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BEI'Oit& ftE RORIIa IVILIC SlllVICE COMMISSION 

In re: Petition fo~ appro.al of 
early tenlination ~t to 
negotiated qualifyinv facility 
contract vith O~lando COgen 
Liaited, Ltd., by Florida tower 
Corporation. 

DOCKET NO. 961184-EQ 
OlDER NO. PSC-97-1372-PHO-EQ 
ISSUED: October 29, 1997 

Purauant to llotice, a Pnla .. rinv Conference was held on 
Monday, Octobe~ 20, 1tt7, in Tallabaaa .. , Florida, before 
C~saioner Suaan F. Clal'k, aa Prehearint Officer. 

APPEARANCES: 

JAMES A. IICGCI, &.qui~e, and JEITERY FRO£SCHLE, Esquire, 
Florida Powel' CO'fOI'ati•, Poet_ Office Box 14042, St. 
Peterabul'f, Plol'ida 33133 _ 
0n behalf aC nvt• 1 me Gegpret;ign. 

MATT~ M. CHILDS, lequire, lt .. l Hector 6 Davia, 215 South 
Monroe Stl' .. t, luite 101, t~11abaa ... , Flol'ida 32301 
On hebelf qC f!r1•p* '?ESP L1P'tM· uq. 

JOHN ROGER NOll, lequire, Office of Public Counsel, c/o The 
Florida Letialatun, 111 ... t llacliaon Street, Room 812, 
Tallahaa ... , Plol'ida 323tt 
On bebel( q( t;be Git;i"Q• qf t;be lt;tt;e g( Flgrida. 

•· COCHRAII ICU!'IIIG, &equire, Florict. Public Service 
Commission, 2s•o ~I'd O.k loUleward, Tallahassee, Florida 
32399-0150 
On bthflf qf t,be C f ee&M lt,aff. 

?"' 

I • CUE BACI"i!!OOP 

on OCtober 1, 1tt6, Florida tower Cocporation (FPC) filed a 
petition for approwal of a .. rly temination -ndiDent to its 
negotiated contract vith Orlando coten Liaited, Ltd. (OCLl, a 
qualifyinCJ facility. By Proposed A~Jency Action Order No. PSC-97-
0086-FOF-EQ, issued January 27, 1tt7, the eo.aission denied FPC's 
petition. On February 11, ltt7, fiC t~ly filed its Petition on 
Propoaed Agency Action. Pursuant to this petition, this matter was 
set for hearing before the ec .. l.sion under Sections 120.S69 and 

DOCUMtNT Nl'Mtt£R-O.ATE 

11150 r£129;; 
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• 
120.57 (1), Florida Statutes. The Caa.ission ;ranted intervenor 
status to OCL and acknovleclled the Office of Public Counsel (OPCl 
as an inte&w.-.or. -n.,bearinv ia scheduled fo.r October 30 and 31, 
199'7. 

II. petg'l'!l IIW "MZ'" PW'''DTIAL INFORMATION 

A. lAy infoc.atlon pro.iclecl pursuant to a discovery request 
for which p~rietary confidential buaineas inforMation status is 
requeated aball be - t~ted by the Ca..iaaion and the parties as 
confidential.. the infoz.ation ahall be exempt from Section 
119.07 (1), Flo~icla ltatutea, pendinCJ a formal ruling on such 
request b)' tbe 0: tuion, o~ upon the return of the in format ion to 
the person p~owidlftt tbe infoEMtion. If no determination ot 
confidentiality baa been .-de and the info~tion has not been used 
in the proc11ding, it shall be ~ucned expeditiously to the person 
providing the lafo~tion. If a dete~ination of confidentiality 
has been .ada and the info~tion vas not entered into the record 
of the proc11dtng, it aball be ~turned to the person providing the 
infor.ation within tbe t~ periods set forth in section 
366.093(2), Florida ltatutee. 

1. It is the policy of the Flori~ Public Service Commission 
that all C~aeion bea~lftla be open to the public at all times. 
The Ce lssion aleo reoogniaea ita obliCJation pursuant to Section 
366.093, Florida Statutee, to protect proprietary confidential 
busineas info~tion f~ diaclosure outside the proceeding. 

