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P R O C E E D I N G S  

(Hearing reconvened at 8:15 a.m.) 

COMMISSIONER DEASON: Call the hearing back 

to order. I be:lieve Mr. Rib is on the stand; is that 

correct? Okay. If he will retake his place. 

Obviously, he's still under oath. And we'll just 

begin where you left off. 

Staff,, who was inquiring, do you recall? 

MS. PAUGH: Mr. Wright. 

CHAIRMAN JOHNSON: Mr. Wright. 

MR. WRIGHT: Thank you. 

- - - - -  

MICHAEL Do RIB 

resumed the stand as a witness on behalf of Florida 

Power Corporation and, having been previously sworn, 

testified as fol.lows: 

CONTINUED CROSS EXAMINATION 

BY MR. WRIGHT: 

Q Good morning again, Mr. Rib. 

A Good morning. 

Q When I: was last inquiring of you last 

Friday, we were discussing certain testimony of yours 

that power plants like this project -- 
COMMISSIONER GARCIA: Schef, I need you to 

speak into the mike. 

FLORIDA PUBLIC SERVICE COMMISSION 
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MR. WRIGHT: Thank you, Commissioner Garcia. 

Q (By lfr. Wright) when I was last inquiring 

of you last Friday, I was asking you whether it was 

your testimony that power plants just appearing, that 

had not been previously identified in Ten Year Site 

Plans, created problems in the planning process. Do 

you recall our discussion on that subject? 

A I belfieve so, we can get back into it. 

Letts get back :into it. 

Q Is it your testimony that that's kind of a 

surprise that causes problems in planning? 

A Well, I think that's a general question. 

Could you be more specific? 

Q Well, youlve testified, as a planner, that 

the appearance of plants like this, that have not been 

identified in a continuum of planning through the ten 

year site processes, cause problems in planning, or 

impair our ability to plan. Is that not correct? 

Yes. That's what I put in my testimony. 

I wou1.d suggest that there's a lot of 

stakeholders that Ilve identified in the process. 

Each stakeholder may have a different need in terms of 

having some advance knowledge of what plants are being 

planned. 

A 

Q Well, my question for you is, isn't it true 

FLORIDA PUBLIC SERVICE COMMISSION 



1243 

P 

/- 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

that at least several times this decade investor-owned 

utilities in Florida have applied for determinations 

of need within a few months of filing their Ten Year 

Site Plans for power plants that were not reflected in 

those plans? 

A I think when we talked about that in my 

deposition I said that I didn't have any personal 

knowledge of that. 

a Do you have any knowledge of that today? 

A No, I do not. 

Q Do you know when Florida Power Corporation 

filed its Petition for Determination of Need for the 

units that are now the Hines unit? 

A I believe that was sometime back in 1991. 

Q Do you know whether that unit was reflected 

in Florida Power's Ten Year Site Plan that was filed 

3n April 1st of that year? 

A No, I don't. (Pause) 

MR. WRIGHT: Permission to approach, 

Zommissioner Deason. 

COMMISSIONER DEASON: Yes. 

(Counsel hands witness a document.) 

MR. WRIGHT: Commissioners, I just handed 

fir. Rib a copy of certified excerpts from Florida 

Power Corporation's Ten Year Site Plans from 1991 

FLORIDA PUBLIC SERVICE COMMISSION 
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through 1997. They are certified by the Clerk. 

COMMISSIONER DEASON: Mr. Wright, do you 

plan to share that with the rest of us or just between 

you and the witness? 

MR. WRIGHT: Commissioner Deason, this is 

part of a packet of documents that we filed a Request 

for Judicial Notice of when last we were together. 

COMMISSIONER DEASON: That was a list of 

documents, or did you include the documents? 

MR. WRIGHT: No, sir. I apologize. We 

filed several requests for judicial notice and this 

m e  was filed earlier this week. I apologize. 

And my -- I can either -- we've asked for 
additional notice to be taken of these documents. 

rhey are certified copies of records that are 

naintained by the Commission. I'm happy to hand out 

Zopies. I have them. They are part of a larger 

?acket of other excerpts of ten year site plans. 

Yaybe it would be the best thing for me to go ahead 

nnd hand those out. 

COMMISSIONER GARCIA: Schef, you're just 

going to hand out copies from former site plans? 

MR. WRIGHT: Yes. 

COXMISSIONER GARCIA: Ten Year Site Plans. 

MR. WRIGHT: Excerpts, therefrom, yes, sir, 

FLORIDA PUBLIC SERVICE COMMISSION 
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Commissioner Garcia. 

COMMISSIONER GARCIA: I see the size of the 

pack and it worries me about faxed paper. If you 

would just cite to them relatively directly, all 

right? I really donlt need the documents here. 

MR. WRIGHT: I think thatls correct, 

Commissioner Garcia. 

and straightforward. 

notice of these, then they will be in the record. 

My questions are fairly brief 

If you guys will take judicial 

COMMISSIONER GARCIA: Okay. 

(By Mr. Wright) I'd like to ask you to 

look about five pages into this packet, Mr. Rib, which 

would be Page 45 of the excerpt from Florida Power 

Corporation's Ten Year Site Plan, Detail as of 

December 31st, 1990. 

A Okay. 

Q For the combined cycles in there. 

COMMISSIONER CLARK: Where is it again? 

Q 

MR. WRIGHT: Page 45. 

MR. BASSO: Excuse me. There are several 

iif f erent -- 
MR. WRIGHT: I said five pages in. 

MR. BASSO: There are several different 

?ackets in what has just been handed out. Could we 

lave an idea which one it is in. 

FLORIDA PUBLIC SERVICE COMMISSION 
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MR. WRIGHT: It's in the first one, about 

five pages into the total packet. 

COMMISSIONER CLARK: My first one is Florida 

Power and Light. 

MR. WRIGHT: Oh, I'm sorry. It's the second 

packet of the rubber banded pack, and then about the 

fifth page, I think, in there. 

CHAIRMAN DEASON: Is there a question 

pending? 

Q (By Mr. Wright) The question is, is the 

Hines unit identified in this table or the Polk County 

units? 

A I think, to the best of my knowledge, that 

would be the combined cycles that are shown at the 

bottom of the page. 

Q Shown as "site unknownt1? 

A Yes. 

Q Thank you. 

A When I turn the page I look at the next 

page, which in your package is identified as Page 50, 

which describes Florida Power's process of developing 

a generating site. For that it talks about an 

Environmental Advisory Committee, with a lot of 

prominent citizens involved in state environmental 

issues, being a party to determining the best location 

FLORIDA PUBLIC SERVICE COMMISSION 
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for the site for those combined cycles. So that's 

what I gain from the information you've committed, 

yes. 

Q Do you know whether Tampa Electric Company's 

Polk County integrated gasification combined cycle 

units were reflected in the Ten Year Site Plan 

immediately preceding its Petition for Determination 

of Need? 

A Personally, I do not have that knowledge. 

Q Do you know whether the Cypress coal plant 

qith which FPL intended to contract, which they filed 

in 1992, was reflected in their Ten Year Site Plan 

€iled earlier that year? 

A Again, as we discussed in my deposition, I'm 

not aware of those. I'm not familiar with their site 

plans from year to year. 

Q Are you aware of any adverse effect from 

investor-owned utilities' power plants showing up in a 

given year where they had not previously been 

identified in their Ten Year Site Plans? By adverse 

2ffect I mean adverse effect on your ability to plan? 

A Well, I'm not, I guess, personally not as 

nffected by the -- what the other utilities are doing 
in terms of their planning process. What I am trying 

:o identify in my testimony is what I consider a 

FLORIDA PUBLIC SERVICE COMMISSION 
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broader framework than just my planning activities 

that involve the other constituencies; look at this 

information -- I assume their preference is to look at 
this information in advance so that they have 

knowledge and can review these plans in a continuum of 

planning activities as we discussed. 

Q Well, did you ever hear from my stakeholder 

regarding any impairment of their ability to plan or 

its ability to plan when an investor-owned utility's 

power plant proposal showed up a few months after a 

Ten Year Site Plan was submitted that did not reflect 

such proposal? 

A I haven't personally had those discussions. 

However, I believe from the discussions I have had 

Jith those who participated on our advisory board for 

the signing of the Hines unit, that those type of 

zooperative efforts were intended to defray those 

Zoncerns, the type of concerns that the community has 

in those situations. So my general knowledge of this 

is that these cooperative efforts produced the best 

results. 

Q I understand your testimony regarding your 

planning efforts and your cooperative efforts, but the 

pestion was are you aware of any instance where 

stakeholders, as you have described them, have 

FLORIDA PUBLIC SERVICE COMMISSION 
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expressed frustration, or stated that their ability to 

plan for whatever they have to plan for was impaired 

by an IOU's proposing a new power plant within a few 

months after filing a Ten Year Site Plan that was not 

reflected in that plan? 

don't have any knowledge of that; is that correct? 

I think your answer was you 

A I would say that I haven't solicited input 

or have direct information from other stakeholders to 

that effect. 

Q How can the presence of another resource, 

such as the New Smyrna Beach Power Project, in the 

Florida Power supply grid impair your ability to plan, 

3r interfere with your planning processes? 

A Well, I think that there's two potential 

spproaches to that question. One question is how 

would any power plant impair the ability to plan. I 

guess if it were another planned power plant that had 

3one through and was part of the framework, that would 

be much easier to comprehend. If we're talking about 

P power plant that is being proposed as a merchant 

?ewer plant, which is outside the framework as I 

mderstand it, then that changes the planning process 

PS I understand it. 

I mean, I don't believe that we have -- or I 
iaven't thought through in my planning process that we 

FLORIDA PUBLIC SERVICE COMMISSION 
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would have the ability to pursue a need determination 

for a plant that we clearly identified as a merchant 

power plant. So that creates concern for me. I don't 

know how that will ultimately change the nature of 

planning for utilities in Florida. 

Q My question was -- 
COMMISSIONER DEASON: Mr. Wright, let me ask 

the question. I'm sorry to interrupt but Mr. Rib I'm 

having some difficulty understanding the rationale. 

One phase of this hearing we heard over and 

m e r  again that this plant is not needed because it 

has no contract; it cannot be relied upon. Now I'm 

hearing you say because it's a merchant plant, it 

interfers with your planning. So I mean by that -- I 
understand that to mean that you would like to rely 

Jpon it, and because you don't have any advance notice 

Df it, you have no way to rely upon it, therefore, you 

zannot plan, either -- your own facilities because you 
ion't know what the merchant plant situation is. 

Now, perhaps I'm misunderstanding, but which 

is it? Either you will rely on these or you will not 

rely on these? And if you will not rely on them, what 

iifference does it make to you with your own planning? 

tt's as if it doesn't even exist. 

WITNESS RIB: I think the easiest way to 

FLORIDA PUBLIC SERVICE COMMISSION 
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answer your question would be that we don't plan to 

rely on it. 

under firm contract or the resources that we own. 

However, it does affect the planning process in that, 

my understanding, in the current framework, merchant 

plants are not part of the process. In other words, 

plants are built based on need identified by the 

retail utilities, and I don't think any of the 

utilities in Florida are currently planning in a 

framework where they or other parties can simply begin 

developing merchant plants at their will and 

discretion. 

We rely on resources that we have either 

So I don't believe -- I've never felt that I 
had the opportunity to change my planning philosophy 

and assume that we, or others, could build merchant 

plants. That's what I'm trying to get at. 

So it does make that difference to me. I'm 

not saying we're going to rely on them, because to me, 

by definition, the merchant plant is uncontracted and 

we, or other parties, won't rely on them. 

COMMISSIONER DEASON: I guess what I'm 

trying to understand, if you're not going to relie on 

it, it's as if, for your purposes, it's not even 

there, how does that impact your planning? You have 

your need to serve your retail customers, and you have 

FLORIDA PUBLIC SERVICE COMMISSION 
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power plant. 

of the determination of need. 

That is my understanding of the process 

COMMISSIONER GARCIA: But wouldn't the 

issue -- and I think this goes -- I guess to what the 
heart of what we're trying to get at here -- and I 
think Commissioner Deason captured it. 

counting on this plant, you're counting on your own 

resources, how can that in any way be negative to you 

or to your planning process? 

this -- I mean, for example, last year, during certain 
periods where you had a peak demand to your system you 

relied on your resources, which was the customers that 

you can curtail, the load management, the residential 

zustomers, and you lost about 40- to 50,000 customers 

that dropped the system. That was something that you 

If you're not 

If you cannot rely on 

zould rely on. How could this plant affect you in any 

day if you're not relying on it? 

WITNESS RIB: Well, there's so many 

pestions that I think have come my way, I don't know 

if I could separate them and try to answer them. I 

want to first attempt to finish my line of reasoning. 

That it's my understanding that underneath 

the entire process of need, is that the Commission has 

been held up as a gatekeeper to protect the resources 

of Florida so that only plants that are needed would 

FLORIDA PUBLIC SERVICE COMMISSION 
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the Commission is being asked to make. 

COMMISSIONER GARCIA: That isn't the point. 

You said -- and perhaps I misunderstood the "we," 
maybe you meant "we" as Florida, "we1' this Commission, 

"we" FPC -- so I need you to be more specific. 
said, "We didn't plan on if we could rely on building 

merchant plants." That's not the issue. 

You 

WITNESS RIB: I wasn't saying that we could 

or could not rely on building merchant plants. 

saying that we haven't considered them -- we haven't 
even considered them on our menu of opportunity to 

pursue. 

I'm 

We confined our thinking -- 
COMMISSIONER GARCIA: Isn't that an economic 

opportunity for the company and not a planning 

opportunity? 

not that the opportunity is missed, just the issue of 

need and dispatching and what is -- what can be relied 
on here. And, you know, you're on two different 

things. I understand the opportunities. I want you 

to sort of get, Mr. Rib, where exactly it impacts your 

planning process at this stage right now. If you 

don't have to rely on it, how does it impact you? 

And so what I'm trying to get at -- is 

WITNESS RIB: I'll try to answer your 

question as simply as I can. 

Number one, I might have to rethink my 

FLORIDA PUBLIC SERVICE COMMISSION 
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planning approach and my planning philosophy as I, and 

all other planners in the state, were to think that 

need no longer had to be determined as a result of the 

specific customer base for reliability or economics of 

any specific group of customers. In essence, I could 

rethink our whole planning process and change to 

something entirely different, number one. 

Number two -- 
COMMISSIONER GARCIA: Stop right there. 

Explain that to me. What do you mean by that? 

WITNESS RIB: If I could ask a moment, 

please. 

COMMISSIONER GARCIA: Sure. (Pause) 

And, Mr. Rib, it's probably based on my 

ignorance more than anything else. And I'm asking you 

to walk through this. Because I think because of your 

sophisticated knowledge and planning you probably -- 
you're probably ahead of me, way ahead of me. So I 

want to understand each point. 

changed. I just wanted you to sort of explain there 

where you were. 

You say several things 

WITNESS RIB: Okay. Back to the first 

point, which was that if merchant plants, as we're 

discussing, i.e. in this context, a plant that's not 

being proposed to be needed on the basis of a specific 

FLORIDA PUBLIC SERVICE COMMISSION 
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group of customers for either reliability -- either 
purely on reliability or on reliability and economics, 

but rather that the Commission will begin to determine 

need on the basis of perhaps the state as a whole or 

beyond -- I donlt know -- that the way that I approach 
planning for our customers -- I mean, we have planning 
models, production cost models, fuel forecasting 

models, load forecasting models -- all of those models 
that we're using to do these type, or support these 

type of need determinations, are almost entirely based 

on our customers. In other words, our retail 

franchise customers, our wholesale customers. And 

that's who we study, the economics, the reliability 

needs and so forth. 

So if the determination of need isnlt 

necessarily any longer tied to that traditional 

mind-set of planning for our customer base, but rather 

on perhaps in this construct, to say, well, need would 

be determined for Peninsular Florida, I might have to 

reinvent my entire planning process to understand how 

what we might be doing to serve the needs of our 

customers fits in the context of a state planning 

process or some other means. It's just not the same 

way that I understood need to be determined, and 

reliability and economics to be determined in the 

FLORIDA PUBLIC SERVICE COMMISSION 
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wouldn't your response to this be simply to firm up 

your contracts with your major customers? 

WITNEBB RIB: I'm sorry, I didn't -- 
COMMIBBIONER JACOBS: Isn't the main 

battleground here going to be how well you can firm up 

contracts, long-term contracts, with your major 

customers? 

WITNESS RIB: Our merchant customers. 

COMMISBIONER JACOBS: With your major 

customers. 

WITNEBB RIB: Oh, I'm sorry. (Pause) 

Well, I think what you're exploring now is 

the other side of the equation, which is who are our 

customers, and to me that's a whole nother issue. 

That's in a sense -- in the new world where 
customer -- further growth of customer choice -- I 
guess I'm a little lost. I'm thinking on the supply 

side primarily. 

COMMISSIONER JACOBS: On the supply side -- 
again, I'm somewhat naive here, too, but on the supply 

side it would seem to be a bit more simpler because 

you want to -- whatever needs you assess, you have to 
go through a process of determining whether or not 

that load should be built or not anyway. In the 

context of that process you've got to look at all of 
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the options, alternatives to building that. And I 

would imagine that whatever would be available to you 

in terms of purchased power, would consist of whatever 

load comes from the merchant plant, wouldn't it? 

WITNESS RIB: I'm sorry. I haven't gone 

into this world yet so -- 
COMMISSIONER JACOBS: But go in for a 

moment. 

need determination, you have to go through the 

alternatives-to-build decision. 

When you come to the process of making your 

WITblESS RIB: Right. 

COMMISSIONER JACOBS: You're going to have 

to look at purchased power as one of those options, 

aren't you? 

WITNESS RIB: Yes. 

COMMISSIONER JACOBS: Wouldn't the load 

that's available from a merchant plant be one of the 

optional purchased power elements, wouldn't it? 

WITNESS RIB: Well, when I was answering 

Commissioner Garcia's questions earlier I was saying 

there were really in that context two questions in my 

mind. One is how we plan today versus to just 

ignoring all of that and just supposing that merchant 

plants were just like any other plant. 

So I think -- if I can, or if I may, answer 
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your question in the context of just assuming that for 

some reason merchant plants are just like any other 

plant in the future, then in that construct I suppose 

that entities who buy power to serve their customer 

base would consider that as a resource like they would 

others, yes. 

COMMISSIONER JACOBS: So then I go back to 

my first question then, the battleground really 

becomes to what extend you can firm up long term your 

customers, isn't it? 

WIT#ESS RIB: Well, I suppose there's two 

sides to that: There's a retail franchise, which my 

current understanding is still fairly stable. Then on 

the other side there's the -- what we term the 
wholesale market, which would be the market under 

which the municipals and other participants buy and 

sell power and so forth. And that market is 

competitive. 

to serve those customers given their needs, our 

competitiveness and so forth. So in that light, 

resources that are in the market compete with what we 

might be attempting to sell in that same market. 

So we may or may not have opportunities 

COMMISSIONER DEASON: You do not plan to -- 
you're planning process is not to anticipate wholesale 

need and to plan and construct facilities to put in 
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your rate base to meet wholesale need; is that 

correct? 

WITNESS RIB: I'm not sure I can give a 

simple yes or no to that. Because we do have 

contracts, and those contracts imply obligations to 

our company. So in that context, they become a part 

of our customer base. So they are considered in our 

planning process. 

COMMISSIONER DEASON: Listen to my question: 

Anticipated wholesale demand. 

demand out there that you have a contract for, 

obviously you have a commitment to those wholesale 

customers. But are you telling me that you plan that 

"Such and such's contract's going to expire and we 

want to compete for that, so letls go ahead and say 

that there's a need for that now and go ahead and have 

this Public Service Commission put that in our rate 

base." You don't do that, do you? 

If you have wholesale 

WITNESS RIB: No, we don't. 

COMMISSIONER DEASON: Earlier you mentioned 

a concern about displacement, and I want to explore 

that for just a moment. And, perhaps, I'm looking at 

it too simplistically, and, perhaps, you can tell me 

where I'm wrong. But what I understand is that this 

merchant plant, if it is constructed, it will be 
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dispatched according to its economics, and whenever it 

is cost-effective for it to be -- for it to generate, 
they are willing to take the risk that someone is 

willing to purchase that energy because it will 

displace higher cost energy. 

understanding? 

Is that your 

WITNESS RIB: Yes. In the simple economic 

context of pure dispatch, yes, that's true. It's an 

hour-to-hour type scenario. 

COMMISSIONER DEASON: How does that harm 

you? 

