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JSSUB 7 DOES FPL'a POWER SUPPLY PLAN REASONABLY 

CONSIDER TIIB ABILITY OF CONSERVATION 

OR OTII£R DEMAND SIDE ALTERNATIVES TO 16 

MITIGATE THB NEED FOR 1HB CAPACITY 

RBPR.BSENTED BY TBB PURCBASB OF SCHERER 

UNIT4? 

ISSUB 8 IS THB PURCHASE OF SCHERER UNIT 4 THB 

MOST COST-EFFECTIVE MEANS OF MEETINO 

FPVs CAPACITY NEEDS, TAKING INTO ACCOUNf 17 

RISK FACfORS TIIAT ARB PART OF THB .LOST-

BFFECTlVENESS ANALYSIS? 

ISSUB9 WILL FPL BB ABLE TO DEUVER ELECTRICITY 

FROM SCHERER UNIT NO. 4 TO ITS LOAD 18 

CBNTBRS IN THB SAME TIME FRAMES IN 

WHICH IT IS PROPOSING TO ADD INVESTMENT 

TO RATE BASE? 

ISSUB 10 IF ANY TRANSMISSION FACILmES AND/OR 

UPGRADES ARE REQUIRFD TO ACCOMMODATE 

11IB PURCHASES OF ENERGY AND CAPACITY 

ALREADY UNDER CONTRACT TO FPL AND THE 18 

PROPOSED SCHERER PURCHASE, WHAT IS TilE 

COST OF SUCH TRANSMISSION FACILITIES 

AND/OR UPGRADES AND WHO WILL BEAR 

SUCHCOSTI 

ISSUB 11 ARB niB FUEL SUPPLY AND TRANSPORTATION 

COSTS PRESENTED IN FPL's ECONOMIC 18 

ANALYSIS FOR SCHERER UNIT 4 REASONABLE 

AND PRUDENT? 

ISSUB 12 DOES THE SCHEDULE BEING FOLLOWED BY 

THE COMMISSION IN THIS CASE AFFORD ALL 20 

.INTBRBSTED PARTIES ADEQUATE OPPORTUNITY 

TO PROTECT THEIR INTERESTS? 

ISSUB 13 WHAT EFFECT, IF ANY, DOES TilE SCHERER 

UNIT 4 PURCHASE HA VB ON THE SOUTHERN/ 22 

FLORIDA INTERFACE? 

ii 



JSSUB 14 UNDBR. WHAT CIRCUMSTANCES SHOULD Tim 
PORTION OF THB PURCHASE PRICE OF ASSETS 
IN BXCESS OF BOOK VALUE (THB • ACQUISmON 
ADJUSTMENT') BB GIVEN •RATE BASE TREATMENT, • 23 

LSGAL ISSUUS 

SUCH THAT AMORTIZATION MAY BE INCLUDED 
IN OPERATING EXPENSES AND THE UNAMORTIZED 
ACQUISmON ADJUSTMENT MAY BE INCLUDED 
IN RA TB BASE? 

ISSUB 1S SHOULD TBB COMMISSION ADDRESS IN THIS 
DOCKET TRANSMISSION ACCESS DISPUTES THAT 23 

MAY ARISE FROM THE SCHERER UNIT 4 
PURCHASE? 

UL11MATB ISSUES 

ISSUB 16 IS THB PURCHASE OF AN UNDIVIDED OWNERSHIP 
INTBREST IN SCHERER UNIT NO. 4 A REASONABLE 

AND PRUDENT INVESTMENT NECESSARY TO 24 
BNABLB FPL TO MEET ITS FORECAST 1996 
SYSTEM LOAD REQUIREMENTS? 

ISSUB 17 SHOULD FPL BB AUTIIORIZBD TO INCLUDE THB 
PURCHASE OF PRICE OF ITS UNDIVIDED SHARE 24 
OP SCHERER UNIT 4, INCLUDING THE ACQUI-
SMON ADJUSTMENT, IN RATE BASE? 

ISSUB 18 IN THE BVENT FPL's PETITION IS APPROVED; 
SHOULD THE COMMISSION IMPOSE GUARANTEE 
REQUIREMENTS ON THE ELECTRICAL OUTPUT OF 

1BB UNIT AND DELIVERY TO FPL AND UMIT 
THB AMOUNT OF TOTAL INVESTMENT, OPERA
nON AND MAINTENANCE EXPENSES AND FUEL 
COSTS THAT WILL DB ALLOWED FOR RECOVERY 
THROUGH RATES? 

CONCLU~ON ~ 

CBR11PICATB OF SERVICE 26 

ill 
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PRELIMINARY STATEMENT 

Punuant to Rule 2S-~.OS6l(l), Florida Administrative Code, the Coalition of Local 

Oovemmeota files its post-hearing brief. As required by Rule 2S-22.056(3)(a), Florida 

Administrative Code, the Coalition of Local Governments is simultaneously filing its Post

~ Slatement of lasuea and Positions, which contains a summary statement of the positions 

developed and supported in this brief. The brief consists of argument directed to the issues 

tlated at the bearilig, praented in the same order in which the issues appeared in the Preheating 

Order. 

The following abbreviations are used in this brief. The Coalition of Local Governments 

is referred to as CLO. The Office of Public Counsel is referred to as Public Counsel. Nassau 

Power Corporation ia referred to as Nassau. The Florida Power & Light Company is referred 

to u FPL. The Florida· Public Service Commission is referred to as the Commission. The 

tranacript of the record is designated TR and hearing exhibits are designated EX. 
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ARGUMENT OVERVIEW 

Ia dda cue FPL is requesting that lhe Commission determine that the proposed 

mqaisiticw of a power paenaioG unit outside of Florida. This docket is an extremely important 

cue fc. abe Commiision. The cue addresses for the fmt time in Florida the fundamental 

rapoNihilidel aad ~of the Commission regarding the acquisition of extra-territorial 

&ene:ndli& facilitia by reaUJated Florida utilities. Because of this, this case deserves special 

attrntioo ll8d coGsidentioa from the Commission. 

