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One Energy Place 
Pensacola. Florida 32520 

Tel 850.444.61 11 

ASOUTHERN COMPANY 

June 8,2001 

Ms. Blanca S. Bayo, Director 
Division of Records and Reporting 
Florida Public Service Commission 
2540 Shumard Oak Boulevard 
Tallahassee FL 32399-0870 

Dear Ms. Bayo: 
01 02727 -€)  

RE: Gulf Power Company's Petition for approval of purchased power 
arrangement regarding Smith Unit 3 for cost recovery through recovery 
clauses dealing with purchased capacity and purchased energy 

Enclosed are an original and fifteen copies of the following to be filed with the 
Commission: 

1. Petition. 

2. Motion for Expedited Treatment and Request for Procedural 
Schedule. 

Also enclosed is a 3.5 inch double sided, high density diskette containing the 
Petition in Word format as prepared on a Windows NT based computer and the 
Motion in Wordperfect format. 
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Jeffrey A. Stone 
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Commissioner J. Terry Deason 
Commissioner Lila A. Jaber 
Commissioner Michael A. Palecki 
Mary Andrews Bane 
Harold McLean 
William D. Talbott 
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BEFORE THE FLORIDA PUBLIC SERVICE C1OMMISSION 

IN RE: Gulf Power Company’s petition for 

regarding Smith Unit 3 for cost recovery ) Date Filed: June 8, 2001 

) 
) 

1 
) 

Docket No . :  3 / -Ill approval of purchased power arrangement 

through recovery clauses dealing with 
purchased capacity and purchased energy. 

PETITION 

Gulf Power Company (“Gulf Power”, “Gulf ’, or the “Company”), by and tlirough its 

under s i g ned at to rne y s , her e by petit i oils the F lor i d a Pu bl i c S e rv ice C1 o m ni i s si on (‘ ‘ C o in in i s s io 11”) 

to approve a proposed purchased power arraiigemeiit regarding Smith Unit 3 for cost recovery 

through the cost recovery clauses designated for addressing the recovery of costs associated with 

purchased capacity and purchased energy. The regulatory treatment requested herein is in lieu of 

the alternative of rate base treatment of Smith Unit 3 as a Gulf owned generating resource with 

the associated customer coniniitineiit to recovery of all costs associated with the unit over the life 

of the plant. As grounds for the relief requested by this petition, GulEPower respectfully shows: 

1. Notices and coinniunications with respect to this petition and clocltet should be 

addressed to: 

Jeffi-ey A. Stone, Esquire 
Russell A. Badders, Esquire 
Beggs & Lane 
P. 0. Box 12950 
Pensacoh, FL 32576-2950 

Susan D. Kitenour 
Assistant Secretary and Assistant Treasurer 
Gu 1 f Po we r C o nip any 
Oiie Energy Place 
Pensacoh, FL 32520-0730 

BACKGROUND 

2. Gulf is a corporation with its headquarters physically located at 500 Bayfront 

Parkway, Peiisacola, Florida 3250 1 . The Company’s mailing ddrcss  for its corporate 

headquarters is One Energy Place, Pensacola, Florida 32520. The Coiiipniiy is an 

investor-owned electric utility operatiiig under the jurisdiction of this Coinmission. 
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3. Gulf is currently operating under a revenue sliari ng plan t-csul ting li-oiii n 

stipulation approved by Order No. PSC-90-2 I3 I -S-EI. The stipulation sctling up tlic I -CV~I ’ IUC 

sliaring plan contains several key provisions including a rcstriction 011 tlic Coiiipany sueking an 

increase in its base rates that would become ef‘fective beIbrc the in-sci-vice ciatc Ii)r Smith Uni t  3 ,  

a 575 megawatt (“MW”) gas fired combined cycle generating plant currently L I I I ~ C I *  construction 

at Gulfs  Smith Plant outside Panama City, Florida. Revisions in the Coinpany’s adjustment 

clauses have not been subject to such a restriction a i d  the resulting cost recovery factors have 

varied during the term of the revenue sliaring plan stipulation. The inclusion of capncity costs 

associated with the proposed purchased power arrangement in the Ibctors fix- the calendar year 

2002 recovery period does not violate any provision of the revenue sharing plan stipulation. 

