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On January 22, 1997, Florida Power Corporation (PPC) filed a 
Petition for Expedited Approval o f an Agreement, dated January 20, 
1997, with Tiger Bay Limited Partnership (Tiger Bay) to purchase 
the Tige r Bay cogeneration facility (Facility) and terminate the 
five related purchased power agreements: three with Genera l Peat, 
one with Ecopeat, and one with Timber2 (the PPABl . The petition 
further requeated that the Commission approve recovery of the 
purchase cost , approximately $445 million, thJ::ougb the Capacity 
Cost Recovery Clause (CCRC) over a period not to exceed fiv<>. years. 
In addition, FPC requeated that the fuel expense associated with 
che operation of the Fac ility be approved fo r recovery through the 
Puel and Purchased Power Cost Recovery Clause (Puel Clause>. The 
matte r was scheduled for hearing on April 17-19 , 1997. 

On April 14, 199?, FPC, the Office of Public Counsel (OPC), 
and th~ Florida Industrial Power Users Oroup (PIPUGl filed a Joint 
Motio.n for Approval o f Stipulation (Stipulation ) . The St ipulat ion 
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resolves all disputed issues becween the parties. On April 16, 
1997 FPC submitted a supplement to the Stipulat ion (Supplemental 
Stipulation) concerning the accounting treatment of the 
transaction. The Stipulation and Supplemental Stipulatio n are 
attached to the r ecommendation as Attachments 1 and 2, 
respectively. 

At the April 17, 1997, hearing, the Commission was presented 
with both the Stipulation and the Supplemental Stipulation. The 
Commission directed staff to review the stipulations and present 
its recommendation on the proposed stipulations at the May 19, 
1997, regularly scheduled Agenda Conference. 
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DISCUSSION OP ISSQES 

ISSUE 1: Should the Commission approve the Stipulation between 
Florida Power Corporation, the Florida Power Industrial Users 
Group, and the Office of Public Counsel relating t~ FPC's petit ion 
to purchase the Tiger Bay cogeneration facility and to terminate 
related power purchase agreements? 

BECOMMBNDATIQN: Yes, the Stipulation should be approved. Although 
there are advantages and disadvantages with the St ipulation, 
overall, it reduces FPC's ratepayer liability throughout the 
remaining term of the PPAB and allows fo r potential ratepayer 
neutrality to the transaction. However, the Commission should 
encourage FPC to take all necessary steps to buy- out o r buy-down 
fuel contracts when those actions are projected to produce 
ratepayer savings . 

STAPF ANaLYSIS: The Stipulation is summarized as f ollows: 

1) $75 million of the approximately $ 44 5 mill ion purchase cost 
will be included in FPC's rate base . 

2) The remaining amount, approximately $370 million, will be 
classified as the Tiger Bay Regulatory Assec and recorded i n 
A.ccount 182. 3. 

3) All non- fuel expenses associated with the operat i on of t he 
Facility will be included in FPC's base rate earnings and 
recovered accordingly. 

4 ) FPC will terminate the PPAs upon closing of the transaction. 

5) FPC will continue to recover costs from its ratepayers under 
the CCRC and the Fuel Clause as if the PPAs were still i n 
effec t. 

6) The PPAs costs will be determined assuming full capacity 
payments and the appropri ate energy payments were being ~ade. 

7) The PPAs revenues will be used to fi rs t pay for the na~ural 
gas supply and transportation costs associated with O?eration 
of the Facility, and second to amortize the retail portion of 
the Tiger Bay Regulatory Asset. 

8 J For as long as the c11rrent Vas tar Gas contract remains in 
effecc or until cho rcma1ning principle of che •-ccail porcion 
of t he Tiger Bay Regulatory Asset has been reduced to zero, 
che PPA revenues will continue co be recovered. 
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9) If FPC is able to negotiate a buy-out or buy -down of the 
current Vastar Gas contract, and the Commission approveu uuch 
buy-out or buy-down, the retail portion of the coat associa t ed 
with such buy-out or buy -down will be added t o the a mount of 
the retail por tion o f the Tiger Bay Regulatory Asset. 

10) In no event will the amount recovered through the Fuel Claus e 
or the CCRC, the PPA revenues, exceed the sum o f the balance 
of the retail portion of the Tiger Bay Regulat ory Asset plus 
the natural ga• supply and transportation costs associated 
with operation of the Facil ity . 

