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1 !!2~11!!1!i! 

2 (~pt coati ... ia MqUence from Volume 

l III) 

4 OCIIIJUJ~ Cl ... a Let' • go back on the record, 

5 and we are OD tile ~tal tMtitiODY of Mr. Schuater. And 

6 C~iNioner Gucia, I .... Al••dr _.. a ruling to allow 

7 the nppl-.atd- niluttal te.tiiiDftY, all right? 

8 Okay. 

9 llbereupoa, 

10 ~a • ..,.,. 

11 waa called u a wit- aad, llaYiag been previoualy sworn, 

12 teatified u folla..a 

13 aMIIDTJa. 

14 BY MR. filcOK81 

15 0 Mr. 

16 ~nt•, one eatitl .. •aebuttal ,_ati.aay and Bxhibita of 

17 Lee G. Bchuater,• aad tbe ~r entitled •suppl..ental 

18 Rebuttal Teati.any aad IXbibit• of Lee G. Schuater?• 

19 A Yea, I do. 

20 0 Were thoM ~by you aa your rebuttal 

22 A Yea. 

23 0 And 8taztiDt witb your rebuttal teati.any, do you 

24 have any correetioaa tbat you wuld liu to .ate to that? 

25 A Ye•, I do. I llaw aae correction. Baaed on 

fJI.tMUI&, Plbllbi Clso) Jes-5sol 
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1 Mr. 8tallcup'a dep .. ltioD .ad tbe exhibit• that he provided 

2 after hia ~a.itian relatiag to tbe calculation of 

3 atandard ~iatiODa aad variaacea, I would like to delete a 

4 portion of -r teat~ tbat took ia•u• with those 

5 calculati0118. Tbat begiu on pege 12, line 11 of my 

6 

7 

14, line 19. 

•· ...aa ••f= cbai~. we will withdraw that 

8 portion of bia tutl8aay. 

9 a.tl•l~ CloAB1 All right. We' 11 •trike 

10 through it. 

11 

12 ended? 

13 

14 

•· .-. I'• __.l'y, CCNld I hear where that 

Wli- &WMIW• It eDda on s-ge 14, line 19. 

•• .... ftmlk you. 

15 BY MR.~: 

16 Q With tbat ~ion, Mr. Schuter, if you were 

17 aaked the queatiOD8 CODtaia.d in your prepared rebuttal 

18 te•ti.aay, .ould JOUZ' • ..,.n be tba - today? 

19 

20 

A Yea. 

MR. IICXJ88a •••• CbairiiMl, we would aak that 

21 that te•tiiiODY be iDMfted iato tbe record •• though read. 

22 COIM188ImiD ClrUICt The prefiled rebuttal 

23 te•timoDy of Mr. Lee lebuater will be inaerted in the 

24 record aa tbougb l'eed with tboae cbaa .... 

25 

c • i HPOIIW ftuiJIU., PLOIIDI (850) 385-5501 
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10 Q. 

11 ,_ CI.IIIIJifl' 

12 A. Tile rilk •• Ill" ...... 

11 

14 

11 

11 

17 

11 

11 

20 

................. - lfl .. 

21 I. _,.AI. TO ... IC ODUIJIB .. ••cr ftiNIDIIY 

22 

21 Q. nun • a I ill ,..ass•unlli rna .. r 1 , • .,. LI:J1JL/e 

24 111111 •• , . 

. , .. 
·.·~ ~--· .... 
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~ 

2 0CL...,..... ..,11111 o- TJJIII ,IIII MS&Lit •• M I d1a.-

3 

4 ............ • lila .. wa• • .... cut•• • m'1'1111ng. In 

I 

• prapa..,.., ._ OCL • ..,. _.. ........ • rlln••· 

7 

I 1. 'a· 9, $ 5 

I 

10 a. ...... .,..,.. • nu.a.wu •• ..... ..., ..... 
. 

1t I'IIIMI,_I&M'a-.. 111 IWIIIIIitl 'tC ftn .. -•••••t ••• 
12 ...... hRI&A ... TI I U .. , .. IHIURI ... IIIJIU_ ... 

11 III&Jijtlr ... IJI, .. ,.. ...... ..,. IJIITIIlf 

14 A. 

11 ,_...,... .,.., .. ,. .. ,.._. 1111111r .....-• •••u· • by the 

11 eadllllll-••fu<sii .. Jii11•.,~aoza. ., ... 1111t11oonnct 

11 ................ ar111na• .. - •• I .. •.., NII,IIO.OOO Jn 

11 c..-.,...,.,. •• ,. .. .,.,.,. ...... .., •SJr--Oiftllnty 
11 NtMr.L.Mdn-···· .. - .... oca. ........... Mr. 

20 lallk:up_ • ,.._ I of lila IIIII e.,.,, II Ill ..... •••at~¥ OOMa 

21 ....................... .., ... _._._IUCh 
22 

21 fundi ........... ,., •••• 



1 Q. ...... ,.. ... 1 ................. _ ............. , 

2 
-. ., a .-., • ._ ... ,,II ••s-t JIIIIII,_.,._.,IJ•••••· 

4 A. 

I FlorldaPo._..a.,!ljiiiiiReAaal• ...... .........,on ....... 

• .,..., .. ,ofRIIIIIIJ,.,!Ijiiii•Mdlll ,...._._C81wlotbe 

7 ..,lllln1d • lie tlllld. liM-Mil--.... 111111 101e1r on 1hia 

I 

I •• ........, IPIIuftl ......... ._._IIIIJ ......... niMiy 

10 ........ 1ft ......... ·-... , ... - .............. ,., .. 

11 ..... ., .................. , ....................... tD 

'12 CUI ...... '"-. ..... el .. ·-·-· fll llfiJID•II..wnll end 

11 .... .. ...._ -.. - • ..,z••ll •u•ll on ,_.... 

14 lilt,_ .. .._ Mr ........... 1111 • ., a·lulflle JNIIIIIII ..._ end 

11 ...................... ldll Plr!ljlllllll_ ......... whldl 

,, ....... --......... ,1 .... -illk: ..... ........... 

17 

11 COfidl ..... lnnll• tNI ..... 111111 fllll ...... 11Jk eny credible 

,. ......... ............................. 1117"11111. 

20 

21 

22 

2. .. , ... ,~?-

21 Q. ..................... IIIIIFIRI .... _.,_ ... , .. 

24 .... - ..... ,1 ...... _ ... lllllwllll••• .. •••n••,.. .. 
21 rn.,,,.,' u•-••••n.r•' 

·11. 
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1 A. 

2 

3 

4 

I 

• 
' 
I 

I 

10 

11 

12 

13 Q. 

14 

11 

11 A. 

17 

11 

11 

20 

21 

22 

2J 

24 

21 

Mr. UrtdnOGXJII .. U W'llll ...................... .,.of 

............. ··--~·· .. •• .......... hiPJFI·----

........ Florlllil ... •re- fll · 1iJ1111. M II IIOIWIIIr N-

indllaldndoflll"lll .. .....,._..,.,l. tieu•e.,.a .. ofc1Jitlll8...., 

• a proxy,., ... • 111_.. •111•-. 11111••••unt,.. ODIIOIPt 

he8 .._. '*CI 11r flalll1 Pos• In -•uedllll•• 8nd ..... over 

IMftY~_.._._••••••--Ctua'nlare.,....,_...._ 

........ - 1111111• Ae fll I Ill 'IIIW, .... IIFitlcef 

.................. '' •1•• .................. UIIt,.. 

....... ._ ........... , ..................... proxy 

dlue of •n 11 -• ill a•IIIIRJ''•, 

........... llr.l&la •• I I EIRI ..... I .. •••~MIIe 

& ... __ IIJ"Jf llllfklllll SJuffllll'l ... ...,.._ .. 

~~--flllllltl I I Jl 

Mr. Urtdn •••••• • .._. .. IIIJIIlr 111 AM- ••••~ Floride 

............. .,..fill ........ " ..... ...,., ...... 

uvtnga, tiiM 1M OCL --...... ..,..,11111111..,_.. return of 

1.17.. 1'111111 .. lnaarr• II Ill 111 n, .... IIMI-IIlllr Mt. LMidn'l 

......... Nll,.ll .. •••••• of • 1.11• .-n on 
lnvu.._ll .. lnlllw•& ...... Pe•• tatlull•ll a ..., IIIMIII of 

tl2.1 .... ,. ......... ,.,.. 111111 ... ,.. ............. ndy. tWV 

...,.tit of tM.I J£81ft 1111111 • 1.11• llllllunt,.. ••••d an 

................ ,.. .... '1'11111111 .................... 10 my 

dlpoetlloft ., -.. 1'1111 a81cu' .. IR lllldr ....... tlllt 1he 

• -··Q{?ft- ''i -
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1 ......,. 11- • •••- II ....... ._. 1.11• ...__ the 

2 

I ,... ...... -II II- llr .. ,1.1111 .............. by 

• ...,..,., .. ••ariJIIII .......... m , ... tii'V .... to.a. Thia .. 
I . 
• dlplllllnlfll .............. _ .. ,~, .... ,...,2.11 ..... .. 

7 ................................................ .... 

I 

• ...,... ......... IR .. ,.., .......... rtlll 1·7-2001 were 

10 dt.lllllll 1ft • IIIli t .. 1111.- • a ti.1K ,_of NIUm, the 

, 1 ...... ., ............. 7 ........................... 201-t 

12 ....................... ! ........................... . ,, ,. ....... .... ,.., .................... ., ....... .... 
11 ...,.. ................. -·- .. , ..... In 2023 ... 

11 lnuM-11 bJPI - usa • lie fl ... llll• -· 

17 

11 Q. 

1. .,... ......... , 
20 A. No. A IIJaaunt,..IIIII.M ... lLI.,_,., .............. 
21 01 CNdlt .... II ...... el -.; ... llftDI •• IMiuiiJdln .. ttleory of 

22 ~ ...... .-. ......................... ......-

2J veld ... W.ll .......... .., .............. ..... 

24 ....._.,._ lr•n•--•tl' fiJIIIH•apnl,llk ...... 

21 .._ft......,, .... OUIIIDIMI8 

...... 
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1 .._ 1t111re lntut••• Ill ••• • • n ylllll. To ...._ 1M 

2 COlli .......................................... ... 

3 ~ ........... ~ ... ··'1 ........ .nhlllll 

~ .._ .......... ,....,_.. ........ aaaaunL Mr. Lelldnconnnllndv 

I ...... -..., •1 F.- ....... WluM ........ CUMDIMr 

I ...... ,__.,. ..... IIRJ'I llfef ............... ltlafor 

7 

I CUI-- IIIII- - ...... IIU·I-Id llr ........._ Mil 

• 0011111 ................ , ................ ..... 

10 ln .............. oa. ............ ,1 

11 

13 A. 

1~ 

. . 

11 ,_ .. ........... ,., • tvJIIII -~· ., .. 12.11 .. ,...,. 

11 ......... ,.llfll¥ .. oa. -···------~··-· ........ 
17 

11 OM ............. •1 ........................ .-n. For 

11 ........ 8 ........ fldtlll hiiN - ,_ ef 11 ... 21 .. would 

20 ....., ..... lnuuua•-,.MM••..,..•,.....,14.M16.1D 

21 1t.U .. Inonllr••n••••li•• .. OCL__.. Aee,_.,l 

22 would ctllllflll Mr. LMIWe Ill I "lift - .. I FJtliiiiDIM II inueelor 

21 ........ a.lf • IIIIJI .. as- ...... Ill .. 111"1,11111 OCL 

2A CDIIhCt....,... ................. .. 

·11. 
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1 Q. .,.,_ .......... Lalit .... 15 IS 1&1 ••••UM--

2 UIE ... It•M .. a ...... IIIIIIIISIII I IF 

3 A. No. Mr. Lllldft'a ...-.alafan- ••••n•ltsk Ia Nlitld to 

4 Florida ................... ,,., •• •••ut•••· "'hal provided 

I no Mill far fill 117111 I'IR ........ )I 1.11 .... •1 '011. far 8 ....... 

• clscaunt .... 

7 

• a . 

• 
10 Q. 

. 
11 'AI1LMIIIIIII' I ......... 1 ..... .., 

12 A. No,ldonoL a.tsai:J ........... I12SIV ... ._.. ... 

11 notcr••••a••• •••llllfllll•lflr,.,.,.._..,.. • ....,._.. .. ,,_ 
14 ................... h .................... , .. 

11 ortglniiOCLo••••L Caus••••-., .. unii..,DidJdbv 

11 

11 connot_._. .. _. .. _..,Du ... IDDI. To .. ..-ntthat 

,. in ............ fllmtll ........ 1ft .............. it ... .... 

11 etron11r 1ft favor., -n.c 11 ' •- ssNMifll .. OCL ....,..._ 

20 

21 Q. Do,_ ....... Mr.tatt·e .. FIRI•'*II I-..... 

22 IIJIDifr ...... H ... llr 1£111 I• fl IJ ... ..., ,_. ol .. 

OCL n •• Ia- • ............... 
M Clll.llllltn tara PW IF IIIII _, 111 ...... ••n-OCL? 

·•· 

-- ' 



1 

2 

3 

• 
I 

• 
7 

• 
• 

10 

11 

12 

11 

,. 
11 ,. 
17 

11 

11 

20 

21 

22 

21 

M 

A. AIMIL .. ;nDL Mr. Las .. sllaa,_._, ........... oflhe 

MCIIIItv, M IIU ... IWIIIflll hJ.III; - tnelld ...,....... ID 

.......,... .. ,.,ur-•••rs 1'' ... To••r-.•Mr.a..tdn 

.... - ................. - ............ fulln 

CUI·-----·IJ .. IRIIHLDS ... III ... tlrl ...... rtlk 

c......, .. ,IIW •• .. , ••••--QF .. ......,...........,. 
tile..,. fll .. aa •• II •niw ......... 1llue. • ttlk of non· 
.......... , •• ,,., ... _.._-.y,..oftlle .. wtrect. even 

...,... .. _., .... italtrii\IIIIRII __ _, ............. ID 

.. ......... au::••• ...... 
llaMD-.., -~Ill- fl alrDtmtiHAIII .. welcnow 1hem 

..._,, ,_. ,.,..,. .... OCL-•IIRI•rlleeanalllr ... e •fi1k.• 

lr1dlld, ..................... oa. ---lluroulll .... dueiD 

clwlgld eoDIIJIIIID ..... Rilla .... II Vllul In...,.... 0CL not ID 

..................................... GMnlhil 

...................................... -lhOt.lt ..... 

no- • ,..... rH .. •lrr ._ _. ..... ...,.lhould be 

COftiiiii'JaUII,•.....,.••••nwa••~--.waltrktllet'-now 

....,..•ll•nsiL 
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1 4. - 1 1' 2 

2 

3 Q. 

I A. No. llr ... MJI_IY.._.. ................ ......... 