4. Gulf currently has two capacity purchases subject to recovery through the 

Company’s capacity cost recovery clause that are scheduled to expire prior to tlic Summer 2002 

in  recognition that the new Smith Unit 3 goes into comiiiercial operation in  June 2002. As a 

result, the level of capacity purchases subject to recovery through the capacity cost recovery 

clause from current sources will be reduced as the new capacity purchase froin the proposed 

purcliased power contract becomes effective. ‘rhe purchase of Smith Unit 3 capacity through the 

proposed purchased power arrangement will also result in reductions to GiilF s Southern 

Company Intercompany Interchange Contract (“IIC”) capacity equalization payments on a going 

forward basis.’ Due to the significant net effects of these changes in the conipr~si tion of Ciulf’s 

’ While the amowit of the capacity payments under the new contract is subject t o  a rcquest for 
confidential status (see paragraph 14 of this petition) atid is consequently not disclosed here i t  
will certainly increase the Company’s total capacity costs. At the same tiine. Giiil’s other above 
nientioned capacity payiiients will decline by more than 50% during the cnlendx year 2002. 
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capacity purchases, the dollr~r- amount of Gull’s capaci ty piircliases will vary sigiii licantly li-om 

ycar to year and the capacity cost rccovery clzuise is thc iippi+opi*iatc \ ~ l ~ i c I c  to provide Ibr the 

tracking and true-up of such costs. 

5. PLirsuant to Section 403.5 19, Florida Statutes, and I<LIIC 2.5-22.08 1. Florida 

Administrative Code, on March 15, 1999, Gulf petitioned the Clommissio~i for a deterinination of 

need for an electrical power plant, Smith Unit 3, to be located at C;Lilf7s Laiising Siiiith facility in 

Bay County, Florida. The proposed power plant is a coiiibined cycle gas w i t  with a net capacity 

of 5 19 megawatts. In an augmented power mode, the proposed power plant call produce 575 

MW. Gulf proposed the unit to fulfill a 427 MW need beginning in the suiiinier of2002. 

Pursuant to Rufe 25-22.082, Florida Adiniiiistrative Code, Gulf issued a Request for Proposals 

(“RFP”) for capacity alternatives to the proposed Smith Unit 3. Although there were several 

competing proposals submitted through the RFP process by third party providers, upon 

evaluation of the alternatives it was determined that Smith Unit 3 was 11101-e cost-effective when 

compared to the closest alternative unaffiliated third party proposal. On June 7, 1999 in Docket 

No. 990325-E1, this Commission held a hearing regarding the need for the 575 MW of capacity 

from tlie Smith Unit 3 pursuant to the Florida Electrical Power Plant Siting Act. AFter 

coiisideration of the evidence, the argunients of the partics, and Coinmission Stall- s 

reconmiendation, the Conimission voted unanimously to grant Gu11’s petit ion for a tletermination 

ol‘ need. The Commission concluded that G ~ i l f s  proposed Smith LJiiit 3 \,vas tlie most cost- 

effective alternative available to Gulf Power’s customers. 

6. 

clause (“PPCC”). As noted in Order No. 25773 issued February 24, 1992. pursuant to 

1 eg i slat ive directive the Coin 111 i ssion has active I y encouraged F 1 o L‘ i d a ’ s e I e c t 1- i c LI t i I i ti e s to 

In 1992, tlie Coinniission established the purchased power- capacity cost recovery 
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purchascd power from reliable sources in order to niiiiiiiiize the construction O F  iicw generatiiig 

capacity. The establishment of the PPCC was consistent with this Icgislative clircctive because it 

serves as an incentive for utilities to purchase power rather tliaii coiistruct new capacity. 

Recovery of Gulf‘s proposed purcliased power ai-rangeiiient through tlie PPCC is also consistent 

with this legislative directive and past policies of the Coniinission bccausc tlie shortcr life of the 

proposed purchased power arrangement will avoid a conimitnient to the ncwly constructed Smith 

Unit 3 for the life of the unit that would come from traditional rate base treatment o f  the new 

unit. 

