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Iaaue DESCRIPTION 
l••o. 

\ ,, 

I••ue 1 Should the cUfference between FPL' • purchase 
price and Georgia Power's net original coat of 
Scherer unit 4 be given rate base treatment as 
acquisition adjuat.Jumt on a pro rata basis 
conai•tent with the phased purchase of the 
unit? Cllerta) 

I••ue 2 Doe a FPL, as an individual utility 
r interconnected with the statewide grid, 

exhibit a need for the additional 
provided by Scherer Unit 4? (Shine) 

capacity 

I•aue 3 Is the capacity to be provi ded by the purchase 
of Scherer Unit 4 reasonably consistent with 
the needs of Peninsular Florida? (Shine} 

~••ue 4 How will the proposed purchase of Scherer Unit 
'-· . 

4 affect the reliability and integrity of 
FPL's electric system? (Shine) 

Issue 5 How will the proposed purchase of Scherer Unit 
4 affect the adequacy of the fuel diversity 
for FPL's system? (Taylor) 

Issue 6 Has FPL reasonably considered alternative 
supply side sources of capacity? (Shine) 

Issue 7 Does FPL's power supply plan reasonably 
consider the ability of conservation or other 
demand side alternatives to mitigate the need 
for the capacity represented by the purchase 
of Scherer Unit 4? (Shine) 

I••ue a Is the purchase of Scherer 4 the most cost-
effective •eans of aeeting FPL's capacity 
needs, taking into account risk factors that 
are part of the cost-effectiveness analysis? 
(Floyd) 

Issue 9 Will FPL be able to deliver electricity from 
Scherer Unit No. 4 to its load centers in the 
same time frames in which it is proposing to 
add investment to rate base? (Shine) 
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X..Ue 10 If any transmission f aciliti .. and/or upgrades 23 
~· required to acca.aodate the purchases of 
enU'9Y and capacity already under contract to 
I'PL and the proposed SCherer purchase, what is 

.. the coat of such faciliti .. and wbo will bear 
' ' auch coat? (Floyd) 

XUue 11 Are the fuel supply and transportation costs 24 
presented in FPL'a econoaic analysis for 
Scherer Unit 4 reasonable and prudent? 

~ .~ '•' (Taylor). 
1 

., 
Iaaue 12 Does the schedule being followed by the 

Commission in this case afford all interested 
27 

parties adequ&te opportunity to pr otect their 

' 
interests? (Floyd) 

• x .. u. 13 What effect, if any, does the Scherer Unit 4 28 
purchase have on the Southern/Florida 

I interface? (Floyd) 

I..ue 14 Under what cirCUJUtancea abould the portion of 29 
' the purchase price of a aaeta in excess of book . ' value be liven rate base treatment, such that 

~ amortizat on may be included in operating 
;; expenses and the unaaortized acquisition 

adjuatllent may be included in rate base·r 
_{Merta) 

~ 
Iuue 15 Should the Commission address in this docket 30 

transmission access disputes that may arise 
,n from the Scherer 4 purchase? (Tellechea) 

I~1'6 I a the purchase of an undivided ownership 
interest in Scherer 4 a reasonable and prudent 
investment necessary to enable FPL to meet its 

31 

forecast 1996 
(Jankins/Ployd) 

ayat- load requirements? 

Ian• 17 Should I'PL be authorized to include the 33 
purchase price of ita undivided share of 
SCherer 4, including the acquisition 

; i• -.cUuataent, in rate base? (Floyd) 
!.~ 
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.::' . 

.. Issue 18 

Issue 19 

' 
l 

I• 

Issue 20 

' 

I " 

Jssue 21 

"· 

l Issue 22 

i 

If FPL'• petition is approved, should the 
commiasion impose guarantee requirements on 
the electrical output of the unit and delivery 
to FPL and lt.it the amount of total 
investlaent, operation and .aintenance expenses 
and fuel costa that will be allowed for 
recovery throuah rates? (Plo_yd) 

34 

Should the ComaissiQn accept the Findings of 37 
Fact proposed by the Office of Public Counsel? 
(~loyd/Shine/Taylor/Marta) 

, l·' t 106 proposed findings of fact are addressed 
in this issue 

Should the commission accept the Findings of 57 
Pact proposed by the Coalition of Local 
Governments? (Ployd/Shine/TaylorjMerta) 

t 33 proposed findings of fact are addressed 
in this issue 

Should the commission accept the Conclusions 64 
of Law proposed by . the Office of Public 
Counsel? (Tellechea) 

t 9 proposed conclusions of law are addressed 
in this issue 

Should the Commission accept the Conclusions 
of Law proposed by the Coalition ·of Local 
Governments? (Christ) 

t 25 proposed conclusions of law are addressed 
in this issue 
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TO: 

DOCKET NO. 900796-BI 
JANUARY 25, 1991 

0181 MCIQROVJlD 

Thta dOCket was initiated by Florida Power and Light Company 
(PPL or Coapany) on Beptuaber 28, 1990, when it ~iled a Petition of 
Florida Power ' Light Coapany For Inclusion of the Scherer Unit No. 
4 PUrchase in Rate aa .. , Includinq an Acquisition Adjustment. FPL 
4oea not aeek any rate changes or cbargu to their customers. 

PPL propoaea to purcbaae 76.36t (646 MW) of Unit No. 4 of the 
Robert Scherer Generating Plant, a coal-tired generating unit 
located in Monroe COunty, Georgia. The total purchase price is 
.. ttaated to be $615,504,000, which exceeds the depreciated book 
coat for the portion of the unit to be purchased by FPL by an 
eati .. ted $111,362,307. 

The following parties ~iled notices o~ intervention or 
petitiona for leave to intervene: the Office of Public counsel 
(OPC), Naaaau Power Corporation (Nassau), coalition of Local 
Governaanta (CLG), and the Florida Municipal Power Agency (FMPA). 
All partiea were granted permission to intervene in this docket. 

I 

A hearinq on this matter was held on December 12, 13 and 14, 
1190. Briefs were filed on January 9, 1991. 

n.. atblched ia Mnt to you for: The attached is sent to you for: 

0 Your Information 
0 Further Handling 
i' Neceuary action 
~ Advice on Handling 
o Aelponae 

o Your Information 
0 Further Handling •. ~ =:~ ~:~~~ng 
o Response 
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DIICVISIQB or IISVII 

IIIQI 1: Should the difference between PPL's purchas e price and 
Georgia Power•a net original cost of Scherer Unit 4 be given rate 
baae treataent a~ an acquisition adjustment on a pro rata basis 
conaiatent with the phased purchase of the unit? 

IIK'fWMP'QAfiQI: If the Commission finds that the purchase of 
Scherer Unit No. 4 should be included !n rate base, then the 
acquisition adjuataent should also be given rate base treatment on 
a pro rata basis consistent with the phased purchase of the unit. 
ftia -ount ahould be amortized over the remaining life of the 
unit. 

rotJfiOJ or lllfiis 

DL: Yea, because PPL bas shown (1) that its proposed purchase of 
tbe SCherer Unit No. 4 is necessary and useful for FPL to provide 
reliable service to its customers, and (2) that the acquisition of 
the unit will provide PPL'• customers with the qreatest benefits of 
all the available alternatives. [FPL Brief, page 30]. 

Qm: No. The difference between FPL's purchase price and Georqia 
Power•• net original cost should not be recognized as an 
acquisition adjustment because FPL has been unable to establish 
that ~· purchase price is reasonable. A proper acquisition 
adjustment cannot be quantified because other options available to 
PPL, particularly the UPS response to the RFP with a starting date 
of 1996, appear to be less costly. But even the UPS costs reported 
by the utility appear excessive. If FPL purchases Scherer Unit No . 
4, it should be allowed an acquisition adjustment equal to the 
difference between its lowest cost alternative and Georgia Power 's 
net original coat consistent with the timing of that alternative. 
[OPC, Statement Of Issues And Positions, page 3]. 

DIIAV: This issue is contingent upon the threshold rate base 
issue. The Coamission should take no action on any portion of 
PPL'a petition--including the request for approval of an 
acquisition adjustment--until after any transaction has been 
conauamated an all the pertinent facts can be reviewed. One aspect 
of the review would be FPL's failure to take into account Nassau's 
atandard otter contract and the Commission's policies regarding 
subscription of the designated statewide avoided unit. [Nassau 
Post Hearing Stlltement Of Issues And Posi tiona, Pages 2-3] • 

gfdl: No. The J)Osition taken by CLG in this issue has nothing to 
do with the concept of acquisition adjustments. CLG believes that 
this issue shottld not even be reached by the Commission when 
reviewing this •atter for the reason that the facts in this docket 
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reveal that FPL baa not presented any credible evidence to support 
tbe poaition it baa taken that ita acquisition of Scherer Unit 4 
aboul4 be encourage4 or authorized by the Commission. The data 
uaed by PPL to support its position is unreliable and 
untrustworthy. PPL baa not carried the burden of demonstrating 
tbat the proposed acquisition of Scherer is reasonable and prudent. 
Therefore, this iaaue should be lett undecided as not ripe for 
decision by this Ccmaiaaion. [CLG, Post-Hearing Statement Of 
%aauea And Poaitio~, Page 3] • 

lllaa No position at this time. [Prehearing Order, page 9]. 

fi'ID lpLU%1: FPL'a purchase of 76.36t 
Coapany'a Scherer unit No. 4 for approximately 
give rise to an acquisition adjustment 
$111,362,000. [Tr. 648-49]. 

ot Georgia Power 
$616,387,000 would 
of approximately 

PPL stated that the acquisition adjustment should be approved 
because the Company has demonstrated its need tor the capacity [FPL 
Brief, page 3~), that the transaction resulted from an arm • s-lenqth 
negotiation [Tr. 651-52], the price is reasonable [FPL Brief, page 
44], and that there are significant customer benefits [Tr. 643-44]. 

OPC does not appear to oppose rate base treatment of an 
acquisition a4juataent in this case. [Tr. 689). Witness Wright 
teatiti•d that OPC believes this •is not an ordinary acquisition 
adjuatJient ca-." [Tr. 835-36]. In fact, OPC recommends rate base 
treataent for an acquisition adjustment "equal to the difference 
between ita lowest cost alternative and Georgia Power's net 
original cost consistent with the timing of that alternative." 
(OPC, statement of Issues and Positions, page 3]. OPC based its 
negative response to this issue on its judgment that other options 
available to FPL aay be leas costly than the purchase of Scherer 
unit Ro. 4 and therefore the purchase price is not reasonable. 
[OPC Statement of Issues and Positions, page 3]. 

lfaaaau Power Corporation did not oppose approval of the 
acquisition adjuataent. However, it stated that after the purchase 
trauaction baa been conau ... ted and all pertinent facts reviewed, 
•whether to include or exclude the acquisition adjustment would be 
~ent upon a finding that .anageaant•a decision to acquire 646 
MM of 8cberar 4 capacity vas prudent and the costs reasonable." 
[Haaaau Power Corporation Brief, page 6-7]. 

!'be CLG opposed rate ba.. treatment of the acquisition 
adju.taent, but adaitted its position "has nothing to do with the 
concept of acquisition adjuataents." Rather, CLG took the position 
that since PPL has not demonstrated the purchase of Scherer Unit 
Xo. 4 vas reasonable and prudent, this issue would be rendered 
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aoot. [CLG Brief, page 12]. 

Long-standing co-i•sion policy ia to disallow acquisition 
adjuataenta in rate base unleas the CoJII)any can duaonstrate 
extraordinary circuaatancea or prove a net benefit to ratepayers. 
[order Mo. 15598, ·Docket No. 850552-BU). The aost recent decisions 
by the Comaiaaion in the electric utility industry involved Gulf 
Power Coapany•a 1988 Tax Savings Docket and ita rate case. In the 
1988 Tax Savings Docket, the Commission allowed 19 MW of Scherer 
unit No. 3 in rate base but excluded from rate base an acquisition 
adjuataent related to the purchase of a portion of the common 
facilities. In that liaited proceeding, the co-lesion denied rate 
ba.. treataent baaed upon the Company's failure to prove 
extraorcUnary cirCUJUtancea or a net bene it to ratepayers. [order 
No. 23536, pa9e 4, Docket No. 890324-EI]. In Gulf's 1990 rate 
case, the Comaiaaion denied the recovery of Scherer Unit No. 3 in 
rat .. thereby rendering aoot the issue involving the acquisition 
adjuataent related to the common facilities. [Order No. 23573, 
pa9e 15, Docket No. 891345-EI]. 

Staff aqreea with OPC that this is not an ordinary acquisition 
adjuataent case. Traditionally, acquisition adjustments have been 
evaluated in tenu of whether utility customers should pay more (or 
leas) for service ataply because assets already devoted to their 
.. rvice have changed ownership. These considerations are not 
relevant to this proceeding since FPL has not requested that the 
purchase be reflected in rates at this time. [Tr. 689-90]. 

FPL has presented several alternatives for satisfying its 
capacity needs. staff believes the acquisition adjustment should 
be evaluated baaed on whether the purchase of Scherer unit No. 4 is 
neceaaary, reasonable, and the most cost-effective alternative 
available and not on a finding of extraordinary circumstances. 
Therefore, if the COllaiasion accepts the purchase of Scherer unit 
No. 4 as the beat alternative and affords it rate base treatment, 
then the acquisition adjustment should also be accepted as part of 
the total coat of this option baaed on a purchase price which 
ruulted froa ara•a length negotiation. Staff recommends the 
acquisition adjuataent be given rate base treatment on a pro rata 
basis couiatent with the phased purchase of the unit it the 
ce .. laaion approvu the inclusion of Scherer Unit No. 4 in rate 
ba ... 

JlfQI 1: Does PPL, as an individual utility interconnected with 
the statewide qrid, exhibit a need for the additional capacity 
provided by Scherer unit 4? 

l'(f''!'Q!TIOI: Y .. , FPL bas demonstrated a need for the 
additional capacity provided by Scherer Unit 4. 

-8-
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IQIWOI 01 IJIIIU 

m.: Yu, it doea. [FPL Brief, page 31]. 

Qlaa No. J'PL baa not d .. onstrated a need tor additional base load 
9eneration in 1996. Alternative• to a 1996 IGCC unit, therefore, 
caDnOt be accepted aa reasonable juat because they are estblated to 
be lua coatly than that unit. Even it it is accepted that base 
load 9eneration ia needed in 1996, OPS out of Scherer unit No. 4 
appeara to be lea• coatly than the purchase option. [ OPC, 
·ata~nt ot Iaauea And Poaitions, paqe 3]. 

'!'liD: Naaaau baa not independently •eaaured FPL's 1996 capacity 
need. However, it ia Nassau's position that FPL must include in 
ita 9eneration expanaion plan the 435 MW of power which Nassau will 
supply to FPL purauant to ita standard otter contract and t he 
co.aiaaion•a deteraination that this project subscribes the 

· statewide avoided unit b8fore includinq the Scherer purchase . 
Pailure to do ao ia an attempt to thwart the Commission's 
009eneration po•icy and rules which establish subscription of the 
atatewide avoided unit as a leqitimate way to meet FPL's capacity 
needs. [Naaaau Poat Hearinq Statement Of Issues And Positions, 
Pa9e 3]. 1 

~~ No poaition. 
Poaiti~na, Paqe 4]. 

[CLG, Post-Hearinq Statement Of Issues And 

ZJIIA: FMPA agree• that FPL has stated a need for additional 
capacity, but FMPA baa no position at this time as to whether or 
not that additional capacity can best be provided by the purchase 
of SCherer unit 4. [Prehearinq Order, paqe 9]. 

UAU •QLUJI: FPL uses two reliability criteria for system 
planniftCJ: a IP,_r peak reserve marqin ot at least 1St and a loss
of-load probability of 0.1 day/year. [Tr. 464]. FPL needs 
approxiaately 5,400 MW of resources to satisfy these criteria and 
to ... t it•a projected demand throuqh 1997 which the Company plans 
to aatiaty [Tr. 466]. aa indicated in the tollowinq table: 

Deaand Side llanageaent Programs 
Jtepower Lauderdale/Martin No. 3 and 4 
Southern Collpany UPS 
QP approved/to be aiqned 
QP additional projected 
IGCC Martin No. 5 and 6 

Total 

1,137 MW 
1,342 MW 

911 MW 
538 MW 
600 MW 
768 MW 

5,296 MW 

SCherer Unit No. 4 would deter to a later time (which is 
equivalent to cancelinq in the 1991-1997 time frame) the first IGCC 
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DOCKET NO. 900796-EI 
JANUARY 25, 1991 

unit and aubaequent facilities. The effective result is avoiding 
tbe construction of one 646 MW IGCC. (Tr. 470, Ex. 18, Doc. 9]. 

PPL initially presented this generation eXpansion plan in 
Docket Noa. 810174-BI and 890973-EI. In Order No. 23080, the 
pr~earin9 officer ruled that no factual findings would be made i n 
the above referenced docket regarding Martin Onita S and 6 until a 
later date vben the RPP process ia COlllplete. FPL aaintains that 
the RPP prooeaa ia caaplete with the selection of the Scherer UPS 
option •• the beat alternative. In the instant docket, FPL'a 
analysis maintains that the purchase option of Scherer Unit 4 ia 
the aoat coat effective alternative available to the Company when 
evaluated a9ainat the Scherer UPS option, the discounted and full 
standard offer contracts, and the Martin IGCC units. FPL believes 
that the phaaed purchase of Scherer Unit No. 4 will give the 
co.pany access to additional capacity to meet the need created in 
1991 by the outage at Turkey Point Nuclear Station, and allow for 
flexibility in responding to changes in load conditions andfor 
construction requir ... nta resulting from changes in conservation 
an4 qualifying facility forecasts that have occurred since FPL 
presented ita expansion plan in Docket Noa. 890973-EI and 890974-
BI. [Tr. 468-70]. 

Nassau doea not dispute that FPL exhibits a need fo~ 
acSditional ca~city. Naaaau believes that FPL baa not included the 
Nassau Power 435 MW atandard offer contract executed on June 13, 
1990, in FPL'a contracted or committed portion of its generation 
expansion plan. (Exhibit 14, Tr. pp. 316, 398, 405]. Nassau notes 
that PPL included the :tndiantown contract in its forecast at a time 
when the Indiantown project has received neither contract approval 
nor determination of need. [Tr. 407]. on November 1, 1990, the 
CO..iaaion ruled that Nassau • a contract subscribes the first 435 MW 
of the 1996 500 MW statewide avoided unit. [Tr. 398]. In Order 
No. 23792, the Commission stated: "the effect of queuing contracts 
for aubacription liait purposes is to lock in a price pending 
further review (in a contract approval/need determination 
proceeding) aa to· vhether the proposed project is the most cost
effective alternative to the purchasing utility". This order goes 
on to atate, WThua, prioritization of a contract within the soo MW 
subscription ltait does not establish a presumption of need and 
does not aean the applicants need determination will be rubber 
ataape4. • "Contracts within the queue must still be evaluated 
a9ainat individual utility need at a need determination 
proceeding" • Nassau • • vi tness Dr. Thomas stated that Nassau 
believe• the ccmaiaaion • a requirement that a cogenerator prove that 
ita project .. eta an individual utility's need in determination of 
need proceeclinga ia inconsistent with the Commission's rules and 
policies requiring a statewide market for standard offers and does 
not waive ita right to argue that point at the appropriate time. 

- 10-
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[Tr. 398). 

