Explanation:

Fiscal Note:

Froorsy
/e
’ ”ﬁ#ﬁ"‘ 2 /600&

Florida Municipal Power Agency (FMPA) Costs and Expenses for
Crystal River Unit 3 Negotiations (B)

FMPA has thus far represented the City of Gainesville, d/b/a Gainesville
Regional Utilities (GRU), as GRU'’s and other municipal joint owners and
wholesale purchasers’ agent in negotiations with Duke Energy Florida,
Inc. (“‘Duke”) concerning Duke'’s failed Crystal River Unit 3 (“CR3”) plant.
There are numerous complicated legal and technical issues involved in
these negotiations, and despite this, the negotiations are moving in a
productive direction and FMPA believes there is a possibility that it may
be able to settle some or all of the potential claims against Duke.

Funds are available in GRU’s FY 2013 budget.

RECOMMENDATION - The City Commission (1) authorize the General
Manager, or his designee, to pay FMPA up to a
total of $110,000 for FMPA'’s efforts on GRU'’s
behalf, inclusive of all amounts already incurred
and paid by GRU for the CR3 negotiations with
Duke; and (2) authorize the General Manager, or
his designee, to execute the Authorization for
Increased FMPA Costs and Expenses, agreeing to
pay up to $110,000 to FMPA on GRU’s behalf.

130154 Itr 20130801
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From: "Hunzinger, Robert E" <HunzingerRE@gru.com>

Date: July 25, 2013, 8:26:07 AM EDT

To: citycomm <citycomm(@gru.com>

Cec: "McNeill, Shayla L" <McNeillSL @gru.com>, "Stanton, John W" <StantonJW@gru.com>,
"Hunt, Jennifer L" <HUNTJL@gru.com™>, "Viehe, Kathy E" <VIEHEKE@gru.com>, "Strother,
Rita K" <STROTHERRK@gru.com>

Subject: Background information, FMPA agenda item for 8/1 City Commission meeting

Honorable Mayor and City Commissioners:

As you are aware, the City of Gainesville (through GRU) is a partial (1.4079%) owner of the
Duke Energy (formerly Progress Energy) Crystal River 3 nuclear plant. This plant has been
inoperable since the fall of 2009 due to the well publicized problems that occurred during the
replacement of the steam generators located within the containment structure. Duke has
insurance through a pool of nuclear plant owners, Nuclear Electric Insurance Limited
(NEIL). Thus as a partial owner, GRU has a share in any insurance proceeds.

GRU has also been a wholesale customer of Duke during this period (through our 50 MW
capacity and energy contract). As such, we are also eligible for NEIL insurance proceeds for
energy purchased.

Last Friday (July 19th), GRU received payment from Duke representing our share of NEIL
insurance proceeds for our ownership status in the amount of $2.85 million. This money will
reside in our construction fund for electric. There is no impact on our fiscal year 2014

budget. Also, it would only slightly reduce borrowing needs for future fiscal years. We also
received approximately $646,000 for our reimbursement share of purchased energy under the
wholesale contract from the NEIL insurance proceeds. There is no budget impact, since a similar
amount had been anticipated and had already been included in the fuel adjustment recently
discussed.

GRU had previously received from NEIL insurance proceeds in 2010 our share of purchased
energy under the wholesale contract in the amount of approximately $661,000. This amount was
previously included in the fuel adjustment at that time.

GRU has an agenda item for the August 1st City Commission meeting relative to authorization
of up to $110,000 for our share of staff and legal fees for the Florida Municipal Power Agency
(FMPA). The FMPA is representing GRU, along with the other municipal partial owners and
wholesale purchasers in negotiations with Duke for the myriad remaining complicated legal and
technical issues involved in the ongoing settlement discussions. This strategy has been
successful in prior discussions with the former nuclear plant owner, Progress Energy (who has
since been acquired by Duke), as it allows the sharing of costs and expertise among the larger

group.

Please let me know if you have any questions, or would like additional background information.

Sincerely,
Bob Hunzinger

GM, GRU
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Billing Period Oct 2012

Invoice # 022864

Crystal River 3
Oct Total
Labor Hrs 188 188
Payroll 8,010.02 8,010.02
Overhead 5,206.51 5,206.51
Travel 0.00
Consultant 550.00 550.00
13,766.53 13,766.53

% Allocation 17.12899%
Amount Due $2,358.07
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Date: December 20, 2012

City of Gainesville, Gainsville Regional Utilities
Atin: Accounts Payable

oo W R tH_v >
S o R PN R g %nf K] e

23011

City’s Cast Allocation for CR3 Negotiations with Progress Energy Florida
ggigsgsggggnanmg
Municipal Power Agency for the period March 2012 - October 2012.

