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DATE: February 21 , 1997 

TO: All Parties 
FROM: Lorna R. W..,-, Attorney, Division of Legal Services LW 

William C. Kcatina, Attomey, Division of Legal Services ~ 

RE: Docket No. • Petition for expedited approval of agreement with Tiger Bay 
Limited Pnllnbip to purcbue Tipr Bay coaeneration facility and terminate related 
purcbued power coabiCtl by Florida Power Corporation. 

Vie [paimile 

The following is a nriled list of issues agreed upon by the parties in the ~vc refcreoccd 
docket. If you have any questions, please contact us at (904) 413-6199. 

bsae 1: 

Iuae l: 

Iaae 3: 

bsae 4: 

bsae 5: 

••e6: 

Juae '7: --
lau 8: 

·-

BcyiHd Utt of lgga 

Hu Florida Power Corporation provided adequate assurances regarding the 
operalioaal reliability of the Tiger Bay generating facility? 

Has Florida Power Corporation provided adequate llSSUI'8DCes regarding the 

financial viability of the Tiger Bay generating facility? 

Are Florida Power Corporation's projections of non-fuel operating expenses 
reuooablc? 

Has Florida Power Corporation provided adequate assurances that sufficient natural 
gu pipeline capacity will be available to transport natw"al gas to the Tiger Bay 
facility? 

Is Florida Power Corporation's fuel price forecast reasonable? 

Are Florida Power Corporation's financial asswnptions reasonable? 

What is the appropriaae annual accnaal amount for the provision of final 
diiiDIDtlement of tbc Tiger Bay facility? 

Wbat is the appropriate remaining life, net salvage, reserve, and resultant 
depreciation rate for the Tiger Bay facility? 

OOCUHPIT hiJtA?r.q - DATE 

9 FEB 2l ~ 

FPSC-RECOROS/REPORTING 



.. 
RcviiOd IIIUCI 
Docket No. 970096-EQ 
Page3 

luue 21: 

luue 22: 
FPC: 

..... 23: 
FIPUG: 

luue 24: 
FIPUG: 

luue 25: 

What is tbe appropriate amortization period .for recovering the cost of terminating 
the power purcbue agreements? 

Should Florida Power be granted tbe latitude to manage the collection of the 
purchase price over the amortization period? 

Will the COiltriCt buyout and plant purclwe cauae rate shock? 

Will tbe proposal impact economic development within Florida Power 
Corporation's service area? 

FIPUG: What impact wiU this proposal bave on competition in the electric industry? 

luue 26: 
V ASTAR: Wbelber it is premature for tbe Florida Public Service Commission (the 

~onj to consider the Petition filed by Florida Power Corporation 
("FPC") until Tiger Bay Limited Partnership (WfBLP'') has obtained VOM's 
COIIIeDts as required by tbe terms of TBLP's Oas Sales and Purchase Contract 
with VGM (tbe "Gas Sales Contract .. ). 

luue 27: Should this docket be closed? 

LW/js 
cc: Blanca Bayo 

Kenneth Dudley 
Paul Stallcup 
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1 of the management of various contractual agreements (e.g., purchase power 

2 agreements, gu aupply and transportation agreements, lease agreements, and 

3 operations and maintenance agreements) between the partnerships and third 

4 partial to enaure that contract administration is conducted in an effective 

5 manner. 

6 

7 Q, PleaH describe your educational and business background. 

8 A . I have 1 Bachelor of Science Degree in Architectural Engineering and a 

9 Master of Business Administration - Finance. Both degrees were obtained from 

10 the University of Texas at Austin. In June 1987, I was employed as a Project 

11 Engineer by L.F. Driscoll Company where I developed, implemented and 

12 managed project budgets and scheduling for commercial office space and 

1 3 hospital construction. 

14 

15 In 1990, I waa employed by Austin Trust Company/Thornhlll Securities. My 

16 duties included the analysis of bond portfolios with respect to credit and 

17 interest related rilkl. I also was responsible for preparing federal and state 

18 employment tax and State Banking CommisGion reporting. 