Unlortuaalely, tbia maac:r is being considered by the Commission after an abbreviated 

dilc:oYa:J period. aad evm prior to the Commission receiving any evidence on the actual 

pii'IIDdCn of abc final cJeal tbal may by now have been essentially concluded between FPL and 

Oecqia Power Comp.ly CGPC•), tbc company which is attempting to sell Robert Scherer Unit 

4 tD FPL. Nutwitbatdi,. this hurried approach to th1s very important issue, several matters 

IDUil be Rpt ill miad by abc commissioners deliberating on this very important issue, including: 

1. Bynlm of Proof. The burden of proof is on the utility requesting 

abc Jdic:f. If FPL docs not carry this burden of demonstrating the 

cffit:q of tbe proposed puldwe, its petition should be denied. 

2. m:a Dill Ia Unn;ljable. FPL's underlying data intended to 

.....-. ~ pdilim 10 the Commission regarding the proposed 

Sdlaa 4 pw:dwe bas been demonstrated to be unreliable. 

,.. e wen amn demoostraled in lhe hearing and conceded to 

be ..,..ata by FPL brin& into question the entire basis of the FPL 

cue. 
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3. fPL'a ApbP' Ia Wapi. Evezy witness who addressed the 

lmportance or. the fuel and fuel transportation forecasts agreed that 

the KCUnC)' and Jdiability of such forecasts is very important to 

the uodedyin& economics on which FPL attempts to make its case. 

Ia this cue, tbe fuel and fud transportation forecasts have been 

demoostrated to be biased, calling into question the good faith and 

candor of FPL's evidence in the entire case, and undermining the 

company's request for relief. 

4. A Bulin& at this Tjme js Premature. FPL has admitted that it does 

not need the permission of the Commission to proceed. But more 

important eveo than that is the fact that proceeding at this time is 

unnec:easarily premature. The exact terms and conditions under 

wbic:h Scherer 4 would be purchased, operated and maintained by 

PPL is unJc:nown at this time, and can only be determined after 

ddailed apeements have been drafted and executed. Only then 

can the Commission and the intervenors such as CLG fully 

lppniCiat.e and understand what rights, duties and risks are faced 

by the putdwe of Scherer 4 near Macon, Georgia. 

Burden or Proof 

1be Commissioll must keep in mind that it is a principal of regulatory proceedings that 

a rejuJaaed utility seeJdna relief from a public service commission must carry the burden of 

proof of demonatratina that the relief sought ought to be granted. For more than fifty years it 
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bu beeli the Jaw ia the UDited Slates, u set down by the United States Supreme Court, that the 

petitionina utility bU the burden of providing convincing evidence that the relief sought, 

iDcludiD& expea1e1 and expeaditures~ are reasonable and appropriate. Undbeimer y. DUoois Bell 

TciQRonc Company, 292 U.S. lSl (1934). See also, In re Tampa Electric Company, 9 PUR 

«11 402 (1975). 1be corollary to this rule is that it is incumbent upon the utility- in this case 

FPL- to demoiaatrate that the relief sought is reasonable and appropriate. This rule that the 

burdcla Of ~f rests on the applicant is applied in Florida. Stewart Bonded Warebouse. Inc. 

y. Bcyia, 294 So.2d 31S (FJa. 1974); Citizens of State of Fla. y. Florida Public Service 

' - . . 

· FPL's Data Is Unreliable 

PPL bu relied very heavily upon the analytical work performed and presented by Mr. 

Samuel Wallen, one of the FPL employee-witnesses. In fact, the main portion of the case 

bttcnded to support PPL'a petition for the pending application before this Commission is found 

ill Mr. W.,_'a taaiiDODy, and exhibits. TR 451 - 488; EX 18. As late as Mr. Water's 

appearance to piOYide evideDc:e on direct testimony at the hearing his data continued to show 

cblltps aad ldJuatmentl, requiring Waters to provide an exhibit correcting the earlier data 

lubmllaecl. BX 22. At the best, says Waters, the more refined of the two models it uses is 

~ to be accura&e within two percent, more or less. TR SOl. Wbeo dealing with the very 

larp umben we are COillidering in this case, this two percent variation can be a very large 

dollar c1ifJelmce indeed and far in excess of the benefiu that FPL initially calculated could be 

IUI'ibutDS to tbe ~of Scheler Unit 4. Even this ± 2" •accuracy• would only be present 

wbell abe dlta upon which the models are run is demonstrated to be reliable. That is not the 
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cue ill tbia IDIIter, wbel'e the data offered by FPL was repeatedly demonstrated at the hearing 

110 be iDiccurate and unreliable. 

Public Counael'a Witness Bartels explained that the data presented by FPL's Waters 

COGtained inaccurllcles. TR 882 - .883. Upon cross examination, Mr. Waters agreed that the 

inconsistencies were present The net result of all of this is that the analysis offered by FPL to 

support its proposed purchase of Scherer Unit 4 was done incorrectly. The errors found on 

Watm' Exhibit 21, as outlined by Mr. Bartels, virtually eliminate the alleged system savings 

that FPL attributed to the Scherer purchase. 

'Ibe ldjUJtmeats offered by Mr. Bartels show that under the base data provided by FPL 

the UPS option ia supaior (more cost effective) than the Scherer purchase option. The UPS 

option ia shown to be a better option by nearly $20,000,000. 

'Ibe FPL data bas been demonstrated to be unreliable. The full extent of the errors and 

the extent of the inaccuracy of the studies performed by FPL is frankly not known at this time. 

