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PARTICIPANTS : 

MARTHA BROWN, T I M  DEVLIN,  M I K E  HAFF, LARRY 
HARRIS ,  CHRISTINE KENNY and PETE LESTER, F1 o r i  da 
P u b l i c  Se rv i ce  Commission. 

STAFF RECOMMENDATION 

I S S U E  1: Does F l o r i d a  Power & L i g h t  Company have a 
need f o r  M a r t i n  U n i t  8 ,  t a k i n g  i n t o  account t h e  need 
f o r  e l e c t r i c  system re1 i ab i  1 i t y  and i n t e g r i  t y ?  
RECOMMENDATION: I n  o rde r  t o  p r e c i s e l y  meet a 
p lann ing  reserve margin c r i t e r i o n  of 20.0%, FPL needs 
o n l y  1 5  MW o f  c a p a c i t y  w i t h  t h e  a d d i t i o n  o f  Manatee 
U n i t  3 i n  summer 2005. Therefore,  FPL does n o t  have a 
p ress ing  r e l i a b i l i t y  need f o r  t h e  e n t i r e  789 MW o f  
c a p a c i t y  f rom M a r t i n  U n i t  8 u n t i l  summer 2006. 
However, as discussed i n  I s s u e  14,  j t  i s  more 
c o s t - e f f e c t i v e  f o r  FPL . to  p lace  M a r t i n  U n i t  8 i n t o  
commercial s e r v i c e  i n  2005 r a t h e r  than 2006. p l a c i n g  
M a r t i n  U n i t  8 i n t o  s e r v i c e  i n  2005 w i l l  enhance F P L ' s  
e l  e c t r i  c system re1 i a b i  1 i t y  and i n t e g r i  t y .  

I S S U E  2 :  Does F l o r i d a  Power & L i g h t  Company have a 
need Manatee U n i t  3 ,  t a k i n g  i n t o  account t h e  need f o r  
e l  e c t r i  c s e r v i  ce re1 i ab i  1 i t y  and i n t e g r i  t y ?  
RECOMMENDATION: Y e s .  FP&L has an est imated need f o r  
1 ,122  MW of c a p a c i t y  f o r  summer 2005. The 1,107 MW o f  
summer c a p a c i t y  f rom Manatee U n i t  3 i s  needed by FPL 
t o  ensure e l  e c t r i  c system r e 1  i ab i  1 i t y  and i n t e g r i  t y .  
w i t h  t h e  a d d i t i o n  o f  Manatee U n i t  3 i n  summer 2005, 
FPL 'S p r o j e c t e d  reserve margin f o r  summer 2005 i s  
19.92%. 

I S S U E  3 :  Does F l o r i d a  Power & L i g h t  have a need f o r  
M a r t i n  U n i t  8 ,  t a k i n g  i n t o  account t h e  need f o r  
adequate e l  e c t r i  c i t y  a t  a reasonable cos t?  
RECOMMENDATION: Yes. FPL has chosen a proven 
technol  ogy and has exper i  ence w i t h  t h e  c o n s t r u c t i o n  
and o p e r a t i o n  of combined c y c l e  u n i t s .  The est imated 
cos ts  f o r  M a r t i n  U n i t  8 appear t o  be reasonable. 

I S S U E  4 :  
need f o r  Manatee U n i t  3 ,  t a k i n g  i n t o  account t h e  need 
f o r  adequate e l e c t r i c i t y  a t  a reasonable cos t?  
RECOMMENDATION: Yes. FPL has chosen a proven 
technol  ogy and has exper i  ence w i t h  t h e  c o n s t r u c t i o n  
and o p e r a t i o n  o f  combined c y c l e  u n i t s .  The est imated 
cos ts  f o r  Manatee U n i t  3 appear t o  be reasonable. 

Does, F l o r i d a  Power & L i g h t  Company have a 
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I S S U E  5 :  Are t h e r e  any conserva t i on  measures taken  
by o r  reasonably a v a i l a b l e  t o  F l o r i d a  Power & L i g h t  
Company t h a t  might  m i t i g a t e  t h e  need f o r  M a r t i n  U n i t  
8? 
RECOMMENDATION: No. FPL appears t o  have implemented 
a l l  a v a i l a b l e  c o s t - e f f e c t i v e  conserva t i on  and 
demand-side management measures. 

ISSUE 6: Are t h e r e  any conserva t i on  measures taken  
by o r  reasonably a v a i l a b l e  t o  F l o r i d a  Power & L i g h t  
company t h a t  might  m i t i g a t e  t h e  need For Manatee U n i t  
3? 
RECOMMENDATION: No. FPL appears t o  have implemented 
a1 1 avai  1 ab1 e c o s t - e f f e c t i v e  conserva t i on  and 
demand-side management measures. 

I S S U E  7: Has F l o r i d a  Power & L i g h t  Company 
adequatel y ensured t h e  ava i  1 a b i  1 i t y  o f  f u e l  commodity 
and t r a n s p o r t a t i o n  t o  serve M a r t i n  U n i t  8? 
RECOMMENDATION: Y e s .  w h i l e  FPL has y e t  t o  s i g n  a 
c o n t r a c t  t o  supply n a t u r a l  gas t o  t h e  proposed u n i t ,  
FPL w i l l  p rov ide  t h e  Commission w i t h  a copy o f  t h e  
s igned c o n t r a c t  f o r  commodity and t r a n s p o r t a t i o n  t o  
serve M a r t i n  U n i t  8 once signed. 

I S S U E  8: Has F l o r i d a  Power & L i g h t  Company 
adequatel y ensured t h e  ava i  1 ab i  1 i t y  o f  fuel commodi t y  
and t r a n s p o r t a t i o n  t o  serve Manatee U n i t  3? 
RECOMMENDATION: Yes. w h i l e  FPL has y e t  t o  s i g n  a 
c o n t r a c t  t o  supply natura7 gas t o  t h e  proposed u n i t ,  
FPL w i l l  p rov ide  t h e  Commission w i t h  a copy o f  t h e  
s igned c o n t r a c t  f o r  commodity and t r a n s p o r t a t i o n  t o  
serve Manatee U n i t  3 once signed. 

I S S U E  9: D i d  F l o r i d a  Power & L i g h t  Company's 
Supplemental Request f o r  Proposals i ssued A p r i  1 26 ,  
2002, s a t i  s f y  t h e  requi  rements o f  Rul e 25 -22 .082 ,  
F l o r i d a  A d m i n i s t r a t i v e  Code? 
RECOMMENDATION: Yes. FPL p r o p e r l y  i ssued  and 
evaluated t h e  supplemental RFP i n  accordance w i t h  Rule 
25-22.082,  F l o r i d a  A d m i n i s t r a t i v e  Code, and has 
t h e r e f o r e  s a t i  s f i  ed t h e  requ i  rements o f  t h e  r u l e .  

ISSUE 10: Was t h e  process used by F l o r i d a  Power & 
L i g h t  Company ' to  eva lua te  M a r t i n  U n i t  8 ,  Manatee U n i t  
3 ,  and p r o j e c t s  submi t ted i n  response t o  i t s  
Supplemental Request f o r  Proposal s 4 ssued Apr i  1 26 ,  
2002, f a i  r ,  reasonable, and approp r ia te?  

s e l  f -bu i  7 d o p t i  ons , i n d i  v i  dual  responses t o  t h e  
RECOMMENDATION: Yes. FPL' S ana1 y s i  s O f  i t s  
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supplemental RFP, and grouping o f  proposals  f o r  
purposes o f  t h e  economi c eva l  u a t i  on was approp r i  a t e .  
F P L ' S  e v a l u a t i o n  process reasonably r e s u l t e d  i n  t h e  
choice o f  t h e  most c o s t - e f f e c t i v e  a l t e r n a t i v e  requ i  red 
by s t a t u t e .  

ISSUE 11: I n  i t s  e v a l u a t i o n  o f  M a r t i n  8 ,  Manatee 3 ,  
and p r o j e c t s  f i l e d  i n  response t o  i t s  supplemental 
Request f o r  Proposals i ssued  on A p r i l  26, 2002, d i d  
F l o r i d a  Power & L i g h t  employ f a i r  and reasonable 
assumptions and methodol o g i  es? 
RECOMMENDATION: Yes .  Given t h e  v a r i a t i o n  i n  t h e  
proposals w i t h  regard t o  te rm and megawatts proposed, 
t h e  rnethodol o g i  es empl oyed t o  eval  ua te  suppl y - s i  de 
o p t i o n s  w e r e  f a i  r and reasonable. As discussed i n  
s t a f f ' s  recommendation f o r  I ssues  l l ( a >  through l l ( g )  , 
FPL used f a i r  and reasonable assumptions i n  e v a l u a t i n g  
a1 1 suppl y - s i  de o p t i o n s  . 
I S S U E  l l l a )  : Were t h e  assumptions r e g a r d i  ng 
parameters t h a t  FPL assigned t o  i t s  own proposed u n i t s  
reasonable and approp r i  a te? 
RECOMMENDATION: Yes. F P L ' s  heat  r a t e  and 
a v a i l a b i l i t y  assumptions f o r  M a r t i n  U n i t  8 and Manatee 
U n i t  3 a re  reasonable and a p p r o p r i a t e .  

