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LGS=-29, 30 and 31.

CHEIISSIONER CEARR: Yes. MNr. Keating, I

AR. BEFTNE: I°'d like those marked as
} Composits Bxhibit -~ what is the nuaber?
COMESOSIONER OLABK: & is the next. LGS-29

9 || marked as compesite BuhiMit 6.

‘ 1 (Rehibit ¢ marked for idestification.)

| Q (By kr. Beating) Wx. Schuster, could you
12 {| refer to the sxhibit identified as LGS-29. (Pause)
A Yeos.

Q Would you plesse review that exhibit for a
| secona ana 1et me know if thet exhibit shows in part
' portions of Florida Power Corporation’s monthly

a Yes, it does.
] This exhibit also contains a summary of

Could you tell ms approximately what Florida
Pover Corporation's current debt/equity mix is as
appsars on Florida Power Corporation's surveillance
reports tiled with the Commission?







A T™he last page of your euhibit shows 62.07%

2 ] for August of 1997.

Q what vas it in October of 19967
A 60.538.
Q How r!-.-l- Plerida Power Coxporation‘'s

6 |l equity ratio besm greater tham SO8?

Sased on this handout, it rums about 508 in

S|l May of 1994.

Q And since that time has it continued to

10 || increase?

A Yes, it has. .
Q So vhy 4idn‘t you uwse an eguity ratio closer

13 | to Florida Power Coxporation’s actual egquity ratio
14 }| vhen you projected the originsl financial valuse
15 | represented on your Late~filed Deposition Rxhibit 7?

a Late-filed Bxhibit No. 7 vas part of the

17 || market-based gensration cost foreocast that wes used in
18 || the October 1ist filing. It wvas prepared by a separate
19 || department from Purchased Power. We were basically
20 ff told to use that by management because that was the
21 || gensration cost forecast being used at that time by

22 I the company.

We reviewed the assumptions but it wes not

24 || our place to change those assumptions or to create a
a5 | different forecast. It was reasonable at that time
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1} for the purposes we were using it.
Q And why didn't you wse the anmual coet of

wummmm-ounmtnuu
thqm“uuh—ﬂhlmulo. 7?

A I'n sosry, could you repeat that gquestion?

| (Pause)

@ For each of the ysars om your Late-filed
Exhibit No. 7, vhy didn’'t you wse the annual cost of
llmiulm-MﬂMtummmt
v.:uummdmtu_ummw

of Plorida Power Corperetien’s currest rate?
A Are you saying we the anmual values in the

10 §

12
13
14
15 § net present valus caloulation?
16| Q Yes.
17 | a Well, there's a different anmual value for
uachmrmwnmdonutmtnlu
ucllwutuayuIIInhnl.stu-Mnuto

discount the entire cash flow stream. 80 we used the
approved and accepted one, which is the curreamt
atur-m discount rate, after~tax cost of capital.

Q Couldn’t you use each year's anmual discount
rate to discount that year's dollare?

A I suppose you could. I've never seen that

20
21
22
23
24
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.mwmmummmmauon.
mmmxmxmummr

: A Yes, I do.

Q Do you belisve that there's scms level of
mmmmwﬁmmuumm

| would not be a good desl?

| A TYes.

@ Do you recsll that Nr. Nowe asksd you
WIWMWMMIM
corpouucnmvuuuut-lmwuutm
| tor veing aliewed to retain all of its savings?

| A Yes.

Q In your deposition you stated that under

1 net present valus savings to be a particularly good
deal; is that cocrect?

I A Yes.

@ And did you aleo state that you didn't

| believe that $10 aillion of net present valus savings
| would be a particularly goed desl for Florida Power
Corporationts customers with the customers funding the

A Yes. I believe I answered thet gquestion
| both with respect to the company and the customers as
m'voducrlhl.
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| And that's why I ask the question back, by vhat
| nsasure? Becsuse the way I would look at this is that
the -- there's two msasures ~— just having nothing to

| consider would be risky: Ons is the degree to which
§ the costs go megative before they turm around, and the
| second is hew positive they are at the ead. A third
ons would be the crossower poist.