11 ) FPC may , at ita option, increase the dollar amount of 
amortization o f the ret ail portion of the Tiger 81\y Regulatory 
Asset and such amounts should be considered a prcdent 
regulatory expense in calcula t ing FPC's regulatory ea r n1ngs 
fo r purposes o f surveillance reporting. 

12) In the event of a rate proceeding, OPC and FIPUG will support 
aa a prudent expense f o r coa t recovery in FPC's base rates, 
all non- fuel expenses associated with the Facil ! ty, \ nclud ing 
but not limited t o the return on the rema ining undepreciated 
rate base of the Facility, all operating and maintenance 
expenses, taxes, and depreciation, but not including futu r e 
capi tal additions and asaociated i ncreases in non - fuel 
expenses . 

13 ) OPC and FIPUG will support FPC' s average annual increased 
dollar amount of amortizat ion o f the retail portion o f the 
Tiger Bay Regulatory Asset, fo r the per iod beginn ~ ng on t he 
day of clos ing of the transaction and endi ng at the conc l ua1on 
of the twelve month period preceding the rate case test year, 
as a prudent expense for coat recovery in FPC's CCRC. 

14 ) Once the ret a il portion of the Tiger Bay Regulatory Asset has 
been reduced to zero, FPC will remove any nverage annual 
dollar amounts associated with the Ti ger Bay Regulatory Aaset 
from its CCRC . 

15) If, in the future, restructuring of the electric i nduotry 
prevents FPC from recovering the r etail ~rtion o! the Ti ger 
Bay Regulatory Aaaet, OPC and FIPUG will not ob ject to FPC' s 
legis lative or regulatory efforts to include the unamortized 
balance of the retail por tion of the Tiger Bay Regulatory 
Asset for recovery by an appropriate mechani s m dea i gned as a 
non-bypaasable charve Cor recovery o f •~randed PURPA con~racL 
costs. 
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Staff believes there are advantages and disadvantages with the 
Stipulation. Taken as a whole, however, we believe that the 
Stipulation reduces FPC's ratepayer liability throughout the 
remaining t erm of the PPAs. Furthermore, the Stipulation 
represents a reasonable balance between potential ratepayer 
neutrality to the transaction and encouragement of company 
contributions . Staff recommends that the Stipulation be approved. 
The advantages and disadvantages are discussed below . 

Advantages: Approving the proposed Stipulation provides the 
potential for FPC's ratepayers to be unaffected by the coot of the 
transaction. In other words, though they would not receive a 
benefit until ~e regulatory asset has been fully amortized, FPC's 
ratepayers also would not undergo any additional coot. Absent a 
rate proceeding, FPC's customers are not projected to incur any 
cost above that which they are currently committed to under the 
existing PPAs. Furthermore, t.hough FPC may be unable to buy-out or 
buy-down the current Vastar Gas contract, its ratepayers are 
projected to receive an additional benefit i n the form of reduced 
fuel costs once the contract terminates in 2010. 

Pursuant to the Stipulation, FPC will place $75 million of the 
purchase cost in existing rate base. This treatment reduces FPC's 
ratepayer's responsibility, namely for the amount o f the Tiger Bay 
Regulatory Asset, which will be amortized through recovery of the 
PPA revenues. Reducing the amount of the regulatory asset by $75 
million is projected to shorten the recovery period by 
approximately two years. 

Section 2(e) of the Stipulation provides FPC the discretionary 
ability to contr~ute dollar amounts from its earnings to 
accelerate the amortization of the Tiger Bay Regulatory Asset. 
There are currently no assurances nor any requirements that FPC 
will exercise this provision of the Stipulation. However, staff 
notes that such contributions would be to the advantage of both FPC 
and its ratepayers in the form of reduced liability. 

According to FPC's projections, the method f or amortizing the 
Tiger Bay Regulatory Asset proposed in the Stipulation, using PPA 
revenues minus fuel expense, results in the asset being fully 
amortized by January 2008. However, if FPC is able to conLribute 
revenues to accelerate the amortization as permitted under Section 
2 (e) of the Stipulation, . the asset could be fully amortized as 
early as October 2005. 

