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March 21, 1997 

Ms. Blanca S. Bayo, Director 
Division of Record• and &porting 
Florida Public Servica Commiulon 
2540 Shumard Oak Boulevard 
Bolly Easley Conference Center, Room 110 
Tallahusee, FL 32399-0860 

u~.\G\tUt-
O!!Ro rl' r. f' . -~ 
g f*DAI ,._ ... ' 
IN.-,_ 
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War Plh BIKII 

Vla Hand DeUurv 

Re: In re; Petition for oxped!ted aoorovol of an agreement 1.0 ourchase the 
Tjcr Bay conneration focll!tv and terminate re!at.od pun:ho•ed oower 
contrnct§ by Florida Power Corooratlon, Docket No. MOON-EQ 

Dear Ma. Bayo: 

Encloeed for filing In the docket referenced above are the original and 15 copies 
of Vutar Gas Marketi.ng, Inc.'• Prehaaring Statement. Also ancloaod is a diskette 
containing this documenL For our recorda, please acknowledge your roeeipt of this 

/ filing on the enclosed copy of this letter. 

Thank you for your considorallon in th is malter. 

Sincerely, 

CI.1 U _ HO~JD & KNIGHT LLP 
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cc: Norma Rosner, Eeq. 
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WAS __ 

OTH _ _ 
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Karen D. Walker 
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION \t' "t uJ;\u U\ 

In Re: Petition for expedited ) r f'" " \ 

approval of an agreement to ) Docket No. 970096-EQ (',\.L u•~i' 
purchase the Tiger Bay ) 
cogeneration facility and ) Filed: March 21, 1997 

Lennlnate related purchued ) 
power contraeta by Florida ) 
Power Corporation. ) 

VASTAR GAB MARKETING, INC.'S 
PBEHRARJNO STATEMENT 

Vaatar Gaa Marketinr, Inc. ("YOM"), by a.nd throufh undoreirnod counsel, 

pursuant to Rule 26-22.038(8), Florida AdminlatTative Code, and Order No. PSC-97-

0173-PCO-EQ hereby aubmlt.l Itt Prehearlnr Statement In thia protC9odinJ. YOM 

reserves tho dght to aupplement and revile the matters contained in this Preheating 

Statement. 

Wltpeget 

VGM intenda to call aa Ita wit.neu, Joeepb P. Cat.aaeln, Ma.nager o( BuainBII 

Development for VGM a.nd Vie. Pretldent of Vaatar Power Marketing, Inc. Mr. 

Cataaein will testify u to the bac~und leadinr to the oneullon of the Gas Sales and 

Purchase Contract (the •Qu Saloa Contract") between VGM and Tig-er Bay Limited 

Partnership ("TBLP") and the uaumption.1 upon which the Gu Salea Contract w111 

based. Mr. Cat.aaein wiU deecribe bow the tranaactlon.e contemplated by the Purch111o 

Agreement between Florida Power Corporation ("FPC'') and TBLP (the "Purchue 

Agreement) will impact the Gu Salea Contract, and will explain why it would be 

premature for tho Florida Public Service Commlaalon (tho "Commiasion") to vote on tho 

Purchase Agreement until VGM'1 coDAI8nt hu been obtained. Mr. Cataaein will also 
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testify as to why the Comminion should approve the Ou Salea Contract Cor coat 

recovery if it Ia 8.88igned to FPC. Finally, Mr. Cat.aaein will teatify u to U,: 

precedential lmpaet of the Commiulon'a declalon In this proceeding. 

Eib'bltt IdeptWecl At TbJt Dmo 

The profiled direct testimony of Joseph P. Cat.aaein is the only exhibit that VGM 

intends to introduce at this time. 

Bylo POtitlon 

VGM't bule poeltion la that It would be premature !'Jr the Commlalon to vote 

on the Purebaee Agreement before VOM't conaanta required by the Gu Sa!,.a Contract 

hove been obtained by TBLP. In order to vote on the Purehaao Agreement prior to 

VOM conaanting, the Commiation would have to make a public interaat determination 

without the avallabi1ity of all n~ry Cacti. Not only would thia hamper the decision 

making proceu, It would Invite litigation to the detriment of FPC' a rat.epayere. The 

assignment of the Ou Sales Contract by TBLP to FPC Ia an Integral and noceSiary 

part of the Purehaae Agreement. AecordioilY, the Gu Salea Contract must remain in 

full force and errec:t and VGM'a right! under the Gu Salet r.ontraet must not be 

compromiaed In order for the tranaaetlone contemplated by the Purehue Agreement 

to occur. 