• .., ,., •• - .......... II IIIII-,., ..... CIIII111111Dn'S 

7 dKIIIMfiJI .... OCLIJ•s•--1& Mr.UIIclftlllll•tMerror 

I 

• 
10 - ........................................... ... 

11 tnllll ...... eesu lfl.ulflflll•, .. oa.__.......,... 
12 mwa••• .. .,••• 1 ra•••• c "I ••• .,... .... , ..... ...,.. 

13 ..... ...., ............ ., ••••• _ ..... ..., .... Jn 
. . 

14 ............... .., ••. ••• - .................. .... 

11 

1e a coet fllfuDIIft ........ ,.._., ...... Pew• II ........ one-

17 eldecl••••zll lllw'u•• .. •••• z••nl••'r-.... eooountinl 

11 of ...,11111 - .., ••u••· Mr • .._.. ._ lfiJ 1111d ...., a 

11 ..........,.IIID' 11'1111 111111• .................... ., .. lllclrtc 

20 lndu••• wNch .... ,. ...... - .......... oa. .... IMiyout. 

• 22· 
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1 •• 1&'5 .,.,. a z r 

2 

3 Q. Willi II •••111 ..... ltl!l ·•a••• .. flsellla ,. ...... tM 

• ....... I k .... llhl .. ,ll & ., ........ 111111111 

' 
I A. In IIIIFGe, Mr ...... II ... IJI ..... flaltdl ttow.f caftWift M 

7 ..........., • .,.c111aa .... M72 Bsnlll...,..lll•*cu•..,_. 

I iniD .... IIDfiR ....... •suM , .... Olllr FIOitdl ,...,, • 

• 
10 ~ ................. b., ............. Tllet-=t 

11 thMIIr. Ulldn--····--······"····-----.. 
12 ita IJII?IIsl?·-

13 

,. Q. ................. __ _ 

11 .. OCI. .... •a I ... Ill ..... fll .. •ns•IFI. ... die. 

11 - lllfl Til IliQZDIDI I. 

n A. No. Mr.&Mtdnmsflll .. ., e•afDMII.,..ss•n•u~IIDnNtthe 

11 ..... l:ltllft .................. c •• , • .., ........... .. 
11 ..... of .. OUIM ...... •1211 Ill ............. IIDIIon ,..,_ 

20 - Flaftlll ......... -... 1NI .. ......, ..... -· The 

21 Conll•nv'• .., ........ ···---· ............. In ... 

22 farm of lower 11111 ... ,__ W Plar1111 ,.._ - • ,_llwe .... 

'21 --...... In ........ .,...,., - .................. ...,.. .. 

24 ...... fiJfllllt •stta flriiJN ... CIMJIR'#· In .. W FIOitdl 

21 ....... _ ............ - .. --........ ..,Mr.Uitdn, 

·II· 



1 

2 

3 

4 

• 
• Q. 

7 

• 
• 

10 

1t A. 

12 

11 

14 

,...,., ..,.. - fll , ....... Mr • ...._.,.. no lndlcMtln 1het he 

........... bi.Jill .. ., • - ,. ••••• ,, ...... ,_ not 
' 

VA IIIF .... aftiFRIII IIIJIIIL ... Ial!t 1!1' I .... C1 .. 1., .. 

Nllllee-efall n-.• .. ••z•••••••••••-.,••-Md 
-..-.--.-... .,...., hnllta • •••••., -··•-, 
_, lllllttl II IF llf ..- fl a• tiS I III.UI ... Ill • 118 

aJlll .............. 
5 2' 

........ ~ .... ea••••r••••"* .. ..,...••l'llll•otthe 

. . 
11 ..,.,..,, - ................... - .. 

11 

17 Q. _ .. ,.. ••••••• &atilt .................... .. 

11 ............. or PrE •-•.._, .. , •••' 

11 A. Mr. LMidn'••--•ll•sasau••• .. •*lntMIIMd. SUe Florida 

20 .... ., .................................. ., ...... 

21 If .. ClltltJIIlf'a JlffiR II .. IIHf Mil ... ,,,.,.., • dtnlad the 

22 ........... ••'*''-* ..... OCLtiS .... IIuyoul. Mr. Urtdn 

21 .. .,_ Wlihll ..... ,. • ......, .... ._, PU!IIo Couneelln 

24 ,. 111011111 • AI s 'n ...-rlla ,..._., ,.. 1M .., • ,. ..... on Ita 

21 .... 
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1 •· • Ia IIIII attecdll&l to tbat teati110ny are 
• , 

2 Exhibit• LOS-I tbrougb Ull-11. .. would uk thoae be 

3 Mrkecl for idiDtificatioD • 
.:~ . 

4 C1JII 1•1~ CLMKa -rbey will be Mrked •• 

5 Bxhibit 19. 
. •( 

6 BY ... lie-a 
·~ . { 

1 g llr'. ~. do ~ ..... -.y coneetiona to make 

I to your auppl••••tal ~t~l teeti.any? 

9 A Y•, I do. .. I -ld 1~ to ..._ tbree 

10 correetion8 of a tDDI& ...... •l utun. on page, line 1, 

11 the Yel)' lMt ... lllnld ..... 11M--

12 CCIIII·I---~~ tlal• ia not your 

13 auppl-.atal l'llluttal, tlal8 l• :tu.t your nbuttal? 

14 •· lie XI • liD, tlaU U tile auppl-..tal. 

15 a.IUI~ GIIICIAa C*ay. I'• aorry. 

1' Yeah, I'• .. king three 

1' eorrectiona to., ~l .... tal ~ttal. 

11 CCIIII·I~ ~~ Oltay. ftaaak VQ\l. And th~y 

11 are Oft? 

20 

21 

Wllllal ICIUIIIRa , ... 2, line 1, the very last 

rather than 

22 p-r-e. 

23 ~1881a.D CLU.Ka .. y that again. Page 27 

24 ,.._.a, line 1, the very last 

25 word whieb NP •n-pnf~d,• .e.auld be •reperformed . • 

c • • di&IW NUMIW, I'LOifDI (ISO) 385-5501 
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1 Ybe ••cmad oocreatloa l• oa page 5, line 9, the 

~ reference to tile 8ta11eup dafa.itioa, page t3, •hould be a 

3 refereaca to ,... 12 • 
. ,-

4 And tile daird conectioa 1• on pege 13, line 4, 

5 the fourth .oftl8 tllalcda .. ,. •pc•••t • 8bould be •pre.ent . • 

6 And t~ are all tile 001'~10118 J ban. 

7 BY MR. McCaa 

10 te•tillaDY, __.. ,...- r •n a. tile- today? 

A Yu. 11 

12 •· • WI a •••= Claai~, - uk that that 

13 teeti.aay be -~ illto tile teatillany u though read. 

14 c::aMial~ CI.UK• It will be inMrted in the 

15 record u tbouP n.d. · 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

c • i IDOIIW fiJJaNL\IM, flbiiDA (ISO) 385-5501 



Dall£1 .... ,, ••• 

1 Q. 

2 A. 

3 1400, .. ,. • .a..,..., ••.• ,.. 
' . 

4 
. · .. . 

. ~-.. 
I Q. ..... ,_ ... t11YIIt •I Ill ____ _ 

~-

• A. v-. Mr ... u f ••v • -, • ..., .,...,,, ,. •• Colpoiallon 
J-

7 , ........... Po•..., - ... - ,, •• 27. 1117. .., .......... . · ~ 
I •aiiiMIIY ..... - Ooua IF I. 1117 • 

• 
10 Q. ......... ,U.IIIfl,..l g'IWI ll's~UJII?IIIf IRvt 

11 A. 

12 ,......... ....... ., ••• III' ..... , 'IFOIItued ... -. M M 

13 WIIIWRIIIc .._.In ..... lllf.lfti\F f/1 Mr, .... llalaup ...... 

14 N .plattiROf .... lllkl .. III. llf, ... ,_IMDRIN .. Idlllgy. 

11 In lilY 1111 ............. .,, l ..... tllll; ... IUatnllr. IIIIDUJ llllllrllld 

1a hie RADR nus• IIIIIIIJ • ......_ .. uta II fiR Of • rllk ............ 

17 which ....... 11 1 •• - ................. "'...,11¥ 
11 .............................. 51 ................ nt value 

11 (MtV)enelyiiL ............. , ................ ltlllia .. 'l 
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1 

'); 

RADR _. 1'111..: • ..:.~ ... ~.~ ...... - _, .. =-- 500 

2 hia ....... ....... ....... ., .... -· ·~·~~- ..... property 

J ., .......... ll£111' ........ 18MU. ........... .... 

• .. ccu. Gf 1111 Ou llr 10, 1117 All u••n.llr. laRa up Ullltlned 

• ......... ~~~•••~•u••--•., ...... ,... .. ,..,_ 
I ,_ In OIIDI1UIIIII lila lllk I. IHf ....... ,_ end cllld en 

1 •~t~ty .... 

I 

• .. ,, .... ,.. ,....,.. 
10 

12 

11 oca.. ............................................ .. 
14 ......... ., ....... ~ .., Mr. ...... ... , .. , ... .. 

11 miiiPIIia .. lfl fll till IIFIIJ ..... OIFI'IM,. wltls 1ft¥ ......... 

11 
.. f-

17 ....,. N nn lilt IJJIIIIIR fll .. IIFIIJL 

11 

11 Q. . ···~ ~ ..... ,_ 
20 I~I.UII.t I J'lll'l~lll Mltl f IRVf 

21 A. No, It - ...._ 1lle Jlsftn _, 1111 ...., ... wlsllh ......... 1he 

22 c.lculetllft of lltlll •• III~ till I ... ,__ Mr. IIIIDt¥ .._ hil 

21 ~-8Jfiii ..... IIFIIJI~IIt .. ldlnlllllf1J .......... 

24 

21 only. oaewatlllllldlk •• 11111 ......... lha ... lay, ... .... 

·2· 
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1 

2 
~ 

3 ...,811aoJ& ••--•n• .,.,., ., ..... •••••IY conlllllled in hia 
,, . 

• ••IIIMil¥· 'IIIII II ..., I .,.._..-tnf Mr. l .. aup•• ~ as 

I 

• 
7 Q. ......... A ··eurPJ Ill HI ........ _, ...... lltl&y 

• ...,. .... £., ' 
I A. Mr. I•Pi • ._ .. _lllllrrrSJ'IIIff .. l.., 'TiteolyMdl'lw:tlt:e. 

10 

11 G••n•••••ll •utrntlr 1 II&&C'*IIIk .......... fromlhe 

12 rllk ....... " Ill - ........ ,. ...... , .................. . 
. <t 

13 

14 

11 

11 ...................... ..., .............. euct 

17 ....... .. - ........... .................... ..,.. The 

11 

11 

20 

21 ....... llltrilft ........ - ............ , ...... direction 

22 ... .,.. •• ,... ............ •••llruunt,..forerilky 

23 call ....... 

·I· 



.;, 

1 a .......... ..,.., a ... ur•••11111r. ••• ., •• ••••• ..... ..... 

J • .,., 

~ A. Mr. a .. a•'•••aiiJta.,., •4u•• enaunt,_..., • .,for 
1 lllave ••••• llllca II lit sMr.fls..,.., .-aMd In prectiAI 

• lpplaiii~M.8Moa ••u•r'JP•z•• •••••?*.....,.. Mlnover, hia 

1 

I 

• • lllllrt .... - .... IIIII ............... ...,....,. 

10 ..... .., ...... ra. •••--••••• .......... ...,...Mr. 
11 l .. aup•a ..._ ....... •••JjJIIIf ... PIIIIPPIDalon of 

12 --·····. ,, ......... , • .,,.. .............. .... 

11 Md 11 w IIIHft: ca Rsfnur .._... t'nu•n• ....... ,IWit of . . 

1• eJIIUM,_IIr._ ......... IIAIIII? s11J,IIulo5111yedmita 

11 tltet lw ...... PIMw 5tew .. ...., ?tie Olftl.l prectlc8lly; (3) 

11 Ptcfnl• ....... 'lt'll IIIIR .... tll .. aJJDrtfcrMr. 8181cup'a 

11 applalllan fll .. •••••IIIIJ • 1t1k fNe ,_. C4t the • ....,.. 

1.1 II 11 ••• .. ••A-fiPisfrJnr.....-·•oana•totreducing 

11 ... ••aaUM ,.. fir IIJILy CIJi&tt .-.-.: Cll ,.. or the • ....,.. 

20 ,. • .,.._._fiiiH•flan• 1Aitlk .......... CI. .. ,artlk .... 1hln 

21 .............. Mr. ···-·· ······•••; •• - ~ anct 
22 re•••n•t• ••••••••n fl Ptafln1r ........ lllk •••taaut oonoept 

21 fer flatly ......... IIIII HI ... f7l ... II .. 11,..:111 .. NIIOft to 

2~ ••••• -· •• fil W1V ...,. Ulld by ..... 

, .. 
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1 Co •• l11lan • 8VIIu•• 1111' .,., II•••• fraln utay .._...IUCh 
2 

3 

• Q. HMMr.IHAII4 ... t'f ll_,aetlll tii .. IIII••••IIIIIIJ ... ..._ 

I JJIIIf'l .. l• i AJ llllf._,IWII_,_.. ...... IIIInJ 

I A. No. On .. II ••t• Mr. lkll. lkllllln .... IIIJDI .. Ift 1lwt he hal 

7 ...,.,.,... ....... ,., •• .,.Jfi& ... M ... ala,...,llhea .. eof 

a .., kl••• ....... Car m:u·•n llillf ._ ll'•t•••• 01 ..- rilk 
,, . ~ 

I I. lkll £111 ... -~~~- •11111 ••••• .,.,. p. N', line 12t. 
' 

10 .._ ._ ••••III•II!IMIIIIIIJIJPlllllfiP'-...,.__.,It .... .,'-never bMn 

, 
12 

11 ............... ., .... ...... ,.. ............. difficult by 

14 ..... _.., .......... f ........ - ........ of .. 

