Florida

Power
CORPORATION JamEs A. McGee

BN OR COUNSIL

February 14, 1997

Ms. Blanca S. Bayé, Director
Division of Records and Reporting
Florida Public Service Commission
2540 Shumard Oak Boulevard
Tallahassee, Florida 32399-0850

Re: Docket N R94.]
Docket

Enclosed for filing in the subject dockets are an original and fifteen copies
of Petition for Proposed Agency Action and Motion for Informal Prcuearing
Schedule by Florida Power Corporation.

Dear Ms. Bayé:

Please acknowledge your receipt of the above filing on the enclosed copy
of this letter and return to the undersigned. Also enclosed is a 3.5 inch diskette
containing the above-referenced document in WordPerfect format. Thank you for
your assistance in this matter.

Very truly youru,

; James A. McGee

JAM/kp
Enclosures
cc: Parties of Record
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CERTIFICATE OF SERVICE

I HEREBY CERTIFY that a true copy of the enclosed Petition for Proposed Agency
Action and Motion for Informal Prehearing Schedule of Florida Power Corporation rega-ding
Docket No. 961184-EQ has been furnished to the following individuals by U.S. Mail this 14th

day of February, 1997:

Joseph A. McGlothlin, Esquire J. Roger Howe, Esquirc

Vicki Gordon Kaufman, Bsquiie Office of the Public Counsel

McWhirter, Reeves, McGlothlin, 111 West Madison Street, Room 182
Davidson & Bakas Tallahassee, FL  32399-1400

117 S. Gadsden Street
Tallahassee, FL. 32301

Roger Yout, P.E. Debra Swim, Bsquire

Thomas Donchez Legal Environmental Assistance
Air Products & Chemicals, Inc. Foundation, Inc.

2 Windsor Plaza 1115 N. Gadsden Street

2 Windsor Drive Tallahassee, FL 32303

Allentown, PA 18195

Sheila Erstling, Esquire
Florida Public Service Commission
2540 Shumard Oak Boulevard
Tallahassee, FL.  32399-0850
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

Docket No.970002-EG
In re: Conservation Cost Recovery

Clauses of Electric Companies. Submitted for filing:
February 14, 1997
CERTIFICATE OF SERVICE

I HERERY CERTIFY that a true copy of the Petition for Proposed Agency
Action and Motion for Informal Prehearing Schedule by Florida Power
Corporation has been furnished to the following individuals by regular U.S. Mail
this 14th day of February, 1997:

Robert V. Elias, Esquire

Division of Legal Services

Florida Public Service Commission
2540 Shumard Oak Blvd.
Tallshassee, FL 32399-0850

J. Roger Howe, Esquire
Office of the Public Counsel
c/o The Florida Legislature

111 West Madison Street, Room 812

Tallahassee, FL. 32399-1400

Lee L. Willis, Esquire

James D. Beasley, Esquire

Macfarlane Ausley Ferguson
& McMullen

P.O. Box 391

Tallahassee, FL 32302

Charles A. Guyton, Esquire
Steel, Hector & Davis

215 S. Monroe Street, Suite 601
Tallahassee, Flonida 32301

G. Edison Holland, Jr., Esquire
Jeffrey A. Stone, Esquire
Beggs & Lanc

P. O. Box 12950

Pensacola, FL. 32576-2950

Wayne L. Schiefelbein, Esquire
Gatlin, Woods, Carlson &
Cowdery

1709-D Mahan Drive
Tailahassee, FL 32308

Norman Horton, Jr., Esquire

Messer, Vickers, Caparello,
French & Madsen

P. O. Box 1876

Tallahassee, FL 32302

Robert Scheffel Wright., Esquire
Landers & Parsons

310 West College Ave.

P.O. Box 271

Tallahassee, FL 32302
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Gail P. Fels, Esquire

Assistant County Attorney

111 N.W. Ist Street, Suite 2810
Miami, FL 33128-1993

John W. McWhirter, Jr., Esquire

McWhirter, Reeves, McGlothlin,
Davidson & Bakas

100 N. Tampa Street, Suite 2900

Tampa, FL 33602

Joseph A. McGlothlin, Esquire

Vicki Gordon Kaufman, Esquire

McWhirter, Reeves, McGlothlin,
Davidson & Bakas

117 S. Gadsden Street

Tallahassee, FL 32301

H. G. Wells
276 Spring Run Circle
Longwood, FL 32779

" Charles A. Costin, Esquire
P. O. Box 98
Port St. Joe, FL. 32456

Ross S. Burnaman, Esquire

Legal Environmental Assistance
Foundation, Inc.