PPL'• vitneaa Cepero indicated that FPL had not determined 
that the Naaaau Power or any of the other standard offers were 
needed or coat effective for PPL, ao abort of that determination, 
PPL elected to iftclude th- aa potential QF'• and not firm capacity 
r .. ource.. [Tr. 316). FPL cross examined Dr. Th011as on various 
i .. uea of ... aau Pover•a standard offer contract including but not 
liaited to the facilities location, interconnection agreement, and 
·fuel of the unit. Iaau .. of this nature are more appropriately 
r .. arvad tor a deteraination of ne ed proceeding. staff is puzzled 
•• to vby the ICL project, which haa not been issued a need 
deteraination nor baa the contract been approved by this 
coaaiaaion, vaa included aa a firm capacity resource, and the 
Waaaau contract vaa excluded. None the less, the decision as to 
include or exclude a resource in the reliability a.nalyses is at the 
di~~eretion of the applicant utility and the Commission's role is to 
review the appropriateness of that plan. 

In conclusion, PPL bas demonstrated a need for some type of 
adcUtional capacity. The issue relating to the purchase of Scherer 
•• the .oat cost-effective means of meeting this capacity need ~s 
addrea.- in Iaaue 8. . 

JIIQI 1 ·1 Ia the capacity to be provided by the purchase of Scherer 
unit 4 r-onably consistent with the needs of Peninsular Florida, 
taking into consideration timing, impacts on the reliability and 
integriqr of the Peninsular Florida grid, cost, fuel diversity and 
other relevant factors? 

: Y... There are several elements to this issue, 
eaab of vbicb ia addressed in other issues. The role of the 
8cberer unit MO. 4 purchases in meeting an identified need for 
capaciqr, including the timing of that need, ia addressed in Issue •oe. 2, 1, aDd 7. 'l'be iapact of the purchase on the reliability 
and integrity of tbe grid ia addressed in Issue Nos. 10 and 13 , and 
ita ~ct OD PP.L'a .yatea reliabi lity and integrity is addressed 
in I..ua MO. 4. PUel diversity is addressed in Issue No. 5, and 
the coet-.tfectiveneas of the Scherer purchase is addressed in 
Iuue a. · 

..... 1 1 t .. 1. 1 .,. 1 

IQIJU• • nan• 
m.a Y•, it 18. (IIZ'ief, page 33]. 

QS: •o. PP.L•a ovn analyses demonstrate that additional capacity 
1a DOt needed until 1996. FPL has argued that the purchase makes 
it .,_.ible to obtain abort-term capacity and energy to offset 
nviJied· pro:Ject;iorua of increased load growth in 1991 and the outage 
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at -Jiarb7 PoiDt tlllit:a •c.. 3 ' 4 . The· revised projections of load 
tp'OWtb, beN.,.., v.re ba..S on expected reduction• in electricity 
~oetl. Wltb Iraq'• lnv .. ion of Jtuwait, prices have instead 

.... 11. Price alaaticity abould reduce consumption. FPL 
~lara to be ViltbJ.D reliability •tandards wi thout the early 
paEebe .. of 8cbarer unit •o. 4. Furthermore, the record does not 
..tabl~ that PP.L could not obtain •bort-term capacity and energy 
traa tbe 8oatbern eo.pany or others without agreeing to purchase 
8cberer ~t lfo. 4 . (OPC, Stateaent Of Issues And Positions, page 
3). 

D'DP: Aa to tjwtng, PPL's request to add Scherer Unit 4 to rate 
baH violate. tbe ba•ic economic principle that capital 
expenditar .. for capacity additions ahould be deterred as long as 
~lble. PP.L propos- to add Scherer Unit 4 to rate base long 
before ita 1996 capacity need . The result of this premature 
addition 1.8 tbat on a present value basis the fixed costs of 
acquirtng SCherer unit 4 capacity far exceed the present value of 
tbe oorre.ponding capacity costa associated with the discounted 
1tt6 •tendard offer. Nassau incorporates by reference its 
poeitions on the other identified iasues, which also treat 
reliability and cost. (Nassau Post Hearinq Statement Of Issues And 
Poeitiona, Page 5]. 

m.: llo. '!be purchase of Scherer Unit 4 has not been demonstrated 
to be the woat C08t effective means of providing capac ity to FPL 
rate payer8. While additional capacity may be warranted, the 
question of which is the best method by which the capacity should 
be acquired r ... ina unanswered. The purchase of Scherer Unit 4 is 
not abovn to be the best method for meeting this capacity 
requir~t, which aight be more effectively met by in-state 
taciliti- ncb as Nassau • a plant near Jacksonville, the Martin 
IGCC unit or the purchase of power under a UPS with Southern 
co.pany services. Unfortunately, the very flawed analysis by FPL 
bas not d.aonatrated which of the alternatives should be selected. 
The 11011t credible analysis performed in this reveals that the 
purcbase of SCherer 4 is not the •oat cost effective method based 
on the tnoo.plete information available to the Commission today. 
(CLQ, Post-Haarift9 Statement Of I-ues And Positions, Page 4]. 

11111 PMPA is QOncerned that the purchase of Scherer Unit 4 may 
have adverH effects on the reliability, integrity and utilization 
of tbe Peninsular Florida transmission qrid. [Prehearing Order, 
pave 101. 

1111r JI'LIIII: There are several elements to this issue, each of 
which is addressed in other issues. The role of the Scherer Unit 
•o. 4 purchase in aeeting an identified need for capacity, 
includinv the tiain9 of that need, is addresaed in Issue Nos. 2, 6, 

-12-

.1 



DOCKIT RO. 900796-BI 
JANUARY 25, 1991 

and 7. !'be iapaot of the purchase on the reliability and integrity 
of the cp:id ia addreaaed in Iaaue Noa. 10 and 13, and its impact on 
PPL'• ayate. reliability and integrity is addressed in Issue No. 4. 
PUel div.raity i• addreaaed in Iaaue No. 5. Finally, the coat
effecti vena. a of the Scherer purchase is addressed in Issue No. 8. 

PMPA expreased concern in the Prehearing Order that the 
8abarer purohaae •aay have adverse effects on the reliability, 
integrity, and utilization of the Peninsular Florida Transmission 
grid.• PMPA did not file a post hearing brief or present evidence 
vbich support this position. 

lllpl tJ How will the proposed purchase of Scherer Unit 4 affect 
the reliability and integrity of FPL's electr ic s ystem? 

JIC!PMpMZJQI: PPL's evidence shows that the purchase of Scherer 
unit No. 4 will allow PPL to maintain system reliability, as 
... aurect by the dual criteria of summer reserve margin and loss-of
load probability, and will assure the integrity of FPL's electric 
aystem. 

IQIUJQJI Of IM%118 

~~ PPL's proposed purchase of an undivided share (76.36') of 
Scharer unit No. 4 will allow FPL to continue to meet its system 
reliability criteria and assure the integrity of FPL's electric 
.y•tam. Moreover, the purchase will help reduce FPL's dependence 
on oil at an earlier date, provide capacity in 1991 to allow for 
the upgrade of TUrkey Point Nuclear station emergency power system 
and increaae PPL • • capacity gradually, thus increasing FPL' s 
flexibility for responding to changes in load conditions or 
construction requir-nta. [FPL Brief, page 35]. 

QIC: The purchaae of Scherer Unit No. 4 will reduce FPL's ability 
to aalce econoay purchases until 1997 when the third 500 kv 
traumiaaion line ia projected to be in service. [OPC, statement 
ot I•auea And Po•itiona, page 4]. 

~ .. 12_1 Tbe propoaal to acquire Scherer 4 is but one alternative 
for •upplyinq reliable capacity. PPL has not shown the proposed 
8aberer purchaH to be advantageous relative to the discounted 
8taDdar4 offer contract which PPL hopes to preempt by disregarding 
••••au•• contract, by the timing of its petition, and by its claim 
that it neada no aore 1996 capacity than the Scherer transaction 
would provide. [Naaaau Post Hearinq Statement Of Issues And 
Positions, Page• 5-6]. 

m.il When a COJlpany purchases larqe quantities of power from a 
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neighborift9 sylltaa, the purchase decreases the amount ol power that 
ai9bt otberwiH be available during ·times of emergency in the 
future. T.be proposed acquisition of Scherer 4 has not been shown 
by credible and aufficient evidence to improve the reliability and 
intec;rity of PPL'a electric system. In fact, the West Coast 500 JU 
line, vbicb will illprove these factors, was shown to be unrelated 
to and not contingent upon the current consideration by PPL to 
purcba .. SCherer 4. [CLG, Post-Hearing statement Of Issues And 
Poaitiona, Pave 5). 

111&1 Ro position at this time. [Prebearing Order, page 11]. 

"''' ''!LJI!I: PPL's witness Waters stated that the Company's 
objective in ita planning process is to provi de adequate resources 
to reliably aeet ita customers• future demand for electric power in 
a cost-effective aanner. [Tr. 461]. To deal with unforeseen 
chanCJu in conditions that might affect these objectives, PPL uses 
diversity and flexibility in ita planning process. [Tr. 455]. PPL 
usea two reliability criteria commonly accepted in the utility 
induatry to deteraine the quantity of resources to maintain system 
reliabilitya (1) sn-er peak reserve margin of 1St, and (2) a 
aaxiJnDa lOlls-of-load probability (LOLP) of 0.1 days per year. [Tf· 
464] • PPL • s evidence shows that the purchase of a portion ot 
Scherer unit No. 4 will allow FPL to continue to meet ita ayste~ 
reliability criteria and will assure the integrity of FPL's 
electric syst-. [Tr. 468-70]. Purchasing Scherer Unit No. 4 
t.provu flexibility by providinCJ early capacity capable of 
addreasinv changes in the very near term; it will provide capacity 
in 1991 to allow for the upgrade of Turkey Point Nuclear Station 
~ency power syst .. ; it will reduce concern over volatile 
assuaptiona in the load forecast and QF supply; and it will 
vradually increase PPL's capacity -- increasing the Company's 
flexibility for r .. ponding to changes in load conditions or 
conatruction requireaents. [Tr. 16-17, 475-76]. 

In su.aary, the evidence shows that the purchase of Scherer 
Obit 4 will allow the Coapany to maintain system reliability and 
iDteC)ri ty. 

IIIQI Ia Bow will tbe proposed purchase of Scherer Unit 4 affect 
tba adequacy of the fuel diversity for PPL'a system? 

.... • I t ( f t .., e 1 Tbe proposed purchase of Scherer 4 will improve 
tba fuel diversity of PPL. 

IQIJZJQI or raatx•• 

Ill: PPL's proposed purchase of an undivided interest in Scherer 
Obit Ro. 4 will help iaprove the fuel diversity of FPL's system in 
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coapariaon to the preaent aupply mix. [FPL Brief, page 37]. 

aRQ: ~e INrcbaae of Scherer Unit No. 4 will improve PPL's fuel 
diveraity, juat •• UPS out of that unit or any other non-oil-fired 
alternative would. [OPC, statement Of Issues And Positions, page 
4). 

peop: NUAU taJt- no position on this issue. (Nassau Post 
Bearing State.ant Of Issues And Positions, Page 6]. 

·m.a !'be proposed purchase of Scherer Unit 4 will provide no 
better fuel diversity for FPL than several of the other options 
under consideration by FPL, including the Scherer 4 UPS and the 
Martin option. Therefore, there would be no improvement realized 
b.Y this proposed acquisition that would not otherwise be 
experienced in aoae other option by which FPL secured coal fired 
power. Deapite the fact that PPL lists •coal by wire" purchaees of 
power under the beading of purchased power, the power being 
purchased (auch as the Scherer UPS) improves the effective fuel 
diveraity of FPL as well as woul4 the purchase of Scherer 4, and 
apparently at a lower cost to the PPL rate payer. [CLG, Post
Hearing Stateaent Of Issues And Positions, Page 5]. 

Jill: No position. [Prehearing order, page 11]. 

1J111 ""Jill: Tbe addition of 646 MW of coal fired power to 
Plorida Power and Light'• capacity will enhance the elimination of 
oil fired power even though it would only be about 6t of their 
total power •ix. 

The position• of OPC and CLG are correct in that the addition 
of UPS out of Plant Scherer or any other non-oil fired alternative 
would also taprove the diversification of FPL's fuel system. 

IIIJI 1: Has PPL reaaonably considered alternative supply side 
aourcea of capacity? 

. ·~. I • .. I t I • . ~ : Y... PPL has considered various supply side 
altarnativ .. suCh •• qualifying facilities, UPS purchases, bidding 
in tbe fora of a Request for Power Supply, construction of new 
faciliti .. , and the Scherer Unit No. 4 purchase. 

~~ Y .. , it baa. (PPL Brief, page 38]. 

SIIQI •o. PPL'• consideration of alternatives has not been 
reasonable for two reuona. First, PPL assumed the commission 
would find a need for an IGCC unit in 1996 without developing any 
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record au~port for the aasumption. Secondly, FPL's comparison of 
the purchaae veraua Scherer Unit No. 4 in a UPS configuration was 
perforaed incorrectly. The UPS had a lower cumulative present 
value revenue requireaent and offered the same non-coat-baaed 
benefita •• the purchase. However, because the RFP process did not 
proceed to the negotiation stage, the final cost of the UPS option 
ia not known. Jloreover, other supply-aide alternatives such as 
peald.ft9 uni ta and atandard combined-cycle uni ta have not been 
oonaidered at all. [OPC, statement Of Issues And Positions, page 
~). 

QIDJt: No. FPL has ignored the Commission • a cogeneration policy 
by which QFa provide capacity through subscription . to the 
deaign.ated statewide avoided unit. By refusing to include Nassau's 
atandard offer contract in its committed 1996 resources, FPL has 
failed to incorporate a aource of capacity provided as a direct 
reault of the Co.miaaion•a cogeneration policy. Neither FPL's 
aiaplaced legal challenges nor ita flawed economic comparisons 
warrant: that refusal. (Nassau Post Hearing Statement Of Issues And 
Poaitiona, Page 6]. 

QLI: No. The proposed purchase ia not the best cost alternatiye 
tor -etinv the veneration requirements of FPL. The studies 
perforaec:i by the Company to determine the best cost alternative are 
flawed. When corrected for error, the studies demonstrate that the 
purchase of Scherer Unit 4 is not the best cost supply side option. 
Taking into account the bias found in the studies of the 
alternative sources for power, it is simply not clear at this time 
what ia the beat option tor FPL. Only after carefully correcting 
the type of study performed by FPL tor such obvious biasing 
aaau.ptiona •• the fuel escalation, depreciation, O&M escalation 
and basic fuel costa could this Commission be presented with 
sufficient facta to coae to a conclusion as to which of the options 
available to FPL ia the aoat cost effective. However, because of 
the bias found in the analysis presented by FPL, the Commission 
should consider calling in alternative analysts, such as an 
independent consulting firm selected by the Commission, to perform 
an unbiaaed and reasonable analysis of the options available to 
FPL. (CLG, Poat-Hearing Statement Of Issues And Positions, Page 
6]. . 

Jill&: No position. (Prehearing Order, page 12). 

IIIII II!'MIIIa FPL'a generation expansion planning process used 
in evaluatinq the Scherer Unit No. 4 purchase looks at three 
sources of supply-aide resources: qualifying facilities, purchased 
power, and new generating units. [Tr. 461]. After demand-side 
activit:!- have been incorporated, FPL's base expansion plan 
included 538 MW of qualifying facilities that have signed contracts 
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with PPL and have received Commission approval. [Tr. 461-62, 467J. 
Haaaau POwer's atandard offer contract was not included in the 538 
lllf of QF capacity, or in tbe forecast document under the potential 
firll ca~ory. [Tr. 316, Exhibit · 14]. FPL'a forecaat document 
projecta an additional 590 MW of QF capacity by 1997, which 
retlacta PPL'a beat eatiaate of the number and total capacity of 
qualifying facilities that will be abl e to provide cost-effective 
power to the COIIpany. [Tr. 468, 316-17]. 

. . In June 1989, I'PL issued a "Request for Power supply 
Propoaala• with thirty four proposals received, totalling 10,793 
MM. [Tr. 173]. After review, Southern Company's proposal to sell 
povar on a UPS baaia from Scherer Unit No. 4 was determined to be 
the vinninq proposal. (Tr. 175-76]. Finally, FPL's generation 
expanaion plan also considered new generating units as alternatives 
to the SCherer purchase. An IGCC facility was identified as the 
~.t coat-effective type of unit available to FPL, the same unit 
Which vaa identified in FPL'a recent need-determination proceedings 
(DoCket lloa. 890973-BI and 890974-EI). [Tr. 468]. It should be 
noted that l'PL'a expansion plan shows a need which the Scherer Unit 
No. 4 purchase will aatiafy, after all of the QF capacity 
identified in this forecast has been taken into account, and FPL 
-intaina that the Scharer purchase is the most cost-effective 
alternative available to PPL. [Tr. 467-68]. 

Naaaau•a witneaa Dr. Thomas states that FPL has not included 
llaaaau1 a 435 MW atandard-offer contract in its generation expansion 
planninv, while including the Indiantown Cogeneration project. 
•uaau believes that approval of the proposed Scherer No. 4 
purchaH to aeet a portion of FPL • s 1996 need may possibly not 
acaa.aodate Naaaau•a project. Nassau believes that its standard
otter contract ia valid and its project should be included in FPL's 
identification of QP facilities which will be available in 1996. 
['l'r. 398•4 01) • FPL believes that Nassau • s executed "standard 
otter• baa been unilaterally modified, specifically the form 
!ntezoconnection avre-ent has been modified to limit Nassau's 
obli9ation to pay for interconnection facilities. Nassau believes 
that ita intent vaa to provide its beat estimate of what facilities 
wre neceaaary. JlocUfications to the interconnection agreement 
would tben ~ the aubjeot of negotiation with Nassau paying for 
thoae facilitiu which Naasau caused a need for. FPL has not 
executed the interconnection agreement. [Tr. 426-28]. staff 
believu that quu.tiona concerning the necessity of an executed 
interconnection avre-nt aa an integral part of the standard offer 
and all other queationa concerning the Nassau project are aore 
appropriately reaerved tor a determination of need proceeding. 
staff would alao point out that FPL has included approximately 590 
lllf of QP capacity in the generating expansion plan which is not 
wider contract or approved by the Commission. [Tr. 468]. Nassau 
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recognized tbia and atated that there .may well be a need for both 
Raaaau•a project and the proposed Scherer No. 4 capacity addition. 
[Tr. 319•400]. 

In au.aary, although the intervening parties may disagree on 
vbiab alternative ia the aoat coat-effective, FPL has demonstrated 
tbat a wide range of aupply-side alternatives to the Scherer Onit •o. 4 purcha .. ware conaidered. 

11m 7: Ooea PPL • a power supply plan reaaonably consider the 
ability of conaervation or other demand aide alternatives to 
aitigate the need for the capacity represented by the purchase of 
8cherer unit 4? 

IIOQPM"R''IQI: Yea. FPL's power supply plan included a forecast 
of the iapacta of the Company • s demand side management plan, 
interruptible ratea and residential load control programs. 

IQIWOM Ql flUID 

~~ Yea, it doea. [FPL Brief, page 42]. 

QB: No. FPL has not provided a record basis to give an 
affiraative anawer. In particular, FPL has failed to account for 
the increaaed value of demand-side alternatives expected to follow 
froa recent amendaenta to the Clean Air Act. 

DIDQ: Naaaau takea no position on thi s issue. (Nassau Post 
Hearing Statement Of Issues And Positions, Page 6]. 

QLI: If~. FPL baa not yet initiated sufficient incentives or 
deaand aide aanageaent toward shaping its load curves, both from a 
d~d and energy perspective. Such incentives could include off
peak load incentivea, such as off-peak thermal storage and other 
aillilar aeasurea that would reduce FPL • s peak load. The record in 
tbia caae doea not daonstrate adequat e efforts on the part of FPL 
in thia area. [CLG, Post-Hearing Statement Of Issues And 
Poaitiona, Page 6]. 