'' ..-.aa...,...lllll .._ ..... .,. •• .- -••llafiiY or provide • lingle 
\ 

11 __.fill I $1HIIIItn. •JJII'I fer 1111 taiiDII .pllcdon of tNt 
-

'' null alla'J•· • -- .., Ill lfiJIIIfiR, llfiir 1111 portion of hia 

11 

11 

20 

21 Q. ........ 11. 111 ... 1111 ..... ., .............. 1 ...... -

22 I IJLIIIIMI. lkf .. 11111_ .. ..., .......... , 

U A. No,lt .......... I .. J,PVIIIII .......... notprovtdee 

24 ........... lkll 1 Ill •••-._ r. ..__ el no method for 

21 , ......... ,. .... SJzkfJn. ..._..., ..... ,.tlofhilrtakycMh 

·•· 



2 

3 

4 

• 
• 
7 

• 
• 

10 

:· ,, . "·.--:_>-~-;:~-: 
........................ - ................ 'Where 

did ,.. .... 7 ,uaasrr' 1111 10 •• •• .. ....,... • ._ 

.., ....... -., •• ,.3; .. - "!' •• 11it ....... finn 

..... ......................... wolkout•tfley lhould 

.......... My ........... _. , •••• 'Air1u••• .. ..... 
, ....................... -............. .. 

' 
• 11lltl. IIIII • ._ ••• : ft•nk' 11 IIJWIMf "'-'Y Mil 

11 "··· -. .a;. . 
12 ....... --~ •• ,., ..... 

13 on 11Jk·A·11111 man• AU 1,• U.111t Ill--· ........ 
14 1177) ........ 1fa If G. Leal II .. mill II 8 llmll COft'IIIIMt 

11 ,...,. ......... ., 1171 ••• c ............. ,...for 

,. lilky .......... .. 

17 ....... - ...... ., ••• ,., ...... , ......... ~. 

11 The ......... ., ........................... eM~¥• 

11 ........ - ••: ....................... yield 

20 111nat......_ • •so'• l'· 'IIIIa • .. -of ,., .. m111urement 

21 ....................... ..,. .......... ... 

22 ................. 112 Jl
1

11t ............ tD .. 

21 ....,_ ...,.. fll ••••• ... ...._,,., t.r en enempt to 

24 

·•· 



2 

3 

4 A. 

I 

• 
7 

I 

• 
10 

11 

12 

13 

14 

11 

11 

17 

11 

11 

20 

21 

22 

23 

24 

21 

No, it....... Gil .. II SlUr, llrlllky ..... aullaws ProtiiiDI 

ov ... -., •• , •• llil ........ " ............... .... 

aw•111-......... aLUIIIM. Willi .. GIRDTIIIII that he 

knew fill • •••• • 1111 I I ... , ... fill .. down .... 

lnwtt&.-.. ................. .., ............... lv 

thedoMIW_.I. L!& ..... ltll!llhiiii-•,PN:IITT•IIrtlhem· 

...... _.., .... - ............... 271 •• "* by 

.................... ,.. .............. " ..... .... 
to de hia 

C81adtMift • .. __.,_ .. tllll llr .... ORir • ''11'1: 
-a. ta· ........... - ... - ........... uyinthia 

..... - .. _,. tJIIulttJ .. fiTk 1'4u tMII claoount r1t8 

........................................ rilldeu 

ln•••-•·dlldln-r. 

A. I ............ ,_. fill - .., ..... ICitt8r8d 

..,,..,., ........ M ••*· Wllllln .. MXt book, I'm 

f* ••nil tM.IR fJI a fiJk ... ,_, _.I don't hive Nt 

·1· 
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1 

2 

4 

................ _,_..,......._ Andlc.n.­

... t1... • ,... ... a r&fiNI~ • - .... I continue? 

I Q. ..... lddti n••·--· . .. .......... , ...................... , 
7 A. v-. ... 11. PVatl· •• ,.,....,_, ...... ..,.a.leup,reter• 

I 

• ftlk •"u••• •n••-. 111111 •••••1111 ,,,..,...&Mira c:te. 
10 _ ....... .,,., .......... ,. ................ 1hled 

n .... C.••u•••• • •111 ••••• Dl1:a1uM -· fJoumM of 
12 ,... • .,t.,•stl 1177t.,.Ir~La•IITn 111 1 111wllhProt•••ar 

11 ., ........................ inat8nce 

14 ........ II lzf.TR II a . ..-. '.1. ··-out-a....,_ cllcount 

11 ,... ........................................... forin 

11 • ...._¥11ua••n"-•eiL 1M a•••• • .,ll:ahlaoonect.• Mr. 

17 &.e•III?CIInlll ........ llftllullll,_..! ...... ltmay, the 

11 point Ia .... If ......... ,_ ........... , .... .,....,_, •• 

11 --~~ ol II ....... lllk II Ml.., llftl .. t lf"r OOI'IIItlnt but, 

22 .....-rMd .. llr. La•IIIP'I 1177 .. Ill In ..... OIIIIFVatlonaon 

21 Alit· .. lllf Dllllunl A&MI: A C111-··· .....,.., of F#Mnce, 
-

~ s.,_.., 1171t. 1ft Jllil u••· .. ...,. IIIJIII:IIInld tll8t Mr. 

21 Lew111n'a .. _,,,.,fill rllf • • ••*' - of rtlky C8lh 

. I.· 

506 



• 

1 

2 

3 

4 

I 

• 
7 

I 

• 
10 Q. 
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11 A. 

14 
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11 

17 
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20 

21 

22 

2J 

24 

21 

"'f'· --·- •. , •• 
•:' 

~;.7' . : • . .>~t 
('• 

...... _. flll;._ ..................... di8count 

,.. .................. , ' .............. ,.. for proper 
···'" . 

.............. 2 'a ..•... , . ., 
Mr. llLRI··· -··· Jlldll 1ft a 7 I • ..,. ..... for rtlk. This . 

•••piw•ttnllrJ• ,,..,....,.,tnnalaMr ..... aup'a rnelhod 

...... •••••nefaiiJikt. IM.GtlllJM .... baingNIIIDOf 

............ - - • ... .......... ... fl8lldve riak 

..,..._._.._ ••• ••••• .. ..,a'JI..,_. Fore..,...., 

In ...... ~·· CWf., c. ........ ,A. Molin GJDUIIJI nap1lve 

,.. ............. ? .............. : 

-n. •••n., • rr• •~ dtk .......... ,.,.. • .. lhuetlon 

._ ef .. !ItA._ el .. _ ...... ...,I III din ...... way, 

........ lln._..IJ...,IPIITS--•••••...., 
...,. • vtaw Ia not 

·•· 
• 

~ ... • •• ~~,_~ ·.~ .. ·~.~" 0 

507 



)' 

t 

2 

3 Ul .lily, ............................. of tlnence 

4 ........ 
I 

• 
7 

• 
• 2t111 ... ,_I d .. IlL .. '1 hti'L81 D II ... 8 dllhl Jtllft of 

10 

11 

t2 

13 

' 
14 ...... ,.b .... -. 

11 

,, Q. ......................... " ................... .... 

n •• nsf anuM_ . ..,...,..,. •••••• .. oca. •••• 
11 ...... -...................... , 
11 A. Y-. II Ia W1Y _, • . r •• II • Jfll .. lrt of ... rtlky C8lh 

20 

21 ........... Cll I II ,._.__._..lftllfi"JIIIilllcniiiMrilk 

22 

21 

M ••••••• au11n ._ • .- lllk •11 n•• relative to the 
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I 

21 • rs••• ... , ....... -. ........ rn ... ,, .... ciMcdon 
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1 ,,....,. • .. M tMirt lirnt ... ~ ..... It¥ Mr. It I cup. In f..:t. 

2 

I 

• rllk- • ..,.. ..... • IDs•-... 111- of ........ • 

I Ful•a--. ... II IIIII .. will - ..... In Prol&ll• ......,..., 

• -••II 1111•• .. M'lllllta fll ..... ....... nnale•d whh 

7 

• 
• 

10 

11 

12 

11 Q. ..................... 
1• a ...... 
tl HE ....... --..... D I ••• & 11;1111' 

11 A. v-. .... ,. ... ., .................. ., ....... LGI-17 

17 

'' LGI-tz•.,n•u a'tni••N·.,... utautalanof .. flrk .. UIIId 

11 .._ ... ,_ ..... _&_'Ill ar•••• •••••IJINIIIILGS· 
20 17, ......... , ....... .,_ ...... , ........ ..... 

21 rllk ........... ., to.ol ...... ,._ - ...... d • ., ... 

22 ........... ,. ••• , ......... .., .................. ,. The only 

u ........ h&_ ..................................... PWS-

24 I Md "" ...... &.81-11 IT .. - of .. ._, .... out~o•• 

21 clecaUIII,_ 1111 It • ., .. __ fUI_Aa••••••wn 
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1 

2 IURa ... 

s ..-. • ru•n•r ··n•u•• a if ..,. -.v celh outftowa• 

4 ......... ~~~~~~ a JJI ....... , •• ~~~ OCL ...... buyout. The 

1 ....,... wllllll•,.,., al • . ef t71A a 81n tlr fee Dll .._ u. 

• 
7 

1 r·•nfllr•••• Jsi•-••••Ralllft ..... I.GS-21). Aawhh 

• 
10 --....... ,, pll ,.; .... trl ..... wouldbe 

12 
~ 

11 ....... ..., ..... .,~aa..---............ unt,... 

14 .... ufaWa- I I arilt Jjll'llllaefllr. l .. aup'a •rtlkycall 
, .... 

11 .......................... ., ..... LGI-17, end Floride 

11 

17 0¥111 ,_ ..... Ill 'JIIR-. • •n1a111 • .... I Of my 

11 , .. ....,,. •a•sr. 111en111Mfll ............. wvcue....., 

11 ...... ,.,. IOZ.I T L 

20 

21 Q. .... 71111 •• 1$3 .,, ........ ····---···of 
22 tlleOGL II SHI-IUI-8J18tlf fSIIII R 8fe .. II.FIIIh .... 

21 
'" 

24 A. No,ll-fli.IFFIIIJ t• SJ ..... ~Mr. l .. aup-lldet 

21 .... lfiiMalt I lllll', .. IIIJI?IIIe•••~trllllf.ll ....... 
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I Ca-IUIIR ......... IIRII.I JIIR ........ Inlpllcedonlof 

10 Ulflll ... u•.lfillr._IR .... L IHRIII ..... trl 8Miyl11 .. 
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1 ........ 
2 tbrougb 21, lllld • -* ~t a. •rkecl for identification . 

3 

4 

5 

001111•1~ CLAD1 Give • the numbers again. 

• • ••• I U.· 17 tkougb LOS-23. 

oaa•a•l~ CIMia 23. That will be marked as 

' .lxbibit 20. 

7 ~ noticed, going back to 

I your pnftled nlluttal teet'-'Y. look at page 7, in the 

9 quaati• tbat -.te ·-liM t, ia tben a word missing? 

10 Y .. , I believe there is. I 

11 believe ~ __. •ca111an• 8bould be inaerted after the 

12 word ·f~, • tile fint •f--=aet . • 

13 

14 

15 

16 

17 --.ry'P 

18 

a:lllllal~ CIMKa Okay. All right. 

•• IIC; La .. ftaalc ,au. 

alllll•l~ CIM.Ka DOes Mr. Schuster have a 

•· IIC&ia Yea. llbat was tbe exhibit, the 

19 ~ita ""'~•lt ·--r giftD to bia aupple.ental 

20 abibita? 

21 a.IIUI<..a CIMKa 20. 

22 •· •••• ao, okay. 

23 BY •• IIJ&Ia 

24 Q 
'· 

25 co.biaed ~ttal aDd ~la .. atal rebuttal testimony? 

c • I IIJOIIW fi'l ... i&, Pibiibi CISO) 385-5501 
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1 A Ya8. IIF t..tiiaay eddn-• tbe te•timony of 

2 Mr. Stallcup aad *'· Lutein. I would like to briefly 

3 ~ri• MCb of tboM .-parataly. 

4 Witb re.,.ct to Mr. Stallcup•• analysis, I 

s beli.ve tbat bi• calculatiaa of a ri•t-adju•ted discount 

6 rata by .ull&nctilll tM l'ielt pntiua fro~~ the risk- free 

7 rata 1• iacor~ aad n8Ult• 1a a fla..t -thodology. He 

8 .... DOt ..,., .... ·••'- - •1• of another inatance where 

9 tbi• •tbaiiiDlagy ..._ ..._ u.ad. aor ha• he provided any 

10 acad••ic nfan~~Ge •t• .. ~catH ..,.c:ifically a 

11 calc:ulatiala ia tlldala a ri8k s--tua 1• 8Ubtracted from a 

12 ri•k-fra. r.ata. 
,, 

13 I beli ... ~ tbi• calculation produces invalid 

14 reault•. It pi'Odltce• ~lt• that are contradictory, and 

15 it produce8 a calculatlclll of cli8COWlt rate• that defy 

16 interpretatioa. .. ciNcribe• bi• aDaly•i• a• being a 

17 -tbodology tbat vi- tile buyout u an inve•t.ent 

18 opportunity bat.g offe~ to ratepayer•. Ria calculation, 

19 however, reault• iD di8COUDt rat•• in the range of 1 1/2' 

20 for Hveral of tile cub flow cal---. TboH discount rates 

22 that the ri8k-free rate 1• higher. 

23 If 8D tawe.tor ba8 aa opportunity to invest in a 

24 ri•k-free ta.ea~t with a return of, let'• aay, ''· under 

25 no cir~aace• .auld t~ iaveat in an inve•t .. nt that 

c • • UJOIIW flrDIIUIA. ftbltrta (850) 38S-5S01 
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1 contai .. rl_. at a la.er rate of return. So I would submit 

2 that tbat type of a calculation reeulting in a discount 

3 rate at tbat level ce~ be interpr.ted in a consistent 

4 way, in tbe .., that a DO~l riat-adjuated discount rate 

s can be iDterpreted. 

6 : UDder ..--1. ci~aacea, you add the risk 

7 pre.iua to tbe riak·f~ rate and you end up with a rate 

8 tbat ia bigber tban tbe rlak-free rate and which 

9 ~aaa~ tbe iaftetolr for riak. Tbat ia not the case 

10 With Ill'. ftall~' 8 .atJiodology. 

11 Stallcup'• uae of a 

12 atructurea index ~ e.a.late tbe coet of the combined cycle 

13 plant. 11r rebuttal teatillafty cUacuaMa that point and 

14 defeada 11f UM of - ... l..-nt iadex. l ahow through a 

15 .. teriala b~kdown for tbe conatruction of a typical 

16 cc:Mibined cycle pl-t tbat tile equip~~ent index is the 

17 appropriate iadex ~ UH for appi'OXi-t.ely 90' of the total 

18 coat of a ca.biaad cycle plaat. And a atructuree index 

19 could fairly be ltfPliecl to tbe balancing lOt, but it would 

20 be inappropriate to Mlect the atructurea index in 

21 preference to an -.ui,..at. index given tbat relative 

22 i~rtance iD tbe GOB8t~ion of a ca.bined cycle plant. 