FPC projects th•t approving the Stipulation and its proposal 
to purchase t.he Facility and terminate the five related PPA's will 
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produce savings for ita ratepayers in amounts ranging from $238 to 
$516 million NPV. These savings a.re based on t he cumul a tive 
interaction of assumptions ranging from FPC's project ion of Medium­
Term note financing costs, the timing of FPC's next rate 
proceeding, fuel price projections, and the potential that FPC w1ll 
be able to accelerate the amortization of the Tiger Bay Regulatory 
Asset using revenues as compared to the PPA costs. 

Disadyantaqea: Approving the Stipulation provides no assurances 
that FPC will not petition for a r ate increase prior t o the 
regulatory asset being fully amortized. Piling a rate proceeding 
would potentially reduce the overall savings o f the transaction as 
customers• base rates would be adjusted to support the Facility's 
non - fuel operating coats as well a return on any undepreciated 
amount of the $75 million net plant investment. 

Under the Stipulation, FPC, OPC, and PIPUO have ugreed that 
the PPA revenues will continue to be recovered thr ough t he CCRC and 
the Fuel ClaWie until the Tiger Bay Regulatory Asset i s fully 
amortized or as long as the current Vastar contract remains in 
effect. Though the total PPA revenues recovered will not exceed 
the fuel expenae once the Tiger Bay Regulatory Asset has been ful ly 
amortized, staff conaidere th.i.s provis ion t o be a potential 
disadvantage of approving tbe Stipulation . FPC currently p~ ~j ects 
that the Tiger Bay Regulatory Asset wil l be fully amort Lzed in the 
year 2008. Absent a buy-out or buy-down, t he Vastar Gas contract 
will not terminate until 2010. High load factor customers s tand t o 
lose the benefit of lower cost coal based energy pric i ng under the 
existing PPAs only to bear the curre~tly projected n igher cost 
Vastar Gas contract during years 2008 to 2010 . (TR 41, 42) 
Continuing to recover capacity revenues through the CCRC to 
compensate for the increased cost in the Fue l Claus -cJ , once the 
regulatory asset has been fully amorti zed, will offset t his impact. 
Consequently, low load factor customers, residentia l, wi ll be 
adversly impacted. Recovering capacity revenues through the CCRC 
from all rate cla•aes to reprieve PPC'a high load factor customers 
1n the Fuel Clause is a clear example of cross-class s uosidization . 
Absent a buy- down or buy-out of the Vastar contract, c r osa -clao o 
subsidization will occur. Staff bel ieve& that if the Tiger Bay 
Regulatory Aeset is fully depreciat ed prior t o the termination of 
the current Vastar Gas contract, FPC should recover the appropriate 
energy payment pursuant to the PPAB and a reduced capa~ity payment 
through the CCRC to minimize the i mpact of this subsidization. 

Other Matterg: Within paragraph 2(el of the Stipulation, the 
parties have agreed to the followi ng: 
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Ill I I II IIJH \ rJ n • 
On a going forward basi• , 111•1' IIIIIV 1 i ,111 1 11111 u r tho 
increase the amortization ot (hit 1-l,• VI II~ I ' ll lll fi iiii!IOd 
Tiger Bay Regulatory Asset, alltl 111111 I 81118 1j ,. vr udenL 
amount of amortization s~tlll I•" t1~1, 1, "' , Nlflll AI o ry 
regulato ry expense in oal u \11111 IIIII . 11 llltJ 11111 auant 
earnings f o r purposes o f surv•lllarll '"' 1111'' ' 
to Rule 25-6.024, P.A. C. 

1 1 ""'' "'" 1 tJ bind t.he 
Staff was concerned that this J,tutuu• u•

1 
WAll 1 11'! 1 1 ""'" ' ~~tlrll c l o nol 

Commission to a finding i n futul lt I ,.y fiWII 111, tatl l 1 ll(llll nt.ory 
amortization amounts would be o o1111J ''r "'~ ,t"11 t;1,1• 1111(1 1111•UO, Lh 1 s 
expense. CTR 43) However, as ind.Le alll tl t1.u,; •u tluul 1 ""' t h" lnt ant 
is not the case . (TR 4 3) Both I'Jl<:' lllltl J' ' II 1 IIIII 1'1111 lhA L il 

o f this language was diroot.od 111 t1h• 1, 1,',.,:, i'IHI HII · ( 'I'll 4l, 44) 
determination of prudence remainst1 wJ I II I 18 " 