The project that has the largest cost before
it turns arcund is the Pasce project. MNow, it does
crmmurllu'mu.htlt'lnotugrutat
mm:mmumumum.oumup
t‘.o’O-
| So if you're weighting =~ it depends on how
mn@tmm. I ocould say that Pasco is
nryriuymtthnﬂn“outwtmt.
| about 40 million, before it twrns arcund, but it only

OOMNESSIONER GLARE: Go abead, Nr. Keating.
[ (By Ne. Esstisg) Nr. Schuster, could you
| refer to the eshibit sarked as 188-34, or previously
identified as LGS-34, Page 36.

A VYes.

Q@ Okay. That exhibit is your Late-filed
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noted for the recosd.
ONBISSIOMER CGLAMR: All right. Exhibit 2.
ER. SONS: I weuld seve the admission of
| Bxhibit 2 end I will withdrew Bxhibit 3.
‘ (Bxhibit 3 withdrawn.)
NR. NeSES: Can I have one moment? I'm
having a little difticuity locating that. (Pause)
‘ %o have %o chjection to the sdmission of
: Bxhibit 2.
OUMMISODOMER GEARE: All right. Exhibit 2
is entered in the record vithout objection. Exhibit 3
has been withdrawn. OStaff, the next exhibits, ¢
| through 8 of your exhibits.
i JR. EEMFZNS: OStaff vould move for the
| admission of ¢ through §. ¢ is a late-filed exhibit.
OONNTIOSTIONER GEARE: Well, we don’t admit it

MR. EBAPING: Oh, I'm sorry.
CONMISSIONER GRAMS: We'll admit 4 through 6
| vithout objection. And then the late-rileds are
subject to objection. Okay.

MR. EEAPING: Understood.

(Exhibits 2 through § received in evidencs.)

COMNISSIONER CLASK: Thank you,

25l Mr. Schuster. You're axcussd for now.
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17

18 |

19

21§
22
23 |
24

| confidence in any sumbers that you might have here.

SUUR LAGEIN, IW.
vas called as & vitness cn beshalf of the Citisens of
the State of Florida and, having been duly sworn,
testified as follows:

SEIRABOY EEMETURFTON

A Ny name is NBugh Larkin, Jr. Ny business
address is 135728 Parmington Road, Lavonia, Nichigan

OCOMNMISSIONIR CGEARE: S0 it's one unnumbered

HR. BOWE: Yes.

CONNESSIONER CIABE: All right.
L (By Nx. Bews) M. Larkin, if I were to ask
you the sams guestions reflscted in that prefiled
direct testisony, would your answers bs the same?
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IV. Stranded Cont

BOTH THE PRIMARY STAFF'S RECOMMENDATION AND FPC HAVE
CONCLUDED THAT THE BUYOUT HAS ADDITIONAL BENEFITS IN
ADDITION TO THE EXPECTED COST SAVINGS. WOULD YOU PLIASE
COMMENT.

In the Stal memorandum of Decowber 26, 1996, the primary Stafl"s recommendation
states, “The buyout will misigate potentisl strandable costs and increase FPC's
flability in mesting customer needs in the future.” The Company states, on page 19
of M. Schuster’s sestimony, thet “In the cess of the OCL transaction, the effect of
reducing Gsure costs o the level of the contract so FPC's projected svoided costs
during the buyout period 2014-2023 has, for all intenss snd purposes, the same effect
as climinsting potantiel strandable conts of a like amount.” Additionally, on page 18
of Ms. Schuster’s testimony, he states, “FIPC’s cbjective is 10 continue to meet the
electric needs of its customers &t competitive prices. The Company has recognized
that the rising cost of its portiblio of co-generation comtracts poses & threst (o this
abjective.”