Jlla: Ro poaition at this time. [Prehearing Order, page 12]. 

1J111 ''ILJIII: Tbe objective of FPL's capacity planning process 
ia to provide adequate re•ources, both generating and non
generation, to ... t customer•• future demand reliably and in a 
coat-effective aanner . [Tr. 461 ]. FPL includes cost-effective 
d-nd aida progrus, and introduces these programs into the 
generation expanaion plan first, followed by qualifying facilities, 
then purchaaed power. [Tr. 461-62]. 
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Two vitneaaaa queationed the adequacy ot FPL'• demand aide 
Mnag-nt aotivitiea. OPC'• witneas Mr. Bartels expressed general 
CODOarD ~evarding the treataent ot demand side alternatives. (Tr. 
154]. Mr. Bartala atated that the economics ot the demand aide 
.an&9.-.ftt progr... have probab1y improved due to the passage of 
tbe Clean Air Act. [Tr. 884]. Upon croaa-examination, Mr. Bartel• 
adaitted that be did not know bow the Commiaa ion review• and 
approves deaand aide aanagement plana, be had not reviewed FPL's 
daand aide aanag-ent plan, and he did not know the plan • s status 
be~ore the caaaiaaion. (Tr. 886]. CLG's witness Mr. Wells 
testified that PPL needa to puraue thermal atorage aa a demand aide 
... aure. [Tr. 933]. Prior to the Scherer petition, FPL prepared 
ancS aubliittecl to the Commission a demand side management plan 
oo-priaing 21 prograaa which was approved in Order Nos. 23560 and 
23661, Docket No. 900091-BG. Appendix A to Order No. 23560 
inclicatea that PPL haa impluented a Commer cial/Industrial Thermal 
Storage pro;raa, and ia purauing reaearch and development projects 
for r .. idential thermal storage systems and for commercial or 
industrial atored water heating. 

The iapact of PPL'• conservation programs, interruptible rates 
arid r .. idential load control has been forecasted at approximately 
1317 RW through 1997. [Tr. 467]. In summary, FPL's power supply 
plan reaaonably oonaiders the ability ot conservation and othe~ 
d ... nd aide alternatives. · 

J:IIQ lr Ia the purcbaae of Scherer Unit 4 the most cost-effective 
.. ana of aeeting PPL'• capacity needs, taking into account risk 
factora that are part of the cost-effectiveness analysis? 

~~ Yea, it ia. (PPL Brief, page 44]. 

alGa Jfo. UPS out of Scherer Unit No. 4 would be mora coat 
dtectiva and reduce l'PL'• riaks by offering energy out of other 
anita on tba Southern Syatea to aeet a 90t availability factor. It 
PPL purcbaaea the unit, risks can only be absorbed by the 
atockboldera or ratepayers. [OPC, Statement ot Issues And 
Poaitiona, page 5]. 

D'DP: Jfo. l'PL baa failed to carry its burden to show that the 
lcberer unit 4 purchaH ia the moat cost-eftecti ve means of meeting 
I'PL1a capacity needa. When a •value ot deferral" a nalysis, similar 
to the .. thodol09Y uaed by FPL to aupport the Indiantown project, 
ia used to evaluate the economics ot the Scherer purchase and other 
capacity alternative•, it is clear that the present value of the 
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total of unit apecific coats (capacity, O&M, and unit fuel costa) 
of the diacounted atandard offer is less by S304 million than the 
Soberer purcba- (even after the reaoval of tranamiaaion 
t.p~ coata and even though .iii MW of atandard offer capacity 
vaa uaed in the ccmpariaon). Thia large difference ia significant 
in liCJht of the tact that the to·tal of auch coats for the Scherer 
acenario ia $1.9 billion. (Nassau Post Hearing Statement Of Issues 
And Poaitions, Page 7]. 

~~ Mo. While it ia not entirely clear from the record before 
the eo.aiaaion juat what ia the beat alternative for FPL to meet 
ita capacity needs, the record before the Commission in this matter 
doea clearly indicate that the best alternative is not the purchase 
of Scherer Unit 4. After correcting for errors in the studies 
provided by FPL, th& beat known alternat ive at this time is the 
Scherer UPS option by aome $20,000,000. The risk factors cannot 
even be analyzed at this time since the purchase agreement has not 
been coapleted. The Commission cannot tell from the record what 
riaka FPL fac .. on the issues of fuel acquisition (since it will 
have a alnority poaition relative to fuel procurement votes amonq 
the five or aix owners of Plant Scherer). Other similar risk 
tactora are aiaply unknown at this t ime. Because of this 
uncertainty th• Commission's decision on the petition of FPL shou1d 
be to deny it at this tbe. (CLG, Post-Hearing statement Of Issues 
And Poaitiona, Page 7]. 

lila: Mo poaition at this time. [Prehearing Order, page 13] . 

IIIII 'IJIJI%1: A summary of FPL's comparative cost analysis is 
contained in Exhibit 18, Document 10, which was attached to Witness 

. 1fatera• prefiled direct testimony. An errata sheet was distributed 
at hearin9 which changed some of the numbers in columns 3, 4 and 5 
ot Docwlent 10. (Tr. 448]. With those corrections, the cumulative 
pr ... nt value revenue requirements (CPVRR) of the Scherer Unit 4 
purchase case was leas than the CPVRR of all other cases. The 
SCherer UPS (RPP) case was the next best alternative, showing a 
CPVRR (in th~~•anda of dollars) of $42,820,839 compared to 
$42,805,,13 tor tbe purchase of Scherer Unit 4. This would yield 
aavinga of approxiaately $15,000 for the Scherer Unit 4 purchase 

. option COIIp&red to the UPS option. · [Note: In the discussion that 
tollova, all nuabera will be in thousands of dollars.) 

Mr. Water• revised the CPVRR for the Scherer purchase case 
ba..CS on a auppl~t to the Letter of Intent. This supplement to 
tbe Letter of Intent vaa entered into evidence as Exhibit 2. [Tr. 
37). The chant• to the CPVRR ia reflected in Exhibit 22. [Tr. 
455]. The reviaed CPVRR, abown on the next to last line on Exhibit 
22, ia $42,813,923. Tbe effect of this revision is to lessen the 
aavinga over the UPS option from approximately $15,000 to 
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approxtaately $8,310. 

Bxhibit 20 vas offered by the Company to provide more detailed 
infor~~ation on tbe derivation of the CPVRR.a for the various 
alterDatlv... [Tr. 455). (We note here that this exhibit does not 
reflect tbe increased CPVRR for the Scherer purchase option 
diaauaaed ln the preceedinq paraqraph). Exhibit 21, also offered 
by the cc.pany [Tr. 455), shows the comparison of each alternative 
vlth the Scherer purchase. The last number in the last column on 
·the HCOM page of Exhibit 21 shows the savings of the Scherer 
purchase option coapared to the UPS (RFP) option to be 
approxiaately $15, 000. It should be kept in mind that this number 
vas later revised, baaed on a supplement to the Letter of Intent, 
to approxtaately $8 1 310. (See paraqraph above) . 

However, OPC Witness Bartels discovered an error on paqe 2 of 
IXhibit 21 (the co•parison of the Scherer purchase option with the 
UPS option). [Tr. 883]. Mr. Bartels prepared a spreadsheet, 
identified as Exhibit 30 [Tr. 881], ahowinq the effect of this 
error and the corrected CPVRR for the UPS case. The first four 
nu•bers in the next to last column on page 2 of Exhibit 21 (the 
comparison of the Scher~ purchase option with the UPS option) ~e 
incorrect and abould have been identical to those on the other 
three pages of the exhibit. For example, for the year 1993, the 
Total &yatea CPVRR should have been $7,614,817 instead of 
$7,641y458. This baa the effect of lessening the CPVRR of the UPS 
option by $26,641. The result of this is that the Scherer 4 
purchase option is $20,000 more expensive than the UPS (RPP) option 
instead of being $15,000 cheaper. 

We abould note that the discussion to this point has not taken 
into account any quantification of SOa_ emissions allowances. Under 
cross exaaination of Mr. Waters by Mr. Tellechea [Tr. 622], Mr. 
Waters offered to provide information on the cost of allowances. 
This was entered into evidence as Exhibit 35 [Tr. 968]. This 
exhibit abova that, relative to the UPS option, the Scherer 
purchase option baa roughly a $112, ooo advantage ~.n the cost of 
allowances. So, when the cost of emissions allowances are 
considered, the CPVRR for the Scherer 4 purchase option is roughly 
$t2,000 leu than the CPVRR for the UPS (RFP) option. 

It ia clear froa the above discussion that, when looking at 
the total cuaulati ve present value revenue requirements over a 
thirty-year period, there aay ~ot be a significant difference 
betvMD tbe UPS option and the Scherer 4 purchase option. In fact, 
the $t2,000 aavinga derived above is approximately two- tenths of 
one percent of t6tal CPVRR of either option. The Commission may, 
therefore, want to ~naider other strategic concer ns or benefits 
not apecifically quatJtified in the record. Some of the additional 

-21-



UOCD'1' JfO. 9007t6-ZI 
JUUAJtY 2.5, 1Jt1 

Mnelita clat...d by I'PL vera: 

(1) tbat t:be jo.tDt participation by JEA in tbe purcbaae of 
~ Obit 4 paved the way for additional trana.isaion 
!Dtedace capability froll JBA. (Tr. 67-68). This is iJiportant 
a!Dce JM OVDII the r-ininq transaiaaion capacity currently 
available on the sout:harn/Plorida interface. ['l'r. 70). 

(2) facUitatioa of the expansion of the southern/Florida 
tr•ngt .. ioa iDterface ('l'r. 472] 

(3) aa.uaing the unit life will extend beyond thirty years, 
PPL will ftOt bave to replace the capacity, as it would under 
tbe UPS arrangeaent ['l'r. 472] 

With regard to item (2), it is not clear from the record that 
this benefit is unique to the Scherer purchase option. see Staff 
Analysis for Issue 13. 

One eleaent that is of some concern to Staff is the 
possibility that, because of the phased purchases of Scherer Unit 
4 capacity prior to FPL'• stated 1996 need, the Company may have 
axe .. • capacity for years prior to 1996. 1 

QIQ t: Will FPL be able to deliver electricity from Scherer Unit 
No. 4 to ita load centers in the same time frames in which it is 
proposing to add investment to rate base? 

IIP""''P'!IQI: Yes. FPL will be able to transmit all the 
electricity froa the Scherer unit into Plor ida pursuant to the 
letter Of intent without violating the system transfer limits. 

IQI!f!QI Ql taBT!IS 

IlL: Yea. (PPL Brief, page 53]. 

a!;& Ye•· PPL •hould be able to receive energy out of Scherer 
~it No. 4 oonai•tent with the proposed phase-in of the purchase. 
[OPC, Stateaent Ot Issues And Positions, page 5] • 

D'I&Qz ••••au ha• no position on this issue. (Nassau Post 
Bearing stat ... nt Of Issues And Positions, Page 8]. 

Qldl: lfo position. [CLG, Post-Hearing Statement Of Issues And 
Positions, Page 7]. · 

Jill: lfo position at this time. [Prehearing Order, page 14]. 

IDU 'DLD!I: PPL provided evidence that the purchase of Scherer 
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UDit •o. 4 will not necessitate expansion of the Florida/Southern 
tran.alssion inter~ace. FPL's witnus Mr. Waters testified that 
FPL will be able to tran-it all the electricity fr011 the Scherer 
unit into Florida pursuant to tbe schedule o~ intent without 
violatiDCJ t:be syat- transfer lbita. (Tr. 976, Ex, 13, Doc. 3]. 
PPL's vitnus Kr. Woody further explained that PPL feels that there 
ia a Deed to expand the inter~ace in order to improve the 
reliability o~ ita ayat- and obtain associated economic benefits 
for ita cuatollers; but expansion is not required to make the 
-purcbaH o~ the SCharer unit possible. (Tr. 57-5&, 98, 271]. 

OPe an4 JI'PL are in agreement on this issue, while the other 
p&rtiea bave not taken a position on this issue. 

111111 10: I~ any transmission facilities and/or upgrades are 
required to accommodate the purchases of energy and capac! ty 
already under contract to PPL and the proposed Scherer purchase, 
What is the coat of such transmission ~acilities and/or upgrades 
aDd Vbo will bear such cost? 

. ... . I I l Jt. ~ O} : Transaission facilities and/or upgrades are not 
required to accoiiJDodate the purchases of enerqy and capacity 
already under contract to PPL and the proposed Scherer purchase. 

IQimQI or QI'IIII 

DJ.a 'l'be existing transmission facilities are adequate to transmit 
power venerated by PPL's share of Scherer Unit No. 4 into Florida. 
However, the Southern Companies have agreed in their letter of 
intent vith FPL to use best reasonable efforts to improve and 
upgrade the transmission facilities comprising the intertie with 
Plorida. [FPL Brief, page 55]. 

Qla: It appears that neither additional facilities nor upqrades 
will be needed specifically to receive energy and capacity subject 
to exiatin9 contracts or for the purchase. However, FPL's petition 
auggeats tbat additional transmission would be necessary, stating 
at page 5: •PPL's purchase of an ownership interest in Scherer is 
contiDcrent upon obtaining definitive agreements for all aspects of 
tr....aluion capability neceasary ·to transmit PPL's share of the 
Uhit output to FPL'• s•rvice area." In Exhibit 15, page 2 of 10, 
expanaion is listed under "conditions of sale." In Exhibit 5, FPL 
stated that the purchase would necessitate expansion of the 
Southern/Plorida transmission interface. Although the physical 
capacity exiata for existing contracts and the purchase, additional 
tranaaission capacity will be needed for reliability and economy 
interchange. Costa are not sufficiently quantified on the record 
of this proc .. dinv. [OPC, Statement Of Issues And Positions, page 
5]. 
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Jll!lu: Nassau•• standard otter contract was executed on June 13, 
1990 (before the letter of intent and before any definitive Scherer 
oontracta). Therefore FPL must ensure that there is sufficient 
trana.iaaion capacity available for the Nassau project. [Nassau 
Post Baatln9 Stat ... nt Of Issues And Positions, Page 8]. 

m.t: Mo poaition. (CLG, Post-Bearing statement Of Issues And 
Positions, Page 8). 

Jlla: Ho position at this time. [Prehearing Order, page 14]. 

IJ'AU !DJ,XIII: FPL Witness Woody testified that there is 
sufficient interface capacity to transmit all Scherer 4 power into 
Plorida. (Tr. 57]. However, Mr. Woody a lso noted that, in order 
to enhance the reliability of the system and to allow for economy 
purchases, aore transmission interface is needed. [Tr. 57-58; Tr. 
9!5-98]. PPL Witness Waters testified in like manner in his 
rebuttal teatiaony to OPC's Witness Wright. [Tr. 976]. As stated 
above in ita position on this issue, OPC now agrees that additional 
facilities and upgrades will not be needed to accommodate existing 
oontracta or the purchase of Scherer Unit 4. 

J 

IIIQI 11: Are the fuel supply and transportation costs presented 
in PPL'• economic analysis for Scherer Unit 4 reasonable and 
prudent? 

IJICI'!fti'IQ!!IQI: Staff is of the opinion that the fuel and 
traDsportation forecasts as presented by PPL are reasonable on 
their face and should be accepted for purposes of this proceeding. 

IQIIIIQI qr 1111!11 

~: Yea, they are. [PPL Brief, page 57]. 

QIQ: Mo. It is not reasonable to assume that FPL will be able to 
purChase coal at prices significant ly below those obtainable by the 
SOuthern Coapaniea. PPL's purported "strategy" has not been 
explained in detail or shown to be reasonable or feasible. In 
particular, FPL baa not shown how it can implement its own strategy 
if tbe aource of coal is subject to a majority vote with other co
owners and if PPL will only have "the right to go and request 
Geoqia Power to incorporate (PPL'a fuel supply] strategy into the 
bida they will seek for coal deliveries to Scherer 4." [Cepero, 
~. 373] [OPC, Stat .. ent Of Issues And Positions, page 6]. 

I!'IIRt No, tor the reasons set forth in Nassau's position on 
Iaaue I Which Nassau incorporates hQrein by reference. [Nassau 
Post Bearing Stat .. ent ot Issues And Positions, Page 9]. 

-24-



DOCltB'l' 110. 900796-EI 
JANUARY 25, 1991 

Q~&a: No. Tbe asawaptiona developed by FPL in presenting its 
eoonoaio analysis have been shown to be unreliable and biased. The 
0011ta asaUMd. by PPL in ita analyses of the various options, 
including tbe SCberer purchase option, the Martin IGCC option and 
tbe SOberer UPS option are not supportable and have introduced a 
aivnitioant and daaaging bias into the entire analysis. Nearly 
every auuaption relating to fuel and transport.ation .. de by FPL is 
clearly intended to t.properly bias the FPL study against every 
option other tban the Scherer 4 purchase option. The fuel 
~lation .. thodoloqies are inconsistent and therefore biased, 
apparently overstating the expense of fuel for one of the options 
by •o .. $500,000,000. The full extent of the error and bias can 
only be utillated at this time, but FPL has demons trated that it is 
unwilling or unable to fairly pre.sent fuel and transportation costs 
tar the various options is [sic] a reliabl e manner. The commission 
8houlc1 order this work performed by an independent consultant. 
[CLG, Post-Hearing Statement Of Issues And Positions, Page 8]. 

Jlla: No position. (Prehearing Order, page 15]. 

1!1!! !IJLIIXf: OPC takes the position that FPL has stated that 
tbey can purchase fuel for Plant Scherer at a price cheaper th~n 
vbat South~ can obtain it. Staff has reviewed the record and ve 
believe that the parties have misunderstood exactly what Mr. Silva 
really aaid on this issue. At Tr. 1088, lines 21 through 24, Mr. 
Silva, in replying to a question from Mr. Murrell on the $7.50 
aavings that PPL had indicated they could obtain if they purchased 
their own fuel, aaid 

No. I'd like to aqain restate it. We think 
that we can buy at that $7 per ton better than 
the nWilber that has been stated in the 
SOUthern Company UPS bid. 

PaCJ• 1 of Exhibit 23 at Line 24 un4er the Scherer UPS heading shows 
t65.89 per ton purchase price while under the Scherer purchase 
beading ahova $56.16 per ton. our calculations i ndicate that the 
differential is approximately $9.50 per ton. Mr. Silva's 
contention, at Tr. 1066 Lines 12 tbrouqh 18 and Tr. 1079 Lines 1 
tbrou9b 25, is that the current .arket is in a flux and that it is 
basically a buyer•• market. Based upon Staff's understandinq of 
the pruent aarket conditions, we would aqree with FPL's 
ooneervative opinion. 

RABSAU's position is that their position on ISSUE 8 i s the 
.... as their position on ISSUE 11. Staff has reviewed NASSAU's 
~iti~n on ISSUB 8 and do not find any way of applying a position 
on present value analyses to a position on the prudence of fuel 
supply and transportation forecasts. 
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CLG'a poaition is that the forecasts are biased due to 
different aasu.ptiona being used and different escalation factors 
beincJ uaed ~or the various power aupply options. Staff in the 
beqinning of tbia hearing process did have a similar problem. 
Bovavar after 90i~ through the bearing process and reviewing all 
ot tbe exbibita and testimony of the witnesses in this bearing we 
realise tbat, of necesaity, there will be differences in forecasts 
tor the tour basic power aupply acenarios. (Plant purchase, UPS 
purchase, Martin IGCC and Standard Offer) 

The Standard Offer fuel forecast is based upon the costs to 
provide power to a 500 MW coal-fired statewide avoided unit. FPL 
correctly used fuel costs and escalations from st. Johns River 
Power Park (SJRPP) since any coal fired unit built today or in the 
future would necessarily be required to have a scrubber included 
pursuant to HSPS requirements. 

