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Kay 15 , 199 8 

HAND PELIYEBEP 

Ms. Blanca s. Bayo , Director 
Division of Recorda and Reporting 
Florida Public Service Coamisaion 
101 East Ga i nea Stree t 
Tallahassee, Florida 32399-0850 

Re: Environmental Coat Recovery Clause 
fPSC Docket No. 980007-EI 

Dear Me. Bayo: 

ORfGINAL 

Enclosed tor filing in the above docket are the original and 
fifteen (15) copies of Tampa Electric Company's Petition for 
Approval of Coat Recovery for New Environmental Program. 

Please acknowledge receipt and filing of the above by stamping 
the duplicate oopy of this letter and returning same to this 
writer. 

Thank you tor your assistance in connection with this matter. 

Sincerely, 

ACK '->) 
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ORIGit~AL. 

BEFORE THE FLORIDA PUBUC SERVICE COMMISSION 

In re: Environmental Cost 
Recovery Clause. 

) 
) DOCKET NO. 980007-El 

Pn.ED: May IS, 1998 

PETITION OF TAMPA ELECI'RIC COMPANY FOR APPROVAL 
OF COST RECOVERY FOR NEW ENVIRONMENTAL PROGRAM 

Tampa Electric Company ("Tampa Elec:tric" or "the company"). pui'IUlllt to Section 366.82SS, 

Florida Statutes (1997) and subsequent orders of the Commiasion implementing Section 366.82)5, 

Florida Statutes,' hereby petitio111 the Commission for approval of a new environmental compliance 

program and for the recovery of the investment and cosu usociated with that program through the 

environmental cost recovery procedures administered in thi1 docket. AJ detaded herein, the new 

program is the construction aod ongoing operation and maintenance of Flue Gu Desulfuriz.ation (FGD) 

equipment (a "scrubber") located at the company• Big Bend Station for Big Bend Unit• I and 2. In 

suppon of ita petition, Tampa Electric JWes: 

1. Tampa Electric i1 an investor-owned electric utility subject to the Commission's 

jurisdiction pursuant to Chapter 366, Florida Statutes. Tampa Electric serves retail customers in 

Hillsborough and portions of Polk, Pine1lu aod Puco Counties in Florida. The company's principal 

offices arc located at 702 North Franklin Street, Tampa, Florida 33602. 

10rder No. PSC-94-0044-FOF·Bl w "anuary 12, 1994 io Docket No. 930613-EJ, and 
Order No. PSC-94-1207-FOP-EI., iasu~ Oc:twer 3, 1994 in Dodat No. 940042-EL 
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2. The persons to whom aiJ notices and other documents should be sent in coMection with 

this docket are: 

Angela UeweUyn 
Regulatory Specialist 
Tampa Eleclric Company 
Post Office Box 111 
Tampa, Fl. 33601 

Lee L. WtlliJ 
Jama D. Beuley 
Au.aley & McMullen 
Post Office Box 391 
Tallahassee. FL 32302 

3. Thia Petiticn is filed punuant to Section 366.8255, Florida Statutes, which authorizes 

Conunission regulated investor-owned dec:tric utilities to a1bmit to the Commission e petition describinf 

the utility's proposed environmental compliance aa.ivities seeking recovery of projected environmental 

compliance costs in addition to any Clean Air Act compliance activitiea and costs. The Comminion 

initially implemented S«:tion 366.82SS, Florida Statute~, on 1 cuo-by-c.uo buia for Flc:id1 Power & 

Light Company in October of 1993, for GulfPower Company in Jam.wy of 1994 and for Tampa Electric 

in August of 1996. Cost recovery bearinga under Section 366.8255, Florida Statutes, were eventually , 

consolidated in this docltet. ~ conlemplated in Commiuion Order No. 94-1207 thiJ Petition aeela 

CommiSSion approval of 1 new project beCweeo cost recovery periods. Thia Petition a1Jo seek.a approval 

to use a ten year recovery period for the FGD system Tampa Electric proposea to construct. • 

The Proposed Prosram and the Egy!ronmcntal Rcqulumcnta to be Complied With; 

4. The proposed project bu been determined to be Tampa EJec1"<;'a most economicaiJy 

viable option to meet the S02 requirementa of Phue D of the Clean Air Act Amendments of 1990 

