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BEFORE THE FLORIDA P'UBUC SERVICE COMMISSION 

U~ltiiiCAl 

fi£.CDPY 

ln re: Petition for expcdlt.ecl tpprvval t:)ocUt No.: 9~BQ 
of an agreement 10 purcl:wo the 
Tiacr Bay coacneration filclllty 
and termlnar.e reWed pun:bucd 
power oolltJ'ICtJ by Florida Power 
Corporation. 

Filing Date: 
March 21, 1997 

PBfliEAJUNG SIA'I'I'.MENT OF fLORIDA POWEll CORPQRADON 

Florida Power Corporation ("FPC"}, purauant 10 Rule 25-22.038, Florida 

Administrative Code, hereby IUbmha lu Preheating Statement. 

A. WITNESSES 

Wltoca 

Dired 

Robert 0 . Dolan 

John Scardino, Jr. 

Rebuttal 

Robert 0 . Dolan 

John Sardino, Jr. 

TnlJQJI.I 

&ub!cct Matter 

Oeacrlpdoo of !be purc:bue tnnsaaion 
and ill principal tcrml, the contcll aivlng 
rite to tho tniiJICtlon, and dlacuulon of 
tho expected bencOll resulting from the 
pun:hue 

Detcrlption or the P• opoiCd accou mi1111 
and ratemakin& treatment uaociatcd with 
the ttaniiCtion 

Rebuttal of FJPUG wltneu Falkenberg: 
Rebuttal of Vutar wltne» C&taleln 

Rebuttal of FJPUG wltneu Falkenbera 

1,2,3,4,S,6, 
10, 12, 13, 14, 
15:19.23,24, 
25 and 26 

6,7,8,9,10, 
11 ,12,13,16, 
17. 18,20,21' 
22 and 23 
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c. EXIDBJTS 

Exbjbj!J 

Direct 

(ROD-I) 

(RDD·2) 

(RDD·3) 

(RDD-4) 

(ROD-S) 

(JS-1) 

(JS-2) 

(JS-3) 

(JS-4) 

(JS-S) 

None 

TnDUII 

Wjgrp 

Roben D. Dolan 

Roben D. Dolan 

Roben D. Dola.o 

Robtn D. Dolan 

Robert D. Dolan 

John Scardino, Jr. 

John Scardino, Jr. 

John Sc:ardino. Jr. 

John Scardino, Jr. 

John Scardino. Jr. 
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HOUle Bill No. 338 "Ralepayer Proccction 
Aa" 

BxcerpiJ from Relevant FERC Dcc:i1ions 

ClllfOmef•a QF Colu va. Current 
ElcimaJcd A voided COlli 

Savinas Due to Purdwe or Tiaer Bay 

lmpecl of Tiler Bay Purdwe on 
Cuatomers 

Savings due to the Purdwe or Tiger Bay 
Scenario 13 • Propoeed Metbodotoay for 
COR Recovery 

florida Power Corporation Fuel and 
Purdwe Power Cost Recovery ClauiC 
Cap.city-10-Enera,y Recovery Ratios for 
T1&er Bay Contract Veraua Purdwe 

Plorlda Pow-.r ( ·F ·~•ion FAll mated 
Allocation of Purchue Puce oa n ... ..:r 
Bay Umh.od Pannerahip 

Florida Power Corporation Acqulaition of 
Ti&er Bay (In Thouprvls) 

Florida Power Corporation Proforma of 
lmpecl or Tiger Bay Transaction 
(In Tbowanda) 
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C. STATEMENT OF BASIC POSmON 

TnDOll.l 

In Its direct leaimooy, FPC lw e.xplalncd the unique clrcunuWICeS givina riae to 

FPC' a opponunlty 10 t.umilll.le the TIJer Bay COIIttiCU and purchase the fecil lty. 
PPC'a M lmony alao clearly atabllsbea dilL, abient thb transiCtlon. the collection of 
five Tlaer Bay conUICII will continue u one of the most c:.penaive aourcu of 
capacity and energy aervlng FPC'a ra~ep~yera. 10 their subSWltiaJ disadvantage. No 
party hu Introduced any evidence 10 sugaeat that the purclwe of Tiger Bay will not, 