Kr. Silva in his testimony at Tr. 1079 Lines 1 through 25 and 
Tr. 1080 Linea 1 through 6 makes the correct assumptions of what 
fuel coats would be for Plant Scherer 4 if they were to purchase 
that unit. The forecasts of fuel prices at Plant Scherer are based 
upon known costa in today•s market for fuel and transportation and 
should be accepted on their face. What is not known will be the 
type of fuel to be burned in the plant in 1995. That is, will the 
fuel be Appalachian coal or Western coal? There is considerable 

· apecull!ltion aa to the fuel type in the future and absent any 
deoiaiona on the part of the Southern Company, today, we must look 
to the forecasts aa provided in this proceeding. We have therefore 
reviewed the present . coal contracts and transportation contract and 
find that the prices paid are comparable to other NSPS compliance 
coal plants. 

The presentations by PPL on the forecasts for fuel for the 
Martin IGCC plants are purely speculative in nature and whether the 
forecast utilizes one year contracts or multiple year contracts can 
only be baaed upon conjecture. PPL's fuel division has 
consistently, in the past, provided this Commission with 
conservative, prudent forecasts on the price of fuel. Therefore we 
have not aeen any evidence to ref~te Mr. Silva's forecast. 

Finally we come to the UPS purchase fuel coats which start out 
hi9ber by approxiaately $9. 50 per ton than the Plant Scherer 
purcbaae option. The UPS purchase option is predicated upon a 
capacity factor of 90,. (See Line 18 of page 1 of Exhibit 23) It is 
the opinion of the •tatf that this power will have to come from 
aor than one unit in the Southern system in order to provide the 
vuaranteed 90t capacity factor. Therefore the costs will rise as 
the power is drawn from more expensive units further down in the 
hierarchy. Tbia is very likely the reason for the significant 
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CLG'• poaition is that the forecasts are biased due to 
different aaau.ptiona being used and different escalation factors 
being uaed for the various power aupply options. Staff in the 
bec)inninv of tbia hearing process did have a similar problem. 
However after going through the hearing proceaa and reviewing all 
of the exhibits and testimony of the witnessea in thia hearing we 
realize that, of nec .. aity, there will be differences in forecasts 
for the four baaic power aupply acanarioa. (Plant purchase, UPS 
purchaae, Martin IGCC and Standard Offer) 

The Standard Offer fuel forecast is based upon the costs to 
provide power to a 500 MW coal-fired statewide avoided unit. FPL 
correctly uaed fuel costs and escalations from st. Johns River 
Power Park (SJRPP) aince any coal fired unit built today or in the 
future would neceasarily be required to have a scrubber included 
purauant to HSPS requirements. 

Mr. Silva in his testimony at Tr. 1079 Lines 1 through 25 and 
Tr. 1080 Linea 1 through 6 makes the correct assumptions of what 
fuel coats would be for Plant Scherer 4 if they were to purchase 
that unit. The forecasts of fuel prices at Plant Scherer are based 
upon known coata in today's market for fuel and transportation and 
should be accepted on their face. What is not known will be the 
type of fuel to be burned in the plant in 1995. That is, will the 
fuel be Appalachian coal or western coal? There is considerable 
apeculation as to the fuel type in the future and absent any 
decisions on the part of the Southern Company, today, we must look 
to the forecaats aa provided in this proceeding. We have therefore 
reviewed the preaent _coal contracts and transportation contract and 
find that the prices paid are comparable to other NSPS compliance 
coal planta. 

The presentations by FPL on the forecasts for fuel for the 
Martin IGCC plants are purely speculative in nature and whether the 
forecast utilizes one year contracts or multiple year contracts can 
only be based upon conjecture. FPL's fuel division has 
consistently, in the past, provided this Commission with 
conservative, prudent forecasts on the price of fuel. Therefore we 
have not seen any evidence to ref~te Mr. Silva's forecast. 

Finally we coae to the UPS purchase fuel costs which start out 
hi9her by approxiaately $9. !50 per ton than the Plant Scherer 
purchase option. The UPS purchase option is predicated upon a 
capacity factor of 90t. (See Line 18 of page 1 of Exhibit 23) It is 
the opinion of the staff that this power will have to come from 
aor• than one unit in the Southern system in order to provide the 
9U&ranteed 90t capacity factor. Therefore the costs will rise as 
the power is drawn from more expensive units further down in the 
hierarchy. This is very likely the reason for the significant 
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difference in the base cost between the UPS option and the Plant 
Purabaae option. 

IIIQI 12: Doea the achedule being followed by the commission in 
tbia caae affo~d all interested parties adequate opportunity to 
protect their inter .. ta? 

', ........ f • ' , • • } : Yea. 

Y .. , it does. [FPL Brief, page 63]. 

Gl;: Mo. FPL did not provide detailed supporting documentation 
vitb ita petition and testimony. Intervenors had to elicit even 
rW:liaentary background information through discovery, but testimony 
bad to be filed before discovery responses were received. The 
COJilliaaion allowed expert witnaaaas to address all issues raised in 
tbe Coa~y•a direct case, but those witnesses and the Commission 
itself were forced to react at bearing to extensive spreadsheets 
an4 data coapilations that should have been subject to scrutiny 
before the hearing. The absence of definitive agreements prevented 
tbcu9htful analysis of critical aspects of the transaction. The 
requit-uant for expedited consideration wAs imposed by FPL and 
could have been waived by it. Since the critical date under the 
letter of intent ia June 30, 1991, six months after the definitive 
agr.-nta were to be signed, there was no apparent need to proceed 
to hearincJ on letters of intent that would be superseded before the 
co.aiaaion would taka a final vote. [OPC, statement Of Issues And 
Poaitiona, page &]. 

!!'lAP: No. FPL filed ita petition to include the purchase price 
of Soberer Unit 4 in rata base in late September. Alonq with its 
petition, l'PL filed threadbare direct testimony which included 
little baok•up data for the concluding statements contained 
therein. No support was provided for the economic conclusions 
contained in tbe petition and testimony claiming Scherer Unit 4 to 
be tbe .oat coat-eff•ctive alternative. 

PPL coabined a acant filing with a request for an expedited 
acbeclUle, r .. ulting in a hearing held ten weeks after FPL's initial 
filing. !hia schedule vas based on an approval deadline self
illpoaecS by FPL which PPL may waive and still consummate th& 
transaction. 

' At h•aring, even the Commissioners complained of their 
inability to locate data in the record supporting FPL's 
concluaiona. [Jiaaaau Post Hearing statement .Of Issues And 
Positions, Page 9]. 
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~~ No. The achedule did not a [aic] afforded [sic] reasonable 
period of ~iae ~o review the material provided by FPL in response 
to the data inquiriea of the parties in this extremely important 
poten~ial procur~t. What little discovery was attainable during 
tbia abort. period was available within only days (and tor some 
1teaa only boura) before the hearings commenced, leaving no 
reaaonable ~iae period tor parties and their experts and attorneys 
~o prepare tor the hearings. The intervenors were unable to tully 
aaatailate the data aade available by the time the hearings took 
place in tbia docket. FPL has bad an advantageous opportunity to 
review carefully how it would analyze this opportunity to purchase 
Soberer 4, and bas bad a far superior opportunity to evaluate the 
data that is available. on the other hand, parties such as CLG 
have bad an unreasonably short t~e to eva luate the data from 
diacoveri of other parties, and have had no opportunity to follow 
up on ita initial discovery requests with supplemental requests tor 
intoraation that has come to light during recent depositions and 
review of discovery documents made available to other parties in 
this docket. This schedule has been damaging and prejudicial to 
the intervenors. {CLG, Post-Hearing Statement Of Issues And 
Poaitiona, Page 9]. 

Ill&: No. [Prehearing Order, page 16). 

1J111 '!JLXIII: on November 9, 1990, the Office of Public Counsel 
(OPC) filed a Motion to Postpone Hearing and Reschedule CASR Dates 
vitb the Public Service Commission in this docket. on November 13, 
1990 Nassau tiled a Joinder in Public Counsel's Motion to Postpone 
a .. ri119 and Reschedule CASR Dates as did CLG. FPL tiled a response 
to theae aotions on November 14, 1990. On November 27, 1990, 
intoraal oral arCJWDents were held on these motions. FPL, OPC, and 
Raaaau were present and argued the positions they initially 
preaented in their motions. Commissioner Wilson, the prehearing 
officer in this docket, denied the motions of OPC, CLG and Nassau. 
Bee Order No. 23827, issued on December 4, 1990. 

lllpl 111 What effect, if any, does the Scherer Unit 4 purchase 
have on the Southern/Florida interface? 

IPW'11MIIQM: 
SCberer unit 4 
interface. 

The record tails to reflect what effect the 
purchase will have on the Southern/Florida 

~~ PFL's proposed purchase of an undivided interest in Scherer 
Unit No. 4 will facilitate the upgrade and improvement of the 
Southern/Florida transmission interface . [FPL Brief, page 64). 

-28-



DOCKIT NO. 900796-BI 
JAMUARY 25, 1991 

QIQ: 'l'be purchase will prevent PPL from receiving additional 
econa.y and reliability interchange until 1997 when the proposed 
third 500 kv line is scheduled to be in •ervice. All indications 
are that the third line would have been built whether or not FPL 
aC)'reed to purcbaM Scherer Unit No. 4. [OPC, statement Of I•aues 
And Poeitiona, paC)e 6). 

p•I&Ra lfas•au has no po•ition on thi• issue. [Nassau Post 
.~eari.Jl9 Btat~t Of I••ues And Positions, Page 10]. 

m.t: '!be pr~ed acquisition bas not been shown by competent 
evidence to provid~ any improvement to the Southern/Florida 
interface other than what would result with or without the purchase 
of SCberer 4. [CLG, Post-Hearing Statement Of Issues And 
Positiona, Page 9). 

JIIA: PIIPA is concerned that the purchase of Scherer Unit 4 would 
delay the addition of needed capacity in south Florida to support 
the Florida tranaaission qrid. [Prehearing Order, page 17). 

IDD 'DL!III: The Letter of Intent entered into by FPL, JEA and 
the Southern Coapanies states that "Southern c~mpanies will utilize 
beat reaaonable efforts to negotiate with electric utilities 'i~ 
~insular Plorida for the construction of additional transmission 
tacilitiea so as to increase the Southern/Florida interface in an 
effort to aake an additional 500 MW of interface capability 
available to FPL.• (C.pero, Exhibit 13, Document 2). However, 
there is no vay to predict with any certainty the efficacy of these 
•beat reaaonable efforts." Moreover, as Witness Wright points out, 
it ia unclear that the sale of Scherer Unit 4 provides different 
incentivea to Georgia Power to expand the interface than would 
long-tara UPS aalea from Scherer Unit 4. 

IUD 14: under what circumatances •hould the portion of the 
purcbaae price of assets in excess of book value (the "acquisition 
adjuat:.ent•) be 9ivan •rate base treataent," such that amortization 
.. y be inCluded in operating expenses and the unamortized 
~iaition adjuataent aay be included in rate base? 

• • .- • ' I • It' .., • . : It would be appropriate to include the acquisition 
adjuat.ent in rate bale if the Comaission finds that there is a 
capacity Deed and that the purchase option is reasonable and the 
.oat coat-effective alternative. 

~~ Rata baae treataent is appropriate when the asset is useful 
to the acquiring utility in providing •ervice to its customers, and 
tbe acquiaition of the assets results in benefits to those 

-29-



DOCKET RO. 900796-BI 
JANUARY 25, 1991 

cuataaera in coapariaon to the available alternatives. [FPL Brief, 
PA9• 66}. 

G!Q: Traditional concerns about acquisition adjustments are not 
pr .. ant in tbia caae. Thia is not a situation in which customers 
aerv.d by &ft aaaet will find rates increaailaq simply because the 
aaaet baa been aold to aomeone alae. As such, an acquisition 
adjuataent would not be objectionable in this if FPL had been able 

' to .. tabliab that ita purchase of Scherer Unit No. 4 was in fact 
prudent and the aoat coat-effective alternative available. [OPC, 
Stateaent Of Iaauea And Positions, paqe 7]. 

DIDP: Nassau baa no position on this issue. [Nassau Post 
Bearing Statement Of Issues And Positions, Paqe 10]. 

~= FPL baa not demonstrated that the purchase of Scherer 4 will 
provide power into Florida less expensively than the alternatives. 
In fact, the beat evidence before the Commission at this time is 
that the purchase of Scherer 4 would provide power to FPL's rate 
payers at hi9her, rather than lower, total costs. Under the 
circuaatancea, it ia not demonstrated that any amount above book 
value ia appropriate for rate baae treatment , and the petition 
abould be denied. [CLG, Post-Hearinq Statement Of Issues Anq 
Poaitiona, Page 10]. 

Ill&: ·lfo position. [Prehearinq Order, page 17]. 

ll'lll IDLJIIS: FPL witness Gower testified that acquisition 
adjuataenta should be included in rate base when the utility has 
deaonatrated (1) the need for the facilities, (2) that the 
purcbaae4 facility provides the greatest customer benefit, (3) that 
the purchase price waa naqotiatad at arm's length, and (4) that the 
purchase price ia reasonable. [Tr. 654-62]. 

OPC stated that the acquisition adjustment should be allowed 
if F.PL deaonatratea ita purchase ia •prudent and the most cost
effective alternative available." [OPe, statement of Issues and 
Position~~, page 7] • 

CLG alao baaed ita position on the most cost-effect! ve 
alternative available. (CLG, Poat-Hearinq statement of Issues and 
Poaitiona, page 10). 

Staff believes rate base treatment of the acquisition 
adjuat.ent ia appropriate in this case if FPL demonstrates the need 
for the capacity, and that the purchase option is reasonable and 
the .oat coat effective alternative. 

IIIQ 11: Should the Commission address in this docket 
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tranaalaaion ace••• diaputes that may arise from the Scherer unit 
4 purc:ba .. ? 

• ~· I I' It ., •. : lfo • 

~: Aa a veneral .. tter, proper iasues of transmission access 
brow)ht before the Ca.aission abould be addressed by it. However, 
tranaaiaaion diapute iasuea were raised during the course of this 
baarinv. This iaaue should be dropped. [FPL Brief, page 68]. 

Jm,Q: lfo position ia taken on this issue. 
Iaauea And Positions, page 7]. 

[OPC, Statement Of 

I!'IIV: The CO..isaion should address the effect of the proposed 
8c:berer unit 4 purchase on Nassau • a standard offer contract to sell 
435 IOf to PPL. Nassau's contract was executed prior to any 
~~ts for the proposed Scherer purchase. Therefore the 
cow-taaion wu.t ensure that FPL provides sufficient transmission 
capacity for lfaaaau•a project. [Nassau Post Hearing Statement Of 
I .. uea And Positions, Page 10]. 

aLl: lfo position. [CLG, Post- Hearing Statement Of Issues And 
Positions, Page 10]. 

lila: PMPA believes that the Commission should acknowledge that 
tranaaiaaion access constraints will or may arise from the Scherer 
unit 4 purchaae, and the commission should either afford all 
intareated parties an opportunity to address those issues in this 
docket or in the alternative, to open an additional docket to 
addreaa those laauea. [Prehearing Order, page 18]. 

mrr 'DT:l'lll: 'l'here has been no need determination for the Nassau 
Power project. Consequently, there currently cannot be a 
transaiaaion accaas dispute. In the future, however, if it is 
detarained that there is a need for tbe Nassau Power project, and 
.. a result, a tranaaiasion access dispute does arise, then Nassau 
abould petition the Commission to ~esolve the dispute. 

Jill' &fl Ia tbe purchase of an undivided ownership interest in 
SCbarer unit lfo. 4 a reaaonable and prudent investment necessary to 
enable r.PL to ... t ita forecast 1996 system load requirements? 

ftWPJIIQoT,ft'fti!IQW CJIIIDIS): The COIIllliasion should find that, 
if the final contract does not substantially differ from the Letter 
ot xntant and repreaentationa made in this docket by FPL, the 
purchase coat should be placed in rate base, and at a later time in 
base ratea purauant to a rate case or limited scope proceeding. 
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!be only issues in the next rate case or limited scope proceedinq 
ahould be issues related to O,M, rate ·desiqn, and any increase in 
capital costa. 

IIQQ'PUI JIC'-aw••QAJIOJI ClLOJD) : The purchase of an undivided 
ownership interest in Scherer Unit No. 4 appears to be a reaaonable 
and coat-ettective inveataent that will enable FPL to help meet its 
forecast 1996 systea load requirements. The Commission should not 
.ate a final deter.ination of prudence until the Company requests 
to reflect the ownership in its rates. 

PAIJIIQI AI IIBJIII 

JIL: Yea, it is. [FPL Brief, paqe 69]. 

Qlg: No. On the record of this proceedinq, FPL's purchase of 
Scherer Unit No. 4 beqinninq in 1991 has not been shown to be the 
.aat coat-affective alternative available to the utility to meet 
ita forecast 1996 system load requirements. [OPC, Statement Of 
Isauaa And Positions, paqe 7]. 

JIIIIP: The diacuaaion of the precedinq issues demonstrates that 
the proposed Scherer Unit 4 purchase is not a reasonable and 
prudent inveataant, especially in liqht of the fact that th~ 
Ca..iaaion does not even have befQre it for analysis the definitive 
contracts ... orializing the transaction. However, even if the 
Ca.aiaaion decides otherwise, it must take into account the 435 MW 
Vbicb Nassau will provide to FPL pursuant to its June 13 contract. 
[Naaaau Post Hearing Statement Of Issues And Positions, Paqe 11]. 

~: No. FPL baa not provided sufficient credible evidence to 
aupport ita contention that the petition should be qranted. The 
studies which PPL would have the commission rely upon have been 
demonstrated to contain both errors and intentional bias, causinq 
the studies and all resulting analyses to be without credibility. 
Additionally, there is no reason for the commission to proceed in 
this -tter before seeinq the final documents aqreed to by and 
between I'PL and CPC. The Commission is aware of the several 
cbanges that vera required to the documents originally sponsored by 
PPL's Kr. Waters as a result of the changes in the pendinq deal 
Which ruulted durinq the negotiations that have been on-qoinq 
between PPL and GPC. In order to reach a decision in this matter 
at this ttae, the Comaiaaion would be required to enter its order 
on suppoaition and speculation, and this should be avoided. [CLG, 
Poet-Hearing Stateaent Of Issues And Positions, Paqes 10-11]. 

Ill&: No position at this time. [Prehearinq order, paqe 19]. 

1111!1 1 '1111 II!LJIII CJIHIIHS): If the final contract does not 
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aivnificantly differ from the lAtter of Intent and other 
repr .. entationa aade in this docket I believe the issues 
aurroundill9 the contract should be put to rest. That is, I 
reccmaericS approving the contract, with the acquisition adjustaent, 
plac~ the coats in base rates as petitioned, and, further, 
lDcr ... Uag ba- rataa to cover the capital costa for the plant in 
J'PL'• next rate caae or limited scope proceeding. I would 
r~n4 the .... tor O&K except O&K may be lower than projected. 
otherwise I would reoo.mend similar treatment. Similarly for fuel, 
vbicb i• an ongoing issue for all plants. 

