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PARTICIPANTS : 

BOB E L I A S  and JUDY HARLOW, FPSC S t a f f .  
J I M  McGEE and ALLEN HONEY, F l o r i d a  Power 

N E V I N  ZIMMERMAN, Burke 81 Blue,  on b e h a l f  o f  Bay 
Corpo ra t i on .  

county .  

STAFF RECOMMENDATION 

I S S U E  1: should F l o r i d a  Power C o r p o r a t i o n ' s  p e t i t i o n  
f o r  approval  o f  an amendment t o  t h e  purchased power 
c o n t r a c t  w i t h  t h e  Bay County Resource Recovery 
F a c i l i t y  be approved? 
RECOMMENDATION: Yes. The c o n t r a c t  c o s t s  a re  
c u r r e n t l y  above market cos ts  and a re  expected t o  
remain above market u n t i l  2 0 1 3 .  The r e v i s e d  
amendments w i l l  a l l o w  FPC t o  rep lace  t h e  c o n t r a c t ' s  
above market p r i c e d  c a p a c i t y  i n  2007. The r e v i s e d  
amendment r e t a i n s  Bay coun ty ' s  c o n t i n g e n t  l i a b i l i t y  
u n t i l  t h e  proposed c o n t r a c t  t e r m i n a t i o n  da te .  T h i s  i s  
c o n s i s t e n t  w i t h  t h e  i n t e n t  o f  Commission Order No. 
19509, which guaranteed any payments f rom Bay County 's  
con t ingen t  l i a b i l i t y  t o  FPC's ra tepayers  t o  compensate 
ra tepayers  f o r  e a r l y  c a p a c i t y  payments made t o  Bay 
county .  The $610,000 payment t o  Bay County shou ld  be 
recovered by FPC th rough t h e  f u e l  and purchased power 
c o s t  recovery c lause.  

I S S U E  2 :  should t h i s  docket  be c losed? 
RECOMMENDATION: Yes. I f  no p r o t e s t  i s  f i l e d  w i t h i n  
2 1  days o f  issuance o f  t h e  o r d e r .  
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CHAIRMAN JABER: Tha t  t akes  us t o  I t e m  No. 

12. 

MS. HARLOW: Commissioners, I t e m  NO. 1 2  i s  

s t a f f  I s  recommendation t o  approve F l o r i d a  Power 

C o r p o r a t i o n ' s  p e t i t i o n  f o r  approval  o f  an 

amendment t o  t h e  Bay coun ty  cogenera t i on  

c o n t r a c t  . 
s t a f f  i n i t i a l l y  had some i s s u e s  w i t h  t h e  

f i r s t  agreement t h a t  t h e  p a r t i e s  b rough t  b e f o r e  

t h e  Commission. s i n c e  then  we've had seve ra l  

meet ings w i t h  t h e  p a r t i e s .  The amendment has 

been renego t ia ted ,  and t h e  b u l k  o f  s t a f f ' s  

concerns have been a1 1 e v i  a ted .  

s t a f f  and t h e  p a r t i e s  a re  a v a i l a b l e  f o r  any 

ques t i ons  t h a t  you m i g h t  have today .  

CHAIRMAN JABER: Are YOU here  t o  answer 

ques t ions? 

MR. MCGEE: Yes, ma'am. 

COMMISSIONER BRADLEY: I have a ques t i on .  

MR. MCGEE: MY name i s  J i m  McGee, and I 

have M r .  A l l e n  Honey w i t h  me, who was i n v o l v e d  

i n  t h e  c o n t r a c t  r e n e g o t i a t i o n s .  o t h e r  than  

t h a t ,  we suppor t  t h e  s t a f f ' s  r e v i s e d  

recommendation. 

CHAIRMAN JABER: From Bay County? 

ACCURATE STENOTYPE REPORTERS, I N C .  
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MR. ZIMMERMAN: I ' m  Nevin Zimmerman. I ' m  

t h e  County A t t o r n e y  f rom Bay County, and we 

suppor t  t h e  s t a f f  recommendation. 

CHAIRMAN JABER: Thank you, s i r .  

Commissioners, do you have any ques t ions? 

COMMISSIONER BRADLEY: I do. 

CHAIRMAN JABER: Commi s s i  Oner Brad1 ey? 

COMMISSIONER BRADLEY: Would somebody be SO 

k i n d  as t o  e x p l a i n  t o  me t h e  c o n s u l t a n t  f e e  and 

what t h a t  c o n s i s t s  o f ?  

MR. ZIMMERMAN: Bay County -- 

COMMISSIONER BRADLEY: T O  g e t  t o  t h e  h e a r t  

o f  t h e  mat te r?  

MR. ZIMMERMAN: Yes. Bay County r e t a i n e d  

consu l tan ts  t o  a s s i s t  i t  i n  a n a l y z i n g  t h e  

c o n t r a c t  w i t h  F l o r i d a  Power, and t h e  c o n s u l t a n t s  

were as l i s t e d  t h e r e ,  t h r e e ,  m y  law f i r m ,  Burke 

& Blue,  who represents  t h e  County, BankAmerica, 

and Morgan Keegan. And t h i s  a n a l y s i s  and 

n e g o t i a t i o n s  went on f o r  over  two years,  and 

t h a t  was a f e e  t h a t  Bay county  was o b l i g a t e d  t o  

pay t h e  consu l tan ts .  And d u r i n g  t h e  

nego t i  a t i  ons , i t was nego t i  a t e d  t h a t  F1 o r i  da 

Power would a c t u a l l y  compensate t h e  County f o r  

those fees t h a t  were i n c u r r e d .  

~ _ _ _  
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The County Commission had a hear ing ,  

determined t h a t  i t  was i n  t h e  b e s t  i n t e r e s t s  o f  

t h e  County t o  sho r ten  t h e  l e n g t h  o f  t h e  c o n t r a c t  

as proposed t o  you, and a l s o  agreed t o  pay i t s  

c o n s u l t a n t s  and found t h e  fees  reasonable.  

CHAIRMAN JABER: Any o t h e r  ques t i ons?  

COMMISSIONER DEASON: I have some 

ques t ions ,  Madam chairman. I would l i k e  t o  

s t a r t  o f f  by l o o k i n g  a t  E x h i b i t  C a t t a c h e d  t o  

s t a f f ' s  recommendation. AS I understand i t ,  

t h i s  i s  p r e t t y  much t h e  c rux  o f  t h e  

d e t e r m i n a t i o n  by s t a f f ,  t h a t  t h e r e  i s  a p o s i t i v e  

n e t  p resen t  va lue  assoc ia ted  w i t h  t h e  buy-out .  

And by p o s i t i v e  n e t  p resen t  va lue ,  I mean 

sav ings t o  customers. 

I n  t h i s  a n a l y s i s ,  t h e  column e n t i t l e d  

"Replacement and Added Costs" -- and, o f  course,  

t h a t  begins w i t h  t h e  $610,000 whi ch Commissioner 

B rad ley  j u s t  i n q u i  red  about.  T h a t ' s  a known 

c o s t .  And then  s t a r t i n g  i n  t h e  yea r  2 0 0 7  

th rough t h e  t e r m i n a t i o n  o f  t h e  o r i g i n a l  

c o n t r a c t ,  2 0 2 2 ,  we see a s e r i e s  o f  c o s t  numbers 

whi ch represented t h e  c o s t  assoc ia ted  w i t h  

r e p l a c i n g  t h e  c a p a c i t y  and energy f rom Bay 

County; i s  t h a t  c o r r e c t ?  
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MS. HARLOW: Yes, s i r .  

COMMISSIONER DEASON: Okay. How were those 

numbers der ived? 

MS.  HARLOW: Those numbers were -- and I 

may want t o  d e f e r  t o  Power co rp .  on t h i s  i f  I 

g e t  hung up, b u t  those numbers were d e r i v e d  

u s i n g  t h e  PROSYM a n a l y s i s .  

COMMISSIONER DEASON: I ' m  s o r r y .  what 

anal  y s i  s? 

MS. HARLOW: PROSYM i s  t h e  so f tware  t h a t  

was used. I t  develops t h e  c o s t  based on Power 

Corp. ' s  own system, as w e l l  as o u t s i d e  

purchases. And Power Corp. may want t o  

e l a b o r a t e  on t h a t .  

COMMISSIONER DEASON: M r .  McGee? 

MR. MCGEE: I'll d e f e r  t h a t  t o  M r .  Honey. 