23 I wulcl alao 11• to aay a few .orda about 

24 Mr. Larkin'• ~tillaay. lD ~· I believe that 

25 Mr. Larkin'• taatt.oay ia .. ry little .are than apeculation 

c • • illdiiW f".t..,.., PLOifDi (850) 385-5501 
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1 on each of tbe poiDt• tbat be rai••. 

2 With ~.,ect to riak, hie di•cu••ion I think 

3 could fairly be ~l.ed .. not even being a criticism 

4 of tbe OCL buyout. It i• a geaeric critici•m of any type 

5 of a proj~ or a deci•loa tbat i• dependent upon future 

6 U8UIIIIPtlaa.. Allll tbe f8Ct tllat be refer• in the course of 

7 tbi• di.,.•ioa to tM OCL pnject doeen't uke it any more 

8 ~lnaat to the 00. pzooject. It could be applied to any 

9 pi'Oject, -rtJU.ag tbat tlala 0: tHion con.idera, and raise 

10 tbe ~of ril* Uial t._ wrda that he de•cribes; 

11 therefore, J daD't tbiak it ..,pl1•• to the OCL project 

12 other tba to tell~ iiM»lYeel what they already 

13 Jmow, tbat eftiY fOZ'eCMt baa ._. uncertainty associated 

14 with i .t. 

15 •ltb napect to Ilia diacouat rate•, I believe 

16 that he baa taken aa apportuni•tic approach in quoting 13 

17 to lit rat .. aa4 baa lgaored tbe balance of the arguments 

11 and tbe COIIplaity of the cuata.r di•count rate 

19 di•cua•iaa, aa.e of ~cb indicate the cuata.er discount 

20 rate• can be ..cb ~1', aad baa ignored the real basis why 

21 thi• ~ .. 1••1oa baa ~ed an after-tax di•count rate on 

22 the part of tbe CGIIPIUIY • a pzoxy ~or the cu•tomer 

23 di•count rate. .. doeaa't appear to recognize that as 

24 being aa eeti-tiaa tecblaique to Mrve a• a proxy for the 

25 cuato.er dieaauat rat•. 

fllu.DII&, PLORIO. (850) 385-5501 
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1 I' • ·ti'OUI»W 11r bia dlacuaaioa of induat ry 

2 reatructurlag. .. .._ ..... to think that the company should 

3 atop takiag aetioaa to ~ rate• for cuatomers, in 

4 particular tlda buJaut GIIPQI'tUDity, and wait for industry 

5 re•tructUI'iDg to clo tut tor ua. I aW.it to you that we 

6 cannot •tap cloiag tbi•.. tut an right. 1 f we have an 

7 opport~ty to alduca aaet•, it a project or • buyout or an 

8 aetiOD bf tM CCJIIIIIWIY .ia tile rlgbt thing to do and it's 

9 goiag to .... cu.ta••n .oaey, it ahould not be denied or 

10 rejected a~y Me-.-. clutage• .. Y occur in the 

11 iadutry at - fut_. tt.. 

12 Plaally, witb ~..-ct to hi• alternative 

13 propa••l, _. ~ f~ly ~tted it ia not baaed on any 

14 analyai•. · 'l'o dllt ateat tut I have reviewed his proposal, 

15 he baa DOt ftCaiDi ... tM cliffenneea between the c,.,mpany 

16 undertakiag tbia tr-.ctioa venue the euatomer. No one 

17 baa conducted tbat ~.,.1• aDd, therefore, his claims that 
> 

18 it .auld pca.ide ... ~ or .auld rei~•e the company 

19 have no.._,. aad aboul4 DOC be given con•ideration. 

20 ~lUI~ CLIIIKt Ill'. SChuater, what would be 

21 the diffenace•? I - if you are going to uae the 

22 COIIIPADY' • 4iecouat rate - a pi'OJCY, what is different in 

23 tile aaalY8ia? 

24 lfl,._. ... na, .. 11, we diaeuaaed this 

25 briefly ,..terday. ID -NDCe the difference• have to do 

c • I IBORIW (850) 385-5501 



1 with tbe ~·· 

• ;;>' 

·n'. 

CXIIMI811a.D CI=UlK: Okay. 

~17 

2 

3 •11 .... ICIDII&i: ~ the ca.pany undertakes an 

4 inve•t..nt, ~be~ .ze ~ .. coaa•quence• that are not 

5 involved tD a cueta.e~•• ~•~• ai.ply being reduced. 

6 ,, ~··11·1~ CLUII Okay. 
7 !bat OQnclude• my summary . 

8 •••••• 

9 exaaination. 

10 

11 

12 8Y ....... 

13 Q Good ._.iJII,. *. aea.a.~er. It 8eeiMI 1 ike 

14 afternoon. liE'. ka.a.~e~, would you refer, please, to page 

15 11 of your pcefiled ~t~al teati.ony? 

A Yu. 16 

17 0 ADd I'• loakiag tbere at line• 23 through 25 

18 whe~ you ~~-~to tbe fact ~bat .,_ cu•ta.er• have no 

19 credit card debt• bu~ iaa~ aake regular deposits to 

20 pa88book AViap. 

21 A Ye•. 

22 0 .UW a cuato.e~ ~ baa a pa••book •avings 

23 acCOUD~, caD be .. ~ bi• .aaey back ~ight away? 

24 A Y ... 

25 0 CaD be go into tile bank and juat withdraw it 

flu._.,., ftbiiDA (850) 385- 5501 
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,, 

A 

3 Q lauld tbat ~r. if he were to invest in this 

4 buyout deal p&q~a•rd br ftcwicla Poar Corporation, be at-le 

s 

6 A llo, a. ti0Ul4 -*· 

7 Q a,. ..... k ~ .acouat ia uaually insured by 

8 FDIC in tM 1 uat of a .....,,.... tbauaand dollar•. is it 

9 not? 

10 A MOat of tbea ~. yea. 

11 Q Will tbe ~· tav.at .. nt in thia buyout 

12 propo.al offe~ br Placida Power Corporation be insured 

13 by anybody? 

.,, it will .... 

Will it be guara~~teed iD any way? 

llo. 

14 

15 

16 

17 

A 

Q 

A 

0 Ia Plor~ ta.r~ CO~ration providing any 

18 aaaurancea at all tut aay portion of the aavings the 

19 CQIIPUY ir projectillf will, 1A faet, ·be Mde available to 

20 the cuata.era iD tbr yeara 2014 t~b 2023? 

21 A Olaly to ta. ext•t tbat our ADalyaia indicates 

22 tbat it ia ~ lilraly aad "~ probable tbat 110at or all 

23 or pcMaibly even 110n thaD the HYing• projected wi 11 

24 accrue to tbr cuat.ollera. 

25 0 .auld you agree tbat ~ an individual accepts 

c •• W&IW Tlf.JIIilii&. PLORI~ (8so) 385-5501 
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1 low rate• of ntum, .uc:b u a 3 to 4t JNtaabook aavings 

2 rate, tben 1• ••..atially ao riak .. aociated with either . 
3 receiving tile iDten.t ualed or a return on their 

4 principal? 

5 

6 

A 

0 
' 

7 indlviclual• to 1aweet ill laigla•riu venture• one baa tc. 

8 increaM tbeir poteatial ntun •11 above thoae of 

9 riak-free ~? 

10 

11 

A 

0 Mr. lcbuater, if you'd nfer plea•• to the next 

12 page of your pnfi1 .. nlautta1 t .. ti110ny, page 19. 

13 

14 

A 

0 

-Y•. 
!ben you calculate a 12 .ltt return that is 

15 repre .... ted 11J tM OCL caatract buyout 1 ia that correct? 

16 

17 

A 

0 

Yea. 

ADd you cbaracteri•e tbat return aa an after-tax 

18 rate of returDI ia t~t cocrect? 

l' 

20 

A 

0 

Yu. 

Could JOU ..,laiD tbat in further detail, what 

21 you -an by a after-tax ntum? 

22 Yu, tbat U.ltt ntum ia an internal rate of 

23 retum that ia ··calculated baaed upon the final right -hand 

24 colwm of tile buyaut aaalv-ia. In effect, thoae are the 

25 dollara tbat IIOUld be cbai'Wed to cuatc.era in the near term 

ftr.fMIII&, tlbiiDA (850) 385-5501 
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1 and that t._ eu.ta••n wuld nceive in benefita after 2013 

2 in retum for tbe ~Nyaut t&-aaaac:tion. ~· dollars to 

3 cuata.an an CID u after-ta buia. There ia no tax 
I 

4 conMqUence to~ of ~tag or clecreaaing their 

5 

' 0 ADd ~ i8 ...,•u• -- clo you •an bec:auae, for a 

7 reaidantial ~. far .. 31le, that utility billa are 

8 neitber 

' 
10 

A 

Q 

Rilbt. 

ADd refuad8 or ~ioa8 in utility bills are 

11 not taxable for the - naiiCID? 

12 

13 

A 

0 

Y•. 
llallld JOU _... CMD, l:leald on your logic, that a 

14 c:u.ta.ar wllo bu a co.t tllat ia above 12 .1ft would be 

15 better off ta..ltiag bi8 ~ iD ~c:ing that coat rather 

16 than iave•tiDI ia tile oc:L buyout? 

17 A Y .. , Yiewiag it .. a hypothetical financial 

19 retire a ~ in .ucb a .. y .. to ... i~a• hie return. 

20 0 ADd tbia .ould _,.ly, would it not, to cuatomers 

21 . who bave UllHCUI'ed loaaa iD the 13t range or credit card 

22 debt in rangea above 1Jt? 

23 

24 

A 

Q 

Yu. 

All I cor&Wet tbat UDder your propoaal and your 

25 acenario aa .S..Cribed ~1•1DV on page 11 that in order to 

fir&Ltalili, PLOifDA (&SO) 385-5501 
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10 A U.V .uldD't .. t tbe lut dollar of the 

11 principle aad ilaten.t, pc'iaoiple and retum back until the 

12 end of the tiW""aati•, tllat'• CIOI'I'eCt. 

13 Q ADd .-ld it a. CIOI'nCt to My that the cuatomera 

14 wouldn't tet aay zetun at all if tben wre no automatic 

15 adjuat-nt clauN to flow tlarougb tbe Avinga to them? 

1& A 10, 1 di~ with tbat atat.-nt. 

17 0 ADd I ...... Jail .auld diMgNa for the aame 

11 rea~ you •tated ,..tazday? 

19 A Y .. , tbat'a co~~. 

20 Q ~ tbe bottoa of ,... 11 of your prefiled 

21 teati.aoy you .. id rou .auld eballange Mr. Larkin's 

22 aaNrtion tllat DO aapltiaticated iaftator would be likely to 

23 accept the ntura iabe~t iD tbe propoaed OCL contract 

24 buyout. Baa Florida ~·- ~tlon thought about 

25 In other words, in 
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1 retum for aa ~ p!'OYidiag tM buyout funct., Florida 

2 Power eozponttc. wuld pawide a ~le ntum? 

3 A llo, • bawe DOt • . 

4 Q Would ,au coaaider Florida Palfer COl'pOrat ion to 

5 be a .apbiaticated ~., 

' A Yea, I .auld. 

7 Q .. 11, tileD .auld P~ida ._.r COrporation find 
fir-~.'~ 

8 it attractin to fuad tlaia a.,out if Florida Power 

9 CorporatiOD •n all~ to . .._.lwe tM aavi.Dg• that you 

10 are projectiDif ·r~. .. 

11 A llo, • ti.cua••• tbat lM•terday. 

12 Q .. 11, t~ tD ~t ••r .. 1• Plorida Power 
~!~;. 13 Corporatiaa aaplaiaticatecl? 

14 A I tbiak tM diatiaetiOD 1• i8 l waa uaing 

15 Mr. LarkiD'a __.. .._n ._ nfen.d to a aapbiaticated 

16 inveator, aDd I ..a deacriblDg wbetber or not an inveetor 

17 would c::oneider ta.o.e nturaa acceptable. l wa• DOt 

18 deacribing a apeeific iafte~t aDd tile willingneae of a 

19 epecific aophi•ticated tavaator to undertake a -,pacific 

20 inveat•nt. 

21 Q Mr. 8cbuater, if you'd refer, pleaae, to page 20 

22 of your pnfiled ~t teet~, aad tbere beginning on 

23 linea 10 aDd followlag you take l•.ua with Mr. Larkin'• 

24 a•Hrtion tbat tben an iDtei'IIDiratiOiaal inequitiea, and 

25 you conclude tbat an 11Dt1 t. tbat eoftleft? 

fii.fMIAI8il, Kdiltil rasos Jes-5501 
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1 A Yu. 

2 Ill'. ao., jut 80 the record 

3 ia cornet, I tbtalr yau nf_.... to hi• direct teatitnOny, 

4 and you are nfenlag to U. Eebuttal, rigbt? 

5 •· ... ~ I'• aoz1r. You're cornet. I'"' 

6 referring to llr. ~er'• ftnt ~ttal teatillony. 

7 Thank you. 

8 BY •• --~ 

9 Q llr. lctlu8ter, t•taa approved the 

10 original CODtnct ta tld8 ~. did tbey DOt? 

1 1 A Yea. 

12 Q ADd ta ~·• f• eppnwal of that contract, 

13 would you -.z- tllat-n.tda .W.r CKporatton told the 

14 CO..iHioa bow t• c:lf•ctty 008t would be recovered from 

15 the ratepayer? 

16 

17 

18 when 

A 

Q 

Ye8. 

Would you ..,ne tbat tbe COIIPMY •• forthright 

\,o.illlillll~•-taa that tbe capacity coats were 

19 lower in tba begialltag aad btgber at the end of the 

20 contract? 

21 

22 

A 

0 

Yea. 

Dicl tbe e~ pi'OYide an explanation to the 

21 comrniaaion of tfby that waa correct and wby it waa 

24 beneficial to the ratepayer' 

25 A I daa't lalaw ..._t -.1-tton waa provided. My 

c • i dUIW fit.tMIWd, l'lbilbi (85o) 385-5501 
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1 A Ye8 . 

2 Q I• it cornc:t tbat the purc:baM of capacity and 

3 energy for tbi• coatzact 1• pa•••d through the capacity and 

4 enezgy adjut-t cl....._ di~ly to the ratepayer•? 

5 A Y-. 
6 Q Well, tMD ua•t it cornet tbat ny ri•k 

7 inherent in tbe ~ •. iD tbe pa,..at•, an flowd 

8 through t._ c...-olty ..S fuel ed:Jut..at claUM•? 