ISSUE 11Cb) : D i  d FPL app rop r i  a te1 y model v a r i  ab1 e 
O&M cos ts  i n  i t s  a n a l y s i s ?  
RECOMMENDATION: Y e s .  FP&L used t h e  v a r i a b l e  O&M 
c o s t s  contained i n  i t s  supplemental RFP f o r  t h e  
s e l  f - b u i  1 d p r o j e c t s .  FPL modeled v a r i  ab1 e O&M c o s t s  
f o r  t h e  b idde rs  as they were b i d .  

I S S U E  1lCc): When model ing and q u a n t i f y i n g  t h e  c o s t s  
o f  a l l  o p t i o n s ,  d i d  FP&L f a i  r l y  and a p p r o p r i a t e l y  
compare t h e  cos ts  o f  p r o j e c t s  hav ing d i f f e r e n t  
du r a t i  ons? 
RECOMMENDATION: Y e s .  FPL 's  use of g r e e n f i e l d  f i l l e r  
u n i t s  i n  i t s  expansion p l a n  s t u d i e s  was a p p r o p r i a t e .  

ISSUE I l C d ) :  when modeling and q u a n t i f y i n g  t h e  c o s t s  
o f  a l l  op t i ons ,  d i d  FPL employ assumptions rega rd ing  
t h e  gas t r a n s p o r t a t i o n  c o s t s  a p p l i c a b l e  t o  f i l l e r  
u n i t s  t h a t  were f a i  r ,  reasonabl e,  and approp r ia te?  
RECOMMENDATION: Y e s .  FPL used i d e n t i  cal gas 
t r a n s p o r t a t i o n  c o s t  assumptions f o r  f i l l e r  u n i t s  f o r  
genera t i  on expansion p l  ans c o n t a i  n i  ng b o t h  FPL' s 
s e l  f - b u i  1 d u n i t s  and t h e  RFP p r o j e c t s .  

__ 
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ITEM 11Ce): when modeling and q u a n t i f y i n g  t h e  c o s t s  
o f  a l l  o p t i o n s ,  i n c l u d i n g  i t s  own, d i d  FP&L 
approp r i  ate1 y and adequatel y t a k e  c y c l  i ng and s t a r t - u p  
c o s t s  i n t o  account? 
RECOMMENDATION: Y e s .  F u r t h e r ,  FPL model ed c y d  i ng 
and s t a r t - u p  cos ts  i d e n t i c a l l y  f o r  i t s  s e l f - b u i l d  
u n i t s  and t h e  RFP p r o j e c t s .  

ISSUE 11C.f) : when model i ng and q u a n t i  f y i  ng t h e  c o s t s  
o f  a l l  o p t i o n s ,  d i d  FPL a p p r o p r i a t e l y  and adequately 
t a k e  i n t o  account t h e  impact of seasonal v a r i a t i o n s  on 
heat  r a t e  and u n i t  ou tpu t?  
RECOMMENDATION: Yes. u s i  ng g r e a t e r  p r e c i  s i  on t o  
model seasonal v a r i a t j o n s  on heat  r a t e  and u n i t  o u t p u t  
was unnecessary and would have a f f e c t e d  bo th  t h e  FP&L 
s e l f - b u i l d  u n i t s  and t h e  RFP p r o j e c t s  v i r t u a l l y  t h e  
same. 
I S S U E  11Cq): Did  FP&L a c t  i n  a f a i r ,  reasonable, and 
a p p r o p r i a t e  manner i n  n o t  c o n s i d e r i n g  f o r  t h e  s h o r t  
l i s t  p o r t f o l i o s  t h a t  i n c l u d e d  TECO and o t h e r  b i d d e r s ,  
i n  p a r t ,  because TECO'S reserve margi n requ i  rement 
m igh t  be impai red? 
RECOMMENDATION: Y e s .  FPL considered, b u t  
a p p r o p r i a t e l y  d i d  n o t  i n c l u d e ,  TECO on i t s  s h o r t  l i s t .  

ISSUE 1 2 :  Was F l o r i d a  Power & L i g h t  Company's 
d e c i s i o n  t o  apply  an e q u i t y  p e n a l t y  c o s t  t o  p r o j e c t s  
f i l e d  i n  response t o  i t s  Supplemental Request f o r  
Proposals app rop r ia te?  I f  so, was t h e  amount p r o p e r l y  
c a l  c u l  ated? 
RECOMMENDATION: No.  The a p p l i c a t i o n  o f  t h e  e q u i t y  
p e n a l t y  i n  F P L ' S  e v a l u a t i o n  o f  o u t s i d e  supply  o p t i o n s  
i s  n o t  a p p r o p r i a t e  i n  t h i s  case. The Commission 
should determi ne t h e  approp r i  ateness o f  an equ-i t y  
p e n a l t y  on a case-by-case b a s i s .  Even w i t h o u t  t h e  
implementat ion o f  t h e  e q u i t y  p e n a l t y ,  F P L ' S  s e l f - b u i l d  
o p t i o n  s t i l l  appears t o  be t h e  most c o s t - e f f e c t i v e  
method o f  adding capac i t y .  

I S S U E  1 3 :  I n  i t s  e v a l u a t i o n  o f  M a r t i n  U n i t  8 ,  
Manatee U n i t  3 ,  and p r o j e c t s  f i l e d  i n  response t o  i t s  
Supplemental Request f o r  Proposals i ssued  on A p r i l  26,  
2002, d i d  F l o r i d a  Power & L i g h t  Company p r o p e r l y  and 
adequatel y eval  uate t ransmi  s s i  on i n t e r c o n n e c t i  on and 
i n t e g r a t j o n  costs? 
RECOMMENDATION: Y e s .  FPL p r o p e r l y  and a c c u r a t e l y  
eva lua ted  transmi s s i o n - r e l a t e d  c o s t s  f o r  t h e  RFP 
p r o j e c t s  and FPL 'S  s e l f - b u i l d  o p t i o n s .  

ACCURATE STENOTYPE REPORTERS, INC. 



6 

I S S U E  14: Is F l o r i d a  Power & L i g h t  Company's M a r t i n  
u n i t  8 t h e  most c o s t - e f f e c t i v e  a1 t e r n a t i  ve avai  1 ab1 e? 
RECOMMENDATION: FPL 's  base-case s e l f - b u i l d  p l a n ,  i n  
which bo th  M a r t i n  U n i t  8 and Manatee u n i t  3 e n t e r  
s e r v i c e  i n  summer 2005, appears t o  be  t h e  most 
c o s t - e f f e c t i v e  a l t e r n a t i v e .  D e f e r r i n g  M a r t i n  U n i t  8 
by one year i s  more c o s t l y  t han  F P L ' S  base-case 
s e l  f - b u i  1 d p l  an. The Cornmi s s i  on ' s dec i  s i  on on I s s u e  
1 2  ( e q u i t y  pena l t y )  w i l l  a f f e c t  t h e  l e v e l  o f  t h e  
c o s t - e f f e c t i v e n e s s  o f  FP&L'S base-case s e l f - b u i l d  
p lan .  

I S S U E  1 5 :  Is F l o r i d a  Power & L i g h t  Company's Manatee 
U n i t  3 t h e  most c o s t - e f f e c t i v e  a l t e r n a t i v e  a v a i l a b l e ?  
RECOMMENDATION: See s t a f f  recommendation on I s s u e  
14. 

I S S U E  16 :  Based on t h e  r e s o l u t i o n  o f  t h e  f o r e g o i n g  
i ssues ,  should t h e  Commission g r a n t  F l o r i d a  Power & 
L i g h t  Company's p e t i t i o n  f o r  d e t e r m i n a t i o n  o f  need f o r  
M a r t i n  U n i t  8? 
RECOMMENDATION: Yes. FPL' s p e t i t i o n  f o r  
de te rm ina t ion  o f  need f o r  M a r t i n  U n i t  8 s a t i s f i e s  t h e  
s t a t u t o r y  requ i  rements o f  Sect? on 403.519, F l o r i d a  
S t a t u t e s ,  and, t h e r e f o r e ,  should be approved. 

ISSUE 17:  Eased on t h e  r e s o l u t i o n  o f  t h e  f o r e g o i n g  
i s s u e s ,  should t h e  Commission g ran t  F l o r i d a  Power & 
L i g h t  Company's p e t i t i o n  f o r  d e t e r m i n a t i o n  o f  need f o r  
M a r t i n  U n i t  3? 
RECOMMENDATION: Yes. FP&L's p e t i t i o n  f o r  
de te rm ina t ion  o f  need f o r  Manatee U n i t  3 s a t i s f i e s  t h e  
s t a t u t o r y  requ i  rements o f  Sect? on 403.519, F l o r i  da 
S t a t u t e s ,  and, t h e r e f o r e ,  should be approved. 

I S S U E  18:  should Docket NOS. 020262-E1  and 020263-~r 
be closed? 
RECOMMENDATION: Yes .  These dockets should be c losed  
a f t e r  t h e  t i m e  f o r  f i l i n g  an appeal has run. 

ACCURATE STENOTYPE REPORTERS, I N C .  
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PROCEEDINGS 

CHAIRMAN JABER: We're on I t e m  N o .  7.  