WITNESS RIB: Well, I guess what I've tried 

to offer is that it's difficult for me to envision 

that -- and I'm tying this back to the issue of 
precedent -- but it's difficult for me to envision 
that developers of these type of plants would simply 

be satisfied with one plant. Although we can talk 

about it as though there is one new plant, in my mind 

there's certainly room to consider the precedent that 

others would expect to follow. 

COMMISSIONER GARCIA: Mr. Rib, I understand 

you're taking us to your conclusion there. 

fine. But Commissioner Deason's question is a little 

bit more specific. You can take it to the broad 

later, if you want, in your answer, but let's talk 

And that's 
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about FPC. You guys are short for 2001 winter, I 

think, right? You come down at about 13%, or 

whatever. So the question is very specific: How 

would this plant impact you in that way? 

talk about the possibility that 20 major 500-megawatt 

merchant plants come to Florida, because you're right, 

there are a whole series of questions there that enter 

your calculation. But very specifically, you're 

looking at tight loads. You have a new plant in 

Florida. You didn't rely on it. How does that impact 

you? 

Let's not 

How can that be negative? 

WITNESS RIB: Well, I would attempt to try 

to answer Commissioner Deason's question, if I could, 

and that went to simplistically thinking of dispatch 

on an hour-to-hour basis. 

In essence, the displacement concept that's 

been put forward for us is that those, quote, "older, 

less efficient plants" would run less hours. 

Eventually we've described the generation resources as 

a stack. In other words, a stack of plants that 

dispatch in a certain incremental operating cost 

order. 

So at some point you have to examine what, 

you know -- how many megawatts of new capacity are 
coming in; how many hours some of those other plants 
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we're talking about are running. 

potentially address the viability of those other 

plants. In other words -- 

And at some point, 

COMMIBBIONER DEABON: But if you're 

displacing higher cost generation with lesser cost 

generation, overall generation -- generating costs are 
less, and just because those are sunk costs, should we 

ignore current economics based upon your sunk cost? 

WITNEBB RIB: Well, I don't think we should 

ignore current economics. I mean, when I'm planning, 

for example, to add a combined cycle plant in the 

summer of 2001, I look at those very same economics 

and the impact on our fleet. 

So I'm not even attempting to tell you that 

those economics aren't important, because they are 

part and parcel of the planning process that I 

perform. 

merchant plants create is that -- if they are not 
deemed as needed and they are not -- they are not 
examined as part of the reliability -- the reliability 
and economics of a particular customer base, if 

eventually you get enough of those, the displacement 

process, on its own nature, on its face, means that 

you will have to re-examine the viability of other 

plants and they may need to be shut down. 

But what I'm saying is the uncertainty that 
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COMMISSIONER DEASON: And what is wrong with 

shutting down inefficient power plants if there's 

adequate capacity to take their place? 

I mean, it routinely happens. That happens in Florida 

even before there was even the suggestion of a 

merchant plant. 

That happens. 

WITNESS RIB: Well, I think it happens in 

the framework, as I understand it, with the utilities 

that are serving their customer base. I guess the 

potential exists -- 
COMMISSIONER DEASON: See, I don't see how 

youlre going to get to the point to where you say a 

plant needs to be shut down unless you have a 

long-term contract that you can rely upon the plant. 

If you don't have that contract, and canlt rely upon 

it for your need, the only time you're going to 

purchase that is when it's economic on a dispatched 

basis. 

WITNESS RIB: I guess that presumes that the 

costs would be justified if keeping these other plants 

around, whether they are operating or not; whether 

those plants that have been set aside, quote/unquote, 

"are needed or not." Those plants potentially become 

stranded by proliferation of merchant plants. 

That is your concern COMMISSIONER DEASON: 
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uith displacement, is the potential for stranded 

investment of higher cost plants if there's a 

?roliferation of merchant plants with a lower -- 
WITNESS RIB: That's a part of it. The 

Dther part that I believe is it's not within our 

mrrent framework. So -- we're not anticipating that 
to happen. 

de're not anticipating that or reacting to it. 

that element is reintroduced into the process under 

which we plan for the needs of the state, it might 

accelerate that and change the nature of the economics 

Df utilities as we understand it. 

As a part of the current planning process, 

If 

COMMISSIONER DEABON: You see, it seems to 

me that under your own planning process you have the 

responsibility to look at your higher cost units. And 

if those need to be retired based upon good economics, 

it's your responsibility to plan for that, and to come 

to this Commission and say, "We need to retire these 

units. 

replace them with another unit." 

easy question to ask or answer. 

concerns is we've got plants in rate base, perhaps at 

a depreciated level; they are there when needed. Do 

we risk putting a large new efficient plant with all 

of the up-front capital cost in rate base and require 

They are no longer economic and we need to 

But that is not an 

Because one of the 
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Dur customers to bear that burden for the anticipated 

economic benefits of their dispatch and retirement or 

iisplacement of older units. 

rhey're coming in saying, "We're not going to burden 

four ratepayers with this capital investment. 

strictly our risk. Just let us build it and dispatch 

it if we're economic and efficient." See, I'm having 

We don't have that here. 

It's 

Sifficulty understanding where that harms you. 

WITNESS RIB: Well, I've done my best, I 

think, to explain it. 

COMMISSIONER DEASON: Yes, sir. 

COMMISSIONER CLARK: Mr. Rib, as I 

understand what you're saying, it's not necessarily 

this plant that causes the problem. It is the 

multiplicity of plants that may come where the -- what 
is determined to be need is a different way of 

determining it than what's been in the past. 

there's a potential in your mind for the plants to be 

displaced and stranded, to some extent. And I suppose 

there's also the potential for fuel diversity to be 

adversely effected. As I understand it, the most 

effective units these days are gas-fired. And there 

may be an issue of fuel diversity. 

you enter into, when you decide to build a plant, you 

will have to make determinations, not just on that 

And 

But -- and when 
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particular plant and your particular need for that, 

but you'll have to make determinations as to its 

useful life if the wholesale market includes merchant 

plants. 

WITNESS RIB: Well, I think that that would 

change the way we think about it certainly. Also, I 

mean to the point you're making, I've tried to 

emphasize that diversity is a strength. 

different type of plants. 

gas-fired combined cycle which, on the merits, looks 

exceptionally enticing. And, of course, I'd say that 

because we'd like to add to our resource mix of plants 

just like that, so -- at the same time the fuel 
markets move the -- and so forth. And we try to 

capture the benefits of diversity as we can move 

generating from one resource to another. 

to move with it. So we don't necessarily advocate 

just becoming focussed on a particular technology, a 

particular fuel; rather strengthen the state with that 

diversity. 

Diversity of 

Here we have a proposed 

And we try 

COXMISSIONER CLARK: I just want to explore 

this for a minute. Is your concern at all that there 

will be one determination of need for those utilities 

that actually build plants and another for those -- 
I'm not just -- there will be one way of determining 
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need for utilities that serve retail customers, and 

there will be another way of determining need for 

utilities that do not have a retail customer base. Is 

that your argument at all? 

WITNESS RIB: I guess the way you've asked 

it that possibility exists. I mean, first of all, 

there's -- you know, I think of utilities in the 
sense -- in the regulatory context we have here as the 
retail utilities that serve customers in Florida. So 

one possibility exists that there could be two 

different standards. Another possibility exists that 

retail utilities would entirely change the way they 

pursue need and follow a merchant example instead and 

no longer attempt to demonstrate need tied to any 

particular customer. I mean, that possibility exists. 

But I guess it's part of the uncertainty. If this 

change is to be accepted in the state, then how should 

the utilities that are currently operating in this 

state react to it? What should we do? I'm afraid I 

don't have all the answers to that. 

COMMISSIONER CLARK: Let me ask you one 

other question. How long would you have to -- how 
long, term of a contract, would be needed such that 

you were comfortable that -- if you determined that 
that was no longer an economic contract, you could get 
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F 

out of it and build your own plant or purchase 

elsewhere. I've not stated it very well. But PURPA 

required a lot of utilities to enter into long-term 

contracts and we found that at least in some states, 

and in particular for your utility, that those 

contracts have now turned out to be above market. And 

my question is: 

is optimum in terms of entering into long-term 

contracts so that you can get out of those contracts 

about the time they become uneconomic and can, 

perhaps, build your own plant or move to another 

wholesale provider? 

What length of time would you think 

WITNEBB RIB: I'd have to admit, I really 

wish I had the answer to that question. That's an 

awfully tough one. 

The best answer I could offer, I suppose, is 

that on the one hand, if you have a provider 

relationship -- if you are going to establish a 
provider relationship you'd hope that you have the 

opportunity, or some form of rights, to continue in 

that relationship for some time. On the other hand, 

you might -- from a economic point of view, you want 
to make sure you don't get too far away from the 

market. So I guess if you want to wish about what 

could be the ultimate -- the ultimate combination, it 
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would be a fairly long-term relationship, but one that 

could be tied back to the market. So that if -- so in 
that construct I suppose you could imagine a 20-year 

contract that could be tested to the market every so 

often; I don't know, five years or something like 

that. But, I mean, that's the ideal world. And I 

don't know if supplier relationships can be developed 

on those terms. 

It's a difficult question to ask. I mean, 

the other side of that question is, is just a 

five-year contract, with nothing else, is that enough? 

I just don't know. And that's -- that's difficult. 
COMMISSIONER CLARX: Thanks. 

COMMISSIONER DEASON: We have utilities in 

the state who decided not to build a plant and 

purchase unit power sales, for example, for a stated 

contract period of time. And it was determined that 

was the best thing to do. 

has approved those. And it has been presented to us 

and said this is the best alternative. 

And I think this Commission 

WITNESS RIB: I guess I'm aware of some 

examples where they might have different options, and 

they might say, "Well, suppose we --'I you could say 

suppose we defer construction for a few years, if 

there's an opportunity to buy some surplus capacity in 
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the meantime, and examine all those alternatives based 

on the timing and what's going on in the marketplace. 

Ultimately, I'm not looking at the needs of our 

customers just three to five years out. 

look at it longer term than that. So I'm not trying 

to necessarily just plan the system and assume all I 

need to worry about is the next three years. So 

usually there's something behind that, some plan these 

evolving behind that, if you're talking about 

short-term opportunities. 

I'm trying to 

CHAIRMAN JOHNSON: Mr. Wright. 

I4R. WRIGHT: Thank you, Madam Chairman. 

Q (By Mr. Wright) Mr. Rib, I have a few 

questions following up on remarks you made in your 

colloquy with the Commissioners just now. 

referred to the Commission as a gatekeeper. Do you 

recall making that remark? 

I think you 

A Yes, I do. 

Q Do you agree that the Power Plant Siting 

Board, based on your understanding as a planner of the 

process, would you agree that the Power Plant Siting 

Board is also a gatekeeper? 

A I suppose that they make the final decision, 

the final determination, so they are certainly a key 

to the process. 
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Q 

A Not as I understand it. 

Q 

Is Florida Power Corporation a gatekeeper? 

At your deposition we discussed what were, 

at that time, very new press reports regarding a 

proposal, that has been in the trade press, to build a 

fairly large amount, 850 megawatts, as I understand 

it, of peaking capacity in Brevard County. Have you 

become more familiar with the trade press regarding 

that proposal? 

A No more familiar than I was when we talked. 

Q 

A 

Q 

A 

Are you aware of the proposed project? 

If you're speaking of Oleander Power? 

I am. 

I'm aware they have proposed construction of 

some peaking facilities, yes. 

Q And is it your understanding that it's 

approximately 850 megawatts is the proposed capacity 

of their facility? 

A That's what I've read. 

Q Also at your deposition we discussed the 

prospect of an entity buying the Indian River units 

that the Orlando Utilities Commission has published a 

RFP for. 

subject? 

Do you recall our discussion on that 

A I recall the discussion. Did we discuss 
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uhether they had an RFP? 

portion of it. 

I don't remember that 

Q Well, do you know they did -- 
A They have at least been identified in the 

press they were interested in potentially selling that 

plant. 

Q Have you read any press regarding that 

process this week? 

A No. 

Q Okay. At your deposition I asked you to 

assume that, in fact, they followed through on 

their -- on the possibility, or the possible plan, of 
them selling their facilities to another entity, and 

such other entity then operating that facility, or 

those facilities, as merchant power plants. Do you 

recall that? 

A We did discuss that, yes. 

Q Okay. Now, suppose that that happened. 

Suppose the example we used in our conversation in 

your deposition was PacifiCorp's. 

with that. 

the Indian River plants from OUC and began operating 

them as merchant plants. 

Let's just stick 

Suppose that a PacifiCorp affiliate bought 

Are you with me? 

A Yes. 

Q And suppose that the developers of Oleander 
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were successful in developing their combustion 

turbines as merchant peaking facilities? 

A Okay. 

Q 

A Yeah. We're supposing that those are both 

Are you okay on that? 

true. 

Q Now, would you take the existence of those 

power plants, as existing merchant power plants, into 

account in your planning processes? 

A In the Florida Power planning process? 

Q In Florida Power Corporation's planning 

process. That is my question. 

A I think we'd have to examine how they fit in 

somehow, yes. If I didn't have a contract with them I 

wouldn't assume that I was necessarily purchasing from 

them, but we need to know they exist. 

Q Would you agree there would be some 

probability that such plants would be available to 

sell to Florida Power Corporation at any point in 

time? 

A That possibility exists. 

Q And you wouldn't ignore that possibility in 

your planning process, would you? 

A I might ignore it initially, until I better 

understood how to incorporate it. I think you might 
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think of a different part of the world where people 

might communicate with them from hour to hour and see 

if there's anything going on. 

number might end up in the Rolodex across the state, 

Suppose their telephone 

yes. 

Q Are you suggesting that short-term economy 

transactions are not part of your planning 

responsibilities? That's really somebody else's. 

A That's generally true. That's what we've 

discussed. 

Q Okay. Do you interact with the folks in 

Florida Power who are responsible for short-term power 

sales and purchases? 

A From time to time, yes. 

Q Do you think they would take account of the 

presence of these hypothetical -- at this point 
hypothetical merchant plants at Oleander and Indian 

River? 

A I imagine that they would. 

Q You said you had not considered the 

possibility of you all building merchant plants in 

response to some questions from the Commissioners. 

that true? Did you say that? 

Is 

A Yes. 

Q Do you know whether Florida Power, or any of 
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its affiliates, have considered or pursued developing 

merchant plants in other jurisdictions? 

A Schef, what I'm familiar with is the 

planning process I'm involved in, which is for Florida 

Power. 

planned for merchant plants. 

And to my knowledge Florida Power hasn't 

CHAIRMAN JOHNSON: What was the last part of 

your answer? 

WITNESS RIB: Florida Power has not planned 

for merchant plants, nor have we, to my knowledge, 

attempted to develop merchant plants. 

normally plan outside of Florida, so that would be our 

jurisdiction. 

And we don't 

CHAIRMA# JOHNSON: Hold on again. Was your 

answer -- your answer was no, then, to his direct 
question? Or was it "1 don't know"? Because he asked 

you -- 
WITNESS RIB: I characterize it as ''I don't 

know.'' Mr. Wright would like to ask about affiliate 

activities that I'm not familiar with. So I'm afraid 

I can't respond to those. 

context of the work that I've done for Florida Power 

Corporation, not for Florida Power's affiliates. 

I'm responding in the 

0 While it was active, did you have any 

interaction with Progress Energy Corporation or 
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Progress Energy, Incorporated, whichever it is? 

A Interaction in a planning sense, no. I did 

know some of the people; spoke to them on a social 

basis from time to time, but did not conduct any 

business. 

Q 

A 

Q 

Do you know Roland Bonner? 

Yes. 

He was president of Progress Energy 

Corporation, was he not? 

A Yes, he was. 

Q Did you never discuss with him merchant 

plant development activities at Progress Energy 

Corporation? 

A I did discuss with him, in general, some of 

the things that they were doing. But I didn't have 

any business role or business relationship in those 

activities. 

Q Do you recall what you generally discussed 

with Mr. Bonner? 

MR. SASSO: We would object, Madam Chairman. 

This is outside the scope of Mr. Rib's testimony. 

CHAIRMAN JOHNSON: Mr. Wright. 

MR. WRIGHT: I think the activities of 

Florida Power's affiliates in pursuing merchant 

development opportunities in other states are 
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And 

probative as to their positions regarding the policy 

to be applied in this case. 

MR. BASSO: Mr. Rib has already testified he 

has no knowledge of that. 

social conversations with Mr. Bonner. 

We're now getting into 

MR. WRIGHT: That's not how I understood 

Mr. Rib's testimony. He said he had some social 

conversations with Mr. Bonner. Then he went on to say 

he had some general discussions with Mr. Bonner 

regarding what they were doing in other states. 

it is that that I'm trying to follow up on. 

CHAIRMAN JOHNSON: I'll allow the question. 

MR. WRIGHT: Thank you. 

WITNESS RIB: To assist me, you may need to 

repeat the question. 

Q (By Mr. Wright) You stated that you have 

had some general discussions with Mr. Bonner regarding 

Progress Energy Corporation's merchant plant 

development activities in other states. 

is do you recall -- 
My question 

even A I'm not sure I answered the question -- 
answered the question that you just attempted to read 

back to me. 

MR. BASSO: Yes. I would object to the 

characterization of Mr. Rib's testimony. 
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MR. WRIGHT: I asked him whether he had 

discussed Progress Energy Corporation's merchant 

development activities in other states with 

Mr. Bonner. He said that he had had some general 

conversations with Mr. Bonner implying, to my mind, 

that it was on the subject matter as to the question I 

asked. I'm trying to follow up on that question. 

MR. SASSO: The question assumes that there 

were merchant plant activities -- perhaps it would be 
helpful if Mr. Wright just asked the witness a 

question. 

CHAIRMAN JOHNSON: Let's start over with the 

question. It did get a little confusing, even with 

respect to his answer. 

MR. WRIGHT: Did you ever discuss Progress 

Energy Corporation's merchant plant development 

activities with Mr. Bonner? 

MR. SASSO: Objection to the question. 

Assumes facts that aren't in evidence. 

MR. WRIGHT: I think that he testified that 

he was aware that Progress Energy did have such 

activities. If not, I will ask that question. 

Q (By Nr. Wright) Are you aware whether 

Progress Energy Corporation ever conducted, while it 

was active, merchant plant development activities in 
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other states? 

A Let me offer that those conversations -- 
although I can't tell you word for word what was 

discussed -- I didn't discuss at any length at all the 
specific nature of what they were doing. 

words, we didn't have conversations that said, "Oh, 

how exciting. 

plant in such and such." 

social discussions, I would characterize that we may 

have discussed that they are pursuing an interest in 

one state or pursuing an interest in another state. 

didn't inquire as to whether they would contract 

facilities, merchant facilities, or even the nature of 

those. I was just aware that they were in the 

business of developing power plants and I didn't 

explore the context, legal context of what they were 

doing or whether they were merchant or not. 

In other 

I hear you're developing a merchant 

I think in the context of 

I 

To be honest with you, I'm not -- I couldn't 
sit here today and tell you I'm certain that they were 

developing merchant plants. I know they had 

activities in many states and I'm not sure what they 

were doing. 

0 In response to an earlier question, I think 

you indicated you felt it was important to know in 

advance when a power plant was proposed. Did you make 
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such a comment? 

A Yes. 

Q Okay. When do you first recall hearing 

about the New Smyrna Beach Power Project as a concept 

that has now come to be before the Commission in this 

case? 

A I think when we discussed that in the 

deposition -- I think you offered that the proposed 
request for declaratory statement might have been 

in -- what was that, in '97 sometime? That's more or 

less when I became aware of this, when that was put 

forth at the Commission. 

Q You don't recall seeing press reports of it 

several months before, say, in June 1997? 

A Honestly, I don't recall specifically. But 

that would be the general time frame. 

Q Following up on a question that Commissioner 

Deason asked you, or actually maybe it was 

Commissioner Clark -- it was Commissioner Clark. She 

asked you questions about contracts. And you said, "1 

think that the ideal thing -- that the ideal scenario 
would be to have a longer term contract that could be 

tied back to market." Is that a fair characterization 

of your testimony? 

A Yes. 
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Q Have you explored the possibility of such 

contracts with any merchant power plant developers? 

A I have not. 

Q It is your understanding -- sorry, did you 
want to continue? 

A No. Go ahead. 

Q It is your understanding, is it not, that 

the developer of the New Smyrna Beach Power Project 

plans to sell its power at market prices; is that 

correct? 

A I guess there's two ways to think about 

I suppose they'll sell at whatever prices they that. 

can, assume those to be market prices. But on the 

other hand, I can't tell you I have any knowledge 

whatsoever what price they would sell it for. 

Q Well, would you agree they can't sell it for 

more than market price? 