7. During the last 5 years there has been a significant expansion of conipetition in 

the electric wholesale market. The Federal Energy Regulatory Commission (“FERC”) has 

prompted some of this activity through a number of orders, iiiost notably the issuance of Order 

No. 888. As part of this expansion of competition in the electric wholesale market, Independent 

Power Producers (“IPPs”) have built and plan to build significant aiizo~ints of iicw generating 

capacity. The State of Florida has also addressed iiuiiierous issues concerning wliolesalc 

competition, aiid the FPSC has received several applications for need certifications for so called 

“iiiercliaiit plants” as well as more traditional need applications that have contractrial provisions 

to serve a Load Serving Entity (“LSE”). There has been i i i ~ ~ l i  debate and conti-oversy over the 

legality ol’ the “tnerchant plants” in Florida. This debate aiid the need to acfdress o tlier important 

issues such as reliability, environmental protection, aiid fuel diversity in the geiieratiiig mix 

resulted in Govei-nor Bush’s establishment 01. a “blue ribbon panel” to study a series 13 I‘ issues. 

Although the 2020 Study Coiiimission will issue its final report in Deceiiiber of this year, i t  1x1s 

already issued an interim report on wholesale market restructuring in J a i ~ i ~ y  c> k’ this year and 

made a recommendation that may be relevant in evaluating this petition. I n  the seclioii of the 
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2020 C’ommission’s intcritn rcport cnt itlcd “’I’ransfkr 01. Ihisting (iciici-;ilioii Assets out  o f  ICatc 

R asc , ” the s peci G c reconiinend at i o 11 s c 11 v i s i c) 11 a t I;i 11 s i 1 i o n pcr i o d t o ;I co 111 17 c t i t i vc ma Ike t o vc r a 

6 year period and that plants under construction by ii iltility wo~ilcl Ix ti-ansft-red to ;in af’filiated 

exempt wholesale generator (“EWG”). The report finds “. . . that invcstor owned load serving 

utilities sliould no longer be in the business oi’owning and operating generation.” Although 

there is ongoing debate about whether to implement the recoiiimend,ztions: ol’ the 2020 Study 

C c) ni 11-1 i s s i o 11 ’ s i i i  t erini rep0 r t, part i c u 1 ar 1 y w i t 11 reg a rd to tli e treat ni e 11 t o 1’ e s i s t i ii g ,g e n er at i ng 

capacity already in utility rate base, numerous coniinents by interested parties duri iig the 2020 

Study Coinmission meetings indicated strong support for a policy that new generating units 

sliould not be added to utility rate base. While Giilfs petition is not intended to meet every 

specific recommendation of the 2020 Study Comniission’s interim report, this request [or cost 

recovery clause treatment of tlie purchased power arrangeiiient for Smith 1 Jiiit 3 proposed 

through this petition is entirely consistent with the policy direction o f  thc intcrini report towards 

the establislinient of a more competitive wholesale market for electric powcr, and is a kiirst step 

toward positioning generating assets to coinpetc in  the open market. I n  a recent Florida Power 

Corporatioil docket related to the deterniination of need for 1-Iines Uni t  3 (Llockct N o .  001 064- 

EI), tlie FPSC Staff raised a concern that the advent of  electric generation rcstructwing would 

lead to econuiiiic uncertainty, raising potential risks Ibr Florida rntcpay crs ‘fhc Staff left open 

the potential that the Commission might further explore the policy issuc o i’ ob1 igating customers 

to the 25-30 year life of a power plant. Gulfs  proposed purchased power ;irr;mgement is 

consistent with recent trends toward changes in the competitive wholesalc iiiarltct m d  also 

provides a viable alternative to traditional rate Lmso regulatory treatnicnt o f  the Smith LJnit 3 

genera t iiig y laiit . 



cxistiiig under the laws of the state of Delaware as an operating company subsidiary o r  Socrtlicrn 

Company. Southern Company Services, Inc. (“SCS”) petitioiled the FERC’ to include Southern 