MR. HAFF: Commissioners, I t e m  No.  7 i s  

s t a f f ' s  pos t -hea r i  ng recommendation on t h e  

F l o r i d a  Power & L i g h t  p e t i t i o n  f o r  d e t e r m i n a t i o n  

o f  need o f  M a r t i n  U n i t  8 and Manatee U n i t  3 .  

s t a f f  has recommended t h a t  t h e  Commission 

approve F l o r i d a  Power & L i g h t ' s  p e t i t i o n .  

On t h e  f r o n t  page under "Specia l  

I n s t r u c t i o n s , "  and on page 4 a l s o  o f  t h e  

recommendation, we've suggested an o r d e r  o f  

d i  scuss i  ng and v o t i  ng t h e  i tems. 

CHAIRMAN 3ABER: Thank you, M r .  H a f f .  

Commissioners, s t a f f  has recommended an 

o r d e r  t h a t  probably works j u s t  f i n e .  I have t o  

just l e t  you know, I ' v e  g o t  ques t i ons  f rom one 

of t h e  b r i e f s .  7: t h i n k  t h a t  i t  may a c t u a l l y  be 

e a s i e r  f o r  me, a t  l e a s t  as one Commissioner, t o  

s t a r t  w i t h  t h e  more general  ques t i ons ,  b u t  

whatever you a l l  p r e f e r .  Is t h a t  a l l  r i g h t ?  

Okay. I ' m  l o o k i n g  -- are t h e r e  any 

c o r r e c t i o n s  t o  t h e  recommendation, s t a f f ?  

MR: HAFF: NO.  

CHAIRMAN JABER: I'm l o o k i n g  a t  t h e  PACE 

b r i e f ,  and -- l e t  me t r y  t o  f i n d  i t  h e r e .  

ACCURATE STENOTYPE REPORTERS, INC. 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

1 5  

16 

17 

18 

19 

20 

21 

22 

23  

24 

25 
m 

8 

There 's  an a s s e r t i o n  on page 8 o f  t h e  PACE 

b r i e f ,  and I ' v e  g o t  a couple o f  f o l l o w - u p  

quest ions t o  t h i s ,  where i t  says i t  p rov ides  

t h a t  -- t h e  a l l e g a t i o n  i s  t h a t  FP&L can t u r n  

around and f i l e  a p e t i t i o n  f o r  a r a t e  i nc rease  

i f  i t  earns below 10% ROE, accord ing t o  t h e i r  

revenue sha r ing  agreement, and i n  f a c t ,  i f  t h e  

PSC adds t h e  two u n i t s  proposed, t h a t  i t  c o u l d  

a c t u a l l y  r e s u l t  i n  an i nc rease  i n  r a t e  base o f  a 

b i l l i o n  d o l l a r s ,  and t h e r e f o r e ,  i t  cou ld  be  

p o s s i b l e  t h a t  t h a t  would t r i g g e r  a p e t i t i o n  f o r  

a r a t e  i nc rease .  Is t h a t  -- how l i k e l y  i s  t h a t ,  

and have you taken a l l  of t h a t  i n t o  account? 

T h a t ' s  probably  a -- T i m  D e v l i n ?  

MR. LESTER: I can -- 

CHAIRMAN JABER: Go ahead, M r .  L e s t e r .  

MR. LESTER: The c u r r e n t  r a t e  s e t t l e m e n t  

i s  a revenue sha r ing  agreement, and so base r a t e  

revenues need t o  reach a c e r t a i n  l e v e l  f o r  

sha r ing  t o  take  p lace .  The a d d i t i o n  o f  t h e  

p l a n t  may a f f e c t  earn ings,  but i t  won ' t  a f f e c t  

t h e  sha r ing  l e v e l s .  

CHAIRMAN JABER: Okay. So s a i d  

d i f f e r e n t l y ,  i s  t h e r e  any concern w i t h  respec t  

t o  adding e i t h e r  o f  t h e  u n i t s  o r  bo th  o f  t h e  

ACCURATE STENOTYPE REPORTERS, I N C .  
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u n i t s  t h a t  customers' r a t e s  i n  any way go u p  

through 2006? 

MR. LESTER: No, t h e r e ' s  no concern. 

CHAIRMAN JABER: Because O f  these two 

u n i t s .  Now, o b v i o u s l y ,  t h e r e  a re  probably  fuel 

adjustments and c o n s i d e r a t i o n s  t o  t a k e  i n t o  

account between now and 2006. But as i t  r e l a t e s  

t o  t h e  c a p i t a l  c o s t s  o f  these two u n i t s ,  do you 

e n v i s i o n  any s o r t  o f  r a t e  increase? 

MR. LESTER: No, ma'am. 

CHAIRMAN JABER: Okay. NOW -- 

COMMISSIONER DEASON: Madam Chairman, may I 

f o l l o w  up on t h a t  quest ion? 

CHAIRMAN JABER: Y e s .  Go ahead. 

COMMISSIONER DEASON: As I understand t h e  

Chairman's q u e s t i o n ,  I t h i n k  she prefaced t h a t  

ques t i on  by i n d i c a t i n g  t h a t  i t  was her  

understanding, and I b e l i e v e  i t ' s  my 

understandi  ng as we1 1 , t h a t  t h e  s e t t l  ement 

prov ides -- t h e r e ' s  a p r o v i s i o n  i n  which i f  t h e  

ROE f a l l s  below IO%, t hen  FP&L has t h e  

capabi 1 i t y  under t h e  s t i  p u l  a t i o n  t o  come fo rward  

and t o  vequest an i nc rease .  SO I t h i n k  t h e  

chai  rman ' s  q u e s t i  on i s : w i  11 t h e  a d d i  ti on o f  

both these u n i t s  cause t h e  ROE t o  drop below 10 
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percent? 

CHAIRMAN JABER: Such t h a t  t h e  company 

comes i n  and seeks a rate i nc rease .  

MR. D E V L I N :  We d o n ' t  expect i t  t o ,  

Commi s s i  oners, because o f  t h e  1 eve1 t h e  e a r n i  ngs 

a r e  a t  r i g h t  now. We d o n ' t  expect  t h a t  i t  would 

t r i g g e r  a s i t u a t i o n  where t h e  ROE would drop 

below 10%. 

CHAIRMAN JABER: Because t h e  ROE i s  

c u r r e n t l y  a t  -- b u t  t h a t ' s  what y o u ' r e  say ing,  

t h a t  t h e  ROE i s  h i g h  enough now t h a t  any s o r t  o f  

drop should not -- 
MR. DEVLIN:  I t h i n k  t h e  ROE i s  over  13% 

r i g h t  now. I cou ld  v e r i f y  t h a t .  But  t h e r e ' s  

s u f f i c i e n t  room t h e r e  t o  handle these two u n i t s  

d u r i  ng t h e  se t t l emen t  p e r i o d .  

CHAIRMAN JABER: Now I w a n t  to t a k e  t h e  

reverse o f  t h a t  ques t i on .  IS i t  p o s s i b l e  t h a t  

these two u n i t s  i n  t h e  l o n g  term b e n e f i t  t h e  

customers such t h a t  you cou ld  a c t u a l l y  see some 

s o r t  o f  sha r ing  o r  e f f i c i e n c i e s  t h a t  i n u r e  back 

t o  t h e  customers because o f  t h e  a d d i t i o n  o f  

these two u n i t s  i n  t h e  year 2005? 

MR. DEVLIN :  W e l l ,  t o  t h e  e x t e n t  t h a t  

t h e y ' r e  t h e  l e a s t - c o s t  o p t i o n  compared t o  

ACCURATE STENOTYPE REPORTERS, I N C .  
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purchased power, I t h i n k  t h a t ' s  where t h e  

b e n e f i t s  come i n t o  p l a y  f rom 2005 forward.  

COMMISSIONER DEASON: But i s n ' t  t h e r e  t h e  

p o s s i b i l i t y  of o f f - sys tem sa les  which can be 

f lowed through t o  customers through t h e  f u e l  

adjustment clause? 

MR. DEVLIN: T h a t ' s  t r u e  a l s o ,  yes,  s i r .  

CHAIRMAN JABER: And then  w i t h  respect  t o  

what you sa id ,  M r .  D e v l i n ,  a r e  you r e f e r r i n g  t o  

t h e  f a c t  t h a t  w i t h  WA purchases, t h e r e ' s  an 

automat ic f i x e d  payment t h a t  goes through t h e  

c a p a c i t y  c o s t  recovery clause? 

MR. DEVLIN :  T h a t ' s  c o r r e c t .  

CHAIRMAN JABER: T h a t ' s  n o t  t h e  case w i t h  

these two u n i t s .  

MR. DEVLIN :  T h a t ' s  t r u e .  Until base r a t e s  

a re  changed, t h e  ratepayers w o u l d n ' t  see any 

i nc rease  i n  p r i c e .  

CHAIRMAN JABER: okay. Now, let's t a k e  i t  

j u s t  a s tep  f u r t h e r .  I f  M a r t i n  i s  d e f e r r e d  f o r  

a year -- t h e  r a t e  s e t t l e m e n t ,  i f  I ' m  not  

mistaken, expi res a t  t h e  end o f  2005; i s  t h a t  

r i g h t ?  

MR. DEVLIN :  T h a t ' s  co r rec t .  

CHAIRMAN JABER: D e f e r r i n g  M a r t i n  f o r  a 
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year b r i n g s  t h e  p l a n t  i n  a f t e r  t h e  expi  r a t i o n  o f  

t h e  revenue sha r ing  agreement. what e f f e c t  does 

t h a t  have, i f  any? 