in to~al, produc:o tuba&antlal aavinaa 10 ratepayer~. or 10 contcat FPC' a wenlon that 
the uvlnp will bealn 10 be realized within five years of the tranuction'a close. 
Indeed, even PJPUG aclcnowledgea that a buyout is economical if "the coat of the buy 
out (and replecemcnt power and enercy) Ia lower in pre«!!! value lellTII than the 
remainloa CXIUtiwo:t prices.· Thia b precllely the cue with respect to thb buyout, u 
delliOOittlllid in PPC'a direct leaimooy. Thua, it iJ uncon~ that, in tocal, the 
ratepayera will pay cooalderably more If this purc:hue iJ rejected than if It is 
~roved. Similarly unconteaed Ia FPC's eatlmale that the 10111 amount lhat 
ratepayera will ave through th.b tri!IIICllon iJ $1.9 to $2.4 bill ion, or $203 1.0 $388 
million on an NPV bula. 

The only real challe• 10 this II'INICtion from FIPUG relalel 1.0 the timing and 
mechaniama by whlcb FPC ICeb authoriDtlon 10 recover the purchaae COlli. FPC 
hal demoolctlled that a flve year recovery of the purc:hue COlt through the Capacity 
Colt Recovery cla.uae b appropriate, with FPC recovering the Vutar contract's 

natural au fuel coaa throu,h the Fuel Adjustment Clause. The five year period 
strikes a reuooable Nt•nce between pretervina the avinas for ratepayers (whicb 
would be delayed throuab a loaaer recovery period), avoidina a ahon-term but 
aubalantlal ra1e increuc (which miJbt be required with a aborter recovery period). 
and avoiding pleclna an unfair burden on FPC's shareholder• by requiring them to 
suppon the buydown financing throuJh a longer recovery period. The falrness of the 
five-year period Ia etpeeially evident when one cooaidera lhat FPC's ahareholden will 
DOt f'CCOilllz.e one peMy of the avinaa achieved, and, Indeed, will absorb signifiC&flt 
additional operat.ina and other costa over the forereeable future. Moreover. givilli 
FPC some fledbility in the manner In whkb It recoven theae coaa within the five 
year period, u FPC hu requeaed, will help FPC funher mitigate the ratepayer 
effects. 

FIPUG'a sugcalon of a longer recovery period Ia a blatant allempt 1.0 lmpoae a deal 

on PPC 1.0 wblch lt bu never aarccd. and 10 wbk:h FPC would 1101 agree becauae of 
the subtwu.lal additional buntem and rUk lt would lmpott on FPC'a lharebolders, 
and becanae the uaoc::laled c:ffccu on FPC' a credir radnp could ultimately work 1.0 

the detrlmc:nt of ha ratepayera. The bottOm line is that the cogeneration contraCu and 
their auoclaled COlli have already been found prudent by this Commiuion. In turn, 
the bunSen of them curreody falla, and will continue 10 fall , squarely on FPC'a 
rateptyera. Aa a resuh, It Ia fair for thoec ame ratepayers, rather than FPC' a 

.J. 
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T,_l 

shareboldetJ, tD abtorb the OOSU of this II'IDIICdon, and 10 reap the WOCiaJed 
bene fill. 

As to the mechanisms for ru:overy, FPC bu demonwatcd thal recovery of the 
purctwe price dtrouaJl tbc CCR and rcwvcry or tbc pa contrac1 coau throuah !he: 

FA C approprialdy l!ppOrtiona thole COtU. The avinp wh lch this ll'liiJICt ion w Ul 
produce in the ftmtte are in Clplcity Rlatcd COtU; thus, it Ia appropriale 10 ru:over 
the purdwe price throuah the CCR. While this will produce a alight &hln In the 
ratio of capeeity and CftCtiY Rlatcd COlli aaocia.led with the contract {bcaute or the 

hJabcr fuel eo1t1 dw FPC m1111 inbuit u pan or the deal permi1tlng the much area~er 
capeelty avlllp), dUa lh1ft Ia modea and c:onalateru with Commiuion precedenl. 

MoreoYU, die only Joalcal means of avoid ina IUCb a shift In the ratio would be 10 

permit FPC tD recover a portion of the fuel Rlatcd cosu of the F~~:Uity through lhe 
CCR. 