19 

20 In 1991, I wu employed u a Business Manager at Destec Energy, Inc. In that 

21 capacity, I was directly responsible for the management of several partnerships. 

22 These respon1ibilities included management of support staff, contract 

23 administration, Interest rate and gas price hedging, regulatory activities, utility 

24 and ateam host relations, and facility construction. 

25 

. 2 -

-



\ 

\ . - . 

1 A. Destec Management provides business management services to the Tiger 

2 Bay Facility under a Buainess Management Agreement between Tiger Bay and 

3 Destec Management, an affiliate of Destec, the owner of a 60.79% partnership 

4 interest in Tiger Bay. Aa previously indicated, Tiger Bay owns the Tiger Bay 

6 Facility, and on January 20, 1997, Tiger Bay, FPC Acquisition l.l.C. ("FPC"), 

6 a wholly owned limited liability company subsidiary of Florida Power, and 

7 Florida Power executed a Purchase Agreement (the "Purchase Agreement") 

8 pursuant to which Tiger Bay agreed to sell and FPC agreed to purchase the 

9 Tiger Bay Facility and certain other a11ata for a purchase price of 

10 $445,000,000.00, subject to certain adjustments, and Florida Power agreed 

1 1 to guarantee the obligations of FPC. 

12 

13 Ill. THE ptJftCHASE AGREEMENT TRANSACTION 

14 

16 0. PluM dacrlbe the trenuction contemplated by the Purchaae Agreement. 

16 A. Under the Purchase Agreement, in addition to and in connection with the 

17 sale of the Tiger a.y Facility, Tiger Bay agrees to assign to FPC certain material 

18 contracts, which include, but are not limited to: (I) five separate power 

19 purchase agreements (the "PPAs") under which Florida Power Is currently 

20 obligated to purchase, and Tiger Bay is obligated to make available to Florida 

21 Power, the capacity of and energy generated by the Tiger Bay Facility, (Iii a 

22 steam sales agreement (the "Steam Agreement") for the sale of the steam 

23 ·· generated by the Tiger Bay Facility to U.S. Agri-Chemicels Corporation; (iii) the 

24 Lease of the 1ite on which the Tiger Bay Facility Is located (the "Leese"); (iv) 

26 the contract with Dettec Operating Company (•ooc•) for the operation and 
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1 maintenance of the Tiger Bay Facility (the "O&M Agreement"), which will be 

2 modified to provide that either party may terminate the O&M Agreement on or 

3 after nine months after the Purchase Agreement closing; and (v) Tiger Bay's 

4 contracts for the supply and transportation of natural gas to fuel the Tiger Bay 

5 Facility (the •oaa Agreemanta"). The Purchaaa Agreement provides for FPC to 

6 assume and perform Tiger Bay's obligations under the Steam Agreement, the 

7 Lease, the O&M Agreement and the Gas Agreements. 

8 

9 a. Ale the obllgatlona of the partlea to the Purchase Agreement subject to any 

1 0 conditione? 

11 A. Yes. Article VI seta out a number of conditions to the obligations of the 

12 parties. Section 6.01 specifies the conditions to FPC's and Florida Power's 

13 respective obligations, and Section 8.02 1peclfies the conditions to Tiger Bay's 

14 obligations. TheM conditions include, but are not limited to, the issuance by 

16 the Commi11lon of a final, non-appealable order approving the Purchase 

16 Agreement transactions in form and substance satisfactory to FPC and Florida 

17 Power. 

18 

19 a. Ia there MY dme limit for the sati1factJon of such conditions? 

20 A . Yea. Article VIII specifies certain dates by which various conditions must 

21 be satisfied or waived by the parties. In particular, under Sections 8 .01 (d) and 

22 (h), either FPC and Florida Power or Tiger Bay may terminate the Purchase 

23 Agreement if the Commission' 1 order approving the Purchase Agreement 

24 transaction hu not been Issued and become final and non-!lppealable by July 

26 1, 1997. These aectlona further provide that if the Commission has issued an 
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1 power generation indu1try. It consists of a GE Frame 7001 FA gas turbine 

2 generator with a Deltak heat recovery steam generator and a condensing GE 

3 74.9 MW steam turbine. It has a combined cycle heat rate of less than 7500 

4 Btus/Kwh. The Tiger Bay Facility was designed and built to operate as a base 

6 load generator of electric power, and has been so operated since its January 

e 1, 1996 official ln-1ervice date under the PPAs. 