MR. D E V L I N :  We l l ,  i t  would have an e f f e c t  

on t h e  rate o f  r e t u r n ,  and o u r  p l a n  would be t o  

l o o k  c l o s e l y  a t  t h e i  r earn ings p o s i t i o n  

somewhere towards t h e  end of 2005. SO i f  t h e r e  

i s  a d e f e r r a l  o f  a year o r  so,  t h a t  would j u s t  

have an enhancement t o  t h e  r a t e  o f  r e t u r n  f o r  

some s h o r t  p e r i o d  o f  t i m e .  But we f u l l y  i n t e n d  

t o  take  a v e r y  thorough rev iew o f  t h e  f i n a n c i a l  

p o s i t i o n  o f  FPL, and t h i s ,  o f  course, would be 

one aspect  o f  i t ,  i n  -- 

CHAIRMAN JABER: okay. 

MR. D E V L I N :  -- about t h r e e  years.  

CHAIRMAN 3ABER: S o  does t h a t  mean i n  2006, 

i f  t h e  p l a n t  i s  d e f e r r e d ,  through s u r v e i l l a n c e ,  

the p l a n t  would have t o  be considered i n  r a t e  

base, wou ldn ' t  i t ?  

MR. DEVLIN: I ' m  s o r r y ,  ma'am. 

CHAIRMAN JABER: I f  we d e f e r  t h e  u n i t  f rom 

2005 t o  2006, i n  c o n s i d e r i n g  what t h e  company's 

revenues would be and t o  t r y  t o  f i g u r e  o u t  i f  

t h e  revenue s h a r i n g  agreement should be 

extended, you know, b r i n g i n g  t h e  company i n  t o  
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t ake  a l o o k  a t  what e f f i c i e n c i e s  a r e  i n  p l a c e  

2006 forward,  what e f f e c t  would a u n i t  coming i n  

r a t e  base a t  2006 have on any s o r t  o f  revenue 

sha r ing  mechanism? 

MR.  DEVLIN: Wel l ,  I t h i n k  we would 

probably  be g e t t i n g  i n t o  a n e g o t i a t i n g  p o s i t i o n  

a t  t h a t  j u n c t u r e ,  and we would be l o o k i n g  a t  t h e  

impact t h a t  t h a t  would have on ea rn ings .  And, 

o f  course, t h a t  comes i n t o  p l a y  i n  any k i n d  o f  

se t t l emen t .  And t o  t h e  e x t e n t  t h e  earn ings a r e  

adequate, t h e  company would be more w i l l i n g  t o  

e n t e r  i n t o  an ex tens ion  o f  t h e  revenue sha r ing  

p lan .  T h a t ' s  j u s t  one aspect o f  many w e ' l l  have 

t o  consider  a t  t h a t  time. 

CHAIRMAN JABER: okay. On page 5 o f  t h e  

PACE b r i e f ,  you know, 1 t h i n k  t h e y  a s k  a v e r y  

good ques t i on .  why n o t  s imp ly  purchase 1 5  

megawatts o f  i nexpensi ve peaki  ng c a p a c i t y  f o r  

one year? 

MR. HAFF: And t h a t ' s  a f a i r  ques t i on .  FPL 

was concerned about going through n o t  one, b u t  

two RFP processes i n  t h i s  case, and t o  go 

o u t s i d e  t h e  RFP t o  purchase 1 5  megawatts i n  

t h e i r  mind would have r a i s e d  even more, I guess, 

quest ions about t h e  c r e d i b i l i t y  o f  t h e  RFP 
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process. C e r t a i n l y  t h e y  c o u l d  have gone o u t  and 

purchased 1 5  megawatts. 

CHAIRMAN JABER: I d o n ' t  understand what 

you j u s t  s a i d ,  Mike. They ' re  concerned about 

go ing through the RFP process t w i c e .  why? i s  

t h e  f i  r s t  quest ion.  The second ques t i on  i s ,  i f  

they  o n l y  need 1 5  megawatts, t hey  o n l y  need 1 5  

megawatts, so why would anyone ques t i on  t h e  

c r e d i b i l i t y  o f  an RFP t h a t  seeks 1 5  megawatts? 

MR. HAFF: I'm t a l k i n g  about t h e  o r i g i n a l  

suppl emental RFP process f o r  what u l  t i  mate1 y 

was, I t h i n k ,  1,700 megawatts. FPL was 

concerned about when t h e y  rece ived  b i d s  and 

reviewed t h e i r  own p r o j e c t s  t h a t  M a r t i n  or  

Manatee U n i t  3 would meet a l l  b u t  1 5  megawatts. 

And then t o  then  say, " w e l l ,  w e ' r e  go ing t o  go 

o u t s i d e  t h e  RFP t o  purchase t h e  remaining 1 5  

megawatts," i n  FPL'S mind would have c a l l e d  i n t o  

ques t i on ,  why a r e  t h e y  going o u t s i d e  t h e  RFP t o  

f i n d  1 5  megawatts. 

AS f a r  as c o s t - e f f e c t i v e n e s s ,  i t  was more 

c o s t - e f f e c t i v e  t o  b u i l d  M a r t i n  i n  2005 anyway. 

1 know t h e r e ' s  ques t i ons  about t h e  need, and 

we've r a i s e d  them. But  t o  d e f e r  M a r t i n  by a 

year was $18 m i l l i o n  more c o s t l y  than t o  b u i l d  

ACCURATE STENOTYPE REPORTERS, I N C .  



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

1 8  

19 

20 

21 

22 

2 3  

24 

25 

1 5  

i t  i n  2005, so 1 guess one way of  l o o k i n g  a t  i s  

i f  they  g o t  t h e  1 5  megawatts f o r  f r e e ,  i t  would 

s t i l l  be $18 m i l l i o n  more c o s t l y  t o  d e f e r  M a r t i n  

by a year.  

CHAIRMAN 3ABER: On t h e  nex t  page, b u t  

a long those l i n e s ,  PACE makes t h e  a s s e r t i o n  t h a t  

FP&L p u r p o s e f u l l y  designed t h e  RFP so as t o  

p r o h i b i t  b idde rs  f rom o f f e r i  ng proposal s o f  

fewer than t h r e e  years o r  l e s s  than 50 

megawatts. SO how do you r e c o n c i l e  t h a t  

statement f rom what you j u s t  s a i d ,  Mike? 7: 

t h i n k  t h e  a l l e g a t i o n  here i s  t hey  never i n tended  

t o  go o u t  o f  t h e i r  RFP and seek t h e  1 5  

megawatts. I n  f a c t ,  t h e  a l l e g a t i o n  i s  t h e  RFP 

was s t r u c t u r e d  such t h a t  no one c o u l d  have b i d  

on any th ing  lower  than  50 megawatts. SO 1 can't 

r e c o n c i l e  what you j u s t  s a i d  w i t h  t h i s .  

MR. HAFF: It's s o r t  O f  j u s t  t h e  way i t  

t u r n s  o u t  w i t h  Manatee be ing  p i cked  o r  chosen i n  

2005 t h a t  t h e r e ' s  1 5  megawatts remaining. o f  

t h e  thousands o f  combi n a t i o n s  o f  RFP p r o j e c t s  

and s e l  f - b u i  1 d p r o j e c t s  t h a t  FPL eval  uated,  

t h e r e  were some combi n a t i o n s  t h a t  met t h e i  r 

i d e n t i f i e d  need i n  2005 t h a t  d i d  n o t  i n c l u d e  

Manatee. There were severa l  -- t h e  s h o r t  l i s t  
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i n c l u d e d  a couple o f  p r o j e c t s  t h a t  when combined 

together would have n o t  r e s u l t e d  i n  t h i s  

15-megawatt d e f i  c i  ency i n 2005. 

r d o n ' t  n e c e s s a r i l y  have a ques t i on  w i t h  

how t h e  RFP was designed. 

o f  t h e  -- any p rev ious  investor-owned u t i l i t y  

RFPS t h a t  had any th ing  l e s s  s t r i n g e n t  than t h i s  

f o r  shor t - term,  because t h e r e  has t o  be a 

c e r t a i n ,  I guess, l e v e l ,  minimum l e v e l  and 

minimum t e r m  f o r  e v a l u a t i n g  needs. It j u s t  so 

happened t h a t  i n  t h i s  case, w i t h  Manatee be ing  

chosen i n  2005, t h a t  t h e r e  was a 15-megawatt 

p iece  l e f t  o u t  t h e r e .  

I d o n ' t  know o f  any 

CHAIRMAN JABER: Are you say ing t h a t  when 

t h e y  i s s u e d  t h e  RFP, t h e y  d i d  n o t  know t h a t  i t  

would be a 15-megawatt d e f i c i e n c y  f o r  t h e  year 

2005? 

MR. HAFF: They c o u l d n ' t  have known 

concl  u s i v e l y  un less Manatee happened t o  be t h e  

winner f o r  t h e  2005 need. 

COMMISSIONER BAEZ: But  i s n ' t  t h e  ex i s tence  

o f  t h e  15-megawatt s h o r t f a l l  -- 1: mean, you can 

run scenar ios and say, " A l l  r i g h t .  If Manatee 

comes i n  2005, because we know i t ' s  o u t  t h e r e ,  

t h i s  i s  what 's  l e f t  o v e r . "  I mean, t h i s  i s n ' t  a 
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case t h a t  1 5  megawatts k i n d  of  appeared o u t  o f  

nowhere, i s  i t ?  

