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S T E E L 1  
H E C T O R  
a D A V  I S 
I M T E R N A T I U  N A L "  

October 18,2004 

-VIA ELECTRONIC FILXNG AND U.S. MAIL-. 

Steel Hector L Davis U P  
200 South Biscayne Boulevard 
Suite 4000 
Mlaml, FL 33131-2398 
305577.7000 
305.577.7061 Fax 
wsteelhecbr.cam 

John T. Butler 
305.577.2939 , 

jbutIe@steelhector.com 

Blanca S .  Bay6 
Director, Commission Clerk and Administrative Services 
Floiida Public Service Conmission 
2540 Shumard Oak Blvd. 
Talldmsee, FL 32399-0850 

Re: 

Dear Ms. Bay& 

1 an enclosing for electronic filing in fie above docket Florida Power & Light 
Company's Prehearing Stateinent. I: will send you with the laad copy of t h i s  letter a diskette 
con-tahing the electronic version of said Response. The diskette is ED density, the operating 
system is Windows XI', and the word processing s o f t ~ a e  in which the document appears is 
Word 2000. 

If there a3'e m y  questions regarding this tmns~ttal, please contact m e  at 305-577-2939. 

Emlosues 
cc: Couuel for Parties of Record (w/encl.) 

Miami W e d  Palm Beach Tallahassee Naples Key West London Caracas S o  Paul0 Rto de Janeiro 



BEFOm THE F’LOWDA PUBLIC SERWCE COMMISSQN 

IN RE: Fuel and Pwclzased Power ) DOCKET NO. O4OOOl-131 
Cost Recovery Clause and 1 FILED; OCTOBER 18,2004 
Generating Peifomiance 1 .  
hcentive Factor ’ 1 

’ FLORIDA POWER 62 LIGHT COMPANY’S’ 
P m m A m G  STATEMENT 

Pursuant to Order No. PSC-04-0161-PGO-E1, issued February 17, 2004 
establisli.ng the phearjng procedure in this docket (the “Order Establishing 
Procedure”), Florida Power & Light Company (“FPL”) hereby submits its Prehearing 
Stateinent . 
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C. STATEMENT OF BASK POSITION 

Nolle 11ecesssa.y. 

FPL: 

ISSUE 3: 

F P h  

yssm 4: 

FPL: 

ISSUE 5: 

FPL: 

ISSUIE 6; 

WL: 

'ISSUE 7: 

I 
I D. STATEMENT OF rssum AND POSITIONS 
I 

FUEL ADJUSTmm ISSUES 

f S S m  1: 

I PPL: 
I 
I ISSUE 2: 
! 

What me the ap1xopiate find fuel adjustment true-up mounts for the 
period January, 2003 thougli December, 2003? 

$41,808,676 over-recovei'. @UBm) 

What are the appropriate estimateflactual fuel adjustnlient tme-up amamts 
for 'the period Ja~imry, 2004 through December 2004? 

$1 82,196,299 under-recovely. (DUBIN) 

Wliat are die appropriate total fuel adjustment kne-uil anounts to be 
collectdrehided fiom Jmusuy, 2005 tlxougli December, 2005? 

$140,387,623 uuder-recovery. (DUBIN) 

What is the appropriate revenue tax factor to be applied in calculating each 
hivestor-owned elec~ic utility's levelized fie1 factor fix the projection 
period January, 2005 though December, 20051 

1.01597. (DUBM) 

What are the appropriate projected net fuel and purchased power cost 
recovery mounts to be included for the period Januy, 2005 through 
December, 2005? 

..- 
$3,926,412,793. @ U S v  

What me t l ~  appropriate leveljzed fuel cost recovery factors for the period 
Ja&ry, 2005 through December, 2005? 

What are the appropriate fuel recovery line loss mdtipliers to be used in 
calculating the fuel cost recovery factors charged to each rate 
classidelivery voltage level class? 
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PPL: The appropriate Fuel Cost Recovery Loss Multipliers are provided in 
response to Issue No. 8. (DUBIN) 

What are the appropriate h e 1  cost recovery factors for each' rate 
class/delivery voltage level class adjusted far h e  losses? 