111 ""'"!~ r u huy out c.z 
The Stipulation contel!lplatea l hl\ llt'C 111 

111 111 • • •• unaor thia 
buy-down the current Vaatar Gas OUIII t "' ' ' ' "'

1
,14111 1111 fiiiH k~tl pr 1c o u . 

contract are projected to be greal.O) I 11"11 fttl 
111 u• lfl''' 111 tako 11 ll 

Staff recommends that the comm.l.a•lllll "~~' "'\'' ~. 1111 1 1 AI 1 11 wh"" tho ofl 
necessary steps to buy-out o r buy t1ttWtt ru,. 11 
actions are projected to produo11 1111 " ' " 'VIII lillY 1 ltll 
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ISSQB 2: Should FPC's proposed accounting treatment relating to 
its petition to purchase the Tiger Say cogeneration facility and to 
terminate related power purchase agreements as specified in the 
Supplemental Stipulation be approved? 

RBOOHMENDAIIQN: Yes . The Supplemental Stipulation clarifies 
certain parts of the original Stipvlation an9 resolves outstanding 
accounting ~ssues in this proceeding . 

STAFf J\Nl\LYSIS: 
follows: 

The Supplemental Stipulation is summarized as 

l) All future Materials and Supplies for the Facility acquired by 
FPC after the closing of the Tiger Bay purchase will be 
recorded in Account 1 54 and included i n working capital for 
surveillance reporting purposes; 

2) Deferred taxes associated with the Tiger Say acquisition will 
be reflected in FPC's capital structure for surveillance 
r eporti.ng purposes; 

3) Fossil dismantlement accruals for the Facility in the amount 
of $241,000 for 1995, $253,000 for 1996, and $266,000 for 
1997, will be recorded in 1997 subsequent to closing the Tiger 
Bay purchase; 

4) The Facility will have the following depreciation 
characteristics: Average service life of 20 years, Average 
remaini.ng life at closing of 18 years, Net salvage value of 
negative 10 percent and a depreciation rate of 5 . 5 percent; 

5) The non-fuel costa referenced in the original Stipulation are 
defined to include operation and maintenance expenses, taxes, 
site lease payments, insurance, rate base investment, and the 
carrying costs of the deferred taxes. These coats will be 
initially absorbed by FPC's existing base rates and included 
as utility expenses for surveillance reporting purposes . 

Following is a discussion of the items in the Supplemental 
Stipulation. 

Materia ls and Supplies 

As part of the Stipulation, Materials and Supplie s for the 
Facility included in the purchase cost shall constitute a 
regulatory asset and shall be recorded in Account 182.3, Other 
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Regulatory Assets. Accord ing to the Uniform System of Accounts 
{USOA), Materials and Supplies should be recorded in Account 154, 
Plant Materials and Operating Supplies. Since staff believes that 
the Stipulation provides substantial benefits t o both FPC and ita 
ratepayers, staff recommends accept ing the accounting treatment 
proposed in the Stipulation . On a prospective basis, however, 
staff recommends that Materials and Supplies be accounted for in 
accordance with the USOA . In the Supplemental Stipulation, the 
parties have agreed that all future purchases of Materials and 
Supplies for the Facility by Florida Power Corporat ion shall be 
recorded in Account 154 and be i ncluded in working capital for 
surveillance purposes. 

Deferred I.n~ Tax.e• 

FPC's original filing in this proceeding contemplated recovery 
of the carrying coats of debit balance deferred income t axes 
related to the buy-out of the Tiger Bay contracts through existing 
base rates. These debit balance deferred income taxes wi ll be 
c reated if FPC cannot take a current deduction f or the Tiger aay 
buy-out costa, not related t o depr~ciable plant, on ita income tax 
return. The filing contemplated this worst case scenario since the 
Internal Revenue Service (IRS) had not iwsued a private letter 
ruling on deductibility. FPC estimates that the max imum amount of 
debit balance deferred taxes will be approximately $42 million, 
which will reverse to a zero balance over 15 years . FPC's 
Supplemental Stipulation states that the deferred taxes wi ll be 
reported in the capital structure for surveillance purposes . 