Power as a h l l  and equal participant in the IiC to h a r e  in tlie belie fils and burdens of. that 

arrangement. Approval by the FERC for that aiiiendiiicnt to the 1Ic‘ was bascd on tlie iiew 

company being viewed as a natural outgrowth of the coinpetitive wholesale niarliet that lias been 

promoted by FERC, and as a coilsolidation of the wholesale activities that were being conclucted 

oii a “piecemeal” basis by tlie other five Southern operating companics.2 ‘I’liis iiieaiis that while 

Southern Power is subject to the Southern electric system power pool’s operating, dispatch, and 

reserve requirements, its generating resources can be used to meet the needs of wholesale 

custoniers in the Southeast tlirough bilateral purchased power agrecnicnts. I t  is also intended 

that Southern Power will be used in the future to simplify resource planning and expedite 

decision making on the Southern electric system. The authority to engage i i i  transactions under 

the Southern electric system’s Market Rate Tariff was also extended to Soutliern 1”C~wer thus 

facilitating its ability to develop iiew wholesale generation projects in  the Southeast. Soutlierii 

Company Services, Inc., 91 FERC 7 61,259 (2000). 

9. In an effort to t i r l f i l l  the obligations to Gill r s customers that led the Coiiiinissioii 

to certify the need for Smith lJnit 3 while at the same time position the Coinpany’s custoniers to  

take advantage of the likely changes in the wholesale market For electiicity that will occur during 

the life of Smith Unit 3, Gulf has cngaged in a process of evaluating and developing a prol~oscd 

purchased power arr ang enient wit 11 Sou them Po we I-. D i s cu s s i o tis bet we e 11 Ci u 1 f a 11 d Souther 11 

Power after the conclusion of thc 200 1 legislative session have culminatecl in an agrucincnt 

~ ~~ 

Gulf Power Company, Alabaiiia Power Company, Gerogia Power Company, Mississippi Power C’oiiipany and 
Savannah Electric and Power Company. 
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regard 

1: I: RC 

Unit  3 

ng such an arrangement that is sub.jcct to the t-cgulatory appi~oval  01’ both thc ITSC and 

Gulf now wishes to prescnt this ~ m q ” d  purchased power art-angccmcnt I-cgarding Smi ti1 

to the Comiiiission fi7r its review and approval as a iicccssziry prerequisite to a tiling 

bcfore the FERC. 

10. If the proposed purchased power arraiigeiiient regarcling Smith IJni t 3 is approved 

by the Conimission, Gulf and Southern Power will then fJe the agreement with the FERC and 

seek its approval pursuant to the requirements of Boston Edison Company Re: Edgar Eiectric 

Energy Company, 55 FERC 7 61, 382 (2991) (“Edgar”); Aquila Erlcrgy Marlteting Corp., 87 

FERC 7 6 1,2 17 (1 999) (“Aquila”). 111 Edgar, the Coiniiiksion desci-ibed three non-exclusive 

ways to denionstrate a lack of affiliate abuse in the context of a market-based transaction 

between affiliates. In Aquila, the Coinniission reiterated its holding in Edgar and, in  so doing, 

summarized the requisite finding as follows: 

[I111 analyzing market rate transactions between an affiliated buyer and seller, the 
Coinmission rnust ensure that the buyer has chosen the lowest cost supplier from among 
the options presented, taking into account both price and lion-price terins ( i  .e., that the 
buyer has not preferred its af’f’iliate wi tho~t  justification). 

87 FERC at 6 1,857. After considering the bidding process used to select a supply alternative, the 

Coininission concluded that the affiliated seller i ti Aquila had “sufiiciently deinonstt-ated that the 

rates under the [contract] are 110 higher than the price [the affiliated buyer I would Iiave paid to 

purchase power k’r’r.0i-n c?. non-affiliate”, thus satisfying the requirements set forth in Edgar. 87 

FERC at61,858. 