There Ia no reuon for the Commisaion 10 delay approval bucd on the teatlmony put 

forward by Vaar Ma.rbtlna. FPC bu made clear tha.t it in!enda 10 sailify all 
material tenna or the pa contrlel. Indeed, FPC's aubstitulion u purcbuu leaves 
Vurar in a beuer pocidon tban it prcviou.lly enjoy~. After FPC uaumea the 
coniiiCt oblipdoal, Vurar will be lble 10 loot dlm::tly 10 FPC for paymen1 and 
performance. Convenely, while conl111Ctina with Tiaer Bay, Vutar'a primary 
recourte and tec:urity wu the revenue IIJ"e&lll provided by FPC's paymentJ under the 
contrloCl. Vuttr bu intervened in the simple hope thai. by diarupdna and delayina 
the p~ina. it can oqociat.e cooceaaiona and tum1 10 which il bu no curRnl 

conliiCtlll.l fi&ht. Obvlou&ly, any IUCb c:ooceaionl or IC11lll will effectively come 11 
the ellpciiiC of FPC'• ruepayer1 and ahould not be COWIICnanced. 
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D. STATEMENT OF ISSUES AND POSITIONS 

FPC believes lhatlhe luues can be broken down lmo five major categoric• s. 
follows. 

A. lkDellts at Te:rmm•m1 me 1lca' Bay C.t:ncts 111d Purc:hadna the 
Fldlky: 

laauea I, 2, 3, <4, 6. 12 and 13, u ~et fonh below. 

B. Ace ,.,..., M.laem 

luuea 7, 8, 9, 10, and II. u act fonh below. 

c. Oo-Goioa hel eo.. Recoway: 

luuca !5, 1<4, and 15, u ICt forth below. 

D. Mdhod for .Reccnery .ad AmoltJutJGa al Pvrc:bale Price 

IIIUCS 16, 17, 18, 19, 20, 21, and 22, u ICI fonh below. 

E. Milccllmeoul 

luuea 23, 2A, 2!5, and 26, u ICI fonh below. 

ISSUE 11 Hu Florida Power Corporation provided ldcqUIIC wurancea reprdina the 
operatlonal reliability of the Tiaer Bay facility? 

~ Yea. FPC's and TIJU Bay'a ~alimony Cll&bliabu lh&t ~ l'w:il ity can be 

expccu:d co be operationally rdiable. II !llel dellrable ICdlnoiOJY, hu had an 
eacelleul performance hblory, and fill well with the n:mainder of FPC's 
aeneratina fleet, allowlna FPC co draw on Ill already developed upertlte co 
c:omlnue operatlna and even improve Lhe facility ' a pcrforlllll'lCe. In addition, 
FPC's answera co SWf's lnterropi()ry Numbera 27 through 31, 33 and 3<4 
provide fw1her support for FPC's poaltion on this luue. 

ISSUE 2; Hu Florida Power Corporallon provided adequate wuranoea rcprdlna the 

financial viability of the Tiger Bay generatill& facUhy? 

TlniCDILI 

~ Yu. PPC hu demollltlaled lha1 it hu ulldertaken due dlll&ence to evaluate 
tho facility's viablllty and lha1 auch due dlllaence Indicates the projcc:t Ia 
proflllble and c:apeble of adalyina the terma of the PPAa. Tiger Bay's 
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testimony al10 aupporu lhis position. The flc:ility'a ICChnlcal cl!&racterlada, 
owncnblp IIJ'UCCUre, revenue atreama under the PPAa and the facility's 
fiiiiDCial obllptlona, includlna Its pa contnc:t, have been described. Sued 
on tbole deacrlptlona, there IJ no rcuon to believe the facility is not 

fliiJICially viable and DO party bu mainWned to the contrary. FIPUG'a 
QPCn hu qrccd dial the flcility abould be able to meet its obliplions. 

ISSUE 3; Are Florida Power Corporation'• projecdooa of non-fuel operating eaperucs 
rcuonable7 

~ Yea. FPC' a projoc:led noo-fud operatlna cxpetiiCI are rcuonable. FPC bu 
provided an ealmue of theee COlts, and they are reflecced in Its compuratlona 
of expected c:uaomer avinp. The relatively modes! IJDOUll1 of tbeae expcnx:s 

Ia explaiDed by lhe C.CU llw the facility bu dealrable technoiOJY, fita well 
wllh FPC'a c:wreat paeratlna fleet, and is located clote to FPC's new Polk 

aite, allowiDJ for eff'cienciet between the two. Moreover. FPC will be 
ablorbina all auc:h COliS In Its bale raru for the foreseeable future. mlnlmlxiQJ 
the ~ of any devlalJonl in auch pro.Jectioo'-

ISS\JE .rf; Hu Floridl Power CorporaUon provided lldequltc uaurances that aufncient 
llltUral ps pipeline c.p~eity will be available to tran1p0n rwural pa to the 
Tlser Bay facility? 