In the ewent lt beem.la necessary to use confidential 
infor.ation durin9 the heariftl, the follovinCJ procedures will be 
observed: 

1) Any party viabint to UM any proprietary confident ia 1 
busineU illfo,..tion, aa that tem ia defined in Sect ion 
366.093, Florida Statutes, shall notify the Prehedring 
Officer and all parti.ea of record by the time of the 
Prehearin9 Conference, or if not known at that time, no 
later than ....a (7) daya prior to the be9inning of the 
hearift9. !be notice eball include • procedure to assure 
that the confidential nature of the information is 
preaer.ed a• cequired by statute. 

2) Failure of any party to ca.ply with 1) above shall be 
CJrounda to deny the party the opportunity to present 
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• 
evidence which il proprietary confidential business 
info~nUtion. 

31 llhen confidential info-tion i8 uaed in the hearing, 
partiea .uat have capi .. for the Commissioners, necessary 
staff, and the Court lleporter, in envelopes clearly 
urlced with the natun of the contents. Any party 
wiehing to ..,.t~ the confidential aaterial that is not 
subject to an order vrantinv confidentiality shall be 
provided a copy in the .... faahion as provided to the 
Ca.aiaaionera, .abject to execution of any appropriate 
protective .. ra nt with the owner of the material. 

41 eoun .. l and witne1111 are cautioned to avoid verbalizing 
confidential info-tion in auch a way that would 
c011proaiM the confidential info~nUtion. Therefore, 
confidential inf~tion ahould be preaented by written 
ellhibit when naaonablJ poaaible to do eo. 

51 At the cancluaion of that portion of the hearing that 
inYOl... CIOftfidantial info-tion, all copies of 
confidential exhlbita .-.all be returned to the proffering 
party. If a confidential exhibit has been admitted into 
evidence, the copy provided to the Court Reporter shall 
be retained in the DiYiaion of Recorda and Reporting's 
confidential filea. 

Pgat-bcaripq prq·p¢'rP' 

Rule 25-22.056(3), Florida ~niatrative Code, requires each 
party to file a poat~ring 8tatiP nt of iaauea and positions. A 
summary of each position of no .ore than 50 words, set off with 
asterisks, shall be included in that atat ... nt. If a party's 
position hal not chanted aince the issuance of the prehearing 
order, the poat-haarint atat It .. , at.ply restate the prehearing 
positionr however, if the prehaarinv poaition is longer than 50 
words, it .uat be reduced to no 110re than 50 words. The rule also 
provides that if a party faila to file a poat-hearing statement in 
conformance with the rule, that party ahall have waived all issues 
and may be di..taMd f~ the praaaading. 

A party's proposed findinvs of fact and conclusions of law, if 
any, stat ... nt of iasuel and poaitiona, and brief, shall together 
total no 110re than 10 ,...,, and ahall be filed at the same time. 
The prehearint officer .. , .odifJ the pave liait for good cause 
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• 
shown. Pl ....... lule 25•22.05,, Florida ~iniatrative Code, for 
other requir ... nta pertainin9 to poet-hearing filings. 

I I I. Pgrtyo TUTP'l'X MQ mJII%1• 11ppsp 

Test~ny of all vitnea ... to be aponaored by the parties has 
been prefiled. All teatt.ofty which baa been prefiled in this case, 
subject to appropriate objection, will be inaerted into the record 
as though r .. d after the wl~nea• baa taken the atand and affirmed 
the correctneaa of the t•tt.ony and associated exhibits. All 
testimony r ... ina aubjact to -.Propriate objections. Each witness 
will have the opportunity to orally •~rize hia or her testimony 
at the ti- he or abe talrea the atand. Upon insertion of a 
witness' teat~y, eab~ita ..,.nded thereto .. y be marked for 
identification. After ell partie• and staff have had the 
opportunity to object and ccoaa-ax .. ine, the exhibit may be moved 
into the record. All otber eadllbita •r be aiailarly identified 
and entered into tile zeoord at tbe appropriate tiM during the 
hearinq. 

