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FLORIDA POWER CORPORATION 
DOCKET NO. fiCJDM.E(\ 

DIRECT TESTIMONY OF 

I. INTROPUCTION AND QUALIFICATIONS 

1 Q . Please state your name and buslneu address. 

2 A. My name Is Charles C. Cook. My business address is 2600 CityWest 

3 Boulevard, Suite 160. Houston. Texas 77042. 

4 

6 Q , By whom are you employed and In what capacity? 

6 A . I am employed as a Senior Business Manager by Destec Energy, Inc. 

7 (•oestec•). I also serve es Vice President of Destec Management Services, 

8 Inc. (•Oestec Management•), and aeveral other wholly and partially owned 

9 subsidiaries of Destec, including Central Florida DGE, Inc. I also serve as Vice 

10 President of Central Florida DGE, Inc .. the general partner of Tiger Bay Limited 

1 1 Partnership (•Tiger Bay•). 

12 

13 Cl. Please !Uacrlbe your dutlet and reaponslbllitlea In that position. 

14 A. I am an offlc.er of several wholly or partially owned subsidiaries of Destec, 

1 6 o majority of which Is either a limited or general partner in a limited partnership. 

16 In my role as an officer of these entities, I fulfill management anci fiduciary 

17 responsibilities of such limited or general partners. I provide oversight to a 

18 team of buslnut managers who have profit end loss responsibilit ies of their 

19 assigned partnerahip1. Another part of my responsibilities includes oversight 
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1 of the menagement of various contractual agreements (e.g .• purchase power 

2 agreements, gu supply and transportation agreements, lease agreements. and 

3 operations end maintenance agreements) between the partnerships and third 

4 parties to ensure that contract administ ration is conducted in an effective 

5 manner. 

6 

7 0 . Plea11 describe your educational and bueln111 background. 

8 A. I have a S.Chelor of Science Degree in Architec tural Engineering ond a 

9 Master of Businen Administration - Finance. Both degrees were obtained I rom 

1 o the University of Texas at Austin. In June 1987. I was employed as a Project 

11 Engineer by LF. Driscoll Company where I developed, implemented and 

12 managed project budgets end scheduling for commercial office space and 

• 3 hospital construction. 

14 

15 In 1990, I wee employed by Austin Trust Company!Thornhill Securitias. My 

16 duties included the analysis of bond portfolios with respect to credit and 

17 Interest related risks. I also was reaponsible for preparing federal end steto 

18 employment tax and State Banking Commia.1lon reporting. 

19 

20 In 1991 , I was employed as a Buainees Manager at Deetec Energy. Inc. In that 

21 capacity, I was directly responsible for the management of several partnerships. 

22 These raaponslbllltias Included management of support staff, contract 

23 edmlnietratlon, interelt rata and gae price hedging, regulatory ectivltiea. utll ty 

24 end steam host relatione. and facility conatructlon. 

25 
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In 1995, I wa1 appoint.ed Senior Business Manager of Asset Management 

2 where I earva In the capacity of Vice President of Destec Management 

3 Services, Inc. 

4 

5 a. Have you ever teetlfled before the Florida Public Service Commission or any 

6 other utility regulatory body? 

7 A. No, I have not. 

8 

9 II. euRPOSE ANP ORGANIZATION Of TESTIMONY 

10 

11 Q. What 11 the purpoee of your teetlmony? 

12 A. I am testifying for Oestec Management, for end on behalf of Tiger Bay in 

13 support of the Pet it ion tiled herein by Florida Power Corporation ("Fior jda 

14 Powar"l for approval by the Commission for the recovery by Florida Power of 

16 (il the purchase price to be pald for itl purchase of Tiger Bay's 220 megawatt 

16 generating fecillty located in Polk County, Florida (the "Tiger Bay Facility"). and 

17 (II) the cost of natural gas purchased by Florlde Power to fuel the Tiger Bay 

16 Facility pursuant to Tiger Bay's gas supply arrangements which are to be 

19 assigned to and assumed by Florida Power. My testimony soecifically deals 

20 with the operational reliability and economic viability of the Tiger Bay Facility, 

21 and with the sufficiency of tho Tiger Bay Facility's fuel supply and 

22 transportation. 