PURCHASED POWER ARRANGEMENT 

1 1 . As explained more fiilly below, if approved by the Commission for cost rccovery 

in accordance with the request made through this petition, the proposed purchased pwver 
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ar-~-aiigenieiit bctween Gulf and SoLitlierii Power cxccutcd hy thc partics on .lune 8. 300 1 will bc a 

market-based arrangement that provides for the salc to C i L i I  I‘ J’owcr of. tlic h i l  o~rip~it  

(approximately 575 MW) Iiom the new coiiibincd cycle gcncrating uni t  linown iis Smith U n i t  3. 

Approval of the proposed purchased power arrangement first by thc ITX’ and tlicn by the FERC‘ 

will ultimateiy result in the ownership transfer of Smith I J i i i  t 3 to Southern Powct- prior t o  

coiiiiiiercial operation of the new unit. This ownership transfer wi I 1  mean that the new unit will 

never be part of the utility rate base of Gulf Power. 

12. The proposed purchased power arrangeinent between G u ~  1‘ and Southern Power 

has two distinct parts with different lengths of contract t e rm.  The first part is the purchase of 

capacity under a 1 0-year contract with Southern Power. The capacity purchase portion is 

generally similar to other purchased capacity arrangements Gulf has entered into with various 

suppliers which are recovered through the capacity cost recovery clause. I I is structured around a 

capacity charge which provides Gulf Power with fllrst call rights to the energy produced by the 

unit. Gulf will have the right to economically dispatch tlie operation of the unit and take energy 

when i t  is cost effective to do so. The resulting purchases of energy would csseiitially be the 

same as energy purchases made under similar purchased power ;irrangcnicnts G u l ~ .  has ciitered 

into with various suppliers. Such energy purchases are noriiially recovered through tlie f k l .  and 

purcliused power energy clause. 

13. The second part of the proposed purchased power arrangement entitles G~ilf  

Power to call upon Smith Unit 3 fbr needed voltage support in the Panaim City arcti. C;ulf”  call 

on the unit to operate for voltage support would occur whcn the unit is not otherwise operating, 

either for Gulf during tlie 10 year term of the capc i ty  purchase por~ion 01’ the proposed 

purchased power mangenielit, or for another purchaser during the 1 0-years fol lowi iig the 
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expiration of the capacity portion o f  the proposed prchascrl power ari*;ungcnient. When Gulf’ 

issued its RFP in  the Smith Nccd Dctcrniiiiatioii process. i t  inacle cicnr that capacity for vohage 

s~ipport was needed in the Panama City area. Absent this gcogrqhically critical voltage support, 

significant aiiiounts of clectrical transniission would havc 10 be biii I t .  Although gas 

transportation capacity is 111orc expensive for the E”iiia C‘i ty  :ii-cii cumpared to lcss cxpe nsive 

areas outside Florida, locating the generating capacity ticcded to incet Gulfs  system load 

forecast at Plant Sniitli, will enable the new generating uni t  to also be used [or  needed voltage 

support in the Panama City area. Thus the new generating unit not only satisfies a capacity need 

but also eliminates the need for more expensive electrical transmission Fxilities that would be 

associated with generating capacity located outside the area. The increased costs for gas 

transportation relative to other locations outside Northwest Florida are inore than olfset by tlie 

saviiigs due to avoided electrical transniissioii facilities. I n  order to ensure that Smith Unit 3 has 

aii adequate supply of gas transportation, Gulf/Soutbern entered into a 20-year h i  gas 

transportation agreement specifically designated for Smith Unit 3. The voltage support portion 

of the proposed purchased power arrangement has a teriii that corresponds to the last 10 years of 

tlie 20-year term of the fkm gas transportation agreement. The pricing o l  the voltage support 

agreenient contains a charge for capacity equal to the location ~ ~ r c n ~ i i i m  of the fllrrn gas 

transportation related to Siiiitli LJnit 3’s location in  the Paimna Ci ty  area ;ind is otlicrwisc siinilar 

in form and structure to a capacity reservation charge under purchnsed capacity contracts. 