, A .0, l ·tbtat I .auld di•-.z .. with tbat •tatement 

10 becaUM the ri* tiii:Nld take tll8 cbu'acter of having OCL not 

11 deliver eneqw _. ctlfB'll:y to· WlOZ'lda ~r and it• 

12 cu•to.er•, aad l:bat .auld ~ a pbyeical conaequence for 

13 the aperatlaD of OU' ~ aad tbe availability of 

14 adequate r..,....,.. for our CU8tc.8n but aigbt not be 

15 directly reflected lD ~ capacity and eaergy clauses. 

16 Q lut didD•t' ,au ~earlier to a que•tion oi 

17 aine tbat tile c .. lcity ..,.aat• •n back-end loaded in 

18 

19 A YM, I iadicated tbat tbat wa8 one of the reasons 

20 for lltructuzoiag tile capacity payaent• in that manner. 

21 Q to 

22 your CU8ca.n u tbey an iacunwd, an they not? 

23 

24 

A 

Q 8o tbaee c.peclty ,.,.aat• that are structured as 

25 they an for riM an llieiag borne by the cu•tomere as the 

c • I iliOIIW tiltlilli&, PLOiiDA (850) 385-5501 
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·, 

1 coeta an 1~ br tbe OC .. DYI ia that correct? 

2 Y .. , witb ~ qualification that risk is only one 

3 el-.at of ~ n.eoD for tbat atructure. 

4 Q ltayiag OD tM eubject of the atructure of t hP 

5 contract aDd the queatioa of intergenerational fairness 

6 tbat yau edlbSN • ,_ 30 of your rebuttal teat imony, 
·~· 

7 becaUM of tba beclt-ead l«*liag of the contrAct, would it 

8 be fair to .. , tbat a..~ tM JO•year te~ of the contract 

' cuet ... n -- . f• - 11•, if - break c-. into thirds --

10 cueta.er. in tb. firat ~ ~ .auld pay lower capacity 

11 pay.eata, ~ 1D tile addle ten y.ara would pay 

12 av.r... ~ity J~Q••nt• and cuata.ere in the last ten 

13 yean would pay IIi--~ ...-cit.y pa,.ente? 

14 

15 

A 

Q 

Y•· . 
~ if Placida to..r COrporation'• proposal in 

16 thi• case ia ~o, .. , haw will cuata.era in those first 

17 ten year• be tnated in c~rieon to thoee cuatomers the 

18 laat ten yeare? 

19 A .. 11, bllalll oa your •••SIPle, they would still be 

20 paying lower coeta tbaD ~- cueta.era in the laat ten 

21 yeare. 

22 

23 

Q 

A 

24 back up. 

25 Q 

~. I'• .. yiag if your p~al ia approved. 

I' • aorry, I llieuiMientood your queet ion. Let me 

My .... tion ia baaed oa ~ing that the 

c • I Ui&IW fJf.tiNIUid, llbiiDA (ISO) 385 - 5501 
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2 A I 111 .... your .... tiOD. If that were the case, 

3 then tbe pattem .uld be abifted, and ta.re would be a 

4 •ituatiOD ~ it would be cloeer to being levelized than 

s the patten wbicb ed•tecl prior to the buyout . 

6 Q lla fact, it .._,t be clo.e to being levelized, in 

7 otber .o~, tbe au.tc••~ ~ fir8t ten year•, those on 

8 line froa 11ft tbraugb 2013, will pay 8ignificantly more 

9 for electricity fza~~ P~ida ._,..r Corporation associated 

10 with an equiYaleat .mount of capecity than tho•e in the 

11 year• 2014 tbraugb 20231 i.a't tbat correct? 
r. 

l - , . 

12 A .. 11, J doe't bawe tboee n~ra here in front of 

13 -· Tbe cu~n ill tbe ~ ten are not paying t.heir 

14 full fair ~ of tbe ~city pa,..nta, they are getting 

15 a bargain. ~ cut~n 1n tbe lut ten years, according 

16 to your e..-ple, are payiDg -.ore tban their fair •hare, 

17 •ub•tantially ~~ aDd ~t .. are talking about doing 

18 here i• lowering tile ~t 1o tbe lut ten years and 

19 •lightly increa.ial ~ ~t in the firat ten years. 

' 20 Q Well 1 actually, wbat you' n going to do is 

21 incre... the ~t iD the fir8t ten year• by the rates that 

22 you've .. ntioaed in ~ di~ te8ti.ony and reduce your 

23 cost in t.ha lut tea y.ar• by tile .. ving• you expect to 

24 achieve by belatJ out of tbe coatract 1 i•n 1 t that correct? 

25 A That'• ... ctly rigbe1 ADd that waa the rea•on for 

tif·LWII&, ILOI!Di (ISO) 385-5501 
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1 my atatiWiat ~bat the effect of ~bat i• going to move from 

2 a pattenl ~~ben it alas-- up ftE)' ateeply over the term of 

3 the CODt~ bo aa. in ~cb it'• wore cloeely levelized. 

4 Q Actually, it'• IDiDI to •lop. quite •teeply 
' 

5 clownwaz'U, 18 it DDt? ID otbu' Mmla, tbe current 

' cuatowera aze aoial to.., 8D additional $49,405,000, and 

7 thaN iD the 1.- t.a ,._.. an tDiDI to get all the 

8 •aviDg8? 

t A I wouldD't .. ne tbat it will •lope •teeply 

10 ~'DO. 

11 Q .auld you ~ tbat 1~ will •lope downwards? 

12 A 110., I cea•t ~ witll tbat. I ju•t don't have 

13 thoR D•""'ben ._.. til f~ of •· ! can't reMIIber the 

14 pattenl offbaad. 

15 Q Ill' ....... , l•t'• juat as-ak tben, if the 

16 c0111pa11y, if tbi• pi'GID8al i• appnwed and the cotnpany is 

17 allOMed to buy out the l .. t teD ,.are of tbe contract, 

18 we'll baaically be dealtae witb a 20-year contract; is that 

19 

20 

21 

22 

23 

24 

25 

correct? 

A 

Q 

Yu. 

How will tile cua~n over the fir•t ten years 

of the contrect be tnated iD te~ of rate payments in 
j'r 

relatiOD to ~n 0¥8Z" tile laat ten year• of the 

contract? 

.. 11, tbe two~ of c:uat01111r• will both pay 

TAi·tMUI&, PLOifDA (&SO) 385-5501 
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1 the capacity ,.,.lata 1D tbe napectiw portion• of the 

2 time interval that appliea to t~, and the eu•tomera in 

3 the fint ~will 1D 8dditiOD pay the buyout coats 

4 during the fi~ fl .. -~ te~ after tbe teraination. 

S Q And ~t .auld be tba Stl,tOS,OOO figure? 

' A 
··. 

7 Q if yau'd ~fer, plea•e, to your 

a page 2t. I'a loaklag at t._ ~iOD and an8Wer · appearing 

g begiDDing oa 1* 17. •llhat 1• your 

10 reaction to Mr. LaniD' • -.c1a1nt that Florida Power wi 11 

11 •uffer no bam if tile C i•laa -~ to deny ita 

12 petition?• lloulcl it be COI'.-ct to atate that in reaponse 

13 to that quaatioa you do DOt ideatify any hara being 

14 

15 

16 

A 

Q 

Ye8. 

Wbell tlaia ooatract - originally approved, how 

17 waa P'lorida PcNer CD&"pOI'atioa affected either beneficially 

18 or detri .. ntally? 

19 A It ._. aff~ I believe both beaeficially and 

20 detri ... ntally. It - beMficially affected becauae it 

21 obtained a ~. a .... ratioa r.aource for capacity and 

22 energy at what ... believed at tbat ti.. to be a reasonable 

23 coat. It waa affected cletriaeatally to the extent, as one 

.24 exa111ple. that it - •ipi .. a taU or pay contract for a 

25 

c • i DPOIIW TIIJMAIW, flbiitii 
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1 poature witb ~atlag .. IDe'--· 

2 0 Did it, iD fact, affect tbe co.pany'a financial 

3 poature witb ~ ratiag &IIDCi .. ? 

A Yea, .it did. 

s 0 ADd ~ ... tbia effect felt? ••• it at the 

6 ti- of eateriaf iato tlla CGDtract or wileD cbangea were 

7 perce.iftd ill • .. -• ..._.., 

8 A It ... •~ a ti.. after tbe contract• were 

9 aignecl. I cloa't lalow ~ tt. f~ you an referring to 

10 

11 Q Well, ta.. I gu••• I'd ntun to ay queation as I 

12 think I po•ed it. At t .. till. rlc.lcla ~r Corporation 

13 

14 Florida to.er CDcpo~tioa affected either beneficially or 

15 detri.antally? 

16 A I tlloutJbt I Mel an••nd tbat queation. The 

17 beneficial effect i• tM beaefit of ~aining a capacity 

18 and energy ra.ouree. !tie cletri .. ntal effect waa the fixed 

19 obligation that Ploricla ~r - ••-ing under the 

20 contract . 

21 Q If tbe C:••iNiaa -n to reject FloridA Power 

22 Corporation' • Pftii'IG••l 1D tbia docket, wouldn't Florida 

23 Power CO~ratioa be affected 1D tbe - beneficial and 

24 detri.antal faMioa in the fu&un for the life of the 

25 contract? 

far.LNIUI&, KdifDl CISO) 185-5501 
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1 A I daD't ~~ .... jour .-tioning. Could you 

3 Q tlbat_ ...aid o:ltrap ill-tan. of the beneficial or 

4 detri•ntal effect• on Plorida Power COrporation if this 

s Caa.iaaioa wn ~o dell)' tbe Pft1 o.al ~- c0111pany i• 

6 offeriag iD ~ dac~? 

7 A Mell, .. I .eatioaed earlier, the fir•t order 

a effect, would be 
·!.:• • 

9 tran8pU'ellt to Plcwlda tower Wider tba a•81111Ption that the 

10 

11 for dollar ~o auet~••n ~tile n.aining tar. of the 

12 contract. Aa you ,_. tile .... tion, you can think of 

13 aeeond order effacta. l'or •• ala, Plorida Powet· would 

14 have higher ra~ if tllla pzapaal ia denied becau•e it 

15 won't bav. tba GfPOI'tualty to buy out the contract in the 
-

16 la•t tan ~ra aad QbtalD ~•ourcaa at a lower price and 

17 provide a lo.r price to our cuatc.ara.· Tba eoenpany is 

18 definitely illlpaCtad 1Jir tba price of ita product, ao I would 

19 ••Y aa a aecoad o~r effect tbat inability to u•e this 

20 tranaaction to lower our pricaa would be an adver•e effect. 

21 Q OV.r tba DeKt fiwe ,ear• aa thia tranaaction is 

22 approved, will Florida Power CO~ration'a rate• to its 

23 

24 A .. 11, then .ould be u iacnMnt attributable to 

2 s t.he recovery of tbe buyout coat, ~·. 
~ 

c fAIALAIIUdl, Plbifoa (e5o) 3&5-5501 
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Mr. 8cbu.te~, .auld you refer, pleaae, to your 

Yu. 

ADd I'• loftktag at ,our Wabibit LGS-19. 

Y ... 

ADd tbi• yau pozotray u M exa~~ple of reaaonable 

t applicatiOD of ~laky ca8b outflow •tbodology; 1• that 

10 correct? 

11 A Y ... 

12 Q llow ill ··niiiDIIM to a ... tiOD earlie~ from 

11 C0111111i•atoner elan, I belien when you were g.iving your 

14 au..ary in thia curreat •iait to tbe atand, you atated that 

15 the ca.pany fuadtag tbe ~t, tbe aignificant difference 

16 between that alld tM cuata.ra doiDI it would be taxea; is 

17 that cornet? 

18 

19 

A 

Q 

Yea . 

llow llr. Bcbuate~, - I cornet that ba•ed on your 

20 an.wera to .,.. queatioaa yeaterday that the eo~~pany will 

21 incur and pay tbe bupout oaata ahown in colu.n 6 of Exhibit 

22 LGS-19; ia that ~? 

23 A Yea. 

24 0 And • I cornet ia ncalliDt that you •aid that 

25 you did not expect ttwt tboM .-pea•• ..ould be tax 

c • I W&IW fiiiLNIAIIW, ILdlibi (ISO) 385-5501 
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f 

·" 
1 deductible ill t• ,.an 1D tlbicb lacurrecl? 

2 A 

3 that 

4 Q Well, I'• :Juat •ytag, UDder thie propoeal, or 

5 this ••MPle tbat you an giri.Dg iD LGI-lt, regardless of 

6 the apecific ~01a•al .. an talkiag about, if the buyout 

7 goe• through, PlO&"lda ~r Qmporation i• going to have to 

8 five year•, is it 

9 not? 

10 A Yea. 

11 Q It i• elt~ _., .. to write a check in that 

12 aa10unt to OCL, or it' • .-lag to creclit it in 11011e faehion; 

13 i• that cornet? 

14 A Ye•. 

15 Q llow • I COI&ec:t tMt tbat, for exa~~Ple, 

16 $9, 881, 000 pa~t fro. Ploricla Power Corporation to OCL in 

17 1997 will not be tax deductible to l'lo&"ida Powel" 

18 COrporation in 1117? 

19 A Ito, I doa' t tblDk you' &"e COI"I"eCt in that 

20 •tate .. nt. 

21 Q I•n't tbat ~t you told .. ye•terday, air, that 

22 we could not calculate tbe c~ny•e after-tax coete on a 

23 year by year bui8 if tM CCiiiiPMir .. n to fund the buyout 

24 becauee tbat would ...... tbat tbe• IRCunt• would be tax 

25 deductible and it - your UDdentaacllag that they would 

c ~t • uPOIIW fil.tMAIM, PLOI!Di cisos l~t5-55o1 



534 

1 not be tax cleductlble iD tbe ,.ar ill wbich incurred? 

2 

3 Q 

Ye•, u .. wn .U.C:U..iJig Mr. Larkin'• proposal. 

And aaw .. an cli8CUaaiag your exhibit, LGS-19. 

4 I• it correct, air, tbat if Florida ~r Corporation makes 

5 a pay.ent to OCL lD 1117 iD tba n UDt of $9,111,000 that 

6 Florida ,.,_r Corpol'atiaa will IIDt be able to treat that as 

7 a tax deductible expe•• la 1tt"7? 

8 

9 Q 

110, I taald di•..-e witla tbat •tat-nt. 

Will t11ar be able to tnat tbat •• a tax 

10 deductible expec0.7 

11 A I belt.ft tiler 'IOUld be, yea. 

12 Q 

13 A .. 11, • an -- to clarify, .. are talking now 

14 about tbe propoaal tbat la ~eated in the exhibit you 

15 are referriDg to, aad tbat ia a current recovery. It' a a 

16 paaa-througb of coata. _ ..._ w pua tlu'ough capacity 

17 pa~nt•, when .. c~ our cuata~~er• for the OCL capacity 

18 paytM!nt• aDd nalt tiiNe c.-city pa~t• to OCL, it' a a 

19 pa••-through; tben ia DO ua effect . 

