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1 Q. 

2 A. 
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DOCD'l' 110. q DO 1 '\ lo- G: ..L 

SBPTBKBIR 28, 1990 

Pl ... • atate your naa• and buain••• address. 

My name ia c. o. Woody. My business address. is 700 

3 Universe Blvd., Juno Beach, Florida 33408. 

4 

5 0· 

6 A. 

Wbo ia your e.ployer and what poaition do you ho141 

I am employed by Florida Power & Light Company (FPL) as 

7 Executive Vice President-Corporate Energy Supply. 

8 

9 Q. Ple&8e deacribe ~ our re•ponaibilitiea in that position. 

10 A. I am responsible tor the planning, construction, and 

11 operation ot FPL's generation and transmission system. 

12 1'hia inclu<Sea all aspects ot power generation (except 

13 nuclear activities) and transmission. Developing a 

14 ayata-wide plan tor providing adequate, reliable service 

15 at a reaaonable coat to the customer is a part of the 

16 planning functions under my res ponsibility. 
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Pleaae au-eerise your baokqroun4 and ezperience. 

My undergraduate studies were in Electronic Technology. 

I have aubsequently received a Master's Degree in 

Business Administration from the University of Miami. I 

have alao qraduated from the Harvard Business School 

Program for Management Development. 

I have been employed by FPL since 1956, starting at an 

entry level position at the Miami Beach Plant. I held 

positions in plant operations, electrical maintenance, 

and as Plant Superintendent prior to moving to the 

corporate office in 1973 in a management position in th 

Power Reaources Department. From 1976 to 1987, I held 

senior aanagement positions in the area of nuclear 

opera tiona, including th..t posi tiona of Manager, Director, 

Vice President and Group Vice President. In 1987, I was 

elected to my present position as Executive Vice 

Preaident, reaponaible for corporate energy supply. 

I waa aaaociated with the Electric Power Research 

Inatitute (EPRI) from 1980 to 1986, serving on the 

Raaearcb Advisory co .. ittee and as past chairman of the 

Nuclear Power Division ColDJilittee . I am a member of the 

Executive Board of the southeastern Electric Reliability 

Council and a member of the Engineering and Operation 
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Division Executive committee of the Southeastern Electric 

Exchange. I am also a member of the Power Generation 

Committee of the Association of Electric and Illuminating 

Companies and a member of the American Society of 

Mechanical Engineers. 

&ave you prepare4 an uhibi t in connection wi tb your 

teatiaony? 

Yes. It consists of two documents. 

Document No. 1 is a map of the FPL service area. 

Document No. 2 is the actual and projected energy 

generated by resource type for the years 

1989, 1990 and 1997. 

What ia the purpose of your teatiaony? 

The purpoae of my testimony is to provide an overview of 

the FPL system: to explain why the purchase of a share of 

Georgia Power Company's Plant Robert w.scherer Unit No. 

4 (Scherer Unit No. 4) is necessary, reasonable, and 

prudent and reprebents a unique opportunity for FPL; and 

to summarize the reasons why FPL is requesting the 

Commission's approval to include Scherer Unit No. 4's 

total purchase price, including an acquisition 

adjuataent, in FPL'a rate base. 
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•1• .. • prov14e an overview of ~PL's current ayatea. 

FPL is the principal subsidiary of FPL Group. FPL was 

incorporated in 1925 and is the fourth largest investor­

owned electric utility in the United States when measured 

by number of customers served, peak load, or total 

electric sales. It is engaged in the generation, 

transaission, distribution and sale of electric energy. 

FPL provides electric energy to all or part of 35 

counties in the state of Florida, mainly along the east 

coast and the southwest coast of our state. This servi ce 

area covers 27,650 square miles and contains an esti mated 

P.Opulation of over 5.9 million. At the local level, FPL 

provides service to its customers through five divisions 

which cover the entire service area shown on my Document 

No. 1. 

In 1980, FPL established a strategy to reduce its 

dependence on oil as a fuel. That strategy has been 

succeaaful. We reduced our oil consumption from 44.5 

million barrels in 1981 to 26.0 million barrels in 1989. 

Aa shown on my Document No. 2, a majority of our customer 

energy re~1irements in 1989 were met by a combination of 

nuclear and coal resources, with the balance generated by 

oil and gaa resources. The Scherer Unit No. 4 

acquisition that we are presenting to the Commission is 
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a coal-fired unit. The addition will help maintain a 

diverse and flexible fuel mix on our system and will 

avoid undue reliance on oil. 

Pleaae explain why •PL inten4a to purchaoe a portion of 

Scherer ODlt •o. 47 

The purchase of Scherer Unit No. 4 represents a unique 

opportunity for PPL. It meets FPL's lonq-term capacity 

needs and provides short-term benefits, while offerinq 

advantaqes not ava ilable with other alternatives. 

coul4 you au.aarise the benefit• of the proposed 

purobaae? 

There are several benefits to the proposed purchase. 

Where appropriate, benefits have been quantified in our 

econoaic analysis. 

All of our capacity addition decisions result from the 

coaprehenaive planninq process which Mr. s. s. Waters 

ducribea. 'L a results of that process demonstrate that 

PPL requires additional capacity by 1996 in order to 

continue to provide adequate and reliable service to our 

cuatoaers. Scherer Unit No. 4 is the best of all the 

altematives available, incluaive of those identified 

throuqh FPL's "Request For Power Supply Proposals" (RFP) 

5 



1 proceaa, to satisfy our capacity needs. our purchase of 

2 Scherer Unit No. 4 will be phased-in starting in 1991, as 

3 described in Mr. G. R. Cepero's testimony. Therefore, in 

4 addition to satisfying our long term capacity needs, 

5 Scherer Unit No. 4 also provides short-term benefits. 

6 Among these are: (1) a reduction of FPL's dependency on 

7 oil at an earlier date: (2) a reduction in FPL's total 

8 inveatment while locking in the price of the unit; (3) 

9 the provision of capacity needed in 1991 to allow for the 

10 upqrade of the TUrkey Point Nuclear Station emergency 

11 power system; and ( 4) a gradual increase to FPL' s 

12 capacity, thus adding flexibility to the Company's 

13 ability to adjust for changes in load conditions or 

14 construction requirements. No other alternative 

15 available to FPL can provide these benefits. 

16 

17 Scherer Unit No. 4 is an existing unit with known 

18 performance and costs. This eliminates risks associated 

19 with design, engineering, licensing, permitting, 

20 construction, and their potential for cost overruns. 

21 This r epresents a reduction in risk when compared to 

22 other generation additions, which must still be designed, 

23 engineered, licensed, constructed and operated . 

24 

25 The purchase of the unit also incl~des associated 
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emission allowances. Also, should the life of the unit 

extend beyond 30 years, as is the case with many fossil­

fired units, PPL will not have to build new capacity to 

replace it, as it would have to for a power purchase. 

Finally, the Scherer purchase will facilitate expansion 

of the Southern/Florida transmission interface. To that 

end, Southern Companies have agreed to utilize best 

efforts to negotiate with utilities in Peninsular Florida 

to expand the Southern/Florida interface to make an 

additional 500 MW of interface capability available to 

FPL. 

In summary, the proposed purchase of Scherer Unit No . 4 

will enable FPL to meet its future capacity needs, as 

well as providing short-term benefits with a new, fully 

licensed and operating unit at the most favorable cost. 

You aen~ioned al~ernativea identified through FPL'a RFP 

prooeaa. Ple~e elaborate on ~beae alternatives. 

Briefly, PPL issued this RFP in July 1989 seeking 

proposals to provide up to 800 MW of capacity with a 

preferred in-service date of 1996. Proposals from 

cogenerators, small power producers, independent power 

producers and utilities, both from outside and within the 
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State of Florida, were accepted tor consideration. FPL 

received 34 proposals totalinq 10,793 MW from 24 

different respondents. 

Mr. R. R. Denis will describe the RFP process in detail 

in his testimony. 

Will you explain how the purohaae of Scherer Unit Ho. 4 

offer• the opportunity to obtain capacity at favorable 

coat? 

Yes. Aa Mr. s. s. Waters explains, FPL has evaluated the 

varioua potential options, includinq those solicited in 

the RFP, to determine which offers the most f~vorable 

conditions and has the lowest cost. The most favorable 

option is the purchase of Scherer Unit No. 4, the aspects 

of which are discussed by Mr. G. R. Cepero. The low risk 

aasociated with obtaininq capacity from an existinq 

licensed and operatinq unit 

consideration. 

is a siqnificant 

Why are you eeekinq approval of your proposed treatment 

of the 84herer Unit •o. 4 purahaae at thia time? 

The opportunity to purchase a portion ot Scherer Unit No. 

4 is only available for a limited period of time. The 

aale ia also contingent on obtaininq requlatory 

8 
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approvals. Since the viability to FPL of this purchase 

depends on the recoqnition by this Commission of the 

purchase price in its rate base, approval of our request 

ia needed at the latest in early 1991 in order to make 

Scherer Unit No. 4 a viable option. 

In light of the conai4erationa you have 4iacussed, 

exactly what action ia J'PL aakinq this Collllllission to 

take? 

FPL is asking the Commission to find that the purchase of 

Scherer Unit No. 4 is necessary, reasonable and prudent, 

and that FPL can include the entire purchase price in its 

rate base. FPL is not currently requesting an adjust ment 

in its rates to reflect this addition. 

As described by Mr. G. R. Cepero, the purchase price is 

about $615 million for a 76.36t (646 MW) ownership share 

of this 846 MW unit. Georgia Power's depreciated book 

value for this unit is below the purchase price agreed to 

by PPL. This difference represents an amount, or 

acquisition acijuat.Jaent, above net book value. We further 

aak tha~ we be allowed to amortize the acquisition 

adjustment amount over the economic life of the unit. 

Aa deacribed by Mr. Hugh Gower, the purchase of Scherer 

9 
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Unit No. 4 meet• appropriate criteria for including the 

acquiaition adjusblent within the rate base. The 

testimony of other FPL witnesses supports that it is 

reasonable and prudent to purchase Scherer Unit No. 4. 

If the Commission were not to allow FPL's cost inclusion 

in its rate base, the purchase would no longer be viable 

leaving only option• which are less favorable to FPL and 

its ratepayers. Approval of the Scherer Unit No. 4 

purchase is clearly the best alternative for our 

customers. 

Do•• thia conclude your teatiaony? 

Yes. 

10 
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ENERGY BY FUEL TYPE 
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23,836 17,421 

71,159 85,070 

1997 

Docket No. 

FPL Wime.rs: C.O. Woody 

Exhibit No. 
Document No.2 
Page I of 1 



1 Q. 

2 A. 

3 

4 

5 g. 

6 A. 

7 

BDORB 'l'JIII I'LOit%Da PUBL%C SDVZCB COJOUSSIOJI 

I'LOJlXDa POWD lr LIGift' COKPANY 

-rBSt.rDOJI"' CW G. Jl. CBPDO 

DOCKft JIO. 

SBPTBMBBR 28, 1tt0 

Pleaae atate your naae an4 buaiD••• addreaa. 

My name is G. R. Cepero, and my business address is 

9250 West Flagler Street, Miami, Florida 33174. 

Who ia your eaployer an4 what poaition do you bol d? 

I am employed by Florida Power ' Light Company (FPL) as 

the Director of Bulk Power Markets. As such, I am 

reaponaible for FPL'a dealings with utilities, including 

municipal and electric cooperative systems, Qualifying 

Facilitiea and Independent Power Producers. 

Pleaae 4eacribe your education an4 professional 

13 ezperienoe. 

14 I received a Bachelor of Electrical Engineering degree 

15 froa the Oraiversity of Detroit in 1970, a Master of 

16 Buaineaa Adlliniatration degree from Florida International 

17 University in 1976, and a Juris Doctor degree from the 

18 Univeraity of Miami in 1981. I also graduated from the 
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Harvard Business School's Proqram for Management 

Development in 1989. Additionally, I have completed 

numerous technical and management courses during my 

career with FPL. 

I joined FPL in January, 1971 as an Engineer Trainee in 

the System Planning department and held various 

engineering positions in that department until 1975 . In 

1975 I was promoted to Supervi sing Engineer and have 

since progressed through several management levels to my 

current position as department head. I have served as 

Director of System Planning between 1986 and 1988; as 

Dir&ctor of Fuel Resources between 1988 and 1990; and 

aost recently as Director of Bulk Power Markets. 

During my career I have gained experience in power system 

planning, economic and financial analysis, power purchase 

and sale agreements, and fuel planning and procurement. 

I have also worked extensively on state and federal 

regulatory matters and on coordination of planning 

activities and joint ventures with other utilities. 

What are the purposes of your testtaony? 

The purposes ot my testimony are to briefly describe the 

Georgia Power Company's (GPC) Plant Robert w. Scherer 

2 
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Unit Ho. 4, ita ca.aon and associated facilities, and to 

preaant the benefits and key terms and conditions of 

FPL'• proposed purchase of an undivided ownership 

interest in such unit. 

Rave you prepared aJl ezhibit iD coDDection with your 

teatillony? 

Yea. It consists of three documents. 

Document No. 1 is a detailed description, prepared by 

GPC, of the design and facilities 

comprising Scherer Unit No. 4. 

Docuaent No. 2 is a copy of the letter of intent 

between FPL, GPC, Southern companies, 

and Jacksonville Electric Authority 

(JEA) regarding the proposed purchase by 

FPL and JEA of an undivided ownership 

interest of Scherer Unit No. 4 (Scherer 

unit No.4 Letter of Intent). 

Docuaent No. 3 is a copy of the letter of intent 

between FPL and JEA regarding the 

provision of transmission capacity and 

service by JEA to FPL for capacity and 

energy to be received from Scherer Unit 

No. 4 (FPL/JEA Letter of Intent). 
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Plea•• cle•criH the Scherer Plant &D4 Scherer unit llo. 4. 

The Scherer Plant ia a four-unit electric generating 

plant located near Macon, Georgia. The units are coal­

fired and are designed to be operated as base-load units. 

The plant was deaiqned by Southern Company Services, Inc. 

and conatructed by GPC. Scherer Unit No. 4 is the newest 

of the plant's units, having been placed in commercial 

operation in March, 1989. The unit has a demonstrated 

net dependable capacity of 846 megawatts. Details of the 

unit'• design can be found in my Document No. 1. 

The unit is a new, well-designed facility which 

incorporate• the conatruction and operating experience of 

Southern Coapanies and the economies of scale and 

-~~ization of a large four-unit power plant. 

Coulcl you plea•• 8'DIWarisa the arrang .. ent• between GPC 

an4 rPL for the purcha•• of Scherer Unit llo. 4? 

There are actually four parties to the arrangements: 

PPL, GPC, Southern Co•pany Services, and the Jacksonville 

Electric Authority (JEA). On July 31, 1990, these 

parties entered into a Letter of Intent (Letter) , 

attached u •Y Oocwaent No. 2, for the sale of undivided 

ownerahip intereata in Scherer Unit No. 4 to FPL and JEA. 

The Letter seta forth the principles under which the 
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25 A. 

parties will negotiate the necessary final agreements. 

As expressed in the Letter, FPL intends t o purchase 7 6. 3 6 

percent (about 64 6 MW) of the Unit a.nd JEA the other 

23.64 percent (about 200 MW) . The purchase is to be 

phased-in over a period of years, with completion of the 

acquisition expected in 1995. FPL and JEA will acquire 

an ownership interest in the Plant's common f acilities, 

including land, as well as in fuel stock, materials and 

supplies, governmental permits, engineering records and 

drawings, operation and maintenance procedures manuals, 

and existing warranti es. Emission and other such 

environmental allowances will also be included in these 

ownership rights. 

The Letter conteaplates agreements tor purchases and 

sales of interests in Unit 4, for the operation and 

aaintenance and fuel supplies for the Unit, for 

transaission expansion and service, for UPS sales from 

Southern Co•panies to FPL, and tor assignment to FPL of 

certain rights and obligations ot JEA. 

CouleS lfOU describe specific benefits of the proposed 

arr&DCJ-eDta'l 

The Scherer unit No. 4 purchase arrangements present many 

5 



benefit• to PPL, several of which are enumerated in the 

2 testiaonies of Heaare. Woody and waters. In addition to 

3 thoae benefits, there are other features of the proposed 

4 arrangements that merit separate consideration. 

!5 

6 By p\lrchasinq the unit FPL is also entitled to any 

1 .. ission and other environmental allowances associated 

8 with its owners hip interest in the unit. Thi s gives FPL 

9 the ability t o operate the unit, and increases 

10 operational flexibility. Should it become necessary for 

11 PPL to adjust its unit commi tment and/or dispatch as a 

12 result of environmental requirements, Scherer No. 4 can 

13 be treated as any other FPL unit by virtue of these 

14 allowances. Moreover, unlike power purchases which can be 

15 exrected _to last a maximum of 30 years, the emission 

16 allowances will permit operations f or the full life of 

17 the unit, which could extend to 40 or more years . In 

18 addition, the emission credits may be available f or use 

19 ~·t the retirement date of the unit. 

20 

21 An additional benefit of this extended life, which GPC 

22 eatuaat•• at approximately 40 years, is that FPL will not 

23 ~ve to build new capacity to replace it until much 

24 later, as it would have to for a power purchase . 

2!5 
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Pinally, a very aiqnificant benefit of the Scherer 

purcba- is tbat it will facilitate expansion of the 

SOUthern/Florida transmission interface. As part of the 

arrangeaenta SOuthern Companies have agreed to utilize 

best efforts to negotiate with utilities in Peninsular 

Plorida for the construction of additional transmission 

facilities to expand the Southern/Florida interface. This 

will t.prove the reliability of the system through the 

provision of t i e-line assistance and provide additional 

opportunities for economy purchases and sales, not only 

to PPL, but to the State. The Scherer purchase and the 

opportunity for oth.er transactions serve as an inducement 

to tbe SOUthern Companies to build additional 

transaiaaion facilities to interconnect with Peninsular 

P orida. '!be Southern Companies have indicated that the 

CIOIUitructioa of additional transmission facilities needs 

to be an integral part of additional firm transactions, 

DOtvitbstandinq the desires of Florida utilities. 

~ora, the SCherer Oni t No. 4 purchase can be said to 

be an -sential el8118Dt for the expansion of the 

8oatllerD/norida interface. 
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FPL baa agreed to pay GPC a total of $615,504,000 for 

PPL'a aggregate 76.36 percent undivided ownership share 
t 

of the unit, with the balance of· the unit beinq purchased 

by JEA. This price includes approximately $22 million in 

fuel and spare parts inventories, but does not reflect a 

depreciation credit to the purchase price of 

approximately $0. 5 million per month from November 1, 

1990 until the first closinq, and an estimated $2 million 

in coats associated with the purchase. This price may 

also be subject to adjustments based on the cost of 

capital improvements made durinq the pendency of the 

sale; and the actual cost of the fuel, materials and 

supplies inventories on the respective closinq dates. 

These adjustments will reflect actual costs; for example, 

for aore or less fuel, and in any event, are expected to 

be a very small percentaqe of the total price. 

Baaed on the net dependable capacity of the unit of 846 

.. qawatta, FPL's ownership share would be equivalent to 

646 aeqawa~ts of capacity. Therefore, FPL's purchase 

price on a per-unit basis would be about $953 per 

installed kilowatt of capacity, includinq inventories. 