What is known, however, is that the unreliability of the principal evidence offered by FPL 

c:Jearly demonJtrates that FPL has not carried its burden of proof of demonstrating that its 

petition should be granted. And, as we all know, the Commission mu~· take its action upon 

compda1t llld aupportin& evidence. The Commission's order in a matter such as this petition 

of FPL CIDDOt be baled upon speculation or supposition. Tamjami Trail Tours. Inc. y. Bevis, 

299 So.2cl 22 (Fla 1974). 

FPL's Analysis k Biased 

1be analyaiJ provided by FPL in support of its petition is obviously a biased analysis. 

'Ibe extat of the tWerreachin& by FPL and the nature of the prejudicial assumptions used to 

evaluate all option.a other than the Scherer purchase option, call into question whether any 
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porlioa of abe FPL arialylil iJ worthy of consideration by the Commission. Every effort wu 

IDIIde by FPL to lelect analytk:al assumptions on such matters as escalation, depreciation, fuel 

c:ostJ, and fuel transportatioll to favor the Scherer purchase option analysis and undermine the 

IDII)'Ia of tbe otbez opdonl. 

Virtually evecy witness questioned on the topic agreed that the fuel cost study and the 

reuooable analysis oo the options addressed by FPL in this docket. These witnesses included 

FPL'1 Mr. Woody [TR 104, lOS], FPL's Mr. Waters [TR 603, 606, 612, 613], FPL's Mr. 

SUva [TR 1084], Public Counsel's Mr. Bartels [TR 893, 900], and CLO's Mr. Wells [TR 953 -

954]. Both Mr. Waters and Mr. Woody of FPL agreed that for the Commission to grant the 

FPL petition, the Commission must find that FPL did a reasonable job. TR 613, 104 - lOS. 

Mr. Woody, who iJ ultimately responsible for planning at FPL, c:a!!didly testified that a fuel 

forecast ia impm1ant in developing any comprehensive planning program. TR 104. The 

importance, then, of the integrity of the data offered by FPL cannot be doubted. To the extent 

the dita is iDcorrect or miJrepresented, the analyses offered by FPL obviously suffer. 

The usumptions used to develop the data upon which FPL requests that the Commission 

rule in thia matter demonstrate a total lack of candor on the part of FPL. Nearly every 

usumpdoo utiJ..izcd by FPL is obviously intended to bias the study in favor of the Scherer 

purdue option and against all other options. Included in these prejudicial and biased 

auumptioas are: 

1. The UPS option costs are overstated. Differences in fuel costs are 

not explained and are not reasonable. Inconsistencies in the 

analysis have prejudiced the UPS evaluation by FPL, according to 

Public Counsel Witness Mr. Bartels. TR 874. 
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2. 1be study provided by FPL to support its claim that the Sch~ 

purchase option is the superior option is flawed. These flaws 

iDc1ude the use of inconsistent methodologies to develop the 

acalation facton for fuel in the various options. The fuel 

acaJatioG factor for the Martin IGCC option (at an average annual 

rate of 7 .IS") is 43" greater than the factor used for the Scherer 

purchase option evaluation. EX 23, line 25. The fuel escalation 

factor for the standard offer options at 5.60% is over 12% greater 

than the figure used in the Scherer purchase option. Id. 

Depreciation facton used by FPL for the options other than 

Schecer are up to 34.5" greater when compared to the figure used 

for the Scbezer purchase option. The O&M Fixed Expenses 

escalation factors used by FPL are 59% greater for the Martin and 

Standard Offer option evaluations. Id. at line 28. And, in Exhibit 

23, FPL makes the incredible suggestion that it can purchase coal 

at Scherer Unit 4 for $7.00 or more per ton cheaper than Southern 

Company Services and GPC. EX 23 at lines 23 and 24. 

In abort, nearly every auumption relating to escalation, depreciation and fuel made by 

PPL is intended to bias the FPL study against every option other than the Scherer purchase 

option. 

The fuel costs sponsored by FPL received considerable discussioa during the hearings. 

Tbe acaladon methodologies used by FPL to determine fuel costs throughout the lives of the 

optional projects were particularly criticized. Public Counsel' s Witness Bartels said that the 

methodoloay used to evaluate coal price.. in competing option evaluations should be similar in 

7 



order lobe reuooable. TR 902-903. In fact, however, different methodologies were used to 

develop the fuel coati of the Martin IOCC option. FPL'a Mr. Silva, the head of FPL'a Fuel 

.Departmciot, leltified that the methodology used to determine the cost of coal for the Martin 

option wu IDIJ'bdly different from that used in the Scherer evaluations. TR 1059- 1060, 1081 

- 1082. CLG'a expert, H. G. Wells, along with Public Counsel's Mr. Bartels, was quite critical 

of the Ule by FPL of the vastly different fuel escalation methodologies. TR 941 - 942. 

Bven the type of c:oal selected by FPL for the Martin option evaluation is designed to bias 

the results. FPL ubitrarily selected a scarce high sulfur, high Btu coal found only in northern 

West Vif&inia arid Pennsylvania. TR 954- 955 and EX 23 line 21 and 22. That coal type is 

extnmely dittant from Fiorlda and is expensive to transport to Florida. TR 955. The use of 

that coal causes the transportation costs to be overstated by over $2.50 per ton, compared to 

suitable coa1J located in Kentucky and Virginia. TR 1f1J7. No explanation for the selection of 

that fuel wu offered by FPL. 

1be mere selection of the coal used in the Martin option analysis was an obvious attempt 

to biu the analyala resultl in favor of the Scherer purchase. 