~ Yea. The f~c:Uity'a perforawlcc to dat.e lndicalca llw the f~eility bu aufrcient 
pa tralllpOr1ldoo 10 emure ill operatloa 11 a very hiJh level of reliability. 
Monmer, FPC will aaume all obliptlona of the plaru. Thus, It will inherit 
boch the obllpdon to pun:bue tr&NpOrtatloo, and lhe rlaJ!t to da1m auch 
tri.DIIpOrtllio, llw the fllcillty currently cnjoya. Lcndc.ra have provided 
aubnm•• flnanclna for the facUlty, lndic:atlna lhltlhlrd paniea al10 have 
confidence lbat lhe nawraJ pa arranatmcntJ supponlna the facility are 
auffiCienliO enaurc hi operuion. Finally, FPC'a new Polk plants will be 

ICrwd by lii!W"Il pa, providlna FPC lddltional ne.libillty in ttwpOrttna au 
to 1erve lhe 'fiacr Bay facUlty. 

ISSUE 5; 

PPC'a anawcra to Sl&fra lnterroptory Numbera 21 and 2::! provide further 
support for FPC' a poaition on lhla luue. 

Ia Florida Power Corporadon'a f\ael price forecu~ rcuonable7 

f.eCA Yea. FPC baa uted tbe ame fuel forecaRihll it wa In CO!lJJCCtion wilh ita 
rqular buJi.nca r:::niQ&ICtlvldea. FPC' a anawera to Sr.af'ra lnterroptory 
Number 25 prov funber auppon for FPC's poeldon on lhiJ luue. 

ISSUE 6; Are Florida Power Corporation'• ftniJICial uaumpdooa rcuonlble7 

Tm:xDI. I -6-



~ Yea. FPC hu uaed reuonable and C001ervative financial usumptioru. 

ISSUE 7: What iJ die l!pProprilto annual ICCrual amount for lhe provision of final 
dluna!lltment of the TiJe.r Bey Facility? 

ffC.i. The esrlmlc(l catch-up foaU dismandemeru accrual for 199S and 1996 Ia 
$2.41,000 and W3,000 rapeaively. The esrimalc(l 1997 fouil dlsmantleme.nt 
ICCrual for tbe Tlpr Bey facility It $266,000. FPC'a anawers 10 Staffa 
lnterropr.ory Numbetl4 and ' provide further auppon for FPC' a anawer on 
this iuue. 

ISSUE I ; Wballa tbe l!pPropriale remalnq life, net aaJvaae. reat-: and rauhanc 
depn:cietioft ra~e for die Tl&er Bay Facillty7 

ffC.i. Florida Power Corporation propoeea an averqe aervlce life of 20 )'Qll. an 
averqc rematnlna life of 18 years, net ulva,c rate of neptlve 10 pcrcen1, 

and a dcpreclallon I'IJe of'·'"· FPC't antWett 10 Stafrt lnterroptOty 
Numbctt 1,2 and 3 provide further support for FPC's anawer on thb iuue. 

ISSUE 9; Are the purdwe power .,cement 1mnination paymenll property claaalrlcd u 
an acquialdon adjuwnent7 

ffC.i. No. Upon subaequcnt review, Florida Power hu determined that lhe proper 
PERC IICCOWI1 It 182.3 "Other RcaulatOry Alaell. • FPC's anawer 10 Staff's 
lllleiropiiOiy Number 14 providea funber suppon for FPC's &I1D'U on this 
iuue. 

ISSUE 10; Ia tbetc an acquls.idoo ldjultment auoclalc(l with the purchuc of the plant 
facilitiea'l 

~ No. F1orkla Power Ia purchuina lhe plant f.:Uit.icl a1 lhe catimaiCd nc1 book 

value of $15.9 million baled on our orlainal eos1 analyala. FPC'a anawers 10 

Staff'• IIIICmlplOry Numbers 2, 8, and 14 provide further support for FPC'a 
antwer oo thla luue. 