The problem with both the primary Stafi”s recommendation and the Company's stated
objectives is thet thees costs, if they are strandable costs, have besn segregated and
piaced as a burden upon the ratepayer. In other words, the Company sad the Staff
have concluded that the co-geeration contract in question will be above the cost that
the marketplace will bs willing 10 pey for energy in the year 2014. Thus, by
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eliminating these couts sow, the Company can lower its fisture capacity and energy
costs. The probiem with this approach is that & burdens the ratepayer with strandable
cost without examining the offbetting seisigaing sssets that the Company owns which
should be weed in misigation of strandable cost.

WOULD YOU PLEASE EXPLAIN THAT FURTHER?

As an example, supposs that in the year 2014, the first year of the contract buyout,
the OCL enasrgy and capacity payments renslt in an sverage cost on the Florida Power
Corporstion System of 11¢ por KWH. Assume however, the other generating plants
on the Company’s system hove an sverage capacity ead fel price of S¢ s kilowatt
howr including ssturn and ol other finsd costs. I the market clearing price on sverage
was B¢ a kilowstt hour, thes FIPC weuld bs abis 10 sell all of its native generation at
-mﬂduuhhﬁahmumwameof
return. The 1ig power would, of courss, only be sbie 10 sell at the same market
clearing prics of 8¢, thus leaving s strandable cost of 3¢ per kilowatt hour. If the
Commission approves this contrect buyout in the masmer that it is currently
structured, ratepayers will pick up the 3¢ per kilowatt hour of potemtial strandable
cost in the contract buyout but the Compeny will sarn an additional profit of 3¢ s
kilowstt hour on it own asssts becanse the imbedded cost of their plant and energy
is cheaper thas the searket clearing price.
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There is 20 justification for the Company receiving the benafit of the additional 3¢ per
kilowatt howr profit on its generating esests since the ratepayer hed supported the
plant during its entire k. Thus, the more equitable method would be 1o offect the
strandable cost of 3¢ by the encess profit sarned by the Company at the same time.
The Company would stll setein 8 large portion of this excess profit since KWH from
their astive ganeration assets would fir encesd the strandable cost from the KWH of

this cogeneration contract.

By seperating the two transactions, both the primary Staff*s recommendation and the
Cmdbhﬁ“‘”ﬂuh%ofﬂn
ratepayer, whils kesping any additionsl profits that the Company’s aseets might
generate for the stockholders. This is inequitable, and the Commission should not
emberk on such a one- sided palicy.

Cloarly, if a transaction has the potentisl of affecting strandable cost, it must be
considered in the light of any other positive offiets thet the Company might have
available 10 it, such as my exsmple of plant which will generate additional profits st
the mavket cloaring price. To do otherwiss would burden ratepayers with increased
cost and keep incressed profits for stockholders.

V. Aamative Propossl

IS THERE AN ALTERNATIVE THAT THE COMMISSION COULD CONSIDER
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TO THE COMPANY'S PROPOSAL?
Yes, threis. Iehe Company believes that its propossl is beneficiel then it shouldn't
satter to the Company whether the retepayer or the Company meke the buyout
payments in the years 1997 s0 2001.

It would seem 00 ms thet, if the Compeny thought thet its projections and its
sagotistion of the buyeut wers ressonshis and the Commission should rely on them,
then the Company should in the shenative be willing 50 make the up-front peyments.
Let the Company Sont the 549 milion plus buyout payment and if the Company’s fuel
and capacity projections are sccursie and there is & capecity and fuel adjustment
clause in existence in the year 2014, then the Compeny can recover its up-from
peyments from the rtepayer through the adjustment clauses. The company will
receive & reis of return equal 00 its cosvent muthorised rate of return and ot the same
tieme be able 50 reduce e Ssture Capacity and energy costs and achieve its sisted goal
of offeving competitive grice 10 its customers. Sincs the Company fesls its projections
ought 10 be refied on, it should be willing 00 make the up-front payments and receive
a return plus the up-front peyments in the years 2014 to 2023.