MR. HAFF: No. They most c e r t a i n l y  knew on 

t h e  f r o n t  end t h a t  t h e y  needed 1,100 o r  1 , 1 2 2  

megawatts i n  2005, and t h e y  also knew beforehand 

t h a t  Manatee U n i t  3 was 1,107 megawatts. They 

knew i f  Manatee was t o  be chosen i n  2005, t h e r e  

would be  1 5  megawatts l e f t .  They j u s t  -- 1 

don't have evidence t h a t  shows t h a t  t hey  knew 

they  were going t o  w i n  t h e i r  own RFP. 

COMMISSIONER BAEZ: No, and t h a t ' s  n o t  what 

I ' m  suggesting. I ' m  say ing t h e r e ' s  -- I guess 

t h e  s h o r t f a l l  , consi  der4 ng one o p t i o n  p o s s i b l y ,  

whether i t  was t h e  b e s t  or  n o t ,  b u t  j u s t  w i t h i n  

t h e  realm o f  p o s s i b i l i t y ,  i t  d i d  l eave  a 

s h o r t f a l l  t h a t  c o u l d  have been known. 

MR. HAFF: Yes. 

COMMISSIONER BAEZ: okay. 

CHAIRMAN JABER: N o t  knowing what t h e  

s h o r t f a l l  would be, b u t  i t  -- so, see, i n  t h a t  

regard -- and r d o n ' t  know t h a t  i t  n e c e s s a r i l y  

i n  my mind r e l a t e s  t o  a concern I have w i t h  t h i s  

case,  b u t  j u s t  go ing forward,  f o r  t h a t  reason 

alone,  I wonder i f  i t ' s  i n a p p r o p r i a t e  t o  i n c l u d e  

a minimum amount i n  t h e  RFP, because you s o r t  of 
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f o r e c l o s e ,  un i  n t e n t i  o n a l l  y o r  i n t e n t i  o n a l l  y -- 
you know, I d o n ' t  -- because y o u ' r e  r i g h t ,  t h e  

record doesn ' t  suppor t  any o f  t h a t ,  a t  l e a s t  n o t  

i n  my mind. 

But i t  seems t o  f o r e c l o s e  o p p o r t u n i t i e s  o f  

s e l  e c t i  ng d i f f e r e n t  combi n a t i o n s ,  which I t h i n k  

i s  PACE'S p o i n t .  PACE i s  say ing,  i f  we would 

have known, you know, t h a t  s o r t  o f  combinat ion 

was p o s s i b l e ,  we cou ld  have p rov ided  a -- our  

members cou ld  have p rov ided  b i d s  t o  address t h a t  

1 5  megawatts. 

MR. H A F F :  C o r r e c t .  

CHAIRMAN 3ABER: On page IO -- 

MR. HAFF:  Is t h i s  t h e  b r i e f ,  Madam 

Chai rman? 

CHAIRMAN JABER: Yes ,  t h e  PACE b r i e f .  PACE 

g i v e s  examples o f  where t h e y  b e l i e v e  t h e  RFP 

process -- the  b i d d i n g  r u l e  process was n o t  m e t .  

And I know you covered a couple o f  these i n  t h e  

recommendation. For t h e  purposes o f  f l e s h i n g  

o u t  t h e  record,  I would l i k e  f o r  you t o  address 

t h e  r e s t  o f  them. 

The examples addressed i n  t h e  b r i e f ,  a t  t h e  

middle of t h e  page, t hey  say FP&L d i d n ' t  

d i s c l o s e  t h a t  b i d s  less t han  FP&L'S  f u l l  need i n  
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any year would be combined w i t h  o t h e r  b i d s  i n  

t h e  e v a l u a t i o n  process. 

discussed. FP&L d i d  n o t  d i s c l o s e  t h a t  t h e  

a l l o c a t i o n  o f  t h e  O&M cos ts  between f i x e d  and 

v a r i  ab1 e ca tegor i  es woul d be an i m p o r t a n t  

e v a l u a t i o n  f a c t o r .  Can you speak t o  t h a t ?  

T h a t ' s  what we j u s t  

MR. HAFF: We l l ,  t h e  RFP i t s e l f ,  I guess 

i n  o rde r  t o  be f l e x i b l e ,  l e t  b idde rs  b i d  

proposals w i t h ,  among o t h e r  t h i n g s ,  O&M c o s t s  

f i x e d  and v a r i a b l e .  And t h e  R F P ,  as I see i t ,  

i t  gave t h e  b i d d e r  t h e  f l e x i b i l i t y  t o  break 

t h e i  r O&M cos ts  e i t h e r  i n t o  a l o t  o f  v a r i a b l e  

and some f i x e d ,  o r  v i c e  versa.  I t  d i d n ' t  

r e s t r i c t  how t h e  b idde rs  d i v v i e d  up t h e i r  O&M 

p o t  o f  d o l l a r s ,  i f  you w i l l .  

CHAIRMAN 3ABER: R i g h t .  B u t  i f  I 

understand PACE'S argument c o r r e c t l y ,  i t ' s  n o t  

t h a t  t h e r e ' s  an a l l e g a t i o n  t h a t  they w e r e  

r e s t r i c t e d  i n  how t h e y  submi t ted t h e  b i d .  It's 

t h a t  t hey  d i d n ' t  know t h a t  t h i s  would be such a 

s t r o n g  e v a l u a t i o n  f a c t o r .  I suppose i t  goes 

back t o  t h e  concern on w e i g h t i n g  and rank ing .  

T h a t ' s  t h e  a l l e g a t i o n ,  t h a t  i f  we would have 

known an importance would be g i ven  t o  t h e  way we 

separated f i x e d  and v a r i a b l e  cos ts ,  you know, 
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maybe they  would have sought c l a r i f i c a t i o n .  

MR. HAFF: T h i s  ge ts  s o r t  o f  t o  I s s u e  l l ( b )  

on page 33.  And t h e  reason, i n  my mind, i t  

became an i s s u e  i s  t h a t  some o f  t h e  b i d s  had -- 

t h e i  r breakdown o f  O&M cos ts ,  more cos ts  were 

p u t  i n t o  t h e  v a r i a b l e  p o t  and l e s s  i n t o  t h e  

f i x e d  p o t .  And a l l  e l s e  be ing  equal ,  i f  a u n i t  

has some h ighe r  v a r i a b l e  c o s t s ,  i t  may be 

d i  spatched 1 ess o f t e n .  

So i n  running t h e i r  EGEAS model and 

determi n i  ng t h e  d i s p a t c h  and u7 t i m a t e l y  t h e  c o s t  

o f  running an expansion p l a n ,  p r o j e c t s  w i t h  

h ighe r  v a r i  ab1 e O&M may have been d i  spatched 

l e s s ,  and I b e l i e v e  t h a t ' s  what t h i s  concern i s  

g e t t i n g  t o .  And the FPL wi tnesses, D r .  S i m  and 

M r .  T a y l o r ,  i f  I recall, s t a t e d  o n l y  t h a t  i n  

runni  ng t h e  eva7 u a t i  oris, t h a t  t h e y  used e x a c t l y  

what was b i d ,  and i t ' s  up t o  t h e  b i d d e r  t o  

determine how t h e y  want t o  d i v i d e  t h e  O&M p o t  o f  

d o l l a r s ,  i f  you w i l l .  

CHAIRMAN JABER: And w i t h  respect  t o  how 

FP&L reviewed t h e  d i v i s i o n  between f i x e d  and 

v a r i a b l e  ca tegor ies  and t h e  weight  t hey  p u t  on 

t h a t  d i v i s i o n  i n  e v a l u a t i n g  t h e  b i d ,  i n  your  

profess ional  o p i  n i  on, meets t h e  c u r r e n t  b i  d d i  ng 
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r u l  e? 

MR. HAFF: Y e s .  

CHAIRMAN JABER: FP&L prov ided no 

assurances t h a t  a b idde r  who took  except ions t o  

any p r o v i s i o n s  in t h e  RFP, t h e  b i d d e r  would n o t  

be un favo rab ly  evaluated, i s  t h e  n e x t  

a1 1 e g a t i  on. 

MR. HAFF: I b e l i e v e  t h i s  ge ts  t o  some 

d i scuss ion  where t h e  RFP -- 1: d o n ' t  r e c a l l  

e x a c t l y  what page, b u t  t h e  RFP t o l d  b i d d e r s  i f  

they  had s p e c i f i c  o b j e c t i o n s  t o  something i n  t h e  

RFP t o  so s t a t e  them. 

I b e l i e v e  t h i s  -- I b e l i e v e  t h e  statement 

s t a t e d  t h a t  F P L  would, o f  course, p r e f e r  b i d s  

w i t h  fewer  except ions,  meaning I guess 

u l t i m a t e l y  i f  t h e y  g o t  t o  t h e  n e g o t i a t j o n  t a b l e  

t o  n e g o t i a t e  a p r o j e c t ,  t h e r e  would be l e s s  t o  

overcome i f  t h e r e  were fewer o b j e c t i o n s  o r  -- 

CHAIRMAN JABER: Were any b i d d e r s  -- 
MR.  HAFF: -- except ions t o  t h e  RFP. 