In the future, I would prefer to have the reaul~a of a bid 
procaaa reault in a total number (capital, O&M, and fuel) that is 
ba~ on an ROB reflecting the risk of a total dollar cap, or a 
formula for o~ and fuel. 

IIC!p'pQJ 1'QD "NJJIS CILOYQ) : Based on the discussion in 
Iaauea 2, 3 and 8, Staff finds that FPL has demonstrated that it 
baa a 1996 need for capacity and that the purchase of Scherer Unit 
4 appears to be the most coat-effective means to meet that need. 
However, it is premature to render a final determination of 
prudence for the purchase of the unit. We agree with OPC Witness 
Bartels, that the record is lacking in that the purchase contract, 
a tundaaental piece ot evidence, was not available. [Tr. 863]. I~ 
addition, a determination of prudence should not be made until the 
PPSC exaainea the books and records of the Company as part of its 
regular activities when the Company decides to reflect this 
purcbaae in ita rates. 

IIIQI 17: Should FPL be authorized to include the purchase price 
ot ita undivided share of Scherer Unit No. 4, including the 
acquiaition adjustment, in rate base? 

IIQ?¥M"P'JIQI: The Company should be authorized to include the 
~chase price of its undivided share of Scherer Unit No. 4, 
including the acquisition adjustment, in rate base as those purcba-• are aade. 

IQIUJQW or IAUIU 

IlL: Y... PPL abould be authorized to include its Scherer Unit 
Ro. 4 purchases in rate base, including the acquisition adjustment, 
aa thoH purcba-• are .. de. [FPL Brief, page 70]. 

Qlgz No. The eo.aiaaion does not have an adequate evidentiary 
baaia to conclude that the purchase of Scherer unit No. 4 beginning 
in 1991 is prudent and in the beat interest of FPL's customers. In 
particular, the expired letter of intent, as supplemented, does not 
provi4!e an adequate legal basis tor the Commission to meet its 
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oblivation under Section 366.06(1), Florida statutes (1989), to 
inv.ativate an4 4eter~~ine the actual legitimate coat• of the 
purcbaae to PPL. Aa auch, it would be premature to allow PPL to 
include coats in rate baae without knowing what those costa are and 
without JmovincJ wbetber all reasonable alternatives have been 
properly evaluated. [OPC, Statement Of Iasues And Positiona, page 
7]. 

I!'IIQ: No. See Iaaue 16. [Nassau Post Bearing statement Of 
Iaauea And Poaitions, Page 11]. 

~~ Ko. PPL abould not be encouraged in any manner to purchase 
Scherer Unit 4. It atanda to reaaon, therefore, that the 
CO..iaaion ahould not reach this issue, and should instead find 
that PPL failed to provide sufficient credible evidence to support 
the petition of PPL, which should be denied. [CLG, Post-Hearing 
stateaent Of Iaauea And Positions, Page 11]. 

Jll&: No poaition. [Prehearing Order, page 19]. 

1J111 J!tLII%1: Since PPL has demonstrated that it has a need for 
the Snherer Unit 4 purchase, and since the Scherer Unit 4 purchase 
appear• to be the most cost effective alternative, it should be 
authorized to include its phased purchase in rate base as thos~ 
purchaaea are aade. This would include a pro rata amount for the 
acquiaition adjuatment as suggest.ad in the Staff recommendation for 
Iaaue 1. 

IIIQJ 11: In the event FPL's petition is approved, should the 
CO..iaaion iapoae quarantee requirements on the electrical output 
of the unit and delivery to FPL and limit the amount of total 
inveataent, operation and maintenance expenses and fuel costs that 
vill be allowed tor recovery through rates? 

IJICM""'DP!TIQI: No. 

IQIIIIQI Ql 118!118 

11.111 No, it should not. The Commiaaion should review PPL's 
utiaatea of the coats aasociated with purchasing and operating its 
portion of Scherer Unit No. 4 to determine if those costs are 
naaonable and prudent. If the Comaiasion determines that the 
.. ttaat .. are reaaonable and that, baaed on these estimates, the 
purchaae ia prudent, then the Commisaion should approve the 
purcha .. of Scherer Unit No. 4 by PPL. Of course, the Commission 
aay review in the future actual costs of operating the plant, auch 
aa of thoae actual expenditures, taking into consideration all 
factor• aurroundinq the expenditure• at the time they are made. 
But it would be inappropriate to limit such review to a comparison 
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of tbe actual expenditures with the estimates that have been made 
at tbia tiae, aa Public Counsel suggests in this issue. [FPL 
Brief, pa9e 72]. 

Qla: Yea. If the Commission should go so far as to allow the 
purchaae in rate base with an acquisition adjustment at this time, 
FPL abould be allowed to recover no more than it would have 
recovered for the aost coat-effective alternative. At thia time, 
that appear• to be Scherer Unit No. 4 under the UPS reaponae to the 
RPP beginning in 1996. However, even the coat of this proposal 
.abould be adjuated downward to recOCJilize that the negotiation stage 
of the RPP proceaa vaa never conducted and to adjust fuel costa 
downward to recogni~e that alternate energy and Schedule R energy 
would have been available under UPS. [OPC, statement Of Issues And 
Positions, page 8]. 

peap: Nassau has no position on this issue. [Nassau Post 
Bearing Stateaent Of Issues And Positions, Page 12]. 

~~ Yea. CLG support• the position of Public Counsel in this 
aatter on thi• issue, and incorporates by reference the reasoning 
uaed by Public Counsel on this Issue 18. [CLG, Post-Hearing 
Stateaent Of Iaaues And Positions, Page 11]. 

1111: No position. [Prehearing order, page 20]. 

IZIII 'IJLJIII: There was no testimony given by any party in this 
proceeding to support the proposition that guarantee requirements 
on the electrical output of the unit be imposed by the Commission 
in the event FPL'• petition is approved. Neither is there 
testimony by any party that proposes to limit the O'M and fuel 
coats to be allowed for recovery. 

OPC Witness Wright did propose to limit the amount of 
inv .. taent to be included in rate base for FPL'a share of Scherer 
Unit 4 to approximately $616,386,688. He also proposed to limit 
tbe noainal fixed coat revenue requirements for generation and 
tranaaiasion associated with the plant to $3,098,838,000. [Tr. 
740). Witness wright goes on to say that he doubts that it would 
be appropriate to allow for future fluctuations in FPL's actual 
allowed coat of debt and equity capital aa they would apply to the 
capital revenue requirements associated with the purchase of 
SCherer Unit 4. [Tr. 18-19]. 

Staff does not support the proposal by Witness Wriqht and 
agreea with Witnua Gower that such a proposal is inconsistent with 
cost-baaed rate regulation (Tr . 1118]. Witness Gower qoes on to 
point out that, under cost-baaed regulation, investors are willinq 
to accept generally lo~er returns on their capital. [Tr. 1119]. 
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staff further agr ... with Witness Gower that the proposal by 
Witneaa Wright would have the effect of encouraging utilities to 
avoid long-run deciaiona and consider only projects that have 
aborter planning horizons and a lower risk of error. (Tr. 1121]. 

In quutioning by Chairman Wilson, Mr. Wright agreed that the 
iaplication of bia proposal is that the generating pieces of 
buain .. s be, in ••••nee, &eparated from transmission and 
cU.atribution. [Tr. 773] • staff believes that there is not 
autficient baaia in thia proceeding to depart from traditional 
rat ... king for the Scherer Unit • purchase. The long-term policy 
illplicatlons of such a departure are immense. And Mr. Wright 
polnted out under questioning by Commissioners Wilson, Gunter and 
Easley that long-term policy was really beyond the scope of his 
teatt.ony. [Tr. 789, line 19]. 
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IIIQ .l.t 1 Should the Commission accept the Findings of Fact 
proposed by the Office of Public Counsel (OPC)? 

• .... • I • ~ I. • •' & Bee Staff Analysis below. 

IDll WLTfJI: The Office of Public Counsel has proposed 106 
fincUnga of tact, which are discussed individuall y by number below. 

1. PPL' a petition referred to Section 366.076(1), Florida 
ftatutea , vbicb is a proc&dural statute permitting limited 
~invs, but did not identify any substantive statutory 
authority for the Co.Ussion to give prior approval for the 
purchase of Scherer unit No. 4. 

Tbir. atateaent is clearly not a finding of fact but rather a 
conclusion of law. Nevertheless, we will address it. FPSC Staff 
concurs in part and disagrees in part with this conclusion. 
section 366.076(1), Florida Statutes, is not solely procedural in 
nature. Section 366.076(1) is also substantive in that it also 
authorize• the Commission to act. We aqree with OPC that FPL did 
not identity any substantive statutory authority for the Commission 
to 9ive prior approval for the purchase of Scherer Unit No. 4. 
Nevertheless, it is clear that the Commission has the authority 
pursuant to Section 366.06(1), Florida Statutes. 

2. l"PL's petition and testimony asserted that the commission 
could approve the purchase of Scherer Unit No. 4 based on a letter 
of intent dated July 30, 1990. [Waters, Tr. 978] 

FPSC Staff concurs with this finding. 

3. The original letter of intent was used by FPL to evaluate the 
econoaic and strat~ic value of the purchase and to tile FPL • s case 
for CO..ission approval of the purchase. [Cepero, Tr. 309] 

FPSC Staff concurs with this finding. 

4. The letter of intent on which FPL's case is based expired on 
Deceaber 31, 1990. (Exhibit 13] Definitive agreements will 
supersede the teras of the letter of intent. The def ini ti ve 
atre..anta have not been introduced into evidence or subject to 
review in thia proceeding. The Commission's vote on February 5, 
1991, will be baaed on a record COlDpiled with reference to a letter 
of intent, vitb auppleaents, that has since expired. 

PPIC Staff concurs vi th this t inding. 

5. 'l'be orivinal letter of intent was supplement.ad by a letter 
dated September 13, 1990. FPL did not identify this supplement or 
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1nclu4e it in ita original filing even though the utility's 
petition v- not file4 until September 28 , 1990. [Woody, Tr. 37-
31; Cepero, Tr. 322; Exhibit 3) 

PPSC Staff concur• with this finding. 

6. The original letter of intent was also supplemented by a 
letter dated Deceaber 10, 1990, which had the effect of increasing 
the costa to PPL of purchasing Scherer Unit No. 4 and reducing the 
differential between the purchase and the UPS response to the 
capacity RFP. [Cepero, Tr. 322; Exhi bits 2 and 22] 

PPSC Staff concurs with this finding. 

1. The December 10, 1990, supplement t o the letter of intent 
requires PPL to compensate the southern Company for its costs of 
construction for the thir4 500 kv transmission line, but those 
coata will not be known until the definitive agreements are 
n-votiated an4 executed. [Woody, Tr. 60, 146-47, 150; Exhibit 2, 
page 4] 

FPSC Staff concurs with this finding . 

e. Tbe original letter of intent contemplated a separate f uel 
supply agreement but the parties have decided instead to 
il'lcorporate that agreement within the purchase and operating 
agre .. enta. [Woody, Tr. 134; Cepero, Tr. 327, 368] 

PPSC staff concurs with this finding. 

t. The December 10, 1990, supplement to the letter of intent 
provi4ed for the Southern Companies to use best reasonable efforts 
to aeet a 90t availability factor with supplemental energy and 
provide alternate energy during the transition period before FPL 
and JEA aaaume complete ownership. 

PPSC staff concur• with this f i nding. 

10. The letter of intent, as aupplemented, does not lay out all 
the teraa and condition• that PPL will be aubject to or the costs 
PPL will actually incur if it purchases Scherer Unit No. 4. 

PPSC Staff concurs with this finding. 

11. PPL baa calculated that a lt improvement in availability is 
worth approxiaately $20 million or $22 per kw but the penalty to 
Georgia Power purauant to the December 10, 1990, supplement to the 
letter of intent will only be $150,000 for each 1t reduction ( to 
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be applicable attar the aecond cloaing date). [Cepero, Tr. 380-81; 
lxbibi t 2, pac:Je 2, paraC)'raph 3] · 

J'PSC Staff concur• with thia tindinc:J. 

12. Purauant to paragraph 21 of the ori9inal letter of intent, the 
letter of intent aay not be conatrued aa being legally binding on 
the part!-. (Woody, Tr. 145; Exhibit 2; Exhibit 13] 

PPSC Staff concur• with this finding. 

13. The requireaant in the letter of intent that the commission 
.uat approve the tranaaction was imposed by FPL and can be waived 
by the utility. It is not considered by FPL to be a "no-deal" 
r8q\liruent. [Woody, Tr. 81-82] 

PPSC Staff concurs with this finding. 

14. Although PPL seeks expedited consideration in this case, the 
record indicate• that the costs to FPL and its customers are less 
the lonc)ar a cleciaion ia delayed. This is true at least until the 
June 30, 1991, deadline for the first closing. [Waters, Tr. 57~-
78; BXhibit 27] 

J'PSC Staff concurs with this finding while pointing out that 
PPL aade aoae gross aaS\UDptions that none of the other terms of the 
aC)'re-nt would chanc:Je. FPL assumed that the Company could 
substitute UPS power for a Scherer capacity payment after June 
1991, and that the transmission arrangement with JEA is in place, 
and all other arrangements would remain. (Tr. 578] 

15. PPL does not require additional capacity until 1996. [Woody, 
Tr. 23] The purchase of Scherer Unit No. 4 is intended to address 
a 1996 need. [Waters, Tr. 573, 1042] 

PPSC Staff disagrees with this first finding. Based on LOLP 
analysis in vhicb only the contracted and approved resources were 
included, PPL needs approximately 200 MW of additional capacity by 
1995. (Tr. 468) PPSC Staff conc~s with the second finding. 

11. The Cnaaission baa never determined the need for additional 
baa• load veneration venerally or an IGCC unit specifically on 
PPL's syataa for an in-service date of 1996. [Wright, Tr. 735; 
Bartels, Tr. 849, 860] 

PPSC Staff concurs with this finding. 

17. PPL included the 1996 IGCC unit in its generation expansion 
plana solely for the purpose of establishing an •avoided cost" 
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baaia against Vbich other alternatives could be evaluated. The 
IGOC at.ply aerved aa a future option required to balance the 
d-nd/aupply aix in P'PL'a atuctiea. [Waters, Tr. 461; Bartels, Tr. 
860] 

P'PSC Staff disagrees with thia finding of fact. FPL'• first 
atep in tbe planning process is to identify the amount of resources 
Deeded to aaintain power aupply ayatem reliability. An expansion 
plan consisting entirely of PPL constructed generating units is 
·then identified which fora the basis for establishing an •avoided 
coat" againat v!licb all other alternatives can be evaluated. 
Deaan4 aide proqraas are introduced into the plan first, followed 
by qualifying facilities, then purchased power. Each of these 
reaourcea is added to the plan to the extent it is available and 
coat-effective. Reaaining needs are met t hrough the addition of 
new generation capacity i.e. the 1996 IGCC unit. [Tr. 461-2, 466] 
The 1996 lGCC appeared in both the base plan and the final plan 
which include• a aix of aupply and demand aide alternatives. 

18. The Blectric Power Research Institute (EPRI) classifies the 
IGCC 'l'echnolocnr Development Rating as "Demonstration" and its 
Design Coat Eatiaate Rating as "Preliminary." [Bartels, Tr. 849] 

FPSC Staff aqrees with this finding of fact while pointing out 
that a number of IGCC units are in operation which are not as large 
as the 768 MW unit which FPL has identified. 

19. PPL' a petition and evidence assumed that the purchase of 
Scherer Unit No. 4 vaa economical because it was more cost 
effective than the Scherer Unit No. 4 UPS response to the RFP, 
vbich, in turn, was •ore coat effective than the 1996 IGCC unit. 
SUch an analysis is meaningful only if FPL first demonstrated the 
need for the IGCC unit (in the absence of such alternatives), which 
waa not done in this case. [Bartels, 'l'r. 858) 

PPSC Staff agrees with the first sentence of this finding of 
fact, but disagrees with the concluion concerning whether FPL 
daonstrated a need for the IGCC unit. OPC'• transcript reference 
doea not aupport the above . statements concerning FPL • s 
d..onatration of need for the 1996 IGCC unit. 

20. FPL did not include Nassau Power Corporation's contract for 
435 MCJ&watta in ita generation expansion plans. [Cepero, 'l'r. 316] 

PPSC Staff cor.~• with this finding. 

21. Because of the cost of coal and overcapacity on the Southern 
Syatea, SCherer Unit No. 4 operated at a 17t capacity factor in 
1919. The low capacity factor was because Scherer Unit No. 4 under 
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econoaic diapatcb waa not the economical aource of enerqy to 
deliver to PPL under UPS commitments much of the time. [Woody, 'l'r. 
53•54; Bxbibit 4; Watera, Tr. 536-37] 

PP8C Staff concur• vi th thia finding. 

22. Approxilaately 50 JDegawatta of Scherer unit No. 4 ia in Georgia 
Power' • retail juriadictional rate base. [Woody, '1'r. 93-94] 

PPSC Staff concur• with thia findinq while pointing out that 
Kr. Woody atatecl that: •It ia my underatanding that very little of 
Scherer Unit 4 bad been allowed in the rate base, and I'm saying 
perhap8 50 MW•. ['rr. 93-94] 

23. PPL baa not disclosed exactly how it conc luded the UPS 
response waa the best option under the RFP. [Wright, Tr. 726, 732-
33, 754; Bartels, Tr. 865) 

FPSC staff concurs with this finding. 

24. PPL baa not provided comparisons against other eupply-side 
alternative• auch as combustion tt:rbines or standard combined-cycle 
generation. [Bartels, 'l'r. 859-60] ' 

FPSC Staff cliaaqreea with this finding while pointing out that 
PPL previously performed this comparison in the Lauderda le 
Repowering and Martin Unit Nos. J and 4 need determination. The 
review of the results of FPL's planning process and the comparison 
of the economics of alternative means of meeting capacity needs is 
included in the testimony of FPL'a witness Waters. [Tr. 461-471] 

25. FPL baa not provided the dollar impact or system reliability 
i.Japact of the reduced ability to make other firm and economy 
purchas .. after the purchase of Scherer Unit No. 4 takes place. 

Statf disagree a with this finding aa it is not s upported by a 
transcript reference, IIJ\d ia not identified in the record. 

26. '1'ba proposed schedule to phase in the Schere r Unit No . 4 
purcbaH doe a not correapond to apecif ic capacity needs in specific 
yeara. (Waters, Tr. 618] 

PPSC staff concurs with this finding. 

27. The •t0- 1 91 aUIDier peak reserve marqin of 17t calculated 
without tbe Turkey Point units ia within FPL's reliability criteria 
which calla for a minimum aummer peak reserve margin of 15t. 
(Watara, Tr. 464 , 618-19] FPL ' s reliabili ty standards, even with 
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projectiona of increaaad abort-term load growth and delayed QF 
capacity, are not violated before 1995-96. [Waters, Tr. 470] 

rtsc Staff aqr .. a with the first finding of fact while 
pointing out that. the winter reserve margin of 13t and the sWiller 
reaarve aargin of 17t includes the 800 MW of countermeasures of 
purcbaaed power and other options to aeet the need for the 1990-
1991 period. (Tr. 618-19] FPSC Staff agrees with the second 
finding of fact. 

28. JBA, aa a aunicipal utility, receives benefita from early 
ownership of Scherer Unit No. 4 in the form of lover capital costs 
an4 freedoa from incoae taxes that are not applicable to FPL as an 
investor-owned utility. (Cepero, Tr. 360] 

PPSC staff concurs with this finding. 