WOULD FPC SUFFER ANY HARM IF THE COMMISSION WERE TO DENY
ITS PETITION?

mm-pps&hmd-'ﬁnm(whoam)wm
provide ast sevings of over $400 million 0 Plorids Power and its customers and will









ot capital as a survogate for & very risky ratepayer-
funded project, and that if you were to look at

| something comparable it could be an unsscured loan and
i ratepayers wvould pay for wnsscured loans, anything

{ vithin the remge of 13 to 188. And once you do that,
| once you substitute and put in the right discount

| rate, accepting all of the compeny’s projections and
{ the likelihood of competition, the net present value
mmttn,m.m.ttmumhinm
mmummumum-cm
otmj.ﬂt.

| ™e third azes is intergemeratiomal

[l inequities. I point out that there was a reason to

| structure the cogem contrect the way it vas
m:“ﬁtmﬁt“mrmmw
puummumd.uoruuutmmam
memrmm.mummuumyou
| vho pay at the beginming, should receive the bemefit
| of the reduction of thet price because of the risk.
Aulutlutrhkllm.otm.ﬂnwtu
mmmmmmuuymt. That
iomtatalllm.thmm.

The buyout payment charges ratepayers in the
| tirst tive years emd waits uatil the very end, to the
mzou.mmmtumumu














































mest that obligation. Ne's going to get the benetit
anyway. It makes a0 semse for him to pay for
lo-.th:l.nqthlt if he didn't have to pay for it he
would get in any osse.

Q@ Again, you're assuming that the rates under
compsetition will be lower?

A Not only am I ssouning that, your own
vitness has said the same thing.

Q You're aleo ssouning in your ansver that the
| costs that are imvolved in this buyout could be
avoided by the customsrs as & result of competition.

10
11
12 |} Isn’t thet true?
Yos.

@ Is that ignoring the possibility of &
non-bypassable charge that may be legislated at tha
time competition is brought?

a Mo, not really, becausse as I stated to tha
ucc-iuiea,thutthlmtouﬂ.ctmmu
| to 100k at 1t in its emtirety, not to bifurcate it and
20 || look at pieces of it. And that's vhat I think is
vrong with this aitigation of supposedly future
stranded ocost.

e I'd like to turn to your discussion of the

13

19

21
22 |
23 |
24 || discount rats in your testismomy.

25 Isn't it trus thet the Commission uses a
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company's marginel cost of capital as & discount rate

tammmmphdam'c

alternatives in a case such as the ane before the
Commission here?
Of a company’s altermatives. I think that's

{ the key word; mot of the ratepayer's slternative.

o Excuse me, I didn’t hear?

) I said of the company’s altermative; not of
the ratepayer's altersstives. aAnd that's the key.

e Do you know of any instance where the
Commission has used anything other than the company's
marginal cost of capital for such caloulations?

I've nover locked at it and I don't know
that they've sver been faced with a situation where

mmlnuumwmum

16 something through the utility. 8o I think it's

probably -~- and I don't know -~ that this is an unique
situation.

9 Do you know of any instances where the
Commission has used a discount rats of 13 to 108 for
its net present valus caloulations?

A No. But I dom't thisk they've ever looked
at vhat the discount rate for the ratepayer is sither.

Q Do you know what the effect would be if the
Commission were to use such & discount rats of 138,
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| say, in evaluating the cost-effectiveness of its
utility conservation programe?

A They are net interchangsable; they are not
comparable analysis.

Q Isn't it true thet conservation uun- are

[

A Yes. But they are paid by the customers to
| avoid building plants. They are to avoid adding

v & ~ 6 v

capacity. _
Q But they are paié by the customers.
A hll.:mﬁnﬁﬁqm. I just don't

10 |
11
12 | know.

@ Isn't it trus that a rate of 138 would
render many of those pregrane Ron-cost-effective?
15 | A  Ae I seid befere, I don't think that they
| are really comparable.

"] On Page 19 of ix. Schuster's testimony
Mr. Schuster calculates & pretax return on investment
19 || for the OCL buydown in the remge of 14.4 to 16.98.
20| are you familiar with thet?

A In his rebuttal testimony?

@ That would be on Page 19 of his rebuttal
tuthmwxmun that's cocrect?

A Yos, I's femiliar with that.