Staff reviewed FPC's draft letter ruling request and believes 
chat FPC' a position ie reasonable. The premise behind FPC's 
request is that the costa o f buying-out unfavorable contracts are 
deductible if the result of the buy-out is to reduce e xpenses into 
the future. FPC cited cases and rulings dating back to the l~..!O's 

in support of ita position . The request was filed with the IRS on 
April 30, 1997. FPC anticipates a response by late fall. 

If FPC is successful in obtaini ng a favorable lottor ruling . 
the deferred taxes will carry a credit balance ot approximately 
$100 million, wbicb will reverse t o a zero balance. FPC believes 
t hat t he effect of these credit balance deferred taxes should also 
flow through existing base ratee and be reported in the capital 
structure for surveillance purposes. By doing so, additional 
dollars will be provided which FPC may use to write -down the 
regulatory asset more rapidly. Further, FPC plans to issue 
intermediate term debt which will have an established payment 
echedule not necessarily tied to the actual write -down of the 
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regulatory asset and does not believe a di rect offset against the 
debt is practical. 

FPC requested that the Commission grant FPC the flexibility Lo 
establish the amount of the regulatory asset to be written-off each 
year. All other things being equal, the additional dollars 
provided by the reversing credit balance deferred taxee may allo'll 
a write-off over a shorter period of time. If FPC receives a 
favorable letter ruling and the write -off of the regulatory assets 
is not accelerated, the Commission will still have the abi lity to 
review the prudence and reasonableness of FPC's actions during 
surveillance reviews. 

Staff believes it is reasonable for FPC to report either debit 
or credit balance deferred taxes in the capital structure for 
surveillance purposes and to a l low the effect to flow through 
existing base rates. Therefore, staff recommends that the proposed 
accounting treatment be approved . 

Fossil Dismantlement 

FPC has estimated a $4.1 million (1997 dollars) fossil 
dismantlement provision for the Facility. A more det ailed site 
specific estimate will be submitted with FPC's regular depreciation 
and fossil dismantlement study due i n November, 1997 . Utilizing 
the same assumptions used in FPC's 1993 study, the dismantlement 
accrual for the Facility for 1995 and 1996 should have been 
$241,000 and $253,000, respectively. The estimated 19~7 accrual is 
$266,000. Staff reviewed these accrual amounts and believes them 
to be reasonable at this time. A site specific dismantlement study 
to be filed later this year will determine the appropriate amount 
of the final dismantlement provision for the Facility. Since Tiger 
Bay has made no provision for future dismantlement, FPC proposes , 
and staff recommend$, recording the accrual amount for 1995 · 1997 
during 1997 subsequent to closing the purchase. 

Depreciation Rate 

FPC has proposed a 5.3t depreciation rate (20 year service 
life, 18 year average remaining life, negative lOt net salvage) for 
the Facility to be implemented upon the purchase closing which is 
currently estimated to be July 1, 1997. The life and salvage 
factors are predicated on the currently preacribed factors !or the 
University of Florida co-generation plant which PPC asserts is 
similar to the Facility. Staff therefore recommends acceptance of 
FPC's proposal. A site apeeific study will be filed as part of its 
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next comprehensive depreciation and fossil dismantlement study no 
l ater than November 27, 1997 at which time the appropriate 
remaining life, net salvage, and the depreciation rate will be 
determined. 

Non-Fuel Bxpenaes 

As referenced in Issue 1, pursuant to the original 
Stipulation, FPC, OPC, and PIPOO have agreed that all non -fuel 
expenses associated with the operation of tne Facili ty wi ll be 
i ncluded in FPC's base rates and recovered accordingly. These non ­
fuel expenses are defined to include operat ion and maintenance 
expenses, taxes, site lease payments, insurance, rate base 
i nvestment, and the carrying costs of the deferred taxes . Scaff 
reviewed these amounts and believes them to be reasonable at chis 
time. The prudence of these expenses may be reviewed by the 
Commission at any time. 

Staff believes that the Supplemental Stipulation clarifies 
certain parte of the original Stipulation and resolves out:standing 
accounting isaues in t .his proceeding. Therefore, staff recommends 
that the Supple~tal Stipulation be approved. 
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ISSQB 3 : Should this docket be closed? 