23 

24 a. What l1 the lntere1t of eech of De1tec Management and Tiger Bay In thla 

26 proceeding? 
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A. Destec Menegement provides business management services to the Tiger 

2 Bay Facility under a Busineu Management Agreement between Tiger Bay end 

3 Destec Management, an affiliate of Deatec, the owner of a 50.79% partnership 

4 interest in Tiger Bay. Aa previously indicated, Tiger Bey owns tho Tiger Bay 

5 Facility, and on January 20, 1997, Tiger Bey, FPC Acquisition L.L.C. ("FPC"I. 

6 a wholly owned limited Uabillty company subsidiary of Flork!:s Power. and 

7 Aorida Power executed a Purchase Agreement (the "Purchese Agreement") 

8 pursuant to which Tiger Bay agreed to aell and FPC agreed to purchase the 

9 Tiger Bay Facility and certeln other a11eta for a purcheao price of 

10 $445,00<',000.00, subject to certain adjustments, end Florida Power agreed 

11 to guarantee the obligations of FPC. 

12 

13 Ill. THE PURCHASE AGREEMENT TRANSACTION 

14 

15 Q. Pleaae cMic:ribe the tr.nsactlon contempl.ted by the Purch11e Agreement. 

16 A. Under the Purchase Agreement, In addition to and In connection with the 

17 sale of the Tiger Bay Facility, Tiger Boy agrees to oaalgn to FPC certain materiel 

18 contrecta, which Include, but are not limited to: (i) five separate power 

19 purchaae agreementt (the "PPAa"l under which Florida Power Ia currently 

20 obligated to purchase, and Tiger Bay is obligated to make available to Florida 

21 Power, the capacity of and energy genereted by the Tiger Bay Facility, Iiil a 

22 steam aal111 agreement (the "Steam Agreement") for the sale of the steam 

23 generated by the Tiger Bay Facility to U.S. Agri-Chemicall Corporetion; (iii) tho 

24 Leese of the aite on which the Tiger Bay Facility is located (tho "Luese"l; llvl 

25 the contract with Deatec Operating Company ("DOC") for the operation and 
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1 maintenance of the Tiger Bay Facility (the "O&M Agreement"). which will be 

2 modified to prov!de that either party may terminate tho O&M Agreement on or 

3 after nine months after the Purchase Agreement closing; and (v) Tiger Bay's 

4 contracts for the supply and transportation of natural gas to fuel tho Tiger Boy 

5 Facility (the ·au Agreements"). The Purchaaa Agreement provides for FPC to 

8 assume and perform Tiger Bay'a obligations under tho Steam Agreement, tho 

7 lease, the O&M Agreement and the Gas Agreements. 

8 

9 Q . Are the obligation• of the partlea to the Purchal8 Agreement aubject to any 

1 0 condition• 7 

1 1 A . Yes. Article VI sets out a number of condit ions to tho obligations of tho 

12 partiea. Section 6.01 apaciflea tho conditions to FPC's end Florida Power's 

13 respective obligations, end Section 6.02 specifies the conditions to Tiger Bay's 

14 obligations. Theae conditions include, but are not limited to, tho iuuance by 

16 the Comml11lon of a f:nal, non·appealable order approving tho Purchase 

18 Agreement tranaactiona In form and substance satisfactory to FPC and Florida 

17 Power. 

18 

19 a. Ia there eny tlme limit for the aetlsfactlon of auch condltlona7 

20 A . Yes. Article VIII specifies certain datos by which various conditions must 

21 be satisfied or waived by the parties. In particular, under Sections 8.01 (d) end 