The purchase price was the result of extensive and 

vigorous negotiations with southern Companies. FPL's 

objective in the neqotiations was to obtain the best 
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poaaible price for the unit baaed on the "value received" 

by PPL. Aa described by Mr. s. s. Waters in his 

teatiaony, this purchase has the best economics of the 

option• available to PPL. As I previously di scussed, the 

purchaae also offers benefits which we have not attempted 

to quantify. 

JIOW doea the negotiated price for Scherer unit Jfo. 4 

ooapare to GPC'• book value of the unit? 

As deacribed in Mr. Hugh Gower's testimony, the purchase 

price includes an acquisition adjustment of a pproximately 

$111.4 aillion, which represents the amount to be paid in 

exceaa of the projected depreciated book value· of t~e 

unit. The exact amount of the acquisition adjustment 

cannot be determined with certainty until the closing 

4atea are established and the exact amount of fuel stock 

and aateriala and supplies included in the purchase have 

been deterained. 

Wbat are the other key coaponenta of the purcbaae that 

affect the total coat of the tranaaction? 

The o~er key components are the oporation and 

aaintenance (O,M) costa tor the unit and the expected 

24 fuel coats. In this regard the letter of intent provides 

25 for aeparate agreements to be neqotiated. 
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25 A. 

The 0~ agreeaent will provide for operation and 

aaintenanoe, administrative and general expenses, and an 

operating fee to be paid to GPC who will operate the unit 

on behalf of the owners. An estimate of these expenses 

baa been provided by Southern and incorporated in the 

econoaic analysis performed by Mr. Waters. While these 

aattera are under negotiation, FPL believes that the 

-tilllates used are appropriate for economic analysis 

purposes. 

With respect to fuel, the letter of intent provides for 

FPL and JEA to assume 25t of all existing fuel contracts 

for Plant Scherer. As owners, FPL and JEA are to 

participate in future fuel supply decisions. The letter 

also allows FPL and JEA to terminate their obligations 

under the letter if they determine that the expected 

average coat of fuel will not be competitive with long­

tara prices tor comparable fuel. FPL has therefore used 

in the economic analysis performed by Mr. Waters an 

expected coal price baaed on FPL'a acceptance of 25\ of 

existing contracts and FPL's own estimate of coal prices 

tor the balance. 

coa14 you describe the phased-in purchases? 

Tbe letter of intent provides tor tour different closing 
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date. tor PPL' S portion of the purchase . The projected 

cloainq dates associated with the delivery s chedule are 

as follows: January 1, 1991 (17.73'); June 1 , 1993 

(31.44t) June 1, 1994 (16.55t); and June 1, 1995 

(10.64t). 

W'laJ ia ftL oont-platinq purahasinq an ownership interest 

in Soberer unit !lo. 4 in accordance with a delivery 

sahe4ule instead ot a sinqle transaction? 

PPL is purchasing under a delivery schedule as these were 

the terms proposed by Southe.rn. However, this deli very 

ac.hedule provides FPL some additional benefits: 

• PPL would be able to "lock in" a fixed purchase 

price up to tour years earlier than the total cash 

outlays; 

• the delivery schedule would assist FPL in meeting 

the capacity needs arising specifically from the 

Turkey Point Upgrade Project and provides additional 

capacity to meet contingencies such as load growth 

increases or delays in the in-service date of 

generating facilities; and 

• a reduction in total capital expenditures, and 

consequently financing requirements, would accrue to 

PPL, when compared to construction of FPL 

facilities. 

11 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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~. 

•~ would the Scherer unit Bo. • acquiaition help aeet 

ftL'• oapaoity aeeda ariainq froa the outage of the 

~key Poiat unita? 

As part of the Scherer Unit No. 4 acquisition 

arrangement, southern Companies have agreed to sel l FPL 

an additional 300 megawatts of Unit Power Sales (UPS) 

capacity. The sale of additional UPS would be broken 

down i nt o two time periods: A firm sale from November 1, 

1990 through December 31, 1990 (Initial UPS); and a sale 

beginning J anuary 1, 1991 (if the first closing did not 

occur on that day) and terminating on June 30, 1991, or 

the date of the first closing, whichever occurred f irst. 

In addition to providing firm capacity during the period 

of the Turkey Point Upqrade Project, the additional UPS 

aale would also have the advantage of inducing southern 

coapaniea to agree not to purs ue the sale of Scherer Unit 

No. t to other• through December 31, 1990. 

Wbat i• the ba•i• for ftL'• belief that Scherer Unit 

110. t i• rel iable, econoaical, aDd enviroiUientally aound? 

FPL i• confident of the reliability, economic operation, 

and environmental aoundneaa of Scherer Unit No. 4, due t o 

the fact that it ia an operating unit with a demonst rated 

record of reliabil.ity, heat r ate, and environmental 

12 



perforaance. The unit is of modern d.esiqn and. 

incorporates all of the lessons learned. by the Southern 

3 coapaniaa in their extensive construction and operation 

4 experience. In add.ition, Scherer Unit No. 4's "sister 

5 unita" at the Scherer Plant have d.emonstrated the 

6 performance capabilities of the basic d.esiqn over longer 

7 periods of time. 

8 

9 Additionally, Southern Companies have aqreed to sell to 

10 FPL *1\ergy from other units sufficient for FPL to achieve 

the equivalent of a 90 percent capacity factor from FPL's 

12 ownership interest in Sche.rer Unit No. 4 through at least 

13 December 31, 1994. 

14 

l'inally, FPL haa conducted technical inspections of the 

facility and will conduct extensive "due d.iligence" 

investigations prior to all closings to identify any 

18 potential legal, operational, equipment, or environmental 

19 riak or liability. 

20 

21 Q. COull JOU 4eao~~e What nee4a to happeD to ooap1ate the 

parobaae aD4 by vha? 

A. There are essentially five groups of agreements that must 

be coapleted by December 31, 1990. They are: a Purchase 

Al)r~t; Operating Agreements; Transmission Service 
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Agreement•; Transmission Expansion Agreements; and Short 

Tara Power Purchase Agreements. 

In addition to these agreements being finalized, 

regulatory approvals must be obtained from this 

co .. ission, from the Securities and Exchange Commission 

and from the Federal Energy Regulatory Commission. These 

approvals, particularly this Commission's, must be 

obtained as early as possible, but in no event later than 

early 1991 in order t o allow the transaction to proceed. 

FPL cannot proceed with c l osing absent Commission 

approval tor inclusion of the entire purchase price in 

PPL'• rata base. 

could you describe the status of these aqraeaants? 

The Purchaaa Agreement sets forth the terms and 

conditions pursuant to the letter of intent. The price 

and delivery schedules for the transfer have already been 

identified as previously described. The parties are 

conducting due ~iligence investigations to confirm 

varioua aspects of the transfer and are negotiating a 

draft contract at this time. 

The Operating Agreements will define terms and conditions 

tor operation, maintenance, unit commitment and dispatch, 

14 



1 fuel .upply, capital improvement• and compensation tor 

2 aarvices. The operating and maintenance contract will 

3 provide tor GPC operating and maintaining the unit as 

4 PPL'a aqent. FPL (and JEA, as co-owner) will retain 

5 deciaion-aaking authority reqardinq resources and 

6 budqeta, cUapatch of the unit, operating philosophy, 

7 aaintenance philosophy, major maintenance items, and 

8 overhaul acheduling. Obviously, coordination with GPC on 

g theae items would be required. The fuel supply agreement 

10 would provide FPL and JEA the opportunity to participate 

11 in the long-term coal supply procurement process for all 

12 future coal supplies. These agreements are unde r 

13 ne9otiations at this time. 

14 

15 Tbe Tran .. isaion Service Agreements will establish the 

16 teraa and conditions for delivery of Scherer Unit No. 4 

17 ~er to the Florida/Southern interface. The letter of 

18 intent •eta forth the basic components of the GPC 

1t tranaai••ion rate. An agreement with JEA is being 

20 finalized to allocate the jointly owned transmission 

21 interface capacity (a letter of intent between FPL and 

22 JBA .. tabli•hing the principles for this is attached as 

23 ~ Docuaent No. 3). Also, an agreement for short-term 

24 tranaai••ion •ervice with JEA haa been executed. 

25 
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The Scherer purchaae ia contingent on, and will 

facilitate 

tran-iaaion 

expanaion 

interface. 

of, the southern/Florida 

Studiea of expansion 

alternative•, including required Florida improvements, 

are currently underway. Transmission expansion aqreements 

will be developed to accomplish the expansion. 

Short Terll Power Purchase Aqre8Jilents are required for the 

1tt0 300 MW Initial UPS purchaae and for the 1991 UPS 

purcbaae. The contract for the Initial UPS has been 

neqotiated and tiled with FERC. The key terms of the 

1tt1 UPS purchaae have been negotiated and incorporated 

in the Initial UPS contract. A separate contract is 

reCI\\1rad tor the aaaumption by FPL of a portion ot JEA' • 

purcbaae obligation under the 1982 UPS aqreement 

etteotive upon the firat closing. 

ftJ ia I'PL aaauain9 JD'a obliqationa under the 1982 

-antlally, ... EA would like to purchase an ownership 

inter .. t in Scherer Unit No. 4, but does not currently 

need additional capacity. In order to allow them to do 

tbia, ancS instead ot purchasing a larger share of the 

unit at an early date, FPL baa agreed to aaaume 150 

aevavatta ot JEA'a UPS obliqation under their 1982 UPS 
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Aqre .. ent with Southern Companies as of the date of the 

firat closing, at which time JEA would purchase the 

equivalent of 150 megawatts of capacity from Scherer Unit 

No. 4. In return, JEA would provide FPL with firm 

tran-iaaion capacity to accommodate all of FPL's UPS and 

Scherer Unit No. 4 firm capacity purchases. 

Given that there are aany aqre .. enta yet to be 

aegotiate4, what aaaurancea doe• FPL have reqa.r4inq the 

total coat• of Scherer Unit Bo. 4? 

While final agreements have yet to be concluded, the key 

paraaetera affecting the costs of the Unit have been 

agreed upon by the parties. These include the purchase 

price, the basis for the fuel supply and operation and 

.. intenance agreements, and the transmission from JEA and 

SOU :bern. Additionall y, the performance parameters of 

Scherer 4, such as heat rate and availability, are well 

underatood. Therefore, I am confident that the costs of 

Scherer Onit No. 4 have been identified with sufficient 

certainty to allow FPL to perform its economic analysis. 

Theae key parameters have been reflected in the economic 

analyaia conducted by Mr. s. s. Waters. 

Doea thia ooaclu4e your teattaony? 

Yea, it doea. 
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eLANI SCHERER 
Plant Description - General 

lntrosfuction 

Georgta Power Company's (GPC) Plant Scherer is a four-unit, coal fired 
electric generating plant wtth each unit nominally rated at 808 MW. Plant 
Scherer was designed by s~uthern Company Services, Inc., (SCS) and 
constructed by GPC using a labor broker contract wtth Superior Contractors 
and various specialty subcontractors . 

Initially named the Central Georgia Plant, Plant Scherer ts located in Monroe 
County, approxi.ately 17 miles north of Macon, Georgia on a 12,054 acre tract 
of la.nd. Acquisition of h11d was begun in 1974 and by the summer of that 
year land clearing had been started. However, by the end of 1974 GPC was 
experiencing some financial difficulties which led to the decision to halt 
construction of the plant. During thts interruption of construction, only a 
saall force of GPC construction personnel remained on stte. Thetr work 
consisted primarily of aaintatning equipment and roads, drtlltng wells and 
developing a work force plan to be used when construction was resumed. land 
acq~tsitton continued during this period, although at a slower rate than 
originally scheduled. 

In early 1975, GPC sold partial tnterest tn several plants, fncludtng 
•central Georgia,• to the Oglethorpe Power Corporation, the Muntctpal 
Electric Authority of Georgia, and the City of Dalton, Georgia. This paved 
the way for the resumption of the construction of the Central Georgia Plant. 

In June 1975, the plant was renamed the Robert W. Scherer Electric Generating 
Plant. Also in late 1975, it was decided the Plant Scherer would be 
designed, constructed, and initially operated under the project management 
cont ept. Under this concept, a tea• of top aanagement personnel fro• GPC and 
SCS was organized as the Project ManagtMnt Board. In Aprtl 1976 a project 
general aanager was appotnttd and between April and July 1976 the project 
general aanager organized his staff. 

In the su..er of 1976, construction of Plant Scherer was resumed. 

S1tt O,ytlap~~nt 

Land purchase .. continued tnto 1977 and, when co.spltted, a tohl of 12,054 
acres had bten acquired. To ensure proper use of project land and that all 
co.attaents and obligations to the publtc were .. t, GPC appointed a land Use 
Task Foret tn Stpteabtr 1976. Thts task force was charged with developing an 
tffecttve land dtvelo,..nt prograa and aaking recD~aendat1ons for the 
prograa's t.,l ... ntation. The prooraa developed by the task force and 
approved by GPC aanag ... nt would control land use froa 1nitta1 clearing and 
reservoir develo,.ant through the co•pletion of construction and the full 
operation of the plant. 
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Lake Ju•tette ts the largest pond on Plant Scherer containing approxi•ately 
104,000 acrt·f .. t of water at nor.al water surface elevation of 435 feet and 
havt19 1 surface area of approxi•ately 3,600 acres. Lake Juliette is .uch 
larger than ts usually built for a plant of this size. The larger capacity 
was .. dt necessary because Ru. Creek, which feeds it, does not supply enough 
water to .. et plant needs. In addition, the Ocmulgee River, which is used 
for pond aakeup, under drought conditions cannot be used consistently. The 
large lake size provides insurance against lack of water and, in addition, 
enhances the envtron.ent by providing a stable wildlife preserve. 

The river •akeup syste• for lake Juliette consists of four 40,000 gal/min 
vertical Allis·Chal .. rs pu.ps having 1 total head of approxi•ately 110 feet. 
These pu.ps art installed at the rtver intake structure located on the 
ac.ulgee Rtver and pump approxt•ately one mile thro~gh the makeup water 
pipeline to lake Juliette . 

Service water system makeup is taken directly fro~ the pond. The service 
water puaps are located on 1 prefabricated concrete structure extending out 
over the service water pond. The pumps are manufactured by Allis-Chalmers, 
and one full·capacity, 19,800 gal/min at 335 feet of total discharge head 
vertical PWIP is provided for Unit 1. (A full sptrt sarves each pair of 
units for a total of six pumps . ) The service water pu~s supply water for 
cooling tower .. keup, plant services, water plant influent, and ash sluice 
.. keup when the ash sluice recycle supply is low. 

The · water treatMnt plant produces filtered and d .. inenltzed water for the 
fire protection storage tanks and the filtered water, condensate, and coal 
dust suppression syst..s. All necessary che.icals for de~ineralizer 
regeneration and clartfer operation are stored in the water treatment plant 
or located tn bulk storage tanks in the yard. 

The cooling tower, •anufactured by Research-Cotrell, ts a concrete hyperbolic 
natu~al draft tower approxi .. tely 530 feet high and 400 feet tn dtameter. 
The tower ts destgntd to produce a cold water t-.perature of aeoF with 
117.50f hot water and a.btent conditions of 790f wet bulb ta.perature and 5~ 
relattve hu.tdtty and a waterflow 268,300 gal/•tn. The tower 1s equipped 
wtth a full·flow bypass syst .. , detctng provisions, isolatton provisions for 
.. tntenance and ts ca.plttely fire-resistant. 

Coal ts brought to Plant Scherer in unit trains consisting of 65 to 70 botto~ 
du.p coal cars at 100 tons each. The coal unloading and conveyor !ystem is 

· .anufacturtd by Roberts Corporation and feeds to the conveying syste~ by 
.. ana of vtbrat '•• feeders located in the tunnel beneath the co1l trestle and 
du.ptftl area. The conveyors are designed to transport the co1l either 
directly to the powerhouse or to the stockout trea. A recla1• conveyor can 
.ave coal fro. the stockout trta to the power house as required. A tripper 
type du.ptng car ts used to deposit coal fro. the conveying syste• into the 
ntne coal bunkers. The bunkers deltver the coal by gravity to the 
gravi .. trtc tttdtrs, whtch .. ter the coal to the ntne •tlls located on the 
bast slab. The pulvertztd coal is picked up by the prt .. ry air and fed to 
the burners through a series of co11 ptpes. 
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Units 1 and 2 have electrostatic precipitators destgned for hot-side 
operatton; •anufactured by Western precipftatton. Units 3 and 4 have 
cold-stde electrostatic precipitators manufactured by Lodge-Cotrell. 

Ma1or Inside fac111t1es 

Units at Plant Scherer are equipped with a Co•bustton Engineering boiler and 
a General Electric turbine-generator. The stea• generator and turbine 
generator wtll operate tn a regenerative feedwater heating cycle with 
throttle stea. conditions of 2,400 pstg at l,OOOOf/1 ,0000f and at a rated 
output of 818,000 kW. 

The steam generator is. a controlled circulation, radiant reheat, divided 
steam generator capable of producing 5,789,914 lb/hr of 2,50 psig, lOOOOf 
steam at the super-heater outlet and 5,312,595 lb/hr of 555 psig steam at the 
reheater outlet . 1t ts designed for balance draft operation and ts capable 
of burning many eastern bttu•tnous and western sub-bttu•inous coals. The 
furnace ts fired through eight 26 inch, tilting, tangential windbox 
assemblies with pulverized coal fuel and air. Two half capacity forced draft 
{FD) fans are installed inside the building on the base slab. The FD fan 
rooa, tn which the FD fans are installed, is equipped with inlet silencers 
for sound attenuation. Four quarter-capacity induced draft fans are 
installed tn the precipitator yard. 

The General Electric turbine is a hydrogen cooled, tande• compound, 3,600 
rp., four-flow, reheat, condensing turbine-generator wtth 33.5 inch, 
last-stage buckets. Stop valve steam conditions are 2,400 psig at lOOOOf. 
The steam passes through the three stop valves and four control valves and 
enters the turbine. At the high pressure stages, the stea. is then returned 
to the reheat section of the boiler. The reheated stea. returns to the 
turbine through the coabintd reheat stop and intercept valves. Steam then 
flows into the reheat section, divides and flows out into the crossover pipe 
and tnto the low pressure section. After passing through the low pressure 
sect ton, the stea. ts exhausted downward into the condenser. 

The General Electrtc generator is a 990,000 kVA, 3,600 ..,_, direct connected, 
thrtt phase, 60 cycle, 25,000 V, conductor cooled synchronous generator rated 
at 0.90 power factor and 0.50 short circuit ratio at a maximum hydrogen 
pressure of 75 pstg. The generator stator ts water cooltd, using a deionized 
water syste• and 1 heat exchanger that is cooled by service water. The 
generator rotor ts hydrogen cooled with a gas pressure ~f 75 pstg. 

The gas ts then cooled by hydrogen coolers ustng service water. Lubricating 
otl ts supp11~ fro~ the 81tn turbine otl syst .. , with a separate seal oil 
syst.. for the hydrogen seals. The •ain power leads are brought out through 
the lower fr181 extension for the connection by .. ans of porcelain insulated 
high voltage bvshtngs. The generator ts exctttd and controlled by means of 
an Alterrex excttatton syst .. , with the alternator befog directly coupled to 
the generator shaft. 