CHAIRMAN JABER: We1 1 , were any b i d d e r s ,  

though, i mmedi a te1  y removed from cons i  d e r a t i  on 

because .they s t a t e d  except ions? 

MR. HAFF: Not t h a t  I ' m  aware o f .  I n  f a c t ,  

I ' m  n o t  aware t h a t  t h e r e  were many except ions 
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taken i n  t h e  responses t o  t h e  b i d s .  

CHAIRMAN JABER: okay. FP&L d i d  n o t  

d i s c l o s e  t h a t  w i t h  respec t  t o  b i d s  received f rom 

o t h e r  F l o r i d a  u t i l i t i e s ,  a reserve margin 

assessment would be made t o  determine i f  i n  

F P L ' S  o p i n i o n  t h e  u t i l i t y  was a b l e  t o  meet i t s  

own 20% reserve margi n requ i  rements. 

T h i s  r e l a t e s  t o  t h e  tes t imony  we heard 

regard ing TECO'S proposal .  And I have t o  t e l l  

you, as I heard t h e  tes t imony ,  i t  gave me 

considerable concern t h a t  FP&L d i d n ' t  cons ider  

t h e  TECO proposal  because i n  FP&L's mind, TECO 

would n o t  be a b l e  t o  meet t h e  20% v o l u n t a r y  --  

MR. HAFF: Y e s ,  and t h a t ' s  -- 

CHAIRMAN JABER: V o l u n t a r y  standard on 

reserve margi n. 

MR. HAFF: And t h a t ' s  discussed i n  I s s u e  

l l ( g >  on page 42. And we -- 

CHAIRMAN JABER: what's discussed i n  l l ( g )  

on t h a t  page i s  t h a t  s t a f f  b e l i e v e s  t h e r e  i s  a 

l e g i t i m a t e  concern w i t h  regard t o  i f  TECO c a n ' t  

meet t h e i  r reserve margin,  TECO would be p laced 

i n  an awkward s i t u a t j o n  o f  choosing between TECO 

customers and p r o v i d i n g  s e r v i c e  under a 

long- term c o n t r a c t  w i t h  FP&L. what 's  n o t  
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d iscussed i n  t h e  recommendation i s  t h e  concern 

re1 a ted  t o  d i  scl o s i  ng t h a t  i n the RFP. 

MR. HAFF: Cor rec t .  

CHAIRMAN IABER:  And I keep coming back t o  

t h a t .  I know a t  t h e  end o f  t h e  day, FP&L may be 

c o r r e c t  w i t h  respec t  t o  t h e  concern. The 

a l l e g a t i o n  i s ,  you 've g o t  t o  t e l l  someone ahead 

o f  t ime  t h a t  y o u ' r e  go ing t o  have t h a t  concern 

so t hey  can govern themselves a c c o r d i n g l y .  And 

1 t h i n k  t h a t ' s  what PACE'S  a l l e g a t i o n  i s .  Maybe 

TECO would n o t  have submi t ted t h e  b i d .  Maybe 

t h e  nex t  company would n o t  submit t h e  b i d .  

MR. HAFF: I guess my f i r s t  impress ion i s  

t h a t  t h e r e ' s  -- so t h a t  t h e  RFP, I guess, i s  

f l e x i b l e  where t h e r e  can be v a r i o u s  types o f  

p r o j e c t s  proposed, t h a t  t h e r e  be a minimum o f  

r e s t r i c t i o n s ,  I guess, on t h e  types o f  p r o j e c t s  

t h a t  can be proposed. And I guess i n  my mind, 

i t  would be d i  f f i  c u l  t t o  envi  s i  on every s i  n g l  e 

scenar io  such as t h i s  t h i n g  w i t h  T K O .  I mean, 

I guess FPL cou ld  l a y  o u t  every s i n g l e  t h i n g  

t h a t  would cause a concern w i t h  a b i d ,  and -- 

CHAIRMAN JABER: W e l l ,  how many customers 

a re  s u b j e c t  t o  t h e  20% v o l u n t a r y  s t i p u l a t i o n ?  

MR. HAFF: How many u t i l i t i e s ?  

I 
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CHAIRMAN I A B E R :  Uh-huh. 

MR. HAFF: Three. It's TECO, F l o r i d a  Power 

81 L i g h t ,  and F l o r i d a  Power Corpo ra t i on .  

I guess i f  -- I don't know t h a t  t h i s  

p a r t i c u l a r  concern t h a t  FPL had w i t h  TECO c o u l d  

have been env is ioned on t h e  f r o n t  end when 

w r i t i n g  an RFP. There a r e  a number o f  t h i n g s ,  I 

guess,  t h a t  cou ld  have been -- concerns t h a t  

cou ld  have been env is ioned,  and t h e  more you p u t  

them i n  the R F P ,  I guess, you know, i t  could 

grow. 

CHAIRMAN JABER: okay. SO again,  1'11 ask 

you t h e  same ques t ion .  ~n your p r o f e s s i o n a l  

o p i  n i  on, removi ng a company f rom consi  d e r a t i o n  

because o f  t h e  f e a r  t h a t  t h e  company's reserve 

margin would n o t  be met i s  c o n s i s t e n t  w i t h  t h e  

c u r r e n t  b i d d i n g  r u l e ?  

MR. HAFF: I b e l i e v e  i t ' s  c o n s i s t e n t .  B u t  

a l s o  what we haven ' t  discussed, and i t ' s  n o t  

n e c e s s a r i l y  addressed i n  t h i s  i s s u e ,  b u t  i n  t h e  

c o s t - e f f e c t i v e n e s s  i s s u e ,  TECO was p a r t  o f  a 

p o r t f o l i o  t h a t  was n o t  -- I guess t h e y  were s o r t  

i n  t h e  b a l l p a r k  f o r  be ing i n c l u d e d  on a s h o r t  

l i s t .  There were a couple of s h o r t  l i s t s ,  you 

m igh t  r e c a l l  f rom t h e  hear ing ,  one t h a t  was t h e  
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s o r t  o f  c u t ,  1 guess f i r s t  d r a f t  s h o r t  l i s t ,  

whi ch i n c l  uded TECO, I be l  i eve, c a l  p i  ne, F1 o r i  da 

Power Corporat ion,  and E l  Paso. That  wasn ' t  t h e  

o f f i c i a l  s h o r t  l i s t .  One o f  t h e  o t h e r  d i s c u s s i o n  

o r  t h e  reasons g i ven  f o r  TECO n o t  be ing  i n c l u d e d  

on t h e  u l t i m a t e  s h o r t  l i s t  f o r  n e g o t i a t i o n  was 

because t h e y  w e r e n ' t  i n  t h e  grouping t h a t  was 

c o s t - e f f e c t i v e ,  c o m p e t i t i v e l y  c o s t - e f f e c t i v e .  

CHAIRMAN 7ABER: okay. And TECO d i d  n o t  

i n t e r v e n e  i n  t h i s  case? 

t h i s  case? 

They weren ' t  a p a r t y  i n  

MR. HAFF: Not a t  a l l ,  no. 

CHAIRMAN JABER: Okay. w i t h  respec t  t o  

page 1 8  o f  PACE'S b r i e f ,  t h e y  say t o  compare 

FP&L'S a v a i l a b i l i t y  w i t h  peak f i r i n g  t o  t h e  

proposal o f  a b i d d e r  w i t h o u t  peak f i  r i n g  mode i s  

m i  sl eadi ng. could you address t h a t  concern, 

please. 

MR. HAFF: Are you i n  t h e  second f u l l  

paragraph? 

CHAIRMAN JABER: Yes ,  uh-huh. 

MR. HAFF: I ' m  l o o k i n g  f o r  i t .  

CHAIRMAN JABER: B a s i c a l l y ,  t h e  a s s e r t i o n  

i s  t h a t  FP&L'S methodology on t h e i  r peak f i  r i n g  

mode i s  aggressive and o p t i m i s t i c ,  and t o  
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compare what t h e y  d i d  t o  a proposal  o f  a b i d d e r  

w i t h o u t  t h e  peak f i r i n g  mode i s  -- I took i t  t o  

be l i k e  apples t o  oranges i s  t h e  a s s e r t i o n  t h a t  

t h e y '  r e  making. 

MR. HAFF:  M y  understanding o f  t h e  way 

these p r o j e c t s  were modeled -- and I can g i v e  

you a l i t t l e  background. The b idde rs ,  t h e  b i d  

p r o j e c t s ,  i f  t hey  gave a heat  r a t e  o r  an 

avai  1 ab i  1 i ty number, t hey  were model ed as g iven  

f o r  a l l  modes, whether i t  be peak f i  r i n g ,  normal 

ope ra t i on ,  e t  ce te ra .  I guess you'  r e  t a l k i n g  

about t h e  99% unavai l a b i  1 i t y .  

CHAIRMAN 3ABER: Uh-huh. 