A What is market price? 

Q You tell me. I'm asking you to define the 

term "market price" for your purposes in answering my 

question. I think it's a concept that most of the 

people in this room know, but if you want to define 

it, go ahead. 

A I didn't offer to define it. 

Q Well, you asked me what it was, and I'm 
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asking you for a definition that you're comfortable 

using in answering my question. 

A Well, the question, What is market price?" 

is almost a rhetorical question in the sense it's tied 

to a time frame, to an instance. It's a very 

complicated question. It's not a simple question. 

CHAIRMAN JOHNBON: Mr. Rib, could you try to 

answer the question, though? Start with a definition, 

and he had some follow-up questions. 

WITNEBB RIB: I think Mr. Wright was asking 

would they sell at market price. 

CHAIRMAN JOHNSON: Uh-huh. 

WITNEBB RIB: And that almost implies that 

whatever they sell it for would be the market price. 

What I'm saying is I don't know how to determine what 

they will sell it for. But if Mr. Wright is 

suggesting that whatever they sell it for is the 

market price, then, I guess, I'd accept his definition 

for the moment. 

Q (By Hr. Wright) Well, will you agree that 

market price is a price entered into between 

unaffiliated, unconstrained willing buyers and sellers 

in a market or negotiated-type transaction? 

A That would be an acceptable definition. 

Okay. Duke New Smyrna as the operator of 
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the New Smyrna Beach Power Project can't sell its 

power for more than it can negotiate with somebody 

else in the wholesale market, can they? 

A I guess I'd agree -- I can't understand how 
they would sell it for more than a willing party would 

pay so -- 
CHAIRMAN JOHNSON: You know one other thing 

that would be helpful -- and it's fine for you to 
elaborate on the answer -- but if you could start off 
with a llyes/no,ll and then elaborate. 

WITNESS RIB: Okay. So I think the answer 

to that question would be yes, as you proposed it. 

Q (By Nr. Wright) Thank you. And my 

question then is if there were a merchant plant 

operator, such as Duke New Smyrna in this case, that 

has expressed its interest in building a power plant 

and selling at market prices, do you agree that it's 

reasonable to think that they would be interested in 

discussing a contract that would pay them market 

prices for a reasonable period of time? 

A I don't know whether they would or wouldn't. 

So, first, I'd answer I don't know. Number two, they 

may or may not have a interest in entering contracts. 

It's up to them. They own the plant. Nobody controls 

them. 
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Q But I did not ask you to speculate as to 

vhat is in the mind of my clients. I asked you 

vhether it would be reasonable, in your opinion, based 

>n your knowledge, to expect that they would be 

villing to enter into contracts to sell power at 

narket prices or contracts that were tied to market 

?rites given their stated intent that they want to 

sell power at market prices. 

MR. SASSO: I must object. He said he's not 

nsking the witness to speculate about what is in his 

zlient's mind. Now he's asking him to answer based on 

ghat his clients have said. 

Mr. Rib hasn't indicated he has any 

ixperience in dealing with merchant plants, so I'm not 

sure how he has a foundation or how it has been 

established for answering this question. 

does call for speculation about what Mr. Wright's 

client will do. 

I think it 

CHAIRMAN JOHNSON: Mr. Wright. 

MR. WRIGHT: I'm trying to ask him if it's 

reason to think that somebody who wants to sell power 

at market prices will enter into a contract to sell 

power at market prices. I think it's a fair question. 

CHAIRMAN JOHNSON: If you can answer the 

question, fine. If you don't know, then that can be 
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your answer. 

COMMISSIONER GARCIA: Schef, I don't even 

understand the question. Before you answer, could you 

ask a question again, because I don't -- the question 
that I'm hearing -- and perhaps it may be distance 
that's effecting me -- would someone who has said they 
are going to sell power at market prices enter into 

contracts to sell power at market prices? 

question? 

Is that the 

MR. WRIGHT: Well, with the preface would it 

be reasonable to expect that, the question as you just 

stated it, yes, sir. 

COMMISSIONER GARCIA: You need Mr. Rib to 

A dumb politician can answer that answer that? 

question "yes". 

of the question? 

But I don't understand the complexity 

MR. WRIGHT: I don't think it's a complex 

question. 

Clark's question, and Mr. Rib's answer, regarding his 

expressed desire to enter into -- or, well, his 
expression it might be a good thing to be able to 

enter into longer term contracts that tie it back to 

market. That's all. 

1 was trying to follow up on Commissioner 

WITNESS RIB: If I may, I answered the 

question "I don't know," and let me offer you an 
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explanation why I answered it that way. 

Let's suppose two simple examples. Suppose 

that the company that wanted to build this plant 

thought it would be in their best interest to enter 

longer term contracts. And in that construct, I 

suppose the answer would be yes, they might offer to 

do that. Suppose on the other hand, that the company 

had decided they had no interest in entering contracts 

other than to simply make transmission arrangements 

with parties if they could, and simply play the market 

from hour to hour, in which case they would choose not 

to enter contracts. I don't know how they will choose 

to proceed. 

your client's preference is. I don't know. I'm 

sorry. 

about what they might potentially want to do with this 

plant. 

Q 

And you're asking me to speculate what 

I don't know what they have in their mind 

Will you agree that Florida Power 

Corporation cannot be forced to buy power from Duke 

New Smyrna? 

A In my current understanding that would be 

difficult to imagine, so, yes, I'd agree we wouldn't 

be forced to buy it from them. 

Q I'd like to return to our brief discussion 

regarding the possibility of the -- 
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COMMISSIONER DEASON: Schef, before you 

leave that last question, I want to take that one step 

further. Let's just assume that the proposed power 

plant is built and it begins generating, and that 

there is economic generation such that they could 

displace other utilities' generation. Is it incumbent 

upon regulated utilities, if that is available, to 

purchase that if it displaces higher cost generation 

of their own, such that if they did not, they would 

have to explain why it was not in their customers! 

interest to make that purchase? 

WITNEBB RIB: I suppose that could be true. 

In other words, I think Mr. Wright's question was 

fairly narrow, but there are, in essence, in response 

to what youlre asking there, are two ways that a 

utility might be -- there are two ways where an 
expectation might develop that utilities should behave 

in some way. 

forced to and should. But it could be implied if an 

economic option existed, that it should be pursued. 

So I guess there's a difference between 

I've also constructed in my thought process 

in some of my testimony that there exists an 

underlying concern that if merchant plants were 

developed to such an extent that they consumed what 

I'd call -- I believe I called the tolerable limits of 
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environmental impact, and that the utility then came 

Porward with a need for a plant, the Commission at 

some point in their role said that -- that for 
#hatever reason, I don't want to pursue that. In 

other words, I believe somehow or another we have 

enough plants, and that you should consider strongly 

buying from one of the plants that already exists 

instead of developing another one. There's another 

potential construction of a concept on a longer term 

basis that utilities should consider. Now, would they 

be forced to? I think there's a latitude of 

discretion of the Commission in this type of 

situation. 

COMMISSIONER GARCIA: But aren't you asking 

us to do precisely what you just said on the first 

point? 

You're saying that we understand -- in other 
words, correct me where my analysis of your thinking 

is wrong. If I run too far astray, you can stop me. 

But you're saying the way we plan is by this 

system that we have in place, where the Commission 

determines need. Because thatls how it's been done, 

or the way we at FPC perceive it to be. 

just doesn't work. Then you go on to say what you 

just said to Commissioner Deason, which is, if you 

Anything else 
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remove your thinking, you can stop plants because 

there are too many? 

your first answer to Commissioner Deason's question. 

I don't understand how you get to 

WITNESB RIB: Okay. Let me attempt -- I 
think there were two different scenarios I was 

addressing. 

COMMIBBIONER GARCIA: Right. 

WITNEBB RIB: One scenario was in the 

hour-to-hour type of situation. And I think 

Commissioner Deason was asking me if another 

alternative existed, should it be considered; an 

economic alternative existed? And I guess if you -- 
on the premise that whatever it is we're talking about 

is out there, then the utilities would attempt -- and 
Florida Power would attempt to find the most economic 

solution. So that's kind of the operating scenario. 

The other scenario I was suggesting is very 

different from that. That was a scenario which I was 

describing potential for, perhaps -- I've used the 
word I1proliferationt1 -- the proliferation of merchant 
plants to enter the state, and at some point 

potentially consume what I term the tolerable limits 

of impact on the state. 

COMMISSIONER GARCIA: Let me ask you, could 

we use that point? In other words, that tolerable 

FLORIDA PUBLIC SERVICE COMMISSION 



1293 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

limit? Let's say, for example, that we buy into the 

scenario where you create where therels going to be a 

proliferation of 10, 15 of these plants. Wouldn't it 

be reasonable that at some point -- because it may be 
costing us in terms of -- not us, you; but us, the 
ratepayers, or the state -- because of stranded 
investment, that we may say we don't want any more 

plants. And then turn them down on that; it's not 

economic for the state of Florida. 

WITNEOB RIB: Well, that possibility exists. 

But I don't even know where to begin anticipating how 

to react to that or when that process would end or 

what point weld reach that. But then I take that 

construction a step further, and to say if you feel 

like you had reached that point, or you were getting 

very close to it, and we step back to some of the 

discussions earlier in these hearings where we -- you 
know, there have been some proponents on the 

petitioner's side that have said it doesn't matter to 

them whether utilities continue to develop or not. I 

mean, this is separate from the utility's 

decision-making process. 

forward -- and the Commission may have reached their 
limit -- their tolerable limit. At the same time the 

utility comes forward and says, "We have ignored the 

Then the utility comes 
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presence of merchant plants," as we discussed on the 

premise of some of these conversations, 'land we're 

coming forward and planning for another unit." 

Commission could say, "We don't feel that unit is 

needed. 

instead." And I guess that was an attempt on the 

second portion of the answer to my question to say 

some possibility exists in the realm of this tolerable 

limit of new plants. 

The 

Go buy from one of the merchant plants 

COMMISBIOIUER GARCIA: You'd agree there's 

also another positive side, though. Let's say, for 

example, that FPC came in here and said, "We want to 

build a plant." 

of take something -- pretty much the same thing Duke 
is building. 

understanding of how efficient you're being by having 

this other producer that's out there that's just like 

you, that's not within the regulatory process, and 

isn't that a check on making sure you're producing the 

lowest cost power for the ratepayers of the state of 

Florida? I'm not stopping you from producing. I'm 

just saying it gives us a nice comparison. 

selling their energy at -- and I'm not going to say 
that's going to happen -- at $18.50, and you're 
selling it to yourself at $30, it gives this 

And you build one pretty much -- give 

Wouldn't it give this Commission a great 

If Duke is 
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Commission a better understanding of what you're doing 

right or what you're not doing right, and perhaps what 

we should do in the future, doesn't it? 

WITNESS RIB: I suppose that would be true. 

I don't think that we would necessarily need to change 

the regulatory process in Florida to accommodate that 

type of information, though. There are other states 

in the country where power is being deregulated and 

where these new type of markets exist, and that 

information can be gleaned elsewhere, if that's the 

objective. 

I guess I can't help make the comment that 

if I thought I could buy 470 megawatts for 20 years at 

$18.50, that I might not take that very seriously -- 
COMMISSIONER GARCIA: That would be 

wonderful for Florida ratepayers, wouldn't it? 

WITNESS RIB: I suppose. I just have 

serious doubts whether that would be put on the table 

by the Petitioner. 

CHAIRMAN JOHNSON: Could you just go back 

over -- I still wasn't completely following the 
analysis that you talked about in your testimony and 

as you just articulated. 

merchant plants and what w e  would do i f  you came 

forward to build a plant. Explain that scenario and 

The tolerable limits of 
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how it would play out for the PSC. What would be the 

analysis? 

WITNESS RIB: I don't think I can tell you 

exactly how we would get there. I do have a sense 

that this need determination -- this entire need 
determination process, and the siting process that 

came out of the Siting Act, somehow -- is somehow 
premised on the fact that Florida, the 

decision-makers, do not want unchecked expansion of 

power plants. Whatever reason, whatever wisdom they 

might have depended on, they wanted a process by which 

these would -- each be examined on their merits, and 
the way I understand the rules were developed, be 

examined specific to the need of the utilities that 

were proposing them. 

So in my mind the very beginning of that is 

that the process includes consideration for the 

impact, and that they be carefully examined. 

CHAIRMAN JOHNSON: I'm sorry, say that 

again. You said the 'gimpact8f and that they be -- 
impact on -- 

WITNESS RIB: The impact on state resources. 

CHAIRMAN JOHNSON: And is that going to more 

of an environmental analysis? 

by impact? Is it an environmental analysis or --. 
Is that what you mean 
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WITNESS RIB: I wish I could give you a well 

reasoned answer to what they might have been thinking. 

And I don't really have the knowledge of what the 

framers of this requirement were thinking. 

I'm saying that in the sense that I 

understand it, it's a process by which each 

determination -- each determination of a selection of 
one of these resources is to be carefully examined 

because it has an impact. An impact on many things. 

And certainly it comes out of an environmental 

construct, so that's certainly one of the issues. 

I'm afraid I'm losing track of what the 

question was. Could you help me? 

CHAIRMAN JOHNSON: I was trying to just 

better understand the whole concept and you provided 

some comment in your testimony, and then you have been 

talking about it again today, the -- that you're 
afraid that we might have too many merchant plants. 

And when you come forward, that tolerable limit of 

merchant plants might have maxed out your opportunity 

to build a plant. I wanted to better understand the 

analysis. Because it might be a convincing point. 

I'm not following it thoroughly enough. 

I kind of follow it almost in the context of 

the next step; when DEP might have these applications. 
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And when they are looking at more than just 

economic-type impacts, that's when we might have put 

ourselves in a box. When they might say, "1 don't 

care if you could build it and even build it cheaper. 

There's enough of them out there." I can more see it 

in that context, someone making an argument. But I'm 

trying to figure out in the first instance here at the 

PSC, how we have somewhat checkmated ourselves by your 

analysis. So I need to better understand your 

analysis just to see if I have that same concern that 

you're trying to articulate. 

WITNESS RIB: Okay. I think the Commission 

oversees -- we've heard this -- the Commission 
oversees much of the economics. But they are also 

responsible for a consideration of all of the impacts, 

including conservation, impact on the environment, and 

all those things. Again, not to the point where you 

ask questions about specific permitting issues, but to 

the point where you help look at the measures 

utilities have taken to avoid the construction of the 

plant that's proposed. 

So in all of that framework, you first begin 

by examining what you may have done or what could be 

done to avoid the addition of that plant to begin 

with. And then you get past that hurdle and 
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eventually you say all things being equal we've 

examined all of that and looks like we need this 

resource in the state. Please go ahead with the 

permitting process. 

Now, if somehow merchant plants begin to 

enter that framework to my knowledge I guess there 

wouldn't be an examination of what could have been 

done to avoid them, at least not by the Petitioners. 

So you wouldn't have looked at conservation measures 

to avoid them since there aren't measures of that type 

available to the Petitioners building a merchant 

plant. And then eventually if they are allowed to be 

built just on some other premise -- suppose it's the 
economics that's been discussed -- eventually you 
might decide that the economics are overwhelming; that 

you ought to stop. In other words, economics no 

longer support the continuing need for additional 

plants of the nature being proposed, so you might 

attempt to stop them at that point, I guess. I mean, 

that's a whole nother line of logic that would need to 

be developed. 

In other words, if the Commission decides 

for some reason we do want to allow merchant plants, 

you have to develop a whole philosophical context in 

ivhich you will, or will not, allow them. I don't know 
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that I'm offering much help as to how to do that. 

COMMISSION$R GARCIA: Wouldn't it be great, 

though, for you if there was a huge proliferation of 

new plants in the state for being able to buy power? 

Doesn't that give you a tremendous -- I mean, let's 
say we've got Mr. Wright, and Mr. Wright's customer 

builds two or three of these plants and are selling on 

the market, yet this Commission still grants you the 

power to sell. Isn't that wonderful for you when 

you're running a little low, as opposed to turning off 

the electricity for 250,000 people in the Tampa Bay 

area, you simply turn to Mr. Wright who has too much 

power, or that market, and just buy it there? 

WITNESS RIB: Well, I guess there's a couple 

of thoughts I'd offer there. 

First, I have to wonder what the implication 

is for the assets that we own. What does all of that 

mean for the assets that we have, if we get into some 

kind of overbuilt situation where values in essence 

has been destroyed? 

COMMISSIONER GARCIA: Mr. Rib, I would still 

expect you to dispatch only the units that are 

economically viable in the market. 

cheaper for all of us, including you, to buy cheap 

power as opposed to produce it yourself. 

Because it's 
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WITNESS RIB: Yes. But economic viability 

is not a question that's determined hour by hour. I 

mean, these plants stand by approved and built and are 

put in rate base for a long-term run. I mean, these 

plants aren't just dropped off, installed, and the 

moment they are ineffective then they just disappear. 

COMMISSIONER GARCIA: Absolutely. There is 

stranded investment involved, perhaps, in some of 

these plants. But you would agree with me that when 

you were cutting off your customers this last summer 

in huge amounts, they were angry and you had no other 

choice than to do what you did, correct? 

WITNESS RIB: Well, I think we're talking 

about -- this is a little bit uncomfortable, because 
we're talking about customers, I think those you're 

referring to, who have signed up for nonfirm 

service -- 
COllllISSIONER GARCIA: Correct. 

WITNESS RIB: -- and who have agreed that 
under certain conditions, whether they be economic or 

whether they be reliability, under those conditions 

they've agreed we can interrupt them. They might 

not -- on the one hand they might not like it, but on 
the other hand, that's a group of customers who have 

agreed to that level of service. So I mean that's 
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just -- 
COXXIBBIONER GARCIA: A group of customers 

that today has 58,000 less, because they left your 

system after they experienced windows-type periods? 

WITNESS RIB: Yeah. You're saying that some 

of those customers decided they didn't like that level 

of service and they decided to firm up their service 

for their -- for whatever it might have been. If they 

had air conditioners under control and they decided 

they didn't like that, so they changed their level of 

service. Yes. 

COXXIBBIONER GARCIA: But you would agree 

with me that when you have 58,000 customers drop from 

a system -- from your load management system, there's 
clearly a huge cost involved in that? 

WITNEBB RIB: I'm sorry, could you try that 

again? 

COMMIBBIONER GARCIA: Sure. When you knew 

it was 58,000 customers, there's a great cost involved 

in that? 

WITNEBB RIB: Are you asking -- 
COXXIBBIONER GARCIA: Let me go back. If 

you would have had another option -- in other words, 
curtailing the customers as tightly as you did, or 

buying some power if you could have gotten it -- you 
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probably would have bought some of that power as 

opposed to keeping these customers curtailed as long 

as you did. 

WITNEBB RIB: Actually, I think that it 

really depends on the circumstances we're in. 

you're asking me do we enjoy interrupting our 

customers, certainly we don't. 

If 

\ 

COMMIBBIONER GARCIA: I would assume that 

the business you're in, Mr. Rib, is to sell 

electricity. I would imagine you'd rather sell more 

than less, although we want to conserve and everything 

else. But in this case you had to cut of your 

customers, and I'm using that case specifically, 

probably -- 
WITNEBB RIB: I don't -- 
COMMIBBIONER GARCIA: Go ahead, Mr. Rib. I 

don't want to interrupt you. I just want to try to 

understand you. You are the expert, not myself. 

WITNEBS RIB: I guess there are economic 

trade-offs during those periods. And I guess there 

are no -- no magical answers that apply over all time. 
But those customers signed up for a level of service. 

They understood and agreed they could be interrupted 

under certain conditions. And all I'm offering is 

that there was probably a price at which we ought to 
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go ahead and cut them off .  

involved. 

necessarily advocate that we pay any price to keep 

power served to those nonfirm customers, or at least 

to their nonfirm load. 

There's economic prudency 

And I don't think the Commission would 

COMMISSIONER GARCIA: Mr. Rib, no. 

Absolutely. 

any price. And, clearly, if you want to get into a 

discussion of whether your interruptible customers are 

good or bad for the system, I think that's for another 

day. 

you did this, it was because you were running tight 

and you had to put it out in a massive way; more than 

you normally did, you had to interrupt customers, 

correct? 

I don't think this Commission should pay 

But you would agree with me that the last time 

WITNESS RIB: Well, you're asking me were we 

tight? Yes. Did we interrupt them more than we 

usually did? 

breaking heat waves like that, so I don't have a whole 

lot to compare it to. 

that we use the resources we had. And yes, our system 

was tight. 

customers being cut off didn't appreciate it. So we 

began to examine and test under duress -- under 
extreme conditions we began to test the tolerance of 

I think -- we usually don't have record 

But I think it's fair to say 

And it certainly is also true that the 
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our customers who are -- who have that particular type 
of service, and some of them weren't very happy and 

they let us know. 