20 Q I underataad that, air. My queetion ie, does 

21 Florida 

22 1997 in tbe aBDUDt of ft,ll1,000 will, in fact, be 

23 con•iderect a ta ~ctible ...-DM of Plorida Power 

24 OOrporatioa iD 1117? 

in 

25 A That ia tbe expectatioa. I would qualify that by 

TIIUIIUW, PLdlfbi (ISO) 315-5501 
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1 aaying thie inf~iagea upaa tbe ua.ettled area of tax law 

2 that I referzoed to ~tel'day. lo tben'• -- unfortunately, 

.3 with reepect to COZ"pOrate t-, tben are no abeolutea. 

4 Q And tiDU.ld ,au .. ne tbat if it ie not tax 

s deductible in tile J"eU' ill ..U.cb iiiCUn'ed that then the 

6 pay.ent fro. tba eu.to.~ in tbe 1 :aunt of $t,88l,OOO will 

7 iteelf be tnatecl by tba IU u t•nhle inca.? 

8 A .. 11, tllat t1011ld b..,...a iA aay caH. The answer 

9 to your queetiOD ie ,.., f~ a tax etaadpolnt the receipts 

10 Dlabur .... nte from 

11 the cOIIIp&DY an t~ted .. an .... a .. , poaeibly deductible. 

12 poeaibly not; poMibly curnnt, pouibly not. The thing 

13 that create• tbe tr~ le wileD receipt• and 

14 diabur .... nte .. tcb .. witb tbe capacity paea-through that 

1 s I -ntioaecl a few llinut.. ago. 

16 Q And would you egne tbat if tbe expeDH ia not 

17 tax deductible but . tbe n .. auae ~eiv.d froa the cuetomers 

·1e are that on a net-of-tax baeie Plorlda Power Corporation 

19 will incur an expen .. of ft,ll1,000 but on a net·of-tax 

20 baeie will only r.ceiwe froa tbe cueto.ere approximately 

21 aix million dol1are7 

22 A If we cU61•t .. t a ~ tu deduction, yee, 

23 you're abeolutely ~ that Plorida tower would ca.e up 

24 short. I would li~ to add to ~t, tbat once again, 

25 recognizing thia ie an uaeettled 8Zea of tax law, Florida 

{ISO) 315-5501 
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1 Power baa not requeated a coatingency proviaion to protect 

2 Florida Power fraa ~ba~ coaaatyeace, we are accepting that 

3 riak. we fHl ~ba~ • an goiDg to •t the deduction baaed 

4 on thi• atructun. If • cloD'~ get tbe deduction, we will 

5 accept tbat caaaa~nce. 

6 Q If you do ~ •t ~bat deduction, Florida Power 

7 Corporation will be fundiag ~ buyout at leaat in part, 

8 will it DOt? 

9 A It will baw _a dafen.d tu it- on ita balance 

10 sheet. I .auld DDt cbancterl• ~bat u funding a 

11 transaction. 

12 Q llell, PlOI"ida ~r QB'poration will •ke up the 

13 difference bet...a ~- .1,111,000 and the net-of-tax 

14 receipt• fro. ita cuata..ra if tbe deduction 1• not allowed 

15 currently, .aa't it' 

1' A Yea, it will, ~t I .auld like to reltarate that 

17 then are ftUMI'OU• ••••1• of ncreipt• tbat Ploricla Power 

11 receive• fi'OII cuat.,_n, ..._. ,.,_nt• in the ordinary 

19 cour•e of buaineaa wben ~n an tax aoaaequencea. Tho•e 

20 are They are 

21 not viewed aa funding a poztion of whatever is occurring. 

22 They are viewed aa tu caaaatueac•• wbicb •nerate either a 

23 prepaid or a dafel"...t tu OD tbe balance abeet that are 

24 treated app~riately for accouatiag ~·· They are 

25 not inveat .. nta. 

flu AIIUSB, fLOI!Di (ISO) 315-5501 
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1 0 .. 11, let•• juat ., •• t in ter.. of a aource of 

2 funct.. If Plorida ~'Gar COI:poratioa receive• 

3 approxi .. tely -- ~1..- tt,lll,OOO fro. ita cuatomers and 

4 that ia taxable aad •••,••• ple-, ba•ecl on the company• a 

5 current tax rate, tbat tile Det nceipta fr011 the cuatomer 

6 will be aix •illioa dollaza; .auld you agr .. that Florida 

7 Power COrporatiOD ill -~tag tllat pqwrat to OCL will only 

8 be rei~eed bJ. ita CU8ta•r~ . oa a aet-of-tax baaia by six 

9 •ill:ion, dollar• and Plorida ..,_r Col'pOration it•elf will 

10 have paid tbe ~tioaal $J,IIl,OOO? 

11 A I .ould agi'M tbat tbat' a one way to characterize 

12 the trauactioa. If you ,.._ look at the dollar• that are 

13 IIOVing, you could put tllolie !allele 011 t..._ . In ay opinion, 

14 that' a not tbe cornet •Y to vi- it fi'OII a financial 

15 atandpoiat. 

16 0 Would ,au agne that if the buyout payment• 

17 Florida Power CO~ratioa will be .akiag to OCL are not 

18 currently deductible foe tax pucpoaea that if Florida Power 

19 Corporation wanted to ba¥e ita cuata.er• pay a aufficient 

20 a.aunt aucb that after tax tbe cuatoaera would provide 

21 $9,881,000 that tbe ~·.auld have to pay $16,ooo,ooo 

22 approximately in tbe yean lt -- each year in the yeara 

23 1997 througb tbe par 2001 .a tbat Plorida Power 

24 corporation would bave ~ived net of taxea $9, 181,000? 

25 A Ye•, I .auld ~ with your ... .ple and your 

fatUiWJsd, ILOIIDI CISO) 315-5501 
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calculation, but I .auld lib to niterate that we have 

con•idered that aa a poaatbility and we have not requested 

that fro. the cc •• a .. ioa, to obeain tbat protection against 
... 

that tax coaaequ•oe. • haft 110 iat•tion of gro••ing up 
··.~l 

the receipta frc. tile ~n for t-•. 
0 llr. f'd=«er, Kill wida nfannce to Bxhibit 

LGS-19, you've calculated a aet ~a .. t value of 

$75,369,000, ia tbat coczwct? 

0 8aHCI • tile • ..,.n ...,_. ._n, if Plorida Power 

Corporation wen to fulld tile ...,_.t aad pay ita cu•to.ers 

in 1997 $75,l,t,OOO aDd f1~ida ~I' CO'POration were 

allowed to ntatn all ~ ... tDia iD tbe yeara 2014 through 

2023, wouldn't Plorida ta..r CO~ratiOD break even? 

15 A .. 11, a abort aa•wer ia yea. I -•n you could 

16 uae the- nUIIben aDd ..., • ..,..ld bnak even. J would 

17 like to point out tbat t~ ace nbuttal exhibits. I am 

18 not endoraing thia caleul.ati•. I • -rely pre-nting it 

19 •• an •lteraative to ... atalleup'• calculation. 

20 

21 much. 

22 

23 

MR. ._.a llo further quest ions. Thank you very 

CCMIJal~·~-- ct.aaa ataff. 

... mana. 
24 BY MR • ICBA'l'lm 1 ~· ··; 

25 0 Mr . 8ebu8ter, you -..ttoa.d iD your ·•u..ary that 
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1 it doean't . ..._.._to UN nt• of retum 1••• than the 
. . 

2 riak-fne rate wieh you believe an i11plied by the 

3 discount ratea that would raeult f~ aubtracting the risk 

4 premiu.a fro. ~ riek·f~ ~te1 i• that correct? 

5 

6 

A 

0 

Yea. 

Do vou beliew. tllat Ill'. ltallcup• • Mthodology of 

7 adjuating di.aauat ratee ~~ 1• counterintuitive, 

8 unteated in practical -.PlicatlOD and controveraial? 

9 Ye8, I do. 

10 0 Okay. If ,au oould pl .... nfer to lxhibit 7 to 

11 your dinct tNtilloay. 

12 

13 

A 

0 

Yea. 

Would you .. eM tbat. col.-. 1 through 7 

~ 

15 expenclituna an GMb outfla. fna tbe ratepayer•' point 

16 of view? 

17 

11 

A 

Q 

Yea. 

And would ycM& .. ne that colun 1, which ia the 

lt difference bet- col--. J aad 7, npnMnta caah 

20 benefit& f~ the buyout aad caa be coaaidered caah inflows 

21 to ratepav-ra? 

22 A 110, I waulciD't ~ eatinly with that. That is 

23 the way Mr. Stal.lcup cbaracceriaecl colu.t 8 in hie 

24 depo•ition. Col.- I ia ta. -tloa of the other aeven 

25 col~•. and it contaiaa ~b poaitlv. and negative 

c • • iiJOIIW fir.1MIJIW, MaiDi Ciso) Ji~-5501 
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1 number•. Speciflally, tile w '•c• iD the fir•t five year• 

2 are identical to tM D'...,... ill colu.a ' which Mr. Stallcup 

3 de.cribe• u c:a.b outfla., 80 I MN1cl baN to de•cribe 

4 colu.n 8 u a llixta. of iatla. aad outflOWII a• oppo•ed to 

5 just a pure inflow. 

6 Q X.t • • -... a ..,otlletical •a•nario. In thi• 

7 scenario Florida PaMer ~tioa baa fir. fuel contracts 

8 and a fina coaatnetiaa ooa&nct tJ1zau1b the ,.ar 2023 •o 

9 that there i• DO UDDU"taiaty a••oaiated with any of the 

10 tinder thi• 

11 hypothetical ....,.riO. ilould ~ -.ne t~t • could 

12 ca~culate the net-pnaeat-value .. wiaga of the propo•ed 

13 buyout usiag the riak-f~ nte witla aMolute certainty? 

14 A Ye•, you could certaiDly do that. You know, if 

15 one chooH• to do tlli• aaalyau, they bave the fnedolll to 

16 choou whatever diacouat rate tt.y wut to UH. Tbe 

17 conventional aaalyala ia to apply the after-tax di•count 

18 rate of the utility to tlla flDal colu.a npn .. nting the 

19 a~tion of the eoet• aad tbe beaefit• to derive a 

20 net-preHnt-value a•..,.r. .,._ u.e of a ri•k·fr•• rate in 
. --· 

21 that application taald be atutiag to tilt towaru 

22 Mr. Stallcup'• .. tbodDlogy of uaiDg a ri•k-adjuated 

23 diacount rate. 
' 

24 Q 1o you • d 8IJI'M tbat enEYtbing elM con•tant 

25 If you would give • jut a lliaute. I' 11 tBOve on. 

c fitUIWiia, PLOifDi (850) 385-5501 
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1 Changiag tbe eeeaario aligbtly,. if we introduce 

2 .a.e riak in col~ 4 of your 8zbtbit 7, the capacity 

3 component of t• replaermrnt ~ 110 tbat theee eetimated 

4 co•t• vary by, aay, plua or •laue St wbile we etill a•eume 

5 that the CODtr.ct ~ i.e ~EM• witb certainty, given 

6 whatever diacouat rate i.e ...-s, tfOUld you expect that the 

1 propo..S buyout looU 1- attl'activ. iD tbia acenario than 

8 in the pnvioua ODe ... tbat tbe •t preMnt value of the 

9 buyout ie -11er tbaD Mlon? 

10 A 110, I ~diD' t egree witb tbat becaUH the 

11 it'• underetood ~t ..ab of tb••• colUMDB, witb the 
··-

12 exceptioa pa~ of col-.' ... col.- 1, caa vary upward 

13 or downwazd8, tbat'a iD tbe c.text of a Ha.itivity 

14 analyei•. The rec~itt. tllat col.- 4 My be higher or 

15 lower I would cbaracterl .. aa aa alternative analyei•. The 

and they 

17 would not cbanga tbaD at ..,._t value. 

18 Q Let • - if I caa K"H~~plaiD II)' ecenario, and 

19 maybe tbat would l..S to a diffenat aaFJIIr, I'• not eure. 

20 

21 

A 

Q 

Okay. 

If we atart fZ'OII tbe ~- in IIY prior queet ion 

22 and ecenario tbat tile aet•pn..at·Yalue Avinge could be 

21 cAlculated with ~lute certainty witb there being no risk 

.24 involved in col--. 1 t~ 1, ta aDY of tboM coluue, 

25 if we change tbat ad iatroduced ._ rlak in colu.n 4 

c • • iiiOii&i tif.JWid, fLOIIM (856) 385-5501 
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....... 

1 only, 1110Uld you expect ta.t tile prapaaed buyout looks leas 
..... : 

2 attract!.- aad tllat tM a.t ...-at value of the buyout is 

3 -ller? 

4 A Yu ad ao. I ...W -.ne tbat tbe injection of 

s risk would ~ it dl~laeally le .. attractive. The net 

6 present value tllat I Ulldentaad ,au•n referring to is the 

7 baae-c- aet ...... t ftlue - awe•~ ben, and the base 

a case would be .-:Mopll. I ..... yau•re referring to an 

9 U&lysie 8UCb • liE'. aall~ did, .._n he•d do an 
·~ ... ~· 

10 alternati .. witb aa ·opt~ic a.ea ~ch would reflect an 

11 increa• -- eXCUM •• a -i.Matic caee· which would 

12 reflect u i~ ia col- t, aad tbat would give you a 

13 different net pn81Dt Yalue .. a .... itivity caae. And 

14 then you'd go tM otlaer dinott. aDd ncluce tbe capacity 

15 pay.enta aacl calculate a ttalzd Mt pneent value as an 

16 opti.aistic c-. aad,... ead up with tbree c:-s that you 

17 can then do a rlat ~,.18 ba8ed OD. 8ut tbe as&UIIIPtion 

18 of risk or variation iD oae of tbe colu.na doesn't change 

19 then thAt pre .. at value fOI' tJie baae-c- analyais. 

20 • · DAU.a could I have 

21 just a ~nute? 

22 CDIMIUI~ CLUJ': ·Yep. 

23 (DlSCUUiar OW ftll DOOm)) 

24 BY MR. ICBATIE 1 

25 Q llr. 8cbu8ter, 1•a goiDJ tO ..,.,. on to a different 

-"""""'lc~•n•niiJIOiilliili!IIWD-.,fifliJr~.t:Jiil.,ll\liilil&r,, iiLOIPEiEibirllr-1ciessoorJ :Ji1eilsf.-=1si!si'Coril~' 
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1 line of quutioliiDt• ID ,_.- t .. t'-'ny. you deacribe 

2 aubtracting ri•k pr..iu.. f~ the ri•k·free rate •• being 

3 unte•tecl ill practical 1119llcatlaaz i• that correct? 