Mitneaaes are ~nded that, on cra.a-exaaination, responses 
to questions callint for a a~le yea or no answer shall be so 
answered firat, after which tbe witneaa .. Y explain his or her 
answer. 

The o= tsaion fr..-tly .-tniaters the testimonial oath to 
~r• than one witneaa at a tt.e. Therefore, when a witness takes 
the stand to testify, the attorney calling the witness is directed 
to ask the witness to affi~ whether he or abe has been sworn. 

IV. OBQER OF MIW''M 

Witness 

pi rest 

Lee G. Schuster 

Hugh Larkin, Jr. 

Paul Stallcup 

FI'C 

OI'C 

Staff 

IIIYI I 

1 - 6 

1 - 6 

1 
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lit noaa 

Bebyttal 

Lee G. Schuater nc 

V. BASIC POJIJ!IP' 

IIIUI I 

1 

l2Cl. Approval of the earl)' teadnation amendzMtnt between 
CCL and FPC will p~ide cuatomera over $470 million 
in NYinta, while helping to alleviate the 
intezvenerational inequity that resulted from 
approval of the Ol"lt1nal ReCJOt.iated contract, which 
ahiftecl aubatantlal coata fi"OIIl current customers to 
future cuata.e~. 

~ The Ca.laaion ahould app&"Oft the early terminc~t ion 
... nda1nt to the na11tiated ~11fv1nt facility contract 
with Orlando Clllft L~ted, L.P. by FloridA Power 
CorporatlOft. 11eotrlo Ytilitiea are, by Co.miaaion rule 
and polior, ~iled to n .. otiate with qualifying 
faciliti.. roc the pucahale or ri~ electrical enerqy and 
capacitr to ... t the atilitiea• need for capacity and 
eneqr *to •• auab purcbaaea at pricea that are cost 
errectlft. Ca taalon Rule 25•1'7.082, et. seq •• Fla. 
Adllln. Code, not onlv encourav•• neCJOtiated contracts 
vith qua11fyift1 f.a111t1ea but alao aets forth the 
atandarda for ...-owa~ by the Cc taaion of MOdifications 
to aucb contracta, C:m t aaion Rule 25-17. 08 36, r 1 a. 
Adllin. Code. Florida Power Corporati.on has presented 
evaluations COIIPIIrinv the IIOdification to the existing 
contract and to ita awoided coat and d-.onstrated the 
coat effectiw.neaa of the .edification. The alternative 
evaluations to be offe~ by the Office of Public Counsel 
and the ~ .. laaion Staff .,_ar to be inconsistent with 
the c~aaion'• aalea and would produce arbitrary and 
capriciou• ~•ulta. 

~ The petition in thia docket ia an atteitpt by FPC to have 
its cuata.era pay hivher ratea under traditional 
regulation eo that the CG~~Panr will be in a better 
competitive poaition in the unr84)ulated future. FPC 
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bell ... • it• co•t of electricity froa purchased power 
agretrtnt• will be above •rket prices in a competitive 
enYi&'OIIStDt. aurint out the OCL contract (as well as 
oth•~•-t will illpnw riC' • ability to ca.pete. If rrc 
were to fund the buJOQt, PIC would receive the future 
benefit of enhanced ca.petitiveness in a market where 
retail cuatase~• ha .. choice•. 