COMMISSIONER GARCIA: I agree. And clearly 

when you lose 58,000 customers, the economics of it 

does change considerably. 

WITNESS RIB: That part I'm not sure I 

follow, but --. 
COMMISSIONER GARCIA: Okay. If you want me 

You clearly put an apparatus in to walk you through. 

everyonels house. You spent money doing this. You 

spent money advertising it. You spent money; people 

installing it, buying, purchasing. You have 58,000 

units spread across your territory. With 58,000 of 

these units, the people say, "Pull this thing out. 

Stop doing this," there's a cost there because you can 

no longer count on them and now you've got to go 

elsewhere, correct? And they are dissatisfied 

customers. There are all sorts of costs involved. I 

understand your testimony, duress, but clearly there's 

a cost involved. 

WITNESS RIB: Yeah. I suppose in the 

example you're giving out there's a cost involved. 

COMMISSIONER GARCIA: No. In the example of 

what occurred. 
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WITNESS RIB: Yes. Of course, what happened 

is certainly not what we would desire. 

the system the best we could under those conditions. 

I still go back to the point, though, that 

We operated 

would we pay any price not to interrupt customers who 

had agreed to nonfirm load? No, we wouldn't. I just 

want to make sure that's understood as well. 

CHAIRMAN JOHNSON: Mr. Wright. 

MR. WRIGHT: Madam Chairman, 

Commissioner Garcia, I'm going to distribute what I 

ask be marked as an exhibit. It's Florida Power 

Corporation's Responses to the Staff's Data Request 

regarding implementation of tariffs on June 2 and 3, 

1998, directly related to the line of questions 

Commissioner Garcia was just pursuing. 

CHAIRMAN JOHNSON: Go ahead. 

MR. WRIGHT: I think the next number on my 

list is 31. 

CHAIRMAN JOHNSON: It will be marked as 31. 

Short title Mr. Wright? 

MR. WRIGHT: FPC's Responses Re: Nonfirm 

Implementation. 

CHAIRMAN JOHNSON: We'll have that 

identified as 31. 

(Exhibit 31 marked for identification.) 
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Q (By Mr. Wright) Mr. Rib, you seem to be 

conversant with the subject matter that 

Commissioner Garcia was asking you about relating to 

FPC's implementation of its nonfirm tariffs in early 

June of this year. Do you recognize this document? 

A I have not seen it before, but I'm taking a 

look at it now. Okay. If there was something 

specific you wanted to address, we can go to that 

point. 

Q I wanted to ask you if it appears to you to 

be authentic, and to address the Public Service 

Commission Staff's questions relating to FPC's 

implementation of its nonfirm tariffs in early June of 

this year as it purports to do? 

A Yes, I believe so. 

Q Thank you. 

Following on a question Commissioner Garcia 

asked, don't you think you who have been better off 

had there been more capacity available to purchase in 

early June of 1998, when you had to implement these 

tariffs at virtually their maximum levels? 

A Not necessarily. It depends on the price of 

power. 

the merchant plant would potentially sell at the 

market price of power. 

In a earlier discussion you constructed that 

If the market price of power, 
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as you've described it, would exceed reasonable 

limits -- what was deemed at that time a reasonable 
limit, then we would probably exercise our 

opportunities to interrupt nonfirm load. 

the tariffs are designed for. 

That's what 

Q Well, wouldn't the presence of additional 

uncommitted capacity in the Peninsula at the time of 

such an event tend to suppress the market price? 

CHAIRMAN JOHNSON: Could you ask your 

question again? 

Q (By Hr. Wright) Wouldn't the presence of 

additional uncommitted capacity in Peninsular Florida 

at the time of such an event tend to suppress the 

market price? 

A Number one -- again, I'd answer not 
necessarily. Let me explain. 

Number one, this proposed plant was not in 

service this summer. Number two, this is a plant that 

has been deemed a merchant plant, that a 

representative of the company has said they have no 

obligation whatsoever to sell power in Florida. 

in a condition like we experienced this summer, where 

power prices were higher outside of the state, to the 

north in Georgia, TVA and beyond, the producer 

operating this plant may very well have chosen to sell 

And 
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summer, on June 2nd and 3rd, that the plant that is in 

question now, New Smyrna Project, was in existence, 

and was generating at its stated capacity. What do 

you think would have happened at that point? 

think that as demand grew and you went about your 

normal dispatch that you would have looked to New 

Smyrna to have supplied energy, if they were willing 

to do so, at an economic rate, and you would have 

displaced some of your units? 

New Smyrna would have been aware that there was going 

to be a severe capacity shortage and would not have 

dispatched until at the very peak of the demand curve 

and demanded the highest price they could from you? 

Which do you think would have happened? And I know 

it's strictly a hypothetical. 

Do you 

Or do you think that 

WITNESS RIB: I'm not certain that either of 

I believe that those would have happened necessarily. 

the plant -- I believe that an operator of a merchant 
plant, under these kind of circumstances, is going to 

be very aware of what's happening around them. 

Because that's the framework of their opportunity that 

they are pursuing. So even before you hit a 4:00, 

5 : O O  afternoon peak, there's still an awful lot of 

expensive peaking-type resources running, and they 

would have had the opportunity to sell power in that 
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situation? 

A First of all, I don't think we sold power to 

ECAR. 

that were higher than the prices that were in Florida. 

I think that would have occurred at a time when the 

resources were available. Is that information in the 

letter that you handed me? 

I think we did sell power to Georgia at prices 

Q No. -It's actually in a different 

communication from, I believe, Mr. Stanfield to 

Mr. Ballinger. 

MR. WRIGHT: And, Chairman, I'd like to go 

ahead and distribute this. (Counsel hands out copies.) 

CHAIRMAN JOHNSON: Okay. Mr. Wright, how 

much more do you have? 

MR. WRIGHT: I hope not a whole lot, Madam 

:hairman. Perhaps ten to 20 minutes, depending on how 

juickly it goes. 

CHAIRMAN JOHNSON: We will mark this 32, and 

i short title? 

m. WRIGHT: FPC's Response Re: Power Sales 

ind Purchases. 

CHAIRMAN JOHNSON: Thank you. 

m. WRIGHT: Thank you. 

(Exhibit 32 marked for identification.) 

WITNESS RIB: Okay. 
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Q (By Nr. Wright) Have you seen this 

document, Mr. Rib? 

A I think I have seen this. I saw it this 

summer. 

Q Okay. And it appears to be what it purports 

to be; that is, Power Corp's response to the Staff's 

inquiry on purchased power? 

A Yes. 

Q If you'll look on the last line under the 

response of No. 2 on the second page, it indicates 

that FPSC sold out-of-state $3250 a megawatt-hour for 

two hours during some time period ending July 20th; is 

that correct? 

A That's what it says. 

Q Okay. You weren't selling at $3250 a 

megawatt-hour out-of-state on June 2 and 3rd, were 

you? 

A I doubt it. I don't know the exact 

chronology but I certainly doubt it. 

Q Do you know when the high prices occurred in 

the Midwest? 

A Not exactly. 

Q Are you familiar with the publication "PUR 

Utility Weekly''? 

A I don't receive that. 
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Q Have you seen it? 

A I'm looking at it now. 

Q Have you ever seen such an edition? 

Published by Public Utility Reports. 

A I don't receive that. 

Q Okay. You've never seen one? 

A I don't read that, no. 

Q Subject to check, will you agree that the 

Midwest price spikes occurred in the last week of 

June, not when Florida was experiencing the heat wave 

on June 2 and 3rd? 

MR. 8A880: The witness has just indicated 

he's not in a position to agree to this, so I don't 

think -- 
MR. WRIGHT: I didn't ask him about the 

publication. 

MR. 8A880: Well, you said subject to check 

would he agree. I'm not sure that he can answer a 

question like that. 

CHAIRMAN JOHNSO#: Mr. Wright, obviously he 

doesn't know. 

MR. WRIGHT: If he doesn't know, he doesn't 

know. 

CHAIRMAN JOHblSOI: Strike the question. 

Q (By Mr. Wright) Mr. Rib, Commissioner 
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Deason asked you a question regarding whether there 

might be some expectation that Florida Power 

Corporation, or another utility, would purchase from 

cost-effective resources. 

and your answer? 

Do you recall his question 

A I recall the discussion that we talked 

about. It was certainly a lot of discussion. 

Q Well -- 
A Is there a question? 

9 The question was did you recall his question 

and your answer? 

Did you agree in response to Commissioner 

Deason's questions that there might be some 

2xpectation that you had purchased cost-effective 

power from a merchant plant when such power was 

nvailable at cost-effective rates? 

A I don't know that he asked me that question. 

3ut my recollection of that discussion was that there 

Jould certainly be, on the Commission's point of view, 

zspecially when we're talking about -- the short term 
fe talked about, hour-to-hour type transactions -- I 
think the Commission's general expectation is that the 

itility buys or supplies power resources that are as 

zost-effective as possible. 

So in that construct I think -- if this 
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plant existed, you know, hour-to-hour, day-to-day 

would you potentially buy power from it? And I said 

potentially yes, we would, if it was out there. 

Q Will you agree that whatever expectation 

might be had or held of a utility's behavior under 

such circumstances would apply equally to merchant 

power that was available and to power that was 

available from traditional vertically integrated 

utilities as interchange power? 

A Yes. In the simplest terms I think they 

would. I don't know -- I think they have been 
introduced to a line of reasoning, however, in our 

liscussions where they are beginning to think about or 

sxamine that the flow-through benefits of transaction 

night be different in the case of a sale between 

regulated utilities versus a merchant plant. And, you 

mow, I think that's going to require some examination 

Bf some thought to say over time, might an expectation 

3evelop that maybe a utility would be preferred to 

zxamine the overall flow-through impacts of utility 

interchange sales and the benefit to the general body 

3f ratepayers versus the purchase of economy energy 

Erom a merchant plant where that flow-through benefit 

loes not occur. And that's a whole new line of 

Ehought. I think we talked about it, giving examples 
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and examined it, but I don't think anybody has any 

opportunity to reach my conclusions about that yet. 

But that's a possible circumstance under 

which they would re-examine that and say, well, maybe 

that's not the best for everybody, or that there would 

be some different way of thinking about it. 

Q My question really was isn't the expectation 

more general and that you would be expected to buy 

cost-effective power from any resource available, 

whether it was from another preexisting traditional 

vertically integrated utility for from a merchant 

plant. 

be the same; that you would avail yourself of 

cost-effective power resources? 

I'm just asking you wouldn't the expectation 

A And my answer was yes. The general 

expectation, given these circumstances, is yes. But I 

also -- again, I offered an explanation that gives us 
pause to consider the overall benefits to the general 

body of ratepayers. And I think the Commission would 

probably think about that as well, and out of that 

might come some different conclusion. I don't know. 

I think it's a new idea that hasn't really been 

examined very closely at this point. 

Q Have you reviewed the Ten Year Site Plans of 

the other utilities in Florida that file such plans? 
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A I do from time to time. I can't say that 

I'm conversant or familiar with all of them over all 

time, but from time to time I do take a look at them. 

Are you familiar with how many sites have Q 

been identified in those plans as either existing 

sites capable of being expanded or potential new sites 

on which power plants are capable of being 

constructed? 

A It would be fair to say I have more of a 

general knowledge of the plants and sites in the state 

than I would necessarily be relying on specifically 

reading Ten Year Site Plans. That's more a general 

body of knowledge. I'm sorry, I don't know that I 

could refer to a site in a -- 

A 

You -- 
-- Ten Year Site Plan. 
I did not mean to interrupt you. 

Q 

A 

Q 

A Go ahead. 

Q You've testified regarding what you 

characterize as a construct in which some 

proliferation of merchant power plants might consume 

the tolerable limits of power plants that could be 

built in this. My question for you is have you made 

any analysis of what that limit might be? 

No, I really haven't. I've listened to a 
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lot of discussion here about that, but I haven't. 

Q I'd like to return to a subject we discussed 

in your deposition. 

scenario in which a PacifiCorp affiliate, or some 

other utility affiliate -- that's not material -- buys 
OUC's Indian River units and begins operating those as 

merchant power plants. And my question for you is, if 

that were to happen, if PacifiCorp were to buy that 

power plant and market its power on a merchant basis, 

would that power plant and that entity owning and 

operating it, be operating within the current 

regulations? 

And it's the hypothetical 

MR. GUYTON: Objection, to the extent that 

this calls for a legal conclusion on the part of the 

witness. I think you're clearly asking for a legal 

conclusion. 

MR. 8A880: Join in that objection. 

MR. WRIGHT: I'm asking for his opinion as a 

planner who is active in the Florida wholesale market. 

Q (By Xr. Wright) With that preface, as a 

utility system planner active in the Florida wholesale 

market and somewhat knowledgeable thereof, if an 

entity such as PacifiCorp were to buy the Indian River 

power plants from OUC and then operate them and market 

their power output as merchant capacity, would that 
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power plant and the entity owning it and operating it 

be operating within current regulations as he 

understands them? 

cIuIIuI1A# JOHNSON: 1'11 let him answer. 

WITNESS RIB: I think when we were 

discussing that I said that as far as I know first it 

would not. It -- I don't believe it, in any essence, 
would go through the siting process we're discussing. 

Wd, personally, I guess, I don't know of regulations 

that would prevent that from happening. So -- 
Q I'm not asking you -- 
A -- to the best of my knowledge I think it 

gould be within the current framework. I don't know 

>f anything that would prevent that. I mean, there 

zould be some limitations on the ability of OUC to 

sell the plant, and that would -- you know, any of 
;hose financial, economic, tax or any other 

implications like that about whether they are even 

ible to sell the plant or what type of review, I don't 

really have much knowledge on that end of it. But if 

rou're asking they go through all of that, and all of 

:hat is examined, and that's -- and now the plant's 
wailable, I suppose they would be operating within 

:he framework as I understand it. 

Q Thank you. Will you agree that both Florida 
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Power Corporation and Progress Power Marketing have 

market-based rate authority? 

A Yes. We did discuss that as well in our 

deposition. 

My understanding is that Florida Power 

Corporation's marketing arm has the ability to sell at 

market-based rates outside of the state. 

showed me a copy of a FERC Order, in our deposition 

discussions, that said that Progress Power Marketing 

had market rate -- market rate authority as well. I 

also mentioned to you at that time that I donlt think 

that entity is accurate. And you asked me does it 

legally exist? And I said I don't know. But there is 

a FERC order to that effect. 

And you 

0 Okay. Welve talked a lot about your 

planning. 

competition in the wholesale market? 

Does Florida Power Corporation plan for 

A Yes. Yes. Florida Power does assume that 

competition exists in the wholesale market. And, 

therefore, there are certain assumptions made about 

power sales in that arena. 

0 And will you agree that you have been 

planning accordingly since at least 1994 when you 

became involved in Florida Powerls planning 

activities? 
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A Yes. Those have been included in that 

framework, yes. 

Q You testified briefly regarding conservation 

Is it your understanding that the Florida measures. 

Public Service Commission sets conservation goals for 

utilities that are subject to its goal-setting 

authority that require, or attempt to achieve the 

implementation of all reasonably achievable 

cost-effective conservation measures? 

A That question has an awful lot of -- there 
was an awful lot of detail in there, and I'm not sure 

how to answer the question because I don't know 

exactly what you're asking me. Can I answer a general 

question to that effect? 

Q Let me try to break it up. The Commission 

sets conservation goals for a number of utilities in 

Florida, does it not? 

A Yes. 

Q And in setting those goals, does the 

Commission try to set those goals such that all 

reasonably achievable, cost-effective conservation 

will be undertaken and implemented? 

A I think that's a fair general understanding, 

yes. 

MR. WRIGHT: Thank you. I have no more 
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questions. 

CHAIRMAN JOHNSON: We're going to take a 

break until 10:30. 

(Brief recess taken.) 

- - - - -  
CHAIRMAN JOHNSON: We're going to prepare to 

go back on the record. 

MR. MOYLE: Thank you, Madam Chairman. 

CROSS EXAMINATION 

BY MR. MOYLE: 

Q Mr. Rib, my name is John Moyle, and I 

represent an intervenor in this matter, U. S. 

Generating. And I have been here listening to a lot 

of your testimony both today and last Friday. And 

before we get started in questions I would just ask 

you, and kind of remind you of what the Chairman of 

the Commission has indicated to you in terms of it 

assisting everybody involved in the process to answer 

the question yes or no, and then if it needs some 

explanation, you know, explaining. 

The way this process works is we're 

conducting cross examination. We will ask you 

questions that can easily be answered yes or no. And 

your lawyer on the other side will have a chance to 

seek clarification. He has an opportunity to redirect 
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you, if you will. 

questions yes or no for me? 

So can you try to answer the 

A I'd offer a couple of comments -- 
Q Let's just start with that one. If you 

could answer that one yes or no, that -- 
A Am I allowed to answer "I don't know," for 

example? 

Q No. No. The question I'm asking you is can 

you try, consistent with the Chairman's directions to 

you, to answer my questions yes or no? Can you answer 

that question yes or no? 

A No. I would try to answer the questions 

"yes", "no", or "I don't know." I think I'm allowed 

to tell you that I don't know. 

Q Okay. I have been kind of keeping a count 

here and I haven't heard many yes or nos come out, 
v 

so -- 
MR. QUYTON: Commissioner, could we just 

move this on with some questions, please? 

MR. MOYLE: We have been here for quite some 

time. I'm trying to make it go quicker. I think if 

we get compliance with your request, that it will go 

quicker in my opinion. So all I'm trying to do is 

remind him of your directive, Madam Chairman. 

Q (By Mr. Moyle) Mr. Rib, let me start with 
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a simple question again I think that can be answered 

yes or no. 

Do you support a robust wholesale market in 

Florida? 

A Mr. Moyle, you asked me that in deposition. 

I would attempt to answer it the same way I did. 

support a competitive wholesale market in Florida. I 

think a competitive wholesale market exists. I 

honestly don't have a specific definition or know-how 

to understand the meaning of 

I 

Q In your answer you say you did support 

competition in Florida's wholesale market; is that 

correct? 

A Yes. 

Q Do you disagree with the opinion that was 

expressed by Dr. Nesbitt, the Stanford-educated PhD 

economist, that the introduction of a merchant plant 

in Florida will increase competition in the wholesale 

market? 

A 

Q 

correct? 

A 

Q 

No, I don't disagree with that conclusion. 

All right. Thank you. 

You're a planner by training, isn't that 

That is currently what I do, yes. 

Do you consider yourself an expert planner? 
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A 

Q And as part of planning, aren't you forced 

Certainly -- yes, to the best of my ability. 

to look into the future and see what the future may 

hold? 

A Yes. 

Q And as part of your planning, don't you have 

the ability to adjust for change that may occur in the 

future? 

A Certainly we would, yes. 

Q And don't you have the ability to react to 

events that may take place that would govern how you 

plan for the future? 

A Yes. 

Q Okay. And given your answers to those 

questions, don't you think that if this Commission 

were to indicate that Duke could go forward with their 

merchant plant, that you would be able, as a planner, 

to react to that change? 

A Yes. I think I'd have to react to that 

change if they chose to do so. 

Q Mr. Wright asked you some questions, and I'm 

not sure in my mind I ever understood what the answer 

was. But the questions related to Progress Power 

Marketing Group. Do you have a group that markets 

power within your corporate structure? 
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A 1'11 do my best to answer that. We had, 

I think that's past tense, although there's an 

underlying question here -- but we had a group cal 

and 

so 

ed 

Progress Power Marketing that you would have found in 

publications' list of power marketers. And that was a 

portion, or a part of, or subsidiary of Progress 

Energy, which is a subsidiary of Florida Progress. 

that, I guess, would have made that an affiliate of 

Florida Power. 

With Mr. Wright's question, I told him I 

didn't know if that entity was active because I don't 

think the company, as a whole, is pursuing those kind 

of opportunities anymore. To my knowledge, there are 

no employees remaining in the function. If Progress 

Power Marketing exists, that that would imply that 

it's simply in name only, and I don't believe that 

that entity is operating in any fashion. That was 

my -- 
Q You do have -- and I may not have the right 

official name of the group -- but you do have 
individuals within your organization that market power 

today, don't you? 

A Within Florida Power, sure, yes, there is a 

Power Marketing Department. 

Q And they market that power based on market 
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rates, 

A 

outsid 

don't they? 

They have the ability to market power 

of the state, yes. Outside of the state they 

have the ability to market power at market-based 

rates. 

Q 

A 

And -- 
Inside, they do not. 