1 oof0™

INVOICE

$52,679.12 X 21.99% $11,584.38

:.!..-..Iaazcswbﬁull
rECEVED EC25-H0—

DISC, DATE

.Ur\\‘ .\. amlm

zmﬁmmu.mvmkmbmﬂl

ENTERED
FAID {
# CHECK # !
3
o el
Batance Que $11,584.38
Remit Payment to:

Florida Municipal Power Agency | Accounts Receivabie
8553 Commodity Circle | Odando, FL 32819-9002

T. (407) 355-7767 | Toll Free (888) 774-7606

F. (407) 355-5795 | www.fmpa.com
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Nicholas P. Guarrietlo
General Manager and CEQ

November 12, 2012

Robert Hunzinger
Gainesville Regional Utilities
301 SE 4™ Avenue
Gainesville, FL 32601

RE: Signed Agreement to Represent Florida Cities in Settlement Discussion with Progress
Energy Florida

Dear Bob:

Enclosed Eﬂu@ find a fully executed agency authorization agreement (the “Agreement”)
between the Florida igﬂﬁ& Power Agency (FMPA) and your city for the purposes of acting
as your City’s agent in settlement discussions with Progress Energy Florida (“PEF™) &unbm to
the steam generator replacement and resulting containment building delamination and ongoing
outage at Crystal River Unit 3 (CR3).

FMPA will be contacting you in the near future to have further discussion with you regarding the
status of discussion with Progress Energy conceming outstanding issues relating to CR3.

Please do not hesitate to contact me should you have any questions or require further
information.

Sincerely,

Nicholas P. Guarriello
General Manager and CEO

Enc.

cc: Fred Bryant, FMPA
Dan O’Hagan, FMPA
Jason Wolfe

B5853 Commedity Circie | Oriando, FL 32819-3002
1. (4Q7).3565-7767 | Toit Frae (888) 774-7606

F. (4Q7) 355-5794 | www.fmpa.com

aick. guarriello@fmpa.cam
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Letter to Florida Cities
October 17,2012

Page 2

Agreement between FMPA and PEF, effective as of August 13, 2012, as amended (“the
Confidentiality Agreement™). To assist the Florida Cities in understanding their
responsibilities and to protect them and FMPA, we have attached a copy of the
Confidentiality Agreement as Exhibit A to the Agreement and have incorporated the
Confidentiality Agreement into and made it a material part of the Agreement. With this
language, each Florida City agrees to be bound by the terms and conditions of the
Confidentiality Agreement (and any other applicable confidentiality agreements). Rest
assured, the Confidentiality Agreement takes into account the limitations on confidential
information imposed on the Florida Cities under the Florida Sunshine Law.

Any Florida City can participate directly in the negotiations between FMPA and PEF to
the extent that issues unique to that city arise; however, in order to protect the collective
interests of the Florida Cities, each Florida City agrees not to independently negotiate
with PEF regarding the Crystal River 3 steam generator replacement project and resulting
delamination and outage prior to the termination of this agreement.

To ensure that any required notices find the appropriate person(s) in a timely manner, we
have added a “Notices” provision to the agreement. Please in the signed Agreement
write in the name(s) and email address(es) of the individual(s) from your utility or city to
whom such notices should be sent or provide us with the information and we will add it
to your executed Agreement. In order to prevent delays when a timely response is
needed from your city or utility, FMPA recommends that at least two individuals from
your utility or city be designated to receive notices.

We have received comments from some cities looking for a general indication of the
order of magnitude of potential expenses for this effort. While we are unable to predict
how much this effort will ultimately cost, in order to address such concerns, we have
added an initial cap on total costs and expenses for the collective Florida Cities of
$250,000.! FMPA will provide notice to each of the Florida Cities when and if it
reasonably believes that it has incurred costs and expenses equal to 80% of the $250,000
cap, and FMPA will stop incurring additional costs and expenses once it reaches the cap
until advance written authorization to exceed the cap is received from the Florida Cities.

FMPA has agreed to provide the Florida Cities with updates on the progress of the
negotiations no less than monthly.

! The $250,000 cap is based on the approximate total of costs and expenses that were incurred by FMPA on behalf
of itself and the cities it represented in reaching the previous settlement agreement with PEF concerning CR3 in

2002.
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Letter to Florida Cities
October 17,2012
Page 4

We believe that we have taken into account the comments from those cities that have provided
them. Please contact me as soon as possible if your city plans to enter into this Agreement with
FMPA or just return a signed Agreement. As mentioned in my October 2, 2012, letter, we would
appreciate your response as soon as possible, as discussions have already commenced with PEF,
and we need to begin informing you of the information from those meetings and the information
received to date. As soon as we receive your signed agreement, we will contact you to provide
you with the current status of the discussions.