Q In your opinion would a sophisticated

13

14

16
17|

18

21
22
23
a4






















oS 6 U e W

10
11§

12 §

13

267

ien't okay?
80 vith that premise im mnind let me ask you

{ this question: If in this cxample the retepayers
| vould not benefit by what they were under
| ix. Schuster's caloulations, but imstead would benefit

by $5 billion in costs saved at the end of the
contract, would that offsst what you e¢es as being an

| excessive intergeneratiomal ineguity?

A No. X think that's a separate kind of
issue.

Q S0 you do loock at it im a -~ you do loock at
it only as the cost —

Y Yes, as vhether one group of ratepayers are
doing something to benefit ancther growp of

| ratepayers.

Q S0 you would ocsupletely disregard wvhatever
benefits the ratepayers anight gain from the proposal

] I'd 1like you to turn to Fege 12 of your
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| 0 No, I just asked the vitmess if he knev what
l this Commission had dome.

| I'm going te ask you if you would acoept

| that this Comission addrees this issue in 1992, and
said, "Once the Commission's muenot prudence
| becomes £inal by eperstiom of lew, the utility camnot,
| absent extracrdimary cirownstances, be denied cost
recovery of payments made by & OF under negotiated
conttacta?

A VYes.

; Q Do you know what the defimnition of an

| extraorainary circumstance wes in that bolding?

| Mo, but I weuld assume that it's probably
eomtl.tun.

| Q Pardon?

A I would assume that it's competition.

Q Hov sbout material aisrepresentation of

A ¥Well, that may bs 80, but — I don’t see hov
you're going to forcs -~ or this Commission or thas
sSuprems Court could foroe ratepayers to pay
| something =~
] Okay .

A -= that competition weuld mot require thea

to pay.
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19§
20 |

21}

23 |

a4

| possible, the cepacity owt of its contract with OCL

MR. CEIIBS: Well, he has testified to you
mymeﬂuﬂu‘mumtum that
youlhﬂlld, in faot, let Power Corp just wait and take
mthnmaﬂh“uithﬂnm. And so
| I'n trying to inguive of him if that's the proper way
tor-utvtthm'om.*rﬁqm'tmuun
little earlisr and siaply sell it and kesp the
revenue, if any.

COMMISSIONER CLABE:s Okay. Where in hie
| direct testimomy is it?

HR. GNILBS: Well, it is vwith respect to
his -- I don’'t have the reference of the direct, but I
) have the referemoe to what he said in the summary

FLORIDA PUBLIC SERVIOS COMNISSION








































that I know of.
Q Okay. You havea't reviewed any procesdings
| of this Commission in determinstion ef meed of -- in
m:-iniumdultnumutumlunot
| generation altermatives?
| A  That's correct.

e Okay. Will you acospt that this Commission
does use the utility's after-tax cost of capital in
j evaluating gensceting altermatives for that utility?
a I will scospt that, hut I don’'t think it's
f appropriata in this case.

Q Would you accept that this Commission used
the after-tax cost of capital of Florida Power
| corporation in evalusting this particular contract?
A Yes.

COMNISSIONER CLABR: Whioch particular

MR. ONIIB9: It's the contract between -- I
mean the contract between Florida Power Corporation
and OCL ~=-

COMMISSIONER CLAMR: Okay.

MR. CETESS: -~ that is addressed in this
m---m-, 34724,

I COMNISSIONER CLAEK: Well, is it the same
mmm'uummmuhmmm
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11

12}
13 § ses the name in the — ia the order.
14
15 |
16

17 )

1}
20

21

22 |
23 |
pmmmummuumotnorm
Power Corporation? (Pause)

24

v & < & O
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{ this proocseding?