FPC, boweft~, wuld ~ather u•e ita cuatcaers' money to 
reach tbi• end. tbi• l .. d8 to the paradoxical argument 
offered b)' nc. Focualng on one source of hiqh-cost 
elect~leity allow• rtC to 19ft0re other resources which 
would be below .ua.t ~lee under CQ111'8tition. Even under 
this ~liet·icallr na~nw scenario, the company can 
only abow cua~r ~fit•• (using FPC's definition of 
the teaa) in · tbe foJ:II of qu~ationable future savinqs 
which will puzpo~edlr flow to cuata.era 17 to 26 years 
fro. now. 1ut if .cue& ... ~• can choo.. their electric 
COIIpADJ in tile fatum, they vi11 pey the Mrket price (to 
FPC o~ eor. otbe~ p~Ylde~) ~egardleaa of any amounts 
paid, o~ not paid, to J'IC under regulation. Thus, if 
retail ~atea aze ... acted to be deregulated, customers 
cannot receift ear a.-rita f~ fundin.g the buyout. If 
retail ~-~ •~ to ~in tatulated, there is no reason 
for a buyout in the fi~•t place. Since the OCL costs are 
borne solely by riC's cuatase~a, FPC cannot be harmed 
fro. denial of it• petition, but the cuatomers will 
auffer t Jdlate ham lf forced to pay higher rates today 
to put FPC in a bette~ co.petitive poaition tomorrow. 

Even if the pre.i.M of FPC' a caae is accepted, the 
ca~~pany' a analpia faila to ct.onatrate a realistic 
expectation of benaflta for any identifiable customers. 
Current cuata.n who laave FI'C' a ayat- over the next U 
yeera cannot ~ anything. FPC ia not guaranteeinq any 
benefita ..en for par~• (if there are any) who are 
cuatc-.~• today and vi.~~ r-in on FPC' a aystem throuqh 
2023.The likelihood of any benefits beinCJ received by 
anyone other than I'IC, iteelf, under the company' s 
propoaal le extr ... ly r.sote and entirely speculative. 

If FPC' • net-pn ... t-Yalue analpia 1• •anin9ful at all, 
it shove that the CG~peny ahould be indifferent to 
funding the buyout (a such lower, net-of-tax cost for the 
cO'IpAfty) u lont u nc le paalltted to recover an equal 
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Staff: 

a.ount, in net1P~t-walue te~, in the future based 
on ita own p~jectiona. It ia certainly .ore likely that 
ftiC will atill be M111ftt electr·icity in Florida 26 years 
fraa now than it ia that a aignificant number of current 
cuata.ara will atill be ~YiDI their electricity from the 
~y. Altbougb tbe OCL contract amendment is 
contin.,.at -.on C tulon approval of the alftendment, it 
ia not contineent -.on Cc iaaion acceptance of FPC's 
propoaed •thod of co•t ncowery. 

Staff'• poeiti0ft8 •~ pcel~ry and baaed on materials 
filed by -the parti• and on diacovery. The preliminary 
poaitiona a~ offeE*I to aaaiat the parties in preparing 
for the hearlat. ltaff'a final poaitiona will be based 
upon all tbe ~ 1ft the record and uy differ from 
the prellllinary poaitt..a. 

VI. ISSUE$ liD PQIIJJO" 

I liM 1: Are the 80--lc Cl8b aaHCiated with projected 
~atepayer aawinga reaultint froa the. ~ndment to the 
lle9otiated ContrKt between Florida Power Corporation and 
Orlando Coten Lilli ted, Ltd., r•aonable? 

PQait.ioo• 

~ Yea. FPC baa perfo~ balanced aenaitivity studie~ to 
naluate the riat of tbia buyout. TheH atudies have a 11 
ahown that tile ratepa,.r benefit• froa this buyout. It 
i• ~rtant that aenaitiwity atudiea be performed in a 
balanced .. nner, J.e., if •tudiea •~e performed using a 
hi9h fuel fo~ then atudiea ahould alao be performed 
u•ing a low f•l fo~at. A balanced approach w i 11 
provide a co.,~ eYalu.tion fraa which a sound decision 
ahould be baaed. 

~ Yea. llorecwer, the analyaia perfomed by FPC is 
conaiatent with ~ t•aion rulea. 

Sttff; 

No. 

Staff vitneaa Stallcup beli ... a that the proposed buy out 
containa a aitDificant detr.. of riak which could 
f .inancially hana rat..-yera if the buy out is approved. 
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Witneea Stallcup believea, however, that this risk should 
be balanced apiut other factors that are beyond th.­
scope of hie teet~y. 