7 

8 0. Has the Tiger Bay Facility proven to be operationally reliable 1 

9 A. Absolutely. During 1996, (the second year of operation), the Tiger Bay 

10 Facility'• annual average availability factor wa1 greater than 97% (excluding 

11 scheduled downtime) and it operated with a 12-month average ianding 

12 December 1996) capacity factor (aa defined in the PPAs, as amended and/or 

13 clarified) of 93.26%. 

14 

16 During 1996, (the first year of operation), the Plant's availability !!lctor was 

16 approximately 76%. The Tiger Bay Facility experienced several forced outages 

17 attributable to normal start up operations and events associated with GE's 

18 relatively new f. technology turbine and DLN-11 dry low NO_. control technology. 

19 The manufacturer conducted extensive root cause analysis and implemented 

20 design changes in a manner which minimized the length of such outages. 

21 Several w.,.anty Issues remain to be resolved; however, Tiger Bay is confident 

22 that these items will be resolved during the normal course of business. 

23 

24 Routine operation and maintenance of the Tiger Bay Facility has been 

26 effectively problem-free, and the condition of the equipment is such that, 
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1 A. The Purcheae Agreement clearly reflects that the Tiger Bay Facility is, and 

2 Is anticipated to be over the long term, an economically viable investment for 

3 the Tiger Bly partners. The Tiger Bay Facility Wiil not for sale when Florida 

4 Power approached Tiger Bay about the po11ibility of acquiring it. It is very 

6 unlikely tMt Tiger Bay would have agreed to sell the Tiger Bay Facility If Ita 

6 majority partner, Destec, had not itself been up for sale. It is for this reason 

7 that Tiger Bay's obligation to 'close the Purchase Agreement transaction is 

8 expressly conditioned on the prior closing of the sale of Destec. If that 

9 transaction Ia not conaummated, Destec and the other Tiger Bay partners want 

1 0 the option of rMintlinlng their Investment In the Tiger Bey Facility. This vividly 

11 demonstrate• the economic viability of the Tiger Bay Facility. 

12 

13 0. Ia theN • 8Ufflclent aupply of natural gaa fuel and transportation committed 

14 to the Tiger a.y F.alty7 

16 A. The Gu Agreementa, which u I have Indicated will be assigned to FPC in 
. 

16 the Purcheae Agreement trenuction, provide sufficient gas and transportation 

17 capacity for the operation of the Tiger Bay Facility on a base load basis when 

18 aupplemented with guapot market purchases of leu than 10% of the Plant's 

19 total fuel rwquirementa. The Gu Agreements Include (I) service agreements 

20 between Tiger Bay, u ahlpper, and Florida Gas Transmission Company, as 

21 transporter, for 33,003 MMBtus/day of firm transportation capacity to the 

22 Tiger Bay Facility, for terma (Including extension rights) equivalent to the terms 

23 of the PPAa, and (II) a long term contract between Tiger Bay, as buyer, and 

24 Vaster Gu M.rketing, Inc., u seller, for a supply of up to 31,000 MMBtus/day 

25 (plus appllc•ble fuel retention for compression and line loll) of natural gas to 
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1 the Tiger Bay Facility on a firm basis. These quantities of supply and 

2 transportation cepecity were determined based on the operating requirements 

3 of the Tiger Bay Facility, and If they were not In fact aufflclent, It is unlikely 

4 that Tiger Bay would have succeeded in obtaining permanent financing for the 

5 Tiger Bey Facility on a non·recourae basis. 

6 

7 0. Doe• thla aonclude your teatlmony7 

8 A. Vas, it does. 
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