If, howevor,the Gu Salee Contract ia aeaigned to FPC with VOM'e consent, tho 

Commiuion ehould approve coat rec:overy under tho Gu Sales Contract. The Ou Salea 
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Contract muat be acquired by FPC 811 part of the Purcbue Agreem~nt in order for FPC 

to realize the more substantial capacity uvinp. Moreover, coat recovery approval is 

necesaary to preserve VGM'a vaJjd and blndlng rights and interest in the Gu Sales 

Contract. 

The Ga.a Sales Contract ls a long term aareement which .. xtenda for o period of 

16 yean commencing January 1, 1995. Tho Gu Sales Contract wa.a competitively 

procured by TBLP in 1993. TBLP entered in to the Gas Salu Contract with VGM in 

1993 becauae VGM could commit to satlafyi Of TBLP's future needs at the beat avoiloble 

price. Jr the Purehua Agreement Ia approved by the Commlaaion and the Gu Sales 

Contract Ia aaigned to FPC with YOM's ·COillent., FPC will be stepping into TBLP's 

shoes a.a the buyer of pa under the Gu S.aloa Contract . The Commlaaion should not 

evaluate the prudency or the Gas Sales Contract against today'a market. Rather, the 

Commlaaion should approve eost recovery of the Ga.a Salea Contract because it wu 

reasonable and prudent when executed as an lntegral contract required for tho 

financing, construction and on-going opcratiollll of tho Tiger Bay Project . 

Ovettlons of Fact 

There are no purely factual i88uea t.o bo addroaaed by Joseph P. Cawoin. 

Oulftlo01 of lAw 

There are no purely lepl iaaut!s t.o !be addroued by Joseph P. Catuoin. 

3 



QyettlOQI or PoUcy 

VGM colllliden the following a policy quution, to be addreuod by J oseph P. 

Cetuein: 

What lmpect wW thll propoal have on oompetltloo lD the e lectric 

lodut try? 

MJxed QuettlOQI or Fact. ww and PoUov 

VGM eolllliders the following mixed quett.iollll of feel, lew end policy, to be 

addreaod by J oseph P. Cat.uein: 

Should tbe Commlllfoo approve recovery or the fue l OUoltl U900lated 

with the VGM Gu Balet Contract throup tbe Fuel and Purohued Power 

Co1t Reoovery Clau.e? 

Whether it ll premature Cor the Commillion to oozmder FPC/• PeUtloo 

uotU TBLP hu obtained VGM't oou.enllu required by the tenu oC the Gu 

Sale. Contract. 

lu ue 1 

PQJltlopt op the Inun 

B.a.t FPC provided adequate ...uranoee reprdJ.n(l the 

operational rellabWty of the Tlpr Bay pnentl~ facWty? 

Potltlop No potltion at thla lime. 



Iuue 2 Hu FPC provided adequate a.uun.nce. reprdlnr the financial 

vtabWty of the Tlrer Bay reneratlnr facWty? 

Potitlon No position at thil time. 

Juye 3 Are FPC'• projectlone of oon·fuel operatlnr ~ reuonable. 

Po1ltlon No poeltlon at thle time. 

lgue • Bu FPC provided adequate ...uranoee that IIUftlcient natural 

p.e ptpellne capacity wtll be ava.Uable to traneport naturalp.e to 

the Tlpr Bay !acWty? 

PoeUlon No poeltlon at thl• time. 

luue § b FPC'• fuel prloe tol"eCCUt reuonable? 

POfitlon No poeitlon at thle time. 

l!tue 6 Are FPC'• fl.nancial a.au.mptlone reuonable? 

Potltlop No poeitlon at thll time. 

6 



lgue 7 What 11 the appropriate IUlllual accrual amount for the provi•loo 

of tlnal dimlantlement of the Ticer Bay faoillty? 

Pot ltlon No position at thia time. 

Iuue 8 What 11 the appropriate remalololf Ute, oet lllllvap. reeerve, and 

rMUltant depreclaUoo rate for the Tirer Bay facility? 