] (By Nz. Gbilds) Do yeu kmow, Nr. Larkin,

ummwummummu
mmmmm!

a No, I don't know that, but I sssume that it

] will you acospt that it is?
a Yes.
] Tou're not sware of amy other ocontracts

10 | betwesn Florids Power Corporation, are you? (Pause)

And OCL?
a L was jnot locking for the name, but I don’'t

@ Okay. Well, tura to Page 18 of the Order,
if you would. Do you have that?
a The last page I have is 11. You said
there’s a Page 18 or & 127
COMMISSIONER CEARE: It's a chart, right?
MR. GNIIBS: It‘s a chart.
UITHEPS LARKIN: Oh.
Q@  (9y mx. Cailes) Says Pege 1.
A Okay. I've got it.
Q Doasn’t this reflect that ths ocoatract







mmu“d&.ﬁmtinmltgm
mwﬁllhumummmu
the value of the yesar-by-year dsfecral of FIC's

] avoided costs."

a Yes.

Q Does that bslp you comclude that this is

A  Oh, yeash.
@ Would you turn te Page 10?

A Bt —

@ Excuse me.

A It doss say of the QFs, 80 ~--

L sure.

A -= there's more than one QF.

G Right. Let's turn to thess shests, sir,

| vhich is a summery of comtracts. It lists all the
{ QFs, dosen't {t?

a Yes.

Q@ That's Page 13?

a Yos.

Q And there's a shaet for each one of those?
A Yes, I see that.

- ] And the one I asked you about was Orlando
Cogen, Limitad, L.P., on Page 18.
‘ Now, would you tura to Page 10 of the order?




b §

(-

10
11§
mm-mumnu.m:'-ptuu

12

13 |
1‘
{ object to amy introsuction of s rule. I believe
16| #r. cnilds is going to try to sttempt to introducs the

17 rule the Commission has dealing vith cogeneration.

15

18 |
| the commission has & rule that s petitioming party

unctuuﬁ-umummmnum
| to relief. There is no recitation of such a rule in
1 Plorida Power Corporatiom’s petition, in ite protest

19

¢ ® <Y & u a

3o?

| And look at the top paragraph. It says, "At the time
thop.eitu- for approval wvas filed, FPC wvas in the
| process of updating the Kk factor assooiated with its
awuuo-u.- Po you know what the K factor is?

A It's a tagm that bhas to do with ths coet of

| capital.

Q Dossn’t it have to do with comparing the

mxmmuwmnuuu of a
! facility?

a It may. I dom’t recall right ofthand.
Q@ Well, let’s help you then. I'sm going to

ciroculate a copy of it.
SR. BOUD: Commissionsr Clark, I'm going to

And as I pointed cut earlier in my opening stateaent,

of the PAA, or in any direct testimony we have had so

§ far. 60 I would cbject to amy attempt to introduce a

rule through my wvitness in an stteapt to create a
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| Commissioner, would you pleass mark this sheet for
fdentification?

CONMISSIONER CLABE: We'll mark it as
| Bxhibit 11, "Comparison of OCL Comtract Buyout to
| coal-Fired Gemeration.®
(Bxhibit 11 marked for identification.)
MR. ONILBS: Okay.
ER. BOUS: Excuse me, Commnissioner Clark, As
| I understand, this is already in the record as part of
Rr. Schuster's exhibit.

MR. CNILOSs Yesh, I just thought it vas a
whole lot easier to have it marked for identification

® & YN 6 v -

10
1|
12}
13 | to refer to, rather than seying tt'-em‘o!ﬂnmu
 of somsthing eles. Is that okay?

HR. BONES: Yes.

14

COMNISSIONER CLABE: Wonderful, ve have

| agresment.

Q@ (9 ¥r. Ohilds) Nave you locked at these

| tvo sheets now Nr. Larkin?

Y I glanced at thams.

Q All right. Look at Column 2 on the shest

! entitled "Comperison of OCL Comtract Buyout.®

‘ A Yesu.

e Doas that look like what one would expect to
| sse in terms of the revemus reguiremants for & power
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1““*&1“&“. dollar by year?

A VYes.
3 e Isn't that almost exactly the same?
4 A Well, 194 million is the same, but the rest
s:vtth.mﬂ.tlu'n't.
6l @ Well, we're what, $200,000 off out of
7 {f 200 million?
s} A I den’'t kmow.
o] @ You don't know?
10 A e,
11} @ Okay. Now, going beck to the chart which
nmhunan-mtu.u'-mMMtMt
13 | the mmbers are larger in the esrlier years than the
uuurmu. If this chert represents the revenue
15 | requirements for s coel unit, the cepacity costs,
udoun't this reflect that there's a sure disparity in
17 | the payment stresms that customers are expected to
nply?
19 A Mo

o All right.