Yours sincerely,

Nicholas P. Guarriello

General Manager and CEO

CC: Fred Bryant, FMPA
Jody Finklea, FMPA
Jason Wolfe, FMPA

Dan O’Hagan, FMPA

Ken Konkol, City of Homestead

Larry Mattern, Kissimmee Utility Authority

Tim Beyrle, Utilities Commission, City of New Smyrna Beach
Larry Novak, City of Ocala

Chris Browder, Orlando Utilities Commission
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Ganwrsi Manager and CED

Viaz Email .
Re: Increased FMPA Costs and Expenses for Crystal River Unit 3 Negotiations

Mr. Paul Kalv

City of Leesburg
501 W. Meadow St.

Leesburg, FL 34749

Dear Paul:

As you gﬁgﬁggﬁgmgﬁggggggw&&w of
the Crystal River Unit 3 (“CR3™} joint owners and Duke municipal wholesale customers
(collectively the “Flarida Cities™ ugﬁnwﬂngnaggﬁggﬁ
%E&gmﬁgﬁgggggﬁgén&gﬂgg
retirement of the plant As we have previously discussed, there are numerous complicated legal
and technical issues involved in this matter. Despite this, the negotiations are continuing and I
believe there isa g%&ﬁm@@}gwmu&mmﬁgngnﬁwmgﬁn?&nﬁﬂ

%ggg .

?%?uﬁgﬁﬂguggnﬂw%&ngﬂggsggggg
;Q?ﬁﬁﬁgguﬁgﬁ%g%ggaﬁ “Agency Agresment™).
Pursuant to the Agency Agreement, FMPA’s total costs and & e relating to the CR3
%ﬁﬁgsgﬂggsﬁgﬁ&g ggg%&ngnﬁg
and FMPA gﬁ&ﬁ%ﬁ%ﬁﬁn?ﬁﬁ&ggggm&@%g@o@
(La. $200,000).

! The Florida Cities are: City of Alachma; City of Bartow; City of Bushnell; City of Chattahoochee;
Gainesville Ragional Utilities; Town of Havana; City of Homestead; Kissimmee Eé%g
of Leesburg; City of Mount Dora; City of Newberry; Utilities Commissicn, City of New Soyyrma Beach;
City of Ocals; Orlando Utilitics Commission; City of Quincy; City of Williston; and FMPA All-
Requirements Power Supply Project.
Sumgs.ee _Qaan.mﬁﬁg
T. (407} 3S5-7767 | Tall Frae (SBE) 774.7606
E (00 SH8.AT9 | wew fripa.com
nick. guarrislio@mps. com:
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A E—aﬂmuﬁmaﬂma Increased FMPA Costs and Expense

gg&%&ﬁ?@ﬁéﬁﬁ&gg&gg% a total of $500,000) in
Eﬁﬁna@&ﬁiﬁ&ﬁ%gggﬁggg v Progress
ggguﬁgﬁgﬁﬁmggggﬁg%
%Eﬁgﬁgﬁﬁgggggag
retirement of the Crystal River 3 Plant. FMPA's ﬁﬁﬁnggu&ﬂg&&n
gggﬂ&cﬁﬁﬁg Eh&nﬁwﬂﬁnﬂaﬂuﬂnhﬁn advance written
conseat. g@mﬁnggeﬁmaﬁm%mgnﬁﬂgﬁgﬁ when FMPA
g&@%@&ﬂ Eggﬁﬁm%ﬁ%ﬁugﬁoﬁﬁn%
$250,000. FMPA's incurrence of such costs and expenses, <, and Leesburg’s obligation to
g?ﬁng&?n %E%ES&B&% is subject to the Ageacy
.%ﬁaﬁaﬁngﬁg@m,ghﬂmwﬁm gggﬁ?%ﬁwﬁam&
gaﬁsgaﬁgwg

Lesshurg

by

{please print name})

Date:

FLORIDA MUNICIPAL POWER AGENCY

Nicholas P. Guarriello
its General gﬁnﬂmb

Date: Jume 14,2013

8553 Somenadity Civrels | Orands, FL 32813-3C02 '

T A0T BEITIET | Toll Fres (BE&) 774.7408
7. 0A07 3555094 | v, fmpa com
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