Electrtcal output fro. the generator ta transfo~ fro. the generator 
voltage of 25 to 500 kV by .. ans of step-up transfo.-.ers, whtch are forced 
otl, forced atr cooled and delta-wye connected. Startup station service is 
provided fro. a llS .kV htgh line by .. ans of the start station transformer. 
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T~ condenseP was -.nufactured by Foster-Wheeler and ts located beneath the 
turbine low pressure stages on the base slab. It ts a twin-shell, 
series-flow. •lttpressure condenser with separate inlet connections on uch 
condenser shell for the exhaust stea• fro. a botler feed pu.o auxiliary 
turbtne drive. Total effective surface area ts 540,000 ftZ, composed of 42 
foot long and one inch outside di ... ter tubes. A condenser tube cleaning 
syst .. a~nufacturtd by Amertap is installed on each condenser. 

Cooling water is recycled through the condenser and cooling tower by means of 
two Ingersol-Rand circulating water pu.ps having a total capacity of 260,000 
gal/•tn at 65 TOH. Circulating water •akeup is p~ovtdtd fro. the service 
water systefl". 

JhrH 50S capacity, rotary type MChantcal vacuUII pu.ps are provided to 
ra.ove atr leakage and noncondensables fro. each shell to •atntain condenser 
VICUWI. 

Condensate Is taken from the 30,000 gallon capacity condenser hotwell by 
Byron-Jackson condensate pu.ps and pumped forward through the steam packing 
exhauster, condensate polisher, and the four low pressure heaters to the 
deaerator. The condensate ·pumps are the vertical can-type, high head pumps 
~ated at 5,720 gal/•tn and 1,085 feet total head. Redundancy in the 
condensate syst .. is accomplished by providing three SOl capacity condensate . 
pu.ps wtth tbe thtrd pu.p used as a spare. The four full sized Yuba low 
pressure feedwater heaters are in a single train and are the two pass 
horizontal, U-type wtth elltpttcal heads and a~tralty tubes. The heaters 
are also equipped wtth condensing and drain cooling sections~ 

The dtaerattng fetdwater heater Is used as the fifth heater and deaerates the 
feedwater supply to the stea• generator. It is a Chicago heater horizontal, 
opeft, dtrect contact type using 1 combination of spray nozzles and stainless 
steel trays, as the principal .. ans of deaeratton. Feed pump suction is 
taken fr~ the deaerator. 

The prta~ry botler feed pu.ps syst .. consists of two half capacity, turbine 
drtven hortzofttal feed pu.ps. The Byron-Jackson feed PUlPS are four-stage, 
5,800 rp1 pu.ps of the dual volute design with double suction first stage 
1.,.11ers. The design capacity of each pu.p is 7,750 gal/•tn with a net 
dyn .. tc ,u.ptne head of 7,973 feet of water at 3820f. The secondary feed 
PUlP ayste. consists of one addtttonal feed PUlP per unit with an electric 
~tor ut11tzed 11 the driver. Since an 1800 rp. .ator ts uttltzed, a speed 
increaser gear is requtred to increase the PWIP speed, and a hydraulic 
coupling 11 used ~Jr control. The secondary feed PUlP syste• wtll serve as a 
startup syste. and 11 an online spare tn he event of one of the turbine 
driven feed pu.ps ts out of service. Feedwater fro. the boller feed pump 
syst.. passes through the high pressure heaters before entering the ste~ 
generator. The four horsepower heaters are .. nufactured by Harley and are 
half·stztd fetdwater heaters in a dual tratn. The heaters are the two-pass, 
horizontal U·type with h .. tsphertcal heads, .anel tubes, and dtsuperheat1ng, 
condensing. and drain cooling sections. 

Two auxtltar,J oil-fired Ca.bustton Engineering boilers were installed on Unit 
No. I. Tbtse botltrs serve as a source of aux11 hry steu for chemical 
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cleantng and for untt startup requtre .. nts. Each botler 
produce 175,000 lb/hr of 250 pstg stea. at 5200f. 

Projected Hlat late Data 

The following equations represent the projected net and gros 
Scherer Unit 4. 

Net • 773.924/P + 7.216 + .00129P 
Gross • 625.596/P + 7.051 + .00125P 

The projected values at m1n1mum/max1mu. load are )S follows: 

Ayerage Heat Rate 
(*BTU/HWH) 

Minimum Maxtmu• 
Net 10.011 9.223 

Gross 9.276 8.863 
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1W, 30,1990 

Gecqia PoM:r Compuy 
Pall omce Bal 4545 
Arlenta, aearpa 3CDOl 

Attcadoa: Mr. F.D. WiiUuDa 

AllhuM Power OJmpuy. Gecqia Power Compaay, 
GuU' Power Compuy. Millillippi Power Company 
IDd SolvaDDab Elec:uic llld Power Compaay ("Soulbcm 
Compuieaj 
clo SoutberD Compuy ~ IDe. 
Pall omce Bal2625 
Biftninabm, AllbiiDI 35202 

A&teadoc: Mr. R.O. Usry 

....... EJec:uk Aatbority 
21 Wilt a..rcb Slreet 
lldllolwllle. florida 32202-31.39 

~· Mr. a.o,ae Lylel 

Re: Leaer of IDt.eDt reprdiDJ (1) Florida PoMr A IJaht Company's ("FPL j and 
Ja.:laolwOJe Elecaic Autbortty'l rJEAi propoied purcbllel I)( Uodivided OWDCrlbip 
iDtctela Ia Uait 4 of Plat Scbcrer aad (2) traDIIDillioa oC the enet'JY aaociated with 
FPL .. IDd JEA .. propaeed owaenbip iat.ercall iD UDit 4 of Plant Scherer 10 their 

acapec:dwe iDiacaaDecdoa poiDII with Soulbcm Companie&. 

OeatkaCII· 

11111 Leaer ofiDtau, wileD fully aecuUid iD tbe lpiCCI provided below by authorized 

tep ! 1,.._ of <JecJrp 1tower CGalpiiiJ r<lPC"). Soutbc:m CompWes, JEA, IDd FPL. shall 

...._. tile ..,_c autuaJIDreat ol tbe pana reladYe to tbe above captioDCd 10pic:a, aU as 

..,. Wy Ill fordlllld delc:ribed below. FPL iDteDdl that ill propelled purc:Uae oC owuenbip 
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Ill ... Ill Ulit 4 of Plut Sc:berer will pnwidc caeqy aad capldty to fPL at a ddivetcd price 

below FPL'a COlt of dupUcatioo. It il tbc partie~' ·uueat to oqotiatc promptly to arrive at 

muhiiUJ aadlfact.ory tetma aad CODdidoDI wbicb abaU be bued oa the followiD& principlea: 

1. FPL aad JEA. I'CIIpcctivcly, will apee 10 purc:bue., aad OPC will ap-ee 10 ldl. UDdividcd 

~ IDteraU iD Ullft 4 or tbc Raben w. Sc:bc:rer Electric: GeDeratiDa Plant. a coal-fired 

electric paeratiD& UDit blviD& a demoosUited aomiDal current oet output of 846 MW, located 

ID Mamoe Couey. OeorJia ("Uilft 4 or Plallt Scherer" or "Uilft"). Tbe uDdividcd owae1'lhlp 

1Dtae111 wbk:b FPL ud lEA wUl be purcbaiDa iD Unit 4 or Plallt Sc:berer apecilica1ly include 

laJ!d), r..e& atact. materia~~ aad aupplies, JOYCniiDCDtal permita, eupoeerma records aad drawings, 

opallioe aad ..U.&en•nce procedure muuall, aad cliltin& wanaatia. fPL aod J£A would 

..., be added to ..., cmllaion aad otber IUCb cavitoameDtaJ a1JowaDca auociatcd with their 

iCIIpOCIM IIDdMded OWDmbip iatcrcall iD tbc Uah as a result of the motcmplatcd ameDdments 

co die Qea Air Act or Ill)' ocher Jepladve oc qulatory ICtioa. 

2. 'Be pll'deiiDiad tbat FPL will purcU1c. aad GPC will sell, aa agrqatc of76.36 percent 

of die Uak c. die act.edale tet forth below: 

01 ,. """ 

JMalry 1, 1991 
JUMI, 199.1 
Jae 1,1994 
lwL.IJ.a 

ToW 

17.73 
31.44 
16.55 
1U! 
76.36 

Plymmt 

$147,900,000 
252,434,000 
131,740,000 
83.130.000 

$615,504,000 
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,... ..,.., for the llrlt OWDCnb.lp pa'OCDtqe (ICbeduled fat Juuary I. 1991). aubject 

to reducdae by the actual depreciatioo iDaxporatal iD tbe c:Jwaa paid by FPL iD CODDCCdoD 

Wldl die pardalle o1 Jllidll UPS (dclcrfbed iD parap-apb 14) aad lbe purcbuc or 1991 UPS 

(delcribed ill .,.aaraph 1$). 

ID lbe fM8l tbal fPL docl DOt purdllle. or purdsllel lela tlwl the amouDU ahowa aboYe. 1EA 

IDd OPC w01 meet • IOOD • pnc:tJc:able to determiDe wbctber aad to wbat c:acat JEA IDd 

OPC dcAe to JO forward with lite purc:baa of OWDCrlbip iDtaata iD tbc UDit 1et forth iD 

.,........ 3 bereol. 

3. 1be partie~ iDtcDd tbal JEA w01 purc:bllc. ud GPC wiD sell, u agreptc of23.64 perceat 

o1 u.e Uait oa &be acbedule 1et forth below: 

Ju'*Y 1, 1991 
JyM J. JW, 

Tocal 

o.a..blp .... _ 
17.73 
.J.21 
23.64 

Payment 

$147,900,000 
16.35Q.Q()(! 

$194,2.50,000 

To die GICllt &bat lEA doel DOC purcbllc, or purdallcl lela tlwl tbc amounulbowD above, FPL 

wGl be dorded 1D opponUDity 10 purcb..e a1ICb UDOUDtlllaucb COlt ud oo audl OoliD& Data 

If~ ICCCpUble trlltlmiai® ~ c:a be Depiatal amolll the putia. 

" *'-e of tMir af81M1Cdwe aDdMded OWDalblp iDtaat~, FPL and JEA will be entitled 

to ••..,..,'na percclltqea of UDit 4 of Plut Sc:baea'a aet output (i.e .. after deduction oC any 
,._ ...._ l&ldc:.ICMce lor wbicb UDft 4 ot P1aDt Scbacr i1 rcspoDifble aad Det olloua 

to &be lelp8Cdwc lala~ poiatl with FPL ad JEA delaibed bdow). II il tbe i&ICCIU of 

die ,..,._ to lqDdlrc equitable ~ llldl dW, to tbe caat o1 fPL•a aDd JEA'a 
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OWDCtlldp iDt.ereaa. Ullit 4 of Plant Sc:hercr would be dilpatcbed to meet their rapec:tiYe 

requircax:all. 

5. GPC wiD prcMde tnDI"'ildoa leMc:a to tnDimit tbe euet&Y IIIIOciatcd with FPL'a 

owaenblp ID1CN111 iD Ullit 4 of Plut Schera' to tbe iDten:ooDectioDa with FPL cstablilhed by 

tile Jruarc:baDee Coatnc:t between SoutberD Compuieai.Dd FPL dated Oc:toOer 18, 1979, u 

tme~ OPC wOllllo prcMde tnDim"'inD acrW:a to tnDimit tbe eDCrJY auociated with 

JEA'a owaenbip iDtaa&l iD Ullit 4 or Plut Scbaer to tbe iDtamnDeetioDI with JEA 

•ablllbed by tbe IIUerc:blqe Coatract betweca SoutbcnJ Compuicii.Dd 1EA dated Febnwy 

r7, 1981. • e•r•"-'d lt i1 UDdcrllood that tbe ptcMiioa ofiUCb seMc:a may require GPC to 

racb cenaiD ...-meau with ita joUit tnDimipion OWDCn oa raiOD&ble terms. Tbe rtte 

CUrJid 10 FPL ..SJ'EA b tbil tnMm"'inD ICrvice wD1 be a formula rate raultiD& in dwacs 

-
......, to alae aowa oa AnriiDCDt A bereto. Tb.ia rate will ra:opizle GPCa embedded 

6. Oil aad after lite CbiJ1a 0... ipClCified iD ptralfiPbi21Dd 3 aboYe, botb FPL aDd 1EA 

will piJ far Ill ftlel •• 1lwed 1IJider aD ailtia& coatnc:U for PlaDt Sc:bcter bucd upoo their 

164 I IM WepiC owaenblp pelcea&IF at 'ftriDul poiDU iD time multiplied by 25 perceot. 

All =d=W of die ftlel ...... lor Mk:b FPL IDd 1EA wDliiiUIDe purcbale rapoaalbility il 

IDCII~ Ia Ana ' a tt 11ereto. m. IDd JEA. rcwpec:dwJy, will ..ume OWDC:rlbip or tbat 

-of flld-will piJ far die fad punaat 10 ~ to be rqotiatcd betweeo the 

plrd& PPL IDd JEA will be IDowed to perticlplte iD tile proc:uraDCDl dec:iUoa pnxaa ror au 

flare llel apply (IDrW .. raewall of or emeattn. "" to ailliq coatnc:U). Tbe tama aDd 

a.dldallllll aseet of ..:Ia plniQptdoa wfD be deteraDiDed iD tbe ddlDJdYe qr~u. GPC 

florldl ,_,. I Ltght ~ 
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a.J IUJlller for Pilat Sc:bcn:r pumaut to bida lbat GPC ir cunauly CODiidniDJ iD u auempt 

tD ICIIIIewe * -=nae COl& for fuel referred to below. Subject to tbe coafideDtial.icy apecment 

lefeaeeoed ID .,.,..apb 19, GPC will. witbiD tal eta,. ol tbe date bereol, pnMde to FPL copies 

ofiUCb bMII, tbe c:o-cJW11er IIJ"CIIIC:Dtl related fO Plant Sc:bcn:r, ADd tbe Cl'iltiaJ fuel CODtracu 

10 dW FPL may aadaty iuelllbat tbe apected ~ COlt of fuel at tbe UaJt will be 

caapeddve witb Joaa·tam market pricel for comperab&e fuel Subject tc tbe c:oafideotiality 

..-~ •rat Rfaaac:ed iD puqrapb 19, GPC wiU, witbiD tal eta,. ol tbe date bereoC. make 

...a.ble liD JEA die N1DD b:llormatloo at die omca ol OPC. U FPL or JEA det.ermiDer chit 

1M apec&ed 1M1f11e COlt ot fud will DOt be competitive with loaJ-term prica Cor comparable 

r.l. m.; llld JEA llalll e8Cb baYe tbe rJ&bt 10 &er'IDlDite ita respective fi&bu aod obUJlltiooa 

_. ddl uaer ot~aceat • o1 tbe date of audl determJaatioa. ne pana acbowledae that 

•••• CIDit. 

1. 

baG PPL _. lEA 10 8CidfM die equlvalcDt ala 90 perc:at c:apadty Cac:tor from tbdr rapccti¥c 

lie .... au 2 He U. 80t J11tt beea .aeblir"'d ad will be tbe IUbject o( furtbet dilcullioos, t-ut 

Jlwtl t.e ......._ a.J at leMt December 31, 1994. EDaJ:y rold to PPL will be priced at tbe 

•-.ats.daera Caepalel' iDcleaacatal CDerJY COl& IDd FPL'a dec:aewc:aual CDerJY COlt. but 

laiD-... - ........ O.palei'IDcraDaltal CDti'J)' CIDit. EacrJJ IOid fO JEA will be 

pdDid • 1M ••cr~F ot So8dlcrD Ownptnlel' ilaeaacatal CDCrJJ COl& ad JEA 'I dec:acweatal 
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eMrD caa. but Ill DO ewmt lela tban SoutberD Compean• iDaemeotal eDerJY COlt. 1bcle 

CIIIGJ'rVI•ICdol» aba11 em procodeDce OYer aay ocooomy tlaDiaCdoDa or Southa'D CompazUc:a. 

8. I& II UDdcntood tbat IJ'IDIJ!Iiaioa UmJtatJoaa may edit prior to 1uac 1993lhat could inhibit 

FPL'a MJOicy from time to time to VIDIIIUt ita OWDCnbip c:ad&Jemeut from Ullit 4 or Plant 

Sc:berer or tbe power purdallea dacri'bed iD panpapba 14 aDd 15 bu'eoC buo ica service 

&ari&CIIJ. M a raul&. GPC will blve tbe Ule of auc:IJ CDerJ:Y aDd will ~ FPL'a eoetl)' 

c:atitlemeat. FPL will blve tbe rf&bt to receive IUCb "buked" eDe1'JY wbeo Ilk! lralllmillioD 

coaaraiDta are dimiaated. 1'be "hln-ma- merb•nimw will be daipcd 10 that the CDeri,Y 

wldldrlwll U. rasoubly equJvalcat value {COlt· aDd time""NiNe) to the CDCfJY wb.kh wu 

9. SoutberD C.capaia wiD utDbe belt rasoaab1e dforu to DqOtiale with dectric utilities 

iD ,..,........, F1arida for tbe coaauuelioa oflddidoul n""""""'- racwtiea ., • to iDcrealc 

t1te ~ balerfaoc iD u dfon to make a lddidoaal$00 MW of iDtcrface capability 

8VIillblc to FPL PrcMiioD for Clp'•ioa of V111111tiaioa C.CWtiea udllaaory to FPL ia a 

a.llltm to m:a ~ of OW8ellbip tatcre~ta iD Uait 4 of PWu Scberer. 

10. I& II adentood aut tbe OWDel'lbip purdaalc by FPL aDd 1EA ill UDit 4 of Plult Scherer 

....... EPMd =all to tbe CWO Ualt Power $aiel rUP51 Aateemc:all betweeD the Sovtbem 

Oil~- lllld FPL da&ed FdlnaalJ 18. 1982 aDd July 20, 1988. ad betweal Sovtbem 

a.., 'pad lEA da&ed May 19. 1982 ad Auplt 17, 1988. rapecd'Ody. Spo;ifktlly, (i) 

PPL 'llllld JI!A'a _.., op&;ka for c:apKtty UDder tbe 1988 UPS Aateemc:ata wW be reduced to 

nlec:l die ....... iDtcMD parc:hlled from Ualt 4 of Plut Sdleru ad fd) UPS Sale& from 

Florida '-r & Light ~ 
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repl• emat caplldr:ywill be comparable to. but DOC paser tbaD. tbe total capacity dwJa lor 

tbe rcpllced capldtJ. 1be panicl allo mteDd that JEA will auip.IDd FPL will •ume 31.5 

perc:at of JEA 'I ript1 llld obUpdou for UDit power c:apadty IDd eDer&Y UDder tbe UPS 

rfabtl ad oblipdoal UDder tbe Mly 19, 15182 UPS Apcement betwceo JEA and Southem 

Compndea. Southem Compuiea will epee to tc:eept IUCb auipmeuL 

11. 1be panic~ UDderltaDd that tbe ddla.idve apecmeDtl CODtcmplat.cd by &lUs Letter of IDteDt 

111111 illdude prcMsioal for: (a) parc:blla IDd aalel of uuereata iD UD.it 4 of Plut Scherer and 

oUer lldJJW. to be trallllened; (b) uansm""ml ClpUIAoa and ICI'Yk:e; (c) operation and 

W'MMEI e of Ullit 4 of Plain Sc:k!er IDd tbe ocbcr fac:ilidcl; (d) fud supply; (c) UPS uJea 

from Soudaena Q)mpaDw to FPL; ad (f) Mlipmcnt to FPL of cenaiD f'i&h&l and obUJatiou 

of JaA ader tbe May 19, 1982 UPS Apr:mat wltb Soutbem Campania. Tbe operation and 

---~c ••aal, panuut to wbidl GPC wDl operate ad maiDtaiD UD.it 4 oC Plaut 

ScMnr far die '-dlt ofl&a oncn, wDl iDdudc anatuaDy ec:ccptable prcMaioaa to reOcc:t. amona 

..... ~ 1&111, ~d •lppi'Opria&e operadq f&lc. Tbc puUel coatcmplate tbat tbe de6nitiYe 

opndoa ..... tauce qreeax:Dtl will iDcorporaLC a W for pcrfonDIDcc• OODCCpL 

l2. Tile ,.... tartbe:r 8Ddcntaad &hat FPL IDd JEA b1¥e qreed Ill priDdple oc the tenDS. 