4 A Yea. 

s Q Do yau lmaw .._t YU"lable rate boncla are? 

6 A Geaenlly 8JIIIri111J, ,.e. 

7 Q Would yau ap-. tllat vHlable rate bona are 

8 boncla tbat pay .a iatena nee tbat caa vary depending on 

9 the overall leftl of lDtenet rat•? 

10 A Yea. 

11 Q tloulcl yau epee tbat for Cl:llllpillly' • that iaaue 

12 variable rate boDde the late~ paid to bond holders is a 

13 caab outflow f~ &be ~DIIIJW'Ir' , 

14 A Ye•. 

15 g ADd if tbe ca.b outflow i• variable or not known 

16 witb certainty, l• ~ a de~ of ri•k aa.aciated with 

17 the caah outflow? 

18 A Ye•. 

19 Q ADd if tbe~ l• a d•~ of riek, abould there be 

20 a risk pre.iua U80Clated witb tbeN boad8? 

21 A Ye•. 

22 Q ~ld yau believe tbat, or .auld -you agree that 

23 in order to be ~-ted for .c..ptiDg thia riak a 

24 ca.pany ieauiag .ariable rate baed• .auld add tbeae riak 

25 preaiua. to tbe riak-f~ rate aDd DOt eubtract tbe•; 

c " 11 RIPOIIW flf.LNIUW, PLOifbl (iso) 385-5501 
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1 would tbat be ,._.. jlloUCt.' 

2 A 
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3 becauae, aozwally, if a ~- 1.._. variable rate bonds, 

4 they aet tbe ~ten GD tile variatiaa of the interest 

5 rate in 8UC'h a •r tbat it' • ac~le t9 tbe COIIII)any. I 

6 don • t tDOW tbat ~ dt.•••ct it .... tlaiak of it in te111a 

7 of a ri•k-free nte _. a z-1* pnM• and do adding and 

8 aubtracting, I'• ~ ~ tbat they -.ply that type of 

9 -thodology to tile t,. l'lt pna•••· 

10 •· ..-rtma lUff i• goiag to hand out an 

11 exhibit that ie i~ilied .. Lai·JZ. It conaiata of 

12 Florida ..,_r CDilpol'atiGD' • b18tor1cal eamiag• 

13 aurveillance npozt data aDd b18torical tna•ury bond 

14 rat.ea. 

1 s COMIOUIC*D CIMK a U.-32 will be -rked as 

16 Exhibit 21. 

17 BY MR. DATmcJ: 

18 Q Do you ncagai• t..._ ~nt.a? 
19 A Ye•, witll t._ --=•11tlon of tile final page. 

20 Q first 

21 aeven pagea are ..,. •• f~ Ploricla Power Corporation' a 

22 earning• aurveillaaoe ~rt• eubaitted by your coapany to 

23 the C~HiOD eYeiY ,.ar? 

24 A Y ... 

25 Q Would ,au .. ,. tbat tbNe report• contain 

c " • liPOIIW fltJOMAJI&, ILbiitii liso) 385-5501 
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· .. · 

.. 
1 detailed J.nf.-tiaa ~~~~your COIIpany'a capital 

2 structure for eacb year f~r tbe period 1990 to 1996? 

3 A Yea, witb t._ qualificatiOil that tbeae are stated 

4 on a c~iaaiaa baaia. 

5 Q I 'a 80nY, wbat ._. tllat -.. wben you aay that 
'·· 

6 they are atated aa a c~m•t .. ioD baai•? 

7 A Aa • ~ ~. tbere are two priatary 

8 waya of pnMDtU.. capitaliutlOD aDd co.t of capital 

9 nullbera. Tbe fl"MCial lteai• ia u • pre-nted in our 

10 engineer! .. aad ecDM.., ---...1, Wicb ia baNd directly 

11 upon the balance .._t of tile CCIIIpally. Tbia pre-ntation 

12 ia a regulatory pr•••tatiOil tllsicb iDCludea it- that are 

13 not 

14 Q lfould you aee•t nb:Ject to check that the last 

15 page of tbia exbibit • rrJ. ... tbe loag-te~ fixed rate 

16 and variable rate baad ~~t• of your ca.pany'a capital 

17 atructure? 

18 

19 

A 

Q 

Y ... 

And would you alao accept aubject to check that 

20 the variable rate lloada aa tile lut s-ge are ..cliwa term 

21 debt 

22 than one year bu& generally abOr&.r tbaD 30 year• which pay 

23 bondholder• a var~le rate of iDtereat? 

24 

25 

A Yea. 

Q Proa Florida ta.er ~atioa'a point of view, 

c ' a RBOIIW flfUAMM, ILOI!Di liso> 3&5-s5o1 
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1 the iaten.t paid to t.._ balidholderr would be a cash 

2 outflow to t._ DDifli"'UIY, .oulda't it? 

A Yer. 
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3 

4 Q And to the at•t tbat t..._ carh outflows are 

5 variable, would you agree tbat tbey ~re .. nt a form of 

6 financial acertaiaty 01' a-lA to tile COIIPUY'I 

7 A 
':> 

.. 11, ,.., tO·.tbe ea•t that they are variable, 

8 but the bulk of Plori~ to..~'• boad obligation. are fixed 

9 pay.ent abllgatiOM. 

10 Q If you could ple ... look at the row at the bottom 

11 of the lut ~ or tbe Mt of za.. tbat.' r labeled 

12 •rive-Year ~ lolld lat•· • llauld you agree that 

13 theae rater are a ~eo-able ... .ure of the riak-free rate 

14 for .ediua tem ll•«r? 

15 A 'riley an a ~eoneb\e ...... n . There are 

16 alternative•. ac.. people lib to u.e a longer rate than 

17 five yeara u a riM•fz. rate, but it.'a one •aaure that 

18 can be UMCI. 

19 Q 1tow if you could pl•• take ~ look at the two 
.. 

20 yaara, 1192 and 1993 iD particular. In 1992 Plorida Power 

21 Corporation had ao outatendtag vaa-iable rate boadr; ir that 

22 correct? 

23 A 'l'hat'a correct. 

24 Q 'fbeD ia lttJ, aclaord~ to ftoricla Power 

25 Corporation' • earaiDge .urwillaace zoeportr -- I ' m rorry, 

TAitlM..ui&, PLOitM cisO) 1es-55o1 
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1 if you could tum to, I beline it' • tbe fourth page of 

2 this exhibit coatainiag tlae OIWIPallY' a, Florida Power 

3 Corporation'• ~ ~illaace ~port for 1993. 

4 001111•1~ CIUlCIAa !'be fCN&th page? 

5 •· IDYDCJ: J beliew it'• the fourth page. 

547 

6 It'a the top left aacaec. Jt'• acbedule 4, page 5 of 9, 

lleYer aiDd. It's a 

8 table titled •rl~ to .. ~ ~atioa Average Capital 

9 Structure, I'P8C acljuated ba8i8., 

10 A Y ... · 

11 Q Okay. ~to tbia report, ia it correct 

12 

13 of variable rata baad• ..,tag J.Jit iatareat? 

14 

15 

A 

0 

Yea, tbat ........ to a. the c-. 
ADd if you tuna Nc:k to the lut page of thia 

16 exhibit. I think u )'QU •tatecl earlier, you would agree 

17 that the rate in lttJ -- .. 11, tbat tbe rate for the 

18 five-year tre .. urr boDd ia a good approxi .. tion of a 

19 riak-free rate, aad for lttJ tbat rata ia 5.07t. Ia it 

20 correct that FlO&"icla ~r COqlo&"atioa ••• paying only 

21 3.3St, which ia a diffareace of 1.72t? 

22 A Yea, tbat' • tbe aritt.etie of the two nu.bera. 

2 3 Q Okay. Doe8 it app1ar to you tbat Florida Power 

24 Corporation waa payiag ua iDtezMt rat~ which wu le•• than 

25 the riak-free rata in lttJ ... tbat tbi• rate ••• 

c • • IDOitW Tir.tiAIWIM, ILditbl ciso) 385-5sol 
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1 aaaociated witb a boDd tbat .. ldeDtified earlier aa having 

2 all the cbaracteriatica of a l'l8ky cub outflow? 

3 A Well, ,.., tbat 1• tile i~~plication of those two 

4 nu.bera, and I think eitbel' witb tbi• queation or ~he next 

5 one I would like to pzovide an eJ!IPlanation, 80 go ahead . 

6 0 I' • 80ny, could yau pl- ~at what you j uat 

7 said? 

8 A I tbink • an .-ttiillr tawanl8 the end of your 

9 1 ine of queatioaing, aad I wuld like to provide at aome 

10 point an explaaatial _.a ... lificatioa to wt.re you're 

11 headed here. 

12 Q Okay. ,.._ if JOU oould .U. that qualification 

13 now, I believe I'a at tbe eDd of-, ~ine of.queationing. 

14 A Okay. I tbiDk your lllplieation i• that you are 

15 &.on.tratiag an iutaace .._n tben 18 a negative riak 

16 pr .. iua where a ri•ky cub outflow boad i8 being iaaued as 

17 a rate that i• 1••• CMil tile r18k·fi'M z-ate. And I 

18 apologize for not bel .. ale to fully explain that right at 

19 the -.ent, but I caD pzovide a na•""'':ler of exa~~plea why that 

20 ia not a correct -- you c:u•t dr• that concluaion frot~t 

21 theae nu.bera. 

22 I -not ~of tbe tez. of tbeae variable 

23 rate bond8, but tbey typically an aa.pla financial 

24 inatrumenta, and let - juat give you a couple of exaa.ples 

25 of what could be goi .. on ben. oa. ia tbat the variable 

f&uiNIUsd, ILOifbi (ISO) 31S-SS01 



1 rate could •tep .. ower ~1•, aDd I tbink the i111p0rtant 

2 concept to keep ill aiad ben u wbat 1• the yield to 

3 .. turity of tbaee part1culH IMIDd•. I 11118peet that the 

4 yield to aaturity 1• ~ 3.J5t. 
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5 If you .. n _to i..ue a flnaac1al in•trument where 

6 for tbe f1r•t f1ft ,.... t ... nte - J.l5 and then it 

7 would •tep up to tt iD t .. aext five year•, 6t in the next 

8 five year• and 7t iD t'- fiaal five ~. the yield to 

9 .. turity OD that boad wuld b8 .ucJa bigber than the initital 

10 3.35t. 

11 full-tel'll ntuna CID tbat ~t, aad it'• evaluated aa 

12 such. So I' • not Nr'iDI tlaat' • .._t' • beppening bare, but 
·~(·, 

13 the ter.8 of tllat llaad I • faiarly certain would provide a 

14 better explanatioa of .-r tbat initial rate i• a• low aa it 

15 is. 

16 ADotber pM8ible eJipl-tloa 1• there are very 

17 often debt in.tru.eat• that are convertible into equity 

18 that repre .. nt a COD8~le value to the inve•tor•. 

19 Typically thoae bond8 •Y go out at a very low interest 

20 rate that i• below a ria-free rate. Tbat doe•n't -an 

21 they have a negative riM pr.tua. -rt.y an a financial 

22 instruaent. so I would~ UDder aay circu..tanc•• take 

23 the n\Uibera you've s--••••tecl here ~ CGII8ider taw. to be 

24 evidence of 

25 MR. DATX.: 8taff would lib to .. t a 

c • • REPORIW tm.NIAIIH, ftbillil (lso) J1s-sso1 
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1 late-filed exbibit of tbe t~ of Plorida Power 

2 Corporation'• variable rate bond•. 
3 
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4 What --

5 

6 

•· ICMT!m: ~ fn. 1ttl, ieaued in 1993. 

a.ll811~ Cltllla ftat will be lxbibit 22. 
··~ 

7 •. llc-41 I a .. will att.-pt to do that • 

8 BY ... KBAT!m: 
_, 

0 Mr. Sc~, 011 ._ 11 of yaua- rebuttal 

10 teatimony You take t.8ue witb Public Ooua .. l Witne•a Larkin 

11 concerning wbether die caa-city aa.t• UDder the contract 

12 are known with certal.aty. Do ,au '-lieve that the•• 

13 pay.ente are fi-.4? 
~ 

14 A I beline that t:My -. far 110ft fixed than 

15 Mr. Larkin auggeat•. !bey are fi-.4 obligationa of the 

16 ca.pany given perfo~ace br OCL. OCL baa ucaecs.d the 

17 required perfo~ to ~iv. tboee capacity payments by 

18 a wide .. rgin tbu far duriag ta. tena of the contract , and 

19 I would couider tbat to be a f'-4 obliption given the 

20 very aubatantial e.calatiOD of tbaee capacity par-enta over 

21 tiM. The point tbat llr. Larkia _. yutel'day where he 

22 wae auggeating than ... .a.. unceEtaiaty ... in reference 

23 to the perfo~ adjuat...at Wider tbe contract. I think 

24 it' a i11p0rtant to ..._. in Iliad tbat ia a ,.El' tiny upward• 
"-t 

2S and downwards adju~t for perfo .... ace relative to the 

fli,JMIASsd, PLOilbi (ISO) 385-5501 
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1 capacity pa,_.ate. aad it i• a ..-rate pay.ent -de to the 

2 cogenerator ~ f~ tbe feoe .alue of tbe capacity 

3 pay.ent. 

Q Are tben .ay prcwieloa8 in tile contract to 

5 protect ratepayen ill tile ceM of __.,.rfor.ance by OCL? 

6 A Y••· t ... n an. 

7 

8 

9 

Q 

A 'l'bere an perfOZ'MIIee pi'OVi•iaee which require 

that OCL pi'OVide • c.a•jJeak c .... lty factor in confo~nce 

10 with the c:aatract, aad tileR an aanctl0118 if tbey don't 

11 meet that perf one.,. OD a nllillg 12 --..th baai•; and 

12 there are al-a pi'OW"iaiaa8 tlanuglscnat tbe c:ontract for them 

13 to ~~eet -cb aDd eftiY oee of tile te~ of that agree~~ent 

14 that affect tbeir dalt.arr of ... ~ to Plorida Power. 

15 Q If you oould pl .... nfer to eo.po•ite Bxhibit 4 

16 containing your late•flled defo.ition exhibit•. 

17 A Ye•. 

18 Q On page 17 of tbat ablbit, I believe that' a your 

19 Late-filed DepoaitiOD WXhibit .u.ber I, tbi• exhibit shows 

20 the .o•t recently updated ~-caee analy•i• of ratepayers• 

21 saving•; i• that correct, or Plorida Power Corporation's 

22 moet recently updated aaalf818? 