22 (h), either FPC and Aorida Power or Tiger Bay may terminate the P.;rcheso 

23 Agreement If the Commlaaion's order approving the Purchaae Agreement 

24 tranaactlon hu not been lnued and become final and non·~ppoaleble by July 

25 1, 1997. TheM aactlone further provide that If the Commission hes i11ued en 
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1 order approving the Purchase Agreement tranaaction by July 1, 1997, and no 

2 party has by such date filed en appeal of euch order but the time tor the filing 

3 of eppeala hu not expired, then a party may terminate the Purchase 

4 Agreement only if en appeal of such order is filed within the t ime provided by 

5 law and regulation for the filing of such eppeals. 

6 

7 a. Why Ia thera auch a time llmlt7 

8 A. Tiger Bay inslated on, end would not heve entered into the Purchase 

9 Agreement without, the Inclusion of such a t ime limit , because the actual 

10 value of the agreed upon purchase price is diminished i f closing is delayed for 

1 1 an unreasonably long period of time, and along period of uncertainty could very 

12 well have a detrimental effect on the operating efficiency of the Facility. Such 

13 e t ime limit was, and is, especially Important to Destec. Tiger Boy's majority 

14 partner, which was itself than contemplating a seta of soma other entity and 

15 has since agreed to a merger with NGC Corporation. 

16 

17 IV. OPE.RADONAL RELIABILITY ANQ ECONOMIC VIABILITY OF. ANQ 

18 SUffiCIENCY OF FUEL SUPPLY AND TRANSPORTATION FOR. THE TIGER 

1 9 BAY fACILITY 

20 

21 a. Pfease describe the Tiger Bay Facility and its operational cheracteristlca. 

22 A. The Tiger Bay Facility Is e combined cycle generating plent thet was 

23 designed and built by a Destec affiliate, Destec Engineering, Inc .• a company 

24 w ith extensive experienoe in the deeign end construction of combustion turbine 

25 power generation equipment, to the current etete of the art in the electric 
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power generation Industry. It consists of a GE Frame 7001 FA gas turbine 

2 generator with a Delt ek heat recovery steam generator and a condensing GE 

3 74.9 MW atoam turbine. It has a combined cycle heat rate of less than 7500 

4 Btus/Kwh. The Tiger Bay Facility was deslgnad and built to operate as a base 

6 load generator of electric power, and has been so operated sinca its January 

6 1, 1996 offlclal ln-servica date under the PPAs. 

7 

8 0. Has the Tlger Blly FacUlty proven to be operationally reliable 7 

9 A. Absolutely. During 1996, (the second year of operation), the Tiger Bay 

10 Facility'e annual average availability factor was greater than 97% (excluding 

11 scheduled downtime) and it operated with a 1 2-month average (ending 

12 December 1 996) capacity factor (as defined In the PPAs, as emended and/or 

13 clarified) of 93.26%. 

14 

15 During 1995, (the first year of operation), the Plant's availability ! sctor was 

16 approximet.ely 75%. The Tiger Bey Facility experienced several forced outages 

17 attributable to normal start up operations and events associated w ith GE's 

18 relatively new F·technology turbine and DLN-11 dry low NO_. control technology. 

19 The manufacturer conducted extensive root cause analysis and implemented 

20 design changes in a manner which minimized the length of such outages. 

21 Several werranty Issues remain to be resolved; however, Tiger Bey Is confident 

22 that these Items will be resolved during the normal course o f business. 

23 

24 Routine operation and maintenance of the Tiger Bay Facility has been 

26 effectively problem-free, end the condition of t he equipment Is such that, 
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1 auumlng thet It Ia melntained in accordance w ith the manufacturers' 

2 recommendation• and good electric industry practice, the Tiger Bay Faci li ty 

3 will have no difficulty achieving the capacity factor required under the PPAs 

4 over the full term of tho111 contracts. 

5 

6 a . Ia the Tiger Bay Facility economically viable? 