Q Outside of the state of Florida, their 

ability to market power, they sell into that market 

sometimes on a daily basis, don't they? 

You mean outside the state? 

I'm sorry, outside of the state of Florida. 

Well, from time to time, as opportunity 

A 

Q 

A 

permits. 

Q And they also sell into the market outside 

of Florida on a weekly basis, don't they? 

A Again, probably, from time to time, as 

opportunity permits. 

Q Isn't it true that you have 10 to 15 people 

now employed by Florida Power, that that's all they do 

is market power? 

A That's approximately correct, yeah. 

Q Do you see any huge distinction with respect 

to what your current employees, these 10, 15 people do 

in terms of marketing power, as compared to the 
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testimony that Duke has given with respect to how, at 

least in part, they intend to market power? 

A Well, I do see -- 
Q Try yes or no, and then you can explain, 

please. 

A I'm sorry. What exactly was the yes or no? 

Do I see similarity -- 
Q No. Do you see a huge difference between 

what your 10 to 15 -- 
A Yes. 

Q -- people currently do? 
A Yes, I do. 

Q And what is that huge difference? 

A I think the distinction, as I would draw it, 

is that the primary mission of our power marketing 

group is to maximize the utilization and the benefits 

of the generating assets of our company. And the 

distinction that we've drawn in earlier conversation 

is that the benefits of the largest portion of that 

activity flow back to the ratepayers. Whereas, with a 

merchant like Duke doing similar power marketing 

activities, the benefits of those marketing activities 

would flow back to the -- to their shareholders. 
Q So the distinction then is who gets the 

economic benefit from the sales; is that correct? In 
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your case you're saying some ratepayers? 

A That's the distinction I've highlighted, 

yes. 

Q Okay. But your shareholders also benefit 

from those power marketing sales, don't they? 

A In certain sales, to some extent they do, 

but for the lion's portion they don't. 

Q Mr. Rib, last week -- and, again, I'm no 
expert in this area -- but I left a little bit 
confused. And the reason I was confused is as I read 

in your filed testimony, you indicated that in 

developing your Ten Year Site Plans, in calculating 

reserve margins, that you couldn't take into account 

plans to purchase power that is not based on an 

agreement that provides for the sale of firm capacity 

and energy; isn't that correct? 

A I understood most of your question but you 

lost me at the end. 

Q Let me refer you to Page 11 of your prefiled 

testimony. 

A Is this Page 11 in what we've had called the 

'Icorrectedl' version? 

Q In your prefiled testimony, on Page 11, 

Line 18, the question is posed "In developing this Ten 

Year Site Plan and calculating its reserve margin, is 
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FPC permitted to take into account plans to purchase 

power that are not based upon an agreement that 

provides for the sale to FPC of firm capacity and 

energy?" 

BIR. BASSO: Excuse me. I believe you're 

reading from the pre-corrected version. 

WITHE88 RIB: I don't have that version up 

A 

here with me, I'm sorry. 

Q (By Mr. Moyle) Let me ask you that 

question: Is that your recollection of your 

testimony, that you can't take into account plans to 

purchase power that are not based on an agreement that 

provides for the sale of firm energy and capacity? 

A Mr. Moyle, I'd appreciate the opportunity to 

at least catch up with where you are so I can acquaint 

myself with the context. 

Did the question start, "As a planner, when 

you're attempting to assess generating capacity --'I et 

cetera, et cetera? 

Q Let me just refer you to Page 8 of your 

corrected prefiled testimony. 

A Thank you. 

Q Line 11, the question -- if you would read 
the question and the answer. 

Okay. I think the question, Line 11 "In 
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developing its Ten Year Site Plan and in calculating 

its reserve margin, is FPC permitted to take into 

account plans to purchase power that are not based on 

an agreement that provides for the sale to FPC of firm 

capacity and energy?" The answer is '#NO. FPC may not 

take capacity into account at all." 

Q And I had indicated I was a little confused, 

because didn't last week, in response to a question 

from Mr. Deason, Commissioner Deason, I thought you 

indicated that you had relied on capacity in your Ten 

Year Site Plan for which you didn't have a contract? 

A No, sir, I did not. 

Q Is that correct? 

A 

Q 

A 

Q 

I did not. 

You didn't say that? 

No, sir, I did not. 

As we sit here today you're not willing to 

rely on uncontracted capacity for your planning 

purposes? 

A What I believe Commissioner Deason was 

asking is if I were -- let me back up. 
If I were relying on some form of capacity I 

wasn't aware of, then perhaps my reserve margin might 

have been higher than 13%. I think that was the line 

of questioning. What I was offering in response was 
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that we were trying to resolve an issue on the load 

side of the formula, not the supplier research side of 

the formula. 

What I was attempting to explain there was 

that there was some uncertainty on the load side that 

caused us to report the 13% reserve margin. If I had 

put something in there and simply said "unspecified 

purchase" to prop that up to 15% and then Commissioner 

Deason would have asked me a whole nother line of 

questions, potentially, about where am I going to get 

that, and so forth. And I was saying if we needed to 

go explore that, we would, but we hadn't reported in 

our reserve margin because we hadn't made a commitment 

to it. 

Q Let me ask you this, do you recall this 

question from Commissioner Deason last week and your 

answer, and I'm quoting from Commissioner Deason, "And 

so you're indicating to me that to the extent of a 2% 

shortfall in reserve you were willing to rely on 

uncontracted capacity? Now am I oversimplifying it or 

not? Witness Rib: I don't think you are." Do you 

recall that question and answer? 

MR. SASSO: I would like to object. If this 

is intended to be an impeachment, that's not a 

contradiction. The question states that to the extent 
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that there is a 2% shortfall in reserve you're relying 

on et cetera, et cetera. The question does not 

indicate that Florida Power was relying on nonfirm 

purchases to contribute to the reserve. 

CHAIRMAN JOHNSON: Mr. Moyle. 

MR. MOYLE: I'm just trying to ask him 

whether he remembered that question and that answer. 

That's all I'm asking. 

CHAIRMAN JOHNSON: We'll start with that 

point. 

WITNESS RIB: I remember that line of 

discussion, yes. May I offer further explanation -- 
Q (By Mr. Moyle) My question was whether you 

recall it. Your other lawyer will have a chance to 

ask you some more questions. 

You had indicated you're a professional 

planner, and as you plan, would you consider, under 

any circumstances, contracting for capacity and energy 

m t  of a Florida-based merchant plant? Assuming one 

was permitted to go forward and in the ground and 

operating? 

A I think I've answered that on many occasions 

today already. I said that if, somehow, through this 

entire process, it was determined that that resource 

was available, then we would likely have discussions 
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with them. So the answer would be, yes, we would have 

discussions with them if they existed. 

Q And you don't dispute, do you, the testimony 

of their witness, Mr. Green, where he said it was 

their intention to enter into contracts with 

Florida-based utilities if they were permitted to go 

forward? 

XR. SASSO: Object to the question. I don't 

know how Mr. Rib can dispute Mr. Green's statement of 

his intent. 

CHAIRMAN JOHNSON: I can't hear you, 

Mr. Sasso. 

XR. SASSO: I'm sorry. I'm objecting on 

ground that the question asked Mr. Rib to dispute 

Mr. Green's statement of intent. 

MR. MOYLE: I'm simply asking the witness 

he 

whether he thinks Mr. Green was telling the truth when 

Mr. Green said it's Duke's intention to sell energy 

and capacity out of that plant to Florida-based 

utilities. 

MR. SASSO: That's not an 

question. We would object. 

appropriate 

CHAIRM?iN JOHNSON: 1'11 a low the question. 

I think we discussed earlier, WITNESS RIB: 

in this morning's testimony, that Mr. Green -- I'm 
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aware that he made that statement. I'm also aware 

that he made a statement somewhat to the effect that 

he had, however, no obligation to sell to any Florida 

utility. So it leaves me a bit confused on what his 

ultimate intentions are. He's not obligated to do so. 

Q I understand. You're mixing obligation with 

a direct question, which is do you have any reason to 

doubt Mr. Green's stated intention, which was to sell 

energy and capacity out of the Duke plant to 

Florida-based utilities if the Duke plant is permitted 

to go forward? You can answer it yes or no. 

A Yes, I have some reason to doubt that. 

Q And what would that reason be? 

CHAIRMAN JOHNSON: Joe. 

COMMISSIONER GARCIA: That was going to be 

my question. 

WITNESS RIB: I'm sorry. Well, I guess we 

could go back over -- what I've just said and what I 
said earlier today and that -- I simply have some 
reason to doubt that he might, at some point in time, 

elect to sell wherever it's in the best interest of 

the owners of the plant. And I don't know where that 

might be. 

0 (By Mr. Moyle) I'm not asking you about 

I'm asking you from a one specific point in time. 
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standpoint of putting in an asset worth $160 million 

and him getting on the stand and raising his hand 

saying it's their intention to sell the capacity and 

energy out of that, at least some of the time, to 

Florida-based utilities. Do you have any reason to 

doubt that? 

NR. BASSO: Madam Chairman, I must object. 

This is argumentative. And it is the Commission's 

function, not Mr. Rib's, to pass to the credibility of 

witnesses. 

CHAIRMAN JOHNSON: Mr. Moyle, what was your 

question? 

MR. MOYLE: I was trying to ask him if he 

has any reason to doubt that what Duke said it wants 

to do with respect to selling energy and capacity out 

of this plant, if it's permitted to go forward, that 

that's not their intent. 

CHAIRWW JOHNBON: Your earlier answer, I 

think you said yes, you -- maybe not answering that 
question directly, but I understood him to almost say 

yes, he had his reasons to doubt it, and then he tried 

to explain it. 

NR. MOYLE: And as I thought -- not to argue 
but as I thought he explained, he said at some point 

in time they may sell out of the state. And I asked 
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as follow-up and clarification to say, you know, 

generally speaking, do you understand it to be -- 
do you have any reason to disagree with Mr. Green 

or 

S 

testimony, that Duke intends to sell out of that plant 

to Florida-based utilities? 

CHAIRMAN JOHNSON: Let me make sure I'm 

You're asking him following your question again. 

whether he -- ask it again, please. 
COMMISSIONER CLARK: Mr. Moyle, can I ask a 

quest ion? 

Mr. Rib, I take it your concern about -- you 
might not doubt what Mr. Green has to say about his 

intentions, but your concern is that without a firm 

zontract you have no way to enforce and make him sell 

it to you. Therefore, you're not relying on it. 

WITNESS RIB: That would be true. 

COMMISSIONER CLARK: But in terms of the 

sconomics of it, you would assume that if it -- the 
?lant is running and it has excess power, he would be 

villing to sell it? 

WITNESS RIB: Yeah, certainly. I believe 

so. And if it's any consolation to Mr. Moyle, he's 

isking me do I believe this plant would sell at least 

some of its power to Florida? Yeah, I do. I think 

:hat's -- that would be an obvious conclusion from a 
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planning perspective. 

COMMISSIONER GARCIA: Mr. Rib, from a 

planner -- following on that concert as a planner, 
because I think we're trying to split hairs here and 

that's not what -- we just want to get to the facts 
here. Clearly, if you were to flop down -- if FPC 
asked you about building $160 million plant, clearly 

it would be cheaper to build that plant in other 

places than build it in Florida to ship north, so 

you'd obviously expect to sell some of that power in 

Florida, correct? 

WITNESS RIB: Yes, I was willing to concede 

that. 

COMXISSIONER GARCIA: And as a secondary 

issue to that, you would also concede that if you were 

building this plant, you would probably enter into 

contract for at least some of that capacity locally 

because clearly it's a huge investment and you can't 

just rely on hourly market prices for all your 

production costs correction. 

WITNESS RIB: Well, actually that's not 

exactly what I said earlier. I said I thought there 

were clearly two possibilities. One, that the company 

would pursue -- by their nature, they would pursue 
long-term contracts, or two, that the possibility 
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night exist they prefer not to do that; might actually 

have a preference to sell hourly, as an hourly 

merchant plant. 

of knowing what their plans are. 

I don't know -- have really any way 

CONMISSIONER GARCIA: But to sell hourly, to 

rely totally, completely on hourly, they would have to 

sell the majority of that energy into the Florida 

system, because you and I both know that it wouldn't 

be able to sell on a hourly basis all of its 

production to the north. 

UIT1JESS RIB: I guess we're talking -- 
possibly talking about the merchant world, which 

Dr. Nesbitt described, where, even as he put it, you 

could go naked, and he said he thought he might 

recommend that you go naked and just take all of your 

bets on the hourly market. So he, at least, explored 

that possibility with us, that an investor might want 

to do that. 

COMMISSIONER GARCIA: But if you recall 

Mr. Nesbitt's testimony, then he pulled back, and he 

said but knowing how bankers are and how Wall Street 

works, you sort of want to guarantee something, 

correct? And it would probably, even if it were 

printing money, I think was his line, they still sign 

long-term contracts. 
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WITNESS RIB: I suppose that could be true. 

I don't know if Dr. Nesbitt is speaking for the 

preferences of management of the petitioners. 

know. 

I don't 

9 

cowIIISSIO#EI1 GARCIA: Okay. 

CHAIRMAN JORNSON: Mr. Moyle. 

(By Mr. Moyle) Mr. Rib, let me ask this: 

As a planner, isn't it true that you already had 

reliability and planning discussions with the FRCC 

about Duke's merchant plant? 

A I remember when we were talking about this 

in my deposition I said that there had been general 

conversations at the FRCC about merchant plants. I 

don't believe I personally had any conversation with 

anybody about this specific plant. 

more general questions about how might merchant plants 

fit in, or how should they be fitted by the FRCC. It 

was really speculative discussions. 

I ever heard a conclusion to any of that. 

I think they were 

I don't know that 

CHAIRMAN JOHNSON: Mr. Moyle, could you ask 

that question again? And Mr. Rib, you do need to 

start with a yes or no, because sometimes when you get 

to the end of your answer, I don't remember what the 

question is and don't know what your answer goes to. 

WITNESS RIB: I'm sorry. 
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Q (By Mr. Moyle) My question was, as a 

?lanner, isn't it true that you have already had 

reliability and planning discussions with the FRCC, 

Florida Reliability Coordinating Council, about Duke's 

merchant plant? 

A Okay, I apologize for not answering that 

iirectly. 

The answer would be no. And the follow-up 

vould be the explanation I offered, that I don't 

recall having specific discussions with the FRCC about 

Duke's merchant plant proposal. 

Q Okay. Let me direct you to your deposition, 

Page 123. Do you recall your deposition, Mr. Rib? Do 

you recall me asking you the question, Who have you 

discussed the merchant plant with with respect to the 

other utilities?" And your answer was, and I quote, 

"1 guess I'm trying to recall any personal 

conversations that you would be implying. 

have talked to some folks in the FRCC environment. I 

mean, the FRCC has been doing planning and reliability 

analyses, and that's probably come up in the 

discussions.1' 

I might 

Do you recall that answer? 

A Yes. 

Q Okay. 

A I also followed that -- you followed that 
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with a question about general conversations with the 

FRCC . 
Q Let me ask you another planning question. 

Is it good planning in today's world to plan for 

efficient gas-fired units and displace or retire 

older, dirtier, less efficient units? 

A Well, I would answer that in two parts: 

Yes, it is good planning to consider new efficient, 

state-of-the-art gas-fired combined cycles. 

discussed, they do fit in the mix very well. 

As we 

The other part, do I agree that we should 

displace older, as you term them, dirtier plants? The 

answer is not necessarily. That has yet to be 

determined in the planning process. That may be an 

outcome. 

Q And I think you had answered the question of 

Mr. Deason earlier with respect to a general 

proposition, don't you want to try to retire your 

older, dirtier, less efficient plants and replace them 

with newer more efficient plants? 

A That is a general proposition, yes. 

Q Do you disagree with any of the earlier 

expert testimony provided in this hearing that Duke's 

proposed plant would result in a net benefit to the 

environment in terms of air emissions? 
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NR. BASSO: I've got to object to that 

question. It refers to any earlier testimony. I 

don't think that's a fair question. 

CHAIRMAN JOHNSON: Mr. Moyle. 

MR. BABBO: If he would like to refer him to 

a specific issue or statement, I think that would be 

more appropriate. 

NR. MOYLE: Mr. Rib's been here throughout 

the course of the proceeding. 

experts. 

indicated that the Duke plant, because it's coming in 

and burning cleaner fuel more efficiently, would have, 

I believe, a net reduction in the pollutants being put 

out in the air. 

that expert testimony. 

Duke put on a number of 

One was an environmental expert who 

I'm asking him if he disagrees with 

MR. BASBO: I would object on the ground 

I've already stated, and also on the ground this is 

outside the scope of Mr. Rib's testimony. He hasnlt 

appeared to testify on environmental issues. 

evidently being asked to retain in his memory every 

statement made about environmental issues and to 

express an opinion yea or nay on them. 

appropriate. 

Hens now 

And that's not 

CHAIRMAN JOHNSON: Mr. Moyle, I don't 

believe this goes to anything that he directly 
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:estified to. It is outside of the scope. So we'll 

;trike that. 

0 (By Mr. Moyle) Mr. Rib, you testified 

previously, didn't you, that in your opinion Duke 

zan't satisfy a **need'' as that term is used in Florida 

Law? 

A 

3 result 

Q 

A 

0 

are you? 

A 

Q 

A 

Q 

Yes. I think we might have adjusted that as 

of some conversations. 

You're a planning expert, correct? 

Yes. 

And you're not offering us a legal opinion, 

No, I'm not. 

And you're not a lawyer in this state. 

No, I'm not. 

Wouldn't you agree that that is a legal 

issue that needs to be decided by the Commission up 

here? 

A No. I believe that -- yes, I think the 
Commission has to decide that. But I think that what 

I've offered is an expert opinion, from the planning 

perspective, on how that applies to the way we plan in 

Florida. 

Q Okay. Part of the reason you oppose Duke's 

merchant plant is due to the impact the plant, as I 
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understand it, if permitted to go forward, could have 

on the Ten Year Site planning process as it currently 

exists; isn't that correct? 

A No. I don't think I've implied that the 

plant would impact the Ten Year Site planning process. 

I've implied that there are concerns about how it 

relates to that process. 

Q So you don't think this plant will have any 

negative impact on the Ten Year Site planning process. 

Is that your testimony? 

A I didn't say that. 

Q Do you think this plant will have any 

negative impact on the Ten Year Site planning process? 

A I think it potentially could. I think it 

puts the Commission in a quandary to determine how to 

treat this plant; whether to treat it as, for example, 

a nonutility generator that is not required to file 

plans, or to begin to construct, as petitioners might 

have, that somehow this is a utility. I don't know. 

It creates some uncertainty and confusion in my mind. 

I don't think I arbitrate or settle those type of 

issues. 

Q Do you think that the Ten Year Site planning 

process, as it exists, is a good thing for the state? 

A As a whole, yes, I do. 
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Q Okay. You were asked some questions earlier 

about would the existence of Duke's 500 megawatts in 

the Florida market have helped during the critical 

time period last summer. 

Duke's plant had been in the ground and had had 

capacity available, that that would have been 

beneficial to Florida last summer? 

Do you believe that if 

A I testified that it might have been. 

Q Do you think that if that had been in the 

ground, it could have in any way harmed Florida? 

A Yes. I've attempted to construct in my 

explanations the fact that I think that the presence 

of merchant plants changes the regulatory framework, 

changes the way in which we plan. 

COMMISSIO#ER GARCIA: Mr. Rib, could you 

answer the question then you can expound on it. 

could that plant being in the ground last summer have 

hurt the state of Florida or hurt you, or hurt FPC or 

hurt its ratepayers? 

Then you can go off into telling me the theory about a 

hundred new merchant plants. 

Could it have hurt you, your company, or its 

ratepayers to have had that plant in the ground last 

summer? 

How 

I'll expand a little bit more. 

Tell me about this: 

WITNESS RIB: I'm sorry, that's a difficult 
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question. 

COMMISSIONER GARCIA: Well, think about it. 

Because you're the planner. 

guess you're not the one that's dispatching the 

plants -- but if there was a plant, 500 megawatts, 
that would have been available in Florida, on the 

market, would it have been bad for you -- and when I 
say "you", your company, or your ratepayers, or the 

state reliability in some way? 

I'm just saying -- I 

WITMESS RIB: Commissioner Garcia, I guess 

what I've attempted -- the way I've attempted to 
answer that is to say if we leap across to the 

conclusion that the plants are allowed, and we leap 

across all of the policy ramifications and everything 

else about how they got there, I think I was willing 

to concede that a generation resource in that kind of 

situation could be beneficial. And I have been asked 

quite a few times would we consider them? 

call them? 