1115 N. Gadsden Street

Tallahassee, FL 32303

Terry Black, Esquire

Pace University Energy Project
78 North Broadway

White Plains, NY 10603

<

Debbie Stitt

Energy Conservation Analyst
St. Joe Natural Gas Company
P. O. Drawer 549

Port St. Joe, FL. 32456

Richard A. Zambo, Esquire
598 S. W. Hidden River Avenue
Palm City, FL 34990

Mr. Stuart Shoaf

St. Joe Natural Gas Company
P. O. Box 549

Port St. Joe, FL 32456

William B. Watson, III
Watson, Folds, Steadham,
Sproull, Christman & Brashear
P. O. Box 1070

Gainesville, FL 32602

Kenneth A. Hoffman, Esq.

William B. Willingham, Esq.

Rutledge, Ecenia, Underwood,
Purnell & Hoffman, PA

P.O. Box 551

Tallahassee, FL.  32302-0551

Mr. Frank C. Cressman
President

Florida Public Utili"ies Company
P.O. Box 3395

West Palm Beach, FL  33402-

ok —
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Petition for approval of an
early termination amendment to a
negotiated qualifying facility contract Docket No. 961184-EQ
with Orlando Cogen Limited, Ltd.
by Florida Power Corporation.

Docket No. 970002-EU

Submitted for filing:
February 17, 1997

In re: Energy conservation cost
recovery clause.

FLORIDA POWER CORPORATION’S
PETITION ON PROPOSED AGENCY ACTION

Florida Power Corporation (Florida Power), pursuant to Rules 25-22.029
and 25-22.036, Fla. Admin.. Code, hereby files this Petition on Proposed Agency
Action with respect to Order No. PSC-97-0086-FOF-EQ (the Order), issued by
the Florida Public Service Commission (the Commission) on January 27, 1997 in
the above-captioned dockets and, in support hereof, states as follows:

Introduction
1. The name and address of the Petitioner is:
Rt v o
St. Petersburg, Florida 33733
Copies of all pleadings, notices and correspondence in this case should be directed
to the undersigned at the foregoing address.
2. Florida Power received notice of the Commission’'s Proposed Agency
Action Order on January 27, 1997 by facsimile transmission from the

Il Commission.
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Background

3. On October 1, 1996, Florida Power filed a petition for approval of an
carly termination amendment to a Negotiated Contract with Orlando Cogen
Limited, Ltd. (OCL), a qualifying facility (QF). Th~ contract provides for a
committed capacity of 79.2 MW for a 30-year term expiring December 31, 2023.
The amendment terminates the last ten years of the contract. Florida Power's
petition also requested authorization to recover the cost of the contract’s early
termination, $49,405,000, over a five-vear period through the Capacity Cost
Recovery clause. In addition, Florida Power asked that the rate impact of the
carly termination costs on residential customers be mitigated by crediting the
Energy Conservation Cost Recovery (ECCR) clause with the previously deferred
1995 revenue decoupling over-recovery balance.

4. On December 26, 1996, Staff filed a recommendation to the Commissior
on Florida Power’s petition which contained both a primary recommendation to
approve the early termination amendment for cost recovery ana an alternative
recommendation to deny the amendment. The primary recommendation was
based on Staff’s finding that early termination of the OCL contract would relieve
ratepayers of $459.0 million in known capacity payments and $283.3 million in
projected energy payments, or $742.2 millivn in total payments under the
contract. The costs to ratepayers to replace the last ten years of the contract,
including the $49.4 million early termination payment, were found to be $279.9
million, thus providing ratepayers a total nct savings of $462.4 million, or $33.0

million in current (net present value) dollars. The same comparison using an

Piomlpa Powgn CoOmRPORATION




updated fuel forecast and economic date produced net present value savings of
$30.5 million.