7 A . Yes. Slnee It went In-service under the PPAa, the Tiger Bay Facility has 

8 achieved an annual average debt service coverage ratio approximately 0 .65 

9 points higher than that required by Tiger Bay's permanent financing 

10 arrangements. With our relatively tow fixed costa and escalating capacity 

11 payments, the debt service coverage ratio is projected to increase even further 

12 over the term of the PPAs. The Tiger Bey Facility has genora ted positive cash 

13 flow and the Tiger Bay partners have enjoyed consistent cesh distributions 

14 during the two yean1 the facility has operated under the Pf>As. Because of 

15 conttruction and ttart up ritka, the firlt two yeert of operation were the 

16 riskleat to the Tiger Bay partners under the terms of the PPAs and the 

17 permanent financing. Baaed upon Ill the provision• of the PPAs and Tiger 

18 Bay'• permanent financing arrangements, and 1111 the quality of the Tiger Bay 

19 Facility and iU operetlng hlatory to data, the Tiger Bey partners anticipate that 

20 If the Purchase Agreement transection does not close, the Facility will generate 

21 positive cuh flow end annual cesh distributions throughout the terms of the 

22 PPAs. 

23 

24 a . Are the temM of the Purchaae Agreement conalatent with the economic 

25 viability of the Tiger lay Faclllty7 
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1 A. The P\6chue Agreement clearly reflecta that the Tlge.r Bay Facility is, end 

2 Is anticipated to be over the long term, en economically viable investment for 

3 the Tiger Bay J*tnert. The Tiger Bay Fecility wc;a not for sele when Florida 

4 Power approached Tiger Bay about the poaaibillty of acquiring it. It is very 

5 unlikely that Tiger Bey would have agreed to aell the Tiger Bay Fecility If ita 

6 majority partner, Deateo, had not itaelf been up for aale. It is for th is reason 

7 that Tiger Bay'a obligation to 'close the Purchase Agreement transection is 

8 expre11ly conditioned on the prior closing of the sale of Deatec. If that 

9 tranlac1ion Ia not conaummated, Deatec and the other Tiger Bay partners want 

10 the opt ion of melntainlng their lnveetment In the Tiger Bay Facility. This vividly 

1 1 demonltratea the economic viability of the Tiger Bay Facility. 

12 

13 Q . Ia there a sufflclent aupply of natural gee fuel and tran•portatlon com mined 

14 to the Tlg« Bay Facility? 

16 A. The Gu Agreementa, which aa I have Indicated will be assigned to FPC in 

16 the Purchue Agreement trenaaetlon. provide sufficient gas end transportation 

17 capacity for the operation of the Tiger Bay Fecility on a baao load basis whon 

18 supplemented with gaa a pot market purchases of leu than 1 0% of the Plant's 

19 total fuel requlrementa. The Gaa Agreements include Iii service agreements 

20 between Tiger Bey, es shipper, and Florida Gas Tren•mlasion Company, as 

21 transporter. for 33,003 MMBtuslday of firm trenaportation capacity to the 

22 Tiger Bay Facility, for term• (including extension rights) equivalent to tho terms 

23 of the PPAa, and (II) a long term cont ract between Tiger Bay, aa buyer, and 

24 Vaster Gu Marketing, Inc., as aallar, for a supply of up to 31,000 MMBtus/day 

25 (plus epplicable fuel retention for compreulon and line lou) of natural gas to 
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1 the Tiger Bay Fac.illty on a firm besls. These quantit ies of supply and 

2 transportation capacity were determined based on the operating requirements 

3 of the Tiger Bay Facility, and If they were not In fact sufficient, it Ia unlikely 

4 that Tiger Bay would have aucceeded in obtaining permanent financing for the 

5 Tlger Bay Facility on a non·rec:ourae basis. 

6 

7 Q , Doe• thle conclude your teetlmony7 

8 A. Vee, It doee. 
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