CX!MI,._, _. pridaa of uansmlaion .aw. that wm provide lor tbe b'I.DJKtioas 

Florida '-r ' Lfght ~ 
Doc:tet llo. -=-~­
VI~: C. I. eep.ro 
EJdllblt llo. ~ llo. J.. 
, ... ~ot\'a -



Jwly30, 1990 ..... 
CXJI.,..,...,... by dUI Letter of I.Dtalt, iQdudin& (I) anwigiog interface allocltioo aod (ii) 

UIMmiMioo III'Vk:c to permit PPL to triDIIDit ill owacnbJp output from UDit 4 of Plant Scberer, 

tbe output asiiped to PPL lD coDDeedoD with tbe May 19, 1982 UPS ap-cemcnt between JEA 

llld Soutbenl CoaiP'nicw,IDd tbe power purcbaca dacribed in parapapbs 14 aDd 15 into FPL'a 

ecMcc acnicary. 'l'be truaKdoal oootcmplacod by thia Letter oC lAtent are coadftpt upoa 

13. PPl. JEA. IDd GPC iDteDd that tbe D01"1D11 iDddeDta of leD&DC)' in c:ommoo. incliMiinJ but 

DOt Jimited to tbe ri&b!l to a ule Cor dMiioD, an ac:cowuiaa. IDd a panitioo. lhaJl, unJcu 

odlcnrile qreed. baYe DO appUcadoD to tbe salca to f'PL IDd JEA oC owoerab.ip in~e~at~ in UDit 

4 ot Plant Sc:bercr aDd tbe coauDOD fac:Wda (iDdudinJ land), t\aelatock. aDd materials and 

lllppliel. lllliatcaded that PPL. 1EA. GPC aDd otber C0o0WDC11, il au)r, will hbe no riJbta u 

-.at iD ClOaiD'8 otber tban dlole apcdllcaDy eaumcracod iD tbe defiDitiYe apeemeuta f'or &be 

14. 1y ......... 1. 1990. PPL w01 qrec t.o purcbllc 300 MW oC ualt power capacity from 

GPC ria11ia1 UPS") IDd CIIIDCUCe a coatrKt for mini with tbe Fcden1 EDeiJy Regulatory 

0. c.,..., by .a dl&e. llddll UPS will be at nta aad terma IDd CODditioDI aubltandalJy 

llllllar t.o 1Mt cmaaiDed iD tile UPS Apeemt:~tt betweCD SoutbcrD Compa~Uea ud FPL dated 

atalar to tlaat proWled lor iD puapapb 5. IDidal UPS lbaU baYe a tenD ol Ncwember 1, 1990 

10 Dec c*' 31. 1990 ad wQJ be IIIUCialed 10 tJaat 24 MW of act dcpeDdtNe capacity is 

dedicated 10 tile llle fraaa Uldt 4 ol Pilat Sc:baer IDd S2 MW from Ualt 3 ol Plant Scberer. 

PPL .-ad JEA laM llfeed ID priDdpJe oa &be &erma. coadidoal. aDd pridDJ or cnDSmilsioo 
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latdal UPS II caadqat upoa CIIDc:Utioa or a dcftD.itivc1riiiiJ:Djuioa qn:cmeut betMa FPL aod 

~ bf Sepccmber 15, 1990. Tbe coatnc:t for IDftial UPS II to be executed by FPL by 

.,_,bet J. 19510 aDd will o&bcmle 0DJy be CODWaJCDl UpoD fPL'I dctermi.DatioD (to be 

""'WII*told bJ ScptCIDber 1$, 1990) tiW it II falible to obtaiD the apec:ttJd averaae fuel a»t 

~or filii 10 JEA. ID tbe cwat tbe coatnc:t for IDltial UPS II DOt aeculed by Sepcembcr 

t. 19!10 or A'L tenaiDitc1 ACb c:oatnc:t oo or before September 15, 1990, t.bil Letter or IDtaat 

UaD illlmediat.ely tmnin•te oa ACb dates. Tbe caauact for IDidaJ UPS abaiJ ocberwil.ie survive 

A'l. •pectl..a,, .S.ID tbe c:..e of lEA. tbe JKbpariDe Elecuic Authority Board ud tbe Oty 

o.idl 01 die ClJ ol ,.. boavOJc. Florida; (U) aecudoa of tbe cldiDitiYe apeemeuta oo or 

tiefale Dei: II blr 31. lfgt; ud (W) aD rqulatory COQiellU ad apprcwak. includi.DJ tbole from 

1M r.dCnl a..r ~ l)wnmiMicw, tbe Secwitic:IIDd &dlanae Cammig..ioo, ud tbe 

Jlloctda PlbUc ._.., QwndekJD, bl¥0 beCD ftiCdwd. ID tbe cwat tbe pu1icl arc uaabJc 10 

In& ...., ol a Ale ol a onenlaip illtaat ill tbe Uait by Jaauuy 1, 1991, tbe defiaitivc 

•••• r •• wGl CIOiltaiD ~ wbk:ll OCIGIIIUt OPC to ldJ ud FPL 10 purcUic 300 MW or 
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Jaly 30. 1990 
r-.1o 

uait power capldry bqiDDiq Jaauary 1, 1991 aad CIOCltlauiD& tbrou&b Juae 30, 1991 r1991 

tJPS-). "'1ae COGlpoaitioo aad prk:iDa oC the 1991 UPS will be idallical to the ID.idal UPS 

delc:ribcd ill puapapb 14. Subject to the atth a•uecd'na eenteace bdow, FPL will have the ao&e 

opdoa to 1CI1DiDite tbe 1991 UPS bdore Juae 30, 1991 if aay maditiona prcccdczu have not 

becD utWied or wai¥ed oa tbe later or tbe foUowiDJ data: (i) a date 90 days afler the ca:cution 

CIOIICIIt ol tbe f1orida Public Service Comm..iuioG. ID tbe eYeDt of aa adYene deciaioa (by public 

wee or order) by tbe florida Public Service Commiaion, FPL aball have the npt to &enninate 

tbe 1991 UPS apoo 30 cta,a wrtua r.odcc. ID tbe eYeDt or cU&approval by the Securities aad 

Ennae Coam'"ioa or tbe FedcnJ EDcr&Y Rqularory Commiuioa. FPL aball have the f'i&ht 

to termlAatc tbe 1991 UPS immediately. ID tbe eYeDt that the Federal EaerJY R.caulatory 

Onmia•laa'a or tbe Securities aad &dtanae Commillioa'a approval baa oot been rec:eiYcd by 

Jae 30, 1991. tbe penial may by mutual apcc:mcDt COilti.Due tbe 1991 UPS pat Jwe 30, 1991 

for a ...,.... period ud Cll&eDd tbe daaiq date appropriat.dy. Tbe ta"'DD aad CODditio~ or 

..a~ are Abject to aqodatioD for iDdwiaG m the clefiaitiYe ap:cmeaas. ID aU CYeDta. 

&be 1991 UPS WIDICI'IIIiDate upoa tbe c:loaiq ot tbe Brat uJe oC aa OWIICftb.ip iaterat in tbe 

UIIL 

Purdler. die J*dca ..:optr aDd UDden&aDd that UDita 1, 2. aDd 3 ot Plaut Scbercr, tbe 

Pilat lc:Mier ccamaa fldUdel. ud the Plaut Scbcm c:oalaockpile arc ameDtly co-owneJ by 

GPC -s o&ber co-o..liCI'I ud ue IUbjcct 10 CliatiD& owaenbfp ud opera liD& IJI'CICIDCDll amonJ 

OPC aDd tbe oda Cl)oOWDCI'I wbicb a&abliab riabta aad obiJptioaa ot GPC aad otber ~. 

lpii.CIII If die apcciDelltl CO be ..,cWed baweai GJIC. FPI.., nd JEA. rcapa:tivdy 

reiadll& co FPL .. .s JEA 'I purdLIIe or iDccn.ta m Ulllt 4 or Plaut Sc:bercr are iDcoDiiateDt with 
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tcnpiUie to OPC) to review all ICCOUiltiDJI'CICOf'dl, eqiDeeriaa aDd mabnaauce repona. all 

aildD& c:o-owaer apeemclltl rdated tO Plut Sc:bem-, aDd otber opcradaa ADd eaviroDJDCDtal 

at. ad oc.ber apeemea&a related co Plant Sc:bcrcr, tO perform pbylicat iD1pectiom ud audits 

ot tbe PJut lite, ud tO iaterview Plant IIWliJC!DCDl. 

20. Ilia aadcrltood tbat GPC will be IO&ely rapoaaible for all FedenJ &Dd ~lit state tax 

COIIIequeDCCI iDcuned oa tbe 0a1iDJ Data of tbe aaJe or Ullit 4 or Plut Scherer, iDc:luding. but 

80t Umlted to, Federi1 ud Georpa &tate iDcome tae1 ud GeorJia state Illes tae1 aod Georgia 

Wlte tralll!er ta. if aay. GPC will be rapoaaible for all recordioa fcc:s &Dd filing fcc:s, if any. 

f?L ud JEA willuae Gecqia c:ouDJd, acceptable co GPC, for title ADd rccorcliDg matteR. As 

pen ot Clllda daliDJ OPC will deliver t0 FPL &Dd JEA a Umited warruty deed ADd bW of &ale 

~ cbe tnDifer t0 FPL aod JEA or fDiurable lee simple title co tbeir UDdMded owoenhip 

~ Ill Pilat Scberer. 

21. Eapt Cor tbe rfabt to review certaia IJI'eeiDCD&a c:ootaiaed iD panJrlpb 61Dd u otherwise 

prcMded b panJrapbl 17, 18, ADd 19 bcreof, this Utter or IDteot i1 DOt intended co coostitute 

.... bJ tbe ....... a..dtutiq • ftDal qrecmcat. "'bii Letter olllltalt • wriUeD with the 

............ IMc, axqMior tbe J'iPt 10 review c:cnaiD lpeemelltl CIODtaiDed fD paragraph 6 

IDd • odMntle pi'O'tidod Ia panppblt7, 18, ADd 19, ao pany wm be bouDd by uy or its 

._.a aeaMill•kw bl¥e beea CDDCluded aod dc:fiDitive apec:meara bl¥e beea c::ax:uted 

CIMidq Ill of die fDiqoiDa IDIUCII ud aay ldditioaal matten tbe partie~ deem appropriate. 

'l1da l.eaer ofla&ealia iDteDded to be AD apr: I Iirxl oldie puUca' rspec:tM iataatbll ADd of 

Flortdl ,_ & ltght ~ 

Doctet llo-.---=--=--
Uf tneu: G. l. Cepero 
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22. GPC. JEA. aad FPL will utilizle beat raiODable dona to obtaiD oo 1 timely basis all 

DOCUIII)' aad CODtcmplatod rqulltory approvall iD order to CODIWDJDatc tbc uam.actioDS 

coatcmplatod ill lhll Lcuer oflntcaL Upoo receipt of all DeCaAry IDd (X)IItemplated rqulatory 

apprcwall ud sada!actJoa of all coodidoDI precedellt., tbc parUea wiU We acUoal, U IOOD U 

reaoDibly pnctJcable, to dole tbc first sale of owuenhip interests provided for ill paragraphs 

2 ad 3 bcreo(. 

23. 1D tbe dcflaidvc apecmeDII, GPC will paDt to FPL IDd JEA for 1 term eodinJ Dcc:ember 

31, 19M 1 001l&ealp0t11De0U1 ript of Ont refulll oa uy future ofrers or aaJc ol an WJd!Yided 

CJWD1111bip IDterelt ill UDit 3 orPIIDt Scbere:r (otbc:r tbaD o&n to ocher aflillatcs IDd sub&idiarics 

ol Tbc Soutbenl Compuy or third penica located wilhiD tbe State of Georp). JEA's 

caetciDpOI'IDII rfabt or ftnt refusal wllllpply to 50 pcrcall of tbe OWDellhip intcrcats offered 

lor lale fraaa U1lil 3 ol Plat Scberer aatil JEA baa obWDed 1 fi&bt to I maimum of SO MW 

or oneniUp ...... after wlddl JEA'a ript of ftnt refusal wiD calC. 

24. u.._ Olbc:rwile provided berdn. thil Leuer or JDteat aball t.ermioatc oo Dcc:ember 31, 

1990. 

Florida PaMer & LIGht ~ 
Doc:t.et Ito •. ____ _ 

Witness: G. I. ~ 
Exhtbl t lo. Docwent lo. ~ 
P-ee~ ot"'Jl. -



If die ....., CIOmiCdy rdlecta our mutual UDdentaDdJ.n&. ~ CIICCUte the CDCialed copy 

of dill lAmer of IDCCDL 

VCfJ truly JOWl, 

n.GmDA POWER A UGBT COMPANY 

AGREED TO: 

GEORGIA POWEll COMPANY 

SOU'I'IIEitN COMPANY SERVICES, INC. 
• Apt far die SouiiMD Q)mplaiel 

-
APPROVED A510 FORM: 

.,. ft4wvt/e.7~ 

Date: __ z. __ -_.z_t __ -J. 1990 

Date: _J_v_Lj-+-_3_( _ __,. 1990 

. 1990 

. 1990 

Date:------- 1990 
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,..,,.,.,., 
PqelS, 

Ante:bmeat A 

PllOJBCI'D 1"8ANSMMSSSON ItA TIS FOR OWNERSIIIP IN'IDEST 
IN SCR"£REEl 4 

y_. CPC ....... ............ 
a... Clllqt 

IMI ..... 
(1) (2) ...... Mnr..o 

1991 1.10 0.25 0.0'7 
19n Ltl 0.24 0.0'7 
1993 1.1.5 0.23 0.0'7 
19M L13 0.23 0.0'7 
1995 1.22 0.22 0.0'7 
1996 1.2'7 0.22 0.0'7 
1997 1-14 0.21 0.0'7 
1998 1.37 0.21 om 
199P 1.41 G.20 0.0'7 
2000 1.47 G.20 0.0'7 
2001 1.55 0.20 0.0'7 
2002 1.61 0.19 0.0'7 
2m3 1.66 0.19 0.0'7 
20M 1.72 0.18 0.0'7 
am 1.'78 0.18 0.(17 
2006 l.M 0.18 0.0'7 
'liX11 1..89 0.18 0.0'7 
2008 1.95 0.18 0.0'7 .. 1.99 0.18 OJ17 
2010 2.1.5 0.18 OJ17 
2011 2.28 0.18 0.0'7 
2012 2.34 0.18 om 
2013 2.40 0.18 om 
2014 2AO 0.18 0.0'7 
201.5 2.50 0.19 om 
21016 2.dO 0.19 om 
2017 2.71 0.19 0.0'7 
2018 2.C 0.19 0.0'7 
2019 U3 G.20 OJ17 .., l.OS G.20 0.117 
3021 3.17 G.20 0.0'7 
302Z 3.30 0.21 0117 ., SAl 0.21 0.(17 
~ ,,., 0.22 0.117 

. ........... T-.1 
lapiou eat f.att••ted 

1'nns1111111on 
Colt 

(3) 
MEw..., SID.., 

0.00 1.42 
0.00 1.42 
0.00 1.45 
0.00 1.43 
0.29 1.80 
0.28 1.84 
0.27 1.89 
0.27 1.92 
0.26 1.94 
0.25 1.99 
0.24 2.06 
0.24 2.11 
0.23 2.15 
0.22 2.19 
0.22 2.25 
0.21 229 
0.20 2.34 
G.20 2..0 
0.19 2.43 
0.19 2.59 
0.18 2.71 
0.18 2.77 
0.17 2.82 
0.17 2.82 
0.16 2.92 
0.16 3.02 
0.16 3.13 
0.16 3.24 
0.16 3.36 
0.1.5 3.47 
0.1.5 3.59 
0.15 3.73 
0.1.5 3.86 
0.1.5 4.01 

Florldl ,_,. & light ~ 

Doctet lo---..,..~-
111 tnesa: G. 1 . C4ip1ro 
Exhibit lo. ooa.rtt lo. ~ 
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NorD: 

(I) ...._..., _..,._ rdlecc COAl at tbe Scbaer baa ud do DDt prcMde Cor aa c:om.paraatioo 
10 abe Soutbent Campaialflorida iDiaflcc. 

(2) Blled DD leval'-1 COlli for CKpeDHI c:lwpd to Accoullt 556 • System CoaU'OI 8Dd Load 
Dilpatcb. . 



,..,,.,. 1990 
f1F17 

Anldlment B 

PROJIX!'IWD PlANT SCREP.Eit COAL VOLUME'S 
FOR WBICB FPL AND J&\ WilL ASSUME llESPONSJBIUIY 

y_. FPL~ ca.av.._ 
(1) (2) ,... 

-
1991 89,982 

1992 112,14$ 

1993 Ju-May 46,1Z7 
Jua-Dec: 181,426 

19M Ju-May 129$0 
Jua-Dec: 242.483 

1995 Ju-Miy 1'73.202 
Jua-Dec: 281.734 

19M 482.973 

1997 379,092 

IR 286,348 

19SJ9 286,348 

2000 286,348 

2001 286,348 

2002 286,348 

20m 286,348 

201M ~ 

aos 215,348 

2J06 286,348 

., 286,348 .. 286,348 

JFA Pro,JecSed 
ea.av--.. 

(1) (2) ,... 
99,982 

112,145 

46,727 
65,418 

46,727 
65,418 

46,727 
tr7.224 

149,$27 

117,366 

111,652 

88,652 

88.652 

88,652 

88.652 

88.652 

88,652 

88,652 

111,652 

88.652 

88,652 

Flori• ,_,. lo Lflht ~ 
Dodtet lo.--:--=-­
Uitneu: G. I. c:.pero 
EJdlfbit lo. Doa.m llo. ').,. 
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NOTES: 

(1) v--. b mt ..... a Jauuy t. 1991 daliq due. 

(2) ODe oldie a.l eoecnc:u bas a 5 ,ear tenD tbat caD bqiD from Jauary 1. 1992 tluoup Jauary 
1, 19M, to be deC.ermiDed by GPC. For purpoiCII ot cbil projectioa it wa •umed &o beJin oo 
luuary 1, 1992. 

. . 

florfdl '-r & llllflt ~ 
Ooetet llo.:__,...~-
Uf en..: C. l . c:.pet'o 
Elltlfbf t llo. ~ lo.1::. 
,... lfc.. ot'1l. 