Po1ltlon No position at thia time. 

Iuue 9 Are the purcba.le power arreemeot termlnatlon payments 

properly cl•affted u an aoqu.l.litlon aciju.tment? 

Po•ltlop No position at thia t-Ime. 

Iuye 10 Ia there an acqu.l.litloo adjunment ueoclated with the purchue 

of plant faoilltlet? 

PoOt!on No position at lhia time. 
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lttut 11 Should FPC be requirod to perfo.rm an ort,tnal 001t 1tudy for the 

1lpr Bay reoerat~ plaot to determloe the appropriate amount 

oflovenmeot and reeerve to loclude 1D Aooouot 1,01? 

Poaltlon No poalllon ot lhla time. 

Iuue 12 b FPC'• propoea.l to purchale the Tllfer Bay faclUty and 

term.loate the related power purch.ue &lfNimentl prudent? 

Poeltlon No poeition at thiJ time. 

I11ue lS Should the Commlulon approve the purchue a!freemeot for FPC 

to purehue the Tl(er Bay faclUty and terminate the related 

power parabue &lfNimeoW 

Pofitlop It wouJd bo premelure for the Commiaaion to approve the purchoae 

agreement until VOM hoa conaented to the Alllignmont or tho Goa Sales 

Contract to FPC. 

l ttue 14 Should the Comm.lllton approve recovery of the fu el co1t1 

aaoclated wttb the VQM Gu 8ale11 Contract tbrouth the Fuel 

and Purcb.ued Power Coct Recovery Clau.ee? 
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Poaltloo Tho Commi.aaion ahould apprrovo cost recovery of the Ona Sa let Contract 

if it it uaigned to FPC. The Ou SaleJI Cootnct it part and paffill or the 

Purchuo AgNemant.. Morocvor, c:ost recovery ia noceuary Lo preaarvo 

and protect VGM'e valid and binding contractual right.a. The Ga.e Sales 

Contnct wu competitively p rocured by TBLP In 1993. TBLP entered 

Lnto tho Oa.e Salea Contnct with VOM bocauao VGM could provide TBLP 

with the gu auppl.y needed at the beat price. If the Commi.aalon approvet 

the PuRhaae Arreement and the Oa.e Salea Contract it uaignod to FPC 

with YOM's conaent, the Commi.aaion should not evaluate coat rncovery 

of the Gu Saloa Contra.ct baaed on todll)''l maritaL l natead, the 

Commiuion ahould approve coat recovery or tho Ou Saloa Cont.racl 

becauae it wa.e reuonable and prudent when executed u an integral 

contract for the financing, construction, and on-going opet atlona or the 

Tiger Bay Projoc:t. 

Iu ue liS Should the Commtwlon approve recovery of the natural p. 

tran.portation oort1 auoolatecl with the Tlrer Bay faclllty 

tbroup the Fuel and Purcbued Power Coat Reoovory Clau.oe? 

Position No position at thle time. 
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Ime 16 What 1.1 the a])propriate method for reoovertnr the ~ of the 

n,er Bay reneratlnc facility? 

Potltlon No poeition ot thi• timo. 

l!f\le 17 What 1.1 the appropriate method for recovery the oo.t or 

termJDatinr the power p1U"Ch.ue ap-eeme .. u? 

PotU!on No poeition at thia time. 

l11ue 18 What 1.1 the appropriate method for reooverlnf the oott of the 

Materials & BuppUet Inventory? 

PotltlQA No poeition at thia lime. 

I11uo 19 Should the revenue from the atea.m tales apeement be credited 

throup the Fuel and Purchued Power eo.t Recovery Clau.~e? 

Pot ltlon No poeltion at thl1 time. 

Iyue 20 What 1.1 the appropriate amortisation period for reoovery the 0041t 

of the TICer Bay reneratlnr facility? 
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PotUlon No poeltlon at this time. 

luue 21 What 1.1 the appropriate amortisation period for reooverlnr the 

coft of termlnatlnr the power pu.rohue acreeznent.? 

Pofltlon No poeltlon at thil time. 

latue 22 Should FPC be p1Ulted the latitude to manap the ooUectlon or 

the pu.rohue prioe over the amortization period? 

Por!Uon No poaltlon at this time. 

