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1 PROCEEDI NGS

2 CHAIl RVAN GRAHAM  Item No. 10.
3 MR ELLIS: Good norning, Conm ssioners.
4 I[tem No. 10 will be introduced by Doug Wi ght,
5 our newest staff engineer in the resource-planning
6 section. This is his first agenda introducing an
7 Item
8 CHAI RVAN GRAHAM Wl cone.
9 MR, WRI GHT: Thank you. Good norni ng,
10 Comm ssioners. Doug Wight with Comm ssion staff.
11 Item No. 10 is Duke Energy Florida's petition
12 for approval of anendnents nodifying purchase power
13 agreenents wth Orange Cogeneration Limted
14 Partners, Ridge CGeneration Station Limted
15 Part nershi p, Polk Power Partners, and Ol ando Cogen
16 Limted, LP.
17 These anendnents seek to substitute the
18 delivered price of coal burned at Crystal River 1
19 and 2 with a fuel -cost proxy substitute index in an
20 effort to facilitate energy-paynent cal cul ations
21 made pursuant to the contracts follow ng the
22 retirenment of these coal generators in April of
23 2018.
24 The renmai ni ng total annual paynents under the
25 nodi fi ed purchase power agreenents are expected to
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1 remai n approxi mately equivalent to those esti mated

2 prior to nodification through the durations of the
3 contracts.
4 Staff has reviewed the utility's petition and
5 reconmends approval as nodified by the letter
6 agreenent between Duke Energy Florida and Ri dge
7 Generating Station Limted Partnership.
8 No comments were filed in this docket. Staff
9 and the utility are avail able for any questi ons.
10 CHAI RMAN GRAHAM  Thank you, staff.
11 Comm ssi oners, any questions of staff or the
12 utilities on Item No. 107
13 Commi ssi oner Pol mann.
14 COMWM SSI ONER POLMANN:  Thank you for payi ng
15 attention to ny inability to push the button.
16 M. Wight, what would you like nme to ask you?
17 (Laughter.)
18 MR, VWRI GHT: Anything you would like, sir.
19 COMW SSI ONER POLMANN:  On, you shoul dn't have
20 said that.
21 Wel |, Comm ssioner Patronis, CFO Patronis, is
22 not here, which is probably good for you. You're
23 not wearing any particular insigniatie.
24 Coul d you pl ease explain to us, in whatever
25 detail you feel is appropriate, the concept of a
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pr oxy?

MR WRIGHT: Sure. To ny understanding --

COW SSI ONER PCLMANN:  This is new to ne, by
the way. So, it's not really a --

MR WRI GHT: Ckay.

COW SSI ONER PCLMANN: A silly question.

MR WRIGHT: Ckay. So, to ny understanding, a
proxy is used when a direct neasurenent of a val ue
Is infeasible or uneconom c or inpossible. So,

I nstead, you neasure another related netric. And
you use those neasurenents and assune the

rel ationshi p between what you neasure and what you
are actually intending to track is correl ated
enough that the substitute neasurenents are
appropri ate enough to base further conclusions on.

So, for exanple, in this case, Crystal River 1
and 2 are being used -- the fuel for those are
bei ng used as a neasurenent to predict or to track
what the fuel would be for other avoided units
because that avoided unit has simlar
characteristics to what Crystal River 1 and 2 have.

And therefore, the fuel used by Crystal River
1 and 2 should be reasonably expected to be -- it
will follow the sane use pattern as the avoi ded

unit. And therefore, you can draw concl usi ons
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1 based on Crystal R ver 1 and 2's fuel use.

2 COMM SSI ONER POLMANN:  Okay. Are -- are there
3 no other -- there's no other use of coal ? |
4 nean -- what we're doing hereis -- is for the --
5 t he power they're purchasing el sewhere, right?
6 MR WRIGHT: This -- this specific -- these
7 speci fic anendnents are attenpting to replace the
8 measurenent of the coal at Crystal River 1 and 2
9 with a conposite proxy based on nmarket val ues of
10 coal and transportation costs because, after
11 April 2018, directly neasuring the consunption --
12 or the fuel price of coal at Crystal River 1 and 2
13 woul d be inpossi bl e because those units are being
14 retired.
15 COMM SSI ONER POLMANN:  I's there no other coa
16 use?
17 MR, ELLIS: Duke does have other coal units,
18 from ny understanding, at the sane site, even four
19 and five, but the issue becones the type of coal.
20 Dependi ng upon the design of the unit, fromny
21 under standi ng, they require different
22 characteristics, sulfur content, et cetera, which
23 affects the price.
24 COMM SSI ONER POLMANN:  kay. So, the price of
25 that coal is distinctly different.
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MR ELLIS: Yes, that's correct.
COW SSI ONER PCLVANN: Al right. Well, thank

you for that explanation.

That's all | have, M. Chairnman.
CHAl RMVAN GRAHAM  Okay. |'Ill entertain a
not i on.

COW SSI ONER BROWN: Move staff reconmendati on
on Item 10.

COW SSI ONER POLMANN:  Second.

CHAIl RVAN GCRAHAM  It's been noved and
seconded, staff recommendation on Item No. 10.

Any further discussion? Seeing none, all in
favor, say aye.

(Chorus of ayes.)

CHAI RMVAN GRAHAM  Any opposed?

By your action, you approve Item No. 10.

Thank you, staff.

(Agenda item concl uded.)
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