1be diffezence in methodologies resulted in a fuel escalation rate for the Martin project 

that iJ 43" peater than the escalation rate used for the Scherer purchase option (7 .1 5% for 

Martin VI. 4.99~ for Scherer purchase). Because of this obvious bias, at one point in time fuel 

at the Martin IOCC lite iJ projected to be over $100 per ton more expensive than the coal 

ddivered to Scherer. TR 935- 936; EX 18, Document 2, page 1. This is obviously ridiculous. 

According to CLG'a expert witness, H.O. Wells, this bias in the escalation rates used 

caused the Martin option to be oventated or inflated by approximately $500,000,000. TR 943. 

That calculatioo did not take into consideration Mr. Well's opinion that the coal for the Martin 

option (If~ reuonably by FPL) would likely escalate at a rate slower than the Scherer 
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coal, due to the fact tbat the Martin unit design does not require New Source Performance 

Staodarcl coal and due to the tid that the Martin unit had more transportation options than does 

PJant Scherer. TR 949, 935. It is worth noting, by the way, that only Mr. Wells in this docket 

II shown lAthe record to have any actual coal procurement experience. TR 935, 945- 946. 

Finally, the claim by FPL's Mr. Silva that FPL would be able to purchase fuel at Scherer 

at a COlt of over $7.00 per !On below that obtainable by Southern Company Services is 

ablolutdy incredible. Mr. Silva claimed that he could purchase coal that much cheaper than 

GPC and Southern Company even if he was purchasing the coal contemporaneously with GPC 

for the same Scherer complex. TR 1090- 1091. FPL, which is only peripherally involved in 

the St. Jclm River Power Park near Jacksonville Electric, is not capable of buying coal at 

. . 
Scben:r fot-IUCb alarJe disparity in price. TR 943. This is especially true when one considers 

the leltimony ofPPL'aMr. Cepero who candidly admitted that Georgia Power would be serving 

u the procurement qent for PPL and that FPL would be procuring the coal under a joint 

procuremeot propam with the other owners of Plant Scherer. TR 373, 374, 375, 377 - 378. 

Mr. Cepero allo admitted that major procurement decisions would be made by a vote of all of 

the OWDerlllid that Oalethorpe Power Corporation has the most votes. TR 375. How docs 

the way of fuel? We do not know. FPL has not even bothered to interview Oglethorpe Power 

about ita apectati001 regarding the Scherer plant site. TR 369. Under all of these 

circumstanca, Mr. Silva's boast that he can buy coal at $7.00 per ton cheaper than GPC is not 

worthy of uy consideration by the Commission. 

The net result Ia that FPL'a studies are shown to be so biased and unreliable as to be 

completdy rr:jected by the Commission. The Commission deserved a candid and intellectually 

honeit praentatlon on reliable, reasonable projected costs for the various options presented by 
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tbe Letter of Intent bave not been decided upon or are in the documents being drafted. TR 364. 

(4) The •baJe cost• of operating Scherer 4 has not been identified or ftnally detennined u of 

lbe dale of tbe beario&, ·m. iJ found only in draft agreements that were not sponsoted in the 

J'IOC=-''"1· TR 364. 

Included amoo& the imc:ertainties at Scherer is exactly what rights FPL will have to 

cleclde bow the unit WOuld be fueled. By Mr. Cepero's admission, the fuel decisions would be 

joint decilionl made by all ownen. TR. 375. FPL would not have a majority of the vote, and 

would not bave the J.ar&est percentage of the vote, which would be held by Oglethorpe Power 

Corporation. TR 375. A decision to switch fuel feed stock from eastern bituminous coal to 

westan aubbituminous coal could be reached over the objection of FPL. TR 375. Despite the 

fact that O&Jetborpe Powez would have the most votes on such matters as fuel procurement, fuel 

lelecdon and the like, FPL bu not even bothered to interview Oglethorpe Power about its views 

on bow it intends to vote on issues affecting the running of the project, including fuel issues. 

TR. 369. 

To make an unnecessary decision now without all of the details about how the unit is to 

be operated, bow the performance of the contract operators is to be determined, how the fuel 

Kquilitioa propanf ia really going to work and other extremely important matters left undecided 

and subject to change, would be tantamount to reaching an important conclusion on supposition 

and tpeCUiatioa. Thia would be unwise and would not protect the interests of the FPL rate 

paya-. 

In lbort, the ~tioil ahould be denied at this time. 

11 
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ARGUMENT 

ISSUE 1 

SHOULD 1HE DIFFERENCE BETWEEN FPL's 

PUllCBASE PRICE AND GEORGIA POWER's 

NET ORIGINAL COST OF SCHERER UNIT 4 BE 

GIVEN RATE BASE TREATMENT AS AN 
ACQUJSmON ADJUSTMENT ON A PRO RATA 

BASIS CONSISTENT WITif TilE PHASm 
PURCHASE OF THE tJNlT'l 

No. HoweVer, the position taken by CLO in this issue has nothing to do with the concept 

of acquiJitioD adjustments, and whether they should be given rate base treatment. Rather, CLG 

be1ieva that thiJ issue ahould not even be reached by the Commission when reviewing thiJ 

mallet for a vecy simple reason. The facts in this docket reveal that FPL has not presented any 

aedlbJe evidcDce to support the position it has taken that its acquisition of Scherer Unit 4 should 

be paDted any support by the Commission. The data used by FPL to support its position is 

uarelilb.le IDd untrustworthy. FPL has not carried the burden of demonstrating that the 

propoled acqubltion of Schetet is reasonable and prudent. Therefore, this issue should be left 

UDdecided u DOt ripe for decision by thiJ Commission. 

ISSUEl 

DOES FPL, AS AN INDIVIDUAL UTILITY 
INTERCONNECI'ED Wlni TilE STATEWIDE 

GRID, EXHIBIT A NEED FOR TilE ADDITIONAL 

CAPACITY PROVIDm BY SCHERER UNIT 4? 

No poaltlon. 