Issu 2: Are the iftteq .. &-ational inequities among Florida Power 
Co~~ation's ratepa,.rs, 1f any, aaaociated with the 
Arsftilrtnt to tbe llegOtiatecl Contract between Florida 
Power CoqN»ratlon -and Orlando COCJen Limited, Ltd. , 
reaaonable'l ·. 

PositiADe 
.. 

~ !he C: t .. loa baa newer att.rpted to objectively define 
lnteqs•rational · falrneee. Moreover, to FPC' s 
knowledie, tbe Cc•teeion bas never rejected a proposal 
that ,._.idee poeiti .. net pre.ent value savings over the 
apprapclete p~ horlaon bec:auae of intergenerational 
coneideratioae. lnateacl, the C~iaaion has approved 
projecte for coat ~ry that range from •tront-end 
loadiar" ailftlficaat coete on current customers under 
tradit~l re...ue ~lr nta rat ... kinq to •back-end 
loadi ... a clieproportionate ehare of costs on future 
custarere throuth value of deferral ratemaking, so long 
as the projecte prcwided poeitive net present value 
saYlftiS. 

Yhere is no inteqlneratlonal inequity associate~ with 
the early teadnation _,...nt. To the contrary, the 
... ~t belpe coceect tbe inter,enerational inequity 
that ~~ fraa -..ro.al ~f the original negotiated 
contract, ., wlaicb abiftecl a1tnlf1cant costs trom current 
cuetorers to future cuatorere. Even with the costs of 
the contract bu,agt, custarers will pay leas through 2001 
(when the buyout costs ha .. been cOPpletely recovered) 
than if tbe awoided~ Uftit had been built. 

~ Yes. llo&WOnr, OCL is not aware of there being a defined 
standacd by th.ts Cu lesion for intergenerational 
fa.trMea. 

~ there ~ intecwenerational inequities, and they are not 
reasonable. !'he .teeue of inter9enerational fairness is 
aubs~ within atatutory ~r-nte. For example, the 
issue of prudeltoe of costs blplicitly considers the 
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queetion: Prudent to .me., and when? Section 366.041 (1) 
reqgina the Co iaaion to . consider "the cost. ol 

proYicllag aucb Mnice and the value of such service to 
the "*lie.• · !Ilia al80 illpllcatea issues of whether the 
Yal• of •nice llitht be different to similar groups of 
cueta.era at diffecent t~a. section 3b6.06(l) requires 
the C t .. loa to ~conaider the coat of providing service 
to tM cJ.aaa, u wll aa the rate history, value of 
ae&'Y.ioe, and ..,.rience of the public utility; the 
cona.-ption aad load characteristics of the various 
claaMa of cuat-ra, and publi.c acceptance of rate 
atructur ... • l ... lry into public acceptance of rates 
necea•arlly ~licatea considerations of 
intertenera.tlonal i-.ultiea. 

Staff: No poaition at thia tiM. 

Issue ,l: Will the ~apaaed lluJout of the OCL contract provide net 
benefita aooDar than 22 ,..ra into the future. 

Ppaitigpa 

Staff; 

~hia atat.-.nt repreaents one .. ana of quantifying the 
intertiMrational laaue. It ia a function of the 
defiftitlon of Mt benefita as vell as the assumptions 
uaecl ln tbe ooatn.n.flt analysis of the buyout. A 
nu.ber of coat benefit analy .. s have been created by FPC 
and Staff, each of which haYe an associated point when 
net benefit• ~ ~. riC believes that this issue 
ia a"'bP:?Eid bf · 1- 12 retardinCJ intergenerational 
inequiti• .,... ita poaition on thia iaaue is as stated in 
nc•. poaltion Oft lsaue 12. 

Yes. 

llo. 

llo. Tbe rear in edliall net benefits, defined as the 
cuaulati.. present Yalua of the savings exceeding the 
a.ulatiR preMnt nl• of the · coats, occurs is 
dependent on the assUIIPtiona ude in the net present 
••lue calculation. Florida . Power Corporation's most 
current calcu~ation doaa not project net benefits prior 
to the ,.ar 2011. Ia addl.tion, under the current 
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atruct~ of the bufQUt, there are no savings prior to 
the year 2014. 