.JaaaonylUe !leatrlc Authority 
P. 0. Box 53015 
.JacbonyiUe, PL 32202 

July 30, 1990 

Ret (l) Tranllllloft Semee bf ~acboa.We !lectric Aatbority ("JEAW) to 
Plorkta Power ck LfPt Compuy (WPPLW) In cormectlon with the 
pr.....S purebull of UDdiYicled o.....,....lp lat....U Ill Unit 4 of Plant 
labereti (t) alloeatlon of the Plorida-Geot'lfa Trullma.toa lnterfaceJ 
ud (.t) ...,mptloa by PPL of a portion of JBA Obllptloaa under tbe 
iltdloatbem ComRMJ ltnlna. IDq. lilt UPI Ameeent 

Oentlemem 

'111 .. Letter of Intent, when fully executed In the spaces provided ~low by 

authorized re.pruentatlvet of FPL and JEA, shall evidence the present 

mutual Intent of the parties relttlve to the above-captioned topics, all u 

more fully set forth and described below. It Is the general Intent of the 

Parties that PPL will assume respon~lblllty for approximately 150 MW or JEA 

UPS Obllptions (u hereinafter defined) starting In 1991 to enable JEA to 

Immediately acquire an equl•alent 150 MW ownership share In Unit 4 or Plant 

Scherer. In t!OIIIIdantlon of the abon, JEA wiU provide FPL the necessary 

firm tnnsm..,lon eemce to fully aecommodate purchases (I) under the 

Southern Company Senices, Inc. ("SCS") - FPL 1982 UPS Acreement ("1982 

UPr)J (If) of the .JIA UPS OblllatlonJ (u hereinafter deflnedh and (Ill) of 

110 MW of the Initial UPS and the 1991 UPS (as such terms are defined in the 

Latter of 1 .t ent, dated u of July 27, 1190 (the "Scherer 4 Letter of Intent") 

amon, Oeot'lfa Power Corporation ("GPC"), SCS, J!A and FPL). The rate for 

(I} abon shall be S0.79/kW-month which Is the effective rate under the 

Tranamlalon Lfna Capacity Rllhtl Acreament between FPL and JEA, dated 

u of January 1, 1915 (the "Capacity Acree ment" and such rate, the "Exlstln~r 

Transrnlalon S.nloe Rata"). The rate for (II) and (Ill) a bove shaJI be 

Florf!M ,_,. ' Li ght ~ 
Doc:Ut lo. -=--=--
Wftneu: Ci. I. tepero !! 
Eatltbit lo. ooa.nt lo._::>_ 
,....1.. oil 
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St.S4/IrW-m.onth (hereinafter referred to u the "New Trarwmlaion Service 

late"). Furthermore, J!A wlU provide PPL the neeeuary firm tran.mlulon 

~enloe to fully accommodate (I) purchues under the SCS - PPL 1988 UPS 

Alnemeat ("1111 PPL UPS") (ezcludJnc PPL early optlon)a (II) 150 MW of 

lllltl&l UPS and 1911 UPS1 and (Ill) dellveriH of power punauant to FPL's 

ownership Interest of Unit 4 of Plant Seberer ("Seherer Unit 4"} all at the 

rate of $1.53/kW- month (hereinafter referred to u the "Pirm Transmission 

Strrice Rate"}. It Ia the parties' Intent to nerotlate promptly to art"ive at 

•utu.U, ntllfactory term• and eondltlou whleh shall be bued on the 

foUowlr'l prlnolpltll 

1. Effeetln upon approval of the Parties, the Capacity Arreement 

wW be amended to lnoreue the amount of firm tranamlalon service by 45 

XW (from 2025 MW to 2070 MW) throulh December 31, 1992. The rate for 

tbll additional 45 MW or tranamlaslon service will be the Exlstlnc 

Tran~mlulon S.rvlce Prloe. In addition, the expiration date of the Capacity 

Acrnment will be utended from December 31, 1982 throup May 31, 1993 

IDd tbe amount of finn transmllllon Hn'fce proylded by JEA durinr such 

atenaloa period wW be ad)uated to permit PPL to receive approximately 

1117 MW of dellYerln under the 1111 UPS (amountlnc to approxlmcately 125 

ll1f of firm tnalm.t.lon terYlce u mON fully detaUed In Table I attached 

bereto) at the lxlltlnr Ttanamlulon Be"'" Price. 

2. Contemporaneously with the effeetlvenen of the arreement for 

Initial UPS but not sooner than Nonmber 1, 1110, JIA wlU provid~ FPL with 

u8ddltlonal SOO MW of firm transmlalon aervlee to aeeomm~ate deliveries 

of Initial UPS and 1191 UPS. The rate for 150 MW of this transmission 

florida Pwer & Light CCIIf*'Y 
DocUt llo. -::--:-:-::= 
Wltnla: G. I . CeperO '!1 
Exhibit llo._ ~t lo._4_ 
,... ..l.. of :L 



,.,lee wW be at tbe Plrm Transmlalon &emce Price and for the remalnlq 

111 IIW at the New Tranamlalon Semce Price. 

3. Tbe IU'I'allpmenb for 300 MW of additional transmission service 

deleribed lD pvqnph 2 hereof wW continue so lonr u PPL Ia purchutnr 

capacity under Initial UPS or 1111 UPS. It Is understood that any 

truwmllllon Hrvlce for Initial UPS or 1911 UPS beyond June 30, 1991 will 

requite the separate mutual qreement of the partlu and <¥Ill extend only for 

a reuonable period. 

4. At the flt1t Clottnr (the "Cloelnl") under the Scherer 4 Purc:hue 

Acreement to be entered Into u contemplated In the Scherer 4 Letter of 

Intent. PPL and .J!A wW each purchue an undivided 17.7316 ownership 

lnt.,...t ~ loherer Unit 4. Contemponneous with such purc:hues PPL will 

... me 110 IIW of JBA._ power pureb&H obllptloM ("J!A UPS Obllptlons") 

under the Unit Power Sale Arreement dated May lt, 1112, between JJ!.A and 

louthern Compeny Iento.., Ina. (the "J!A 1112 UPS Al'f'eement"), (PPL'a 

-.ptloa to be reduced oommenalnr on .January 1, 1193 until May 31, 1995) 

10 tbat the capaaltJ wbloh PPL II obllpted to purehue wlU equal the 

prodget of (I) tbe total capacity an liable under J!A 1182 UPS Al'f'eement 

•81tlplled bJ (b) e fraction the numerator of which 11 150 and the 

ct.o.lnator of which II 401. Table 1, attached hereto, more fully 1ets fc. rth 

tbe aaouat. of .J!A UPS ObllptlonJ uaumed by PPL and u 10 reduced. The 

rate pafable bJ PPL few IUoh capacity lhaU be equal to the effective rate 

papble bJ JIA for JIA UPS Obllptlona. 

S. Bffectlve upon the Closlnr and as set forth In Table 1 attached 

hen tOt 

Florida,._ & Light~ 
DocUt Ito. -~-
WIU.U: G. I. c.perG ... 
btllblt llo. ~ llo • .2_ ,... 2.. of ., 
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(a) JBA will provide to PPL, at the New Tranamlalon Servlee 

Price, up to 150 MW of firm transmission servlee to aeeommodate 

the J!A UPS Obllptlons usumed by FPL. This transmission 

aenlee wW be provided for tbe amount and term deserlbed In 

parqnph 4 hereof. 

(b) J!A will a1ao provide to PPL, at the Firm Transmission 

Servlee Price, up to 180 MW of firm transmission service to 

&OCtOmmodate PPL's ownership Interest In Seherer Unit 4 and 1988 

FPL UPS obllptlons. This tranamlalon servlee will be provided 

until PPL hu sufficient transmission eapaelty to accommodate all 

firm deliveries from Southern Company and Seherer Unit 4. 

1. FPL and J!A acre• that, bued on a total Interface capacity of 

S,tOO MW with 411 MW allocation to Florida Power Corporation, FPL Is 

entitled to 1412 MW and J!A lJ entitled 1292 MW. Additionally, FPL and 

JIA qree that the next lncreue of 100 MW In Total Due Import Capability 

(U defined In Stc!tlon 1.15 of the Plorida/Southem Transmission Interface 

Alloeatloa Atreement (the "'nte.rfaee Acreement") dated May 14, 1990) which 

Ia .. lifted to JOP (u defined In the Interface A~Nement) will be allocated 

to l'PL If l'PL can reuonably demonstrate t.hat FPL t\u taken actions 

na~lnr ncb lnereuer provided, however, tt\at If PPL caMot so demonstrate 

tMa PPL lball receive 10 MW of such lncreue and JEA shall receive 20 MW. 

The pvtlu qree that future lncreues In Import eapaclty beyond the 100 

ll1f eontemplated above will be allocated to the party responsible for such 

lnoreua. The parties arree that the definitive arraements shall •~dress the 

olreumstance where JOP reeelves an asslpment under the Interface 

AII'Hment and PPL and JEA cannot reuonably and In rood faith aJloeate 

Florf dl PaRr & Light c:a.p..y 
Dodtet llo. -=-~=::-
Wi tMU: C. I . tepero 
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IUell .. ltnment between themHlv... Furthermore, PPL and J!A •II'•• to 

eater Into and amend any qreement.s neeena.ry to aeC!Ompllsh the Intent of 

tbll paracraph s. 

1. Tbe PartiH aeknowledre that the tran~mlalon amounts set forth 

h ... tn and In Table I atta~hed hereto are nominal amounts based upon 

currently available Information and u su~h may require adjustment for 

Yariatlona due to actual IJStem C!Ondltlon1 or updated plannlnr Information. 

1. PPL and JBA •II'•• that no publle or other announeement 

eoneemlnJ the transaction~ C!Ontemplated hereby shall be made exeept arter 

mutual consultation and con~ent, provided, however, that (I) eat'h party shall 

be permitted to make such dlaclOIUI'H to the public or to such rovemmenta.l 

apneln u ltl counMl may dHm reuonably necessary to comply with 

applicable laws or to rnpond to replatory C!Oncel'ftSJ and (II) eaeh party may 

make IUCb dleolosuree u may be neces1ary In the attempt to reaeh 

qreement wltb any party wltb whom an •P'"ment Is contemplated by this 

lAtter of Intent. 

t. !zcept u provided tn pvqrapb I hereof, this Letter Is not 

lnteaded to oonatltute an qreement which will be leplly blndlnr on any of 

tbe putl• and II not Intended to be relied upon bJ the partlee u eonstltutlnr 

a final qreement. Thll Letter It written with the underetandlnr that, ucept 

u provided In parqraph 1, no party wW be bound by any of Its terms until 

INipt latloal han been concluded and definitive arreernents have been 

neeut..S covmnt aU of the foretolftl mattere and any additional mattere the 

partln dHm appropriate. Thll Letter II Intended to be an expression or our 

Flortdl '-" & U11M c:.c:.p..y 
Docbt llo • ....,..........,.--­
Wftrwa: C. I . c:.pero .. 
~fbit llo. ~ llo • . ') 
..... _Lof, -
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relf"tlwe lntentlona and of our wllllnp .. to eoatlnue to necotlate In a rood 

faith effort to reach definitive qreements. 

10. Unlea otherwlae pro•lded herein, tbll Letter of Intent shall 

terminate on Deeember 31, 1990. 

If the forecolnJ correctly refleeu our mutually underatar-dlfll, pleue execute 

the enelosed copy of tbla Letter of Intent. 

Very truly youra, 

FLORmA POWER & LIGHT COMPANY 

Al'ftd to u of the date flrat abon wrlttena 

.JACKSONVILLE ILBCTRIC AUTHORITY 

APPROV!D AS TO FORM1 

flor lct. Power & Light c:c.p.wy 
Doctet lo. -=--=--~ 
VI tneu: '· • . c:.pero A 

Extlfbft llo. Doallent lo. :> 
, ... Je_ of .:::L -



DAlE 

1111190-
1Vl1192 

111193-
5131193 

611193-
5131/M 

611/M-
5131195 

611195-

1) 

i!~li 2) 

I !I .. i 3) J .. r 
~J~·f 4) 
j-'1 :- .. 

5) 11 i 6) 

P I 7) 

8) 

TABLE I 
(Note: This, ..... and the figures below .. for lhsttadQn lind e.,._.tion fMirpoMS only.) 

SUMMARY OF PROJECTED 'TIWtSMISseON SERV1C£ 
_, 

··--~----·-···-·-.- .. -- ··~ .. ---. ·. 
' ,, 2) , Jl 4) 5) . ,, 1) 

FPIJJEA fill ·TIANSMISSION J£A TUNSMISSION 1MI . ' TUNSMISSION 
INTEIFACI 1112 SBMCETOfll\ 1112 SIJMCI TO ffll FPL SCHOU#4 SOVICI TO ffll ATEXJSIWG OWNERSHIP C»ADTY UPS UtES UPS AT NEW RATES UPS (MW) ATFIIIM RATES 

(MW) (MW) (MW) (MW) (MW) (MW) (MW) 

' 
1492/1292 2070 45 ., 150 . ,, 150 

150 150 

159211292 1717 125 125 125 - 150 150 

159211292 1035 75 75 300 416 159 

159211292 517 38 38 450 556 

159211292 0 0 900 646 

· - · - -

TOTAL 
Dft.lw.ES 

fill ,..., 
2370 

1992 

1826 

1561 

1546 

The above figures are based on the fllllowing assumptions; FPL interface capacity is cu"ently 1492 MW and will 
increase to 1592 MW by or before 111193 as contemplated by Paragraph 6. 

Capacity sold to FPL under the 1982 FPl· Southern UPS Agreement ("1982 UPS"). 

"Existing" is the Existing Transmission Service Price ($0.79/kW-month). 

Capacity assumed by fPL from JEA's 1982 JEA. Southern UPS Agret!ment (" JEA UPS Obligations"). 

"New• is the New Transmission Service Price ($0.54/kW-montn). 

Capacity sold to FPL under the 1988 fPL · Southern UPS Agreement ("1988 fPl UPS"). 

"firm" is the firm Transmission Service Price (S 1.53/kW-month). 

for 11/1190 to Closing, FPl will be receiving ln1tial UPS or 1991 UPS in lieu of JEA 1982 UPS. 



BBPOU TBB PLORXDA PlJBLIC SBRVICB COJIKISSIOH 

!'LORIDA POWBR & LIGJrl' COKPAHY 

'H81'IKOifY OJ' ROBBRTO R. DBNIS 

DOCD'l' ItO·---

SBP'l'BJCBBR 28 I 1990 

Please state your naae an4 business address. 

A. My name is Roberto R. Denis , and my business address is 

8 

g Q. 

10 

11 A. 

9250 West Flagler Street, Miami, Florida, 33174. 

Who is your .. ployer and what position do you hold? 

I am employed by Florida Power & Light company (FPL) as 

Director of System Planning. 

Please describe your educational and professional 

baokCJZOUDd and ezperienoe. 

I received a Bachelor of Science degree in Electrical 

12 lnqineerinq from Georgia Institute of Technology in 1972. 

13 In 1976, I completed an FPL sponsored course in the field 

14 of nuclear power. I have since attended numerous courses 

15 and aainara at Auburn University, General Electric 

16 company, Ohio state University, and industry 



1 associations. 

2 

3 I am a reqistered Professional Enqineer in the state of 

4 Florida, and a member of the Florida Enqineering society 

5 and the Institute of Electrical and Electronic Engineers. 

6 I also represent FPL on the System Planning Committee of 

7 the Edison Electric Institute and on the System Planning 

8 committee of the Florida Electric Power Coordinating 

9 Group. 

10 

11 Upon graduation in 1972, I was employed by FPL as a 

12 distribution engineer in FPL's Southeastern Division. In 

13 1976, I joined the System Planning Department, where I 

14 was promoted to the position of Supervisor of Generation 

15 Planning in 1980. In 1982, FPL formed the Load 

16 Management and customer Generation Department, at which 

17 time T was promoted to the position of Manager of that 

18 department. In 1985, I joined the Power supply 

19 Department as the Manager of Contracts and 

20 Administration. In January of 1989, I was promoted to 

21 Director of System Planning. 

22 

23 In my present position, I am responsible for the 

24 evaluation of the Company's future need for power supply 

25 and transmiasion facilities and for the formulation of 

2 



1 

2 

3 Q. 

4 A. 

5 

6 

7 

8 Q. 

9 

10 A. 

11 

12 

13 

14 

15 

16 

17 

18 Q. 

19 A. 

20 

21 

22 

23 

24 

25 

plans to satisfy such needs. 

What ia the purpose of your teatiaony? 

The purpose of my testimony is to discuss the results of 

the "Request for Power Supply Proposals" (RFP) FPL issued 

in July 1989. 

Bave you prepared an ezhibi t in coDDection vi th your 

teatiaony? 

Yes. It consists of 3 documents . 

Document No. 1 is a capacity RFP summary listing of 

facilities by name, location, capacity 

(MW), type and technology. 

Document No. 2 is the capacity RFP evaluation criteria. 

Document No. 3 is the relative ranking of the thirteen 

highest scoring proposals. 

Why 4i 4 rPL iaaue an RFP? 

In PPL'a 1988 capacity expansion planning study it was 

determined that a significant amount of additional 

reaourcea were needed by FPL through 1997. These 

resources were required to provide an adequate and 

reliable level of service. 

Among the alternatives available to satisfy the needed 

3 
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4 

5 

6 Q. 

7 

8 A. 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 Q. 

19 A. 

20 

21 

22 

23 

24 

25 

a4ditional reaources was the construction of qeneration 

facilities by FPL. The decision to issue the RFP was an 

effort to aee if a better alternative was available to 

FPL'• own construction. 

What aaoUDt of capacity aa4 in what ttaefraae 4i4 PPL 

aoliait throu9h the RI'P ? 

Propoaala for supply of up to 800 MW of capacity were 

aolicited. Facilities of any MW size were acceptable. 

As stated previously, it was FPL' s objective to find 

better alternatives to its own construction. 

Specifically, alternatives for the constiuction it 

planne4 tor 1996 were requested. However, propqsals in 

Which capacity became available durinq the period between 

1994 and 1997 were accepted to provide additional 

flexibility in satisfyinq FPL's needs. 

What type of auppliera 414 FPL invite to reapon4? 

'l'he •olicitation invite4 responses from all types of 

electric power suppliers, includinq independent power 

producera, PORPA Qualityinq Facilities (QFs) and other 

utilitiea. Respondents had to propose facilities which 

were baaed on proven technoloqies and would be capable of 

using coal or an alternate primary fuel other than oil. 

4 
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5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

g. 

A. 

g. 

A. 

Did FPL intend to aupp1ant ita obligation to purchaae 

froa g• • a UDder the Coaaiaaion • a ru1•• by perai tting th­

to participate in ita RPP proceaa? 

No. In tact the RFP provided the opportunity to 

supplement the amount of QF capacity FPL expected to 

become available under the process established by the 

Commiaaion•s rulea. 

FPL's capacity expansion planning study which determined 

ita need to construct additional facilities presupposed 

that almost 1100 MW QF capacity would become a\railable by 

1997. At the time of the issuance of the RFP only about 

one-halt of this capacity was under contract with the 

remainder being held open to be satisfied by QFs. FPL 

baa not attempted to meet this QF portion not under 

contract with other alternatives. Therefore, in addition 

t~ the QF capacity PPL included in its planning study, 

the 800 MW solicited in the RPP was available tor QFs to 

supply. 

Where could the facilitiea propoaed throuqh the RPP be 

looate4? 

The RFP waa open to facilities located either in Florida 

or out-of-state. However, respondents proposing 

tacilitiea located outside of FPL'a service territory 

5 



2 

3 

4 Q. 

5 A. 

6 

7 

8 

9 A. 

10 

11 

12 

13 

14 

15 Q. 

16 A. 

17 

18 

19 

20 

21 

22 

23 

24 

25 

ware raaponaible for securing the delivery of their 

capacity to the FPL system. 

Bow aany proposals 4!4 J'PL receive? 

Thirty tour proposals totaling 10,793 MW from 24 

different respondents were received. 

Pleaae a'nmarise the proposals. 