23 A 

24 (WI'TIIU8 aa¥1...., DOell Ill f18) 

25 •· ~~ 18licb late-filed abibit are we 

c 6: N JtBPORi&i fii.LNIAJI&, Plbildl 
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1 referring to? 

2 --~· l'a refecrlng to the Late-filed 

3 Depoaitioa Bxhiblt • ..,..._. 1 • 

• . lie&*: Blgbt? 

5 

6 ... ...,... Okay. 

7 A 

8 Q lrould ,au .. ~ tllat 8CCO&'dJ.Dg to tbla analyaia, 

9 capacity ~t• •mteE' tile cc.tnct total 451.919 ail lion 

10 dollar• aDd aake .., appl'•i•tely 'St of tbe contract coats 

11 during tbe buyout ,.ant 

12 

13 

A 

Q 
' 

14 capaei ty aad energr to nplace tile lut ten year• of the 

15 OCL contract? 

16 A I'• aor:zy, 

17 Q Doea Florida ~r CDcporation expect to need the 

18 capaci.ty and energy to np'-ce tbe lut t• yeara of the 

19 OCL contract? 

20 

21 

22 

A 

Q 

A 

COUld you pl- aplaia wily? 

Nell, it'a our -· I gue .. I'd characterise thia 

23 aa a baae-caH or a atatua quo aaalpia. Given that it' • a 

24 long-terlft projectloa, •'n --'-1 c:aatinuecl cuat011er 

25 growth, continued need to add new oepaclty, replace 

c • • iii&IW fiiUIIUi&, Kdlidi (156) 315-5501 
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' 
1 exi•ting capacity u it ntU.1 aDd tllat out in tbia ti• 

2 fra•, if w did not ...,. .. 11~ fro. the OCL contract, 

3 it would be neceaaary to ~lace tbat c~city and energy 

4 with another aource. 
' 

5 Q HU Florida h•r CloqloratiOD perfor.ecl any 

6 reliability •tudiea ~icb abaw tbat replace.ent power will 

7 be needed during tbe au,aut ,..., 

8 A llo, Florida ,._.r, • aon.1 pn'ectiona are for 

9 ten year•. Occuiaaally • F out beyaad ten year•, but in .. 
•· 

10 all hoDe•ty, tbe aaly tbi.Jw you caD do out in tbat extended 

11 time fr ... ia to ...... a aoatiauatiaa of trenct., ao it 

12 would indicate a Dee~ for a.peclty. 

13 Q WOuld you ...-- tut ... -lpi• of tbe buyout 

14 aaauaing no replac•••at pcNer caa be vi....S •• an upper 

15 bound to the expected nt.,.,.r ._.fit• naulting fro~~ the 

16 buyout? 

17 A I IIOUld NY ia -ral ,... I'a aot fully aure 

18 of the i~licationa of tbat ~ion, but I'll •ay yea. 

19 Q Under your Late-filed Depo.itioa &xbibit I, what 

20 would the net preHDt value be if JIO replac.ent power ia 

21 required? 

22 A It would be 10t,I10,000. 

23 Q WOuld you .. 1.. tbat tbi• e.tiaate 1• dependent 

24 on Florida Power c:orpc.-atioa' • coal price fonca•t and 

25 di•count rate ... ~iaa? 

fii,I>JIAiftl, PLOiibi (isoJ Jis-5501 
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2 0 llr. ._. aabd )'OU il t ..... would be a rate 

3 i..,act for rat••,.a ONI' tM ..at fl.e ,_are if the 

4 buyout i• app:cwild. Do you ~11 tbat? 

5 A Y ... 
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6 0 Haft you .. tt.ated tba rate i..,act for a typical 

7 one thouaand kila.att bour ~ideatial cu•ta.er•s monthly 

8 bill? .. 
~·=· 

' 
10 

A 

0 

~ 

Ye8. w baw. 

ADd .... i8 tllat i ... •ct? 

11 A It • • .-tt.-ted to lie iD tile range of 30 cents per 

12 ..egaw•tt hour over t• fift•,..r period. 

13 CCIMUal~ CIMKa ... t doe8 that Man in terms 

14 of the bill of •••baLip '*' purcba•• a thouaand kilowatt 

15 bour•? 

16 It IIDUlcl be - • well, for --

17 It 

18 CCWII·I~ eiMKa Okay. 

19 0 Alll ript. Goiag MCk to IIY -- going back a 

20 couple of queatioaa. I ••Ired t.bat referring to your 

21 depoaitioa, your Late-llled O.,a.itioa khibit I, I ••ked 

22 if no replac ... nt power 

23 i• required. 

24 

25 

A 

Q Did ,au take into aODOUDt tbe buyout co•t•? 

c • I UJiOII&i fil.fiNIUIL, llbiibi Ciso) 38s-ssot 
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A llo, I did aot. I ju.t elilliaated tbe capac 1 t y 

and energy fn. tM caatn~et ~. 

Q Okay. TalciaiJ iato aceouat the buyout coats, 

would you aaK .. .ubject to ~k tbat the n•t preaent value 

would .,_ ''. 5J1 lli1110D clollan? 

A Y•, I ..ald. 

Q tiiMk ,... 

•· a&~ a ataff ba8 DO 110re que•tion•. 

CQIIIIaiO.. CIM1'1 ...Unct? 

•• lkiW I .JU8t ODe. 

BDl.._,. aAIIIa,.ION 

12 BY •• Jlc4Wia. ;r 
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1 .oulcl ......- M a CII~Mt.at pui"Cbuing power concept to 

2 the capacity pa,..at at~. It haa the effect of 

3 provicli.Dg M IDC-lft to tile aogena to operate under their 

4 contract lor tbe lull ten, but that waa, that ef feet was 

5 not tbe prt.uy 1101' tile acluelw naaon for patterning the 

6 capacity JaP~Int• tllat -.y. 

7 

8 

9 

•· llllcOC.•a ftat'a all I bave, llada• Chairman. 

•· lie Mia ... cl aak for the adlliaaion of 

10 IXbibit• 20 ... 21. 

11 

12 20. 

13 

14 excu.e •· 

15 

a.1•1~ Cl ... a lfo, I think youre are 19 and 

•· lie Mi a Oil, rlgbt '· I bad theta backwards, 

Okay. Witbout objection, 

16 IXbibita 11 _. 10 an ..tlllttecl. 

17 

18 

19 objection. 

20 

•· a&n.Ga 8taff 110Ye8 khibit 21. 

OOIIIIUI~ eiMia It will be adllitted without 

Juat to go ~r t• exbibita, l have Exhibit, 

21 what waa identified M 81dalbit 3 - withdrawn. What is 

22 identified aa llxbibit t la a late•filed exhibit, •• is 

23 Exhibit 22. lllat cia~ caa • look for the late-filed ... 

24 exhibita, Mr. Ja011? 

25 •· IIC•I• I -y aeecl to aak the witne•• on the 

c , • .., ..... , fLOiiDi (a5o) 385-5501 
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1 ti• that -.ld be lD¥01,.. ln putti.ng together J .. a te - f i l t:>.l 

2 Exhibit ~r '· 

3 WI.,_. IOI•Jaa .. can hav. thoae in just a 

4 couple of dap. 

5 All rigbt. Why don't we say 

6 they'll be filed c:~ of -.ia.a Jfovellber 7th. 

7 

8 

•· a&U.a !bat would be fine. 

CDIII•I~ CLIIIra All rigbt. I• there any 

9 .. tter w baft to take up DOW? 

10 OCL at the outset of 

11 the beariag bed Ldlatifi ...... ral proffered exhibits and 

12 one aubetantiwe .-bibit tbat it wiabed to offer without a 

13 I bell.,. *· Chilu identified those 

14 ae being idelatified lD t._ pnbearing order. They are not 

15 in tbe p~•rtag ~1'1 tbey are iD OCL'a prehearing 

16 etat-.at. • tiOUld like to .. t tboae .. &'ked and offered 

17 into tbe recoi"CC •t tbi• t~. Tbe exhibit• are the PPSC 

11 review of ten-year aite plaa. dated Dec.-ber 26th, 1996 and 

19 the Dece~r 26tb, 1fl6 •taff rec~ Jndation in thie 

20 docket; tboee .n tbe t.o exhibit• tbat pertain to the 

21 proffel'. And tile ~tiwe exhibit ia Florida Power 

22 corpol'ation'a petitioa fol' -.PI'O¥al of QP contract• in 

23 Docket 110401, .eaicb iDCludea tile OCL contract. I believe 

24 there ie no objection, Ol' that tbe objection• have been 

25 ruled upon. 

c •• RBPORIBi flllMUI&, fLOifbi liso) 385·5501 
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1 All right. You are asking 

2 me to aaaiga ..cb oft~ exhiblta a nu.ber 1 and we'll 

3 note tbat -· each of tboee it ... a nu.ber •• an exhibit and 

4 that we' 11 DOte tbat tbey an beiag proffered by OCL? 

s 

' 
7 copiea for tbe couzt ~er? 

8 I do. 

Do you have 

' OOIBII•I~ CIMaa All right. Start vith your 

10 firat one ... la. 

11 tbe fint one 1 there are tvo 

12 proffer exblblt8, t~ .ablbita tbat pertain only to the 

13 proffer. tile fint GDe 18 Plorida Public Bervice 

14 cc-iuioa mt..r of t•·,..r •lte plau elated December 26, 

15 1ttl. 

16 

17 

18 

CDIIIal~ CIMK• ... t wa• the date again? 

•. UO.J'Iala Decallber 211 1 tt6. 

Okay. We' 11 urk that as 

1t Proffered IXbtblt 2J. 

20 ~ .. coad proffer exhibit is the 

a1 ataff reca 1.-tt..a wit:la l'e8peCt to the PM order in this 

22 docket a180 ~ Dec1~~ 21, 1111. 

23 caetlUla.llt CIMKa "ftlat will be identified as 

24 Proffered -.bibit 24. 

25 •· &JCJe'ftdliCa ADd tba final eKhibit vhich is not 

c • i W&IW ftr.J:IIUI&, ILOiibi (aso) 3as-sso1 
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1 part of t._ pcoffer la Plozoida tto.r Corp• • petition for 

2 approval of QP CGDtraeta iD Docket t10t01 dated March 19, 

3 1991. 

t 001111•1~ ~~ .. 11, wbat - I supposed to 

5 do with that? I - if cMJ'n 110t proffered, what are 

' they? 

7 •· I.JC»I ... , It ti!DUld be 8Ub8tantive evidence 

a that w eould ...- 1a OU' lwiefa. 

9 CCIIII .. Ia.D CIM.Ka .. 11, all right, ao you're 

10 ukiag for -.t•r altibit tllat ...W aot be 8p0naored by 

11 any wit ..... 'l 

12 •· ftat'• cornet. we have certified 

13 copie•. It'• a •lf·autt.Dtlcatlag ~t, and we 

1t believe that t._ nl....,_ of tbe ~nt appear• on the 

15 face of tbe ~t. 

16 ~~-~~ Cl.aBa Staff; have you had an 

17 opportunity to look at tllla'l 

18 •· Da!'~a Yeah. Jut for the record, ataff 

19 would like to baYe aa objec:tiaa to tbe exhibit• that were 

20 proffered. I dDD't kaow if yau .,ecifieally ruled on those 

21 yet. 

22 CCJMII881a.D CIM&a Rigbt, I'• allowing them to 

23 proffer tbea. I DOte tbat ,OU''N objected to them, and 

2t I've overruled the obj~iaa, okay? 

25 ... ...,~, Okay. 

TALIM.\JW, PLOifDA (a5o) 385-5501 



·.,__: ·' 

~t'!·'~ ~ 
)· 

560 

1 0311J88Ic.a CIMK: 8ut I' • focusing now on what 

2 ia identified aa 25, aad OCL ia uking that it simply be 

4 to tbat? Ill'. ao.. 
5 •· .... , .. ..,_ cli8CU888Cl thia. and I have no 

8 •· D&Tim: CDuld ,au pleaH t .ell me again what 

t 25 ia? 

10 21 1a Plorida Power Corp' • 

11 petition for ~ of gr CGDtracta, including the 

12 1991. 

13 •· D&Tim: Okay. I doa't think we have an 

14 objection to tbat. 

15 All right. Me'll admit that 

16 in the record aa axlllbit 25 witbout objection. 

17 elM? 

Anything 

18 

19 COMCIUI~ CLU.K: Thank you all ·very much. 

20 This bearing ia edj~. 

21 •· a&!'~• Ce~•isaioaer Clark, could we 

22 quickly go over tile date for the briefa? 

23 C:X.I881~ CIMI• I • .orry, yeah. It's 

24 appropriate for u to go ONr tile date• for the briefs in 

25 the traaacril*· Go ahead, Mr. JraatiDg. 

fif.1)6Jid, MbifDA (ISO) 385-5501 
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•· ... 'raG: .. bave 8Cbeduled right now 

14tb aad brief• due on December 

4 cc.aUia.D O.Uia All right. Any objection or 

S probl .. vitb tbat? 

6 ,.,~, 

8 •· lie 'Ra •tw Cllaiz.aa, one llinor .item that I 

t va• juat r.-taded of, at ~ ~ing conference you 

10 deleted OUZ' ~CIJa••• 1 ......... I' J that related to 

11 identifyiDg a Kalldud ·for iateqweaerational fairness and 

12 aaid tbat we could 1Dclude our ~1tion on that into issue 

13 nWiber 2 becau8e it w. ....,ntd. 

14 Okay. 

15 •· Me &he I'd like to aak you if juat for Issue 

16 Nu..,.r 2, wileD tbe .briefa an filed, if we can expand the 

17 SO-word liait tbat w baw. 011 atatiag our pcMition for that 

18 aince we need ~ iaeocporate wbat ia in effect our position 

19 on a wbole new iaaue? 

20 a1111•1~ CLUaa I cloa't - any reaaon to do 

21 that. 

22 

23 

.. • ., •• : Okay. 

001111a1~ Cl.-a• If ,aU find it aaolutely 

24 neceaaary, go alle..S aad do tbat aDd tben juat file a 

25 IIOtiOD •• I ..... , llr. McGee, yau lalow, if you get beyond 

fii,LNIUI&, ILOIIDA C8so) 3es-sso1 
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1 50 .ord8 GD a ,o.itioa, J daD' t kiiOif wbat good it doe• you . 

2 

3 OCIIIIUIO~ CIMia Ia tbere any objection to 

4 him baviag IIOZe tbaD 50 .mla GD bia po11ition on Iaaue 2? 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

...... llo. 

COIIII·I~ CIMia Go aa.ad. 

•· •ala ftenlr:a. 

CCIIIDUI~ CIMaa 'l'balllr you all. 

(--~·· · ) .... -Em- ADJooall80) 

• • • • 
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