Iaauc f: Should tbe Art~tnt to the -.gotiated Contract between 
Florida Power Corporation and Orlando Cogen Limited, 
Ltd., be approw.d for coat recovery pursuant to 25-
17.083,," Florida AMhliat~atiH Code? 

PoaitiPDI 

~ Yea. tt. lllltrd? nt pcowldu for the early tel"'ft.inat ion of 
the ,a.ec ~ atetlrtnt with OCL in 2013 instead of 
2023, aDd will produce net aaYinga for Florida Power's 
cuata.eca of t470 .tllion in cuaulative payments or net 
preaent Yalue AYinta of fl2.5 aillion. 

~ Yea. 

~ llo. 

Staff; 11o poattlon at tbla t~. 

Iaaut 5: If approw.d, how should Florida Power Corporation recover 
the e...,.Ma uaoclated witb the AllendiDent to the 
llegotiated Contc.at betwen florida Power Corporation and 
Orlando ca .. n u.lted, Ltd. 7 

Pgtitiona 

'fhe recoYer:y of the buyout coat abould be apportioned 
between the cca and the fuel clauae according to the 
eatabliahed policy wbich preaervea, as closely as 
poaatble, the ratio of coat ~very between the CCR and 
fuel claUM tbat aiatecl before the tranaaction. Such an 
allocatiOft will reault in approxt..tely 77\ of the buyout 
coat beint recowered throuth the CCR and the remaining 
231 of the buyout coat beint recovered through the fuel 
clauH. 

FPC ahoUld not be pe~tted to recover the buyout costs 
froa ita cuatoaeca. 

-~-:, 
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Staff; lo poaitlon at thla tt.e. 

Isauo 6: Should thla docket be cloaed? 

PoaitiPQI 

.flC.A. Yea. 

~ llo. 

~ Yea. 

Staff; Yea. 

VII. FIMIII! L'l! 

,,,, ... '"'leW ., 1.p, Me, peepr&pc&ap 

lohuater rte Deo.-.r 21, 1996, 
CYI • 1) ltaff boOMendation 

rte' • lolicltat ion for 
C£11 - 2) leverae Auction Bids 

Excerpt. frOIIl FPC's 1996 
UAI - J) Ten-Yur Site Plan, 

Suppl ... ntal Filing 

Staff Sensitivity 
CLGI - 4) Analyat.a cases 

rPC'a Reaponae to Staff 
· CLGI - 5) Que • t i on s d a t e d 

Move.ber 22, 1996 

FPC'a Reaponse to Staff 
CIAII - C) Que a t i o n s d a t e d 

love.bar 26, 1996 

Corrected Calculation 
(LGI - I) of Risk Adjusted 

Diacount Rates 
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Witness PrgfCegd lv I. p. Mg. Qta;ription 

Corrected Summary of 
(.J.GI - I) Risk Analyses on 

Proposed OCL Contract 
Buyout 

F l orida Power 
(LGI - 10) Corporation Savings to 

FPC Customers Due to 
OCL Contract Buyout -
Corrected DRI Base Case 

Florida Power 
CU. - 11) Corporation Savings to 

FPC Custa.ers Due to 
OCL Contract Buyout -
Corrected DRI 
Pesaiaiatic Case 

Florida Power 
CLGI - 12) Corporation Savings to 

FPC Custo.ers Due to 
OCL Contract Buyout -
Corrected DRI 
Optiaistic Case 

Florida Power 
(LGI - 11) Corporation Savings to 

FPC Customers Due to 
OCL Contract Buyout -
Usin9 Risk Adjusted 
Discount Rates and FPC 
AssWIPtions 

Cost of Fossil-Fuel 
(LGI - 14) leceipts at Steam­

Electric Plants 

Quantity and Cost of 
CLGI - 15) Foasil-Fuel Receipts at 

lte .. -Electric Utility 
Plants 



• 
ORDER NO. PSC-17•1372•180-IQ 
DOCKET NO. 161184-IQ 
PAGE 13 

• 
lit nasa Pmffered ly t.p. 1p, Qeasription 

Cost Breakdown 
Typical Combined 
Power Plant 
Me9awatt Capacity 

for 
Cycle 

250 
Plant 

Calculation of Risk 
(LGI - 171 Adjusted Discount Rates 

su .. ary of Risk 
(r.GI - 181 Analyses On Proposed 

OCL Contract Buyout -
Exaaple of Reasonable 
Application of Risky 
Cash Outflow 
MethodolOCJY 