A listing of the proposals indicating size in MW, type, 

technology and location is provided in my Document No. 1. 

Of the proposals listed, two were from utilitjes, 18 were 

QF's and 14 independent power producers. All but thr ee 

of the proposals listed were located in Florida. 

What were the aajor steps in the RPP evaluation process? 

The major ateps in the evaluation process were as 

follows: 

• Initial screening to eliminate proposals that 

failed to meet the minimum requirements stated in 

the RFP. 

• Economic screening of the remaining proposals. 

• Detailed evaluation of proposals to identify a 

negotiation award group. 

N-.gotiations with the selected respondent(s) to 

reach contractual agreements. 
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5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

g. 

A. 

Q. 

A. 

Pl ... • 4eacribe thoae atepa in aore 4etail. 

Proposal• were first evaluated to determine whether they 

met certain requirements and m~nimum conditions which 

were specified in the RFP. These included items related 

to the construction plan and schedule, siting, fuel, and 

response completen ss requirements. 

Those proposals meeting the minimum conditions and 

requirements were subjected to an economic screening 

step. The purpose of this screening step was to 

determine if the number of proposals which had to be 

evaluated in detail could be reduced. 

In the detailed evaluation step, proposals were eval uated 

using price and non-price factors. These factors were 

used to select the beat overall proposal and are listed 

in my Document No. 2. The detailed methodology used in 

the evaluation process is proprietary to FPL and has not 

been disclosed to the public. The factor relating to 

the facility location is of particular importance to the 

ultimate selection made by FPL. 

Bow did you treat facility location in the RPP process? 

Locatio~t was evaluated as an element of price as well as 

a non-price factor. Tran-ission penalties were included 

7 
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5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q. 

A. 

Q. 

A. 

Q. 

A. 

in the price evaluation with the most severe penalties 

applied to those facilities located outside the State of 

Flori da and no penalties to facilities located near the 

load center in South Florida. We also evaluated location 

with reqard to the transmission losses the facilities 

would incur, their impact on transfer capability, and the 

overall reliability of FPL's system. 

Why vu special treataent qiven to the facility location? 

rt was necessary to pay particular attention to the 

location of facil i ties becaus e of FPL's load center being 

situated in the southeast portion of the Florida 

peninaula. This tact makes the location of qeneration 

sources more dependent on FPL's transmission system. 

Bow 4i 4 the proposals perfora in the evaluation process? 

one proposal failed the initial screeninq step. Thirty 

three proposals were evaluated in detail. My Document 

No. 3 shows the relative scores of the top thirteen 

proposals. 

What is the current status of the RPP process? 

Three of the tour major steps of the evaluation process 

have now oeen completed. The proposal submitted by the 

Southern Company (Southern) ranked the hiqhest. This 

8 



1 

2 

3 

4 

5 

6 

7 

8 

9 0· 

10 A. 

11 

12 

13 

14 

15 

16 0· 

17 A. 

proposal was tor the sale of capacity from its Scherer 

Unit No. 4. Southern was notified accordingly. In 

addition, a group of facilities was retained in the event 

a final agreement is not reached with Southern. 

Additional information has been requested from these 

facilities in order to perform further evaluations. All 

other respondents have been notified of FPL's selection. 

Are you aatiafie4 with the reaulta of the RFP prooe•• 

Yes. Proposals were received and evaluated reflecting a 

variety of technoloqies, locations, fuel sources and 

types of facilities. Although the RFP process is not yet 

completed, in my opinion it ~dentified available capacity 

alternatives. 

Doea thia conclude your teattaony? 

Yes, it does. 

9 



CAPACITY RFP SUMMARY 
. . I •--

TECHNOLOGY. FACILITY NAME · SIZE (MW) TYPE LOCATION .. ~ ; 

' fW)SOH F\.~ 1 lP l (S ~ COWBINED CVQ.E -· 8ROWMO COUNTY ·' . 216 I 
,. 

"" •. 
tW)S()N F\.ORD\ 2 lP 't 

165 
...: •l ,_ 

(S PIA.VERIZED CCW. 9ROWMO COUNTY .. ' tW>SOH Fl.ORD\ 3 lP 216 ' (S ~ . ·' COMBINED CYQ.E . - OAOE COUNTY ' . . 
I 

tW)S()H F\.ORD\ 4 lP il; 26.8 (S L COMBINED CVQ.E DADE COUNTY !~ ~-~·4 
PAHOK££ POIIER FACIJTY 181.5 

. 
IPP PtA.V£RIZED CCW.. PJlM BEACH COUNTY 

FT. liNERS POWER fACl.ITY ... 5 pp PIA. VERtZ EO CXW. 
. 

LEE COUNTY 181.5 ....... ~ 

CATAW/IBA NUCt.EAR STATION 100 . UTl NUCLEAR ' 
SOUTH CAROLINA . .. 

SQ£RER UNIT NO. 4 848 UTl Pll.VERIZED COAL GEORGIA 
ENSERCH WAll P. L. ! n o or ' FlUIDIZED BED DADE COUNTY 
ENSERCH JA()(SOtM.lE P.l. or COMBINED CVQ.E ' 184 - DWALCOUHTY 
INOEO<-F'ROSTPROOf ENERGY CENT£R 105 or COMBINED CYCLE P(l.,K COUNTY 
POMPANO BOO' ENERGY P. l. 80 or PIA.V£RIZEO COAL BROWARO COUNTY 
SEI & ERl ARCADIA LP 218 or FlUIDIZED BED DESOTO COUNTY 
SEI & ERL DElANO LP 218 or FlUIDIZED BED VOLUSIA COUNTY 
HENDRY POWER STATION 439 IPP PIA. V£RIZEO COAL HENDRY COUNTY 
VLLACE POWER PROJECT 268 IPP COMBINED CYClE DADE COUNTY 
LIBERTY POWER PROJECT 156 or FlUIDIZED BED PJlM BE.ACH COUNTY 
CARt TON POWER FACILITY 376 IPP PIA.VERIZEO COAL HARDEE -DESOTO C. LINE 
WESllJI<E POWER F'ACliTY 376 IPP PIA. VERIZEO COAL DUVAL COUNTY 
Q.EARWATER ENERGY COCEN 400 or PIA. VERIZED COAL MARTIN COUNTY 
BEELINE POWER STATION 175 IPP PIA. VERIZEO COAL PALM BEACH COUANTY 
CYPRESS E.NERCY PROJECT 816 IPP PIA. VERI ZED COAl OKEECHOBEE COUNTY 
DADE COCEN 220 or FlUIDIZED BED DADE COUNTY 
HENDRY COGENERATION 124 Of PIA.VERIZED COAl HENDRY COUNTY 
BRADLEY JUNCnON ELECTRIC CEN. STATION 766 IPP PIA. VERI ZED COAL POLK COUNTY 
VALENCIA POWER STATION 412 IPP ADVANCED COUBINED CYClE HARDEE COUNTY 
TAYLOR CREEK STAnON 724 IPP PULVERIZED COAL OKEECHOBEE COUNTY 
F'ORT OGDEN STAnON 724 IPP PULVERIZED COAL DESOTO COUNTY 
FALCON PENINSULAR POWER PLANT 425 or ADVANCED COMBINED CYCLE DUVAL COUNTY 

"0 0 M:;l O BELLE FONT[ 800 IPP COMBINED CYCLE Al./oBAMA 0 ~ ;.,.-~ or COMBINED CYCLE ~ c ~~~ PANDA-CELOTEX 207 DUVAL COUNTY 
- 3 -::- PANDA-GOLD KIST 207 OF COMBINED CYQE SWANNEE COUNTY o ~ zi z 
--o"'o EMPIRE Ill 181 IPP PUt. VERIZED COAL DADE COUNTY -Z !-' ' 

0 EMPIRE N 127 or PUt. VERI ZED COAL DADE COUNTY :0 

:0 NOT[S: 
0 -or STANDS FOR QUALIFYING FACILITY .. IPP STANDS FOR INOEPENOENT POWER PRODUCER "' ... 

UTL STANDS FOR UTLITY 



CAPACITY RFP PROPOSAL EVALUATION CRITERIA 

1. PRICE AND COST TO FPL 

2. LOCATION 

3. PLANNING AND SCBEDULB FLEXIBILITY 

4. FUEL DIVERSITY AND PRICE RISKS 

5. SECURITY OF FUEL SUPPLY 

6. POWER QUALITY AND RELIABILITY 

7. DISPATCHABILITY 

8. REACTIVE CAPABILITY AND CONTROL 

9. CONTRACT TERM 

10. MAINTENANCE OO'l'AGB SCHEDULING 

11. COMPLETION SBCURI:TY 

12. SECURI:TY FOR PAYMENT IN EXCESS OF VALUE 

13. FINANCIAL VIABILITY OF FACILITY AND RESPONDENT 

14. PLANT MAINTAINABILITY AND AVAILABILITY 

15. RBSPONDBN'l' 'S EXPERIENCE 

16. LBVEL OF DEVBIDPMBNT 

17. STATE AND COMMUNITY BENEFITS 

18 • CONTRACT T£Rlo!S AND CONDITIONS 

Dodtet llo. 
Ffll Witn.a R. R. Dtnla 
Exhfbft llo. 
O~t No.2 
Page 1 of 1 
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

FLORIDA POWER & UGHT COMPANY 

TESTIMONY OF SAMUEL S. WATERS 

DOCKET NO.------

SEPTEMBER 28, 1990 

. a. Pleele atate your name and business address. 

A. My name Is Samuel S. Waters and my business address Is 9250 West 

Flagler Street, Miami, Aorida 33174. 

a. By whom are you employed and what position do you hold? 

A. I am employed by Florida Power & Ught Company (FPL) as the Manager 

of Power Supply Planning. 

a. Pleele dHcrtbe your duties and responsibilities In that position. 

A. I manage the group that Is responsible for the development of FPL's 

generation expansion plans and other generation related activities, such 

as system production cost projections. I also coordinate the annual 



1 Energy C&padty Study, which Is FPL's primary cross-functional program 

2 to develop an integrated plan for meeting future capacity needs. 

3 

" Q. P ..... describe your education and professlonaJ experience. 

5 A. I graduated from Duke Unlverslty with a Bachelor of Science Degree In 

6 ElectrlcaJ Engineering In 1974. From 1974 until1985,1 was employed by 

7 the Advanced Systems Technology Division of Westinghouse Electric 

8 CorporatJon aa a consultant In the areas of Transmission Planning and 

9 Power System Analysis Software. While employed by Westinghouse, I 

10 earned a Masters Degree In Electrical Engineering from Carnegie-Mellon 

11 University In 1976. 

12 

13 t joined the System Planning Department of FPL In 1985 and have 

1<4 WOf1<ed in the Power Supply Planning area since that time. 

15 

~6 I am a registered Professional Engineer in the States of Pennsylvania 

17 and Florida and a Senior Member of the Institute of Electrical and 

18 Electronics Engineers, Inc. (IEEE). 

19 

20 Q. What Ia the purpo8e of your testimony? 

21 A. The purpose of my testimony is to demonstrate how FPL's purchase of 

22 GeotgJa Power Company's (GPC) Plant Robert W. Scherer Unit No. 4 

23 (Scherer Unit No. 4) represents the most cost effective means o~ meeting 

24 FPL'a future need for new generating resources. 1 will discuss the 

2 
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3 

4 

5 

6 

7 

8 

9 

Scherer Unit No. 4 purchase as It relates to FPL's most recently 

developed expansion plan, as presented In the Petition to Determine 

Need for Etectncal Power Plant, Docket Nos. 890973-EI and 890974-EI 

(Need Petition). In so doing, I will briefly review the planning process and 

obfectives employed at FPL. review FPL's base expansion plan as 

presented In the Need Petition, present some significant changes which 

have occurred since the Need Petition was filed and discuss how the 

Scherer Unit No. 4 purchase provides other benefits to FPL customers. 

10 Q. Are you aponaor1ng an exhibit In this case? 

11 A. Vas. It consists of ten documents: 

12 

13 • Documsnt No. 1 Is a summary of FPL's summer peak demand, 

14 winter peak denWld and net energy for load (NEL) forecast. 

15 

18 • Documsnt No. 21s FPL's fuel forecast for residual fuel oil, natural 

17 gas and ooaJ. 

18 

19 • Document No. 31s a summary of the net to grid capacity forecast 

20 to be available to FPL from Qualifying FacUlties. 

21 

22 • DocurnBnt No. 4 Is a summary of FPL's cost of capital 

23 assumptions. 

3 
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8 
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10 

11 

12 

13 

14 

15 

16 

17 

18 

• Document No. 51& a summary of FPL's assumptions on cost and 

perfonnance of new generating units. 

• Document No. 618 a summary of the O&M rates assumed for the 

Scherer unit. 

• Document No. 7is a graphic summary of FPL's base capacity plan 

without the purchase of Scherer Unit No. 4. 

• Document No. 8 Is a graphic summary of FPL's expected loss-of­

load probability (LOLP) through 1997 demonstrating a need for 

new capacity. 

• Document No. 9 is a summary of FPL expansion plans with and 

without the purchase of Scherer Unit No. 4. 

• Document No. 10 is a summary of the relative economics of the 

altematives available to meet the 1996 need. 



1 Bnflw J1l.Ibll Plamplnq PrDcnl ADSI. OblfcfiYH 

2 Q. What Ia the obJective or FPL'a capadty planning proceu? 

3 A. The objective of the capacity planning process at FPL is to provide 

4 adequate resources to reliably meet our customers' future demand for 

5 electric power In a cost-effective manner. While there are many 

6 aJtematives to meet this future demand, the process attempts to Identify 

7 a plan whJch properly balances cost and risk. 

8 

g Q. What 81ternatJvea .. conaldered In the planning procesa? 

10 A. Both generating and non-generating resources are considered, including: 

11 

12 

13 

14 

15 

18 

• Demand Side Management 

• QuaUfylng Facilities 

• Purchased Power 

• New Generating Untts 

17 Q. How.,. these aJtematlvea Integrated Into FPL'a capacity plan? 

18 A. The first step of the planning process Is to Identify the amount of 

1G r810Urcea needed to maintain power supply system reliability. An 

20 expansion plan consisting entirely of FPL constructed generating units ts 

21 then Identified. This expansion plan Is Identified solely for the purpose 

22 of establishing an •avoided cosr basis against which ail other alternatives 

23 can be evaluated. Demand sJde programs are Introduced Into the plan 

5 
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2 

3 

4 

5 

first. followed by qualifying facUlties, then purchased power. Each of 

these resources Is added to the plan to the extent It Is available and cost­

efledtve. Remaining needs are met through the addition of new 

generating capacity. 

6 Q. Does the development of FPL'a capacity plan require that a number 

. 7 of -.umpUona or fOrecaata be made? 

8 A. ~ea. Estimates of conditions must be developed for twenty to thirty years 

9 Into the future. These estimates define a scenario upon which the plan 

10 will ~ based. 

11 

12 Q. What are the moat crtUcat of the assumpUona used to define a 

13 .-nnlng acenarto? 

14 A. The most critical assumptions used In the planning process are: 

15 

18 

17 

18 

19 

20 

• Demand and Energy Forecast 

• Fuel Price and AvaUablllty Forecast 

• Qualifying Facruty (QF) Forecast 

• Cost of Capital Estimate 

• Cost and Performance Estimates for New Generating Units 

6 



1 0. What Ia the aource of the critical auumpUona uaed to develop the 

2 .,..., 

3 A. Several FPL departments provide the Information required to develop the 

.f power supply plan. The demand and energy forecast is provided by the 

5 

6 

7 

8 

9 

10 

11 

12 

13 

1.f 

15 

16 

17 

18 

19 

20 

21 

Research, Economics and Forecasting Department. A summary of the 

peak demand and net energy for load forecast is provided In my 

Document No. 1. The fuel price and availability forecast Is developed by 

the Fuel Resources Department. A copy of the forecast for residual fuel 

oil, natural gas and coal is provided In Document No. 2. The OF foreca.~ 

Is provided by the Bulk Power Markets Department. A summary of the 

OF megawatts (MW) assumed, by year, In the development of the plan 

II presented In my Document No. 3. 

The cost of capital estimates assumed for FPL-amstructed units and for 

the purchase of the Scherer Unit No. 4 Is developed by FPL's Anance 

Department Document No. 4 summarizes the capital structure and the 

cost of capital used In the economic analyses performed. The last of the 

crttical assumptions I have listed, the cost and performance for new 

generating units, Is developed by FPL's Project Management Department. 

I have summarized this data In Document No. 5. The O&M assumptions 

Ul8d for Scherer are shown In my Document No. 6. 

7 



1 Q. How Ia the amount of capacity needed to maintain ayatem reliability 

2 dllemllned? 

3 A . FPL uses two reliability criteria to determine the quantity of resources 

.. required to maintain system reliability: summer peak reserve margin and 

5 loss-of.Joad probability (LOLP). The limits established for these criteria 

6 are a minimum summer peak reserve margin of 15% and a maximum 

7 LOLP of 0.1 days per year. These criteria and associated limits are 

8 commonly accepted In the utility Industry. 

9 

10 Q. How are the economics of alternative means of meetJng capacity 

11 needa compared? 

12 A. Alternative means of meeting capacity needs are compared on a present 

13 value of revenue requirements (PVRR) basis, I.e., the total PVRR of one 

14 alt8mative Is compared to the PVRR of another to Identify the lesser cost 

15 option. Revenue requirements Include the capital, non-fuel operating and 

18 maintenance and fuel costs of an option, as well as the fuel cost Impacts 

17 8IIOCJa!ed with changes In system operating characteristics. 

8 



1 Q. Y• -•tloned that the planning process attempts to balance coat 

2 mel rllk. What tUb must be accounted for? 

3 A. The rtslcs I reter to fall generally Into two categories: 

4 

5 • Tbe risk of not provicing adequate resources to meet customers' 

6 tubn demand for electricity. 

7 

8 • The risk of making capacity decisions which do not provide the 

t most favorable economics to the customer In the long term. 

10 

11 Thele risks are a result of uncertainty over future conditions, Including 

12 ,. MIOUnt of electricity wh•ch will be demanded, the price and 

13 an'atlilty of fuel, the reUablllty of forecast In-service dates of non-ut!llty 

14 ge~aatlon including QFs, general economic conditions, environmental 

15 regulation and other factors. 

18 

17 Q.; How Ia this uncertainty dealt with In the planning process? 

18 A. The uncertainty from the panning perspective Is dealt with In two ways: 

11 through clversfty and flexblllty. Diversity means that future demand is not 

20 met through an over-reliance on any one source of energy or capacity. 

21 For example, the use of several fuel sources provides tor a greater 

22 InsUlation against price or avaJJabllfty changes in any one fuel. Flexibility 

23 refena to the ability to change plans as condltions change; for example, 

9 



1 the ability to accelerate or defer In-service dates of new capacity 

2 additions as demand projectJons change Is advantageous. 

3 

4 These factors must be considered In addition to cost In the development 

5 of a capacity plan. 

8 

7 

8 Btyttw .Q[m:l.II.H Expansion fll!l 

8 0. What Ia FPL•a current ba• generation expansion plan, without the 

10 Scherer Unit No. 4 purchase? 

11 

12 

13 

14 

15 

18 

17 

18 

18 

A. FPL needs approximately 5,400 MW of resources to meet projected 

demand through the year 1997. FPL's current base expansion plan 

consists of a mix of demand side programs, qualifying fadlltles, 

purchased power and new generating capacity. The new generating 

capacity Includes the repowering of lauderdale Unit Nos. 4 and 5, the 

construction of combined cycle units, Martin Unit Nos. 3 and 4, and the 

addition of approximately 800 MW of Integrated coal gasification 

combined cycle (IGCC) units, Martin Unit Nos. 5 and 6. This expansion 

plan is summarized In graphic fonn In Document No. 7. 