ISSUE 11: Should FPC be required 10 perform an orl&inal coat atudy for the Tiger Bay 
aenera.t.ina plant 10 determine the appropriate amoum of inveament and reaerve 
10 include In AccouiU I 01? 

ffC.i. No. However, In re1p0111e 10 Scaff' a inturop10ria, Florida Power 
voluntarily condue1ed an qlnal 0011 analytla by obtalnina an EPC (cnaineer, 
proc:ure and COfi.IU\Ict) budaet eatimate for a similar type of facility from Black 
cl Veatch and lndcxina tbeae 00111 10 tbe year of conwucdon uaina ..-. 
appropriate Handy-Whitman oonstructJon COil lndelt. FPC's answer 10 S11tra 

TnDOal -7-
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ISSUE 12: 
FIPIJG; 

§SUE 13; 

huerropsory Number 8 provides funber auppon for PPC'a anawer on thb 
luue. 

Ia Florida Power Corporatloo'a propoal 10 purchue the Tlaer Bay flcllhy and 
cennJn~~e the n:lalcd power pun:bue qreemenu prudent? 

FPC' 1 propolll II prudeat, u it wUI provide aubaa.ntlaJ benefit to FPC' 1 

ra~epeyen u COIIIpii'Cd 10 mainlalnlna the contriCt obllpliolll u currently 
lt1'\IC:Wnld IDd tpprOYed. FPC 1101et that It dcJelllO( believe this iJ a proper 
iuue In the coatext of this proceedina. It anempta to tpply luue analyala 
trlditiooaUy -wried 10 !be COIIIUUCtioo of new aener&Uon to a tran~~C~ion that 
doel not III¥OIYe FPC~ a new acneratJon n:IOUttiC, but wbich rather 
ia beq UDdenakea 10 mltlp- die CCIII 10 ruepeyen of pun:hued power 
oonu.cu dw have alreldy beea found prudent by thJa Commluion and the 
COlli of wblcb are then:forc dlallle for full COlt recovery, even If uneconomic 
compared 10 curn:nt new aeneralion. 

Sbould the Commlaloa 11PPf0Ye die pu.rchue qn:eruena for Florida Power 
Corporatioo 10 pun:bue the Tl&er Bay facility IDd tenniiJIIC the n:lalcd power 

purcbue IIJeemeiU? 

Yea. Tbe qreement will provide rarepayera aubstantJaJ avinas over time 
compared to the COlli thole ruepayen would Incur under the current purdwe 
power qn:ementa. Thus, this t.ri.DIICtloo ia a I'CUCICI&ble way in wblch to 

mltip.r.e die effects of the biah coa purcbue power aareemenu previous! y 
entered 0.0 by FPC with Commission appl'OYI.I. 1be UIOCiated COil tCC~DYery 

tenna In the acqulallion qreemeat. provldlna dw the Commillion must 
approve a five year ~ry period In order for the deal to cl01e, an: 
n:uonably bala.nc:cd 10 avoid undue abort-term lmf*l on ra~epayera while 
CIIIUrin& !be llllltlmum poalble tDUl benefit to ruepeyera without pt.clna an 

unfair burdeo on FPC'• aban:holdera. 

In llabt of FPC' a commitment 10 usume the au conu.ct obllptiolll undrr 
Tlaer Bay'• curn:ntaupply oonuaa, the rranaction will have no meanlnaful 
effect on Vucar au Marltetlna and therefore there Ia no reason to delay 
approval. Such delay can only work 10 the detriment of FPC'• ra~ep&yetJ by 
providin& Vutar levcrqc by which It can threaten to dlarupt the entire 
triJliiCllon IDd then:by demand COOCtJ&Iona and IICCOIIlJ'IIOdatiolll 10 wb ich It 
hu no lepJ enthlemeDL 

ISSUE 14: Should the Comml11lon tpprove recovery of the fuel cotta wociated with the 

Vutar natural pa aupply coniiiCt throu&h the Fuel and Purclwed Power Coat 
Recovcly Claule? 



fiX:;. Yea. FPC' a wWt•m• to undenakc this ttaniiCtion depends oo 11 rccdvina 
advance ippi'OYalto I'CCCMt die YUill fuel cc.t.a h .ould auumc under the 
transaction. Tiler Bay Ia ooly wllllna 10 ~ the traniiCl1on if FPC 
wumea Ti&er Bay'a pa obllpriona, thus relievina h of "like" obliplloos that 
for wblcb It wouJd baw DO 1110 without 1 flc.ility 10 bum the pa. Thus, 
FPC' a uaumptk)o of the 11au Bay'a pa oblipdons Ia e.ntia.l 10 the 
tranacdon. Tho Fuel and Purclucd Power Recovery Claute Ia the 
appropria:le recovery mcc:lwtlJm u recovery In thla manner Ia conaimnt with 
Commiasion prcccdcnt. It distributes the fuel cosu and capacity coa11 