UCSIISBNJlATION: Yes . It 
Reconsider ation or Notice of 
Order , no further action will 
shoul d be closed . 

no party files a Motion for 
Appeal of the Commission's Final 
be required in this docket, and it 

STAPP NW,XSIS: 
Notice of Appeal 
will be required 
closed. 

If no party files a Motion for Reconsideration or 
of the Oommiaaion•s Final Order, no further action 
in this docket. Therefore, this docket should be 
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BEFORE 1HE FLORIDA PUBUC SERVICE COMMISSION 

In re: Petition for cxpedlled approval 
of an qaeealltllt to pwdwc the 
nacr Bay~ fac:iliry 
and tenninale reWed pwdwed 
power conuacu by Florida Power 
Corporation. 

S TIPULATION 

Docket No. 970096-EQ 

This Stipulatloa is entc:tecllnto by and amana Florida Power Corporation ("FPC"), the 

Offu:e of Public CounJd ("Publlc Counsel"), and the Florida lndustri&l Power Usen Group 

("FJPUO") (collectlvdy, "the Patties"), as followa: 

1. Publlc C'4twd and FIPUG hereby WJ!hdBw any and all objection~ they have 

made, shall maJce no funbet objections, and shaU fully auppon FPC's petition for approval of 

its auc:ement to purclwe the nacr Bay Facl.Uty ("the Facility"), turninate its five purchase 

power ~reements, and rcc:oYCr the fuwlcin& OOSIS associaled thaewith (collectively the 

"Purchase Cost") , and f'or approval of the method and tlmin& of recovery by FPC of the rellil 

portion of the PurdiUe Cost, as fCt forth in this Stlpu.latioo. 

2. FPC's request for ~ of the Putcbase Cost shall be modified 10 that 

recovery will occur in the followlna mannc:r, intl.eld of in the manner set forth In FPC's petition 

and pre-filed testimony. 

a. $75 mllllon of the Putcbase Cost shaU be included In FPC's rate bue, and all 

non-fuel expenses auoc:ialed with the Facility ahall be included In FPC's base 
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rates and roco•aed acc:on1in&Jy. 1be renWnlna amount of the Purchue Cost 

(appim:imetcJy S310 millioa),whicb sbail be deiDmi.ncd in an amount cenain at 

closinc, sbalJ corutitute a reJulalory asset ("the Ticer Bay Re&ulatory Auet") and 

sbal1 be recorded in Account 182.3, Othlr R.tgu/4lory A.ssw. The retail portion 

of tbe Ti&a Bay Rqulalory Auet sbalJ be amortiz.ed In ICCOrd&nce with sub-

pl.l'1ii2Plu (b) lhrou&b (&) below. 

b. Upon c:losin& oftbe transaaion to purdwe the Facility and ltmlinate the five (S) 

power purdiUe .,reemaus (lbree wi1h Geoera.l Peat, one with Ec:opeat, and one 

with Timbca) (the "PPA 'a"), FPC sbalJ continue to rcc:ova cosu from FPC's 

ratepayers under the Capacity Cost Recovery Clause ("CCR") and the Fuel 

Adjustment Clause ("FAC"), u pan of FPC's Fuel and Purchased Power Cost 

Recovery pioceedin&s, and IS if the PPA's were sdlJ in effed such that the full 

capacity paymaus and the appropriate alCrl)' paymenu were bein& made. This 

sbail c:ontinue for IS looa IS the c:xisdna ps contTaet wilh Vuw Gas Marketin&, 

Inc. (the " VISW' Gu Contraa" ) remains in effect, or a balance on !he rcWJ 

portion of the naa Bay Rqulatory Asset c:xisu. ln no event shall the amount 

collected hereunder exccod the sum of lhc balance on the retai.l portion of lhe 

n,a Bay Rqulalory Asset plus the Natural Oa.s Cost.s IS deEmed in sub­

puqnph (c) below. 

c. 1be reven!IC$ recovered thtou&h the mccbanism set fonh In sub-p&ra&ll.ph (b) 

above sbalJ be uliliud by FPC first 10 pay for the natural &IS supply an.. 

transporwioft costs associ•llld with the oprntion of the FaciUty (the "Natural Gas 
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Cosu"), and ~d to amoniu the principal and intm::st c:oru usociatcd with 

the retail portion of the Tiger Bay Regulatory Asset. For as long as the Vasta.r 

Gas Contract remains in effect or a balance on the rcWI portion of the Tiger Bay 

Rqulatory Asset exisu, the cJwaes shall be recovered from FPC's customers in 

the foUowinJ manner: The co.! etlert>' cbarJe specified in the PPA ' s, less steam 

paymentS if any (the "PPA EncrcY Cost"), shaJJ be recovered through the FAC. 