MR. HONEY: T h i s  i s  c o n s i s t e n t  w i t h  most o f  

t h e  a n a l y s i s  w e  do concern ing ten-year  s i t e  

p lans ,  t h e  same so f tware  t h a t  was used f o r  t h a t ,  

PROSYM. when we ' re  l o o k i n g  a t  replacement c o s t ,  

h i s t o r i c a l l y  we used PROMOD. Maybe y o u ' r e  more 

f a m i l i a r  w i t h  t h a t  name, b u t  PROSYM i s  t h e  

replacement so f tware  t h a t ' s  now used i n  l i e u  o f  

PROMOD. PROMOD has been around f o r  2 0  years ,  I 

t h i n k .  T h a t ' s  t h e  a n a l y s i s  you were t y p i c a l l y  

~~ 
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g i ven .  

COMMISSIONER DEASON: How c o n f i d e n t  a r e  you 

i n  these numbers? 

MR. HONEY: P r e t t y  c o n f i d e n t .  I mean, we 

-- you know, as w i t h  any f o r e c a s t ,  t h e r e ' s  some 

room f o r  d i s c r e t i o n .  But  we a l s o  compare i t  

a g a i n s t  i f  we a c t u a l l y  were  t o  b u i l d  o u t  a 

component o f  i t , t h a t  t h e  cos ts  o f  a d i r e c t  

b u i l d  w i t h  no system suppor t  a t  a l l  would be 

m a r g i n a l l y  i nc reased  f rom those cos ts .  

COMMISSIONER DEASON: Do you agree w i t h  

s t a f f ' s  statement t h a t  these a re  cos ts ,  bo th  

replacement cos ts  f r o m  w i t h i n  your  own system 

and o u t s i d e  sources? 

MR. HONEY: w e l l ,  t h e  o u t s i d e  sources a r e  

l i m i t e d  t o  what we b a s i c a l l y  have as f i r m  

resources.  I t ' s  n o t  a s ta tew ide  model. I t ' s  a 

system resource model w i t h  t h e  f i  r m  purchases 

t h a t  we a l ready  have es tab l i shed ,  such as 

southern company and o t h e r  u t i  1 i ti es. 

COMMISSIONER DEASON: YOU have f i r m  

purchases t h a t  can rep lace  t h i s  through t h e  year  

2 0 2 2 ?  

MR. HONEY: A t  t h a t  p o i n t  i n  t i m e ,  t h e  11 

megawatts w i l l  be p a r t  o f  t h e  p lann ing  process.  

ACCURATE STENOTYPE REPORTERS, I N C .  



8 

9 

10 

11 

12 

13 

14 

1 5  

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

8 

And i t ' s  a l s o  d i s t i n c t l y  p o s s i b l e  t h a t  i n  t h a t  

year  we would be open i f  Bay County con t inues  t o  

opera te  t o  buy i t  a t  t h a t  p o i n t  i n  t i m e  under 

d i f f e r e n t  c i  rcumstances. 

COMMISSIONER DEASON: S o  you d o n ' t  have 

f i r m  c o n t r a c t s  i n  p l a c e  r i g h t  now t o  rep lace  

t h i s  energy, o r  p rospec ts  f o r  a f i r m  c o n t r a c t ?  

MR. HONEY: We haven ' t  s p e c i f i c a l l y  gone 

and bought t h e  resource .  T h i s  i s  what t h e  

system would -- t h e  system says t h a t  we can do 

t h i s ,  and t h e  system says t h a t  t hose  a re  t h e  

cos ts  assoc ia ted  w i t h  rep1 a c i  ng t h a t  c a p a c i t y  . 
COMMISSIONER DEASON: The energy Costs 

under t h e  e x i s t i n g  c o n t r a c t ,  a r e  those numbers 

f i r m  c o n t r a c t u a l  numbers, o r  a r e  those numbers 

s u b j e c t  t o  f l u c t u a t i o n ?  

MR. HONEY: Those numbers f l o a t  based on a 

s ta tew ide  avoided u n i t  i n  1995, and they  f l o a t  

based on a cap o f  system cos ts  t h a t  a re  capped 

a t  B i g  Bend 4 coa l  p r i c e s ,  which i s  a TECO 

u n i t .  Most o f  t h e  u n i t s  t h a t  were done i n  1995 

were  based on a s ta tew ide  avoided u n i t .  

COMMISSIONER DEASON: SO those  energy Costs 

a r e  con t ingen t  upon coa l  cos ts  a t  B i g  Bend U n i t  

4? 
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MR. HONEY: R i g h t .  S o  b o t h  o f  t hose  

columns, bo th  o f  those columns, i f  t h e y  were t o  

vary -- o r  bo th  o f  those columns would be 

expected t o  p robab ly  vary i n  accordance w i t h  

each o t h e r ,  un less  f o r  whatever reason B i g  Bend 

4 had a s i g n i f i c a n t  non-covar iance w i t h  t h e  r e s t  

o f  t h e  -- 

COMMISSIONER DEASON: L e t  me ask YOU t h i s  

ques t ion .  I f  one were t o  assume o r  b e l i e v e  t h a t  

coa l  p r i c e s  a r e  go ing  t o  be r e l a t i v e l y  s t a b l e  

over  t h e  nex t  20 years and t h a t  gas p r i c e s  a r e  

go ing  t o  go h igh ,  would t h i s  be a good dea l?  

MR.  HONEY: There 's  a s e p a r a t i o n  where, you 

know, any deal  cou ld  l o o k  odd. B u t ,  yes,  

e f f e c t i v e l y ,  i f  t h a t  became so p r e v a l e n t ,  t h e n  

people would beg in  t o  g a s s i f y  c o a l ,  and t ley 

would beg in  t o  operate c o a l .  S o  i t  would even 

h o l d  up under a scenar io  where t h e y  became 

w i d e l y  d i ve rse ,  because then  what you would do 

i s  g a s s i f y  c o a l ,  and you would be a b l e  t o  

opera te  b a s i c a l l y  a d i f f e r e n t  v e r s i o n  o f  a coa l  

p l a n t .  

COMMISSIONER DEASON: And YOU would be a b l e  

t o  g e t  g a s s i f i e d  coa l  t o  rep lace  11 megawatts 

f rom t h i s  u n i t  on a c o s t - e f f e c t i v e  b a s i s ?  

ACCURATE STENOTYPE REPORTERS, I N C .  
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MR. HONEY: w e l l ,  am I t e l l i n g  you t h a t  -- 

bo th  cos ts  -- i f  we were t o  run i n t o  t h a t  

scenar io ,  bo th  s e t s  o f  those columns, b o t h  

energy columns would go up s i g n i f i c a n t l y  i f  we 

found ourse lves  w i t h  t h a t  k i n d  o f  v a r i a t i o n  i n  

p r i c e s .  ~ l l  I ' m  t r y i n g  t o  t e l l  you i s  t h a t  b o t h  

of those columns would go up and down t o g e t h e r .  

S o  i f  coal  and gas were  t o  d i ve rge  f rom each 

o t h e r ,  bo th  o f  those columns would d i v e r g e  

f a i r l y  e q u i v a l e n t l y  w i t h  each o t h e r .  

COMMISSIONER DEASON: S t a f f ,  i n  your  

a n a l y s i s  you i n d i c a t e d  t h a t  you d i d  a 

s e n s i t i v i t y  a n a l y s i s  and you came up w i t h  a band 

of 30%. Can you e x p l a i n  how t h a t  a p p l i e s  t o  

your  anal  y s i  s? 

M S .  HARLOW: That  a n a l y s i s  was done by 

F l o r i d a  Power Corp. ,  and s t a f f  checked i t  f o r  

accuracy, and we f e l t  c o n f i d e n t  w i t h  t h a t .  

I would l i k e  t o  add something t h a t  I -- 
COMMISSIONER DEASON: W e l l ,  I Want t o  see 

how i t  a p p l i e s  t o  E x h i b i t  C. what would you 

change by 30% and s t i l l  come up w i t h  a p o s i t i v e  

n e t  p resent  va lue? 

M S .  HARLOW: You would change t h e  

replacement and added c o s t  column except  f o r ,  o f  

ACCURATE STENOTYPE REPORTERS, I N C .  
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course, t h e  $610,000. 

COMMISSIONER DEASON: S o  eve ry  number i n  

t h a t  column cou ld  be inc reased by  30%, and would 

you s t i l l  have a p o s i t i v e  n e t  p r e s e n t  va lue?  

MS. HARLOW: I t ' s  30% over  t i m e ,  s i r .  I t ' s  

g o t  a growth f a c t o r  i n  i t .  

COMMISSIONER DEASON: okay. W e l l ,  t h e n  I 

guess t h a t ' s  t h e  c r i t i c a l  number. what i s  t h e  

growth f a c t o r  assumed? 