5. The primary recommendation also presented an important policy issue
to the Commission. Staff recognized that, in addition to the expected benefits to
ratepayers, early termination of the contract will also mitigate potential strandable
costs, However, since an open-access environment (when potential strandable
costs actually become stranded) has not yet arrived, Staff advised the Commission
that it was uncertain “whether it is appropriate to address potential strandable
costs at this time.”

6. The alternative recommendation was based on two primary concerns.
First, the payback period was felt to be too long because the $49.4 million will
be borne by ratepayers over the next five years, while the benefits of early
termination will not begin for 17 years, thus creating an intergenerational
inequity. Second, the alternative recommendation found that by performing a
sensitivity study using the high band of a fuel forecast prepared by Florida Power
in early 1995 and a 33% higher inflation rate than assumed in the base case,
savings are reduced to the point that Florida Power's ratepayers may be no better
off than under the original contract.

7. Staff's recommendation was scheduled for the Commission’s January 7,
1997 Agenda Conference. At that time the Commission approved Staff’s
alternative recommendation without discussion or comment. The Commission
also approved the crediting of the 1995 residential decoupling over-recovery
balance through the ECCR in Docket No. 970002-EU, an action which is not
subject to or challenged by this petition.

o
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Disputed Issues of Fact and Policy

8. Florida Power asserts that the disputed issues of fact or mixed issues of
fact and policy include, but are not limited to, the following:

That the proposed buyout of the OCL contract is not inconsistent with
the objectives of the reverse auction bid solicitation.

That the proposed buyout of the OCL contract does not have negative
effects on intergenerational equity such that the proposed buyout should
not be approved.

That the proposed buyout of the OCL contract will provide net benefits
sooner than 22 years into the future.

Whether, if there is a regulatory goal of intergenerational fairness, it
is being applied invalidly in this proceeding.

Whether the “sensitivities® performed in support of the Alternate Staff
Recommendation are correct; arc incomsistent with planning
assumptions and methodologies or are appropriate.

Whether all assumptions from FPC's 1996 Ten Year Site Plan that
were used to perform “sensitivities® by Staff in support of the
Alternate Staff Recommendation were found to be suitable for planning
purposes at the 12/2/96 Internal Affairs Conference whether each of
the "sensitivities” developed by the Staff in support of the Alternate
Recommendation are reasonable correctly performed and developed
and demonstrate the impact of short-term changes in fuel price
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g. Whether the assumptions used in performing the “sensitivities™ in
support of the Alternate Recommendation arc appropriate and
appropriately characterized in the Alternate Recommendation.

h. Whether the "scenarios of higher fuel prices and higher rates of
inflation [are] consistent with historical events over recent history” and
whether these scenarios “represent reasonable scenarios for the future”
are correct assertions and whether inconsistent with the planning
approach approved by the Commission,

i.  That the Order fails to consider “whether it is appropriate to address
potentia! strandable costs at this time.”

9. As is more fully explained in Florida Power's Motion for Informal
Prehearing Schedule, which accompanies this petition, the resolrtion of the
foregoing issues may not require a full cvidentiary hearing pursuant to Section
120.57(1), Florida Statutes. Florida Power believes that an informal procedure
;vhoreby discussions may be conducted among the parties would greatly facilitate
which disputed issues are presented to the Commission for resolution and how that
presentation, in the judgment of both Staff and Florida Power, might be made.

Florida Power’s Substantial Interests
10. Florida Power has a substantial interest in the amendment to the OCL
contract in that the amendment will provide net savings of over $400 million to
Florida Power and its customers and will mitigate the exposure of Florida Power
and its customers to potantially strandable costs in the future. Denial of Florida
Power's petition for approval the amendment will adversely affect these
substantial interests.
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WHEREFORE, Florida Power Corporation respectfully requests that the
Commission grant this Petition on Proposed Agency Action and set an informal
prehearing schedule consistent with Florida Power's accompanying motion.