MR. HAFF: That  j u s t  assumes t h a t  peak 

f i r i n g  i s  a v a i l a b l e  1% o f  t h e  t ime .  And i n  

running t h e  EGEAS model f o r  t h e  s e l f - b u i l d  

op t i ons ,  M a r t i  n and Manatee, my understandi  ng i s  

t h a t  FPL ran t h e  model assuming peak f i r i n g  1% 

o f  t h e  ti me, normal o p e r a t i  on, 97% avai  1 ab i  1 i t y  , 

e t  ce te ra ,  and that t hey  modeled t h e i r  own 

p r o j e c t  -- a c t u a l l y ,  t h i s  i s  a disadvantage t o  

FPL, because i f  a b i d d e r ,  say, b i d  a 98% 

avai  1 ab-il i t y  , t h e y  ran  t h a t  percent  ava i  1 ab1 e 

f o r  a l l  modes, where as F l o r i d a  Power & L i g h t  

f o r  i t s  own u n i t s  modeled normal mode a t  97%, 
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peak mode a t  1%, and i t  a c t u a l l y  was a d e t r i m e n t  

t o  F P L ' S  u n i t s .  

CHAIRMAN 3ABER: Is t h a t  i n  t h e  record,  

M i  ke? 

MR. HAFF: Y e s .  

CHAIRMAN JABER: Commi s s i  oners , f rom t h e  

b r i e f s ,  those are  t h e  o n l y  ques t i ons  I have. 

I've g o t  quest ions on t h e  recommendation, b u t  

whatever your p leasure i s .  

COMMISSIONER DEASON: Madam chairman, I 

would suggest t h a t  we j u s t  go i s s u e  by i s s u e  i n  

t h e  o r d e r  as recommended by s t a f f .  

CHAIRMAN JABER: Sounds good. S t a f f  

recommends t h a t  we t a k e  up Issue 2 f i r s t ,  page 

9. Any quest ions? 

COMMISSIONER DEASON: I have no quest ions,  

and i f  t h e r e  are  no o t h e r  ques t i ons ,  1 can move 

s t a f f  on I s s u e  2 .  

CHAIRMAN JABER: I need a second. 

COMMISSIONER BRADLEY: second. 

CHAIRMAN 7ABER: There 's  a mot ion and a 

second t o  approve s t a f f  on I s s u e  2 .  A l l  those 

i n  f a v o r  say aye. 

(Simultaneous a f f i  rma t i ve  responses .) 

CHAIRMAN JABER: Issue 2 i s  approved. 
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I s s u e  4 ,  page 14. 

COMMISSIONER DEASON: I have a ques t i on .  

CHAIRMAN JABER: Commi s s i  oner Deason. 

COMMISSIONER DEASON: I ' m  l o o k i n g  a t  page 

1 5  o f  t h e  recommendation, t h e  f i r s t  full 

paragraph on t h a t  page. A t  t h e  end o f  t h a t  

paragraph, t h e r e ' s  a s tatement ,  and i t  says, 

"Commission approval o f  Manatee U n i t  3 does n o t  

re1 i eve FPL f rom i t s  responsi  b i  1 i t y  t o  prudent1 y 

manage cos ts  assoc ia ted  w i t h  t h e  u n i t .  The 

Commission w i l l  rev iew a c t u a l  c o s t s  i n  

subsequent recovery c lause  o r  r a t e  case 

proceedings . " 
And I guess my q u e s t i o n  t o  s t a f f  is, i f  

t h i s  u n i t  i s  approved and we f i n d  ourselves 

rev iewing  t h e  c o s t s  o f  t h e  u n i t  i n  some f u t u r e  

r a t e  base proceeding, w i l l  we r e q u i r e  FP&L t o  

j u s t i f y  any cos ts  over  t h e  amount t h a t  was b i d  

i n t h i  s need determi  n a t i o n  proceedi  ng? 

MR. HAFF:  I b e l i e v e  so, yes. 

COMMISSIONER DEASON: And i t  would be your  

p o s i t i o n  t h a t  FP&L would have t h e  burden t o  

j u s t i f y  lany c o s t  d i f f e r e n c e s ?  

MR. HAFF:  Yes. 

COMMISSIONER DEASON: what i f  t h e  amount 
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t h a t  they a c t u a l l y  -- t h e  a c t u a l  c a p i t a l  c o s t s  

t o  c o n s t r u c t  t h e  u n i t  i s  less t han  t h e  $ 5 5 1  

m i l l i o n  t h a t  was p ro jec ted?  We would use t h e  

lower  number in t h e  r a t e  base proceeding? 

MR. HAFF: I t ' s  my understanding, yes. 

COMMISSIONER DEASON: M r .  D e v l i n ;  i s  t h a t  

c o r r e c t ?  

MR. DEVLIN :  We would use a c t u a l  c o s t s .  

COMMISSIONER DEASON: Actual  cos ts?  

MR. DEVLIN :  I guess i f  t h e y  came i n  

s i g n i f i c a n t l y  below t h e i r  p r o j e c t e d  c o s t s ,  t h e y  

may -- t h e r e  may be argument f o r  a reward o f  

some s o r t ,  b u t  no rma l l y  w e ' l l  go w i t h  the  

o r i  g i  na l  c o s t .  

COMMISSIONER DEASON: Normal ly we use 

a c t u a l  cos ts ;  c o r r e c t ?  

MR. DEVLIN:  Yes. 

COMMISSIONER DEASON: B u t  I t h i n k  i n  answer 

t o  a prev ious ques t i on ,  i f  those a c t u a l  c o s t s  

a re  i n  excess o f  what was b i d  i n  t h e  need 

de te rm ina t ion ,  t h e r e ' s  a burden upon t h e  company 

t o  j u s t i f y  t h a t .  

M R J  DEVLIN :  T h a t ' s  c o r r e c t .  

COMMISSIONER DEASON: There 's  a l s o  a 

d i scuss ion  on page 1 5  d e a l i n g  w i t h  t h e  heat r a t e  
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and t h e  a v a i l a b i l i t y  f a c t o r s ,  which I t h i n k  has 

been a l l e g e d  t o  be f a i r l y  on t h e  o p t i m i s t i c  

s i d e ,  b u t  I t h i n k  s t a f f  has made t h e  e v a l u a t i o n  

t h a t  t h i s  i s  c o n s i s t e n t  w i t h  recen t  a c t u a l  

ope ra t i on ;  i s  t h a t  c o r r e c t ?  

MR. HAFF: T h a t ' s  c o r r e c t .  A t  Manatee -- 

o r ,  I ' m  s o r r y ,  M a r t i n  U n i t s  3 and 4, t hey  have 

s im i  1 a r  o p e r a t i  ng exper i  ence w i t h  those  u n i t s .  

COMMISSIONER DEASON: what Will happen i n  

t h e  f u t u r e  i f  we approve t h i s  u n i t ,  i t  ge ts  

cons t ruc ted  and i t  i s  o p e r a t i n g ,  and i t  i s  n o t  

a v a i l a b l e  97% o f  t h e  t ime  and i t  does no t  

achieve t h e  t a r g e t  heat r a t e  o f  6,850 Btu pe r  

k i l o w a t t - h o u r ?  

MR. HAFF: That is something t h a t  t h e  

Commission would address i n  t h e  f u e l  adjustment 

and i n  t h e  G P I F  proceedings. I f  t h e y  a r e n ' t  

meeting t h e i r  t a r g e t s ,  I guess s h o r t  term, say, 

over a one-year p e r i o d ,  i f  t h e y ' r e  not meeting 

t h e  t a r g e t ,  then we would -- you know, 1 guess 

t h e  Commission cou ld  g i v e  them a p e n a l t y .  And 

i f  i t  was a c o n s i s t e n t  concern, I guess we would 

have t o  laddress t h a t  i n  a separate proceedi  ng. 

1 d o n ' t  have any evidence t h a t  t h e y  won ' t  

be a b l e  t o  meet these t a r g e t s ,  g i v e n  t h e i r  
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o p e r a t i  ng experience a t  o t h e r  s im i  1 at- u n i t s .  

COMMISSIONER DEASON SO i t ' S your  pos i  t i on 

t h a t  these p r o j e c t i o n s  t h a t  t h e  b i d  i s  based 

upon, t h e  heat  r a t e s  and a v a i l a b i l i t y ,  i s  

consi  s t e n t  w i t h  achievable standards t h a t  FP&L 

has m e t  i n  t h e  recen t  pas t ,  and t h a t  i f  these 

amounts are n o t  m e t ,  then i t  would be reviewed 

i n  t h e  con tex t  o f  G P I F ,  and i f  i t ' s  a c o n s i s t e n t  

p a t t e r n  o f  n o n a t t a i  ni ng these amounts, then i t  

cou ld  be even reviewed i n  t h e  c o n t e x t  o f  a base 

r a t e  proceeding, i f  p o s s i b l e ,  i f  needed? 

MR. HAFF: I b e l i e v e  SO, yes. 

COMMISSIONER DEASON: M r .  D e v l i n ,  you 

agree w i t h  t h a t  too? 

MR. DEVLIN:  Uh-huh. 

COMMISSIONER DEASON: T h a t ' s  a l l  t h e  

quest ions 1 have, Madam cha i  rman. 