ISSUE 8: 

FPL: 
FUEL 

rnC0WRY 
LOSS 

MULTIPLIER 

AVEMGE 
FACTOR 

RATE SCmDULE GROUP 

A RS- I ,GS-l ,SI2 
A-1 * SL-1 ,OL-l ,PL-I 
B GSD-1 
C GSLD-1 & CS-1 
D GSLD-2,CS-2,OS-2 & 

E OSLD-3 & cs-3 
ON-PEAK. AND 84% OFF- 

MET 

WEIGHTED AVERAGE 16% 

PEAK 

4.ooi 
3.949 
4.00 1 
4.001 
4.001 

1.0020 1 
1.00201 
1 .00194 
1.00097 
99390 

4.009 
3.957 
4.008 
4.004 
3.976 

4.001. 

TIME OF USE 
RATES 

GROUP U T E  SCHEDULE AVEUGE 
FACTOR 

FUEL 
RECOWRY 

LOSS 
MULTIPLIER 

FUBL 
RECOVERY 

FACTOR 

RST-1 ,GST-1 
ON-PEAK 
OFF-PEAK 
GSDT-1 ,CILC-l (G) 
ON-PEAK 
OFF-PEAK 
GSL,DT-l& CST-1 
ON-PEAK. 
OFF-PEAK 
GSLDT-2 & CST-2 
ON-PEAK 
OFF-PEAK 

A 
. .-- 4.254 

3.900 
1.00201 
1.00201 

4,246 
3.892 

B 
4.254 
3.900 

4.246 
3.892 

1.00194 
1.00194 

c 
4.250 
3.896 

4.246 
3.892 

,99513 
.99513 

4,225 
3 373 

4.246 
3.892 
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E GSLDT-3,CST-3 
CILC-1 (T)&ISST-l(") 
ON-PEAK 
OFF-PEAK 

F 

.Icssm 9: 

CILC-I(D) & 
IS ST- 1, (p) 
ON-PEAK. 
OFF-PEAK 

4.246 
3 A92 

4.246 
3.892 

95678 
,95678 

,99349 
.99349 

4.062 
3.724 

4;2 I 8 
3.867 

Witit should be the effective date of the fuel adjustment charge and 
capacity cost recovery charge for billing puposes? 

FPL: The Company i s  requesting that the new Fuel Cast Recovery and Capacity 
Cost Recoveiy Factors slmuld become effective with customer bills for 
Jmuw 2005 through December 2005 (cycle day 3 through cycle day 2). 
Billing cycles m y  start befoi-e Jmuaty I, 2095, and the last cycle may be 
read &er December 31, 2005, so that each customer i s  billed for twelve 
consecutive month regardIess of wlieii the adjustment factor became 
effective, ('DUBIN) 

ISSUE 10:> Wiat are the appropriate actual beiichmark levels €or calendar year 2004 
fox gains on nonhsepmted wholesale energy sales eligible for a 
shareholder incentive? 

FPL: $15,133,577. (DUBW 

ISSUE 51: m a t  are the appropiiate estimated benchmark levels for calendar yea  
2005 for gains on non-separated wliolesale energy sales eligible for a 
shareholder incentive? 

FPL: $13,270,095 subject to adjustments hi the 2004 final true-up filing to 
include all actual data €or the year 2004, (DUBIN) 

ISSUE12: Should each investor-owned utility be required to report its capacity 
charges and costs, estimated md actnd, fir wldesde capacity sales and 
puisclzases in a schedule similar in format to Schedules E-6, A-6, E-7, A 4 ,  
E-8, A-8, E-9, NK! A-9? 
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FPL: 

ISSUE 14A: 

FPL; 

ISSUE 146: 

FPL: 

ISSUE i4C: 

Yes. FPL does not oppose providing this additional idormation and has 
done so fur the last several yews through the discovery process. (DUBN) 

I?LQRTPA POWER & LIGHT ISSUES 

Should the Commission defer all issues related to the purchased power 
agreements between FPL and Southem Compmy to a separate docket? 