The caplcity dw&e specified in the PPA 's shaJJ be rec:overed lhrouJh !be CCR 

and shaJJ be applied only 10: (I) the remaining fuel cost (the Natural Gas Coru 

less the PPA Ene:&y Costs) if any, (2) interut appUcable to the unamortized 

balance of the reW1 portion of !be Tit -r Bay Rqula10ry Asset, and (3) 

amonlzat!on of th.e remaining principal of the retail portion of the Tiger Bay 

Rqula10ry Asset. Onoe the retail portion of the Tl&er Bay Regulatory Asset has 

been reduced 10 a zao balance and the Vutar Gas Coob'let u terminated or 

replaced, recovery punuant 10 sub-paragraph (b) above shall cease and the 

Nanlral Gas Cost shall be recovered through the FAC. 

d. In the event FPC nqotial.es a buy-out or buy-<iown of the Vasw Gas Contract, 

and the Commission issues an order approving such buy-out or buy-down. the 

retail portion of c:osu associated with such buy-out or buy-down shall be added 

to lbc amount of the rCIIi.l ponion of the Ti&er Bay Rqula.tofy Asset and 

recovered in the same mannu as set forth in ~ (b) and (c) above, 

and sub-pali&.Illphs (e) through (g) below. Public Counsel and FJPUG shall 
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retain the ri&ht to panidpale in any procecdin& relatinato lhe buy-<k>wn or buy· 

out ol the Vasw Gas Con!Bd. 

e. On a JOin&-forward bui.s, FPC may, a1 its option, inc:reuc the cloi.W amount of 

amoni.zation of the retail portion of the Tiaer Bay Re&ul.atary Asset, and each 

year's increased amount of amortization &hall ~ deemed a prudent rqulatory 

expense in caJadat!n& FPC's rqul.alory eaminp for pwpose.s :Jf SUT\'eillance 

reporti.o&, pursuant to Rule ~.m., F.A.C. 

f . In tbe evau of aaenetal me proc""'('ina onlhe level of FPC's base rates, Public 

Counsel and FIPUG sbal.l support IS a prudent FPC expense for cost recovery in 

FPC's bue rates, all non· fuel experucs wo:ialt.d with the FACility, lncludina but 

not limited to the return on the remalnin& undepreciated rat.e base of the Facility, 

all openlin& and maint.enance expenses, Wtes, and deprcclalion, but not including 

fulllre capital additions and I$$Ociated increases in r-~-fuel expenses. Public 

Counsel and FIPUG shall also suppon IS a prudent FPC etpense for cost 

reccvery in FPC's CCR, FPC's averaae annual increased dollar amoun1 of 

amonizalion of the retail portion of the Ti&e:r Bay Re&ulatory Asset for the period 

bqinnin& on the day of closiJl& of the t:rarua.ction to purchase the Facility and 

endin& a1 the conclusion of the twelve month pc:tlod preccdin& the rat.": case test 

year, provided, however, thai onoe the reW1 portion of the Tiaer Bay Rqulatory 

amount from its CCR expense. 
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g. lf, in the future, the elec:uic utility industry in Florida is deregulated or 

resuuctured i.a a manner that prevenu FPC from continuing 10 recover lhe reail 

portion of the Tiger Bay Rqu!a10ry Auet as set fo11h in sub-paragraphs (b) 

lhrollJh (f) ~. Public Coun.el and PIPUO WllllO( object 10 legislative or 

rqu1alory efforts by FPC 10 include the unamortized balance of the retail ponion 

of the nger Bay Rqul&t.ory Assel for RlCOVCt)' by an appropriate mechanism 

clesi.gned as a non-bypassable clwJe for r«:.t:TYer'J of stranded costs or PURP A 

conlrlet c:osts; prov'..ded, however, that PubUc Counsel and FIPUO WI! reW.n 

the riJbt 10 otherwise participate in any proceeding relating 10 the recovery of 

suanded costs or PURPA c:ontriCt costs, including but not limited 10 lhe 

appropriale level of IOial ~ded or PURPA contraCt cosu 10 be recovered by 

FPC. 