12 
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ISSUE3 

IS THE CAPACITY TO BE PROVIDED BY TilE 
PURCHASE OF SCHERER UNIT 4 REASONABLY 

CONSISTENT WI1H 1BE NEEDS OF PENINSULAR 
FLORIDA, TAKING INTO CONSIDERATION 

TIMING, IMPACTS ON mE RELIABll..ITY AND 
INTEGRITY OF TilE PENINSULAR FLORIDA 
GRID, COST, FUEL DIVERSITY AND OTHER 

RELEVANT FACTORS? 

No. 11te pun:hase of Scherer Unit 4 has not been demonstrated 1o be the most cost 

effective mans of providing capacity to FPL rate payers. While additional capacity appears lo 

be warranted, the method by which the capacity should be acquired remains unanswered. The 

purcbue of Scbela' Unit 4 is not shown 1o be the best method for meeting this capacity 

n:quirement, which mi&ht be more effectively met by in-state facilities such as Nassau's plant 

near Jacboaville, the Marti4 IOCC unit or the purchase of power under a UPS with Southern 

Company Services. Unfortunately, the very flawed analysis by FPL has not demonstrated which 

of tbe altCmalives should be selected. However, the analysis performed by Public Counsei;s 

Mr. Bartell indicalel that the purchase of Scherer 4 is not the most cost effective method based 

011 tbe !acomplete information available to the Commission today. TR 882- 883. 

Addidonally, the reliability of the unit and other similar factors cannot be evaluated at 

thii time in li&ht of tbe fact that the final agreements regarding unit operation, operator 

incentives and othei detailed information is not available. These matters, at the time of the 

bearlna, appeared to be ltill within the negotiations of the parties. TR 363 - 364. At best they 

were Ia draft form. Neither the intervenors nor the Commission staff could do more than 

IJM'C'tdlte 011 what thole parameters mi&ht do to affect such issues as availability. We also feel 

that tbe fact that FPL is proposing that it be a majority owner of unit at a four unit complex with 

leYCra1 other OWDCl1 adds complexity 1o the issue of reliability. Wbat happens if thele is an 
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emiuioo violldnn out of the common stack that Scherer 4 shares with Scherer 3? What happens 

Ia FPL Ia addled with a bad fuel decision that is forced upon it because it is a minority intezest 

boJclea' iD tbe entire Scheler complex. Mr. Cepero testified that fuel decisions were to be joint, 

that other companies have I110J'e votes than does FPL and that the level at which the plant is run, 

at lcut foi' the fiat few yean would be Georgia Power'a- not FPL's. TR 37.5, 364. 'lbere is 

no evideace that theae very real risb have not been evaluated by FPL. The impact upon the 

FPL rate .-ycr is unknown, causing a decision about the Scherer acquisition to be speculative 

and bued upon supposition. 

ISSUE4 

BOW WILL mE PROPOSED PURCHASE OF 
SCHERER UNIT 4 AFFECT mE RELIABILITY 

AND INTEGRITY OF FPL's ELECTRIC SYSTEM? 

When a company purchasea large quantities of power from a neighboring system, the 

pun:hue clec:reuea the amount of power that might otherwise be available during times of 

emeqency in tbe future. The proposed purchase of Scherer 4 has not been shown by competent 

evideftce to improve the reliability and integrity of FPL's electric system. FPL presented only 

beanay evideftce to support its contention that it could not negotiate with Jacksonville Electric 

Authority for additiooal transmission capacity. In fact, the FPL employee who was the person 

wbo wu enpacd in n~otiationl with JBA - a Mr. Lock - was not even a witness for FPL in 

thele proceedings. TR 114. Therefore, the only evidence supporting FPL in this contention is 

in the fOrm of What tued to be called •double hearsay• - the testimony of someone who had 

heard IOIDdb1na from someone else. As the Commission is well aware, while hearsay is not, 

per IC, lntcJmi•ble in an idministrative hearing, it cannot form the sole basis upon which the 

Conun1uioa can reach a decision. Fla. Stats. §120 . .58(l)(a). Furthermore, the evidence from 

14 



I 
I 
I 
I 
I 
I 
.I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

,. 

PPL's Mr. Woody revealed that the west Florida SOO leV project with Florida Power 

CorporadoD ia DOt contingent upon the purchase of Scherer Unit 4. TR llS. 

Acldidooally, Schaer Unit 4 iJ not modem technology. The units wt -e designed and 

COGitrudiOn l;eauo in 19'74. BX 4. FPL's Mr. Cepero candidly admitted that Scherer 4 is not 

PWirJ'ially ctilfaalt from the other Schetet units in terms of basic equipment and heat rate. TR 

367- 368. One of FPL'a problems over the past years is that it has failed to adopt an effective 

power paaatioa program that incorporated c:oa1 as a principal fuel. Now, however, FPL is 

CCJDiiderinl the purchue of 1974 technology, 42S or more miles from its load center. FPL 

coaceda that the load losseS from Scherer 4 to its territory will approach 9~. The Commission 

may wish to enc:ourqe FPL to revisit whether it should consider the dated technology 

~led by Scherer 4. 

ISSUES 

HOW WU..L mE PROPOSED PURCHASE OF 
SCHERER UNIT 4 AFFECT mE ADEQUACY 

OF 1BE FUEL DIVERSITY FOR FPL's SYSTEM? 