Leaping all the way across to the assumption that now 

they're there, and however they got there, they would 

be a wholesale market participant, and we would most 

likely work with them like we would anybody else. 

Would we 

Would we potentially buy from them? 

I hope I've answered the question. 

CHAIR)(A# JOB#SO#: Mr. Moyle. 
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Q (By Mr. Moyle) Mr. Rib, you're aware, 

aren't you, that other Florida investor-owned 

utilities are pursuing merchant plants in other 

states? 

MR. GUYTON: (Mike not on.) It's really not 

relevant as to this proceeding- 

MR. SASSO: Join in the objection. 

NR. MOYLE: Madam Chairman, I think we've 

talked a lot about merchant plants. 

testimony is related to policy issues. Mr, Wright 

asked him a series of questions about FPC pursuing 

merchant plants in other states. 

wholly appropriate question. 

Some of his 

I think it's a 

CHAIRIu# JOH#BO#: What does it relate to 

that he testified to? Specifically. 

MR. MOYLE: The question I want to have 

answered is, is he aware that other Florida-based 

utilities are pursuing merchant plants in other 

states? 

merchant plant activities in other states. From 

Florida Power Corp's perspective, I think with respect 

to impeachment, you know, if the -- as a matter of 
policy, if the investor-owned utilities are here say 

merchant plants are bad; they are bad for the 

environment, they are bad public policy, you ought not 

And he's already testified with respect to 
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to do them, I think it is legitimate to ask a question 

BS to what merchant plant activities these same 

zompanies are pursuing in other states. 

CEAIRIU# JOHHSON: Mr. Sasso. 

NR. BASSO: I don't believe that that would 

remotely impeach Mr. Rib's testimony in this case. I 

don't believe it's relevant for that or any other 

purpose. 

Let me ask Mr. Rib a 

CHAIRNAM JOH#SON: I'm going to strike the 

question. 

CONNISSIONBR GARCIA: 

question, Mr. Moyle, real quick. 

You stated in one of the exchanges that your 

company buys from other people outside the state of 

Florida, correct? 

WI'PIYESS RIB: Yes, we do. 

COMMISSIONER GARCIA: And you, I believe, 

buy from merchant plants outside the state of Florida? 

WITHES8 RIB: I guess I don't have any 

specific knowledge of that. 

purchases from outside of the state are firm contracts 

with Southern Company that I don't think those are 

merchant plants. 

I think by and large our 

COMMISSIONER GARCIA: Okay. Now, you stated 

also -- I think Mr. Moyle quoted you from your 
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deposition and you agreed with him, that you support a 

competitive wholesale market. 

WITNEB8 RIB: Yes. 

CONNI88IONER GARCIA: Could you tell me in 

that context of that question, and I think you might 

have answered it, but I was surprised you had said it 

so directly, so I kept thinking about it -- how this 
plant negatively affects that wholesale market? 

UITblE88 RIB: 1'11 do my best. 

I think what I've raised as my concerns are 

more related to the policy and long-term implications 

of allowing merchant plants into the framework and 

changing the framework. 

short-term basis they may end up being just another 

resource. 

IIve also allowed that on a 

So I think my concerns are more related to 

planning and policy within the regulatory framework, 

and the impact of that changing in this type of a 

proceeding, a very limited discussion -- a narrow 
discussion, without addressing other constituents1 

interests and other parties' interests, rather than 

long term, how they may have an impact if they are 

allowed. I'm sorry. I'm struggling with your 

question a little bit. 

CONNIB8IONER GARCIA: I just imagine it 

FLORIDA PUBLIC SERVICE COMMISSION 



1356 

P 

1 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

would be a natural yes or no. I would assume that 

someone who supports a competitive wholesale market in 

Florida would support competitive wholesalers. Or is 

it you support a competitive wholesale market in which 

there is a limited number of wholesalers? I don't 

understand. A competitive market. The words 

'lcompetitive market" assumes that you want more 

players. 

market is looking for, I imagine, a competitive 

advantage that that market brings. So I thought it 

was a relatively easy answer. 

Because someone who supports a competitive 

Now, I know you have some other planning 

issues. And I think Commissioner Deason has addressed 

some of those and your concerns there, and I think 

that's been an interesting debate. But just on a 

simple question I would assume that it's a simple 

answer. 

U I ~ B B  RIB: Well, I guess I'd offer this: 

Almost any competitive market that I can imagine has 

rules and some regulations. And I think those rules 

and regulations are held as paramount by all of the 

participants. As I understand it today we have 

certain rules and regulations under which this 

competitive wholesale market in Florida operates. And 

my concern is mostly about a change in the rules. And 
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I think if you change the rules in other competitive 

markets -- 
CONMI8SIONER GARCIA: Stop right there. 

Stop right there. 

Now add 500 megawatts to that competitive market. 

Tell me how that is negative. I'm not asking you to 

add 10,000 megawatts or 4500 megawatts or 5,400 

megawatts, I'm asking you to add 500 megawatts and 

tell me how that is bad? 

That's the scenario you've drawn. 

WITME88 RIB: I don't think that 500 

megawatts is bad. I think what we're debating is the 

change in the rules and how they got there. 

CoIQtIS81O#ER GARCIA: You believe that this 

would be a policy change. 

this, determined that there was a need, you know -- 
you believe that the 30 megawatts is not a real need 

but we determined there was a need. 

If this Commission approved 

WITMESS RIB: Yes, sir. 

CONMISSIONER GARCIA: -- it would be wrong 
because the rules changed to let these guys in. 

WITNB88 RIB: Yes, sir. I'm here. I can 

only offer my impression. But my impression is that 

that would change the rules as I understand them. 

CoIoIISSIO#ER GARCIA: You would assume, 

then, that this Commission, if it did that, would then 
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go forward and make other some changes in the rules to 

make sure that you wouldn't be hurt by this. Once 

your company demonstrated some kind of hurt -- because 
I've yet to hear any real hurt, but --. 

WITNESS RIB: I assume that that type of 

change would be explored in a different environment, 

perhaps. Maybe an environment where all of the change 

and the ramifications were being considered and 

discussed, and where all of the stakeholders were 

forward-speaking their concerns. And all of that is 

taken into consideration. 

I guess when I commented earlier -- I'm not 
trying to be difficult, but I commented earlier that I 

thought this proceeding was -- might be considered 
narrow in that context. It's addressing a specific 

question and not the framework. 

COWIIIBBIONER GARCIA: Just so I understand, 

what do you think is the question we're considering? 

Because you're not a lawyer. You're here to talk 

about, I would assume, need, correct? 

WITNEBB RIB: I've offered that -- I've 
offered that we're -- 

CONNIBBIONER GARCIA: Don't give me your 

whole testimony, but just tell me why we're here. 

WITNEBB RIB: I will. 
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I've offered that I think we're here in a 

narrow context to determine whether or not Duke and -- 
these applicants are qualified applicants and whether 

there is a need for the power plant. But I've also 

stated that I feel it's precedential, and that from a 

policy point of view, it could change the framework 

within which this market operates. 

CONNIBBIO#ER GARCIA: But your basic two 

reasons -- one of them, is the legal applicant 
question, which I think Mr. Moyle is probably right, 

is a legal question and we can leave to this 

Commission, your lawyers, our lawyers and the rest. 

The other one is the question of need. I go through 

your citing plans and I could only find that you don't 

even meet the standard that the group you work with, 

the Florida Reliability Council, works with. You're 

under 15% at certain points, correct? And I imagine 

that the information in here was put together by you 

and your Staff and the group you work on. 

UIT#BBB RIB: That's true. And I've 

attempted to offer an explanation for that in terms of 

how that fits within the planning process. 

CONNISBIOBTBR GARCIA: So, if I read what you 

filed before this Commission, which I have -- on 
several times this week already, I would come to the 
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conclusion as of what's in here as of, I believe, I 

think it was April when this all closed up; that there 

is a need -- you have a need that's unmet to meet your 
15% margin reserve, correct? 

UITBISBB RIB: Not exactly. What I've 

offered is that we've reported some uncertainty in 

load -- just absent anything else, based on that 
report, we've reported that we have a need for the 

resources to meet the 13%. We did not say that we had 

a need to meet the resources to meet 15%. And the 

fact that we published a need for resources only to 

meet 13% would imply that we're pursuing something to 

resolve that since we're trying to meet our criteria 

of 15. 

CoIMI8SIONKR GARCIA: But you understand 

where that puts this Commission, don't you? When the 

lights go out in Florida because you have too much 

cold weather or too much hot weather, besides blaming 

you, the policymakers of this state are going to look 

to this Commission, aren't they? 

UITBIEBS RIB: In simple terms, yes, I guess 

And I believe I owe you a reasonable they would. 

explanation as to why that is not 15% of that plan. I 

understand that I'll be providing that. 

CoIoIIS8IO#BR GARCIA: If I'm not mistaken, 
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The one final question I want to ask you is 

would you support a merchant plant in Florida under 

any condition? 

A That being a global question that I'd answer 

yes, I think ultimately, and we're -- we might be 
heading off towards merchant world -- but ultimately 
this state may evolve and make a lot of decisions 

about retail competition and all kinds of other things 

that -- under which these merchant plants may make a 
lot more sense than they do today. So, the answer 

would be yes, I do envision circumstances under which 

they would make sense. 

NR. MOYLE: Thank you. 

CHAIRlulo JOEBIBOM: Let me follow up on that. 

And I know maybe it was broad and vague, and maybe 

that's the only way that you could answer it, but what 

would be those circumstances? What needs to occur? 

WITNESS RIB: I guess it's hard to define 

exactly, but if I may reflect on some of the 

deregulation activities that have been going on 

elsewhere in the country, we've seen enormous effort 

and opinion and -- just an enormous amount of effort 
that goes into having those discussions about how 

should we change the rule? 

rules? When should we change the rules? As it 

Should we change the 
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attempt to defer or eliminate the need for that plant 

through conservation needs, et cetera. 

Q Yes, sir. In your opinion as a planner for 

Florida Power Corporation, does every power plant have 

to receive approval under the Power Plant Siting Act? 

And by that I mean every type mechanically of power 

plant? 

A No, it does not, actually. The Siting Act 

provides for exemptions of certain types of facilities 

that do not have to come through the Siting Act or 

site certification process. 

Q What types of plants do not have to go 

through the Power Plant Siting Act? 

A I think in my deposition I've offered up 

some examples, although I don't know that I could 

cover all possibilities. 

plants that do not have a steam cycle, like simple 

cycle combustion turbines. The Siting Act requires 

that plants that have a steam cycle 75 megawatts or 

greater need to come through the process we're 

discussing. Plants that do not don't have to. So I 

offered an example of a combustion turbine that was a 

simple cycle, no steam. 

But some examples include 

Another example of that, as I understand it 

in the current construct, is that plants could be 
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repowered. And as long as the steam cycle did not 

increase, then they would not necessarily be required 

to go through this process either. 

Q Could a combustion turbine plant that did 

not have a steam cycle in excess of 75 megawatts, but 

had capacity of in excess of 800 megawatts, be sited 

without going through the Power Plant Siting Act, for 

example? 

A Well, there's -- I guess that has yet to be 
finally determined, but in my understanding, yes, it 

could be sited. 

Q Mr. Rib, you stated both in your direct 

testimony and in response to Mr. Wright's questions on 

cross examination that you were concerned with this 

merchant plant proposed by Duke New Smyrna because it 

will -- and this is a quote -- "impair your ability to 
plan." 

reconcile for me, rather, how your ability to plan is 

impaired by Duke's New Smyrna proposed plant and it is 

not impaired by a plant, a combustion turbine plant in 

excess of 800 megawatts that would not have to go 

through the Power Plant Siting Act, I don't understand 

why this plant is being singled out as impairing your 

ability to plan. 

If you could explain for me -- if you can 

A I'd offer a few thoughts in response. 

FLORIDA PUBLIC SERVICE COMMISSION 



1369 

1 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Again, I don't know what the -- what was 
necessarily in the mind of the people who drafted this 

Siting Act or the requirement. 

that they weren't thinking about the proliferation of 

merchant plants in any way, whether they be exempt or 

not exempt from the requirement. 

I'd venture a guess 

I think what I've attempted to offer is that 

the planning environment, yes, it does need to adapt, 

but the challenge is how to adapt to changing rules. 

It so happens, as Mr. Jenkins' has described, that in 

the Siting Act there are loopholes, as he's described 

them in other conversations, that allow some of these 

things to occur. But we have to adapt to whatever is 

in front of us. If the rules about the siting change 

also as a result of this application, we will have to 

adapt to that as well. 

frustrate the planning process or make it difficult. 

I know I've gone on about that at length. 

But it doesn't mean it doesn't 

0 Mr. Rib, I'm still confused. Is it your 

testimony that a plant like I've described, in excess 

of 800 megawatts of combustion turbine plant, that 

does not have a steam cycle in excess of 75 megawatts, 

is it your testimony that that type of plant will not 

impair your ability to plan? 

Well, yes, it really will impair our ability A 
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to plan. 

rules we're going to have to adapt to that now. 

That's a recent announcement. I don't think I can 

offer an example of anything like that ever being done 

in the state before. And I know I'm forced to adapt 

to that. 

better, impair our planning process. 

But since it's allowed under the current 

But it will, at least until we understand it 

Q Thank you, sir. 

I refer you now to Page 51 of your 

deposition. 

you some questions regarding the laws and regulations 

regarding transmission of electric energy, 

particularly with respect to the jurisdiction of the 

FERC. Do you recall those questions, sir? 

In that section of the deposition I asked 

A I do remember us discussing that. I mention 

that I don't do transmission planning myself but I 

might offer at least some insights there. 

Q To the extent that you know, under current 

regulations -- and this is based on your opinion as a 
planner -- how is short-term transmission service 
acquired? 

A It's my understanding that it's requested 

from the transmission provider on the electronic 

bulletin board that they call OASIS. 

Q That's the OASIS system? 
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A Yes. 

Q Is this the same mechanism by which the 

owners of the proposed plant, if it's built, would 

access transmission on a short-term basis? 

A I believe so, yes. 

Q Would you agree that in order for the 

petitioner to acquire short-term transmission access, 

they must pay the rates posed on the OASIS system? 

A I believe that's true. I suppose there 

are -- there might be FERC rules that relate to what 
is charged for transmission. I'm just not an expert 

in that area. But absent knowing how rates might be 

other, I assume you'd look them up on the bulletin 

board and subscribe at those rates. 

Q Just as other short-term transmission 

purchasers would access it? It's the same manner; is 

that correct? 

A I believe so. And I think the construct 

there is that there's no preference offered to any 

party 

Q Thank you, sir. Now, thinking about 

long-term transmission for a moment, would the 

petitioner, if the plant as proposed is built, have to 

pay for any increase in transmission capacity 

associated with a long-term sale it made pursuant to 
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FERC jurisdiction? 

a planner. 

I request this in your opinion as 

A Okay. I'm sorry, could you ask one more 

time? 

Q With respect to long-term transmission 

sales, if Petitioner's plant is built, would it have 

to pay for any increase in transmission capacity 

associated with the sale pursuant to FERC 

jurisdiction? 

A I will give you my best explanation as I 

understand it as a planner. 

When a transmission request is made it may 

or may not require upgrades, modifications or changes 

to the system. 

rules were applied, they would pay -- any participant 
who signed up for long-term service would pay the 

tariff rate for transmission under all cases, unless 

And as I understand the way the FERC 

it required upgrades to the system greater than the 

imbedded cost tariff rates. If it did -- in other 
words, suppose there was a request that caused a 

billion dollar line to be required to be built, as an 

example, then they could be charged for the impact on 

the system of that additional requirement. 

So there are two different types of 

One in which modifications, improvements situations. 
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pre within or below the imbedded rate of tariff 

service, and others which might exceed that and FERC 

ias rules which govern both situations. 

Q Thank you, sir. Again, during your 

feposition I asked you several questions regarding 

purchased power versus utility ownership. 

to Page 53 of your deposition. 

questions, sir? 

I refer you 

Do you recall those 

A I see the range of questions here. 

Q Thank you. Mr. Rib, does utility ownership 

of new generation assume at least a 30-year commitment 

on the part of the utility and its ratepayers? 

A As I did there, I think the answer is yes. 

Q Thank you. Is the selection of new 

generation by utilities driven primarily by fuel price 

projections in your opinion? 

A Well, I think fuel price projections are 

very important. 

new resource depends not only on the fuel price 

projection, but the utility's resource mix, the growth 

rate of the customers -- there's actually a lot of 
things that come into play. 

forecast or the environment vision in the future does 

have a large effect on the decision. 

I think the decision to commit to a 

But the fuel price 

Q Who bears the risk of fuel price forecast 
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associated with new utility generation, Mr. Rib? 

A I think by and large ultimately the 

customers do. In the current environment we have a 

fuel clause which there's a process for that. 

Q Are the shareholders of a utility affected 

by fuel price increases? 

A Potentially they could be. I think there 

are bounds within which the Commission governs our 

operations. So I think that the fuel price risk -- 
the shareholders could ultimately bear some of that 

risk, but by and large the general ongoing -- general 
ongoing operation within the regulations provide for 

fuel cost to pass through. 

Q Thank you, sir. I would like you to turn 

now to the exhibit that's been marked for 

identification as Exhibit No. 34. 

A Forecasted reserve margins. 

Q Yes, sir. For purposes of getting some 

information into the record, I'm going to first ask 

you to confirm that ,his exhibit is correct copies of 

the pages of the documents from which it was compiled. 

I have provided you with the full copies of the 1998 

Regional Load and Resource Plan. You should see the 

cover page of that. 

A I'd be willing to concede that the excerpts 
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come from these documents. I assume they did. If 

you'd like me to be absolutely to confirm them, I will 

take the time to do so. 

Q Only if your counsel has an objection, I 

will take your acceptance as sufficient for the 

record. 

A All right. I trust that they have been 

properly excerpted by Staff. 

Q For the record, the remainder of the 

documents from which these copies and excerpts have 

been made are the Florida Power and Light appendix to 

its Ten Year Power Plant Site Plan, dated April 1998, 

pages attached thereto from that appendix. 

In addition, there is the Florida Power 

Corporation Ten Year Site Plan, detail as of December 

31st, 1997, and pages attached thereto. 

On the top of this exhibit there is a 

document that Staff has compiled that reflects 

mathematical calculations. 

questions relates to these mathematical calculations. 

So unless you are willing to accept, subject to check, 

My next series of 

that these numbers are correct, we will go through the 

calculations which can be made from the documents in 

Exhibit 34. 

A Well, I trust that the math is correct. But 
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I think there is some merit to spend a moment or two 

discussing what these numbers are and what they mean. 

Q We intend to do that, sir. But first I'm 

trying to verify that the calculations are correct. 

So do you accept them, subject to check? 

A Yes. 

Q Thank you. Mr. Rib, you are familiar with 

Florida Power Corporation's Ten Year Site Plan and its 

Ten Year Site planning process, are you not? 

A Yes. 

Q In Florida Power Corporationls Ten Year Site 

Plan you show a reserve margin of 13% in the year 

2001 -- I'm sorry, that's for the winter of 2001; 

isn't that correct? 

A 

the plan. 

Yes, as you've depicted and excerpted from 

WR. GUYTON: I want to make sure the record 

is clear here. That's the winter of 2000-2001? 

M8. PAUOE: Yes, Mr. Guyton. Thank you for 

that clarification. In fact, all of in my questions 

relate to the winter of 2002-2001. 

WITNESS RIB: Which, by our definition would 

be December 2000, January and February of 2001. 

Q (By YS. Paugh) Thank you, sir, for the 

further clarification. 
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Mr. Rib, do you know if Florida Power 

Corporation intends to meet some of its needs in the 

winter 2002-2001 by purchasing short-term power? 

A That potential does exist. 

Q Would that be -- is that power contracted 
for? 

A Not at the present time. Had it been 

contracted for -- under these circumstances we 
probably would have reported that as a firm contract 

in our reserve margins. 

Q Yes, sir. Thank you. Based on the data 

from Florida Power Corporation's Ten Year Site Plan, 

isn't it true that Power Corporation's reserve margin 

for the winter 2002-2001 is made up entirely of load 

management and interruptible load? If you'd like to 

take a look at the exhibit, I believe you'll find it 

reflected in there. 

A Yes. 1'11 try to give you a page reference. 

