order No. PSCW94-1207-FOF-EI, i s s u e d  October 3 ,  1994, in 

D o c k e t  No. 940042-EI, we s t a t e d ,  'environmental compliance c o s t  
recovery,  like recovery through o t h e r  c o s t  recovery c lauses ,  should 
be prospective.& However, in that Order w e  recognized that there  
might be exceptions to t h e  prospect ive c o s t s  requirement in 

ex t r ao rd ina ry  circumstances.& We f u r t h e r  s t a t e d  that whether: 
e x t r a o r d i n a r y  circumstances e x i s t e d  would be determined case-by- 
case, based on the facts  of each case.  The key to determining 
extraordinary circumstances is =whether  the utility c o u l d  
reasonably  have a n t i c i p a t e d  t h e  changes [ in environmental 
regulations] and the costs.* Examples of extraordinary 
circumstances provided in t h e  Order were rapidly changing laws, 
imposition of u n a n t i c i p a t e d  costs ,  and environmental  emergencies.  

Through interrogatories, o u r  staff brought the q u e s t i o n  of 
i n c u r r e d  costs to TECO's attention. TECO explained t h a t  it had to 
implement par t s  of the Consent Decree immediately, due to t i m e  
schedules in the Consent Decree and t h e  previously scheduled outage 
of B i g  Bend U n i t  3 .  The u n i t  had to be altered to meet t h e  
r e q u i r e m e n t s  af the Consent Decree and the most efficient t i m e  to 
do it w a s  during a planned outage. The Consent Decree was signed 
i n  February and t h e  outage had been scheduled to begin in March 
2000. If TECO had not acted immediately, it would have had to 
schedule another outage. 
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TECO also explained t h a t  it wanted to avoid recovering c o s t s  
associated w i t h  FGD optimization and utilization in a piecemeal 
f a s h i o n  and so it chose to request recovery  of t he  FED a c t i v i t i e s  
' u n d e r  one program.& TECO f u r t h e r  explained that the outage not 
o n l y  provided an o p p o r t u n i t y  to perform the requi red  work, b u t  also 
afforded t h e  best means to compile an estimate of t h e  i n i t i a l  scape 
a n d  costs f o r  compliance with the F G D  Plan. 

Upon consideration, we f i n d  t h a t  extraordinary circumstances 
l e d  to TECO's i n c u r r i n g  c o s t s  before a p e t i t i o n  could be f i l e d .  
TECO' s settlement n e g o t i a t i o n s  w e r e  not finalized u n t i l  February  
2 0 0 0  and TECO had to s t a r t  i n c u r r i n g  c o s t s  i n  March 2000 i n  order 
to take advantage of a planned  shut-down. G i v e n  that TECO was 
i n v o l v e d  i n  n e g o t i a t i o n s  n e a r l y  u n t i l .  the t i m e  it had to ac t ,  we 
f i n d  t h a t  TECO could n o t  have reasonably a n t i c i p a t e d  the 
environmental requirements it had to meet. Therefore, TECO w a 6  
subjected to extraordinary circumstances and c a n  recover the costs 
it incurred before it was able to file the p e t i t i o n -  

From a policy perspec t ive ,  we believe t h a t  to d e n y  recovery of 
t h e  incurred c o s t s  creates a disincentive f o r  u t i l i t i e s  to be 
v igorous  negotiators. If we were to deny recovery of the costs 
i n c u r r e d  u n d e r  TECO's circumstances, we w o u l d  be s e n d i n g  a message 
to u t i l i t i e s  to acquiesce in negotiations j u s t  S O  t h e  i s s u e s  can be 
resolved in t i m e  to file a p e t i t i o n  be fo re  incurring cos ts .  Under 
such a scenario, utilities might incur greater c o s t s  than 
necessary, to t h e  ultimate detriment of t h e  r a t e p a y e r s .  

We temper our  decision by n o t i n g  that TECO did have same 
i n d i c a t i o n  of the outcome of the n e g o t i a t i o n s .  It s igned  the CFJ 
w i t h  FDEP i n  December 3 9 9 3  and the EPA Consent Decree largely 
mirrors F D E P ' s  CFJ. We recognize, however, t h a t  TECO could no t  
have known the ou tcome  of t h e  negotiations w i t h  the EPA with 
certainty. Under t h e s e  particular circumstances, the determination 
of whether TECO could have a n t i c i p a t e d  the incurred c o s t  is  a 
d i f f i c u l t  one. For t h i s  reason we note t h a t  this case represents 
t h e  outer l i m i t  o f  extraordinary circumstances. 

Based on the foregoing, it is 

ORDERED by t h e  Florida P u b l i c  S e r v i c e  Commission that Tampa 
Electr ic  Company's P e t i t i o n  f o r  Cost Recovery t h r o u g h  t h e  
Environmental C o s t  Recovery Clause is granted .  It is further 

ORDERED t h a t  the provisions of t h i s  Order, issued as proposed 
agency ac t ion ,  shall become f i n a l  and effective upon the issuance 
of a Consummating Order unless an appropriate  p e t i t i o n ,  i n  t h e  form 
provided by Rule 28-106.201, Florida Administrative Code, is 