The proposed purchue of Scherer Unit 4 will provide no better fuel diversity for FPL 

thaD would tbe Scherer UPS option or any other option fueled by coal. Therefore, there would 

be 110 implovemalt ralimd by this proposed acquisition. Several of the alternatives reviewed 

by PPL IDcluded tbe ~ of coal u a fuel in the projects, most especially including the Scherer 

UPS optioo. This optiOo taka power from the Southern Company System that is fundamentally 

a COil-fired C1ecttic udUty antaD· Despite the fact that FPL lists such •coal by wire• power 

purdluea ill Jtl &eneration mix data under the heading of •purchased power•, this does not alter 

the fact that auch a purchue would constitute coal fued eeneration and therefore provides an 

tmprovement to the fuel divenity of PPL equal to that of the purchase of Scherer Unit 4. 
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JSSUE6 

HAS FPL REASONABLY CONSIDERED ALTER
NATIVE SUPPLY SIDE SOURCES OF CAPACITY? 

No. 1be ~ pwdwc is not the best cost alternative for meeting the generation 

Rqubemcida of PPL. The studies performed by the company to determine the best cost 

alterDatlve are flawed. When corrected for error, !he studies demonstrate that the purchase of 

Schaer Unl14 il not the best cost supply side option. Taking into account the tremendous bias 

found iii the itudies of tbe alternative sources for power, it is simply not clear at this time what 

lJ tbe best opdon for PPL. Only after carefully correcting the type of study performed by FPL 

foe lUCia obvious biasin& assumptions u the fuel escalation, the depreciation, 0 & M escalation 

and buic fuel coati could this Commission be presented with sufficient facts to come to a 

coaclUiioa 11 to wbida oftbe options available to FPL is the most cost effective. However, 

becau1e of tbe bJu fQUDd in the analysis presented by FPL, the Commission should consider 

c:alliDI in alternative analysts, such u an independent consulting firm selected by the 

Commlulon, to perform an unbiased and reasonable analysis of the options available to FPL. 

ISSUE7 

DOES FPL't POWER SUPPLY PLAN REASONABLY 
CONSIDER 1BE ABILITY OF CONSERVATION 
OR OTHER DEMAND SIDE ALTERNATIVES TO 

MITIGATE TilE NEED FOR mE CAPACITY 
REPRESENTED BY 11IE PURCHASE OF SCHERER 

UNIT4? 

No. PPL hu DOt yet initiated sufficient incentives or demand side management toward 

lbapiaa ita 10M curvea, both from a demand and energy perspective. Such incentives could 

iaclude olf-piU load iDceotiva, aucb u off-peak thermal storage and other similar measures 
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tbal would reduce FPL'a peak load. The record in this case does not demonstrate adequate 

effortl 011 tbe part of PPL in this area. 

· ISSUE 8 

IS 1BE PURCHASE OF SCHERER UNIT 4 mE 
MOST COST-EFFECTIVE MEANS OF MEETING 

FPils CAPACITY NEEDS, TAKING INTO ACCOUNT 
RISK FACI'ORS THAT ARE PART OF mE COST

EFFECTIVENESS ANALYSIS? 

No. FPL has not yet initiated sufficient incentive~ or demand side management toward 

tbapiDa ita k.t curves, both from a demand and energy perspective. Additionally, tbe proposed 

purcbae li DOt the belt cost alternative for meeting the generation requirements of FPL, which 

... not appara~dy carefully considered additional peaking generation. The proposed acquisition 

doel DOt improve the transmission risb currently attendant to tbe current purchase of •coa1 by 

wire•. 

It Ia not entirely clear from tbe record before the Commission just what is the ~t 

alternative for PPL to meet ita capacity needs. However, the record before the Commission in 

this matter does clearly indicate that tbe best alternative is not the purchase of Scherer Unit 4. 

After conectin& for errors in tbe atudiet provided by FPL, the best known alternative at this 

time ia tbe Scbelet UPS option by nearly $20,000,000. TR 883. This should not imply that this 

Ia tbe oaly aiCCrnalive better than tbe Scherer purchase option, however. The data provided to 

date by PPL ii 10 flawed, particularly in the areas of escalation and fud costs, that a valid 

aaalyala of tbe other Options is not available at this time. TR 882 - 883. 

17 



I 
I 
I 
I 
I 
I 
I 
·I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

ISSUE 9 

WDL FPL BE ABLE TO DELIVER ELECTRICITY 
F.ROM SCHERER UNIT NO.4 TO ITS LOAD 
CENTERS IN THE SAME TIME FRAMES IN 

WHICH IT IS PROPOSING TO ADD INVESTMENT 
TO RATE BASE1 

No position. 

ISSUE 10 

IF ANY TRANSMISSION FACILITIFS AND/OR 
UPGRADES ARE REQUIRED TO ACCOMMODATE 

11IE PURCHASES OF ENERGY AND CAPACITY 
ALREADY UNDER CONTRACT TO FPL AND THE 
PROPOSED SCHERER PURCHASE, WHAT IS THE 

COST OF SUCH TRANSMISSION FACILITIF.S 
AND/OR UPGRADES AND WHO WILL BEAR 

SUCBCOST1 

No position. 

ISSUE 11 

ARE THE FUEL SUPPLY AND TRANSPORTATION 
COSTS PRESENTED IN FPL's ECONOMIC 

ANALYSIS FOR SCHERER UNIT 4 REASONABLE 
AND PRUDENT1 

Tlie lbldy ~ by FPL to support its claim that the Scherer purchase option is the 

111J*iQr option c:ootalDI numerous flaws. These flaws include the use of inconsistent 

eiclhdm &clor for the Martin IOCC option (at an average annual rate of 7.1S%) is 43% 

....- tblll the factor Uled for the Scherer purchase option evaluation. EX 23, line 2S. The 

fuel e~e~tldon &ctor for the standard offer options at S.60% is over 12% greater than the figure 

Uled iD tbe Sdla:er purcbue option. Id. 
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FPL'a Mr. Silva also suggests that FPL can purchase coal at Scherer Unil4, for $7.00 

or 11101e pet loG cheaper than Southern Company Se.rvices, •one of the largest coal buyers 

anywhere• (TR 943] and a company that purchases over 40,000,000 tons of coal each year. TR 

946. See BX 23 at linea 23 and 24. FPL maice.s this ridiculous claim in the face of the fact that 

FPL wiD uae ~ Powel' (Southern Company) as its procurement agents, will use the 

Oeoqia Power rail contract to carry the coal, and will take the coal to the same unit that 

Gecqia Power wouJd otberwiJe be the procuring agent. TR 374, 373, 375, 3'n - 378. The 

xault of thll usumptlon that PPL can purchase coal at Scherer so much more cheaply than 

Gecqia Power and Southern Company has camed FPL to build in a fuel cost for the Scherer 

pun:bue evaluation that iJ 13 ~ higher than that used for the Scherer purchase option evaluation. 