10 



1 0. Of the 5,400 MW of rnourcee planned through 1997, how much Ia 

2 filled by currently contracted and approved re80urces? 

3 A. FPL has received Public Service Commission (PSC) approval for demand 

12 

13 

14 

15 

18 

17 

18 

19 

20 

side management (DSM) programs, which Include conservation, 

interruptible rates and residential load control. The Impact of these 

programs will total approximately 1,317 MW through 1997. FPL has also 

received a favorable determination of need from the PSC for the 

repowering of Lauderdale Unit Nos. 4 and 5, and the construction of 

Martin Unit Nos. 3 and 4, totalling approximately 1 ,342 MW of capacity. 

In addition to the above, In 1988, FPL contracted with the Southern 

Companies for approximately 911 MW of capacity In a Unit Power Sales 

(UPS) arrangement. FPL has also signed contracts with OFs and 

received PSC approval for 515 MW of capacity. In addition, FPL has 

algned negotiated contracts totalling 352 MW which have not yet received 

PSC approval. 

The total of these contracted and approved resources Is 4,085 MW, 

leaving approximately 1,358 MW of resource need remaining to be filled 

through 1997. 

11 



1 Q. In what year does FPL need to obtain this additional capacity? 

2 A. Baled on LOLP analysls In which only the contracted and approved 

3 resources were Included, FPL needs approximately 200 MW of additional 

.. capacity by 1995. The results of this analysis, showing LOLP by year, 

5 are ahown In Document No. 8. 

8 

7 Q. How would FPL plan to meet this additional need, withOut the 

8 pun:haae of Scherer Unit No. •? 

9 A. FPL anticfpates that an additional 590 wrw of OF capacity will be 

10 available by 1997. The additional need would be met through the 

11 construction of Integrated coal gastflcation combined cycle (IGCC) units 

12 tOtalling 768 MW. The IGCC units are the most cost-effecti~ of the new 

13 construc::tion generating unit options avaJia.b'e to FPL These units could 

14 be phased Into a 1995/1996 In-service date and address the 1995 neac:t 

15 I previously discussed. 

16 

17 Q. How does this plan compare to the expansion plan presented to the 

18 Commlulon In Docket Nos. 890973-EI and 890974-EI, FPL'a Petition 

18 to Detennlne Need? 

20 A. The new construction requirements are identical to those identified In 

21 these dockets. Conservation projections are somewhat higher In the 

22 longer term and offset a higher demand forecast. 

12 



1 Q, Hfte there been any aJgnlflcant changes aJnce FPL'a Need Petition 

2 ... prepared? 

3 A. Yea. There have been two algnlflc;ant changes since that time which 

4 have an Impact on the generation expansion plan. First. the FPL forecast 

5 of summer peak demand shows an Increase In the short tenn versus the 

8 forecast used In the Need Petition. In 1991-92, this Increase Is 

7 

8 

9 

10 

11 

~2 

13 

14 

15 

16 

17 

18 

approximately 200 MW. The longer tenn forecast remains basically 

unchanged due to the effects of Increased conservation. The second 

major change is a shifting of OF resources used In the Need Petition. In 

the Need Petition, FPL had forecast that 1 ,095 MW of OF power would 

be supplied by 1997. This total amount by 1997 has not changed 

substantially; the currently forecasted total is 1,105 P>K'N. However, 

Included In that total were two large facilitles, 225 MW and 300 tvm, to 

be in-service to meet the summer peaks In 1993 and 1995, respectively. 

Theae facilities represent a substantial share of FPL's total OF 

purchases, and have subsequently been delayed to in-service dates 

which wHI meet the summer peaks of 1994 and 1996, respectively. 

19 Q. Have the8e changes threatened system reliability? 

20 A. No. They do tend to reduce the projected reserves in FPL's capadty 

21 

22 

23 

plan and are, therefore, cause for concern. They also have occurred in 

a time frame in which It is not feasible to economically construct 

additional new capacity, If It were required. Even with these changes, 

13 
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2 

3 

4 

FPL projects Its next capacity addition would be In the 1995-96 time 

frame, since reliability standards are not violated before that time. 

5 Jllllmptqt Ill St;hlrrr J/D/1 JIR,. ~ IlD. .mr l!WJ. 

6 Q. HOw does the purchale of Scherer Unit No. 4 fit Into FPL'a current 

7 bale expanalon plan? 

8 A. The purchase of Scherer Unit No. 4 would allow the deferral of Martin 

9 Unit Nos. 5 and 6, the IGCC units, which were scheduled to begin 

10 service In 1996, assuming that the additional 590 MW of potential OF 

11 capacity is also obtained. 

12 

13 Q. Does the purchase of Scherer Unit No.4 have any Impact on the 

14 ICheduled «:apactty to be brought In--service prior to 1996? 

15 A. No. Although, as described In Mr. Cepero's testimony, the purchase of 

16 

17 

18 

19 

20 

21 

22 

23 

the unit begins in 1991, the Lauder1ale repowering and construction of 

Martin Unit Nos. 3 and 4 have not been deferred. Deferral of this new 

capacity would be unwise at this time given the changes In the load 

forecast and the expected In-service dates of OF capacity which I 

discussed earlier. If these new units were to be delayed, and any further 

changes were to occur resulting In additional capacity need, there may 

not be aufflcient lead time to reschedule these units back to their original 

In-service dates. 

14 



1 0. Pleae dacrtbe the final Impact of the Scherer Unit No. • purchae 

2 on FPL'a current baa generation expanalon plan. 

3 k The purchase of 646 MN of Scherer Unit No. 4 defers Martin Unit Nos. 5 

4 and 6 from 1996 to 1998. Subsequent units In the base generation 

5 expansion plan are also delayed by the purchase of Scherer Unit No. 4. 

6 

7 

8 

9 

10 

The net effect of the purchase of 646 MW Is to avoid an approximately 

equal amount of capacity In the base plan for the life of the unit. I have 

aummarlzed the expansion plans through 1998 with and without Scherer 

Unit No. 4 In Document No. 9. 

11 Q. Ia thla purchase of Scherer Unit No. 4 more cost effectJve than 

12 conatructlon of new capacity by FPL? 

13 A. Yes. When compared to construction of the IGCC units, Martin Unit 

14 

15 

18 

Nos. 5 and 6, the purchase of Scherer Unit No. 4 produces a cumulative 

net present value savings of $584 million over thirty years. 

17 Q. How do the economlca of thla purchase compare to the proJecta 

18 propGIId to FPL In Ita c.pRity AFP? 

19 A. The evaluation of these proJects Is described In Mr. Denis' testimony. 

20 The most economic proposal submitted In response to the RFP was, In 

21 

22 

23 

fact. the Georgia Power proposal offering Scherer Unit No. 4 In a UPS 

arrangement The analysts I have performed shows that the purchase 

arrangement of Scherer Unit No. 4 produces approximately $15 million 

15 
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2 

3 

more aavlngaln present value tonna than the UPS proposal. This does 

not reflect certain other benefits associated with the purchase. 

4 Q. Ate there additional benefits provided by the purchale oi Scherer 

5 Unit No. 4 when compared to the UPS arrangement? 

8 A. Yea. The purchase of Scherer Unit No. 4 offers several other benefits 

7 when compared to the UPS offer, Including: 

8 

9 

10 

11 

12 

13 

14 

15 

18 

17 

• Facilitation of the expansion of the Southern-Florida transmission 

Interface. 

• Inclusion of associated emission allowances In the sale. 

• Assuming the unit life will extend beyond thirty years, FPL will not 

have to replace the capaclly, as It would under the UPS 

arrangement. 

18 Q, How doee the Scherer Unit No. 4 purchase compare to purchaaea 

18 flam QFa? 

20 A. The 8QOI1omlca of the Scherer Unit No. 4 purchase compare favorably to 

21 

22 

23 

purchases from OFs under a Standard Offer contract. The purchase of 

Scherar Unit No. 4 aavea approximately $436 million versus the 1996 

Standard Offer at no rtak factor and $225 million versus the Standard 

16 



1 

2 

3 

.. 

Offer at a 20% nak factor cumulative present value over thirty years. In 

aclditlon, lle Scherer Unit No. 4 purchase offers less riSk to ratepayers 

than purchases from QFs, or from Independent Power Producers (IPPs). 

5 0. How does the purchue of Scherer Unit No. 4 present leu riSk to 

8 PPL ratepayera than purchuH from QFa or IPPa from a planning 

7 per8peCtlve? 

8 A. When compared to any unit which ls not currently in-service, Scherer Unit 

9 No. 4 has an advantage, In that It Is already licensed, constructed and 

10 operating. It offers proven technology and performance. Additional 

11 

12 

13 

14 

15 

18 

17 

comfort Is provided by the fact that this Is a sister unit to several others 

at the same site which have a proven track record. New QF or IPP units 

Introduce uncertainty over operating performance and delivery schedules. 

In 8dcfion, those OF facUlties which operate under a Standard Offer 

contract represent even greater risk since there is little certainty of 

performance guaranteed In the contract. 

18 Q. Would you pl .... aummarlze the economics of the Scherer Unit 

13 No. 4 purchase? 

20 A. Yea. I have shown, In summary form, the components of cost or the 

21 several expansion alternatives In Document No. 10. 

17 



1 Q. 00. FPL have autflclent tranamlaalon capacity to take delivery of 

2 the Scherer Unit No. 4 purchase? 

3 A. Yes, given the allocation of transfer capability assoclated with this 

4 agreement 

5 

8 Q. HM eddltlonal tranaml•lon capability been factored Into your 

7 economic analysis? 

8 A. Yes. The availability to FPL of an additional 500 MW of transmission 

8 

10 

11 

12 

13 

14 

15 

18 

17 

18 

18 

transfer capability over the Florida-Southern Interface, as discussed In 

Mr. Cepero's testimony, has been modeled. The additional transfer 

capabiDty aJso allows FPL to take advantage of additional short tenn 

economy purchases when available. Overall, the purchase of Scherer 

Unit No. 4 and the addition of new Interface capability provide Increased 

benefits versus the purchase alone. Assuming approximately $180 

mlllon as a rough estimate for the cost of adding 500 MW of new 

trlnaml8slon Interface capacity for FPL. the purchase of Scherer Unit No. 

4, along with the Increased ability to make economy purchases, provides 

the approximately $584 million of cumulative net present value revenue 

requirement savings when compared to the base case expansion plan. 

18 



1 Q. Since Scherer Unit No. 4 Ia coal-fired, will pending IICid rain 

2 leglalatlon have a negative Impact on the economtca of the 

3 purchae? 

4 A. No, pendng acid rain leglslatJon Is not expected to have a negative 

5 impact on the economics under currently proposed legislation. As 

6 descrlled in Mr. Cepero's testimony, FPL will be entitted to, as part of the 

7 

8 

8 

10 

11 

12 

purchase, any emission and other such environmental aJtowances 

assodatad with its undivided owne~ interest in Scherer Unit No. 4 as 

a result of the conte~ amendments to the Clean Ai Act or any 

oe. legisJatJve or regulatory action. These allowances wil be a 

penra1ll1t lnaament to FPL's total. 

13 ~ You_.. .. _.., tt1111 you dMI with uncertainty In the plan with 

14 ._lltr ..- ftulbllty. How does the purchase of Scherer Unit 

15 No. 4 contribute to u... goals? 

16 A. Sc:harer Unit No.4 increases the amount of energy supplied by coal In 

17 

18 

18 

20 

21 

22 

.. FPL fuel mix. Currently, FPL produces approximately 2o/o of Its 

energy from coal-fired generation. With the purchase of Scherer Unit 

No. 4, that will Increase to approximately 8% by 1997. This Increase In 

coaJ.ftred generation Improves the diversity of the fuel mix. Flexibility, 

which Is contained In the FPL base plan without Scherer, Is maintained 

With the Scherer purchase, which provides early capacity capable of 

19 



7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

1i 

20 

21 

22 

23 

addressing changes In the very near tenn, some of which we have 

already seen. 

a. Would you please summarize the advantages of the purchase of 

A. 

Scherer Unit No. 4, from • planning perapectJve? 

First and foremost. the purchase of 646 MW of Scherer Unit No. 4 

provides a savings of $584 mllllon versus construction of a new unit by 

FPL It also provides competitive economics versus the best project 

offered in FPL's capacity RFP and versus potential qualifying facility 

projects. Thus, It Is the most cost effective means of meeting future 

demand available to FPL at this time. 

In addJtion to favorable economics, the purchase offers a number of other 

acMintages. First. the unit is a known quantity with demonstrated 

performance and Identified costs. Second, It Is a coal-fired unit with a 

high availability which helps diversify FPL's fuel mix. The potential 

downalde of acid rain related costs has been addressed, as allowances 

are Included as part of the purchase. 

Third, the purchase offers capacity In the short tenn, which will reduce 

concem over volatile assumptions In the load forecast and OF supply. 

The unit Ia dspatchable, and maJntenance scheduling will be defined by 

FPL fn addition, when packaged with the additional transmission 

20 



1 

2 

3 

4 

5 

6 

capability. FPL will be able to take advantage of future economy energy 

availability. All of these advantages serve to benefit FPL customers. 

Overall. the purchase of Scherer Unit No. 4 represents the best option 

available to meet FPL•s 1996 capacity need. 

7 0. Don thla conclude your testimony? 

8 A. Yes. It does. 

21 
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a. BBDLP OJ' !'LORIDA POWER ' Ll:GJIT COMPANY 

DSTDIOJIY 01' HUGH A. GOWER 

DOCDT 50. 

SBPTBKBBR 28, 1990 

Pleaae state your naae, occupation, and business 

a44J:~ss. 

My name is Hugh A. Gower, and I am a partner in 

Arthur Andersen & co., a firm of independent 

public account ants, at 133 Peachtree Street, 

N.B., Atlanta, Georgia 30303 . 

What are your responsibilities with Arthur 

b4ersen ' co.? 

CUrrently, I am area director of the utilities 

a nd telecommunications industries practice of 

Arthur Andersen & Co. for the southeastern 

region of the United states . As such, I have 

responsibility for directing the services 

provided :~r our clients, training of personnel , 

and various administrative matters. I also 

have, or have had, direct responsibility for the 

services we provide to several electric, qas , 



1 

2 

3 

.. 
5 

' 
7 

8 

' 
10 

11 

12 

13 

14 

15 

1' 
17 

18 

lt 

20 

21 

a a 
2J 

24 

25 

0· 

A. 

telephone, air carrier, and motor carrier 

clients located in the southeast. 

Plea•• outline your educational and proressional 

qualirication• and experience related to 

regulated companies and rate-makinq matters. 

I am a graduate of the University of Florida 

with a bachelor of science degree in accounting 

and economics. I am a certified public 

accountant in the states of Florida, Georgia, 

Alabama, and several others . I am a member of 

the American Institute of Certified Public 

Accountanto and other professi?nal 

orqanizations. I hav e been continuously engaged 

in the practice of public accounting since 

graduation from college. 

While I have had experience in a number of 

industries, substantially all of my work for 

more than 3 o years has been devoted to our 

public utilities and telecommunications 

practice. In addition to electric utility 

Colllpani ..s, our practice includes gas 

di•tribution, gas transmission, telephone, motor 

cattier, and airline companies . I have 

2 
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performed independent audits of public 

utilities, as a result of which Arthur Andersen 

' Co. has issued reports on the financial 

statements of such companies, and have 

supervised work in connection with the issuance 

of billions of dollars of securities by public 

utilities. I have also participated in and have 

supervised work in connection with audits of 

various statements, schedules, and other data 

required in connection with annual reports or 

rate applications before the Federal Energy 

Regulatory Commission (FERC) and various s tate 

public service commissions. 

I have directed revenue requirements studies 

involving the analysis of rate base, operating 

rev~ues, and operating expenses. I have 

provided expert testimony and assisted other 

members of Arthur Andersen & co. and clients in 

the preparation of rate case testimony and 

exhibits in cases before federal and state 

regulatory commissions, including the Florida 

Public Service Commission (FPSC or the 

Commission). In addition, I have participated 

in the preparation of Arthur Andersen & co.'s 
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position statements on utility accounting and 

rate matters being considered by legislative 

bodies and regulatory agencies. I chaired the 

Auditing and Regulatory Subcommittee of the 

Telecommunications Industry Advisory Group which 

advised the Federal Communications Commission in 

conne~tion with its adoption of its new Uniform 

System of Accounts (Part 32). Specifically, the 

subcommittee dealt with issues regarding 

compliance with generally accepted accounting 

principles and proper reporting for both 

regulatory and general-purpose financi~l 

statements when regulatory rate-setting 

practices are based upon me thods other than 

generally accepted accounting principles or when 

multiple commissions having jurisdiction over 

the same company follow different accounting and 

rate-making methods. 

I have participated in and directed the 

developme.nt of financial forecasting models, 

including one of the earliest corporate 

financi al forecasting models developed in the 

electric utility industry. I have directed the 

preparation o f financial forecasts and have also 

4 
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conducted reviews of financial forecasts for 

companies employinq both manual and mechanized 

forecasting systems. In addition, I have 

participated in the development of accounting 

and management information systems as well as a 

variety of operating systems and have directed 

other special studies designed to enhance 

control over utility resour ces, including fuel, 

construction, materials, and labor. 

In recent years, a substantial part of my work 

has been devoted to consulting with public 

utilities and others regarding the economic 

effects of contemplated transactions and 

regarding various rate-making concepts and 

practices. I have also directed management 

audita, the purpose of which was to assess 

whether management systems and procedures 

promote economy and efficiency of operations. 

What ia the purpose of your testimony? 

The purpose of my teatimony is to show: 

1. How Florida Power ' Light Company's (FPL or 

.. the Company) accounting for the purchase of 

an undivided interest in Georgia Power 

5 
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Q. 

A. 

2. 

Company's (Georgia Power) Plant Robert w. 

Scherer Unit No. 4 (Scherer Unit No. 4) 

complies with the requirements of the FERC 

Uniform System of Accounts, particularly 

with respect to the related plant 

acquisition adjustment. 

Why FPL's proposal to include the Scherer 

Unit No. 4 plant acquisition adjustment 

(together with the original c ost less 

accumulated depreciation) in rate base and 

to amortize the acquisition adjustment as 

an operating expense comports with sound 

rate-making practices, is reasonable, and 

should be approv ed by the Co~ission. 

Bave you prepared an ezhibit in connection with 

your te•tiaony? 

Yes, it consists of one document. Document No. 

1 shows the calculation of the plant acquisition 

adjustment that is expected to result from FPL's 

purchase of an undivided interest in Scherer 

Unit No. 4. 

What are the •••ential• of the proposed 

tran•aotion between ~PL and Georgia Power? 

' 
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Q. 

A. 

Aa detailed in the testimony of FPL witnesses, 

PPL proposes to purchase a 646 MW share of the 

846 MW Scherer Unit No. 4 in four increments 

from January 1, 1991 to June 1, 1995. over the 

purchase period, FPL will pay Georgia Power 

approximately $615, 500, 000 in cash, financing 

the transaction from usual sources of capital. 

This unit will be operated on FPL's behalf by 

Georgia Power. 

Plea•e •umaariae the economic and other benefits 

of the Scherer Unit No. 4 purchase. 