Iuue 23 Will the oontract buyout and plant pui"Cb .. e cawae rate ahock? 

Pot!Uon No poeitlon at thia time. 

IIIUe 24 WIU the propoql lmpaot eoonomJo developm.ent wtthln FPC'• 

llervioe area? 

Poaltlon No po1ltlon at thil tlme. 
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Iuve 2!5 What lmpaot wW thU p ropoal have on oompetltlon in the 

electrlo 1Dduatry? 

POJitlon Partiet1 in the electric utilit-y induatry are positioning thetru10lvu for 

changn u the market movet1 to a competitive environment. The 

Commlulon'e declllon In thla docket will aet precedent and iUide fuel 

1Uppliel'l a.nd other entitles Involved In the reneration of electricity in 

future actlol\l in Florida. 

lllue 26 Whether it b premature for the Commluton to ooulder FPC'e 

Petttlon untll TBLP hal obtalDed VGM'e oouente u requ.lred by 

the term.. of the Gu 8alee Contract. 

P otitlon Yea. FPC'e acqullltion of the facUlty and termination or the power 

purchase agreomenta without TBLP having obtain~ VOM'a consent 

riJhtl would be imprude.nt. By !snoring VGM'e co1110nt righte under the 

Gu Salee Contract, FPC would Invite COitly and time coftiUming 

litigation. Thus, the Commiaeion should not vote on the Purchue 

Agreement until VOM'a conRnll have been obtained. 

Jgue 27 Sh ould thb docket be cla.ed? 
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Potitlon No position at. lbl.a time. 

lgyot Stipulated. To By the Partlea 

None at this time. 

Pepdlpf MoUon• or Mattea VOM Seelu Action Uoop 

VOM eoob action upon ite Petition for Leave t.o Intervene and Requoat for Oral 

Argument that VOM nted with the Commiuion on February 6, 1997. Alao outet.anding 

is VOM'a Fi~t Set o( lntel'TQpt.oritl t.o FPC and VOM'a Firat Requoat for Production 

o( Documente t.o FPC. 

Regulremeny With Which VGM Caonot Complv 

At this time, VGM can comply with aU of the requlremente eel forth in Order 

No. PSC-97-0173-PCO-EQ. 
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R.Hpedfully submitted, 

~D 12i& OBTUCe May 
Florida Bar No. 364473 
Karen D. Walker 
Florida Bar No. 0982921 
HOLLAND & KNIGHT LLP 
P.O. Drawer 810 
Tallah•nee, FL 32302 
(~) 22-4-7000 

Attorney• lot' Vutar 
011 Market~, I..Dc. 
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Ct;B"IVICATf.i OF Sl!jRVICE 

I HEREBY CERTIFY that a copy of Vaatar Gaa Marketing, Inc.' a Prebearlng 

Statement waa furnlehod by •band delivery or U.S. mail t.o the following thle 218! day 

of March, 1997: 

James A. MeGee, Esq. 
Florida Power Corporation 
P.O. Box 14042 
S~. Pet.ereburg, FL 337~042 

Patrick K. Wiggin.a, Eeq. 
Donna L. Canzano, Eeq. 
Wiggin~ & Villacort.a, P .A. 
P .O. Drawer 1657 
Tallahassee, FL 32302 

Kenton Erwin 
Dest.ec Energy, Inc. 
2500 City W•t Boulevard 
Sult.e 160 
Houston, Texaa 77042 

Chris S. Coutroulle 
Carlton, Fields, Ward, 

Emmanuel, Smith & Cutler, P .A. 
One Harbour Place 
777 S. Harbour leland Boulevard 
Tampa, FL 33602-6799 
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•Lorna R. WaiJler, Eaq. 
26-40 Shumard Oak Blvd., Room 370 
TallahaNoo, FL 32399.0860 

J oeeph A. McOiothlln, Eeq. 
Vicki Gordon Kaufman, Eeq. 
McWhirter, Reeves, McOlothlin, 

David.ton, Riaf A Baltaa 
117 S. Gad.den Street 
Tallahaaeee, FL 32301 

John W. McWblrter, Jr. 
McWhirter, Raev01, MeOlothlin 

Davldaon, Rlof & Baltaa 
P.O. Box 3360 
Tampa. Florida 33601 
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