wocialcd with this ttaniiCtion In 1 manner tba1. 10 the JI"CCIetl deJrce 
poasible while remalnl111 conaiatem with Comml.ulon prec:cdent. malnlairu tho 
ratio of fuel cc.t.a and cap~City cosu that would be upulenccd If the contracu 

were not tamiJwrd and the oootn1et c:osu insccad oontlnucd 10 be puled 
thtouah to ratcpaym. PPC'a amwer 10 Staff's lnterropcory Number 24 
provides further auppon for FPC's answer on thia l.uue. 

ISSUE 15; Should the Commillloa approve recovery of the nawraJ au tnlllpOrtation 
COliS woclaled with die Ti&er Bay Fecllity throuah the Fuel and Purcbued 
Power Colt Recovery etau.e7 

~ Yea. FPC's wUIInpcu 10 undertake this traniiCtion depend• on il receiving 
advance approval to recover tho fuel lnnlpOrtallon cosu it would wume 
under the IJUIICtlon. Ti&er Bay Ia only willina 10 undertake the trantaetion if 
FPC wumea Ti&er Bay's pa obllptiona, thus rellevina It of "like" 
obliptioos for wblcb It would have 110 ux without a facUlty 10 burn the pa. 
Thus. FPC's aawnpdon of the Tip Bay's pa obllptloru ia wential 10 the 
tranwtjoo The Fuel and Pun:hued Power RccoYery Clause ia the 
approprWr: recovery mechanlam u recovery in thir manner Ia coruiatem with 
Commluioa precedent. It distributes the fuel cosu and capaciry COlla 

ueoc iaW wid! IIIla lf'DIK'ion ID a manner that. 10 the areatest dearce 
poaib1e wtllle mnainl .. COIIIiSieol wilb Commission precedent, malmairu lhe 

ratio of fuel cosu and Clll*lty COlli that would be experienced if the contractJ 
were oat cumlnaiCd and the couua:t cosu instead continued to be puled 
throu,ab 10 mepayen. 

ISSUE 16: What Ia the ippropriale method for recoverina the COlt of the Tiaer Bay 
~facUlty? 

TIJJ:IQ'jU 

~ Aa an inlqralrd ~. all COIU abouJd be I'UOYen:d uaina the arne 
me1hod. 8ccauJe the benef1t110 be achieved are IOOS capacity relalcd, the 
appropriate method of recovery illhrouah the c.p.city Colt RccoYery ClauJC. 
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ISSUE 17; What Ia the approprlale method for recovering the cost of the power purclwe 

qreemeniJ7 

~ AJ an lnleiflled tranwdoo, all COlli abou1d be rcc:ovem:t UJina the .arne 
metbod. Ba;autQ t.bc bencfita 10 be IIChlcvcd arc 100~ c:ap.cily rc:laccd, the 

appropriale method of recovery Ia throuah the Capacity Cost Recovery Clause. 

ISSUE 18; What Ia t.bc appropriate method of recovering the cost of the Material a and 
Supply lnvemory? 

~ AJ an Integrated U"IDIICtlon, all COlli thould be reoovcrod using the ame 
method. Beamte the benefit110 be achieved arc 1001 c:ap.city rclll.Cd, the 

appropriare method of recovery iJ throl.l&h t.bc Clplclty Cos! Recovery Clause. 
FPC's anawcr to Scatrs IOletrOptof)' Number 2~ provides funhcr suppon for 
FPC's answer on this lsauc. 

ISSUE 12i Should t.bc revenue from the JtCIJD tales qreement be crodiccd through the 
Fuel and Purebued Power Reoo\'ery Clause? 

~ Yea. FPC IICCOUIIII for .-m uJea revenues from its existing University of 
Florida coceneration plant through use of I credit tO the Fuel .l..djUJtment 
Claute. The same procedure: aboold be UJCd here. FPC' a answer 10 Staffa 
l01errop10ry Number 35 provida further IUpport for FPC'a answer on lhla 
iuue. 

ISSUE 20; What Is the appropriate amortizaLion period for recovering the cost of the 

Tiger Bay generatina facUlty? 