Actually, the very last page of the package, or the 

exhibit that you handed out, shows schedule 7.2 

forecasted capacity and demand scheduled maintenance 

at the time of winter peak. And looking across the 

row entitled 'IYear 2000/01,11 I look across and find at 

the far right column, reserve margin after maintenance 

percent of peak, 13%. That number appears on the 
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summary page that you've offered. You'll also notice 

a reserve margin after maintenance and megawatts of 

1,065. That 1,065 is generation. It's not 

interruptible capability. 

reserve margins, and this is traditional planning 

practice by us and all others to whom I'm familiar, 

the reserve margin is based on firm load; not on firm 

load plus nonfirm load. Therefore, the way this 

calculation is done is based on our firm load 

requirements, all of the firm requirements of our 

system, we have 1065 megawatts of generation above the 

generation resources we have to cover that firm load. 

SO our reserve is actually generation and not load 

management. 

By the way we define 

Q Mr. Rib, referring to Page 66 of this 

Exhibit 34, it's table 3.3, for the winter of 

2002-2001 you show a total of 1481 megawatts if you 

add the interruptible load column and the load 

management column, do you not? 

A Under "winter." I presume that would be 

true, yes. What that means to me is that's what the 

amount of customer subscription we have who have 

agreed to have either part or all of their load 

considered nonfirm. 

Q So you have 1481 megawatts of interruptible 
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load and load management in the winter of 2002-2001, 

and you have 1065 megawatts of generation; is that 

your testimony? 

A Yes, ma'am. I'm sorry. Let me clarify. 

The total capacity available in that winter 

is actually -- 9,517 megawatts available to serve that 
firm load. The firm load is 8,452. 

Q That's correct. And your reserve margin is 

1,065; is that correct? 

A Yes, of generation. 

0 Just as a matter of mathematics, if you 

divided the amount of your load, which is 

interruptible and load management, and that figure 

you've agreed to is 1,481, if you divided that by 

1,065, that equals 1.39, does it not? 

A I imagine that it does. 

Q Times 100 gives you 139%. That figure would 

reflect the percentage of your reserve that is 

reflected as load management and interruptible, would 

it not? 

A No, it doesn't. I guess that's where I 

depart. On the one hand, one of those numbers implies 

a subscription rate of customers who have agreed to 

nonfirm service for a portion of all of their load. 

The other figure is the amount of generation that we 
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have available to meet our firm load requirements. 

And it's -- I realize it's very easy to mix these 
together, but they are not the same thing in my mind. 

I'm first and foremost looking at the firm load 

requirements of the system and trying to determine the 

reserve margins required to serve that firm load. I 

guess that's not exactly the same thing as you're 

saying. They are not apples-to-apples comparison 

there. The calculation is correct, though. The 

numbers themselves, I suppose. 

9 Just to make sure I understand, Mr. Rib, is 

it your testimony that 139% of Florida Power 

Corporation's reserve margin for winter 2002-2001 is 

not load management and interruptible? 

A I would love the opportunity to restate 

that, if I could, to give you what I understand to be 

the case. 

I guess -- and I'm not trying to be 

confusing or difficult. I define 100% of Florida 

Power Corporation's reserves to be generation 

reserves. Now, you're asking me then can I confer 

between the load management, or interruptible portion, 

and the generation reserves, when we compare those two 

numbers, the mathematics come out to 139%. 

But I guess I'm trying to imply that our 
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reserves are generation, they are not load management. 

Q If you added residential load management 

back into the firm load number, you would have a 

negative reserve margin, would you not? 

We don't calculate reserve margin that way. A 

I mean I might be able to make it a little simpler for 

you. 

where -- the forecast winter peak, in this example 
that you've given us, would we need to interrupt 

nonfirm load? The construct of this answer would be 

yes; simply by taking the numbers, the answer would be 

yes. 

If you're asking me -- if we hit a winter peak 

CONNIS8IO#ER GARCIA: Let me slow you down 

because I think I lost you. You're telling me that -- 
because Staff and you are either talking past each 

other or you're both reading different things. 

you're saying to me that the 13% margin reserve is 

purely based on generation. So the loo%, plus the 13% 

margin reserve is based all on generation; not that -- 
because you're not giving someone electricity like an 

interruptible, but it's based on generation. Because 

I think you guys are speaking past each other. 

But 

A I think that's correct. I guess what -- all 
I'm offering is -- and this is not -- all I'm offering 
is the very, very basic approach to calculating 
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reserve margin that's based on firm load. 

COWIIIBBIONER GARCIA: I know. What you're 

saying to me is that you could operate -- you could 
operate at a 113%. In other words, you could supply 

13% margin. It's all based on generation. None of 

that would be interruptible. 

WITBTEBB RIB: Presuming that 113% of those 

resources were available at that moment, we'd attempt 

to serve every bit of that, yes. 

COWIIIBBIONER GARCIA: When you say resources 

you mean generation? 

WITNEBB RIB: Right. I mean, one of the 

reasons that reserve margins are included are to help 

to cover the potential for a loss of a unit or 

something like that. 

to provide for -- we will attempt to provide to the 
extent that the system is available. 

So to the extent we can, we try 

Q (By Ma. Paugh) Mr. Rib, would you agree 

that Florida Power Corporation's short-term off-system 

sales -- and by that I mean less than a year -- were 
probably minor compared to Florida Power Corporation's 

total revenue? 

A Probably. Yes, probably. 

Q Do you know what the percentage is of 

dollars for 1997 that flowed back to customers of 
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Florida Power Corporation from short-term off-system 

sales through the fuel clause in relation to 

Power Corp's total system revenues? 

A No, I'm afraid I don't. 

Q We would request a late-filed exhibit from 

this witness to be titled "1997 Percentage of Revenues 

from Off-system Sales" that would reflect that 

percentage. 

A By that are you requesting that I provide 

that information? 

Q Yes, sir. Unless your counsel has an 

objection. 

A I don't see them objecting. 

CItuIRNAN JOH#SO#: We'll identify that as 

late-filed 35. 

N8. PAUGH: Thank you, Madam Chairman. 

(Late-filed Exhibit 35 identified.) 

WITME88 RIB: And to ensure that I have it 

accurately, it's the percent of -- 
Q (By Ns. Paugh) It's the percentage of 

dollars for 1997 that were flowed back to customers of 

Florida Power Corporation from short-term off-system 

sales through the fuel clause in relation to Florida 

Power Corporation's total system revenues. 

A Thank you. 
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Q Thank you. Okay. Mr. Rib, when Florida 

Power Corporation builds a power plant, isn't it true 

that at least initially there tends to be excess 

capacity, and by that I mean excess over your then 

current requirements. 

A That does happen, i.e., load growth for a 

utility of our size might be in the neighborhood of 

150, 200 megawatts a year, so there are lumps over the 

years. 

Q Could that excess capacity be sold on the 

wholesale market? 

A Yes. It's my belief that it could be, and 

chances are to the ultimate benefit of all parties we 

would attempt to do so. 

Q Would that excess capacity affect adversely 

the wholesale sales of other Florida utilities? 

A I suppose you can say that it would in that 

as new plants came on, depending on what they were, 

there could be some interplay between sales made by 

other utilities from their resources. 

Q Does Florida Power Corporation currently 

have plans to accelerate construction of a plant in 

the year 2001? 

A Yes. That's what we've proposed in our 

request for waiver with the bidding requirements. 
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Q 
A 

Q 

A 

Is that the Hines Unit 2, Mr. Rib? 

Yes, that's what's been proposed. 

How many megawatts is that unit? 

Nominally, 500, maybe 520, something like 

that. 

Q Would that plant that's being proposed, if 

it's built, have a effect on the reserve margin of 

Florida Power Corporation in the years 2001 and 2002? 

A Well, it would have an affect, not on this 

winter we have been talking about, because it would 

come in service after that. It would have a affect 

once it was in service, yes. 

Q If the plant is constructed -- and I know 
this may be a little speculative -- if it's 
constructed according to your current time line, when 

would it go on line, do you know? 

A I believe what we've stated is the summer of 

2001. I think the schedule might be for June. 

Q Okay. With that assumption in mind, would 

it be possible for you to supply us with a late-filed 

exhibit that would reflect your analysis of the effect 

on reserve margin that plant would have? And I 

understand that's something that has not been 

permitted yet, but if it were as proposed? 

Well, I guess what you're asking is A 
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something we would normally respond to in the planning 

process, which would either imply the filings we make 

early next year and/or what we file in the need 

determination. And we are working to try to finalize 

all of those as we speak. I mean, that's -- all 
that's not been finalized yet. So that's --. 

NR. BASSO: We would object to that 

late-filed exhibit on the basis that Mr. Rib has 

stated. It's difficult to focus on just one variable 

ahead of the planning process, ahead of that need 

determination proceeding. 

NS. PAUGH: We'll withdraw the request. 

(Request for Late-filed Ex. 35 withdrawn.) 

(By Ma. Paugh) Mr. Rib, is one of the 

reasons Florida Power Corporation is requesting to 

accelerate the Hines unit is that the company is 

concerned about the sustainability of its load 

management on its system? 

A Yes. We have expressed some concern about 

the current mix that we have in terms of interruptible 

versus supplied resources. 

Q Thank you, sir. 

118. PAUGH: We have no further questions. 

COMMIBSIO#ER GARCIA: Mr. Rib, I think I 

understood your distinction between where Staff was 

Q 
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driving at and where you were driving at. Correct me 

if I'm wrong. You take all of your interruptible and 

load management customers off from that which you need 

to serve; is that correct? 

WITBIB88 RIB: Well -- 
CONUI88IONER GARCIA: In other words, when 

you calculate -- because I wasn't understanding the 
difference between you and Staff. When you calculate 

your need, your company's need to serve, that 100% or 

115%, interruptible customers are not in that group. 

WITHE88 RIB: I think the answer to the 

When we calculated firm load -- question is yes. 

CONNIS8IONBR GARCIA: Is that true also of 

load management customers? 

WITNEB8 RIB: Suppose we -- that I'm a load 

management customer and I have a whole household and 

you can interrupt my air conditioner. 

conditioner would be considered nonfirm. The rest of 

my load is firm. In that example, the rest of my load 

is, in the planning context, is firm load. 

The air 

CoWIII8BIONBR GARCIA: Got you. So what you 

basically do is you back out those people from your 

need, that which you can interrupt is backed away from 

your need so they do not encompass the -- 100% of the 
115% that you need to always have, correct? 
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UIT1JE88 RIB: That's exactly how we do the 

calculation. I wouldn't necessarily go so far as to 

say we don't take it into account at all, just saying 

that's -- traditionally that's the measure which we've 
submitted our reports on and that's how it's been 

done. 

CosoIIBBIO#ER GARCIA: So when you're meeting 

115%, if you weren't using -- if you were keeping 
those people off -- (phone rings) -- they would 
obviously not -- (phone rings) They would not be 

served for you to be able to meet that margin? 

rings) 

(phone 

UIT#E88 RIB: Yes. I believe you're 

asking -- (phone taken off hook) (Laughter) 

COIMIBSIONBR GARCIA: I'm the only one in 

this office here, so -- 
UIT1JESB RIB: I apologize. I guess what 

you're saying, when we calculate reserve margins it's 

based on firm loads so that calculation assumes that 

nonfirm load is not present, which means that the 

reserves are required above only firm load, and not 

above what the total demand could have been if we 

didn't have any of those type of programs. 

COIMItSSIONER GARCIA: So all of the 

customers that you have that are load management, that 
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part of the load management bill, or whatever it is, 

the air conditioning, as well as all of those larger 

customers that are interruptible are not included in 

your basic needs? 

WITNESS RIB: You're asking me if they are 

included in the basic need -- 
cobolISSIO#BR GARCIA: I'm sorry. They are 

not included in the 113%. 

WITMESS RIB: That's correct. That's simply 

the way it's calculated universally. I guess I'd 

offer the clarification that we do take a lot more 

than that into consideration when we look at need. 

CHAIRIu# JOH#8O#: Any other questions? 

coIoII8S10#BR CLARK: Joe, was that your wife 

you hung up on? (Laughter) 

COMMIS8IO#BR GARCIA: I certainly hope not. 

CHAI6uuw JOH#SO#: Redirect? Staff? 

NS. PAUGR: Request that 34 and 35 be moved 

into the record. Redirect. 

NR. SA8S0: I'm confused about one of the 

exhibits. Perhaps, Madam Chairman, if you could 

clarify what has been marked as Exhibit 32? 

cIuIRIu# JOH#SO#: 32 is FPC's Response in 

Re: Power Sales Purchases. 

MR. SASSOt Very well, thank you. 
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REDIRECT EXAMINATIOBI 

BY NR. SA8808 

Q Mr. Rib, we've talked quite a bit today 

about plants being in the framework and outside the 

existing regulatory framework. And there was some 

discussion about the Indian River plant, and there 

were a series of hypotheticals about let's suppose 

they were acquired -- that plant was acquired and 
operated as a merchant plant. And you expressed some 

opinion or statement about whether they would be 

operating -- or whether they could exist within the 
framework. 

intending to give any kind of a legal opinion about 

whether, or to what extent, a plant such as that would 

be subject to the Public Service Commission's 

jurisdiction under Chapter 366? 

I want to clarify whether you were 

A I guess -- I didn't intend to. I don't -- 
I've expressed in our prior conversations, I really 

don't know how that type of a plant would ultimately 

be addressed; whether or not it would be a utility or 

not; required site plans or not, I don't know. 

Q Did you intend to express any opinion about 

whether a plant such as that would be subject to the 

Ten Year Site Plan law? 

A I believe I offered -- not in that example, 
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but perhaps in the example of the Duke plant, that I 

didn't know, ultimately, whether that would be 

required or not. 

Q Did you intend to express any opinion about 

whether a plant such as that would be subject to 

FEECA? 

A The best as I can say, a similar line of 

questioning, I don't know if they would be subject to 

that or not; whether they would be considered a 

utility or not. 

Q Do you know whether that plant would be 

required to file an emergency energy plan? 

A Again, I don't know that it would or would 

not. 

Q We've also talked today about your concern 

about the potential duplication of generation 

resources. Are utilities currently planning to phase 

in new power plants -- 
A Yes. 

Q -- in the next ten years in the context of 
each utilities' system diversity and need? 

A Yes, I think that's very true. 

Q Do you understand whether Duke is proposing 

to have its plant approve based on need as you 

understand it or economic opportunity? 
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A I've tried to explain -- 
NR. WRIGHT: Object to the form. I think 

it's argumentative. 

NR. SASSO: I don't believe it's 

argumentative. It's a fairly straightforward 

question. 

cIuIR)(A# JOB#8OBI: Would you rephrase the 

question? 

Q (By Nr. Saaso) Mr. Rib, do you have an 

understanding whether Duke is proposing to have its 

plant approved based on need as you understand it? 

A My understanding -- I'm sorry, I'm losing 

track. Ask again, please. 

0 Would you like the question again? 

A Yes. 

Q Is Duke proposing to have its plant approved 

based on need as you understand it? 

A No. 

Q Do you have a concern whether, if Duke 

builds this plant, it will duplicate the facilities 

that the utilities are intending to build? 

A Yes, I do. 

Q Does that create a concern in your mind 

about uneconomic duplication of future generation 

resources? 
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A Yes, I believe that it does. 

Q Now, Mr. Wright asked you some questions 

about a communication that he says he had with 

Mr. Jenkins of the Public Service Commission Staff. 

Do you have any idea what Mr. Wright discussed with 

Mr. Jenkins about a Ten Year Site Plan? 

A No idea whatsoever. 

Q If Duke files a Ten Year Site Plan next 

year, and the Public Service Commission Staff reads 

it, does that establish to your satisfaction that Duke 

would be operating an electric generation system? 

A No, it doesn't establish anything to my 

satisfaction. 

0 Are you aware of other independent power 

producers in this state with generating units with 250 

megawatts or greater that do not file Ten Year Site 

Plans? 

A Yes. I'm aware of at least a couple. 

Q Could you name them? 

A I know of two facilities under contract to 

Florida Power and Light, Cedar Bay and Indiantown, 

that are both fully under contract, but to my 

knowledge they don't file site plans on their own. 

Q Mr. Wright asked you about a reference in a 

1995 Florida Power Corporation Ten Year Site Plan 
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concerning a CT plant, combustion turbine plant, that 

was projected to be installed or in service in 

November 2003, with a location that was undetermined 

at that time. 

When a site plan says "unspecified location" 

what's the significance of that from a planning 

perspective? 

A Well, certainly, in the context of this 

question, what I would mean by that in a plan is that 

we might not have determined which specific location 

or which specific existing site that plant would 

likely be located, simply because decisions like that 

weren't necessary to be made yet. But we knew in our 

minds that we had at least several potential locations 

for a plant of that type, and it wasn't necessary to 

define the exact final location until a commitment was 

made. 

Q What is your normal time line for selecting 

a plant site? 

A I guess that depends on the type of plant. 

I think we -- on our Hines Energy Complex we worked on 
the siting issues well before we actually -- to try to 
develop the constituency for the location of a major 

generating facility of that type. 

In terms of locating a plant that's -- 
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locating an additional unit on an existing site, 

that's probably more oriented towards the type of 

equipment it is. 

time frame it requires to order the equipment and to 

do the transmission studies for the ultimate 

beneficial location. 

Combustion turbines might be the 

Q Now, I believe you also mentioned to 

Mr. Wright that you didn't have a contract in place 

for equipment for that plant back in 1995 when the 

plan was developed. 

getting such contracts into place? 

What is the normal time line for 

A For a combustion turbine of that type, maybe 

18 months to two years versus -- if I'm doing my math 
correct -- something identified eight years on the 
horizon. 

Q Mr. Wright showed you an exhibit, which I 

believe was mark as Exhibit 30, which was a graphic, 

you may recall, which depicts Florida Power 

Corporation's service territory and some contiguous 

regions. Do you recall that? And I believe you 

mentioned that it was used as part of Florida Power 

Corporation's determination of loss of load 

probability calculations. Do you recall that? 

A I believe you're referring to Assistance 

Area Model for TIGER. 
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Q You talked a bit about assisted and 

unassisted loss of load probability calculations. 

A Yes. 

Q With respect to assisted calculations, you 

talked about consideration that might be given to 

buying power from generating resources that were not 

under firm contract to Florida Power Corporation. Do 

you recall that? 

A Yes. 

Q Do you base -- and by you, I mean do you and 
Florida Power Corporation -- base decisions to build a 
new plant on assisted loss of load probability 

analyses? 

A No, we do not. 

Q Do you use loss of load probability analysis 

to determine reserve margins? 

A No, we do not. 

Q Do you base reserve margins on nonfirm 

resources? 

A No, we do not. 

Q 

power plant, what drives that decision? 

When determining whether to develop a new 

A The decisions that I have been a party to 

are driven largely by meeting reserve margin criteria 

for a reasonably expected load and service 
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requirements. And also looking at -- so it's a 
reliability basis, plus we look at the economics and 

we look at the mix of resources. 

Q Now, there was some discussion last week 

about when Power Marketing came into existence in 

planning and so on. 

was asking you a question about whether a company had 

either a power marketing arm or a planning arm in 

place five years ago. 

what the status of that was because I was confused. 

And I believe Commissioner Garcia 

And I just wanted to clear up 

Did Florida Power Corporation have a 

planning arm in place five years ago? 

A Yes, we did. 

Q Did it have one in place, say, 20 years ago? 

A I believe it's planning -- the planning 
function, as I understand it, has been in place at 

least 20 years. 

Q Did Florida Power Corporation make broker 

purchases and sales five years ago? 

A Yes. 

Q Did it make off-broker purchases and sales 

five years ago? 

A Yes, it did. 

Q Now, we've talked some about the benefit of 

wholesale transactions between regulated utilities 
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flowing back to customers. And I understand that 

you're going to be preparing a late-filed exhibit on 

that. 

Can you explain how, and to what extent, 

that operates? How benefits flow to ratepayers in 

both broker and off-broker transactions? 

A In broker transactions -- I did offer an 
example. 1'11 try to go back through that. 

In a broker transaction I offered the 

example that a selling,utility was offering power at 

$20 and a buying utility's next best choice was $30, 

so the opportunity to match them on the broker 

existed. That the utility then -- that it had the $30 
operating opportunity -- could chose power for $25 
through that match. 

presenting there is that the margin that the utility 

that bought for $25, of course, would save the $5 on 

the purchase; the utility that sold -- that sold for 
$25 would have a margin of $5 over their cost. And 

under the current Commission rules, and the way this 

was constructed, and, again, involving the oversight, 

knowledge of the Commission, that 20% of that margin, 

in this example $5, could be retained to the 

shareholders as an incentive to participate in this 

broker, and the remaining 80% of the benefits would be 

And the simple concept I was 
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returned through the fuel clause to the customers. 

Q And with respect to off-broker transactions, 

what percentage of the benefit of any sales is 

returned to the ratepayers? 