MR. HONEY: I n  t h a t  p a r t i c u l a r  a n a l y s i s ,  I 

t h i n k ,  i f  I r e c a l l ,  i t  was 1 o r  1-1/2%. I n  

terms o f  t h e  long- te rm component, I b e l i e v e  i t  

was about -- i t  was e i t h e r  1% o r  1-1/2%. I ' m  

s o r r y .  There 's  so many d i f f e r e n t  ana lyses  t h a t  

I deal w i t h ,  I c a n ' t  s p e c i f i c a l l y  r e c a l l  on t h a t  

one. 

MS. HARLOW: Commissioner Deason, t h e r e  was 

a l s o  an a n a l y s i s  done t h a t  compared t h i s  a g a i n s t  

Hines, and i t  passed t h e  t e s t  i n  t h a t  as w e l l .  

Another t h i  ng t h a t  a1 1 e v i  a t e d  o u r  concern 

somewhat -- we have t h e  same concern you do on 

t h e  replacement power cos ts  and t h e  v a l i d i t y  o f  

t h e  assumptions on t h a t .  But  one of t h e  t h i n g s  

t h a t  a l l e v i a t e d  my concern, and I r e g r e t  n o t  

p u t t i n g  t h i s  i s  t h e  recommendation, i s  t h a t  t h i s  

~ 
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c o n t r a c t  i s  f o r  so l i t t l e  megawatt-hours. As 

you know, i t ' s  f o r  -- excuse me, megawatts. AS 

you know, i t ' s  f o r  11 megawatts, and s t a f f  

b e l i e v e s  t h a t  i t ' s  n o t  necessary i n  eve ry  yea r  

f o r  Power Corp. t o  rep lace  t h e  f u l l  c a p a c i t y .  

I f  t h a t ' s  t h e  case, t h a t  inc reases  t h e  s t r e n g t h  

o f  t h e  n e t  p resent  va lue .  

COMMISSIONER DEASON: SO y o u ' r e  s a y i n g  t h a t  

t h e  f l e x i b i l i t y  w i t h i n  t h e  system t h e  s i z e  o f  

Power Corp., t h a t  i t  may be p o s s i b l e  w i t h i n  

c e r t a i n  t i m e  pe r iods  t o  a c t u a l l y  absorb t h i s  

c a p a c i t y  i n those e x i  s t i  ng resources? 

MS. HARLOW: Yes, s i r .  O f  course, we would 

always want an a n a l y s i s  done w i t h  f u l l  

rep1 acement capaci t y  . That  ' s t y p i  c a l l  y how t h e  

Commission has looked a t  these i ssues  i n  t h e  

p a s t .  And t h a t  k i n d  o f  g i ves  you a -- oh, i t  

g i v e s  you a l e v e l  o f  comfor t  i f  t h e  c a p a c i t y  d i d  

have t o  be rep laced i n  every year .  

Another t h i n g  t h a t  s t a f f  was happy t o  see 

i n  t h i s  i s  t h a t ,  as you know, u n t i l  2013 i n  t h e  

c o n t r a c t  be fo re ,  i t ' s  v e r y  reasonable t o  assume 

t h a t  t h i s  c o n t r a c t  i s  h i g h e r  than  market ,  and so 

t h e  savings a t  t h e  t a i l  end o f  t h e  c o n t r a c t  were 

n o t  t h e r e  u n t i l  2 0 1 3 .  T h i s  moves those sav ings  
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up so ra tepayers  f e e l  sav ings much sooner i n  

2007 .  

COMMISSIONER DEASON: w e l l  , I f i n d  i t  a 

l i t t l e  i r o n i c .  I f  w e  go back i n  h i s t o r y ,  a t  

t h a t  t i m e  we were b e t t i n g  t h a t  t h i s  was such a 

c o s t - e f f e c t i v e  c o n t r a c t  , we were w i  11 i ng t o  

f r o n t  money up f r o n t  and b a s i c a l l y  h e l p  f i n a n c e  

i t  on a go ing- fo rward  bas i s .  And t h e  r a t e p a y e r s  

r i g h t  now have p a i d  more than -- i n  one sense, 

more than they  should have i f  i t  had n o t  been 

f o r  t h e  u p - f r o n t  advance f i n a n c i n g .  And now 

w e '  r e  w i  11 i ng t o  g i v e  up t h a t  b e n e f i t  because 

now we have new numbers, and w e  t h i n k  t h a t  t h i s  

c o n t r a c t  i s  n o t  c o s t - e f f e c t i v e .  

And my concern i s ,  we may g e t  f i v e  y e a r s  

down t h e  road and say, "Man, we r e a l l y  w i s h  we 

had t h a t  11 megawatts, because we w o u l d n ' t  have 

t o  pay any c a p a c i t y  charges on i t  whatsoever,  

and i t  would r e a l l y  be a sweet d e a l .  II 

I t ' s  a l l  a c r y s t a l  b a l l  t o  some e x t e n t .  

You're l o o k i n g  i n  t h e  f u t u r e  and t r y i n g  t o  -- 

and we were  v e r y  c o n f i d e n t  -- I say we. I 

wasn ' t  on t h e  Commission a t  t h a t  t ime .  Bu t  i n  

'88,  '89,  whenever t h i s  c o n t r a c t  was approved, 

i t  was thought  t h i s  i s  a g r e a t  t h i n g .  And we 
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know t h a t ,  you know, 10 years l a t e r  i t ' s  n o t  

such a g r e a t  t h i n g .  And 10 years  f rom now w i l l  

we be say ing,  " w e l l ,  i t  was r e a l l y  a poor  

dec i s ion  t o  buy ou t  t h a t  c o n t r a c t  i n  2 0 0 2 ,  

because we would have a l l  t h i s  f r e e  c a p a c i t y  

now"? 

And I guess t h a t  goes back t o  m y  ques t i on .  

How comfor tab le,  how c o n f i d e n t  i s  Power Corp. i n  

these numbers, and a re  you w i l l i n g  t o  t a k e  any 

o f  t h e  r i s k  i ns tead  o f  p u t t i n g  100% o f  t h e  r i s k  

on t h e  ratepayer  t h a t  your  numbers a r e  v a l i d ?  

HOW con f iden t  a re  you t h a t  i f  these numbers do 

grow i n  excess o f  1-1/2% per  year  -- a r e  you 

w i l l i n g  t o  take  t h a t  r i s k ,  o r  a t  l e a s t  share 

t h a t  r i s k  w i t h  t h e  customers? 

MR. HONEY: w e l l ,  t h e  f i r s t  t h i n g  t h a t  I 

want t o  address t o  t h a t  i s  t h a t  i t ' s  n o t  a 

ma t te r  o f  be ing comfor tab le  w i t h  whether these 

numbers a re  going t o  grow a t  1%, 2%, you know, 

f o r  t h a t  ma t te r ,  even 3%. what y o u ' r e  l o o k i n g  

a t  i s  how one column i s  go ing  t o  grow i n  

comparison t o  how t h e  o t h e r  column would have 

grown. And so t h a t  d i f f e r e n t i a l  i s  p robab ly  n o t  

go ing  t o  be t h a t  l a r g e  and can p robab ly  n o t  

separate t h a t  1 arge. 
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I d o n ' t  have t h e  a u t h o r i t y ,  and have n o t  

been g i ven  t h e  answer a t  t h i s  p o i n t  i n  t i m e  as 

t o  whether we would be w i l l i n g  t o  back t h a t .  

You know, g i ven  t h e  arrangement, you know, there 

i s  some sav ings t h e r e .  what I posed my company 

w i t h  t h e  ques t i on  o f  i s ,  you know, i f  you were 

a l lowed t o  t a k e  a p o r t i o n  o f  t h a t  sav ings ,  you 

know, would you back t h a t ?  

The problem w i t h  i t  u s u a l l y  i s  t h a t  when 

we ' re  asked t o  back something, w e ' r e  asked t o  

back i t  i f  i t  goes nega t i ve ,  b u t  i f  i t  ever  goes 

p o s i t i v e  i n  t h e  o t h e r  d i r e c t i o n ,  w e ' r e  n o t  g i v e n  

t h e  b e n e f i t .  

COMMISSIONER DEASON: Wel l ,  l e t  me say Up 

f r o n t  t h a t  -- and I shou ld  have been more c l e a r  

i n  my ques t i on .  I t h i n k  t h a t  i f  y o u ' r e  w i l l i n g  

t o  take  r i s k  away from ra tepayers  and y o u ' r e  

c o n f i d e n t  t h a t  you can manage you r  system and do 

i t  such t h a t  you c r e a t e  sav ings f o r  customers,  

you should a l s o  share i n  those sav ings .  