Florida Power 
(r.GI - 111 Corporation Savings to 

FPC Custoaers Due to 
OCL Contract Buyout 
CDRI Base Case 
Aasuaptions) - Example 
of Reasonable 
Application of Risky 
Cash Outflow 
Methoclolo9y 

Florida Power 
Cr.GI - 201 Corporation Savings to 

FPC Custoaers Due to 
OCL Contract Buyout 
CDRI Pessimistic Case 
Aasuaptions) - Example 
of Reasonable 
Application of Risky 
Cash Outflow 
MethoclolOCJY 
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Larkin OfC 

Stallcup Staff 

Florida Power 
CLGS - 211 Corporation Savings to 

FPC Customers Due to 
OCL Contract Buyout 
C Dill Optimistic Case 
Assllllptions) - Example 
of Reasonable 
Application of Risky 
Cash Outflow 
Methodol09y 

Florida Power 
CLGS - ZZI Corporation Savings to 

FPC Customers Due to 
OCL Contract Buyout 
CUain9 Risk Adiusted 
Discount Rates and FPC 
Assllllptions) - Example 
of Reasonable 
Application of Risky 
Cash Outflow 
Methodolovy 

Excerpt from Essentials 
(LGS - ZJI or ,.nagerial Finance 

concerning Risk­
Adjusted Discount Rates 

I 

CHL - 11 

Appendix I to Mr. 
Larkin's testimony: 
Qualifications of Hugh 
Larkin, Jr. 

Value 

Ca.parison of 26-year 
,,.. - 1) Natural Gas Forecasts 

Dill Auvust 1997 25 Year 
C,.S - Zl Gas and Coal Price 

Forecasts 
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c ... - 31 
DIU AuC)ust 1997 Public 
Utilities Structures 
Price Index 2!1 Year 
Growth Rates 

Risk Adjusted Discount 
C ... - 41 Rates OCL Contract 

Buyout 

Summary of Risk 
( ... - 51 Analyses on Proposed 

OCL Contract Buyout 

Parties and Staff re .. ~ the ritht to identify additional 
exhibits for the puq~a .. of cross-ea.iution. 

VI I I. PBQPQIIQ ft'!IIJM"'' 

There ars no fCDFDIIed stipulations at this time. 

IX. PptQIIG lll!J"' 

There are no pendiAf .otioaa at this time. 

X. RULINGS 

1 • FPC' 11 Motion for Info.:.al PrehearinCJ Schedule ill moot . 

2. Staff' 11 bqueat for Protective Order as to Florida Power 
Corporation's Firat Set of InterroC)IItories Propounded to Staff 
was granted. 

3. Staff's Motion for Protectift Order as to Orlando Cogen 
Limited, Ltd. •a llotlce of TakinCJ Deposition Duces Tecum of 
Kenneth Dudley was tranted. Staff's Motion for Protective 
Order as to Orlando CDIIIft L~ted, Ltd.'s •otice of Taking 
Deposition Duaea T-- of Paul StAllcup was granted to the 
extent that iafo.:.ation beyond the scope of Mr. Stallcup's 
prefiled testi.ofty is sought. 
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4. OCL's Motion to Pre.ant Li .. ~esti.ony vith respect to OCL's 
Response to Order No. PSC-97-1009-POO-EO/Direct Testimony and 
Exhibits is denied. OCL M)' not present the live testimony of 
Commission Staff 7 era Paul Stallcup and Kenneth Dudley as 
adverse vitnea ... at .._rint. 