14. The specific terms and conditions of the proposccl purchasccl power arrangcnient 

are considered confidential proprietary busincss information of Soiithcrn Powcr at ic l  Gull’ A 

complete copy of the proposed contract is being kiled with the Commission pursuant to a 

separate notice of intent to request confidential treatment. Altlioiigli Gulf is coinmi tted t o  
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providing thc Commission the information necessary h i -  i t  to riilu on this 1-cqiiest. h c  iiat~ire 01. 

tlic coni pe t i t i ve wliol esale markc t in which Sou tliern I'owc I- opcra tcs reel 11 I res t Iia I t I I C  

confidentiality of tlie specific terms and conditions of' this proposccl purchased po\vcr 

arrangement be assured in order to safeguard it from the cuiiipetitivc disxlvaiitagcs that could 

result from disclosure. Otherwise Southern Power would not enter into such an ag~-eenicnt with 

Gulf, aiid Gulfs  customers would not have this opportunity to benefit from the achantages 

offered by this arrangement ~ i n c i  similar opportunities fbr pLirchascc1 po WCI- li-uni c i I licr Soutlierii 

Power or unaffiliated wholesale providers at the end of thc 1 0-ycar tcriii for the capacity portion 

of the proposed purchased power arrangement. As discussed below, these opportunities would 

be foreclosed to Gul fs  customers because Gulf would be forced to pursue rate base treatineiit of 

the new generating capacity with the associated coiiiiiiitiiieiit for tlie life of the plant. As a result, 

under Gulfs  notice of intent to request confidential treatment atid any subsequent request for 

such treatment, Gulf will specifically advise the Coiniiiission that Southerii Power would not be 

willing to move forward with the agreement, aiid thus Gulf could not move fo~-w;trd with the 

request in this petition, if the Commission iiiteiids to deny conficlcntial trcatment to the specific 

terms and conditions of' the proposed purcliased power arrangement. G~il  f' will spccihxlly be 

asliing the Commission to agree that the documents can be returned to Gul t' upon withdrawal of 

this petition, which Gulf would iiiteiid to do if tlic C'oiimission decides it canno t  grant Gulfs  

request for confidential treatment. 

DISCUSSION 
~~ 

1 5. Gull's proposed purchased power arratigeinent provides the oppor t  u i i i  ty Cor 

certain benefits to accrue to ratepayers that would not be available if the costs associated with 

Sinitti U n i t  3 were iricluded in rate base and operating expenses, and recovered through b;ise 
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rates. The initial term of flit proposecl purchased power arrangcmcn~ is hi. tcti y c ~ s  as 

compared to the estimated dcpreciable life of Sinith Unit 3 o f  thirty years. As  statccl carlier t i1  

this petition, the trend in the electric industry is towards a i i~orc coiiipeti tivc wliolcsale tiiarlioi lbr  

generation. At the end of the 1 0-year tertii of the proposed purchased power tirraiigcment, Cii i l  I‘ 

would meet its incremental capacity tiecds with capacity available ii.oni s d i  ;I competitive 

wholesale market. Any reduction in costs, such as those resulting from tcchiiological 

development or other productivity improvements, would directly benefit Gulf’s customers. Also, 

Gulfs customers would not bear any risk associated with stranded costs rclated to Smith Uni t  3, 

since it would not be owned by Gulf or included in the Coiiipany’s ratc base. Whcn Smith 1Jnit 

3 is placed in service, the capacity purchases that Gulf is currently malting froin the IIC and ii-oin 

other utilities will decrease significantly and partially offset the cost of the new capacity. These 

costs are currently being recovered through the purchased power capacity clause. Recovery of 

tlie proposed Smith Unit 3 purchased power arrangenient tlirougli the PIc’C‘C would nmtcli up  the 

timing of the costs of this new capacity with the timing of tlic rcduction in costs associated with 

other capacity purchases that would no longer be niade. 

16. The proposed purchased power arrangeiiicnt for Sniitli Unit 3 is bcing presented 

to the Commission as an alternative to traditional rate base treatment of utility owned generation. 