(CAAA). Phase n of the CAAA program begins on January 1, 2000 and further restricts the annual S02 

emissions limiu imposed on Phue I planta. Pbue D affecu Tampa Electric'• Big Bend. Gannon and 

Polk coal unita IS welt IS Hooken Point and any future units. 
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5. For S02 compliance with Phase I of the CAAA, Tampa Electric conducted an extensive 

study, with a foUow-up study recommendina the integration of Big Bend Unit 3 with the existing Big 

Bend Unit 4 FGD system. That study wu included for cost recovery purposes in Tampa Electric' a 

petition to estabiish itJ Environmental Cost Recovery Clause (ECRC), Docket No. 9606811-EI. 

For Phase U S02 c:omptiaDce, Tampa Electric reviewed the analyaia done previously for 

Phase I S02 compliance and devdoped aeveral compliance alternative.. Tampa Electric identified 

viable options to meet the more .. utgellt reauJations and proceeded with a acreening process. Analyaea 

were performed on the alternatives aelected to determine the most practical and economical Ptu-ae U 

SO'"' 1mpliance strategy. Based on the rcaults of these analyaes, the installation of an FGD system for 

Big Bend Uniu 1 and 2 wu determined to be the most cost-effective compliance alternative for Tampa 

Electric's system. 

Of the various coonptiancc options evaluated by Tampa Electric, the FGD option 

provides significantly greater aura.&lativo preaent worth revenue requirement (CPWRR) saving• relatiVI!) 

to other alternatives- nearly twice the expected savinss of the next most economical option. From 

the standpoint ofTampaEJcctric'a ratepayera, thit cquatea to the lowest coat option for meeting Phase 

D requirement&. The FGD option for Big Bend Unitt J and 2 offers the greatest fuel saving! and will 

provide the greatest rate beoefita to ret&il cwtomen compared to the other alternatives analyzed. 

6. After a prelimilwy detetmination that the proposed Big Bend UnitJ J and 2 FGD wu 

the best available compliance option, additionallefUitivitiea, both quantitative and qualitative, were 

performed to verify the economic viability of this option. These aensitivitiea included: capital cost, S02 

allowance market viability, fuel price aens:!ivity and a deferral anaJyJis. The proposed FGD project 

remained economicaiJy viable in each of these sensitivity analyses. 
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7. Tho propol5ed project hu the added benefit of providing more tJex.ibility to Tampa 

Electric's system by alJowing the blending of less expensive, bigber sulfur coal. 

8. An innovative approach to the design and development of the I)'Jtem will allow Tampa 

Electric to con.suuct the FGD l}'ltem at a cost c:omparable to the industry average coat for Phase I FGD 

systems. The capital cost of the proposed FGD system i.J estimated to be approximately $90 million 

(including AFUDC). This estimate ia based on a conceptual design And a detailed cost estimate 

performed by an outside consulting firm. The annual o&.M expense of the project ia estimated to be 

approximately $3.5 million based on Tampa Electric' a put experience in fuel blending and operation of 

the existing FGD system. 

Qualification or the PmJm Cor Bmvca 

9. In ita Order No. 94-0044, the Commission required that environmental costa and 

activities meet three specific criteria in ordu to be eligible for recovery: 

(a). Such costs were prudently in<:wTed after Aprill3, 1993; 

(b). The •ctivity i.J lepJJy required to comply with a govemmentalJy imposed 
environmental regulation enacted, which became effective, or whoso effect wu 

triggered after the company's last test year upon which rates ue based; e.nd 

(c). Such costa are not recovered through some other cost recovery mechanism or 
through base rates. 

I 0. The cosu usociated with the proposed FGD system jointly serving Big Bend U nita 1 e.nd 

2 are appropriate for cost recovery through the ECRC boc:ause they aatilfy the three criteria identified 

in the policy the CornmiJsion estabtabed in the abovo-referred to order. The proposed cosu will be 

prudently incurred after April 13, 1993. In addition, Tampa Floctric ia Jega!Jy required , J comply with 

the CAAA rcquiremenu. Ymally, the expenses requested for recovery are not being recovered through 
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base rates nor through any other recovery rnec:lwUsm. 

11 . The FGD related costs proposed for environmental cost recovery were not among the 

compli3.nce activities included in the basis for ldting base rates in Tampa Electric'• last rate case, Dockd 

No. 920324-Elm 1992. 