And I would be much more comfo r tab le  i f  we 

had a p l a n  i n  f r o n t  o f  us t h a t  came f o r w a r d  and 

you i n d i c a t e d  t h a t  we were w i l l i n g  t o  t a k e  some 

o f  t h i s  r i s k  w i t h  some concomi tant  r e t u r n  

b e n e f i t  as a r e s u l t  o f  t a k i n g  t h a t  r i s k .  I 
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would have much more conf idence t h a t  t h i s  i s  

go ing  t o  be a moneymaker, a p o s i t i v e  n e t  p r e s e n t  

va lue  f o r  customers, i . e . ,  save customers money 

i n  t h e  l o n g  t e r m .  

I d o n ' t  see t h a t  here.  I j u s t  see you a l l  

entered i n t o  a c o n t r a c t  i n  ' 8 8  o r  ' 8 9 ,  t h e  

customers took  100% o f  t h e  r i s k ,  i t  d i d n ' t  t u r n  

o u t  t o  be t o o  good o f  a c o n t r a c t ,  and now w e ' r e  

t r y i n g  t o  buy i t  o u t ,  and w e ' r e  go ing  t o  c r e a t e  

sav ings.  And i t  probab ly  w i l l  c r e a t e  sav ings .  

But here aga in ,  you' r e  s a y i  ng, "But ,  

customers, you t a k e  100% o f  t h e  r i s k ,  and i f  

f i v e  years f rom now we d o n ' t  have t h a t  11 

megawatts a t  ze ro  capac i t y ,  s o r r y .  We made a 

bad d e c i s i o n  aga in ,  b u t  guess what,  you pay 

aga in . "  I f  t h e r e  was some shar ing ,  I would f e e l  

much more c o n f i d e n t .  

MR. HONEY: I d o n ' t  have t h e  a u t h o r i t y  t o  

o f f e r  t h a t  today,  b u t  we have t r i e d  t o  e v a l u a t e  

t h a t ,  and I c a n ' t  g e t  t h e  answer i n  t h e  t i m e  

p e r i o d  t h a t  we have. 

I t h i n k  i t  i s  impor tan t  t o  unders tand t h a t  

we ' re  n o t  r e a l l y  g i v i n g  up t h a t  b e n e f i t .  what 

you ' re  go ing  t o  f i n d  y o u r s e l f  w i t h  i s  i n  t h e  

nearer  t e r m  -- I mean, I understand you r  concern 
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o u t  i n  2 0 1 3  th rough  2 0 2 1 .  

But  t h e r e ' s  two concerns t h a t  I have w i t h  

t h a t .  One i s ,  A ,  y o u ' r e  a c c e l e r a t i n g  -- under 

t h i  s arrangement, you ' r e  acce l  e r a t i  ng those  

b e n e f i t s .  I n  2 0 0 7 ,  w e  have a p r e t t y  reasonable 

f e e l  f o r  where p r i c e s  a r e  go ing  t o  go, 

p a r t i c u l a r l y  t h e  d i f f e r e n t i a l s  i n  here .  we 

d o n ' t  see a n y t h i n g  go ing  t o o  haywi re  w i t h  gas 

versus c o a l .  

SO you ' r e  acce l  e r a t i  ng t h a t  b e n e f i t  i n t o  

those customers f rom 2 0 0 7  t o  2 0 1 2 ,  g i v i n g  them 

almost  an average o f  about  8 cen ts  pe r  thousand 

kwh. SO y o u ' r e  a c c e l e r a t i n g  t h a t  b e n e f i t  

fo rward .  You ' re  n o t  r e a l l y  g i v i n g  t h a t  b e n e f i t  

UP.  

I understand i f  t h a t  p r i  ce market 1 i ne 

moves t h a t ,  you know, what we l o o k  a t  today  as 

3-1 /2  cen ts  o u t  i n  those l a t e r  years  may n o t  

m a t e r i a l i z e .  I t  may be, you know, l e s s  than  

t h a t .  Bu t ,  you know, w e ' r e  l o o k i n g  a t  i t  

a g a i n s t  Hines.  And when we l o o k  a t  a g a i n s t  

Hines, i t  s t i l l  comes o u t  w i t h  a p o s i t i v e  

p resen t  va lue .  

COMMISSIONER DEASON: We1 1 , eXp1 a i  n t o  me, 

when you say you make t h a t  comparison w i t h  

ACCURATE STENOTYPE REPORTERS, I N C .  



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

1 2  

1 3  

14 

1 5  

16 

1 7  

1 8  

19 

2 0  

2 1  

22  

2 3  

2 4  

25 

18 

Hines, e x a c t l y  what t y p e  o f  a n a l y s i s  do you do 

i n  t h a t  comparison? 

MR. HONEY: E f f e c t i v e l y ,  you t a k e  t h a t  same 

e x h i b i t ,  and i n s t e a d  o f  hav ing t h e  PROSYM 

numbers, you p u t  i n  your  f o r e c a s t  o f  t h e  Hines 

cos ts .  

COMMISSIONER DEASON: I n  t h e  column f o r  

replacement and added cos ts ,  you would p u t  i n  -- 
MR. HONEY: T h a t ' s  your c a p a c i t y  and 

energy, and t h a t ' s  where you g e t  t h e  s e n s i t i v i t y  

a n a l y s i s  t h a t  we were l o o k i n g  a t .  YOU l o o k  a t  a 

number t h a t ' s  about 18% h i g h e r .  

COMMISSIONER DEASON: Higher  than  t h e  

numbers -- I ' m  s o r r y .  

MR. HONEY: The numbers w e  s t a r t e d  f r o m ,  so 

y o u ' r e  30% head room. The 18% s t i l l  g i v e s  you 

more head room f rom -- 

COMMISSIONER DEASON: S o  t h e  Hines numbers 

a r e  18% h ighe r  than  t h e  numbers i n  your  column 

i n  E x h i b i t  C? 

MR. HONEY: Roughly 18%. I mean, i t ' s  

d i f f e r e n t  t i m i n g  and s t u f f .  

COMMISSIONER DEASON: SO your  own U n i t  

shows h ighe r  numbers than  what y o u ' r e  

f o r e c a s t i  ng. 
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MR. HONEY: Bu t ,  remember, y o u ' r e  n o t  

b u i  1 d i  ng necessar i  1 y H i  nes . You ' r e  do i  ng a 

whole system o f  u n i t s .  YOU would n o t  

n e c e s s a r i l y  rep lace  Bay County w i t h  a Hines 

u n i t .  A combined c y c l e  would n o t  be t h e  f i r s t  

cho ice  I would have n e c e s s a r i l y ,  j u s t  a l l  by 

i t s e l f ,  t o  rep lace  a garbage p l a n t .  

CHAIRMAN JABER: L e t  me ask a p rocedura l  

ques t i on .  And, s t a f f ,  f e e l  f r e e  t o  jump i n ,  

because I ' m  n o t  r e a l l y  sure  who t o  ask t h i s  o f .  

The p a r t i e s  t o  t h e  o r i g i n a l  c o n t r a c t ,  a re  

you i t? I t  was j u s t  Bay county  and Power Corp.? 

MR. ZIMMERMAN: Yes. There was an opera to r  

t h a t  s igned,  b u t  we a re  t h e  p a r t i e s .  R i g h t  now 

Montenay Power Corpo ra t i on  i s  t h e  o p e r a t o r .  

CHAIRMAN JABER: My concern has always been 

t h a t  t h e  group most a f f e c t e d  i s  n o t  s i g n a t o r y  t o  

t h e  s t i p u l a t i o n ,  i s  n o t  p a r t  o f  t h e  s t i p u l a t i o n .  

I n  terms o f  -- j u s t  t o  borrow Commissioner 

Deason's words, i n  terms o f  t h e  r i s k  be ing  borne 

by t h e  consumers, I ' v e  always been t r o u b l e d  by 

t h e  f a c t  t h a t  t h e  consumers a r e  n o t  p a r t  o f  t h e  

s t i  p u l  a t i  on. 

And aga in ,  a l s o  t o  focus  on something 

Commi s s i o n  Deason sa id ,  I understand,  Power 
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Corp. ,  t h a t  t h i s  i s  an agreement you have w i t h  

Bay County, and t o  some degree, t o  send you back 

t o  t h e  drawing board would have you go ing  back 

t o  t h e  drawing board.  But  i s  i t  p o s s i b l e ,  i f  

t h i s  commission a l l owed  another  two-week p e r i o d ,  

t o  come back w i t h  a p l a n  t h a t  would have some 

s o r t  o f  sha r ing  mechanism proposed i n a d d i t i o n  

t o  what you ' ve  a l r e a d y  encompassed? 