29. FPL baa agreed to pay approximately $953 per kw for Scherer 
Unit No. 4. FPL calculated a "break-even" amount of $935 per kw in 
June 1990. [Cepero, Tr. 350; Exhibit 15] 

staff agrees with this tindinq ot tact while pointing out th~t 
tbia calculation ia baaed on a aeries of a osumptions, such as a 
aodeled availability of 83t versus an expected availability of sst; 
and aaa\llling considerably higher O&M in the purchase option. 
(Bxhibit 15] 

30. PPL aaaerted that the purchase option was "the lowest cost," 
•eoonoaically auperior," "moat economically beneficial," and "the 
least coat alternative for that capacity need in '96 '97." (Woody, 
Tr. 19, 23, 158] 

PPSC Staff concurs with this finding. 

31. PPL'• analyse• that purported to ahow that the purchase of 
Scherer Onit No. 4 vaa leas expensive on a present value basis than 
the UPS r .. ponae to the RFP were done incorrectly. [Waters, Tr. 
471; axbibit 18 (Docwlent 10)] The total system CPVRR for each of 
the four aoanarioa ahown on Exhibit 21 should have been the aame 
for the firat four yeara, 1990-1993. (Waters, Tr. 570-72, 990; 
Bartels, Tr. 177, 882-83; Exhibit 30] The Scherer UPS case, 
however, vas approxtaately $3 aillion higher than the other three 
in 1991, $11 aillion higher in 1992, and $27 million higher in 
1993. (Waters, Tr. 568•74; Exhibit 21, page 2, column 15; also 
IXbibit 19, page 4 of 6, column 12, and Exhibit 20, page 2, column 
12) 
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PPSC Staff agrees with this finding of tact, while pointing 
out tbat PPL identified additional benefits affecting their 
4eciaiOD to purchase Scharer Onit No. 4. [Tr. 472] 

32. 'l'be extent to which the error for earlier years in Exhibit 21 
propagated through later years is unknown, but the system savings 
of t15 aillion attributed to the purchase has to have been 
overstated by at least $27 million, aaking UPS a better deal by no 
1-s t:ban $12 aillion. When the December 10, 1990, supplement to 
the Letter of Intent (which reduced the $15 million by $8. 3 
aillion) is conaidared, UPS is better by approximately $20 million. 
[Bartela, Tr. 883; Exhibit 30] 

PPSC Staff concurs with this finding, while pointing out that 
the UPS savings of approximately $20 million represents five one
bundrecta of one percent of the total system CPVRR. [Exhibit 30] 

33. Analyaea provided by FPL show that it is less costly to the 
utility to delay acquiring additional capacity until 1996. 
[Watera, Tr. 573; Exhibit 21] If receipt of OPS is delayed until 
1996, the OPS response to the RFP would provide savings of 
approxiaately $79 aillion over the purchase of Scherer onit No. 4 
proposed by FPL. [Bartels, Tr. 874, 877, 883; Exhibit 30]. 

PPSC Staff concurs with the first finding of fact, while 
pointing out that PPL'a witness Waters indicated that it was not an 
option to purchase the Scherer unit and not take the early years 
prior to 1996. Mr. Waters also indicated that there is certain 
value in the earlier years which address the coverage of the Turkey 
Point unit dual outage and result in favorable long term economics. 
[Tr. 5741 PPSC Staff concurs with the second finding of fact, 
while po ntin; out that OPC's witness Mr. Bartels discussed the 
varioua int.angiblea associated with purchasing the Onit, ultimately 
effecting the conclusions which will be reached concerning the long 
tara econaaica. [Tr. 877-83] The $79 million savings represents 
eivhteen one-hundreds of one percent of the total system CPVRR. 
[~ibit 30) 

34. PPL's purcbaae of Scherer Onit No. 4 will require the utility 
to expend capital tor capacity in years prior to the 1996 need for 
tbat capacity. (Woody, Tr. 29] 

PPSC Staff concur• with thia finding. 

35. PPL aaauaed in ita analyses that it would be able to dispatch 
Soberer unit No. 4 in 1991, even though Southern companies reserved 
the rivbt to dispatch the unit until 1995. [Waters, Tr. 592; 
Exhlbi t 2, page 3, paragraph 5] 
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PPSC staff concurs with this finding, while pointing out that 
PPL aaauaed tor aodeling purposes that the Company could dispatch 
the unit. Tbis is a result of committing the unit and scheduling 
the eDU'fi in a aanner very aiailar to dispatching the unit. [Tr. 
592-93] 

36. In ita OPS reaponae to the RFP, Georgia Power stated that 
alternate energy would be available from units on the Southern 
Systea under teraa consistent with the 1988 UPS agreement. [Denis, 
Tr. 229-40] In ita eoJ~parison of the purchase of Scherer Unit No. 
4 veraua OPS, however, PPL assumed unit fuel costa for UPS baaed on 
ener'V}' prices in the RFP response even though it was stated 
explicitly in Exhibit 10 (at Form 8, Exhibit 8.2.1, Paqe 7 of 14), 
that •Energy price is composed of fuel and losses. (Excludes 
Variable O"') Actual energy costs should be lower due to the 
propoaal to aake Alternate energy available." [Waters, Tr. 517, 
534, 552, 585] Recoqnizing the availability of alternate enerqy in 
the OPS reaponae (which would not be available after the transition 
period for the purchase), would increase the savings of the UPS 
option over the purchase option above the $79 million identified in 
Exhibit 30. [Bartels, Tr. 875] 

I 

PPSC Staff disagrees with this findinq and the conclusion 
reached concerning increased savings, as the record does not 
support or reference the statements identified as Mr. Bartels. 

37. ~e fact that the UPS option is the best of the alternatives 
conaidered by FPL does not mean it is the beat option overall, only 
that it is the beat of the ones presented. (Bartels, Tr. 883) It 
is not known whether corrections comparable to those made to UPS 
should also be made to the standard offer evaluation. (Bartels, 
Tr. 884] 

PPSC staff disagrees with this findinq of fact , as OPC's 
witness Bartels is expressing his personal opinion based upon a 
belief that FPL had failed to consider demand-side management or 
conaervation optiona. Mr. Bartels, under cross examination 
acbdtted that he was not aware with or had he reviewed FPL's 
deaand-side aanaqement plan for the 1990'•· [Tr. 886] Staff does 
not believe that OPC can propose a finding of fact from the 
following stat ... nt: •it is not known whether corrections 
coaparable to those ude to UPS should also be made to the standard 
offer evaluation•, vhen this statement is baaed upon a conclusion 
of a witness. 

38. The aajority of energy FPL receives today from its 1982 UPS 
aqreeaent, Which includes Scherer Unit No. 4 in the generation mix, 
is SChedule R. [Cepero, Tr. 346) 
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PPSC Staff agrees with this finding of fact. 

39. In ita ~iaon of the Scherer purchase versus UPS, FPL used 
both a higher fuel coat which aasumed all energy would be provided 
by unit No. 4 and a higher transmission cost which recognized that 
energy would, in fact, originate from various units on the southern 
Syat- becaWie of the alternate and supplemental energy provisions 
of tbe UPS reaponae to the RFP. [Denis, Tr. 238-42; Cepero, Tr. 
3551 Watera, Tr. 588-89; Bartels, Tr. 875] 

PPSC Staff agr ... with this finding except for the assumption 
that the higher fuel cost would be assumed to come from only 
Scherer Unit No. 4. Staff's position is that the higher fuel cost 
ia a reault of the 90t capacity factor for the UPS sale. UPS power 
froa Scherer No. 4 would have to be auqmented from more expensive 
unita lower in the dispatch hierarchy to achieve a 90t capacity 
factor. See Staff'• analysis in Issue 11. 

40. PPL'a uae of energy prices from the UPS response to the 
capacity RFP, which were expressed "in dollars per megawatt hour 
delivered to the border," and the transmission charges listed in 
the RFP reaponae, which assumed energy being delivered from various 
unita on the Southern syst;.em, makes it unclear whether there was a 
double-counting of aome transmisaion charges associated with th~ 
UPS propoaal when FPL compared the purchase of Scherer Unit No. 4 
veraua UPS out of that unit. [Waters, Tr. 517] 

Staff doea not understand this finding. We have reviewed the 
tranacript citation and are unable to confirm the statement that 
•it ia unclear whether there was a double-counting of some 
tranaaiaaion charges associated with the UPS proposal ••• " 

41. Both the fuel costs and transmission costs could have been 
aubject to negotiations had FPL continued with the RFP process and 
att .. pted to reach a final agreement on the UPS response to the 
RPP. [Watera, 1005-06] 

PPSC Staff concurs with this finding. 

42. In ita UPS reaponae to the RFP, Georgia Power offered energy 
fraa other unita to afford a 90t availability factor. [Waters, Tr. 
510; Exhibit 10] 

PPSC Staff concurs with this finding. 

43. Baaed on the tot availability under the UPS response to the 
RPP, ayat .. fuel costa should be less than for the purchase option, 
but PPL portray• them as being higher. [Bartels, Tr. 876; Exhibit 
23] 
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PPSC Staff does not concur with this finding as it would not 
nece.aarily be true. In order to get 90t availability, power would 
bave to coae froa aore than on unit which will probably be lower 
in the hierarchy of diapatch. 

44. !bare ia no explanation in the record why, during the years 
2005 tbrougb 2010, FPL haa the UPS option with its higher 
availability being diapatched at a lower level than the Scherer 4 
purohaae with ita lower availability. [Bartela, Tr. 876; Exhibit 
.~4] 

PPSC Staff concurs with this finding. 

45. PPL aaauaed an availability of sst for the purchase option and 
the aodel uaed gave a capacity factor of sst, which assumes "the 
unit ia running full blast every minute of every hour that the unit 
ia available for aervice.• In 19SS, coal units of similar size 
experienced an equivalent availability factor of SS.4t on average 
bUt a net capacity factor of 62.6t. [Waters, Tr. 50S-07, S3S, S56; 
Bxhibit 26) In the UPS reaponse to the capacity RFP, the Scherer 
Plant waa projected •to operate between 46t and 56t of capacity.• 
[lxbibit 10 (at Form 7, Exhibit 7.1.1, page 2 of 9)] 

PPSC Staff concur• with this finding. 

46. There ia no evidence that Georgia Power withdrew its UPS 
reaponae to the R.FP. The fact that FPL concluded in May or June of 
1990 that the UPS response to the RFP was the winner but held off 
notifyiftCJ Georgia Power until it could negotiate terms of the 
purchaae indicates that FPL believed it could enter a UPS contract 
for up to S48 MW beginning in either 1994 or 1996. (Denis, 252-53; 
Exhibit 11) 

FPSC Staff concurs with this finding. 

47. It is not known what the final terms of a UPS contract for 
SCherer Unit 4 would have been because the final step of the RFP 
proceaa, i.e. negotiation of a final agreement, was never taken. 
[Dania, Tr. 217, 239, 251) 

PPSC Staff concur• with this finding. 

41. !be purchaae option would allow FPL to earn a return on $615 
aillion Vberea• the UPS option would require FPL to pay a return on 
approxiaately $500 aillion. 

FPSC Staff does not concur with this finding. The UPS option 
would not require FPL to pay a return on approximately $SOO 
aillion. The return FPL would pay is built into the $SOO million. 
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49. In ita RPP ruponae, Georgia Power stated it was flexible on 
tbe .tartin9 date and offered to make UPS sales beginning as early 
aa 1990 at prices lover than those reflected in the RFP response 
tor year• prececU.nq 1994. [Woody, Tr. 63-65; Denis, Tr. 236; 
BXbibit 10 (at Pora 8, Exhibit 8.3.1, page 11 of 14)] Earlier, 
at a Boveaber 30, 1989, aeeting, southern Company representatives 
indicated they would be willing "to consider just about any kind of 
aala• 1ft the near-tara before the dates contemplated in the RFP. 
[WOOdy,, !r. 63-66, 86; Denis, Tr. 196-97, 220; Exhibit 7, page 1] 

·Therefore, both the purchase and UPS offered the opportunity to 
reduce PPL'• dependance on oil at an earlier date. [Woody, Tr. 66] 

PPSC Staff concurs with this finding. 

50. Thera is no evidence establishing that the cost to FPL of 
reducing ita reliance on oil in the near-term by purchasing Scherer 
Unit Ho. 4 i• coat-effsctive. [Woody, Tr. 30) 

FPSC Staff does not concur with this finding. Mr. Woody said 
at Line 11, page 30 - "We will have a later witness that will cover 
the econoaic evaluation". 

' 51. Both the purchase and the UPS out of Scherer Unit No. 4 would 
reduce PPL'• total investment while locking in the price of the 
unit. 

Staff does not understand this finding. We do concur that PP.L'• investment would be reduced relative to the construction of 
ita own IGCC unit. 

52. Both the purchase and the UPS could provide capacity in 1991 
to aeet projections of increased load growth and allow for the 
upgrade of the Turk•Y Point nuclear station. The projection of 
incr-ad load growth, however, is likely in error because FPL 
... uaed reduced prices would stimulate usage and the opposite has 
occurred because of rising oil prices. [Waters, Tr. 594, 620] 

FPSC Staff concurs in part with this finding. Mr Waters agreed 
to that atat.iant only for 1991 an~ not beyond. 

53. Both the purchase and the UPS would provide capacity and 
anarvy froa an existing unit with known performance and costs. 

PPSC Staff concur• with this finding. 

54. In ita RPP response, Georgia Power offered FPL up to 848 MW 
tor a period of 30 years or tor the life ot the unit. [Exhibit 10, 
pave 2) Therefore, both the purchase and the UPS offered the 
potential tor a unit lite beyond 30 years. Moreover, even if the 
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UPS vera for only 30 years, it would not terminate until the year 
2026. ~i• is only 3 years before the unit•• 40-year life would 
expire in the year 2029. Thus, there is no siqnificant benefit to 
the purchase even when compared to a 30-year UPS agreement. 
[Wri9bt, Tr. 738-39] 

Staff concurs with this finding except for the last sentence. 
We think a aore accurate statement from the record is " • • • the real 
benefit of the potential extended life of Scherer 4 is 
quutionable. In the first place, this benefit is speculative, and 
in the HCOnd, even if the unit should attain its .. tiaated life of 
40 years, the incraental benefit may not be nearly as qreat as 
PPL'a vitnuaes• teatilaony miqht lead one to think. " [Wriqht, Tr. 
738) 

55. FPL and Florida Power Corporation beqan discussinq a third 500 
kv transaisaion line as early as March 27, 1990. (Woody, Tr. 54-
58; Exhibit 5) In the letter of intent between FPL and FPC, FPL's 
participation in construction of the third line is not conditioned 
upon ita purchase of Scherer Unit No. 4 or upon Commission approval 
of that transaction. [Woody, Tr. 115; Exhibit 6) 

PPSC Staff concurs with this findinq. 

56. If PPL had proceeded under the UPS response to the RFP, it 
would still have been interested in construction of a third 500 kv 
line. [Denis, Tr. 261; Wriqht, Tr. 737) 

FPSC Staff concurs with this findinq. 

57. Major Florida utilities were neqotiatinq the transfer limit 
allocation into Florida across the Southern/ Florida transmission 
interface as early as December 11, 1989. [Denis, Tr. 200; Exhibit 
9) 

PPSC staff concurs with this finding. 

58. It is reasonable to assume that, for purposes of system 
reliability or for purposes of firm sale transactions, that an 
enbanceaent to the southern/Florida transmission interface would 
ocour without either the purchase of Scherer Unit No. 4 or UPS 
aalea in response to the RFP. [Waters, Tr. 531-32] 

Staff concurs with this findinq except that it is not clear as 
to the tiain9 of the enhancement. Mr. Waters • response to Mr. 
McGlothlin'• question that "it's reasonable" was in reference to 
the t!Ae period between •now and 2018" of Mr. McGlothlin • s 
question. [McGlothlin, Tr. 531, line 25] 
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59. Portiona of the Kathleen to Orange River 500 kv line segment 
would be built in any event for reasons other than transfer 
capability increase (e.g. load serving needs). [Denis, Tr. 263; 
Bxhibit 12, page 2) 

Staff concurs with this finding except that it i s not clear as 
to the tilling of the construction. Mr. Denis seems to imply that 
it would be constructed after the year 2000. [Denis, Tr. 263, line 
17) 

60. In bia Docwlent 10 (Exhibit 18), Mr. Waters assumed the 
SOuthern/Florida tranamiaaion interface would be expanded only i n 
OQnjunction with the Scherer Unit No. 4 purchase and UPS options. 
[Watera, Tr. 529-30] 

PPSC Staff concurs with this finding. 

61. In hia Document 10 (Exhibit 18), Mr. Waters assumed that no 
enbance•ent of the Southern/Florida transmission interface would 
occur for the next thirty years for the IGCC and standard offer 
scenarios. (Waters, 530] 

FPSC staff concurs with this finding. 

62. The purchase of Scherer Unit No. 4 would leave FPL with no 
capability to assist during a unit outage or make additional 
economy purchases that provide a reliability benefit and economic 
benefit to FPL's customers until 1997 when the third 500 kv line is 
acbeduled to be in service. [Woody, Tr. 97-98; Cepero, Tr. 343; 
Waters, Tr. 591-92, 975] 

Staff concurs with this finding in part. We believe that the 
cgmbination of UPS purchases and the phased purchase of Scherer 
Uftit 4 WOUld have this effect. [Woody, Tr. 97-98] 

63. Without tbe third 500 kv line and the additional 450 megawatts 
PPL could iaport over it, FPL would have to build more capacity in 
tbe South Plorida area. [Woody, Tr. 99] 

PPSC Staff concurs with this finding. 

64. J7L t.poeea a "location penalty" to the calculated cost per 
.- in ita evaluation of QP's remote to the utility's load centers. 
lt vould be approxtaately 25t tor a QP located in Central Georgia. 
PPL 414 not apply a location penalty to its claimed $953 per KW for 
8cberer unit No. 4. (Cepero, Tr. 335-36] 

PPSC staff concurs with this finding. 
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65. Inatea4 of a location penalty, FPL included the expected 
tranaa1••ion coat for expansion of the southern/Florida 
transa1••1on interface aa a coat aaaociated with the purchase of 
SCherer unit No. 4 aa well aa UPS. [Waters, Tr. 495] By including 
the tran..J.•aion coata and picking up aaaociated economy purchases, 
the i:otal coat with tranaaiasion ia leas than the total coat 
without tranaaiaaion. [Watera, Tr. 985] This aethod of 
recoqniainq the •penalty• actually reduce• the coat of purchasing 
and UPS by reducing total ayatem fuel coat in Mr. Waters • Document 
10. [BXbibita 18 and 36] 

PPSC Staff concur• with this finding. 

66. PPL baa aaaUJDed a cost of $180 million for enhancements to add 
an additional 500 MW to FPL'a import capability over the 
Southern/Florida interface. [Waters, Tr. 474] Since FPL will 
actually receive only 450 MW of additional import capability, the 
$180 aillion equates to an additional $400 per KW on the purchase. 
(Woody, Tr. 98; Wright, Tr. 738] 

Staff doea not concur with the way this finding is worded. 
Tbe $400 per KW relates to the purchase of additional transmission 
plant. (Wright, Tr. 738] • 

67. FPL vaa engaged in negotiations to allocate its joint 
tran .. iaaion interface with JEA even before purchase negotiations 
becJan. · ( capero, Tr. 3 58] 

FPSC Staff concurs with this finding. 

68. The tranafer limit allocation for the Southern/Florida 
interface waa conaummated on May 14, 1990. [Denis, Tr. 200] FPL 
and JBA, as the Joint Operating Partners (JOP) , received 2784 
aegawatta purauant to that allocation, of which FPL is entitled t o 
1492 aagawatta. (Dania, Tr. 203-204) 

FPSC Staff concur• with this finding. 

