
FPSC Staffs First Set of Interrogatories 

GULF POWER COMPANY 
June 7, 1999 
Supplemental Response to Item No. 8 

Docket No. 990325-E1 (c I O d )  

8. Discuss the current status of negotiation with the RFP respondents “with the best offers”, 
as stated at page 69 of the Need Study. Explain the chances that an RFP project will be 
signed and built instead of Smith Unit 3. 

SUPPLEMENTAL RESPONSE: 

As noted in the original response dated April 19, 1999, the reference on page 69 
of the Need Study was related to the solicitation by Gulf and Southern Company Services 
(SCS) seeking proposals regarding natural gas supply to Smith Unit 3. At the time of the 
original response to this interrogatory, Gulf and SCS were still in the process of pursuing 
natural gas proposals in order to secure the best fuel costs for Smith Unit 3. On June 4, 
1999 letter agreement regarding firm natural gas transportation service to Smith Unit 3 
was signed by the respective parties. The contents of this letter agreement constitutes 
confidential, proprietary business information and is submitted to the Florida Public 
Service Commission as an attachment to this document pursuant to a Notice of Intent to 
Request Confidential Classification dated June 7, 1999. 
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Florida Gas Transmission Company 
R 0. Box I188 ‘Hwzton. TCKOS 77251-1188 (7131 8534161 

Mr. CharltsNUckOb 
srnithemcwrpsay senti- Inc. 
P. 0. Box2641 
B- AL 35202-2623 

713 853 6756 P . 8 2 4 2  

Dear Mr. Nuckob. 

Flczrida Gas Tran%mission Company (“FGT”) and Southem Company Services, Inc., 
(“Southem Company”), as agent for its afiibed optrating elcctdc ut&y ampiia GullPowe 
company, Alabam Power Compaay, Georgia Power Compcvry, Misi&#i Power Compury, 
and S a d  Elecnic and Power Company, (coilectively n f a r e d  to as “Pix&iea”) are parties to 
the-2 serv iCtAgrc”t tbrFirmT~rta t i0n  savicc to Gulfpower Compuy‘sgaS- 
fired power production hcility located m Bay County, Florida, dated June 4,1999 (“Plant Smith 
Agrca”?, in conjuLL41on * with FGT’s ptoposed Phase V @on Vrojcct aaticiprtcd to be 
placed in savice in Apiit 1,2002 (“Phase V Feciiitia‘). As part of OYQoll agramcnt, FGT 
and Southern Company desire to enter into this additional agmment regardiaq; Plant Smith as set 
fbrthbelow. 

An IWRON/”AT Affiliate. 
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3. consisterrt with FGT's FERC Gas T H ,  FGT shall provide dircct access to Mobile 
Bay m&pt pints for the volume amtrackd under the P h t  Smith Agrement in the 
P h a S e V ~ p r O j e C t .  

4. Subject to otber terms of this m, the Phase V expansion prqject shall include 
the installation of a lateral pipeline ("Plant Smith Lateral"), which the particrs 
oantrmplate bdng rolled into FGT's FTS-2 cost-of-service. With nspect to tbe 
rsquitbd metcT aed r e g u b r  sfahn at the delivery point to P h t  Smith ("Ma 
Statian"), Southan Cornpany shall, at its own expense, install, own, and operate the 
M&R S t a h  (or, may contiact witha third party to da so), except that FGT q u i m  
that it awn and operate the EFM and c o m m u n i d m  equipment. Such M&R StatiQn 
s U  be designed, in any event, to satis@: (a) Southem Company's operating 
n q h m e n t s  for Plant Smith, and (b) FGT's constructicm pcifhtions. Tbc Plant 
Smith UtmI shall be a pipeline with a minimum diameter of 18-inches and shaii have 
delivery capbility 0f4,oOO MMBtu per how at a 51% psis delivery pressure at Plant 
Smith. Tbe Phnt smith Lateral shall have a delivefy capability of up tcT 174,000 
MMBtu pa day and shall colllicct to two (2) FGT mainlines at milepost 340.2 in 
Washingtoa County, Florida and follow the propod route as shown on Exhibit "A' 
attached h-. Upon compl&on of the Plant Smith Lateral, FGT shau own and 
o~etate such lateral as part af FGT's o v d  system. 

The obligation of FGT, or its affiiiates, to oonsbuct the Plant Smith Labcral, and 
FGT's 0blig;rtiOn to plntvidt firm t r a n q "  SCrrIce to Plant Smith, is upressiy 
mtbgent upon the receipt and acccp~ulce by FGT (and/or an mate of FGT) of all 
regulatory and Ulvironmental epprovals requited to canstrucl, own, Operate, iurd 
ocquireaccessto, the Plant SmithLateral and t&eM&R Station, including all neccssay 
authorizatisns fiom federal, state, 1 4  andlor d u p d  agencies of other: 
~ ~ W O r i ~  

5. FGT WI seck authorhation to deliver test &u to Plant Smith ad, subjas to obtahbq 
FERC authority to flow in advance of the Phase V in-"ice date (i.e. on the Initial 
Testing Date), to deliver gas to Plant Smith bcgimhq on the initial Testing Date and 
emding upon the Phase V in-service date under term dtrd conditions that will bw no 
ii&wse fhmcial impact on FGT. 
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The YnitiaI Testing Date" of the F d t i e s  fix Plant Smith, anticipated to be October 1, 
2001, rphall be the date Southern Company advises FGT that Plant Smith is ready to 
recdvc gas service and has "inated gas as provided beiow and FGT is able to deiiver 
test gas pursuant to this Agreement, but in event earlier than ~ l n i n d r e d  sevrnty 
(270) days alter the receipt by FGT ofa fiaal non-appdable order fram FERC approvhg 
thc Phasc V Expa" Facilities (Untess this condition is waived by FGT). 