MR. Z IMMERMAN:  From t h e  Coun ty ' s  

pe rspec t i ve ,  i f  I cou ld  j u s t  speak b r i e f l y ,  

obv ious l y ,  t h e r e ' s  -- you know, Bay County, 

represents  ra tepayers  or t axpayers  over  t h e r e ,  

and they  come a t  t h i s  w i t h  a p e r s p e c t i v e  t h a t ' s  

un ique t o  them, j u s t  as t h e  P u b l i c  Se rv i ce  

Commission l ooks  a t  i t  f rom t h e  ra tepayers  of 

F l o r i d a  Power's pe rspec t i ve .  

But  i t  i s  a c o n t r a c t ,  and i t  was n e g o t i a t e d  

r e a l l y  w i t h  t h e  encouragement o f  o t h e r  s t a t e  

agencies back i n  1987 and 1988 when resource 

recovery  was popu la r  and t h e r e  were t h e  

s ta tew ide  avoided u n i t  and t h e  s t a t e w i d e  

c o n t r a c t s  t o  u t i  1 i ze. 

The County Commission was r e l u c t a n t  t o  

e n t e r  i n t o  t h e  c o n t r a c t  as i t  i s  presented,  and 

i t  was r e l u c t a n t  because i t  f e l t  t h a t  i t  was 
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g i v i n g  t h e  F l o r i d a  Power ra tepayers  an 

ins tan taneous b e n e f i t ,  ins tan taneous be ing  once 

t h e  c o n t r a c t  t e rm ina ted ,  f rom 2006 th rough  2012, 

and i t  was g i v i n g  up a l o t  o f  money t h a t  i t  was 

p r o j e c t e d  t o  rece ive  by those c a p a c i t y  payments. 

Those c a p a c i t y  payments were  t h e r e  because t h e  

s t a t e  law p rov ided  i t  back i n  1987.  I t  f e l t  

t h a t  i t  should rece ive  more money. The o n l y  

cash t h a t  i t  u l t i m a t e l y  s e t t l e d  on were t h e  

c o n s u l t a n t s '  f ees  as f a r  as a cash payment, b u t  

i t  o r i  g i  n a l l  y sought cash payments. 

S o  t o  t h e  e x t e n t  t h a t  Bay -- so one o f  t h e  

i ssues  t h a t  you have t o  l o o k  a t  and t h a t  F l o r i d a  

Power looked a t  i s  t h e  c e r t a i n t y  o f  r e c e i v i n g  

sav ings -- more o r  l e s s  c e r t a i n t y  o f  r e c e i v i n g  

savings th rough 2012, i s  t h a t  o f f s e t  by what may 

happen i n  2013. The County Commission analyzed 

i t  and decided t h a t  t h e y  were w i l l i n g  t o  r e c e i v e  

l e s s  money f o r  t h e i r  taxpayers f rom 2007 t o  2012 

j u s t  t o  have t h e  f l e x i b i l i t y  t o  e n t e r  t h e  open 

market i n  t h e  f u t u r e .  Everyone l o o k s  a t  i t  f rom 

t h e i  r own pe rspec t i ve .  

1 d o n ' t  know what t h e  county  Commission -- 
I ' m  sure they  would e n t e r t a i n  whatever t h e  

p a r t i e s  wanted. They d i d  go back a coup le  o f  
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weeks ago and make an amendment concern ing t h e  

c o n t i n g e n t  l i a b i l i t y  i s s u e  t h a t  came up i n  

conversa t i ons  w i t h  s t a f f .  Bu t  t h e  s t a f f  

a n a l y s i s  was -- i n  one s t a n d p o i n t ,  i t  s a i d  i t  

would recommend t h a t  i t  be t e r m i n a t e d  today,  and 

then  t h e  o t h e r  one was we d o n ' t  know i f  i t  ought 

t o  be te rm ina ted  a t  a l l .  But  t h e  compromise 

which t h e  County accepted was t o  l eave  t h e  

c o n t i  ngent 1 i a b i  1 i t y  i n p l  ace. 

SO t h a t ' s  a l o n g  answer, b u t  I d o n ' t  know 

what t h e  County Commission would do, and would 

o b v i o u s l y  t a k e  back any th ing ,  b u t  we would 

encourage you t o  approve i t  based upon t h e  

recommendation. 

CHAIRMAN JABER: Commi s s i  OnerS , what ' s 

you r  p leasure? 

F rank l y ,  I cou ld  go fo rward .  M y  concern -- 

one o f  concerns has been addressed w i t h  t h e  

r e t e n t i  on o f  t h e  c o n t i  ngent  1 i a b i  1 i t y  . when 

t h i s  was coming t o  agenda t h e  f i r s t  t ime ,  t h e  

s t i p u l a t i o n  had -- Bay County had removed t h e  

c o n t i n g e n t  l i a b i l i t y  c lause ,  so I was ve ry  

p leased t o  see t h a t  come back i n .  But ,  

Commissioners, 1'11 d e f e r  t o  what your  -- 

COMMISSIONER DEASON: W e l l ,  l e t  me say 

ACCURATE STENOTYPE REPORTERS, I N C .  
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t h i s .  I t h i n k  Bay county  has a c t e d  v e r y  

p r o f e s s i o n a l l y  i n  t h i s  and has a t tempted t o  

address our  concerns, and I want t o  express m y  

a p p r e c i a t i o n  t o  t h e  County f o r  d o i n g  t h a t .  The 

c o n t i  nua t ion  o f  t h e  p o t e n t i  a1 1 i a b i  1 i t y ,  a t  

l e a s t  through t h e  determi n a t i o n ,  o r  t h e  buy-out ,  

t h a t  c e r t a i n l y  was a way t o  a l l e v i a t e  some 

concerns a t  t h e  Commission, and t h a t ' s  

apprec ia ted .  

I guess t h e  ques t i on  t h a t  I was r a i s i n g  and 

d i  r e c t i  ng t o  Power corp .  1 d o n ' t  t h i n k  i n  any 

way would a f f e c t  Bay County. T h a t  was b a s i c a l l y  

i f  Power Corp. would be w i l l i n g  t o  assume some 

o f  t h e  r i s k  t h a t  these savings a c t u a l l y  would 

ma te r i  a1 i ze through t h e  year  2 0 2 2 ,  w i t h  t h e  

understanding t h a t  i f  t h e y  do, t h a t  t h e y  would 

share i n  t h e  sav ings.  And i f  t h e r e  a r e  even 

more savings t h a t  a r e  shared, t h e  customers 

cont inue t o  b e n e f i t ,  and Power C o r p . ' s  

s tockho lders  would b e n e f i t  even more. 

MR. MCGEE: Commissioner, we a r e n ' t  i n  a 

p o s i t i o n ,  M r .  Honey and I, r i g h t  now t o  g i v e  you 

a response t o  t h a t .  But  f rom s o r t  o f  a m a t t e r  

o f  perspec t ive ,  t h i s  i s  one s t e p  i n  k i n d  o f  a 

ongoing s e r i e s  o f  s teps t h a t  F l o r i d a  Power has 

ACCURATE STENOTYPE REPORTERS, INC. 
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taken,  because we understand t h a t  t h e  ra tepayers  

bear t h e  r i s k  o f  a number o f  QF c o n t r a c t s  t h a t  

F l o r i d a  Power has en tered  i n t o  f rom t h e  l a t e  

'80s th rough t h e  mid '90s.  Those have n o t  

t u rned  o u t  as w e l l  as w e  would p r e f e r .  

And i t ' s  our  f e e l i n g ,  and I t h i n k  we have 

always assumed t h a t  i t ' s  t h e  e x p e c t a t i o n  o f  t h e  

Commission t h a t  w h i l e  t h e  r i s k  f o r  t h e  payment 

o f  a l l  o f  those c o s t s ,  those h ighe r  than  t h e  

p re fe r red  cos ts  under those QF c o n t r a c t s ,  a r e  on 

t h e  ra tepayer ,  we have a du ty  t o  go o u t  and t r y  

and b e t t e r  t h a t  s i t u a t i o n .  S o  t h i s  c o n t r a c t ,  

1 i ke many o f  t h e  s e t t l  ements, r e n e g o t i a t i o n s  , 
and i n  t h e  case o f  t h e  T i g e r  Bay f a c i l i t y ,  t h e  

purchase o f  t h e  whole ope ra t i on ,  those were 

i n tended  t o  l essen  t h e  r i s k  on t h e  ra tepayer ,  

n o t  i nc rease  t h e  r i s k .  

That  would be t h e  case he re .  R i g h t  now t h e  

ra tepayers  bear a l l  o f  t h e  r i s k  o f  t h a t  

c o n t r a c t .  what we t h i n k  we've done i s  t o  l essen  

t h e  r i s k  t o  t h e  ra tepayers .  We have n o t  asked 

f o r  an i n c e n t i v e  on any o f  t h e  sav ings  t h a t  

we've r e a l i z e d  i n  t h e  pas t .  The T i g e r  Bay one 

comes t o  mind, and t h a t  was $2 b i l l i o n .  T h a t ' s  

a l l  f l o w i n g  th rough t o  t h e  ra tepayers .  