21| Y Because you don't kmov what's put into
ntu.ndﬂuuammmmornm-um.
The numbers put into rates may be the tirst number or
the second number, 94, 95. Ratapayers -~ the rates
may not change for ten years, S0 ratepayers would pay

22
23
24
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25 or 28 milliom dollars for tam years, even though
the revenue streas changes.

@ Sure. That could happen. And here we could
have $28 million put in rates for these customers, and
twm!uﬁ-te-m-tuntumw,
right?

A Right.

@ Now is that treated for resovery of capacity
costs under a contract vith & gualitying facility?

Whatever the capgacity payments are they are
recovered.

Q There's a direct pase~through, right?

A That's corvest?

Q 8o we don't have this problen of recovering
$28 million for tem years, right?

That's correct. But your guestion was what
are ratepayers expected to pay for a coval generating
unit.

9 I asked you about several other prooeedings,
and I think you sajid that you wvere not familiar with
thea as, for instance, conservation. Do you know when
this Comnission evaluates conservation prograns
vhether it sssumss that the costs are recoveresd from
customners?

A I dom't know that, but I would assume that
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1{| to provide capacity snd emergy, it is mot compensated
u%sgngigui.ﬂ:‘ii
umo-_lnpn?.. on wvhat do you base that?

..m a I think it's either in one of the orders or
u_»ﬂ.n!nﬂﬂpﬂ-hgiinuiplfg.
am e But vhen I sshed you about an oxder, I think
qmqal»nwouns.ninngilgs
8[| this subject; isn’t that correct?

s A Well, it's im one of the orders reclated to
10 § this case.

11 @ Eave you ever heard the discussion of FPURFA
pumiingiiio'!s»-i-

13 [| qualitying fecility under FURPA?

p.; A I knov wvhat PURPA s and I'm familiar with

15 | pumea.
16} a ¥Well, would you agree, sir, that it is not

nqmiggigiig-i:?i
18 | facility makes in its gensrating capecity in
19 || deternining what to pay it?

a0 A Yes.

21| @ And it's against the lew?

22 A Yes. I understand.

33| e Okay. Them what investmsnt im capacity wvas
uawoﬂ.aonvonsiig

25 A Well, in case their ospacity costs wers




319

| greater than the avoided cost, or if it didn‘t
mtm.cﬁ..mq“”l.vuhm
unit. |

@ Now, you also stats that, in talking about
the structure of peymsnts fer =- on the value
deferral, that customers at the beyimning are taking
the risk of nosperformance and receiving the bemetit
1 of lover cash paymsmt for that risk, that's at Page 8?7

A Yes.

9 hat 4o you base that on?

A Again it wvas nay amlysis of the statements
that vere in the original documents.

Q S0 it ve look through here, and we don't
£ind anything thet sdivesses this, then you will be in

A No. I said it wvas ay analysis.
@ Object. Well, I asked you wvhat orders you'd
| 1o0ked at, and I asked you what rules you'd looked at
mxumMM'tMQq. |

a Yes. Mo, I told you I looked at tha
| documents involved im this case and it's in this case.
-] Well, wvhere specifically is there a
-mmmummmmmmxm
mrmummr
) No, that's — I told you thet wvas ny




N W U e W N e

10

11 ¢

13
14
13

1]
17§
18
19
20
21
22 |
23
24

analysis of that statement.
a That's your analysie?
A Yes. 7
o ut you said your amalysis wvas besed on not
knowing the basis for the structure of the payments.
A No. I told you my amalysis was based on the

] statemants in the opders.

] No, I'm seexy. I thowght you said your

| knowledge did not reflect what was ths basis, for
m.mwul.mr

Computation of K?
K. K facter we just talked about it in the

A Yos.