On October 24, 1tt7, OCL filed its Proffer of Testimony 
Concernint Pr~p~aed AIIPCJ Action Order and Alternate Staff 
Rec-ndation. !be proffered teati.ony addresses the 
follovin9 issues, which are not approved as issues in this 
hearin9: 

'••u•: 

Ill lift: 

lsaue: 

llbethar tM • ... itiYitiu• perfoi'Md in support of 
tile Alternati.. Staff llec endation are correct; 
are inconaiatent vith plsnnin9 assumptions and 
MthoclolOViea or are appropriate. 

Whetller aU ua• z tiona fr- FPC • s 1996 Ten Ye~ • 
Site PleD tbat waca used to perfo~ •sensitivities" 
by Staff ln a•zzart of the Alternative Staff 
Rec ndation were found to be suitable for 
plaaaiDf puzpoaea at tM 12/2/96 Internal Affairs 
Confelr:Wlce wlletller •ch of the •sensitivities" 
de.elopecl a.y tM Staff in support of the 
Alternati .. lee detion are reasonable correctly 
perfoi'Md and de'lreloped and demonstrate the impact 
of ahort-te~ chanta• in fuel price projections. 

Whetber tM aaa~iona used in performing the 
•aeneitiYitiea• in support of the Alternative 
Rec ndetion are appropriate and appropriately 
characteriaed in tM Alternative Staff 
Rec: lldation. 

Whether tile •scenarios of higher fuel prices and 
hi911er ratea of inflation (are) consistent with 
historical e.enta o.er recent history• and whether 
the .. a:1narioa •repeeaent re.aonable scenarios for 
the future• are correct assertions and whether 
inconsistent vith the plannint approach approved by 
the c: •••ion. 

5. OPC's Motion for Order Daclarint ProYieion of Proposed Agency 
Action Order ie De d Stipulated, or in the Alterative, 
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Motion to Strike Portion of Prote•t of Proposed Agency Action 
Order is denied. 

6. fliC's Motion for._.. to rile a..l--tal .._.ttal Testimony 
is granted. 

7. Parties are pe~tted ten ~t .... ch for opening statements. 

It is therefore. · 

ORDERED by 0: t•ion_er luND F. Clark, aa Prehearing Officer, 
that this Prehearint Order eball pen the conduct of these 
proceeclinqs as .. t fol'tb aboft ual .. e .oclified by the COIIftission. 

By ORDER of Ca pteaioaer SUNil F. Clark, as Prehearing 
Officer, this Dtlt day of ~--OsliiiiiW_...r.__ _____ , 1997 

(SEAL) 

liCK 

NOTICE OF DI'!"P 'rS!Qlp QB .WQICIAL BEVIQ 

The FloridA Public lerYice Ccmiaaion is required by Sect ion 
120. 569 (1) , FloridA ltatutea, · to noti,fy parties of any 
administratiwe hearing or judicial ~iev of CC1 1ssion orders that 
is available under Sectiona 120.51 or 120.11, Florida St•tutes, as 
well as the proceduna and tt.e lildta that apply. This notice 
should not be construed to ..en all requeata for an adainistrative 
hearing or judicial ~lew will be tranted or result in the relief 
sought. 
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.. • • 
Any party ~r .. ly affected by this order, which is 

preliminary, proc•O•ral or int•c• l~i•te in nature, may request: 1) 
reconsideration within 10 days pursuant to Rule 25-22.038 ( 2), 
Florida Administrative Code, if issued by a Prehearing Officer; 2) 
reconsideration within 15 days pursuant to Rule 25-22.060, Florida 
~inistrative Code, if issued by the Ca.aission; or 31 judicial 
review by the Florida Sup~ court, in the case of an electric, 
gas or telephone utility, or the First District Court of Appeal, in 
the case of a •ter or ... t ... ter utility. A motion for 
reconsideration eMU be filed with the Director, Division of 
Records and ReportiD91 in the fo~ prescribed by Rule 25-22.060, 
Florida Adllinistrative COde. Judicial review of a preliminary, 
procedural or interllediate ruliftl or order is available if review 
of the final action will not provide an adequate remedy. Such 
review 111ay be requested froa the appropriate court, as described 
above, pursuant to lule 9.100, Florida Rules of Appellate 
Procedure. 