The economic a nd other benefits which make the 

Scherer Unit No. 4 purchase superior to other 

available alternatives are summarized below : 

• 

• 

Economic savings in comparison to other 

alternative• including construction, 

purchased power and cogeneration. (S. s. 

.. waters, pp. 14-16). 

Expansion of Southern Company /Florida 

tranamiasion interface (G. R. Cepero, p. 

7). 

7 
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JJ 
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21 

• Improved diversification of fuel mix (S. s. 

• 

Waters, p. 18). 

Known quantity with demonstrated 

performance and identified cost. 

Waters, p . 20) • 

(S. S. 

• Receipt of valuable Clean Air Act emission 

credits (G. R. Cepero, p . 6) . 

• Meets short-term capacity needs (S . s. 

waters, p . 19). 

• Potentiall y greater l i fe span of fossil­

fired unit (G. R. Cepero, p. 6) . 

What ia the relationabip between Arthur 

AD4eraen i co., Georgia Power, and FPL insofar 

a a it relate• to thia propoaed transaction? 

Arthur Andersen ' Co. aerves as independent 

public accountants providing financial auditing, 

tax, and consulting services to Georgia Power as 

well as 'ts parent company, The Southern 

Company, and The Southern Company's other 

• 
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aubaicUary companies. I was personally 

responsible for directing Arthur Andersen & 

Co. '• audits of The Southern Company for the 

years 1983 through 1989 and, in addition, at 

various times directed the audits of each of its 

operating subsidiaries. It has been several 

years, however, since I directed our audits of 

Georgia Power. Neit her I nor any representative 

of Arthur Andersen & Co. participated in the 

negotiations or assisted in the formation of the 

p r oposed Soberer Unit No. 4 transaction nor do 

we have any financial interest in the outcome. 

Our involvement was limited to customary advice 

regarding the financial accounting and income 

tax consequences of the transaction based upon 

the terms being considered by the companiea. 

Wi th what aooountinq 

ooaply with reapeot 

tranaaotion? 

requirements 

to thia 

must FPL 

purchaae 

FPL must account tor this purchase in accordance 

wi th generally accepted accounting principles 

and the FERC Uniform System of Accounts. 

Accordingly, ..he total cost of the generating 

unit will be capitalized on FPL' s books and 
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A. 

depreciated ovar the estimated useful life of 

the unit. 

Do the requir-enta of the Uniform system of 

&ooounta 4iffer from generally accepted 

aooountinq prinaiplea? 

No, the Uniform System of Accounts and generally 

accepted accounting principles both require t hat 

the total cost of the purchased generating unit 

be capitalized. Additionally, the Uniform 

System of Accounts will require that the total 

purchase price be segregated between 

(1) original cost, less accumulated depreciation 

as reflected on Georgia Power's books at the 

date of sale, and (2) plant acquisition 

adjustment and that these amounts be recorded in 

separate accounts. 

I D aiaple tenaa, what ia "plant aoquiaitioD 

a4juataent••? 

In aillple terms, "plant acquisition adjustment" 

ia the difference between the total cost paid by 

a utility for acquired property and the original 

coat (less accumulated depreciation) to the 

utilit y which had first devoted the subject 

10 
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g. 

A. 

prop41irty to public service. 

What part of the Uniform system of Accounts 

require• that the total purohaae coat be 

aeqreqated between original cost and plant 

aoquiaition adjuataent? 

The Uniform System of Accounts states that 

Account 114--Electric Plant Acquisition 

Adjustments. • shall include the difference 

between (1) the cost to the accounting utility 

of electric plant acquired as an operating unit 

or aystem by purchase, merger, consolidation, 

liquidation, or otherwise and (2) the original 

coat, eatimated, if not known, of such property, 

less the amount or amounts credited by the 

accounting utility at the time of acquisition to 

accumulated 

aaortization 

provisions for depreciation 

and contributions in aid 

cnnatruction with respect to such property. 

and 

of 

Bave you ammarised the calculation of the plant 

aoquiai tion adjuataent which ia expected from 

the purobaae of Scherer Unit Ho. 4? 

Yea, this is shown in Exhibit No. ___ , Document 

No. 1. 

11 
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A. 

Pl•-• 4eacribe tlle aouroea of the data 

ooDtaiDed iD your DoouaeDt Bo. 1. 

The source of the $615,504,000 purchase price of 

the undivided interest in Scherer Unit No. 4 

shown on Line No. 1 is tne letter of intent 

dated July 30, 1990 between FPL and Georgia 

Power (letter of intent). FPL estimates that 

the cost of the unit will be increased by 

approximately $2,000,000 (shown on Line No. 2) 

for legal, professional, and related costs 

necessary to complete the transaction. 

These amounts are reduced by $1, 117, 312 (Line 

No. 3) representing estimated depreciation 

included in the charges to be paid by FPL in 

connection with FPL's agreement to purchase 300 

MW of unit power capacity from Georgia Power. 

These credits are specified in the letter of 

intent, and the UPS agreement with Georgia Power 

begins November 1, 1990 and ends December 31, 

1990. Thus, the amount deducted from the 

purchase price represents depreciation charges 

tor two months. This brings the total estimated 

coat of the unit to $616,386,688 shown on Line 

No. 4. 

12 
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Aa shown on Line No. 5, Georgia Power's 

estimated original cost of Scherer Unit No. 4 as 

of the closing date is $525,185,917. Arthur 

Andersen & Co. personnel under my supervision 

verified this amount by compa.ring to Georgia 

Power • s plant accounting records and budgeted 

additions. Line No. 6 shows the estimated 

accumulated depreciation as of each scheduled 

closing date. These amounts were verified by 

Arthur Andersen & Co. personnel under my 

supervision by comparison to the balance shown 

in Georgia Power's records as of July 31, 1990 

and recalculation of the increases from that 

date to the respective closing dates based upon 

applicable depreciation rates. Line No. 7 shows 

the amounts of fuel and other inventories to be 

purchased by FPL as contemplated in the letter 

of intent purchase price of $615,504,000. The 

inventory amounts represent an estimate of FPL's 

purchased inventory based on its purchase 

percentage of 25\ of total Plant Scherer fuel at 

January 1, 1991 and actual materials and 

supplies inventoriea at December 31, 1989. 

These amounts will be adjusted to the actual 

inventory amounts which exist on the respec tive 

13 
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Q. 

A. 

closing dates. Finally, Line No. 8 shows the 

adjustment to remove the deferred income taxes 

applicable to the debt component of AFUDC which 

Georgia Power had credited to the cost of the 

plant during its construction. This adjustment 

is necessary to conform the accounting for the 

cost of the unit to the method followed by 

companies subject to FPSC jurisdiction (i . e. to 

conform net of tax to the gross method of 

recording AFUDC), and the amounts were verified 

to Georgia Power's records by Arthur Andersen & 

Co. personnel under my supervision. 

Line 10 shows the estimated plant acquisition 

adjustment of $111,362,307, representing the 

difference between the purchase cost (Line No. 

4) and the original cost (Line No. 9). 

What waa the genesis of the requirement in the 

Vllifora Syat- of Accounts to segregate original 

coat &D4 plant acquisition adjustments tor 

purchased utility property? 

This requirement was adopted because of concerns 

over inflated values of utility assets which 

vere constructed by or purchased from affiliates 

14 
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or acquired through mergers and other 

acquisitions as utility systems were being 

developed in the late 19th century and the early 

part ·· of the 20th century. Such circumstances 

called into question the reasonableness of 

values which were in excess of original cost and 

led to the present regulatory accounting 

requirements • 

Ia tbia a valid concern in the transaction with 

Georgia Power? 

No, as detailed in the testimony of Mr. Woody 

and other FPL witnesses, FPL selected Georgia 

Power's Scherer Unit 4 proposal as being 

superior to other alternatives available to FPL 

baaed on economic and other criteria. No 

affiliation between FPL and Georgia Power 

exists, and the Georgia Power proposal was 

received at the time when FPL was considering 

alternatives for expansion, including 

cogeneration, purchased power, and construction. 

Thus, the Georgia Power offer was received "in 

competition" with other alternatives. FPL and 

Georgia Power engaged in extensive arm's-length 

negotiation to arrive at the terms of the 

15 
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Q. 

A. 

Q. 

A. 

transaction. This should eliminate any concerns 

over the reasonableness of the purchase price 

~or Scherer Unit No. 4. 

What requlatory accounting treatment does FPL 

propo•e for the plant acqui•ition adjuatment? 

FPL _.proposes to record the plant acquisition 

adjustment in Account 11.4 --Electric Plant 

Acquisition Adjustments as specified in the FERC 

Uniform System of Accounts . The balance in this 

account would be amortized to Account 

406--Amortization of Electric Plant Acquisition 

Adjustment over the depreciable life of the 

unit. 

Doe• the unifora sy•tam of Accounts expres sly 

provide for the amortization of plant 

acqui•ition a4juataents? 

Yea, the Uniform System ot Accounts provides in 

the instructions to Account 114 that: 

debit amounts recorded in this 

account • • • may be amortized to 

Account 425--Miscellaneous 

J...:Aortization over a period not 

longer than the estimated 
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g. 

remaining life of the properties 

to which such amounts relate. 

Theae instructions further provide that should a 

utility wish to account for debit amounts in 

this account in any other manner, it shall 

petition the Commission for authority to do so. 

Account 425 is a '1below the line11 account which 

is presumed to be excluded from revenue 

requirement determinations. For this reason, 

FPL is asking for approval to use Account 406. 

In other wor4a, J'PL is peti tioninq the 

COIIIIliaaion to amortise the plant a.::quisi tion 

a4juataent "above the line"? 

A. Y-, FPL is requesting that it be allowed to 

g. 

include the amortization in operating expenses 

as well as include the unamortized acquisition 

adjustment in rate base, hereinafter referred to 

aa "rate base treatment. •• 

nat ahoul4 be the regulatory guidelines for 

accor41kg rate base treataent of the amounts in 

Account 114? 
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As in other cases where a commission determines 

an investment in plant is prudent and 

reas9.nable, the utility should be allowed to 

both recover the capital invested in the plant 

as well as earn a return on the value of the 

plant • 

Cost in excess of original cost should be free 

from questions of propriety and prudence where 

that cost arises from an arm's-length 

transaction. Although the Uniform SystF.Un of 

Accounts requires a segregation of those costs 

in excess of original cost, the entire cost 

represents the actual cost of the plant, and 

management is accountable for the entire cost. 

More importantly, the prudence of an investment 

does not depend simply on what the "original 

cost" was to the selling company. Moreover, it 

is conceivable that an investment made by 

purchase from an affiliate could also be 

reasonable and prudent where such a transaction 

represents the most beneficial choice for 

customers. In my judgment, if a company makes a 

prudent investment, the entire cost of the 

investment should be accorded 

18 
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Q. 

A. 

Q. 

A. 

treatment. 

WouldD • t it be qoo4 regula~ory policy to siqnal 

the nee4 for restraint by ezclu4inq all--or some 

portion--of the acquisition adjustment from rate 

base? 

No, where the utility has demonstrated (1) the 

need for the f a cilities and (2) that the 

purchased f acility provides the greatest 

customer benefit, a policy o f disallowance of 

plant acquisition adjustments would serve as a 

disincentive for utility managers to make 

prudent and reasonable decisions since they 

would be denied an opportunity to earn a 

reasonable return on total capital invested. 

What woul4 be qoo4 regulatory policy? 

Good ·· regulatory policy would encourage utility 

managers to make planning and operating 

decisions designed to produce: 

o Adequate public service 

o The lowest long-run revenue requirement 

0 A rea•onable return to investors 

Good requldtory policy should be clear and 

administered evenly. This is particularly 
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g. 

A. 

Q. 

A. 

t.portant in the case of planning for capacity 

expansion which requires forecasts of both 

demand and supply variables over many years. 

Given the difficulty of estimating with 

certainty the future values of these variables, 

poor or uncertain regulatory policy would cause 

additional difficulty and would not benefit the 

customer • 

Wber, regulator• allow rate baae treatment ol a 

plant ac:quisition adjustment based in part on 

econoaic benefita to customers, should not the 

acquiaition adjuataent be subject to future 

diaallovance if the economic benefits 4isappear7 

No, that kind of regulatory policy would be an 

incentive for very shor t-run decisions. 

•leaae explain. 

Few, if any, businesses have the planning 

horizons required of utilities considering the 

need for additi onal capacity. Such decisions 

auat be made prospectively, based upon the best 

information available, but considering numerous 

variables of both demand and supply. Capacity 

decisi ons, once made (and executed), represent 
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A. 

substantial s~~ costs. When made on the basis 

of prudent, careful, and rigorous analysis of 

all available information and best management 

judt,;paents, it would be patently unfair to deny 

recovery of actual leqitimate costs because one 

or more of the planninq variables turned out to 

be different from the forecast. In such an 

environment, there would be a stronq incentive 

to manaqers to minimize financial risk by 

avoidinq lonq-term commitments of capital 

necessary to assure adequate capacity and lower 

long-run costs. 

Baa the ·Florida Public service commission 

a44reaae4 the rate-malting treatment of plant 

aowuiaition coats in previous rulinqa? 

Yes, althouqh none of the cases of which I am 

aware involved transactions of the maqnitude of 

tb Scherer Unit No. 4 transactions, the 

Commission has allowed recovery of and return on 

acquisition adjustments where these plant 

acquisition adjustment costs were not greater 

than the benefits received by utilities' 

customers. 
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Q. 

A. 

Q. 

save otber atate ooaaiaaiona followed ai.Jailar 

polioiea on aoquiaition a4juataenta? 

Yea, as an example, the Indiana Utility 

R~atory Commission has addressed that 

question in a case involving Indiana Gas Company 

atating that: 

certain criteria are generally 

recognized a s necessary in order 

to justify. favorable 

acquisition adjustment treatment 

Those criteria include : 

e The excess of purchased price over original 

cost was paid as the result of an 

arm's-length bargaining between 

nonassociated buyer and seller~ 

e The p~rchase necessitating the excess did 

or reasonably should have resulted in 

p\JDlic benefit by improvement of service to 

customers or in lowered rates or both 

better service and lowered rates. (Indiana 

Utility Regulatory Commission, cause No. 

38302, January 20, 1988, 89 PUR4th) 

What baa been tbe nRC • a poai tion on tbia issue? 
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A. 

Q. 

A. 

In its order in Dockets Nos. RP82-84-000, 

RP83-45-000, and RP83-14-000 dated April 27, 

1983, PERC stated: 

The Commission has recognized 

that a purchaser may include the 

acquisition adjustment in its 

rate base upon a showing that the 

excess paid over the depreciated 

original cost results in specific 

dollar benefits to the pipeline's 

customers. These benefits may 

include "decreases in rates, 

improved services or economies in 

operation which are clearly 

related and solely the result of 

the acquisitions." Further, the 

benefits must be tangible and 

nonspeculative. (23 FERC P61, 

151) 

Isn•t it true that none of the requlatory 

precedents you cite involved plant acquisition 

adjustaents ot the aaqnitude of the Scherer unit 

•o. 4 tr~saction? 

Yea. It ia true that neither the cases I cite 
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nor any o~ which I am aware involve acquisition 

a4ju•tments o~ this magnitude. I think it is 

unlikely that regulatory authorities have had to 

conai4er cases involving amounts this large or 

transactions of this nature. For that matter, 

transactions of this nature weren't contemplated 

when regulatory authorities developed and 

adopted the accounting requirements relating to 

original cost and plant acquisition adjustments. 

Then o~ what relevance are these cases? 

They are relevant insofar as these requlatory 

authorities express a willingness to permit 

recovery o~ and return on investments made which 

pro4uce bene~its to utilities' customers greater 

than alternative choices. In other words, the 

right regulatory answer doesn't depend totally 

on the regulatory accounting and reporting 

requirements. 

Ratepayers shou1dn't be deprived of benefits of 

better choices by utilities just because the 

choice involves purchase of existing property. 

The appropriate regulatory response should 

provide an answer no di~ferent than when 

24 
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g. 

A. 

g. 

considering choices among new construction 

alternatives. And from the investors• 

standpoint, the right answer should not depend 

upon when the utility became the property's 

owner. 

If the Commission allows FPL's request for rate 

base treatment of the Soberer Unit No. 4 plant 

acquisiti on adjustment, wouldn't it be a signal 

encouraging widespread attempt• by utilities to 

recover inflated values paid to acquire utility 

assets or businesses? 

Only if the regulatory policy is misunderstood. 

It should be remembered that the Uniform system 

of Accounts requires specific authority from the 

Commission for rate base treatment, a 
.. . 

requirement so well-established that it is 

unlikely that such an attempt would escape 

car•ful regulatory review. Each case would be 

evaluated on its merits, and a clear statement 

of regulatory policy should avoid any u.ndue 

misunderstanding. 

Bow de. a the evidence reqardinq tbe proposed 

purchase of the Scherer Unit Ho. 4 by FPL relate 
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A. 

g. 

to the r~atory preaedeDts you bave outlined? 

FPL witnesses have 

additional capacity, 

shown (1) the need for 

(2} the proposed purchase 

was negotiated at arm•s-lenqth, (3) the purchase 

price is reasonable, and (4) the Scherer Unit 

No. 4 purchase can be expected to provide 

economic and other significant qualitative 

benefits to FPL customers. This evidence 

clearly shows that the rate-making treatment of 

the Scherer Unit No. 4 plant acquisition 

adjustment proposed by FPL is justified under 

the regulatory precedents just outlined. 

xr. Gover, do you believe that the evidence 

recJar4ing I'PL'• propoaed purchase of Scherer 

Unit •o. 4 juatifiea favorable treatment of the 

aoquiaition a4juataent by the FPSC? 

Yes, based on th.e testimony provided by FPL, I 

beli~ve that it has met the necessary standards 

and that the Commission should allow favorable 

rate-making treatment of the plant acquisition 

adjuatmant--namely, inclusion in rate base and 

~orti ation above the line. 
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Q. 

A. 

Doaa tbia conclude your taatiaony? 

Yes, it does. 
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lLQUQA lOIII I LXCUI'l' CQIPMY 

SILSPL'ZXOM or 111 PLIIZ &CQVIBIZIOM ADJVSTMIHT BIPBC%BD 

10 QIVLT DOl Ul PJJBCIMI or M JOO)IVIDID Ilf'l'IRBS'l' IN 

ICBIUR VJJXT lfO, 4 

Description 

COST OF ASSETS ACQUIRED: 

Purchase price 
Estimated acquisition costs and 

expenses .. 

Estimated UPS contract credits 

Total estimated cost 

ORIGINAL COST OF ASSETS ACQUIRED: 

oriqinal cost 
Estimated accumulated depreciation 
Estiaated fuel and materials 

inventories 
Adjuataent for incoae tax eff ect 

of the debt portion of AFUDC 
credited to plant cost 
by Georg-ia Power company 

Oriqinal cost of 
assets acquired 

IS'l'IMATED ACQUISITION ADJUSTMENT 

AmOUnt 

$615,504,000 

2,000,000 

(1,117,312) 

616,386,688 

525,185,917 
(69,418,682) (a) 

21,650,366 (b) 

27,606,780 

505,024,381 

$111,362,307 

(a) Repreaenta actual accumulated depreciation at July 31, 
1990, increased by 2.75\ annual depreciation to 
respective closinq dates. 

(b) Price of fuel and aaterials inventories to be adjusted to 
actual aao~ta at dates of closing. 

Florldl ,_,. & llllht ~ 
Docbt llo. --­
VI~: I . A. &cMar 
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