Subject to Gulfpower Company's p+ki power production fscility at piant smith (the 
Vroject") be& capable of bdq  gas and Southan Company having nominated gas 
delimi- the P d e s  rtcopkc that the firilure to deli- gas on the Initial Testing Date 
wiU cause Southem Company and/or its affiliates to incur k e a s e d  costs and polw'ble loss 
of elecWty sales. Thc Parties agree that S20,OOO per day is  a " a b l e  plea 
estimm of such costs (which are difl6cult ifnot impossible to ascatah with ceminty and 
which sre inttnded as iiquidated damages and not as a penalty) and that such $ZO,OOO per 
day sbdl be aeditd against thcc hargesowedto FGTW be paid by Southern Company ia 
the went of such Wure, up to a total ofS1,2Oo,ooO. 

Bt@ming with tttc Initial Testing Date and d i n g  upon the Phase V in-service date, 
antk@W to be Aprir 1,2002, Southern Company shall pay FGT for 10,OOO MMBtu/day 
oftransportation service at a rate of $0.7536 per MMBtu. Additional qwnti tk  of test 

released firm ttansportation seNicc. 
gasmybe - and SChedrJed by soutfran CQqany pursuant to i n t m p t i i  ot 

6. 

7. 

a. 

T h c P a r t i c s ~  thst t b i s L e t t t r ~ c n t  shdl be amended ir; in the fbfe,  the rate fbr 
Plant Smitbvolumesmust beresltructured fbt FGT to lcoeivc a more hrabk ngulatory 

howevcr, in no event sMI such amendment incteasc the total payment 
obii@on set fbith in Patagrapb 2 hereof for Southern Company fbr the v ~ h n e s  
delivend to P b t  S&. In no event shU the annuul payment to FGT for h 
transpctdon Service to Plant Smith be greater than S16,779,657.00, d u d i n g  f i d  
manionand- 'on surcharg#. 

Southun Company and FGT shall maiLdpitl thir document d d d  Bad agrco Dot to 
disclose this document or its marts, except as mutuauy agreed or unless ordered to do 
shy an authorhd agency or court, or as nquued by law or regulation pnwidcd, 
how&, that GuKBower Company may disclose this Letter Agmment on a confidential 
basis torhe FIorida Public SerVia CommiSriOn in c t m n W o ~  witk the Project. 
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9. The tenru of this letter A g r c ” t  shall take preccdmce over the term ofthe P W  Smith 
Agreeman. Except as expressly provided herdn, the tams of tftt Plant Smith A p u m a  
are no! otherwise moditied. 

IO. Southern ComPMy’s obligation to perfom this Agree” and to accept ScNicc under the 

Company and/or GulfPower Coatpany of dl rrppr~&,  pennin, Lknscs, c ” e s ,  
rights-of-way$, erwan#as, permits and waivers required for the Project, including all 
neassary authorizations ffom The Southern Company and fidaal, state, Id a d o r  
municipal sgeacies or other govanmcntol authoriticS (collectivdy, ”approvals”), and upon 
thc receipt by FGT of its aflihtesof ail pedbnnance guarantees satisfactory to  sou^ 
Comppny in CormectiOII with the Project. All such approvats shall be in fona and 
substance Satidkctory to Southern Company and shall be final Mre the respective 
govenvncxitof d m i t y  and no 1ongcr subject to appeals or rehearin& provided, howcwr, 
thst Southern Company may waive the condition that such clpptoval be fina d o r  no 
hgcr subject to appeal or rehearins. In the event the condition set f d  above b aot 
satisfied, Southem Campany may tenninase this Lena Ageenmt and the PIant Smith  
Agreemoat. Upon t#mination, Southern Company shall be required to FGT fbr 
costs incurred or d t t e d  prior to the date of termidon, less any sahragc cost. 

Plutt Slrrith Agreamntis orprcssly coatingma onthe receipt and a c c x q ”  by so\Jtbam 

11. ’fhis Mer 4m==t and any final agreements arising out of this Letter ~n 
subject to approval by tbc board of dircctars ofFGT. FGT agrees to obtain d a p p d  
by July 1,1999. Subject to such approval, this A g ” e n t  shall bccome ef?hive on thc 
exfcutioa hereof and ShaIl fcmaiLl in full fbfcc and eact  dufing the tam ofthe nmt 
Smith Ag”u& ifnot tcrmiaatedprior to such date by mutual ap”t of the parth 
or pumarat to the twms haein. 

12. Subject to the contingmcjes stated in this Letts Agreanens FGT shall fle its oppliccltion 
fixsuthorityto consrructd#pR91# VFacilitics as related to Plant Smith, notwithotanding 
the prwisionS of Section 11.2 of the Plant Smith Agmment, and FGT adcnowIedger tht 
SoutharnCompanyhasdemonsrrstedcr- * csb satisfactory to FGT under sclch 

T h e ~ k s s U t e d h t h i s L c t t e r A ~ s h a U b e i n l i c u o f S e c t h s  
11.2(c), 11.2(9 and 1 l.Z(h) of the Plant Smith Agrccmont. 
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If this Agteeaoeat is in a c z d a a a  with southern Company’, * plccucm 
acknowladge in the spha provided Wow. 

FI,ORIDAY TUNSjdISSION COMPANY 4 
By: AG-& ” 

0- tbis T d a y o f J w €  ,1999. 

S O U ”  COMPANY SERVICES, INC., as the 
a!gaI t0 fAlrbaauP~co”y ,~*Powlcr  
company, GulfPowercompaay,~ppiPowa 
comlwnyaad SavanMhEleCtric and Powtrcompany 

By: 
\ 