No. The Scherer, Harris and Franklin contracts between FPL mid Southern 
Conipmy (PPAs) are intended to replace WL’s exiskg UPS Agreement. 
They present a unique opportunity for FPL and its customers that codd be 
missed. if the Commissioii’s action in t h i s  regard is ’ delayed, and they 
represent the iuost beneficial way for FPL to neet  its power supply 
requiremenls iii the 20 10-2015 period. The cost aftlie PPAs is reasonable 
hi comparison to the nlsu;cet alternatives. As noted hi FPL’s response to 
Issue 14C, the PPAs provide FPL wi-ti, among other benefits, the best 
opportunity to roll over existing bmnissioii rights iato the Southeastern 
Electric Reliability Coimcil region, which lights provide important 
benefits to FPL‘s customers. The resowce options that underlie the PPAs 
me bejlig inarketed today for the 20 10 - 20 1 5 t ime fiame. ( I W m N )  

If ffie Coinnlission does not defer all. issues related to the pwcbed.power 
agreeineiits to a separate docket, sliould ibe Comnission require FPL to 
explore altermtives in the wholesale market p~ior to seeking approval of 
the purchased power agreeinents? 

To preserve for its custoniers benefits associated with the existing UPS 
Agreement, FPL in fact did explore the relevait wholesale alternatives. 
The cost of tlie contracts is reasonable in cornparisoii to the inaket 
alternatives. Moreover, a decision that requires ,FPL to explore otlza 
wholesale alternatives hi advance ai‘ seeking approval ofthe PPAs has the 
smie effect as a decision to  defer tlie issues for consideration 111 anoher 

loss o f  the  oplmhuiity to preserve customer benefits .of the exisling U P S  
Agreement upon its expiration in 20 1 0. (HARTMAN) 

docket as indicated in FPL’s response to Issue MA, nmiiely, the probable I *  

Should the Coiiunission approve coiltracts between FPL and subsidiaries 
of the Southern Coiupauy for the puc.lase o f  power during the period 
2010-2015 froin Scherer Unit 3, Haits Unit 1 and Franklin Unit 1 (the 
“Sclierer, H a n s  and Fraddin Coiitracts”) for cost recovery through the 
he1 and purchased power cost recovery clause and the capacity cost 
recovery clause? 
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FPL: Yes. The Sclierer, Hartis and Franklin Contracts (referred to as PPAs in 
Issues 14A and 14B) represent the most beneficial way foj: FPL to meet its 
power supply requirement$ in the  2010-2015 pried, The cost of the 
contracts i s  reasonable in conqmison to the market alternatives. 

The ‘Scherer, 13anis and Franklin Contracts replace the energy and 930 
MW of total capacity currellily being abtahed though FPL’s Unit Power 
Sales Agreenicnt with snbsidiaries of t he  Southern Conipmy, which 
expires 011 May 3 1,20 10. ”he $cherer, IJaii<s and Fi-aikh Contracts me 
intended to provide a meclianisnl for FPL and i t s  customers to continue to 
receive benefits from importing Southern Company power througl~ the end 
of 2015, benefits that otherwise will end in mid-2010. One of those . 
beliefits is positioning FPL to coiztinue its culrent fin1 t.l.aslSmission rights 
wit% the Soutlzem Compa1y service teiiitoiy. Other benefits include: (i) 
a reduction in energy price volatility due to the fii’ni coal. component of the 
confmcts; (ii) ~ i e  ability to purchase low cost base load energy from the 
Southeastern Electric Reliability Coiuicil region during off-peak periods; 
(iii) an increase in FPL’s system reliability because the power purchased 
under the csiitracts is generated outside Florida and because natural gas 
for the gas-fired Harris and Eranldh units is delivered from an pipeline 
that is independent o f  the two that serve FPL’s plmts; md (iv) the 
oppoitunity to broaden the range of generation options that FPL can 
consider for 2015 and beyand, as opposed to an accelerated coiru-ni~ent 
to additional n i a l  gas generation in 20 10. (HARTMAN) 

ISSUE 1s: 

FPL: 

ISSUE 19: 

FPL: 

miat is the appropriate geiieratbn perfoimmce incentive factor (GPIF) 
rewqrd or penalty for perfixmawe achieved during the peiiod Ja_llu;u.y, 
2003 k o u g h  December, 2003 for each hivestor-owned electric utility 
subject to the GPP?’ 

$6,615,282 reward. (SOWELITTER) 

, 3  What should the GPIF targeth-anges be far the period January, 2005 
through December, 2005 for each iiivestor-owned electric utility subject to 
the GP’ZF? 