Although 110 one can know exactly what the wholesale electric powcr iiiarket will look liltc in thc 

future, approval of this proposed purcliased power arraiigerneiit is ail attciiipt to rcduce the risk to 

G u l f s  customers that the benefits of wholesale electric competition will iiot be available for h a t  

portion of Gulf’s capacity needs reprcsented by Siuith ‘IJnit 3 until thc end of the rtseful life of‘ 

the unit. 
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REQUEST FOR EXPEDITEI) TREATM1CNT 

17. The Company urges the Conirnission to recognize h u  tinic scnsitive naturc of the 

request made in this petition clue to the deadline Cor tiling (3111 f’s cos1 t-ccovcry claiise prqjections 

for the 2002 time period. Such projections arc duc to be filed b y  Scptci~itw 20, 2001. As part o f  

this petition and through the Company’s separate inotion for expcclitcd treutmcnt and request lbr 

procedural schedule filed in conjunction with this petition, Gulf requests a tinal ruling on this 

petition with regard to conversion of Smith Unit 3 to a purchased power arrangeiiient and the 

recovery of the associated purchased power costs through both the capacity cost recovery clause 

and the fuel and purchased power energy clause prior to the end of August. This will to allow the 

Company to consider the results in the upcoming projection filings due in Scpteiiibcr and also to 

provide an opportunity to obtain the requisite approval of the agreement by tlie FERC prior to the 

cost recovery hearings set for November in Docket No. 0 1000 1 -EL The Company specifically 

requests that the Commission set this matter for an early hearing during tlie week ol‘.luly 23 aiid 

issue a final decision on this proposal no later than tlie August 14, 2001 Conmission Confcrence. 

This time frame will aIlow for the inclusion of such costs in the calculations of cost recovery 

factors effective during calendar year 2002 consistent with the June 1 . 2002 prqj ected i ti-service 

date of Sniith Unit 3. This schedule is also necessary so that an appropriate request for approval 

can be filed with tlie FERC alter this Comiiiission has iiidicntccl that i t  approves thc arrnngeiiient. 

In order to implement the proposed purchased power arraiigeiiieiit, it is iiecessary to ciisure that 

all required regulatory approvals are finalized in t h e  to facilitate the transfer o f  owncrsliip of 

Smith Unit 3 o n  or before the coniniercial in-service date. As is the case with all costs 
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rccovered through the cost recovery clauscs, costs incut.red by (;it 11' piirsuatit to tlic proposed 

piirchnsed power arra1igeIiient regarding Smith Unit 3 would t7c sub.jcct to  true-up i f '  thc actual hi- 

service date varies from the projected in-service date. 

1 S. As part of the Company's request for exgedited treatment, C;ulfrepreseiits to tlie 

Coiniiiissioii that the Company intends to provide responses to a1 1 ~.casoiiable data iw-uests mi an 

expedited basis and is willing to meet with the Coiiiiiiissioii Stal'f and otlicrs upoii request to 

address questions regarding the proposal. 

WHEREFORE, Gulf Power Company requests that the Coiniiiissioti approve the 

purchased power arrangement regarding Smith Unit 3 described herein for cost recovery through 

the cost recovery clauses designated for addressing the recovery of costs associated wiih 

purchased capacity and purchased energy, or grant such other similar rclief as is just and 

reasonable consistent with this petition. Gulf further requcsts that the Coimiiissioii inake 

findings that the rates under the proposed purchased power arraiigciiiciit bctween Soutlierii 

Power and its affiliate, Gulf Power, are no higher than the price Gulf Power would have paid to 

purchase power from a non-;iffiliate uiider the RFP process reviewcd and ~lpprovcd by the 



Commission in Docket No. 990325-EI, and that such process resulted in the selection of Smith 

Unit 3 as a more cost effective alternative to purchases from non-affiliated third parties. Finally, 

Gulf Power Company further requests that this petition be considered on an expedited basis in 

order that the Company may make any necessary adjustments in its purchased energy and 

purchased capacity projection filings for 2002 due in September. 

Respecthlly submitted this 8th day of June, 2001. 

JEFFREY A. 
Florida Bar No 
RUSSELL A. 
Florida Bar No. 007455 
Beggs & Lane 
E'. 0. Box 12950 
Pensacola, FL 32576-2950 

Attorneys for Gulf Power Company 
(850) 432-245 1 
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