Respectfully submitted,

OFFICE OF THE GENERAL COUNSEL
FLORIDA POWER CORPORATION

o Hud —

James A. McGee

Post Office Box 14042

St. Petersburg, FL 33733-4042
Telephone: (813) 866-5184
Facsimule: (813) 866-4931

PrLomlos Powgn CORNPORNATION




BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re; Petition for approval of an
early termination amendment to a
negotiated qualifying facility contract Docket No. 961184-EQ
with Orlando Cogen Limited, Ltd.
by Florida Power Corporation,

Docket No. 970002-EU
In re: Energy conservation cost : )
recovery clause. Submitted for filing:
February 17, 1997

MOTION FOR INFORMAL PREHEARING SCHEDULE

Florida Power Corporation (Florida Power) hereby files this Motion for
Informal Prehearing Schedule requesting authorization for Florida Power and the
Commission Staff to meet prior to the Commission's determination of whether a
Section 120.57(1) or Section 120.57(2) hearing will be held. Florida Powe:
submits that such meeting would facilitate the hearing process and that the parties
should attempt to narrow the issues in dispute and consider an alternative method
of addressing and resolving factuzl and potential policy and legal issues. In
support of this Motion, Florida Power states:

1. Florida Power Corporation, pursuant to Commission Rules 25-22.029
and 25-22.036, Fla. Admin. Code, has filed its Petition on Proposed Agency
Action concerning the Notice of Proposed Agency Action Order Denying Petition
for Approval of Early Termination Amendment issued by the Commission ou
January 27, 1997. The Petition on Proposed Agency Action was filed on
February 17, 1997 and was thus timely filed.
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2.  Pursuant to Rule 25-22.036(9)(b), Fla. Admin. Code, if a petition on
proposed agency action is granted, the Commission may determine whether a
Section 120.57(1) hearing or a Section 120.57(2) hearing is required.

3.  As set forth in Florida Power’s Petition on Proposed Agency Action
in this docket, the Commission’s decision involves not only issues of fact but also
issues that are a mixture of policy and fact and policy and law. Moreover, the
procedure leading to the issuance of the Commission’s Notice of Proposed Agency
Action did not involve the establishment of separate discrete issues as would be
developed during a prehearing conference.

4. As the Commission is aware, the Staff recommendation contained both
a primary and alternative recommendation. The Commission approved the
alternative recommendation which not only addresses matters of policy but also
concluded that the proposed "buyout’s cost-effectivencss appears to be too
sensitive to fluctuations in fuel price projections and inflationary assumptions.”

5. Florida Power is not yet fully appraised of the factual basis for the
conclusion that the "cost-cffectivencss appears to be too sensitive” to various
assumptions. However, Florida Power believes that an informal procedure
whereby discussions may be conducted would greatly facilitate which disputed
issues are presented to the Commission for resolution and how thai presentation,
in the judgment of both the Commission Staff and Florida Power, might be made.

6. Florida Power submits that granting the Motion for Informal Prehearing
Schedule, and cither establishing a series of noticed meetings between Staff and
Florida Power or allowing Staff and Florida Power to murually agree to a series

of noticed meetings would not only facilitate the ultimate resolution of this matter
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and reduce administrative cost and expense but would also assist the Commission
in determining whether a Section 120.57(1) hearing or a Section 120.57(2)
hearing is required.

WHEREFORE, Florida Power respectfully requests that the Commission
grant its Motion for Informal Prehearing Schedule and requests @ schedule of
meetings (or allow the parties to schedule such meetings) between the Commission
Staff and Florida Power prior to the Commission’s determination of whether a
Section 120.57(1) or a Section 120.57(2) hearing will be held. Floride Power
submits that such meetings would facilitate the hearing process and allow the
parties an attempt to narrow the issues in dispute and consider an alternative

method of addressing and resolving factual and potential policy and legal issues.

Respectfully submitted,

OFFICE OF THE GENERAL COUNSEL
FLORIDA POWER CORPORATION

ames A, McGee

ost Office Box 14042
St. Petersburg, FL 33733-4042
Telephone: (813) 866-5184
Facsimile. (813) 866-4931
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