The targets and ranges should be as set forth in the Testimoiiy and 
Exhibits of I?. Somelitter kcludlng the, followiiig: 

7 



P L A N T N T  

LAUDERDA3;E 4 
LAUDERDALE 5 
MANATEE 1 
MANATEE 2 
M A R r n l .  
MARTIN 2 
MARTIN 3 
MARTIN 4 
scmmR.4 
ST. LUCIE Z 
ST. LUCIE 2 
T W Y  POINT 3 
TUIEKEY POINT 4 

E N  TARGET (%) 

92.7 
75.5 
74.6 
96.0 
76.0 
92.9 
92.2 
92.5 
95 -5 
77.2 
93.6 
93.6 
75.3 

IXEAT RATE EEL 
TARGET 

(BTUKWH) 

7,5 15 
731 1 

10,274 
10,248 
9,994 
9,964 
6,977 
6,926 

10,151 
10,846 
10,866 
11,043 
11,078 

(SONNELITTER) 

GENERIC CAPACITY COST RECOVERY FACTOR ISSmS 

ISSUE 24: What arc the appropriate final capacity costxecovery t~w-up mounts faor 
the period January, 2003 though December, 2003? 

m];: $7,050,083 under- recovery. (DUBIN) 

$XW'E 25: What are the appropriate estirnateflactual capacity cost recovery true-up 
amounts for tlie period Jmwy, 2004 through December, 20041 

FPL: $73,892,873 under-recovery. (DUBIN) 

ISSUE 26: Wmt are the appropriate total capacity cost recovery true-up amoru'lts to 
be collectedrefbnded during the period Jmuary, 2005 tlmugh December, 
20051 

WL: $80,942,956 under-recovery. (DUBIN) 

l[sf3UlT,:7: What are the appropriate projected net purchased power capacity cost 
recovery an~omts to be iiicluded in the recovery factor for tIie period 
Jmuay, 2005 through December, 2005? 

FPL: $663,254,0 10 (DUBnr> 
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ISSUE 28: 

FTL: 

I$SUE 29: 

FPL: 

What are the appropriate jurisdictiold separation factors to be applied to 
deteiinhe the capacity costs to be recowxed during the period January, 
2005 through December, 2005? 

The appropriate jurisdictioual separation factors are: 
FPSC 98.63289% 
FBRC 1.36711% (DUEIIN) 

What me the appropriate capacity cost recovery factors for tlie period 
Jmuary, 2005 though December, 20051 

RATE CLASS 

4 

'RSIIRSTl 
GSI/GSTl 

' GSDlIGSDTl 
OS2 
GSLDlIGSLDTI/CSl 
/CST1 
GSLD21GSLDT21C S2 
/csn 
GSLD3/GSLDT3/C S3 
/CST3 
CILCD/CILCG 
CILCT 
NET 
OLI/SLl/PLl 
SL2 

R.ATl3 CLASS 

ISSTlD 
SSTlT 

IS ST 1 D3 
ISSTXT 

' SSTlDlISSTlD2 

CARACITY RECOVERY 
FACTOR ($KW) 

" 

2.66 

2.68 
c 

2.62 

2.68 

2.80 
2.76 
2.7.7 
t 

b 

CAPACITY RECOVERY 
FACTOR (RESERVATION 
DEMAND CHARGE)($/KW) 

.34 

.32 

.34 

.32 

CAPACITY RECOVERY 
FACTOR ($/ICW) 

.00739 
00671' 

.00501 
- 
- 

,00128 
,00485 

CAPACITY RECOVERY 

DEMAND CHARGE) ($/KW) 
FACTOR. (SUM OF DAILY .P 

-16 
.15 
.lG 

.15 
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ISSUE 33.A: Are Florida Power & Light’s actual and projected expenses. for 2003 
through 2005 for its post-September I 1 2001, security lneasures 
reasonable for cost recovery p q m e s ?  . . I  

FBI,: Yes. All the post-September 11, 2001. security costs that FPL is seeking 
recovery for are incremend and are required by NRC OrdeTs, Maritime 
Trmportation Secwity Act (33 CFR lOS), Coast Gwrd Rule andJ or 
recommendations from the Department of Homelmd Security authoiities. 
( W T Z O G / D U B N  

E. 

G. 

i 

I. 