~ Since the COIU of the T'~ger Bay generating facility Is pan of a ain&le 
lnf.Cillled transaetlon unclc.rtaktn for t.bc benefit of t.bc eus10rner , the Company 

ahould be allowed 10 reoovcr the costa over S yean. A five year recovery 
period rc:preaenta 1 rcuonable balanclna of t.bc timing of costs versUJ the 

reooanltloo of bcnefita reaultina from lhb U"IDIICtlon (which would be delayed 
throup a Ianier recovery period), avoicb a abon-1erm but substantial tale 

incnuc (which mi&)lt be required with a aborter recovery period), and avoicb 
placiaa an unfair burden on FPC' a aharcbolden by requiring t.bcm 10 support 
the buydown financing through 1 longer recovery period. The falrne" of the 

fivo-year period Ia etpeelally evident when one conaldera that FPC'a 
abareholdera wiJJnot reooaniz.e one peMy Of t.bc IIVingt achieved, and, 

indeed, will abtofb aJanll'k:a.ol additional opcratlna and other COSIJ over the 
forcsccable future:. 

ISSUE l h What Ia the appropriate amortization period for rccovertna the cost of 
tctmlnatlna the power plli'Cbue ~&rc:crnent7 



Il§V& ll: 
ut1 

~: 

ISSUE 13; 
FJPt)G; 

ISSUE 24; 
Fm.JG; 

T-1 

Since the C01U of tenninatin& the power purchue qrecments arc pan of a 
single inlqraled triJIIICt1on undcnaken for the benefit of the customer, the 
Company abould be allowed 10 recover the COIU over S yean. A~ no!Cd in 
raponte 10 IIIUC 21 above, a five year recovery period rcpre~enu a reuonablc 
b&la:ncina of the liming of CXIIU venut the recoanldon of the benefits resulting 
form lh1a UIJIIICt1on. 

Shou.ld Florida Power be granle4 the latitude to manage the collect ion of the 

purcbue price over the amortlr.atlon period? 

Yes. This latitude may cake the form of a oon-levdizcd recovery of the 
purcbue COil uslna a "COIII&allt purchulng power" methodology almilar to that 
aulhorized by the Commlaalon for fouil plant dlamantlcment cott recovery, 
and/or deferring the commencement of the five-year recovery period to April 
or October 1998. The eoJe purpote or thiJ latitude would be to alllbi liz.e the 
total rase charged 10 customen to the extent !hal recovery of tbe Tiger Bay 

purcbue COil may IOIUaCt with ocher cbanaes In Florida Power ra1e1. 

Will the COntriCt buyout and plant purcbue CIUIC rate &hock? 

FPC doel 1101 believe !hal thla Ia a proper iiiUC In the contca:t of th Ia 
procudina. HOMVU, auuming thla Ia a proper iiiUC, FPC belicvea lhat lf 
the COlli of the buyout are recovered u Florida Power hu prop<l~Cd no to

called •rase ahodt" will occur. The riVe year recovery period FPC hu 
propoeed fa1rly apreada the cott of the lranaction to minimize the rate effccu 
while abo maintalnlna a reuonablc balancing of the timing of cosu venua the 

reoosnhJoo of the benefiu ret~Jhlng from this trariSICtlon. Moreover, granting 
FPC latitude in the preciiC lim In& of the recovery would further permit FPC to 
lllbUI.ze tbe lOIII raiC cbarJCd to CUStomers to the ca:tent that recovery of the 
Tiler Bay purcbue COil may iniCr.:t with othet c:hangea in Florida Power 
raJa. 

WUI the propoal iD!J*t ecooomlc development within Florida Power 
Corporation' 1 ~ervlce territory? 

FPC doea DOt beln tbalchb Ia a proper iiiUC In !be coniUt of this 
procccdlna. HOWCYU, uaumlng this Ia a proper IIIUC, FPC believes lhatthla 
trao!!IC1Joo wUI beoefit economic development In lu ~ervlce territory by 
lc:adh:W 10 overall aavlnaa 10 ra~epayen compercd to what they would pay if 
the COIIUICU were maintalocd. 

-II-



IssU£ 25: 
fi.PUG: 

ISSUE U; 
VASTAR; 

ISSUE 27; 

What lmi)ICt will thi1 propoal have on competition in the electric indullry? 

FPC doea not believe that this is 1 proper laue In the conce.u of this 
ptcaedl.a&. However, IIIWilina this Is 1 proper laue, the effccu of this 
tr1nucdon are likely to be prooompet.ltlve by produclna lower rates for 
meperen, wblcb Ia &he ultimate &oat of competition. 