[ You didmn't know that?

A I didn't knov vhat the basis of the K factor
wvas in the origimal contract.

] Well, then why doa’t you tall me how one
calculates the valwe of defecrTal?

a I told you - you were asking me what is the

m:-ozqm,mxuumcm-m

statements in this osder, in this docket that
indicated thet the deferrsl was set up the way it vas
in order to emsure performance. And my analysis of
that is that is a risk defining -- that's how one
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compensates for risk by beck-end loading the payments.
And I said to you that I got that out of one of the
| orders in this case.
, 0 Okay. Would you agres, subject to check,
that this Commission's rules do not suppoct that
| statement? _
: A I would not -~ I told you - well, ay
mly-h of the statement that there is risk
| associated with it —
@  Okay.
A == is besed on vhat is in one of tha orders.
1And I don't know -

CONNISSTONER CLARE: And you would not
accept, subject to check, that the rule says
| otherwise?
WITHESS LABETN: I vill acoept that, subject
eom,mtuupm.
g (9y Nz. Childs) Okay. Would you turn to
} your Document KL~17
! A VYes.
e Where you did the calculation based upon an
| alternate rate of return, I guess that's a discount
| rate of 1387
a Yeos.
e And you caloulate a negative net pressent
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t an unsecured loam.
: o Bow absut Gulf Power?
A There may be customers that borrow at 1) to
§ 188. Now many, I don't know.
] You dom’t know. Area‘t there significant
cutmumwmmmmuo:
rlorida?

A Swre.
| ] And 4id you ask for rates in the Florida
| Power Corperation serviocs territory?

A No.

e You didn't?

a Mo, and I dom't thiak it's relevant.
‘ 9 Do you know hew sany customers in Florida
mwm-ommtmmmu
? 1387

A No.

9 Do you know how many customers in Florida

| Power Corporation’s service territory that do borrow
Illo attempt to save for retire=msnt?

A There probably are a let.

] And do you know what rste they night expect?
A Relevant to this kind of risk, it would be

e On their retireasnt?































A Okay.

Q Doss it appear to you that the darivation of

: .@gisiﬂlggngg
i

, @ Referring to the lime titled, "Debt Tax
8 | peduction Component,” doss it agpesr to you that this

10 | the deduction of interest expsmse associated with the
nnﬂngtuig
12 A Itis.
| @ Weuld you agres that Florida Pover
14 _ Corporation -- I's sorry, I vithdrew that.
| If Floride Power Corporation finances the
16 f ocL buyout by cellecting sdditional revenues frem
17 | ratepaysrs through the adjustment clasuses, is thers
18 | any long-term debt or asseciated interest sxpense?
) There is nome.
-] 80 in your opinion, is it appropriate to
npwgon-;n-u;nniinnnﬂci
22 [| composite cost of capitel on this table if Florida
23 [| Power Corporation will net iesss smy additions) debt
unwiluui!!!igninﬂ
25 § the contract buyout?










COMMEOOTONER SLABR) I did that, Nr. Ohidde.
M. CERADB: Oerry.
OUNIZOSZONER CLARR: Is that the ene you
| passed out?
NS, ORILO0: That's the evder, and Mule
28-17.082, your rule.
COIRSOSTONER GLARR: We'll tahke offieial
| notice of i,
Anything turther for this vwitness?
Thenk you, Nr. Larkin. I hepe you can head

. & < & O & @ B

| . oL =4
»N - O

COINIZBOSOIR GLARR: I'm seery. Oh; great,
| it's not becouse ve wenrt 1ate, then?
WIONESS SARREM: Oh, ne. I wasn't plamning
| on going == the plans leaves at 7100 anyway.
COIZOSDONER GLARR: Ohay. Well recenvens
tomorrovw at 0130, and we'll take Nx. Btalloup.
All right. I hepe we can finish temerrow

17

M. GRZLES: Oan wo leave sur materials here

OOMRISSIONER CLARKE: You kmow, I really
24 || don't know the amswer te that. I dem't think they
25l will be disturbed. I don't know what the cleaning