69. Although the daciaion to purchase Scherer Unit No. 4 provided 
aotivation for JBA to enter a latter of intent to qive FPL 
sufficient tranaaiaaion service to receive additional capacity and 
~ froa the Southern System to offset the outage at TUrkey 
Point, PPL could have reached an agreement for allocation of the 
2784 .agavatta if the purchase vas not under consideration. [Denis, 
ft. 209] 

Staff finda that Mr. Denis used the phrase "··· we may have 
ultiaataly reached an agreement ••• " when he was asked the question 
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by Kr. Howe. Thia is somewhat more tentative than the conclusion 
atated in thia fin4ing. [Denis, Tr. 209] 

70. At the tiae PPL 4ecided Scherer Unit No. 4 in a UPS 
configuration won the RFP, FPL did not have sufficient transmission 
capacity allocated to it to receive the energy through the jointly 
owned tran-iaaion facilities with JEA in 1994. The absence of 
aucb an aqre .. ent did not deter FPL from finding the UPS response 
vaa aoat favorable. [Denis, Tr. 259-60] 

FPSC Staff concur• with this finding. 

71. PPL felt it could work out more favorable transmission 
arrang ... nta with JEA under the purchase agreement than it could 
under the UPS response to the capacity RFP. [Cepero, Tr. 357) 

. FPSC Staff concura with thia fincHng. 

72. All the RFP responses were evaluated against FPL's own fuel 
coat projections and FPL deemed most, if not all, to be reasonable. 
[Dania, Tr. 179] 

PPSC Staff concurs with this finding. 

73. Under the purchase agreement, FPL (and JEA) will be allocated 
25t of the existing long-term contracts for coal at Plant Scherer 
without regard to the availability or capacity factor out of Unit 
No. 4. (Cepero, Tr. 338] 

PPSC Staff concurs with this finding. 

74. FPL believea ita obligations under existing long- term fuel 
aupply contract• will be offset by its opportunity to participate 
in the co.petitive bids and volume transportation benefits which 
are available to the Southern Companies. [Cepero, Tr. 352] 

FPSC Staff concurs with this finding. 

75. FPL will have •the right to go and request Georgia Power to 
incorporate [FPL'a fuel aupply] strategy into the bids they will 
ae.k for coal deliveries to Scherer 4." [Cepero, Tr. 373] 

FPSC Staff concura with this finding. 

76. Where rPL goea for coal supplies will be a joint decision of 
all ownera of Plant Scherer. [Cepero, Tr . 375] 

FPSC Staff concur• with this finding. 
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77. PPLuaed a 7.15l escalation factor for Martin fuel and a 4.99t 
.. calation for coal under the purchase option. (Waters, Tr. 602; 
Silva, Tr. 1082; Exhibit 23] 

PPSC Staff concurs with this finding. 

78. Poorer quality coals should escalate at a lesser rate than 
bi9her quality coals. [Wells, Tr. 943, 949-54] 

.. PPSC Staff concurs that Mr. Wells said this. It is not a 
stateaent of fact but a position of the party. 

79. PPL doesn • t know why a heating value of 12, 000 Btu 1 s per pound 
vas used in the Scherer purchase case in Exhibit 23, page 1, line 
22 vhile 12,479 Btu's per pound were used for UPS. (Waters, Tr. 
607] 

FPSC Staff does not concur with this finding. Mr. Waters said 
be didn't know and deferred to Witness Silva. 

80. FPL cannot reasonably be expected to be able to purchase coal 
at a delivered price significantly below what the southern 
Coapaniea can obtain coal tor. [Wells, Tr. 943, 956] 1 

PPSC Staff concurs that Mr. Wells said this. It is not a 
atataaent of fact but a position of the party. 

81. FPL baa specified, without explanation, a high-sulfur-content 
coal and high-Btu coal for its Martin IGCC unit that is only 
available in Pennsylvania and perhaps northern West Virginia when 
other hi9h-aulfur coals can be obtained much closer to Florida. 
(Wella, Tr. 954-55] 

PPSC Staff concurs with this finding . 

82. Plant Scherer is served only by the Norfolk southern Railroad. 
[Silva, Tr. 1062] 

PPSC Staff concur• in part to this finding. Mr. Silva also 
aaid a spur could be built to the csx 35 miles away. 

13. When coaparing the UPS versus the purchase option, Mr. Waters 
uae4 tbe projected energy prices from Exhibit 10 (Form 8, Exhibit 
1.2.1, pa9e 7 of 14) as the UPS fuel costa. It is not known where 
Hr. Silva extracted tbe $65.89 per ton coat used in Exhibit 23, 
pa9e 1, 1ine 24, column 4. (Waters, Tr. 517, 534, 552, 585; Silva, 
Tr. 1078] 
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FPSC Staff doea not concur with this finding. Witness Silva, 
at Tr. 1078, aaid that Col. 4 "came as part of the capacity RFP bid 
that ve received froa Georgia Power". 

84. If the actual fuel cost to Georgia Power was less than 
projected in the UPS r .. ponse to the capacity RFP, that benefit 
would bave been paaaed through to FPL. [Silva, Tr. 1089] 

P'PSC staff concura with this finding. 

8!5. PPL used the 8'0 Fairmont Diatrict to develop transportation 
coata for the Martin aite. FPL could have selected a rate district 
froa whiCh the coat of tranaportat ion was $2.50 per ton less than 
that froa the Fairmont Diatrict. [Silva, Tr. 1094-97] 

FPSC Staff does not concur with this finding. Mr. Silva did 
not aay this. Mr Murrell, counsel for CLG, offered this in his 
queationing of Mr. Silva. 

86. PPL eacalated the Martin option without removing the fuel 
ca.ponent froa the GNP implicit price deflator and adding an 
additional fuel element to 40t. This methodology was not used to 
evaluate the SCherer Unit No.4 purchase option. [Silva, Tr. 1099] 

PPSC staff concura with this finding. 

87. FPL implicitly considered the cost of emission allowances 
under the UPS reaponse to the RFP by employing the energy prices 
9iven in the RPP response for Scherer Unit No. 4 and not 
recognizing the fact that alternate energy would be available from 
other unita. [Denis, Tr. 244-48} 

PPSC Staff doea not concur with this finding. Witness Denis, 
at Tr. 248, aaid • ••• we discounted any credits of alternate and 
auppleaantal energy with regards to having a price impact -- not 
vith rewarda to availability, but with regards to price impact -
becauae of a belief that aome of the effects that you're talking 
about potentiality would come about. So we did not want to have 
falae econoaica in that evaluation." 

88. Baiaaion allowance• for Scherer Unit No. 4 are to be 
calculated at a 6!St capacity factor which FPL estimates will permit 
operation of the unit at a 72t capacity factor. (Denis, Tr. 269; 
Watera, tr. !511-12] 

PPSC Staff concurs in part with this finding if the present 
coal being burned, at 1.08 lbs. of so2 per million Btu's, is used. 
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89. PPL will have to purchase or otherwise acquire sufficient 
.. ission allowances to permit operation of Scherer Unit No. 4 at an 
85t capacity factor if it purchases the unit. [Waters, Tr. 512] 

FPSC Staff concurs with this finding if Waters• position of 
aaeding to get allowances for an IGCC unit is also included. 

90. If FPL tries to •••t an 85t capacity factor with only 20,746 
tons of emission allowances, it will have to achieve approximately 
a 30t reduction in the delivered price of coal to Scherer Unit No. 
4 for the econoaics to work out. [Denis, Tr. 275] 

FPSC Staff concurs in part with this finding. Mr. Denis 
replied to this statement from Commissioner Gunter saying that it 
vas one part of the equation. 

91. An EPA administrator will have some latitude to modify the 
.. ission allowances FPL might receive. [Cepero, Tr. 328] 

PPSC Staff concurs with this finding. 

92. PPL assumes there will be some costs of compliance with the 
Clean Air Act amendments with respect to ita existing UPS contracts 
but tarJUI have not been negotiated, so the amount is unknown~ 
[Cepero, Tr. 393] There is no evidence, however, that the FERC 
will perait emission allowance charges to be added to wholesale UPS 
contracts. [Bartels, Tr. 1027] 

FPSC Staff concurs that FPL's witness Mr. Cepero stated the 
first and that OPC's witness Mr. Bartels stated the second. 

93. PPL first attempted to quantify and ask the commission to 
consider bow emission allowances would purportedly increase the UPS 
offer through the rebuttal testimony of Mr. waters on the afternoon 
of the last day of hearings. [Waters, 987] The additional $128 
ail lion PPL ascribed to the OPS response to the RFP was not in Mr. 
Waters• (or any other FPL witness's) prefiled direct or rebuttal 
testiaony or exhibits. 

PPSC Staff concurs with this finding. 

94. PPL took the UPS response filed by Georgia Power without 
aoclification for all purposes except to add $128 million for 
eaission allowances. [Waters, Tr. 997] 

PPSC Staff concurs in part and disagrees in part. Mr. Waters 
at Line 4 of Tr. 997 said, in answer to a question on the dollar 
quantification of so2 allowances, "In that bid I don't believe that 
there are any". 
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95. '1'ba econoaic analyses of the various RFP responses was 
~orllild by peraona reporting to Mr. Waters, and did not include 
any quantUication of coat• associated with emission allowances. 
[Watara, Tr. 998-999] 

PPSC staff concurs with this finding. 

96. Georgia Powar•a UPS response to the RFP did not include any 
coats uaooiate4 vith emission allowances. FPL has not been quoted 
any price Georvia Power aight assign to the allowances, nor has FPL 
bean told by Georgia Power that it would have to pay for allowances 
unctar the UPS proposal. [Waters, Tr. 999, 1005] 

PPSC Staff concur• with this finding. 

97. PPL baa never been informed that Georgia Power ' s UPS response 
to the RFP would have to be increased in cost to account for 
aaiaaion allowances. [Waters, Tr. 999-1000) 

PPSC staff concur• with this finding. 

98. Georgia Power, as owner of Scherer Unit No. 4, will receive 
-i•aion allowancu for the unit at no cost to Georgia Power. 
(Watera, Tr. 1004] 

PPSC staff concurs with this finding. 

99. If Georgia Power was to meet its commitment to FPL under the 
UPS proposal, it would necessarily have to use credits given for 
Scherer Unit No. 4 to provide the energy out of that unit. 
[Watera, Tr. 1005-06] 

FPSC staff concurs with this finding. 

100. The escalated $700 per ton figure used by FPL in Exhibit 36 to 
quantify emission allowances for the UPS response to the RFP was 
provided ~ Georgia Power during the negotiations on the purchase 
before PPL intoE1184 Georgia Power, on July 31, 1990, that the UPS 
vaa the winner under the RFP. The possibility that there might be 
.. iaaion allowance costa aaaociate4 with the UPS proposal did not 
enter into PPL•a deciaion that the UPS offer was the best response 
to the RFP. (Watera, Tr. 1013] Effectively, FPL is claiming it 
ignored an identified coat at the time it found the UPS proposal 
the beat response to the RFP. 

F.PSC Staff does not concur with this finding. Witness Waters 
stated at Linea 22 through 24 ot Tr. 1012 "That's correct. The 
figw;e was brought out aubsequent to the RFP as part of their 
negotiation proceaa•. 
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101. soae value for the emission allowances is included in the 
acquiaition adjuatment. [Woody, Tr. 164] 

PPSC Staff concurs with this finding. 

102. PPL aou9ht prior approval for the acquisition adjuatment 
•because of the uncertainty of the regulatory treatment of the 
Acquiaition Adjustment associated with the purchase of Scherer Onit 
No. 4.• [Petition, at 1] FPL ia aeeking Commisaion approval for 
the pu.rchaae tranaaction at this time so the utility will be able 
to aove the acquiaition adjustment above the line. [Cepero, Tr. 
323-24; Gower, Tr. 689] 

FPSC Staff concurs with this finding. 

103. FPL filed its petition and the direct testimony of five 
witnesses on September 28, 1990. Neither the petition nor 
testimony disclosed the genesis of the proposed purchase of Scherer 
Onit No. 4 or the relationship of the purchase to the RFP process. 
There was no underlying support provided for the comparisons that 
PPL contended showed the purchase to be the most cost effective 
option available to it. 

Staff concurs with all but the last sentence in this finding~ 
There was aome underlying support provided for the comparisons. We 
agree that discovery was required to get a complete picture of the 
genesis of the proposed purchase of Scherer Unit No. 4 and the 
relationship of the purchase to the RFP process. 

104. Intervenors were given approximately eight weeks to retain 
expert witnesses and prefile testimony. Most discovery was 
received by intervenors after testimony was filed. 

FPSC Staff concurs in part and disagrees in part with this 
finding. Intervenors were given from September 28, 1990 to 
Noveaber 21, 1990 to retain expert witnesses and prefile testimony. 
We recognize that aome discovery was received by intervenors after 
testimony was filed but there ia nothing in the record stating 
exactly when intervenors received their discovery and how much of 
the diacovery was received after testimony was filed. 

105. All of the detailed supporting schedules for the Company's 
case were introduced for the first time at hearing and were 
unavailable to intervenors' witnesses in the preparation of their 
prefiled testimony. A September 13, 1990, supplement to the letter 
of intent was introduced by intervenors. [Exhibit 3 ] company 
testimony and exhibits were revised at the hearing based on a 
Dec~r 10, 1990, supplement to the letter of intent. [Exhibits 
2 and 22] PPL, on rebuttal, asserted for the first time that the 
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UPS option ahould be evaluated in light of an additional $128 
aillion of acid rain expense attributable to that option. [Waters, 
Tr. 987; Bxbibit 36] 

PPSC Staff concurs with the finding that FPL's rebuttal 
tut.t.ony aa-.rted for the first time that the UPS option should be 
evaluated in light of an additional $128 aillion of acid rain 
~nae attributable to that option. [Tr. 987-88. Ex. 35,36] 
Staff cannot deteraine what constitutes "all of the detailed 
aupporting achedules" as referenced in this proposed finding of 
tact and therefore disagrees with this portion of the proposed 
t incUng of fact. 

106. Since the Commission will not vote until February 5, 1991, and 
the letter of intent expired on December 31, 1990, with definitive 
agr-.nta to be executed by that date, the first closing date 
could not be .. t. Tbe absolute deadline was not until June 30, 
1991. A delay in the hearing would ha ve given experts an 
opportunity to evaluate discovery and allowed the Commission to 
oonaider evidence on all the terms of the actual purchase 
transaction. Moreover, the longer the delay in reaching a final 
decision (until June 30), the lower the cost to FPL and its 
cuatoaera it the purchase is ultimately approved. [Waters, Tr. 
575•781 Exhibit 27] 

PPSC Staff concurs in part and disagrees in part with this 
tinc:Ung. We agree that the commission will not vote until February 
5, 1991, and since the letter of intent expired on December 31, 
1990 the first closing date could not be met. we also agree that 
the absolute deadline was not until June 30, 1991 . However, there 
ia nothing in the record reflecting OPC's assertion that a delay in 
the baarinq would have given experts an opportunity to evaluate 
diacovery and allowed the Commission to consider evidence on all 
the teras of the actual purchase transaction. We also concur with 
OPC's fincUnq statinq that the longer the delay in reachinq a 
final decision (until June 30), the lower the cost to FPL and its 
cuatoaers if the purchase is ultimately approved. It should also 
be noted that vitn .. s Waters also added to his assertion "to be 
reaponaive to this particular request, we've made gross 
aaauaptiona. And that is that none of the other terms of the 
agreeaent would obange." [Waters, Tr. 578] 

11m ao: Should the commission accept the Findings of Fact 
propoaed by the Coalition of Local Governments (CLG)? 

See Staff Analysis below. 

jDrr !D!:l'III: The Coal! tion of Local Governments has proposed 3 3 
fiftdinga of fact, which are discussed individually by number below. 
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1. Georgia Power Company ("GPC") indicated in ita RFP reaponae 
that alternate energy would be available to Florida Power ' Light 
coapany ("PPL") from unit• of the Southern Company Services aystem 
under tera. conaiatent with the 1988 UPS. [Denis, TR 229-240.] 

I'PSC Staff concur• vi tb tbia finding. 

2. In iu reapotwe to the RFP, GPC stated that it offered to make 
UPS aalea to PPL beginning as early as 1990 at prices lower than 
.thoae reflected in the RFP responses for the years preceding 1994. 
[Denia, TR 236.] 

PPSC Staff concur• with this finding. 

3. Under both the Scherer 4 purchase option and the Scherer UPS 
option, FPL could reduc~ its dependence upon oil at an equally 
early date. [Woody, TR 66.] 

FPSC Staff concurs with this finding. 

4. ORder the conditions existing as reflected in the foregoing 
two finding• of fact, both the Scherer 4 purchase and the Scherer 
UPS could provide capacity in 1991 to allow for the upgrade of th~ 
Turkey Point nuclear station. 

FPSC Staff concurs with this finding. 

5. The FPL employee who was allegedly the employee who is said to 
have beard from Jacksonville Electric Authority ("JEA") that it 
would not qrant additional transmission capacity to FPL unless the 
purcbaae of Scherer 4 was consummated FPL and JEA did not appear as 
a witne•• in thia case. [Woody, TR 114.] 

FPSC Staff concurs with this finding. 

6. No JBA employee or agent appeared as a witness in this matter 
to addrua the all~ed position presented by FPL that it would 
refuse to vrant FPL additional tranamiaaion capacity unleas the 
SCherer 4 purcbaae i• conaummated FPL and JEA. [Transcript l-end.] 

PPSC Staff concur• with tbia finding. 

7. Joint effort• with Florida Power Corporation to secure permits 
for and build a veat coaat Florida soo Kv transmission line 
connecting vith Southern Company Services are not contingent upon 
the purchaae by PPL of Scherer 4. [Woody, TR 115.] 

PPSC Staff concur• with thia finding. 
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a. rPL began discussions with Florida Power Corporation for the 
vaat coast soo lCV line as early as March 27, 1990, pri or to 
executing the original Letter of Intent reqardinq the potential 
purcbaae of Scherer 4. (Woody, TR 54-58 ; Exhibit s.] 

PPSC Staff concurs with this tindinq. 

t. Tbe UPS coat analysis by FPL has been overstated tor such 
factor• aa fuel and .. calation. Fuel cost differences used by FPL 
IIbov an unreasonable and unexplained disparity and the use of the 
~ffarent fuel costa have not been adequately explained by FPL. 
(Bartel a, TR 87 4 .) 

PPSC Staft disagrees with this f i ndinq. Mr. Silva at Tr. 1080 
through Tr. 1085 fully explained their reasoninq for the different 
fuel forecasts. See also Staff analyses of ISSUE 11. 

10. lrrora have been found in FPL' s analyses of the capacity 
optiona, includinq specifically the er~ors shown to be present in 
Exhibit 21. When the analyses are corrected for these errors, the 
result ia that the apparent best option tor FPL for increasing 
capacity ia shown to be the Scherer UPS option. [Bartels, TR 883.] 

I 

FPSC Staff disaqrees with this finding. Witness Bartels said,. 
at Linea 18 throuqh 21 Tr. 883, "This does not say that the UPS is 
the beat option. It just says that out of the options that are 
presented here it's the -- shows it's the cheapest option." 

11. The .. thodoloqy used to develop escalation factors for coal 
uaed in the different options should be similar in order to be 
reasonably accurate. [Bartels, TR 903 . ] 

FPSC Statf disagrees with this finding. It is not a statement 
of fact, but a position of the party. 