J, 

STATEMENT OF LEG& ISSmS AND POSITIONS 

FPL: Nolie at this time. 

STATEMENT OF romx ISSUES ANI) POSITIONS 

PPI,: None at th is t h e .  

STWULATED ISSUES 

PPL: None at this time. 

FENDING MOTIONS 

F’PL has no outstaslding motions at this tiiue. 

Floiida Power & Light Company’s Request for Confidential Classification of 
Hedging Infoiinzltian ( l h x m i e i i t  GY-1) filed on April 20,2004, Power Purchase 
Contract Tnformation (Docume~~t~ TLI34, TLH-2 and TLH-3) fded on September 
9, 2004, and for specified responses to S W s  Second Set of lnterrogato~ies filed 
on October 15,2004 are peiiding. FPL anticipates that it may file htl ier requests 
for confidential classification with respect to responses to other discovery requests 
that are pending. 

There are no requirements of the Order Establishing Procedure with whkh FPL 
cannot con1ply. 

013JECTIONS TO A WITNESS’ QUALIFICATION AS AN EXPERT 

Pending the depositions of FXPUG’s witnesses Kerrick Knauth and Miclmel F. 
Vogt and witness David E, Disinukes who sublnitted testimony co-sponsored by 



FIPUG, Thoinas K. Ch~u-buck and Power Systems Mfg., LLC], and the 
completion o f  discovery, FPL reserves its right to  object to Mr. ICnauWs, Mr. 

’ VagVs andlor h k  Disinulces’ qualifications as an expert. 

Respecfilly submitted, 

R Wade LitcMleld, Esq. 
Senior ACtoxney 
Florida Power & Liglit Coiqmny 
700 Universe Boulevard. . 
Julio Beach, Florida 334084420 
Tdeplmne: (56 1) 69 1-710 1 

STEEL HECTOR & DAVIS LLP 
200 South Biscayne Boulevard 
Suite 4000 
Miami, Florida 33 13 1-23 98 

Attorneys for Florida Power 

. 

Telepho~l~ (305) 577-2939 

85 Light Co1npany 

ida Ba NO, 283479 7 

. .,- 
I 

I ’  
I 

I At the h e  of this filing, neither Thomas ]E;. Churbuck liar Power 
Systems, Mg., has been granted staiding to intervene in this proceeding. 
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CERTIFICATE OF SERVICE 
Docket No. 04000X-E1 

I: HEREBY CERTW that a hue and coiwct. COPY of the foregoing has heen 
h ~ s h e d  by electronic dolivery and United States Mail on the 18'' day of October, 2004, 
to the following: 

Adllieme Vinhg, Esq. 
Division of Legal Services 
Florida Public Service Comudission 
2540 $l~umard Oak 131vd. 
Tahhassee, Floyida 323 99-0850 

Lee L. Willis, Esq. 
James D. Beasley, Esq. 
Ausley & McMullen 
Attorneys for Tampa Electric 
P.O. Box 391 
Tallahassee, Florida 323 02 

Joseph A. McGlotHill, Esq. 
Vicki Gordon K a u m  Esq. 
McMirter, Reeves, McGloWb, 

Davidson, et al. 
Attorneys for FPUG 
1.17 South Gadsden Street 
Tallahassee, Florida 323 0 1 

John W. McWlirter, Jr., Esq. 
Mcwfiirter, Reeves, McGlotMh, 

Davidson, et al., 
. Attorneys for FIPUG 

P.O. Box 3350 
Tampa, Florida 33602 

Pab+ia A. Cluistensen, Esq. 
Office of Public Counsel I 

c/o The Florida Legislature 
I 11 West Mdsou Street, Room 812 
Tallahassee, Fhida 323 99 

James A.. McGee, Esq. 
Progress Epergy Florida, hic. 
p:o. Box 14042 
St. Petenburg, Florida 33733 

Norman H. Bolton, Esq. 
Floyd R. Self, Esq. 
Messer, Capmello & Self 
AtLorneys for FPUC 
215 South Moilroe Street, Suite 701 
Tallahassee, .Florida 32302-055 1 

JeBey AI Stone,, Esq. 
Russell A. Baddex-s, Esq. 
Beggs & Lane 
Attorneys for Gulf Power 
P.0. Box 12950 
Peiisacola, Florida 32576-2950 
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