12. Tampa Electric will praent detailed testimony and exrubitt by the end of June to support 

the estimated capital and 0 &: M costa of the proposed FGD aystem u well u the relief aought in this 

Petition. In view of the magnitude of the proposed investment in the project and thf. level of 0 &: M 

expenses associated with it, Tampa Electric is presently requesting a Commission detennination that the 

project is a reuonable compliance option; that it ia a project which qualilles for environmental <::>st 

recovery; and that funds prudently invested and expended in implementing the project will be recoverable 

through the ECRC mechanism. Tampa Electric proposes to begin coUecting the actual and projected 

costs of the project during the cost recovery period when the FGD system is placed in service. Project 

costs will be tracked and accumulated in AFUDC until the FGD system goes into service. Prior to 

seeking the actual recovery of costa associated lvith this project, Tampa Electric will file additional 

testimony and exhibits for consideration at the hearing in which the ECRC factors will be set fof the cost 

recovery period when the FGD system will be placed in aervice. 

13. Tampa Electric proposes the use of a 10 year recovery period for the Big Bend ;)nits 1 

and 2 FGD system. The use of a 1 0-year recovery period recogniz.ea that the FGD system will not be 

built to serve incremental load on Tampa Electric' 1 ayatem but, instead, will enable the company to 

comply with a regulatory mandate and achieve the intangible benefits of cleaner 1\ir. Significant fud 

sav'JJlgs will Oow from this project relati"e to the base case acenario. Using a 1 0-year recovery period 

wiU enable Tampa Electric to recoup the cost of the equipment over a rcaaonablc period ofliiM while 
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producing net benefiu to customers. This is a coruervative approach and one which will better prep 

Tampa Electric to deal with increasing uncertainties in the electric industry. 

14. Tampa Electric hu a legal obligation to comply with the CAAA BaseJ on the abov 

described ana1ysea, installing the FGD l)'ltem at Big Bend Units I and 2 is the most economically viable 

compliance option for both the company and iu customers. 
I 

WHEREFORE, TampaFJectrieCompany respectfully requests the Commission to approve for \ 

cost recovery through the Environmental Cost Recovery Clause the construction costJ of the Big Bend ~ 

Units I and 2 FGD system and the expenses associated therewith consistent with this Petition. 

DATE.Dthis~dayofMay, 1998. 

Respectfully submitted, 

~·-~--'--? 
. Wll..LIS 

JAMES D. BEASLEY 
Ausley & McMullen 
Post Office Box 391 
Tallahassee, FL 32302 
(850) 224.91 IS 

ATTORNEYSFORT~AELECTIULCO~ANY 
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CERDFICATE OF SERVICE 

I HEREBY CERTIFY that a true copy of the foregoing Petition, filed on behalf of Tampa 

Electric Company, hu been fiuni.shed by hand delivery (•) or U. S. Mail on thiJ ~y oiMay, 1998 

to the following: 

Ms. Leslie G. Paugh• 
Staff Counsel 
Division of Legal Services 
Florida Public Service Commission 
2540 Shumard Oak Boulevard 
Room 370, Gunter Building 
Tallahassee, FL 32399..0872 

Mr. John Roger Howe 
Office of Public Counsel 
Ill West Madison Street 
Suite 812 
Tallahassee, FL 32399-1400 

Mr. John W. McWhirter, Jr. 
McWhirter, Reeves, McGlothlin, 
Davidson, Rief & Baku, P .A 
P. 0 . Box 3350 
Tampa, FL 33601~3350 

Ms. Gail Kamaras 
Legal Environmental 
Assistance Foundation 
1115 North Gadsden Street 
Tallahassee, FL 32303-6327 
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Mr. Joseph A McGiothli .. 
McWhirter, Reeves, Mc(JiothJtn. 
DavidJon, Riet & Baku, P.A. 
117 South Gadsden Street 
Tallahauce, FL 3230 I 

Mr. Matthew M Childs 
Steel Hector & Davis 
215 S. Monroe Street, Suite 601 
T aUaha.ssee, FL 3 230 I 

Mr. 0 . Edi10n Holland 
Mr. Jef&ey A Stone 
Begga and Lane 
Post Office Box 12950 
Pensacola, FL 32576 
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