In li&bt of tbe tremendous importance of fuel in the overall cost of producing power [TR 434.], 

tbe implk:atioiill of thit decision by FPL is obvious. This is the type of prejudicial and obviously 

inteotioaal Ddarepresentations on the part of FPL that caused Public Counsel's Mr. Bartels to 

teltify tbat the costs UJed in the UPS evaluation were overstated and that the inconsistencies 

fOUDd ill tbe FPL assumptions have prejudiced the evaluation. TR 874, 875. 

Jn abort, nearly every assumption relating to fuel and transportation made by FPL is 

clearly intended to biu the FPL study against every option other than the Scherer purchase 

optiaa. 

Tbe fuel costs sponsored by FPL received considerable discussion during the hearings. 

ptoJecll wu particularly criticized. Public Counsel's Witness Bartels said that the methodology 

to evaluate coal pricel in competing option evaluations should be similar. TR 902 - 903. In 

fact, however, different methodologies were used to develop the fuel costs of the Martin option. 

PPL~a Mr. SUva, the bead of FPL's Fuel Department, testified that the methodology used to 
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ddi:rmiDe the project life cost of coal for the Martin option was markedly different from that 

Uled iD abe Scbau evaluations. TR 1081 - 1082. 

Tbe dift"amc:e in mdbodol()Jies resulted in a fuel escalation rate for the Martin project 

dill wu 43" paaer tbaD the etcalation rate used for the Scherer purchue option (1.1S" for 

Mlrtia VL 4.99" for Scbau purchase). According to CLG's expert witneu, H.O. Wells, this 

biat Ia abe CICIIItion ntes UJed caused the Martin option to be overstated or inflated by 

bia opinioo that the Martin coal would likely escalate at a rate slower than the Scherer coal due 

to tbe fact tbat the Martin unit did not require New Source Performance Standard coal and due 

to the fact tblt the Martin unit had more transportation options than does. Plant Scherer. TR 

949, 93,. 
1be fuU emm of the errors that result from this obvious bias can only be estimated. 

What la kDowD la tblt the errors have apparently resulted in a misrepresentation of the total cost 

of aome Of tbele projects in the hundreds of millions of dollars. TR 943. In the face of these 

erron and &be erron found in Mr. Waters materials that have been discussed above, the 

mataiab provided by FPL are seen to be entirely untrustworthy, to the extent that reliance upon 

the FPL data would amount to speculation and supposition by the Commission. 

ISSUE 1l 

DOES 1BE SCHEDULE BEING FOLWWED BY 
DIE COMMISSION IN TillS CASE AFFORD ALL 

INTERESTED PARTIES ADEQUATE OPPORTUNITY 
TO PROTECT 11IEIR INTERESTS? 

NO. 'lbe ICbedule has DOl a afforded reasonable period of time to review the material 

proYkled bJ PPL in responJC to the data inquiries of the parties in this extremely important 
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potendtl tcqUilltioa. SeYaal of the intervenors only received the information from their initial 

JUUDdl Of dilcovay cludDa the week that the hearlnp were to begin on December 11, 1990, and 

were'""""' to~ taimilttr tbal and other data made available by the time testimony wu 

oft'end Ia lbil docbt 

Pladda PowU &r; I.J&bt Company bad a distinct advantage OVCI' all interveoon and over 

ltaff to nwiew carefu11y how It would analyze thiJ opportunity to purchase Sdleru 4. FPL bad 

._IIID hid a far PJperinr opportunity to evaluate the data that iJ available. On the other hand, 

plltieiiiiCti u CLG have bad an unrasonably short time to evaluate the data from discovery 

of odarr' pirtiea, and bave bad DO opportunity to follow up on its initial discovery requests with 

.appiemelatal request~ for information that has come to light during recent depositions and 

revieW of diiCoYay documents made available to other parties in this docket. 

Ia en~~ this matter wu initiated by petition of FPL on September 28, 1990, only 6S 

clays bebe llelrinp -wae lata' ICbcduled to begin. As an example of the time burden that this 

days of leamia& tbtt the petition had been filed, and within about two weeks of its filing. 

'l"beeaftter, CLG wu panted leave to intervene on October 24, 1990, only 48 days before the 

~ wu ltaalcllcdulcd to begin. Initial discovery was initiated in early November in the 

depolidolll were tabn, one of which wu delayed until the Friday before the hearings began. 

CLO lltd virtually DO opportunity to review the documents requested by other intervenors. To 

call tbia a reuonable ICbedule would be inaccurate. This was tantamount to trying a multi

b1111oo cloUtr Jaw suit ora forty-five days notice. 

If tbe ialllat of the Com.misslon is to develop a reasonable record upon which a fair and 

uabjeled dedsion could be ttacbed and affording all parties reasonable opportunity to develop 
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Md dereDd ita polltloaa, the IChedule set and held by this Commission in thiJ docket did not 

~ene ...,_ .iataab. The parties other than FPL were clearly disadvantaged by the short 

dwdule, u wu lbown iii tbe testimony of several witnesses. See, e.g., TR 898- 902. 