A As it presently stands, to my knowledge, is 

that for transactions that are sold from Florida 

Power's generation system, that 100% of those margins 

flow back through the fuel clause to the customers. 

Q Can you give us a ballpark about whether 

more transactions take place through the broker or 

off-broker? 

A I don't have a percentage for you, but it's 

my understanding that the off-broker has gotten much 

more popular with development of the traders, trading 

floors and so forth. So it's the large majority of 

the transactions today. 

Q 

window in time where Florida Power Corporation 

projected a 13% reserve margin in its April ' 98  site 

plan. 

There's been considerable discussion about a 

Just for the sake of clarity, as I 

understand it, that window period concerned the winter 

of 2002-2001; is that right? 

A Yes. 

Q And a three-month period, December of 2000 
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1 through February of 2001; is that correct? 

A Yes. 

0 Now, when Commissioner Deason was asking you 

some questions about this last week and again today, 

you provided some explanation that the 13% number 

reflected some uncertainty about whether all of the 

load forecasted by a wholesale customer might come to 

pass. Can you just explain more fully what your 

decision-making process was that lead you to specify 

13% reserve margin during that window period? 

A Yes. The essence of that was more a concern 

on the load side than it was the resources I mentioned 

earlier. 

The concern we had is that we were trying to 

reconcile a load forecast with our largest wholesale 

customer, and we -- we have certain means in our 
forecasting function to make comparisons about how we 

believe their forecast will evolve versus what they 

report to us. 

megawatts between our forecast and our customer's 

forecast. And we were working towards resolving that 

but we hadn't resolved that -- really fully exhausted 
and resolved that question with that customer at the 

time we had to file that plan. So there was 

uncertainty going on. And I have been asked did we 

We had a discrepancy of well over 200 
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use the best numbers and best information available? 

Well, I guess in our opinion the best information 

available would have been our estimate of that 

forecast. But we feel it was pretty important to 

respect our customer's forecast and not simply imply 

we have a better number than they do. 

So we respected that. We included that, 

their higher forecast of requirements into our 

forecast, but we knew we had to resolve this before we 

made a commitment to resources for the purpose -- 
commitment of resources that would cost us and our 

customers money on that. 

Subsequent to that, in late August we got at 

least an unofficial version of their updated forecast. 

Their updated forecast in that particular instance 

dropped 261 megawatts in that winter, and our concern 

was real and had been validated by that change in 

their forecast. That was not load that was to be 

served by somebody else or a contract that had 

expired. 

their forecast, they were overforecasting and they 

made an adjustment to their forecast, which would have 

left us at a higher reserve margin had we simply been 

able to use that number earlier. 

It was simply that they had a problem with 

Q If you were to take a snapshot of your 
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margin reserve with the benefit of that information, 

what impact would that adjustment in their load 

forecast have had on your margin reserve for that 

window period? 

A If we made the adjustment of 261 megawatts, 

our margin reserve, it would have been 16%. 

Q Now, you mention that during this period of 

uncertainty when you were discussing the forecast with 

a customer, that you gave some consideration to making 

commitments to purchase resources to cover that 

preliminary forecast by the customer. 

make a judgment at that time to go out and line up a 

firm contract to cover their higher forecast? 

Why didn't you 

A Ild offer that first we were concerned about 

committing to resources against that uncertainty which 

we felt was a very high probability of being resolved 

in the fashion it was, and we didnlt want to impose 

that additional cost on your customers. We also felt 

that had that change not occurred, that we had ample 

time to explore different options to provide for that, 

the requirements that winter. 

Q Under any set of circumstances, did you 

anticipate being in the market in the winter of 

2002-2001 looking for power at that time? 

Not at all. I think as that comes into A 
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focus and we have the clarity we need to make those 

commitments, we'd make those commitments well ahead of 

time . 
0 There's some discussion about what the 

future might bring, but have the final planning 

numbers become available to you yet for the plan that 

you're going to be submitting next year? 

A No, they have not. Those come together in 

this time frame. 

Q Now, at the time that you were projecting a 

13% reserve margin for that window period of time, 

just to be clear, was that due in any way to the 

unavailability of power purchase resource options at 

the time that you were doing your plan? 

A No. 

Q If the Duke plant had been up and running in 

April '98 when you filed that plan, would you have 

projected anything different? 

A No. 

0 When does Duke propose to put its plan into 

service, as you understand it? 

A My understanding is in the fall of 2001. 

Q If the plant were approved and permitted and 

built and put in service by that time, would it even 

have been available to you as a purchase power 
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resource during that window period of time in the 

winter of 2002-2001? 

A No. 

Q Now, at the time you made this projection, 

you explained that you were making some determinations 

about whether to make a commitment, et cetera. Now, 

in the event that you were going to make a commitment 

for a firm purchase power resources, what is your 

typical commitment horizon for doing that? 

A I normally look to the -- our power 
marketing group to make those type of arrangements. 

And I think they -- typically in a situation like this 
they would probably like 18 months, perhaps two years, 

to work through that. 

Q Is Florida Power Corporation relying on the 

possible construction of the Duke plant to meet its 

pour resource needs at any point in time? 

A No. 

Q 

meet its needs throughout this ten year planning 

period by other means? 

Is Florida Power Corporation planning to 

A Yes. I think you'll see in our plan that 

there are several proposed resources to meet our 

needs. 

Q Commissioner Garcia asked you a series of 
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questions, both today and last week, about the 

interest you might have in buying power that's 

available on the market. And I believe last week he 

asked you to assume that you were in the market buying 

power, shopping for price as opposed to anything else, 

and wouldn't you benefit if there were more people 

offering power out there. 

discussion? 

Do you recall that 

A Yes. 

Q And last week -- and this week several times 
you talked about in a certain construction you suppose 

that would be true. Can you tell us what construction 

you have in mind when you're making those statements? 

A As we've discussed this morning, I have to 

assume as a leap of faith it would have somehow have 

gotten through the issues within the regulatory 

framework and the rules as to how that plant appears. 

But I suppose on the other side of that, if 

you assume it's there, I've offered it would be 

another resource in the market. 

The only other thought I'd offer is that 

it's -- I guess I haven't been able to simply 
accept -- and we talked about this a little earlier -- 
simply that more is better. 

think that if more is better, I don't know that we'd 

I spoke to the fact I 
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be here today talking about how the Commission had 

been asked in the first place to regulate or to make 

these determinations that they were needed. In theory 

it would just be a matter of going to the local 

whomever and saying, llI1m building a power plant 

here." And they'd say fine. So there's obviously 

some need to regulate this process. 

0 On that subject, Mr. Rib, is a policy of 

'@more is better" consistent with your understanding of 

the policy that underlies a determination of need 

under 403.519 in the Siting Act? 

A Considering what I just offered, no. It 

seems quite the opposite of that. 

MR. XOYLE: Objection. This calls for a 

legal conclusion. 

NR. SASBO: He's already answered it. 

CXAIRNABl JOH#SO#: 1'11 allow the answer. 

WR. BASSO: And I have no further questions. 

CONHISBIO~ER GARCIA: Madam Chairman, I have 

one more, because I gained a better understanding of 

it after his answer. And just want to make sure, 

Mr. Rib, that I understand this correctly. 

In terms of me, if I'm -- I'm a customer 

with Florida Power Corp and I'm an interruptible 

customer. You don't take that need into account when 
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you're trying to meet your margin? 

WITWE88 RIB: We don't -- we don't take that 
load into account when we're calculating our margin 

reserve -- I think I'd be repeating -- 
COIMISSIO#ER GARCIA: If you could hold 

right there. 

understanding. You spoke past me. That's what 

Just so I could get a full 

It's my ignorance, not your explanation of happened. 

it. 

Florida Power has -- do you recall how many 
interruptible customers, you know, load management 

customers? Something like 200,000, 250,000? It's a 

huge number, right? 

WIT#ESS RIB: We have load management -- 
like residential load management participants -- 

COMNISSIO#ER GARCIA: Yes. 

WITHES8 RIB: -- probably still in excess 
500,000. 

Co1oII88IO#ER GARCIA: 500,OO.  Oh, you're 

way ahead of me. Now, in terms of those customers, 

let's say half of those, and this is just so that I 

get a better understanding, have load management for 

air conditioning, correct? 

WIT#ESS RIB: Yes. 

COIMI88IONBR GARCIA: That need would not be 
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reflected, correct? When you did your whole 

calculation on when you needed, that need would not be 

reflected because they are load management customers. 

WITNBBB RIB: I guess what I'm struggling 

with is that there's a difference in my mind between 

ultimately how we plan our system and all of the 

resources. 

reserve margin. 

It goes far beyond just calculating 

COIMISBIOBIER OARCIA: I understand. It's 

just for my understanding. 

always take into account these customers because they 

are your customers. 

half a million customers, if they happen to have air 

conditioning limited interruption, that need does not 

go into your margin reserve, correct? 

I'm not arguing that you 

What I'm saying to you is that 

WITBIEBB RIB: Right. That load is 

considered nonfirm and is not calculated -- 
COIMIBSIO#ER GARCIA: Let me ask you about 

your interruptible customers. In other words, many, I 

guess, businesses, large businesses and the like sign 

up for an interruptible load with your company, 

correct? 

WITNBBB RIB: Yes. 

CONNIBBIONER GARCIA: That's because there 

And I would assume are some price benefits to that. 
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in that we include -- and correct me if I'm wrong -- 
factories, I guess -- I don't know what else -- 

WITYES8 RIB: Mines, stores, people who 

want -- 
COIQIIBBIOBIER GARCIA: Phosphate clients. 

Just big producers to some degree. 

UITNE88 RIB: Not only those, but others 

like stores, who have decided that they are somehow 

incented to enjoy these rate benefits. 

Co10II88IOBIER GARCIA: And if they sign up 

for those rate base benefits, they do not exist in 

terms of when you calculate your need. Not in the 

broader, when you calculate your need to us, the 115% 

that we sort of acquired. 

UITNE88 RIB: When we calculate our reserve 

margin they are not included, thatls correct. They 

are nonfirm load. 

COIQIISSIO~ GARCIA: Mr. Rib, thank you 

very much. I appreciate it. 

C~IISBIOMER DEASOM: I have a question. In 

response to an earlier question I got the impression 

that you have a wholesale customer who it is your 

responsibility to meet whatever demand they project 

from time to time? In other words, it's not a set 

contract that you provide them 50 megawatts or 100 
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megawatts. It's whatever -- 
WITNESS RIB: It's a very flexible contract. 

COIOIISSIO#ER DEASON: That seems to place a 

lot of risk on Florida Power Corporation, does it not? 

WITNE88 RIB: Yes, sir, it does. 

COIMISSIONBR DEASON: Does your contract 

adequately compensate you for that risk and your 

retail customers for that risk? 

WITNESS RIB: I don't know that I can do 

that question justice. It's a difficult question. 

C ~ I G S I O N B R  DEASON: Is it normal for 

companies to have that type of a wholesale contract, 

full revenue -- full needs, what have they project? 
WITNESS RIB: The customer we're talking 

about, we actually supply partial requirements rather 

than full requirements to. And that creates a degree 

of uncertainty as they manage their portfolio and 

adjust their needs and -- within ours as well and what 
they convey to us as our requirements. But I'd also 

offer that this can't grow or explode in wild amounts. 

There are some constraints in the contract as to how 

it can change. 

We happened in this situation, 

unfortunately, to be dealing with somebody in their 

company who is brand new in the forecasting process 

FLORIDA PUBLIC SERVICE COMMISSION 



1411 

r" 1 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

and was just not -- I guess, had not gotten completely 
grounded yet on what was going on so it took them some 

time . 
NR. WRIGHT: Recross, please, Madam 

Chairman. 

RECROSS BXANIISATIOBI 

BY NR. WRIGHT: 

0 Mr. Rib, in response to questions by 

Mr. Sasso I believe you indicated that in recent 

history Florida Power does not base its power plant 

construction decision on its loss of load probability 

analysis. Is that a correct characterization of your 

previous testimony? 

A Yes. 

Q And is it also correct that in recent 

history your power plant construction decisions have 

been based primarily on reserve margin analyses? 

A I think I answered that by saying reserve 

margin was certainly a prime consideration, not the 

only one. 

Q 

of the reliability criteria, unassisted loss of load 

probability, assisted loss of load probability and 

reserve margin. And if anyone of them looks like it 

is going to be violated or the threshold value will be 

Is it true that Florida Power considers all 
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exceeded, then that triggers a more serious look at 

whether FPC needs capacity? 

A Yes, that's true. I guess what I meant by 

recent history is that loss of load probability hasn't 

really been a significant factor or a threshold 

criteria for us or most of the other utilities in the 

state in recent history. 

Q I understood that to be your answer. I just 

wanted to clarify my understanding of your planning 

process, and you confirmed that. 

A That's correct. 

Q Mr. Sasso asked you some questions regarding 

what might be called the flow back of benefits that 

accrue to selling utilities. 

Will you agree that if the New Smyrna Power 

Project is not built, and its merchant power capacity 

doesn't become available in Florida, that there will 

probably be some transactions that would otherwise be 

economic between that facility and utilities in 

Florida that will not occur? 

A No, I wouldn't necessarily agree with that. 

Q Well, you agreed -- 
A May I finish my answer? 

Q Certainly. 

A I think utilities have proposed facilities 
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with similar benefits and similar capabilities that 

may offer from time to time similar opportunities for 

economic benefit. So I don't know that it all hinges 

on the presence of this plant we're talking about. 

Q Earlier -- it may have been in response to 
questions by the Staff, I think it was -- you 
agreed -- or maybe the Commissioners -- you agreed 
that if the plant is built, it would run and it would 

make some sales. Do you recall agreeing to that? 

A Yes, I imagine that it would. 

Q Okay. If it's not built, that won't happen, 

will it? 

A If the plant is built, I agree, it will not 

run. 

Q Okay. As to the flow back of benefits, 

whatever they are from off-broker sales, doesn't the 

flow back depend to at least some degree on the 

jurisdictional separation of cost and revenues as 

between the first jurisdiction and the FPSC's 

jurisdiction? 

A Yes. 

Q Mr. Sasso asked you a question regarding 

whether the policy that "more is better" is consistent 

with the ynderlying philosophy of the Power Plant 

Siting Act as you understand it. Do you recall his 
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question? 

A I believe I answered that it was not 

consistent. 

Q Do you understand -- in your role as a 
planner -- I'm not asking you for a legal 

conclusion -- do you understand that the policy 
enunciated in the Act is to balance the need for new 

power plants against the environmental consequences of 

their construction and operation? 

A No. I don't think that covers nearly enough 

ground. I think there's a lot more consideration. 

That's a part of it. There's also a requirement in 

this process to try to defer the need to build the 

plant to begin with. And there's an examination of 

other alternatives available. There's a lot to it 

other than -- in addition to the balancing that you're 
describing. 

Q Well, will you agree that a power plant that 

would result -- the construction and operation of 
which would result in less environmental degradation, 

greater reliability, and more low cost power would be 

consistent with the underlying philosophy of the Power 

Plant Siting Act as you understand it? 

A I guess -- I feel like I may be treading on 
legal turf here, but if I understood it to be proposed 
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/- by a qualified participant in the framework, then the 

answer would yes. 

Q Okay. If you want to go on, go on. But 

that was a good enough answer for me. 

NR. WRIGHT: Thank you, Madam Chairman. 

CHAIRMAN JOH#BO#: Any follow-up, Mr. Sasso? 

NR. B M B O :  Yes. Just one follow-up 

question. 

Mr. Rib, do you regard a merchant plant to 

be a qualified participant in the process? 

NR. WRIGHT: Objection. That's the legal 

argument in this case, Madam Chairman. 

CHAIRMAN JOH#BON: I'm going to allow the 

answer. 

WITHE88 RIB: No, I don't. 

NR. BASSO: That's all I have. Thank you. 

NR. NOYLE: Madam Chair, I had a couple of 

things that he brought up on redirect that I'd like to 

ask about, if I could. 

CEAI6uIIw JOH#SON: I asked you to tell me 

that a little earlier. I'm trying to allow latitude, 

and oftentimes we do this. Mr. Moyle, 1'11 allow you 

a few brief questions and 1'11 allow Mr. Sasso 

follow-up. 

NR. NOYLE: Part of the reason, he 
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specifically mentioned two power plants that are owned 

by my client, and so I think it's appropriate to ask 

some questions about that and some other things, if I 

could. Thank you for your indulgence. 

RECROSS EXANI#ATIO# 

BY NR. NOYLE: 

Q In response to a question by your attorney, 

you specifically mentioned that the Indiantown and 

Cedar Bay facilities did not file Ten Year Site Plans, 

correct? 

A That's my understanding. I've never seen 

one filed by them. 

Q Are you aware that the generating assets 

represented by those facilities are included in the 

Ten Year Site Plans filed by Florida Power and Light? 

A I believe they are under contract to Power & 

Light in part of their resource mix. 

Q You answered a number of questions from 

Mr. Sasso about the 13% issue that Mr. Deason had 

raised with you? 

A Yes. 

Q And you explained that it was partially 

based on this large wholesale customer. Is that large 

wholesale customer another municipal utility? 

A I don't believe it would be considered a 
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municipal utility. I think it would be considered a 

cooperative. 

Q So it is a cooperative that has an 

underlying retail load; is that correct? 

A I'm not sure what you're asking me. 

Q Let me ask it this way: Who is your largest 

wholesale customer? 

A Seminole Electric Cooperative. 

Q You also raised a point in response to a 

question from Mr. Sasso, and I think you said why are 

we here? That if Duke had the ability to go out and 

do this on their own, they would have already done it. 

Do you remember that answer to the question from 

Mr. Sasso? 

A I'm sorry, I don't remember exactly. 

Q In response to a question from Mr. Sasso, I 

think you -- as I interpret it, you made the point 
that if this were permissible, Duke would have already 

been out there constructing this type of plant and 

that -- (Simultaneous conversation) 
A I don't think I said anything like that. 

Q I'm sorry? 

A I don't believe I said anything to that 

effect. It's not my recollection. If we can have the 

record read back to your point, I might -- 
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Q 

A 

Q 

stores? 

A 

Let me ask you this question: Do you 

believe that the -- let me go on. 
You had answered a question from Mr. Garcia 

about people and customers that were not considered 

when you were calculating your reserve margins. 

you had mentioned, I think, large phosphate companies 

and then you had also said stores, correct? 

And 

Yes. 

And would those stores include grocery 

I doubt it. I don't know of any. 

Q Would they include large department stores? 

A I believe we do have a large department 

store that is on an interruptible rate for some 

reason. 

Q Would they include large office complexes? 

A You're going beyond my personal knowledge. 

I think the most notable interruptible customers -- 
well, you're going beyond my knowledge. 

Q What type of stores did you mean in response 

to that answer -- I'm sorry, in response to that 

question? 

A Well, I think the store -- the store that's 
the most interesting, I suppose, is Burdines, who for 

some reason decided they wanted to be incented -- or 
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they chose to join this interruptible rate and to 

potentially be interrupted. I think that's the answer 

to your question. 

Q Are there any other department stores that 

have made this choice? 

A I am not aware of any. 

Q And again, these are the types of customers 

who are not -- who you are not planning for when 
you're doing your reserve calculations, correct? 

A Mr. Moyle, I guess I've attempted to say 

that the reserve margin does not include nonfirm load. 

I've also commented that these customers have made 

willing choices by how they are incented by their 

economics, so simplistically -- 
Q Thank you. You've answered it. I'm just 

trying to understand if there's a problem, who is 

going to suffer the consequences. Thank you. 

NR. SA880: I'd like to have that last 

statement stricken. 

CHAIRlUW JOff#SO#: Show it stricken. 

Any other -- Mr. Sasso, do you need any -- 
NR. SABSO: No further questions. Thank 

you. 

CHAIRwA# JOff#SO#: Exhibits. 

NR. WRIGHT: I moved and you admitted on 
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last Friday Exhibit 30. 

CHAIRNU J081Y80N: I did. 

NR. WRIGHT: I move Exhibits 31 and 32. 

CHAIRNU JOg#SO#: Show those admitted 

without objection. And Staff. 

118. PAUGE: Staff moves exhibits 33, 34 and 

35, please. 

CHAIRNU JOH#80#: 35 is the late-filed. So 

we'll admit 33 and 34. 

(Exhibits 31 through 34 received in 

evidence.) 

CHAIRNAN JOH#SO#: Thank you, sir. You're 

excused. 

We're going to break for lunch until 2:30. 

Break until 2:30. We have another proceeding that 

begins at 1:30. 

(Witness Rib excused.) 

(Recess taken.) 

(Transcript continues in Volume 11.) 

- - - - -  
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