ACCURATE STENOTYPE REPORTERS,  I N C .  
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S o  I guess we ' re  maybe taken  aback a l i t t l e  

b i t ,  because we ' re  c o n t i n u i n g  w i t h  t h i s  

p a r t i c u l a r  p r o j e c t  l i k e  we have w i t h  many i n  t h e  

pas t  where we've t r i e d  t o  do something t o  

improve t h e  s i t u a t i o n  o f  t h e  ra tepayer  f rom a 

c o s t  recovery s tandpo in t .  

COMMISSIONER DEASON: L e t  me say t h i s .  And 

I apprec ia te  t h a t ,  and I t h i n k  t h a t  you a r e  

t r y i n g  t o  i d e n t i f y  areas where c o s t s  can be 

saved t o  t h e  b e n e f i t  o f  customers who, as you 

c o r r e c t l y  p o i n t  o u t ,  have t h e  r e s p o n s i b i l i t y  o f  

pay ing these cos ts .  

I guess my concern i s  t h a t  whether t h i s  

ends up w i t h  a p o s i t i v e  n e t  p resen t  v a l u e  i s  

con t ingen t  upon c o s t  numbers wh ich  a r e  p r o j e c t e d  

o u t  t o  t h e  year 2 0 2 2 .  And i t  appears t o  me t h a t  

t h e r e  cou ld  be conce ivab ly  much r i s k  a s s o c i a t e d  

w i t h  those p r o j e c t i o n s ,  and v o l  a t i  1 i t y ,  as 

opposed t o  what e x i s t s  now under c o n t r a c t ,  where 

we know f o r  a f a c t  t h a t  beg inn ing  i n  t h e  y e a r  

2 0 1 3 ,  t h e r e  a r e  go ing  t o  be z e r o  c a p a c i t y  

payments. T h a t ' s  a f a c t ,  c o n t r a c t u a l  f a c t ,  no 

r i s k  associated w i t h  t h a t .  

MR. McGEE: R i g h t .  

COMMISSIONER DEASON: I n  f a c t ,  t h e r e ' s  a 
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l o t  of p r o t e c t i o n  assoc ia ted  w i t h  t h a t  w i t h  t h e  

l i a b i l i t y  t h a t  i s  b u i l t  i n t o  t h e  c o n t r a c t .  

The energy assoc ia ted  w i t h  t h a t  c o n t r a c t ,  

i f  i t  i s  t i e d  t o  coa l  a t  B i g  Bend 4, I ' m  v e r y  

c o n f i d e n t  t h a t ' s  go ing  t o  be a v e r y  s t a b l e  

number. o f  course, t h a t  takes  a l i t t l e  b i t  o f  

t h a t  c r y s t a l  b a l l  a n a l y s i s  o r  what makes you 

fee l  good. But  I see on one s i d e  o f  t h i s  

equat ion  t h a t  t h e r e  a r e  e i t h e r  known c o s t s  o r  

r e l a t i v e l y  s t a b l e  cos ts  t h a t  we know t h e  

customer i s  on t h e  hook f o r .  The sav ings a r e  

p r o j e c t e d  on c o s t s  which a p r o j e c t e d  o u t ,  which 

I d o n ' t  have as much conf idence i n .  

And I guess what I ' m  say ing  i s ,  I would 

have a l o t  more conf idence i n  those numbers i f  

you showed you had a l o t  more conf idence and 

come i n and say, "we' r e  so c o n f i d e n t  t h a t  we' r e  

w i l l i n g  t o  t a k e  50% o f  t h e  r i s k  o f  t h i s ,  b u t  we 

want 50% o f  t h e  g a i n  i f  i t  m a t e r i a l i z e s . "  

I t  a l s o  g i v e s  you an i n c e n t i v e  t o  go o u t  

and t o  con t inue  t o  opera te  your company 

e f f e c t i v e l y  and l o o k  f o r  o p p o r t u n i t i e s  and g e t  

t h e  l e a s t  c o s t  -- I ' m  n o t  say ing  t h a t  you d o n ' t  

now, b u t  i f  you have t h a t  i n c e n t i v e ,  you have 

even more o f  an i n c e n t i v e  t o  do t h a t ,  which I 
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t h i n k  u l t i m a t e l y  works t o  t h e  b e n e f i t  o f  

customers. T h a t ' s  what I ' m  say ing .  I would 

have r e f e r r e d  see ing  something o f  t h a t  n a t u r e .  

Now, I throw o u t  50% and 50%. I d o n ' t  know 

i f  t h a t ' s  r i g h t ,  b u t  some s h a r i n g  somewhere t h a t  

shows t h a t  you ' ve  g o t  con f idence i n  these 

numbers, because y o u ' r e  w i l l i n g  t o  p u t  you r  

s tockho lde rs  on -- t o  t a k e  some o f  t h e  r i s k  as 

we1 1 , r e a l i z i n g  t h a t  when s tockho lde rs  t a k e  

r i s k ,  t hey  l o o k  f o r  a r e t u r n ,  though, and I 

understand t h a t  equa t ion .  

MR. McGEE: We j u s t  r e c e n t l y  f i l e d  a 

p e t i t i o n  f o r  approval  o f  another  c o n t r a c t  

amendment. I t ' s  a c t u a l l y  a r e s t r u c t u r i n g  o f  

t h r e e  e x i s t i n g  c o n t r a c t s .  And as I mentioned 

b e f o r e ,  we d i d n ' t  r e a l l y  even cons ide r  a s h a r i n g  

o r  an i n c e n t i v e  mechanism, because t h i s  i s  j u s t ,  

a t  l e a s t  i n  ou r  v i e w ,  one more s t e p  i n  a s e r i e s  

o f  ones i n  t h e  pas t .  