Wbether it is premature for the Florida Public Service Commiuion (the 
"Commiuion") to consider the Petit ion filed by Florida Power Corporation 

("FPC") until Tl&er Bay Umitcd Partnership ("TBLP") hu obtained VGM'1 
COI\Iei'IIJ u required by the terms of TBLP's Gu Sales and Purchue ConU'ICt 
with VGM (rhe "Gu SaJea CoiiUICt")? 

FPC doea not believe that this is 1 proper laue In the conrut of this 
prcaedlna. However, UIUJTiin& this is 1 proper iiiUC, there is no rcuon for 
&he Commlulon to defer oonslderation of thiJ ll'IIIIICiion while 1waitlna 
Vuw'a COIIICnt. Such an ~pproach would threalCD to dearoy the triiiiiCtion 
to the detrlmen1 of FPC'a ratepayera and would allow Vutar to hold the 

trnucdoo ~. In an ane.mptto ~IJ'ICl undetervcd benefits 11 the expense 

of FPC' a rateparen. 

Should thiJ docket be c:loecd? 

f.fs:.;. Yea. 

TISllOal -12-
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None at chil rime .. 

F. PENDING MOTIONS 

Vuw'a motion to Intervene. 

FPC' a .everal modona leeklna c:onfldentlallreatrnent or certain doturnenta. 

G. REQUIREMENTS THAT CANNOT BE COMPLIED Wmf 

None. 

B. l118ER MATTERS 

None. 

l . APPEARANCES 

TnlJO!&I 

JAMES P. PAMA, Eaqulre, and JAMES A. MCGEE, Eaquirc. 
Florida Power Corporation. Poll Office Box 14042, St. Petersburg. FL 33733-4042 

CHRJS S. COUTROUUS, Elquire, Carlton. FleldJ, Ward, Emmanuel . SmiLh ct 
Cutler, P.O. Box 3239, Tampa. FL. 33601 

Relpedfully aubmined, 

OFFICE OP TifE GENERAL COUNSEL 
FLORIDA POWER CORPORA T10N 

JAMES P. FAMA 
JAMES A. McGEE 
Post Office Boll 14042 
St. ~nburg, Florida 33733-4042 
Telepbone: (813) 866-5184 
Facaimlle: (813) 866-<(931 

and 

CARLTON, FIELDS. WARD. EMMANUEL 
SMITH &: CUTl..ER, P.A. 
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Chris s. CAuii'OUlil 
Fla. Bar No. 300705 
One Hatbour Pllcc 
m s. Harbour lsland BoWevard 
Tampa, Florida 33602-5799 
Tclepboue: (813) 223-7000 
Falmllc: {813) 229-4133 
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CF.I,DFJCAIE OF SF.RYJCE 
Docket No.: 970096-EQ 

I HEREBY CERTIFY tJw a 1111e and correct copy of the fore&oing 1w been 

communic.aled via ru and tent by rquJar U.S. mall co the following individuals on 

March 13, 1997: 

D. Bruce May 
Karen 0. Walker 
Holland &: Knipt l.LP 
P. 0. Drawer 810 
Tallahulee. Florida 3230'2 

Norma J. Rosner 
General Counsel 
Vasw Gu Martetlna. Inc. 
200 WC&tlake Park Boulevard 
Suite 200 
Houston, Tew 771)'79.2648 

John W. McWblner, Jr. 
McWhirter, ReeYa, Mc:Giothlin, 

Davkbon, Rlef &: Baku 
P. 0. Box 3350 
Tampa, Florida 33601 

Joseph A. McGlothlin 
Viclci Gordon Kaufman 
McWhirter, ReeYa, McGiochlin, 

Davkbon, Ric(&: Baku 
117 South Gadldeo Street 
Tallahassee, Florida 32301 

Tnnoa.l 

Pauiek K. Wlulns 
Donna L. Canzano 
Wl&ains &: Villacorta, P.A. 
501 Eut Tennweo Street 
Suite 8 
Poa Offloe Drawer I 657 
TaJ!tbuece, Florida 32302 

Kenton Erwin 
OeQcc Eot.ray, Inc:. 
2500 City West Boulevard 
Suite ISO 
Hou110n, Tew 77042 

Lorna R. Waaner 
lS-40 Shumard Oak Boulevard 
Room 370 
Tallalwsee, Florida 32399-0850 

I= 

Atcorney 
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