12. The Mthodology used to determine the fuel escalation for fuel 
1n the Martin IGOC evaluation was significantly different from the 
Mthodology used in the evaluation of fuel in the Scherer purchase. 
[Silva, T.R 1081; Wells, TR 953; Waters, TR 606.] 

PPSC Staff concurs with this tindinq. 

13 • . The 11ateriala provided by FPL do not justify the use of the 
different escalation factors used in the various option evaluations 
~ PPL. 'l'he use of the different escalation factors has materially 
influenced the result of the option evaluations. (Bartels, TR 888.] 
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PPSC Staff cUaagreea with this finding. Mr. Silva in his 
teatiaony at Tr. 1080 through 1085 clearly demonstrates why he used 
different eacalation factors for known and unknown factors. 

14. In order for the Coamiaaion t o accept the result of the FPL 
coat studies, the ·comaiaaion aust find that the cost studies and 
forecast. are reasonable and that FPL did a reasonable job on 
developing the coat studies and fuel forocasts. [Waters, TR 603, 
613.] 

PPSC Staff does not concur with this finding. It ia a mixed 
quution of fact and law. 

15. The FPL planning aodels are, under the best of circumstances, 
capable of providing forecasts that benchmark system production 
costa within approximately 2t. [Waters, TR 501.] The estimated 
difference in benefits determined by FPL comparing the Scherer 
purchase option and the Scherer UPS option are less than 2t. 

PPSC Staff does not agree with this finding. Witness Waters 
testified that there ia a 2t error when comparing PROSCREEN to 
PROMOD and that PROMOD actual results are within lt [Waters, Tr. 
503). 

16. Fuel costa constitute a large percentage of total power 
production costa for a coal fired unit, such as Scherer 4. [Thomas, 
'1'R 434.) 

PPSC Staff concurs in part and disagrees in part with this 
finding. Witness Thomas did not specifically mention Scherer 4. 

17. FPL intends to use Georgia Power Corporation as its fuel 
procurement agent. [Cepero, TR 377-378.) 

PPSC Staff disagrees with this finding. Mr. Cepero s aid that 
Georgia Power would be FPL'a representative in visiting the mine 
situ, aaking aura the contracts are complied with and receiving 
the coal. 

18. In the event FPL purchases Scherer 4, it intends to 
participate in joint procurement with the other co-owners of units 
at the Scharer plant site, including G~orgia Power company, 
Oglethorpe Power COrporation, MEAG and Jacksonville Electric 
Authority. ( C.pero, '1'R 3 7 2 • ) 

PPSC Staff concurs in part and disagrees in part with this 
finding. Witness Cepero did not specifically name the co-owners. 
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19. FPL intends to Ulle GPC as its procurement agent to execute 
PPL'• procurement strategy. (cepero, TR 372-373.) 

PPSC Staff concurs in pa.-t and diaaqrees in part with this 
tincling. Witness Cepero said that Georgia Power would be FPL • s 
•qent• not •procur...nt agent•. 

20. F.uel procur-ent for the Plant Scherer (all units) will be 
froa joint decisions aade by all owners of the units at the Plant 
Scherer site. [Cepero, TR 375.] 

FPSC Staff concurs with this finding. 

21. PPL will not have a majority of the votes to be cast in 
cletermining the fuel procurement policy at Plant Scherer. [Cepero, 
TR 375.) 

FPSC Staff concurs with this finding. 

22. o;le~~orpe Power Corporation will have the largest number of 
votea to cast on the procurement policy decisions at Plant Scherer. 
[C.pero, TR 375.] 

FPSC Staff concurs with this finding. 

23. One decision that could be made by the group decision at Plant 
Scherer ia to change procurement strategy from using eastern 
bituminous coal to western aubbituminous coal. (Cepero, TR 375.] 

FPSC Staff concurs with this finding. 

24. FPL has not interviewed Oglethorpe Power Corporation or any 
other joint owner other than Georgia Power to determine what 
cbangea the other owners suggest in procurement strategy at Plant 
SCherer. [Cepero, TR 369.] 

PPSC Staff concurs in part and disagrees in part with this 
fincling. Witness Cepero did say that he had reviewed the co-owner 
acp-e-enta. 

25. SCherer Unit 4 is substantially similar to the other three 
anita at Plant Spherer from the standpoint of heat rate and basic 
~ipaent. (Cepero, TR 367-368.] 

PPSC Staff concurs with this finding. 

26. PPL has until the end of June, 1991 during which to decide to 
purchase Scherer Unit 4. [Woody, TR 95.] 
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PPSC Staff concurs with this finding. 

27. It ia unlikely that FPL could purchase coal for the aame 
generating unit at a coat of aore than $7 . oo per ton cheaper than 
GPC an4 SCS. [Wells, TR 943.) 

PPSC Staff concur• in part and disagrees in part with this 
fincSing. Witneaa Wella aade this statement. Witness Silva said that 
he could purchaae coal for leas than the UPS offer. [Tr. 1088] 

28. Using a aimilar fuel .. calation factor for the Martin IGCC 
option as that used for the Scherer purchase option decreases the 
expected coat of fuel for the Martin option by approximately 
$500,000,000. [Wells, TR 943.] 

PPSC Staff disagrees with this finding. It is not supported 
by the record. 

29. The likely fuel escalation for lower quality coal usable in 
the Martin option would be leas than the escalation factor used for 
the higher quality coal required to be used in Scherer 4. 

PPSC Staff disagrees with this finding. It is not a statement 
of fact, but a position of the party. 

30. The record contains competent expert opinion to the effect 
that the fuel escalation factors used by FPL to compare the costs 
of the capacity options were incorrect and unreliable. (Wells, TR 
948.] 

PPSC Staff disagrees with this finding. Witness Silva at Tr. 
1080 through 1085 fully explai ned his fuel forecasts. 

31. Under the expected purchase arrangement with GPC, in the event 
PPL purcbaaea Scherer 4, FPL will be required to assume a ratable 
proportion of the existing fuel contracts at Scherer. [Wells, TR 
t62-963; Silva, TR 1087.) 

PPSC Staff concurs with this finding. 

32. The coal aelected by FPL as the proposed feedstock for the 
Martin IGCC option ia relatively rare coal located so far from the 
plant aite in Florida that it auffera a freight disadvantage of 
approxtaately $2.50 per ton. [Wells, TR 954-955; Silva, TR 1094-
10t7.] 

rrsc Staff diaagreea with this finding. It is not a statement 
of fact, but a position of the party. 
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33. PPL detenained that the Georgia Power UPS was the winninq bid 
under tbe RFP process, despite the alleged concern on the part of 
PPL regardinCJ ita ability to reach an aqreement with JEA for 
tranaaiaaion capacity into the FPL territory. 

PPSC Staff concurs with this findinq. 
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DOIOIID COWCLPIIQIS or J.AI BY QPC 

IIIQI 11: Should the eo.m1ani on accept the Conclusions of Law 
propoHd by the OPC? 

llPJ""'!MIIQJJ: see Stat~ Analysis below. 

IDft IQLXIII: The OPC has proposed 9 conclusions ot law for 
adoption by this CO..iaaion. Staff • • recommendation as to each 
propoAl i• listed below. 

1. PPL is the party ueking affirmative relief and, as such, must 
prove ita case by a preponderance of the evidence. 

PPSC Staff concurs with this conclusion. 

2. Pursuant to Section 366.06(1), Florida statutes (1989), the 
ca.aiaaion must investigate and determine the actual legitimate 
costa of PPL'• investment in Scherer Unit No. 4. 

PPSC Staff concurs with this conclusion. 

3. The letters of intent and supplements submitted in this case 
do not provide an adequate legal basis for the Commission to 
satisfy ita duty under Section 366.06(1), Florida statutes (1989). 

FPSC Staff rejects this conclusion. The let ters of intent and 
the supplements submitted in this case provide sufficient cost 
inforaation so that the Commission may determine whether there is 
a capacity need and the purchase option is reasonable and cost
effective. 

4. PPL has not identified the specific rules and statutes 
entitling it to the requeated relief as required by Rule 25-
22.036(7))(a)4, Florida Administrative Code, other than to refer in 
ita petition to Section 366.071 which permits the Commission to 
conduct liaited proceedings and is procedural in nature. 

PPSC Staff concurs in part and disagrees in part with this 
finding. Section 366.071, Plorida statutes, is not solely 
procedural in nature. Section 366.071 is also substantive in that 
it also authorizes the commission to act. We agree with OPC that 
rPL bas not identified the specific rules and statutes entitling it 
to the requested relief as required by Rule 25-22.036(7)) (a)4, 
Plorida Adainiatrative Code, but we do note that the commiaaion has 
tbe authority to waive ita own rules as long as those rules are 
procedural in nature. 
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5. PPL baa tailed to eatabliah on the record ot this proceeding 
that the purcbaae ot Scherer Unit No. 4 is the most cost-effective 
alternative to aeet ita capacity and anergy needs in 1996. 

PPSC Statt rejects tbia conclusion. FPL has met their burden 
1D proving that the purchase of Scherer Unit No. 4 is the most 
ooat-ettective alternative to aeet ita capacity and energy needs in 
1996. 

6. FPL baa failed to establish on the record ot thia proceeding 
that other, noncoat-baae4 benefits FPL aacribe4 to the purchase of 
SCherer Unit No. 4 are not equally applicable to the UPS response 
to tbe RFP. 

PPSC Staff rejects this conclusion. FPL has met their burden 
in proving that other noncost-based benefits FPL ascribed to the 
purchase of Scherer Unit No. 4 are not equally applicable to the 
UPS reaponae to the RFP. 

1. If the commission decides tbat it can go forward at this time 
and approve FPL'• purchase of Scherer Unit No. 4 on the schedule 
proposed by the utility, it should limit FPL's recovery of costs ~o 
vbat PPL would have been allowed in rates if it had entered into a 
30-y-r UPS contract for Scherer Unit No. 4 beginning in 1996 witli 
adjuataenta for the availability of alternate and Schedule R energy 
and reflecting the benefits of negotiations if the RFP process had 
been proceeded to conclusion. 

Tbis statement is not a conclusion of law nor is it a proposed 
finding of tact. This statement is a proposed policy which OPC 
would like the Commission to adopt. Policy positions are 
caapletely within the Commissions discretion, and therefore, we 
reject OPC'a proposal. 

I. Statements by FPL witnesses that Jacksonville Electric 
Authority would not provide transmission service to permit FPL to 
iaport abort-tara capacity and energy to meet increased load 
projections and to offset the Turkey Point outages if JEA had not 
participated in the purchase of S~erer Unit No. 4 were hearsay 
tbat, pursuant to Section 120.58(11(a), Florida Statutes (1989), 
cannot fora tbe baaia for a commiaa on finding. [Woody, Tr. 67-75, 
1141 Cepero, Tr. 3571 Waters, Tr. 1044-45] Rule 25-22.048(3), 
Florida Adainiatrative COde; Barris y. Game and fresh Water Fish 
Cpwaiaaign, 495 So.24 806, 809 (Fla. 1st DCA 1986). 

PPSC Staff rejects thia conclusion. To the extent that 
counsel tor OPC is atteapting to raiae an evi4enti ary objection as 
to the adaisaability of hearsay evidence, it is doing so tar too 
late in the proceeding. Objections must be made contemporaneously 
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with the presentation of the evidence, ·or they are waived. Section 
90.104(1)(a), Florida Statutes (1989); Marks y. Del castillo, 386 
So.2d 1259 (Fla. 3rd DCA 1980), pet. for rey. den., 397 so.2d 778 
(Pla. 1981). 

9. 'l'hia COJilliaaion could alleviate FPL • a concerns vi th respect to 
the acquisition adjuabaent by declaring that traditional regulatory 
policy against acquisition adjustments is not applicable to the 
facta of thia caae ao FPL will be permitted to include the 
difference between a prudent purchase price and Georgia Power's net 
ori9inal coat in rate base at the appropriate time. [Woody, Tr. 
123-24) 

Thia statement ia not a conclusion of law nor is it a proposed 
finding of tact. This statement ia a proposed policy which OPC 
would like the Co.aission to adopt. Policy positions are 
coapletely within the Commissions discretion, and therefore, we 
reject OPC'a proposal. 

UQIOIID CQICLVf%018 Ol LAW BY CLG 

188011 22z Should the Commission accept the Conclusions ot Law 
proposed by the CLG? 

II(X!II!IIIIQAT!Olf: See Staff Analysis below. 

IIIII JI!LXIII: The CLG has proposed 25 conclusions of law tor 
adoption by thia Commission. Staff's recommendation as to each 
proposal ia listed below. 

1. A petitioning utility has the burden of proof to demonstrate 
by convincing evidence that the relief souqht is reasonable and 
appropriate. 

Rejected. Not a correct statement of the law. 

2. PPL baa failed to demonstrate that the proposed purchase of 
SCberer unit No. 4 would substantially improve the ability ot FPL 
to t.port power into Florida and to ita service territory. 

Rejected. Kixed question of fact and law. 

3. PPL baa tailed to demonstrate by competent evidence that its 
ratepayers would benefit from substantial additional benefits under 
the Scherer Unit No. 4 purchase. 

Rejected. Mixed question ot fact and law. 
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4. There is no c011palling reason to render a decision in this 
aattar revarding the appropriate treatment of a proposed purchase 
of Scherer Unit No. 4 until such time as the actual agreements 
oontrollinv tbe sale of the unit are available for review by the 
CO..ission and intervenors. 

Rejected. Mixed question of fact and law. 

5. PPL does not require the Commission's permission or approval 
to purChase an interest in Scherer Unit 4. 

Accepted. 

6. There is no legal requirement that FPL receive approval from 
tbe Co-.!ssion prior to purchasing Scherer Unit 4. 

Accepted . 

7. An analysis to compare the expected costs of the capacity 
options available to FPL is an integral part ot this docket as it 
toras the basis on which the Commission can determine whether the 
proposed purchase ia a reasonable and prudent action and whether 
the customers of FPL would realize the benefits FPL asserts are 
available under this purchase. 

~jected. Mixed question of fact and law. 

8. 'l'he analysia performed by FPL contained substantial errors 
and, When corrected for these errors, indicates that the purchase 
of Scherfir Unit No. 4 is not the lowest cost option available to 
PPL to aeet its capacity requirements for 1996. 

Rejected. Mixed question of fact and law. 

9. The assumptions aade by FPL in its analysis of the present 
value revenue requirements for the options availabl e to FPL were 
ude in such a .. nner as to unreasonably bias the data to favor the 
analysis of the purchase of Scherer Unit No. 4. 

Rejected. Jfot a question of law but one of fact. 

10. The analysis performed by FPL to evaluate the options 
available to FPL to provide capacity in 1996 are so biased and 
error laden, that the Coamission has determined that the analysis 
abould be parforaed by an outside consultant, rather than FPL. 

Rejected. Not a question of law but one of fact. 
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11. An independent consultant •hould be retained by the commi••ion 
at the co•t of PPL to determine the appropriate e•calation, 
depreciation and fuel co•t factor• to be uaed in the analysis of 
tile option• available to PPL, including the Scherer purchase, the 
SOberer UPS, the Martin IGCC project, the Nassau Power project and 
standard Offer options. 

Rejected. Not a que•tion of law but one of fact. 

12. PPL ha• failed to ahow by coapetent evidence that the purchase 
of Scherer Unit No. 4 would .. terially improve its ability to reach 
an agreeaent witb JBA regarding trarunDission of power into Florida 
for PPL'a customer•. 

Rejected. Mixed queati on of fact and law. 

13. PPL ha• failed to •how by competent ev1dence that it w~·1ld be 
unable to •eet ita capacity requir .. ents in 1996 by methods other 
than the purchaae of Scherer Unit No. 4, which other methods may be 
at a lower expen•e to the cuatomer• of FPL. 

Rejected. Mixed question of fact and law. 

14. PPL ha• failed to •how by competent and convincing evidenc~ 
that the purcha•e of Scherer Unit 4 is a reasonable and prudent 
inve•taent nece•sary to enable FPL to meet its forecast 1996 syst em 
load requirement•. 

Rejected. Mixed question of fact and law. 

15. The petition of FPL in this matter should be denied without 
prejudice to FPL to petition this Commission upon the completion of 
the ; independent •tudy ordered above regarding the best cost method 
for PPL to meet ita 1996 capacity requirements. 

Rejected. Mixed que•tion of fact and law. 

16. The i••ue of whether an acquisition adjustment should be given 
rate ba .. treataent (I••ue• 1 and 14) is not reached as being not 
ripe for deci•ion in light of the ruling of this Commission that 
PPL ha• not ct .. onatrated the purcha•e of Scherer Unit No. 4 to be 
reasonable and prudent. 

Rajacted. Mixed que•tion of fact and law. 

~ 7. The i••ue of whether the capac! ty to be provided by the 
purcba•e of Scherer Unit No. 4 ia reasonable consistent with the 
needa of peninsular Florida (Issue 3) is not reached as being not 
ripe for deci•ion 1n light of the ruling of this commission that 
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PPL baa not daonatrated the purchaso of Scherer Unit No. 4 to be 
reasonable and prudent. 

Raj cted. Mixed question of fact and law. 

18. The iaaue of·how the proposed purchase of Scherer Unit No. 4 
will affect the reliability and integrity of FPL's electric system 
(I•~• 4) ie not reached as being not ripe for decision in light of 
the ruling of this Commission that FPL has not demonstrated the 
purchase of Scharer Unit No. 4 to be reasonable and prudent. 

Rejected. Mixed question of fact and law. 

19. The issue of how the proposed purchase of Scherer Unit 4 will 
affect the adequacy of the fuel diversity for FPL's system (Issue 
5) is not reached aa being not ripe for decision in light of the 
ruling of this Commission that FPL has not demonstrated the 
purchase of Scherer Unit No. 4 to be reasonable and prudent. 

Rejected. Mixed question of fact and law. 

20. The Commission has determined that the errors and biasi.ng 
assumptions used by FPL in its analyses of the supply side sources 
of capacity demonstrates that FPL has not reasonably considered 
such supply aide sources of capacity (Issue 6). 

Rejected. Not a question of law. 

21. Issue 8, regarding whether the purchase of Scherer Unit 4 is 
the •oat coat effective means of meeting FPL's capacity needs is 
answered in the negative without prejudice to FPL to represent this 
.. tter for consideration upon completion of the independent study 
ordered in this matter. 

Rejected. Not a question of law. 

22. The fuel supply and t .ransportation costs presented in FPL' s 
eoono.ic analyse• for Scherer Unit 4 (Issue 11) are found to not be 
reasonable and prudent. 

Rejected. Not a question of law. 

23. Tbe Coaaiaaion determines that FPL has not demonstrated that 
the purchase of an undivided ownership interest in Scherer Unit No. 
4 ia a reasonable and prudent investment necessary to enable FPL to 
.. et ita forecast 1996 system load requirements (Issue 16). 

Aejected. Not a question of law. 
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24. The co-i•aion deterainu that PPL •hould not be authorized at 
thi• tiae to include the purchase price of its undivided share of 
Scherer Unit 4, including acqui•ition adjustment, in rate base 
(I••ue 17). 

Rejected. Not a que•tion of law. 

25. 'l'be i••ue• of guarantee requir-ents on the electrical output 
ot the unit and delivery to FPL and limits on the aaount of total 
inveat.ent, operation and aaintenance and fuel costs (Issue 18) is 
·not ripe tor deteraination at this time in light of the 
Ca.ai•aion•• ruling finding that the purchase of Scherer Unit 4 is 
not reaaonable and prudent. 

Rejected. Mixed question of fact and law. 
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