I f  i t  i s  t h e  Commission's p r e f e r e n c e  t h a t  

we pursue t h a t  approach, I would t a k e  i t  t h e n  

t h a t  we should a l s o  g i v e  t h e  same k i n d  o f  

c o n s i d e r a t i o n  t o  o t h e r  -- 

COMMISSIONER DEASON: W e l l ,  f i  r S t  O f  a l l ,  

r e a l i z e  I ' m  j u s t  one Commissioner. I d o n ' t  know 

~~~~ 
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how my co l leagues f e e l  about i t .  They may be 

ve ry  comfor tab le w i t h  t h i s ,  and I can unders tand 

i f  they  a re .  ~ ' m  n o t  -- and I'm n o t  b e i n g  

c r i t i c a l  o f  s t a f f ' s  a n a l y s i s  e i t h e r .  I t h i n k  

s t a f f  has been v e r y  t h o u g h t f u l  i n  t h e i r  a n a l y s i s  

and p u t  f o r t h  t h e  bes t  case t h a t  t hey  t h i n k  i s  

represented by these numbers. 

I ' m  j u s t  say ing  I as one Commissioner would 

a t  l e a s t  l i k e  t h e  o p t i o n  o f  say ing  -- o f  Power 

co rp .  p u t t i  ng t oge the r  somethi ng and s a y i  ng , 

"And i f  you t h i n k  sha r ing  i s  a p p r o p r i a t e ,  t h i s  

i s  what w e ' r e  w i l l i n g  -- t h i s  i s  t h e  amount o f  

r i s k  w e ' r e  w i l l i n g  t o  assume, and t h i s  i s  what 

t h e  shar ing  p o i n t  should be."  A t  l e a s t  g i v e  an 

o p t i o n  t o  t h e  Commission t o  eva lua te  i t .  And i f  

no th ing  e l se ,  t h a t  speaks volumes as t o  how 

con f iden t  you a re  i n  these numbers i f  y o u ' r e  

w i l l i n g  t o  take  some o f  t h e  r i s k  y o u r s e l f .  

MR. HONEY: w e l l ,  I a p p r e c i a t e  what y o u ' r e ,  

you know, sending o u t  t h e r e ,  and t h a t  has n o t  

been something we've considered,  you know, i n  

t h e  nego t ia t i ons  as an o p t i o n  t h a t  we have as a 

company. SO when t h a t  was one o f  t h e  

suggest ions on t h e  s t a f f  recommendation, I d i d  

ask t h a t  ques t i on  t o  people,  b u t ,  you know, i t  
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takes t ime  t o  g e t  t h a t  k i n d  o f  answer. T h a t ' s  

n o t  a thought  process we've t r a d i t i o n a l l y  had. 

But when J i m  s a i d  t h a t  we've t r i e d  t o  address -- 

CHAIRMAN JABER: We know t h a t .  

MR. HONEY: when J i m  s a i d  -- 

CHAIRMAN JABER: How much t i m e  do you need 

t o  go through t h a t ?  

MR. HONEY: I'm s o r r y ?  

CHAIRMAN JABER: How much t i m e  do you need 

t o  go through --  

MR. HONEY: I d o n ' t  know t h a t  i t ' s  p o s s i b l e  

t o  g e t  my company t h e r e .  we've g o t  a l o t  o f  

t h i n g s  i n  t h e  process. 

COMMISSIONER BRADLEY: Madam c h a i r .  

MR. HONEY: But  I want t o  address t h i s  r i s k  

i ssue ,  because -- 

CHAIRMAN JABER: G o  ahead and address t h a t  

i s s u e ,  and then  Commissioner Brad ley  has a 

ques t ion .  

MR. HONEY: Commissioner Deason, you b r i n g  

up a good p o i n t .  YOU l o o k  a t  a l l  o f  t h i s ,  and 

you say, "we1 1 , those l o o k  1 i ke v e r y  known 

cos ts ,  and t h e y  f e e l  v e r y  comfor tab le.  " But  

what 's  be ing  i gno red  here t h a t  concerns me 

tremendously i s  t h e  opera t i ona l  r i s k s  and t h e  
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r i s k s  o f  go ing t o  l i t i g a t i o n .  

YOU know, i f  w e ' v e  l ea rned  any th ing  f rom 

t h e  Lake county l i t i g a t i o n  t h a t  we j u s t  went 

th rough n o t  t h a t  l o n g  ago i s  t h a t  w h i l e  we may 

f e e l  w e ' r e  r i g h t  and we may f e e l  l i k e  t h e  

c o n t r a c t  p r o t e c t s  us,  those numbers t h a t  y o u ' r e  

l o o k i n g  a t  and those sav ings w i t h  ze ro  c a p a c i t y  

payment, I guarantee you t h a t  t h e  county  has t o  

subs id i ze  t h a t  p l a n t  t o  ope ra te  d u r i n g  t h a t  t i m e  

pe r iod ,  and t h a t  doesn ' t  come a t  ze ro  r i s k .  

That  has tremendous o p e r a t i o n a l  r i  sk .  

And what I view t h i s  whole a n a l y s i s  as 

do ing  i s  a c c e l e r a t i n g  t h e  b e n e f i t s  f o rward  so 

t h a t  we a c t u a l l y  e l i m i n a t e  t h e  r i s k  o f  what t h e  

opera t i ona l  savings m igh t  be o u t  i n  those f u t u r e  

years.  I n  f a c t ,  we've brought  i t  c l o s e r  t o  t h e  

near t e r m ,  so we've e l i m i n a t e d  t h a t  r i s k  o u t  i n  

2012, n o t  t h a t  t h e  p r i c e s  a re  go ing  t o  be wrong, 

b u t  t h a t  we migh t  n o t  r e a l i z e  those  e i t h e r  f rom 

f a i l u r e  o f  performance o r  f a i l u r e  th rough  

1 i ti ga t  i o n .  

COMMISSIONER DEASON: But  d o e s n ' t  you r  

c o n t r a c t  address f a i l u r e  t o  per fo rm,  and i s n ' t  

t h a t  p a r t  o f  t h e  reason t h e  l i a b i l i t y  account  i s  

t h e r e ,  t h a t  you recoup t h e  advance payments you 
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made i n  t h e  e a r l y  years? 

MR. HONEY: Abso lu te l y .  And t h e  one t h i n g  

t h a t  I learned f rom Lake, t h i n k i n g  t h a t  we were 

a b s o l u t e l y  c l e a r  on t h a t  one, was --  t h i n k i n g  

t h a t  we were 100% c o r r e c t ,  and we d i d  n o t  

we thought .  I n  f a c t ,  we 

Commissioner B rad ley ,  you 

c o l l e c t  100% o f  what 

c o l l  ected n o t h i  ng . 
CHAIRMAN JABER: 

had a quest ion? 

COMMISSIONER BR,.DLEY: A comment. I t  seems 

l i k e  we a re  much c l o s e r  today than we were a 

s h o r t  t i m e  frame ago. I b e l i e v e  you were i n  t h e  

process o f  making a mot ion,  o r  am I i n c o r r e c t ?  

CHAIRMAN JABER: Me? NO, I was a c t u a l l y  

ask ing  f o r  a mot ion o r  a nex t  s tep ,  q u e s t i o n s  by 

t h e  commissioners. 

COMMISSIONER PALECKI :  W e l l ,  I had one 

f u r t h e r  ques t i on  I would l i k e  t o  ask Power 

co rpo ra t i on .  

CHAIRMAN JABER: Go ahead. 

COMMISSIONER PALECKI:  would you l i k e  t o  

have 3 0  days j u s t  t o  take  t h a t  p r o p o s i t i o n  back 

t o  your company, n o t  t o  modi fy  t h e  agreement 

w i t h  Bay county ,  b u t  j u s t  t o  f i n d  o u t  i f  y o u r  

company would be i n t e r e s t e d  i n  some s o r t  o f  r i s k  
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shar ing  mechanism where you c o u l d  a l s o  share i n  

t h e  rewards i f  t h e  p r i c e s  do change t o  t h e  

b e n e f i t  o f  t h e  ra tepayers  and t h e  company? 

MR. McGEE: We can p rov ide  a response t o  

t h a t  ques t ion  w i t h i n  3 0  days. 

MR. ZIMMERMAN: From Bay County 's  

pe rspec t i ve ,  as an observer  and n o t  over  he re  

v e r y  o f t e n ,  t h a t ' s  a l l  v e r y  i n t e r e s t i n g .  we 

would encourage you, though, i f  you cou ld ,  go 

ahead and approve t h i s  c o n t r a c t  and keep a l l  

t h a t  i n  mind f o r  t h e  f u t u r e ,  r a t h e r  than  l e a v e  

Bay county hanging t h e r e  w h i l e  you work o u t ,  

f rom our pe rspec t i ve ,  some i n t e r n a l  i s s u e s  

concerning how t h e  n e x t  c o n t r a c t s  a r e  go ing  t o  

be d e a l t  w i t h .  

CHAIRMAN JABER: No, I d o n ' t  t h i n k  w e ' r e  

t a l k i n g  about t h e  n e x t  c o n t r a c t s .  But  I t h i n k  

your o b j e c t i o n ,  your c a u t i o n  i s  t h e  t i m e  d e l a y  

associated w i t h  Power Corp. -- 

MR. ZIMMERMAN: Yes, ma'am. 

CHAIRMAN JABER: -- g e t t i n g  back t o  U S .  

MS.  ZIMMERMAN: Yes, ma'am. 

CHAIRMAN JABER: Because YOU do recogn ize  

Commissioner Deason's ques t ions  and some o f  t h e  

concerns r a i s e d  by t h e  Commissioners a r e  r e a l l y  

__ ~~ ~ 
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requests  t o  t h e  company. w e ' r e  n o t  sugges t ing  

t h a t  t hey  go back and r e n e g o t i a t e  w i t h  t h e  

County. You do understand t h a t ?  

MR. ZIMMERMAN: Yes, I understand t h a t .  

CHAIRMAN JABER: Commissioners, w h a t ' s  you r  

p leasure? 

COMMISSIONER DEASON: w e l l ,  you know, i t ' s  