3. This Stipulation is contingent on approval in lu entirety by the Commission. 

4. This Stipulation may be executed in eoun~erp&rt originals. A facsimile of an 

oriJina! signature shall be deemed an original. 

FLORIDA POWER CORPORATION 
OFFJCE OF THE GENERAL COUNSEL 

JAMES P. FAMA 
JAMES A. McGEE 
Post Office Box 14042 
St. l'elcrsb\111. Florida 33733-4042 
Telephone: (813) 866-5184 · 
Fac.simlle: (813) 1166-4931 

and 
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CARLTON.~S.WARD, EMMANUEL 
SMJTB & CUTL.ER, P.A. 

Chriss. CoulrOUUs 
Fla. Bar No. 30070S 
Que lWbour Place 
m s. Harbour Uland Boulevard 
Tampa, Florida 33602-5799 
Telephone: (813) 223·7000 
Facsimile: (813) 229-4133 
B ~ (*· ;.p_.... __ _ 

27iame; P. Fama 

OFFICE OF THE PUBUC COUNSEL 

J~ek Shreve. Esquire 
Public Counsel 
John Roaer Howe, Esquire 
Deputy Public Counsel 
cJo The Florida Lccislature 
Ill W. Madison Sttcel 
Room 812 
Tallahwee. Florida 32399·1400 

RJDA INDUSTRIAL POWER USERS GROUP 

John W. McWhlne:, Jr. 
McWhll1tt, Reeves, McOlothlin, 

o.vidson, RJef & Balw 
P. 0 . Box 33SO 
Tam~. Florida 33601 

and 
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Viclci Gordon Kaufman 
McWhiner, Reeves, McGlothlin, 

Davidlon, Rid & Balc:as 
117 Soulh Gacllden Sr:reec 
Tal1ahas.5ce. Florida 32301 
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fLORIDA POWEll OORPORAnON S\1PPLIMENTAL ntPULAnON 

In additioo 10 cbe IDIUetSidpdaced to by Florida Power ill cbe April14, 1997 Stipulation 
entered iDeo &mOll& Florida Power, 0tnce of Public: Qlo•rwl and FIPUO in this cue (the 

Stipulation), Florida Power Corporation funber ltipullles and aarees as follows: 

1. AJJ fuiW'e Matcril1l aDd SUWJia for tbe 'nF Bay flc:Uity ac;qui.rod by Florida 
Power after cbiD& lbe n,., Bay purdlue lblll be recorded ill Account I 54 and 
iocluded iD wortma Clpilal for lmWi1laDcc reportiD& putpOia. 

2. Defmed wa IIIOdaJed wtdl lbe Tlpr Bay ec:qulJlUoll aball be reflected in 
Florida Power's Clpltal IWCCW'e for swveUJarw repon1na puzposes. 

3. Fossil dlf.maorlcmc:rJt IICCnllll for cbe Tiaer Bay facility of $141,000 for 199S. 
$253,000 for 1996 aDd $266,000 for 1997 will be recorded ln 1997 subsequrntco 
closina the Tiaer Bay purcbue. 

4. For deprec:Wion pwposa, lbe Tiaer Bay facility shall bave the followin& 
characteristics: 

• Avcraac service life • 20 years 
• Avcraac remalnina life at closina - IS yean 
• Net ulvqe • oepdvc 10~ 
• Depreclatioo IIIC • 5 .5~ 

S . Other than the Tipr Bay RquWoty Alset, as defiDCd in the Stipulation, all non­
fuel cosu wocia1ed with cbe acquisition aod operadoo of cbe Tlaer Bay fac:iJity 
(operation and malnfl:ftlrw ea:pcosa, cues. aiLe lease paymenu, iDsurance, rate 
base i.Dvatowm aDd the c:anyiDa costs of cbe ddmed taus) will be lnltially 
absorbed by Florida Powu'a exiJrioa base rates aod iocluded as utility eltpenses 
for surveUlaDce reponin& pwposa. 

FLoRIDA PoWER CORPORATION 

~-- ,..~~·­
James P. Pama 
April 16. 1997 
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