ISSUE 13 

WHAT EFFECT, IF ANY, DOES 1HE SCHERER 
lJNlT 4 PURCHASE HAVE ON 11IE SOUTHERN/ 

O.ORJDA INTERFACET 

ne propoled pwcbue of Scherec 4 has not beea shown by competent evidence to 

iupove tbe reliability aod integrity of FPL's electric system. FPL presented only hearsay 

evideace to support ita contention that it could not negotiate with Jacksonville Flectric Authority 

far lddidoaal traosmiaioa capacity. In fact, the FPL employee- a Mr. Lock- who was the 

penoa wbo wu capaed in nqotialiona with JEA was not even a witness for FPL. TR 114. 

As dae Commiaioo ia well aware, while hearsay is not, per se, inadmissable in an administrative 

bearlna, it CIIIDOt form the sole buia upon which the Commission can reach a decision. Fla .. 

Stall. ll20.58(1)(a). FPVs Mr. Woody testified that the west Florida .500 kV line on which 

FPL II worldq with Florida Power Corporation is not contingent upon the Scbem' 4 purchase. 

Til 115. Acc:ordin&ly, the Scherer Unit 4 purchase is not shown by competent evidence to 

prOvide 1111J improvement to the Southern/Florida interface other than that which would result 

willa or without tbe pwdwe of the unit. 
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ISSUE 14 

UNDER WHAT CIRCUMSTANCES SHOUID 1HE 
PORTION OF 1BE PURCHASE PRICE OF ASSETS 

IN EXCESS OF BOOK VALUE (11IE • ACQ~mON 
A.D.J(JSTMEN'r) BE GIVEN •RATE BASE TREATMENT, • 

SUCH THAT AMORTIZATION MAY BE INCLUDED 
IN OPERATING EXPENSES AND 1HE UNAMORTIZED 

ACQUISmON ADJUSTMENT MAY BE INCLUDED 
IN RATE BASE? 

FPL bas not demonstrated that the purchase of Scherer 4 will provide power into Florida 

lela expensively than the alternatives. Under the circumstances, it is not demonstrated that any 

amount of mooey is appropriate for rate base treatment, and the petition should be derued. 

LEGAL ISSUES 

ISSUE 15 

SHOUlD THE COMMISSION ADDRESS IN TillS 
OOCKET TRANSMISSION ACCFSS DISPUTES TIIAT 

MAY ARISE FROM TilE SCHERER UNIT 4 
PURCHASE? 

No position. 
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ULTIMATE ISSUES 

ISSUE 16 

IS 1BE PURCHASE OF AN UNDIVJDFJ) OWNERSHIP 
INT.EREST IN SCHERER UNIT NO. 4 A REASONABLE 

AND PRUDDIT INVFS'IMENT NECESSARY TO 
ENABLE FPL TO MEET ITS FORECAST 1~ 

SYSTEM WAD REQUIREMENTS? 

No. AJ has been demonstrated in the preceding issue discussions, FPL has not provided 

suf'6deftt credible evidence to support its contention that the petition should be granted. The 

ltudiel which FPL would have the Commission rely upon have been demonstrated to contain 

both erron lOCI intentional bias, causing the studies and all resulting analyses to be without 

c:redibllity. Additionally, there is no reason for the Commission to proceed in this matter before 

leeina the final documents agreed to by and between PPL and GPC. The Commission is aware 

of tbe JeVenl changes that were required to the documents originally sponsored by FPL's Mr. 

Waten u a rault of the changes in the pending deal which resulted during the negotiations that 

have been oo-&oina between FPL and GPC. The Commission would be required to enter its 

order 011 supjJositioo aDd speculation, and this should be avoided. Iamjami Trail Tours. Inc. 

y. Bevia, 299 So.2d 22 (Fla 1974). 

ISSUE 17 

SBOtJI.D FPL BE AUTIIORIZED TO INCLUDE TilE 
PURCHASE OF PRICE OF ITS UNDIVIDED SHARE 

OF SCHERER UNIT 4, INCLUDING TilE ACQUI
SMON ADJUSTMENT, IN RATE BASE? 

FPC lbou1d not be encourqed in any manner to purchase Scherer Un!t 4. It stands to 

reuoo, tbaefore, that the Commission should not reach this issue, and should instead find that 
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FPL lliled to provide sufficient credible evidence to support the petition of FPL, which should 

ISSUE II 

IN 1BE :EVJrNT FPL'• PEI1110N IS APPROVED, 
SHOULD 1HE COMMISSION IMPOSE GUARANTEE 

REQUIREMENTS ON THE ELECTRICAL OUTPUT OF 
1BE UNIT MID DELIVERY TO FPL AND LIMIT 

THE AMOUNT OF TOTAL INVESTMENT, OPERA
TION AND MAINTENANCE EXPENSES AND FUEL 

COSTS 1UAT WILL BE ALLOWED FOR RECOVERY 
111ROUGH RATES? 

Yea. CLG ldopta by reference the argument of Public Counsel on this issue. 

CONCLUSION 

PPL bu not carried the burden of proof to demonstrate that the proposed acquisition is 

iD the bat iDaati of ita rare payt;r~. The data submitted by FPL contains so many biased 

odler tbln die dada1 of the petition of FPL for the relief requested. H the Commission was to 

nale oa tbe petition ll tb1l time by doing other than delaying or denying the petition, such action 

would be lanflmount to reachinJ a decision upon supposition and speculation, in light of the 

tremendoul amount Of r.cton that are virtual unknowns. The factors are unknown becaUJe at 

the dlile of lbe ~ there was no definitive agreement between FPL and the saJers of 

Scbaet Unit 4 whida ~ forth the rights and responsibilities of the parties to that proposed 

1be ~ or FPL In thiJ matter ought to be denied. 
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