n o t  my d e s i r e  t o  con t inue  t h i s  t h i n g  

i n d e f i n i t e l y ,  and I know t h e  County wants 

c losu re  on t h i s .  They need a d e c i s i o n ,  and t h e y  

need t o  be ab le  t o  opera te  and p l a n  a c c o r d i n g l y .  

YOU know, ~ ' m  w i l l i n g  t o  approve t h e  

buy-out,  b u t  I t h i n k  t h a t  Power co rp .  shou ld  

cons ider  a sha r ing  p lan .  And i f  t h e y  w i l l  

commit t h a t  t hey  w i l l  cons ide r  i t  and come back 

t o  us w i t h  e i t h e r  a reques t  o r  e l s e  n o t i f i c a t i o n  

t h a t  t hey  considered i t  and i t ' s  n o t  t h e  

approp r ia te  t h i n g  t o  do and t h e  reasons why i t ' s  

n o t  app rop r ia te ,  under those c i rcumstances,  1 

cou ld  move t h a t  we approve s t a f f ' s  

recommendation. 

COMMISSIONER BAEZ: And I would second 

Commissioner Deason's mot ion  i n  a l l  i t s  

respects .  I mean, I t h i n k  t h e  i d e a  t h a t  t h e  

company has never thought  about t h i s  b e f o r e  i s  
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somehow -- I mean, I t h i n k  you ' ve  p u t  t h e  burden 

on yourse lves  t o  s t a r t  t h i n k i n g  about i t .  And I 

d o n ' t  know i n  my mind how many o f  these t y p e s  o f  

cases we have coming up. ~ ' m  p r e t t y  sure  w e ' r e  

n o t  a t  t h e  end o f  them, though.  SO f o r  m y  

money, I would c e r t a i n l y  expec t  t o  see some o f  

t h a t  k i n d  o f  t hough t  i n  t h e  f u t u r e .  

COMMISSIONER DEASON: And l e t  me r e i t e r a t e  

t h a t  t h i s  i s  --  m y  comments i n  no way a r e  t o  be 

as a nega t i ve  r e f l e c t i o n  on Power co rp .  I t h i n k  

you have en te red  i n t o  these n e g o t i a t i o n s  f o r  

v a l i d  reasons, n o t  t h e  l e a s t  o f  which i s  t r y i n g  

t o  generate sav ings  f o r  your  customers. SO I 

have no problem w i t h  t h a t .  ~ ' m  j u s t  t h i n k i n g  -- 

ask ing  you t o  t h i n k  a l i t t l e  b i t  o u t s i d e  o f  t h e  

box and see i f  t h e r e ' s  even a b e t t e r  w a y  t o  do 

t h i s .  

MR. McGEE: And we w i l l  d e f i n i t e l y  e x p l o r e  

t h a t  i n t e r n a l l y ,  and w e ' l l  respond c e r t a i n l y  

w i t h i n  t h e  30-day t i m e  frame t h a t  Commissioner 

Pa leck i  mentioned. And as I mentioned e a r l i e r ,  

we a l s o  have a fo rm p resen t  r i g h t  now f r o m  t h e  

recen t  p e t i t i o n  t h a t  we f i l e d ,  and i f  t h a t ' s  

something t o  be pursued, we c o u l d  go f o r w a r d  -- 

CHAIRMAN JABER: w e l l ,  a c t u a l l y ,  I wanted 
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t o  t a l k  t o  you about t h a t .  The 3 0  days t h a t  

Commissioner Pal eck i  i s a s k i  ng about  addresses 

t h i s  docket ,  and i f  you cou ld  respond t o  t h e  

request  w i t h i n  3 0  days o f  t oday ,  t h a t  would be 

g r e a t .  Bu t  as i t  r e l a t e s  t o  you r  q u e s t i o n  

i n v o l v i n g  o t h e r  p e t i t i o n s  and f u t u r e  

proceedings, I t h i n k  t h a t  we expec t  t h a t  t h e  

thought  process n o t  o n l y  has been had, b u t  

i nc luded  i n  f u t u r e  p e t i t i o n s .  S o  i f  you need t o  

modi fy  t h e  p e t i t i o n  you ' ve  a l r e a d y  f i l e d ,  you 

need t o  govern you r s e l  f acco rd i  n g l  y . 
But those approaches t h a t  t a k e  t h e  r i s k  

away f rom t h e  consumer, i f  n o t  comp le te l y ,  b u t  

p a r t i a l l y ,  those a r e  t h i n g s  w e ' r e  l o o k i n g  f o r  

anyway, M r .  McGee. S o  t h e  answer t o  your  

ques t i on  i s ,  a b s o l u t e l y ,  go ing  f o r w a r d  n o t  o n l y  

should you t h i n k  about i t ,  b u t  you shou ld  

i n c l u d e  i t .  

MR. HONEY: And i n  t h e  case o f  t h e  one t h a t  

we j u s t  f i l e d ,  because t h e  energy i s  rep laced ,  

i t ' s  n o t  r e l e v a n t  t o  t h e  one w e  f i l e d .  Bu t  

c e r t a i n l y  any th ing  t h a t  we do g o i n g  fo rward ,  

we've g o t  p l e n t y  on t h e  t a b l e ,  and we would l i k e  

t o  -- 

CHAIRMAN JABER: S t a f f ,  y o u ' l l  make t h a t  
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same a n a l y s i s ,  ~ ' m  sure .  

MR. E L I A S :  Yes. 

COMMISSIONER DEASON: And l e t  me add one 

o t h e r  t h i n g .  S ince we a r e  -- i f  t h e  company 

cons ide rs  some t y p e  o f  r i s k  s h a r i n g ,  b e n e f i t  

s h a r i n g  p l a n ,  i t  may be u s e f u l  t o  g e t  i n p u t  f rom 

t h e  p u b l i c  Counsel 's  o f f i c e  somewhere i n  you r  

consi  d e r a t i o n .  

MR. E L I A S :  Commissioner, t h e r e  was a 

comment made b e f o r e  about t h e  f a c t  t h a t  t h e  

ra tepayers  u l t i m a t e l y  h a v e n ' t  had an o p p o r t u n i t y  

t o  comment on t h i s  p roposa l ,  and I j u s t  w a n t  t o  

make you a l l  aware t h a t  we as a m a t t e r  o f  course 

on these buy-out c o n t r a c t s  ask a l l  customer 

groups t h a t  we ' re  aware o f  t o  p a r t i c i p a t e  i n  any 

meet ings t h a t  we have on t h i s  s u b j e c t .  And, i n  

f a c t ,  b o t h  t h e  o f f i c e  o f  P u b l i c  Counsel have 

been i n v i t e d  t o  -- and F I P U G  have been i n v i t e d  

t o  t h e  meetings t h a t  we've had w i t h  t h e  p a r t i e s  

t o  t h i s  docket  over  t h e  course o f  -- 

COMMISSIONER DEASON: And I d i d n ' t  mean t o  

i n s i n u a t e  t h a t  t h a t  d i d n ' t  happen. And t h e  f a c t  

t h a t  P u b l i c  counsel  i s  n o t  here i s  n o t  any 

r e f l e c t i o n .  r ' m  sure  t h a t  he has l i m i t e d  

resources and has t o  d i r e c t  those i n  ways, and 
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maybe -- I c a n ' t  t r y  t o  -- t h e  o n l y  t h i n g  I ' m  

say ing  i s  t h a t  when Power co rp .  -- i f  t h e y  t r y  

t o  come up w i t h  some t y p e  o f  a s t r u c t u r e ,  i f  

they  g e t  i n p u t  f rom t h e  P u b l i c  counsel  ' s  o f f i c e ,  

f i n e .  I t  may be h e l p f u l  i n  t h e  l o n g  term.  

I f  n o t  ii ng e l s e ,  p u b l i  c Counsel c e r t a i n l y  

can come i n  and -- when a f i l i n g  i s  made and a 

proposal  i s  p u t  on t h e  t a b l e ,  t h e y  can p o i n t  o u t  

good p o i n t s  o r  bad p o i n t s  about i t ,  and i t  can 

be p a r t  o f  t h e  process.  But  o b v i o u s l y ,  P u b l i c  

Counsel 's  o f f i c e  needs t o  be i n fo rmed ,  and I 

a p p r e c i a t e  t h e  f a c t  t h a t  you make sure  t h a t  t h e y  

a re  aware o f  t hese  i t ems  when t h e y ' r e  p u t  f o r t h .  

MR. E L I A S :  We would seek t o  g i v e  them an 

o p p o r t u n i t y  t o  p rov ide  i n p u t  b e f o r e  we eve r  

w r i t e  a recommendation on somethi ng . 
CHAIRMAN JABER: okay. There has been 

mot ion  and a second on I t e m  1 2 ,  w i t h  t h e  

m o d i f i c a t i o n  t h a t  i n  t h e  nex t  3 0  days, 

M r .  MCGee, you w i l l  cons ide r  and respond t o  us 

i n  w r i t i n g  about  a s h a r i n g  mechanism f o r  t h i s  

docket .  

okay. A l l  those i n  f a v o r  say aye. 

(Simultaneous a f f i r m a t i v e  vo tes . )  

CHAIRMAN JABER: Opposed, nay. 
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(NO response. ) 

CHAIRMAN JABER: Show I t e m  12 approved 

unanimously. 

(Concl u s i  on o f  c o n s i d e r a t i o n  o f  I t e m  1 2  .) 
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STATE O F  FLORIDA) 

COUNTY O F  LEON ) 

I, MARY ALLEN NEEL, do hereby c e r t i f y  t h a t  t h e  

f o r e g o i n g  proceedings were taken  b e f o r e  me a t  t h e  t i m e  

and p lace  t h e r e i n  des ignated ;  t h a t  my shor thand no tes  

were t h e r e a f t e r  t r a n s c r i b e d  under my s u p e r v i s i o n ;  and 

t h a t  t h e  fo rego ing  pages numbered 1 th rough  3 8  a r e  a 

t r u e  and c o r r e c t  t r a n s c r i p t i o n  o f  my s tenograph ic  

no tes .  
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