T ‘m puBLIC sErvice comufon

VTR BHEET
DATEs __ APRIL 5, 2337

RE: DOCKET NO. QGﬁgbvﬁhQ - Petition for expedited approval of gettlement
agreement, rogarding negotiated contract for purchase of firm capacity and
energy from a qualifying faclility, with Pascc Cogen, Ltd. by Florida Power
Corporation.

Ispue 1: Bhould the Nagotiated Contract, a8 modified by the Sattlement
Agreement between FPC and Pasco Cogen, Ltd,, be approved for cost recovery?
Recormendation: Yes. Approval of the Settlement Agrsement mitigates the
risks associmted with the uncertainty of civil litigation, Om balance,
because thera iz more monetary risi: in rejecting the Settlement Agreement
than approving it, giving at least some intuitive recognition to the reduced
need for replacement capacity due to deregulation increames the Settlemant
Agreement’s zost-effectiveness, and using traditional regulatory rate base
accounting us the basis to calculate simples payback, the contract buy-out
should be approved..
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Alternative Recomms lon: No. The proposed Sattlement Agreement should
not be approved because it i not cost-effective. The modifications to the
Contract reasult in a net overpsyment of avoided costs of approximately $17.3
million NPV. The Settlement Agreement is based on the assumption that Pasco
would win the ongoing pricing dispute in litigated proceadings and that the
Commission would ba forced to psss these prices on to FPC’'e ratepayers. The
Commission lucks etatutory authority to approve the recovery of QF paymenta
which excoed a utility‘’s esvoided cost.
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native Recommepdation: No. The propossd Settlement Agreement
should not he approved because it is not ccst-effective. It is based on the
assumption that Pasco would win the ongoing pricing dispute in litigated
proceedings, it does not properly ascount fcr riske mevociated with fuel
prices and inflation, and it does not adequately reflect intaergenerational

fairness.

Issue 2: If the Negotiated Contract, as modified by the Settlement
Agreement, is approved, how should the enexgy settlement payment and ongoing
capacity and energy payments pursuant to tha Settlement Agresment be
recoverasd from the ratepayers?

Recommendation: The energy settlement payment of $5.5 million and the
ongoing energy payments made purguant to the Settlament Agreement should be
recovaered through the Fuel and Purchased Power Cost Recovery (FPuael) Clausa.
The capacity payments as ‘determined and paid pursuant to the Settlement
Agreement should be reoovered through the Capacity Cost Recovery Clauga.

The recovery of payments mede prior to their incluaion for recovery through
the adjustment clauses should include interest from the date the payments
ware made. Should the Settlement Agreement not be approved, any nacesaary
adjustments to the Fuel Clause to reflect the mathod of pricing emergy under
the Contract prior to the settlemant should be made at the next fuel
adjustment hearing. -
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Issue 3: 1f the Negotiated Contract, as modified by the Bettlewmsnt
Agreement, is approved, what is the appropriste method of recovering the
monthly paymenta assoclated with early terminatien of the Contract?
Recommendation: If the Settlemsnt Agreemsnt is approved, 72 perceat of the
buy-out payments should be recovered thrsugh the Capacity Cost Recovery
Clauge and 28 percent should be recovered through the Fusl and Purchased
Power Cost Recovery Clause. -Thie split betwoen the clauses reflects the
fact that the payments aze justificd based on anticipated capacity and
energy savings in the buy-out years. The recovery of payments made prior to
their inclusion for recovery through the adjustment clauses should include
interest from the date tie payments were made.

ROVED

Igsua 4: 8hould this docket be closed?

en : Yas. If no person whopa substantial intereste are affected
by the Commission’s proposed. agency asction filem a protest within twenty-cne
days of the issuance of this order, this docket should be clomed,
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