COMMISSIONER PALECKI: I have a ques t i on  

w i t h  -- 

CHAIRMAN 3ABER: Commissioner Pa leck i  . 
COMMISSIONER PALECKI:  -- regard t o  

c o s t - e f f e c t i v e n e s s  and f u e l  d i v e r s i t y .  I ' v e  

expressed my concerns i n  p a s t  dockets about the 

l a c k  o f  f u e l  d i v e r s i t y  w e ' r e  seeing and t h e  f a c t  

t h a t  n o t  o n l y  i n  t h e  State o f  F l o r i d a ,  b u t  
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across t h i s  coun t ry ,  we ' re  seeing o n l y  n a t u r a l  

gas combined c y c l e  p l a n t s  approved, and ~ ' m  v e r y  

concerned f o r  t h e  ratepayers go ing o u t  i n t o  t h e  

f u t u r e .  when I see everyone a c t i n g  i n  l o c k  

s tep,  I: t h i n k  t h e r e  must be something wrong, and 

perhaps somebody needs t o  t h i n k  i n  a d i f f e r e n t  

manner. 

But my ques t i on  i s  t h i s :  what a n a l y s i s  has 

s t a f f  done w i t h  regard t o  impact on t h e  

ratepayers and t h e  c o s t - e f f e c t i v e n e s s  i s u e  here 

i f  n a t u r a l  gas p r i c e s  exceed t h e  peak t h a t  t h e y  

achieved i n  January o f  2001? And, you know, 

what I ' m  reading from many o f  t h e  p r o j e c t i o n s  

t h a t  ~ ' m  seeing i s  t h a t  n a t u r a l  gas p r i c e s  over  

t h e  nex t  f o u r  years are  expected t o  e i t h e r  meet 

o r  exceed t h a t  r a t e ,  and a l s o  t h a t  t h e r e  may be  

a coming c r i s i s  i n  n a t u r a l  gas i n  t h i s  c o u n t r y  

exact1 y because everybody i s bu i  1 d i  ng combi ned 

c y c l e  p l a n t s .  

MR. HAFF: I guess your ques t i on  g e t s  t o  

t h e  a c t u a l  c o s t  o f  o p e r a t i n g  u n i t s  i n  t h e  ground 

t h a t  consume n a t u r a l  gas, i f  t h e  p r i c e s  were t o  

go up same s u b s t a n t i a l  l e v e l ,  what would t h a t  do 

t o  t h e i r  cos ts?  

COMMISSIONER PALECKI:  We l l ,  I guess 
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g e n e r a l l y  t h a t ' s  my ques t i on ,  b u t  more 

s p e c i f i c a l l y  my ques t i on  i s ,  w i t h  regard t o  

these two u n i t s  t h a t  we' re consi d e r i  ng today,  

have you considered t h e  e f f e c t  on t h e  ratepayers 

i f  we see n a t u r a l  gas p r i c e s  t h a t  exceed t h e  

January 2001 p r i c e  peak? 

MR. HAFF: We haven ' t  performed t h a t  

anal y s i  s . 
I n  t h i s  case, i n  comparing a l t e r n a t i v e s ,  o f  

course,  most a l l  o f  them were g a s - f i r e d  combined 

cyc les ,  so as f a r  as comparing one a l t e r n a t i v e  

t o  another,  any change i n  gas p r i c e s  would 

l i k e l y  a f f e c t  a l l  o f  t h e  p r o j e c t s  e q u a l l y .  But 

t o  g e t  t o  your ques t i on  o f  how i t  would impact 

t h e  customers' cos ts  on t h e  end, we haven ' t  

performed any s o r t  o f  eval  u a t i  on. 

COMMISSIONER PALECKI:  I s n ' t  i t  our  

o b l i g a t i o n  as a Commission t o  do t h a t  ana 

t o  ensure t h a t  w e ' r e  choosing t h e  most 

c o s t - e f f e c t i v e  a1 t e r n a t i v e ?  

y s i  s ,  

MR. HAFF: W e l l ,  I mean, I guess c e r t a i n l y  

we review f u e l  c o s t s  on a going- forward b a s i s  

t h r o u g h l t h e  f u e l  c lause.  B u t  as f a r  as t h e  most 

c o s t - e f f e c t i v e  a1 t e r n a t i v e ,  compari ng , say, a 

g a s - f i r e d  combined c y c l e  t o  a coal  u n i t ,  you 
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know, i t ' s  r e a l l y  hard t o  say. 

MR. HARRIS: Commissjoner, I t h i n k  i t  would 

be d i f f i c u l t  f o r  t h e  Commission t o  go o u t s i d e  o f  

t h e  record test imony and evidence t h a t  was 

presented and compare those cos ts .  

My understanding o f  t h e  reco rd  i s  t h a t  we 

d i d  n o t  develop any tes t imony  o r  evidence as t o  

a l t e r n a t i v e s  t o  t h e  p r o j e c t s  t h a t  were  b i d ,  

which were ma in l y  n a t u r a l  gas combined cycle .  

TO do so, t o  consider  o the r  a l t e r n a t i v e s ,  I 

t h i n k  t h e r e  would have had t o  have been some 

t y p e  o f  test imony t h a t  r e f l e c t e d  e i t h e r  t h e  r i sk  

o f  increased n a t u r a l  gas p r i c e s  o r  a l t e r n a t i v e s  

f rom o t h e r  sources o f  f u e l ,  e i t h e r  f u e l  o i l  o r  

coa l .  That was n o t  a p a r t  o f  t h i s  record,  and I 

t h i n k  i t  would be v e r y  d i f f i c u l t  f o r  t h e  s t a f f  

a t  t h e  beginning o f  a need de te rm ina t ion  t o  

i d e n t i f y  t h a t  as a proposed i s s u e .  

s t a f f  cou ld  do i t ,  o f  course, b u t  i n  t h i s  

case, I d o n ' t  t h i n k  any o f  t h e  s t a f f  d i d  

i d e n t i f y  t h a t  t h e  i nc rease  s ta tew ide  and 

nat ionwide o f  natural gas combined c y c l e  was a 

f a c t o r  20 be d e a l t  w i t h  as an i s s u e  i n  t h i s  need 

determi n a t i o n ,  where we were comparing t h e  

l e a s t - c o s t  a l t e r n a t i v e s  f o r  t h e  2002 and 2006 
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need o f  Power & L i g h t .  

COMMISSIONER PALECKI :  We l l ,  who has t h e  

burden o f  making a reco rd  t h a t  demonstrates t h a t  

a u n i t  i s  t h e  most c o s t - e f f e c t i v e  a l t e r n a t i v e ?  

MR. HARRIS:  Commissioners, o f f  t h e  t o p  o f  

my head ,  and I d o n ' t  speak f o r  anyone e l s e ,  I 

t h i n k  t h a t  perhaps some t y p e  of i n v e s t i g a t i o n s  

docket might  be considered, a gener i c  docket 

where t h e  Commi s s i  on c o u l d  i n v e s t i  gate under i t s  

own a u t h o r i t y  t h e  impacts o f  an i nc rease  i n  

n a t u r a l  gas i n  t h e  s t a t e  as i t  a f f e c t s  a l l  t h e  

u t i  1 i ti es, t h e  i nvestor-owned and t h e  muni c i  pal  s 

and t h e  independent power-producing i n d u s t r y ,  

because i t  would be a gener i c  i s s u e  t h a t  would 

be a p p l i c a b l e  t o  a l l  t h e  power genera t i on  i n  t h e  

s t a t e ,  n o t  j u s t  one company's proposed need. 

COMMISSIONER PALECKI:  But I thought  i n  a 

need de te rm ina t ion  t h e r e  was a s p e c i f i c  

o b l i g a t i o n  on t h e  moving p a r t y  f o r  t h e  need t o  

demonstrate t h a t  t h e  proposed o p t i o n  i s  t h e  most 

c o s t - e f f e c t i v e  a1 t e r n a t i v e .  

MR. H A R R I S :  T h a t ' s  c o r r e c t .  And on t h e  

b a s i s  ofi t h i s  reco rd ,  1 b e l i e v e  F l o r i d a  Power & 

L i g h t  has presented record test imony t h a t  t h e i r  

proposals a r e  t h e  most c o s t - e f f e c t i v e  
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a1 t e r n a t i v e s ,  g i ven  t h e  c o n s t r a i n t s  t h a t  we face  

today, g iven t h e  b i d s  t h a t  t h e y  received,  t h e i r  

est imates o f  p l a n t s  t h a t  t h e y  c o u l d  b u i l d  and 

t h e  c o s t  f o r  those p l a n t s .  

1 d o n ' t  b e l i e v e  t h a t  t h e  r u l e  and t h e  

s t a t u t e  r e q u i r e  a company i n  a need 

determi n a t i o n  t o  present  n o t  on1 y what t h e y  

b e l i e v e  t h e  b e s t  technology i s ,  t h e  most 

c o s t - e f f e c t i v e  technology, b u t  t hen  a1 t e r n a t i v e s  

t o  t h a t  technology a l s o .  I d o n ' t  b e l i e v e  t h a t  

Power & L i g h t  i s  under a burden t o  p resen t ,  o r  

any u t i l i t y  would have been under a burden t o  

p resen t ,  "This i s  what we b e l i e v e  t o  be t h e  most 

c o s t - e f f e c t i v e  o p t i o n ,  b u t  i n  case t h e r e ' s  a 

concern about t h e  o v e r l o a d i  ng o f  t h i s  

technology, here are  some o t h e r  o p t i o n s  we have 

a l s o ,  c o a l ,  f u e l  o i l ,  nuc lea r . "  

MR. HAFF: To add t o  t h a t  p o i n t ,  s o r t  o f  on 

t h e  f r o n t  end b e f o r e  t h e  RFP i s  even i s s u e d ,  

F l o r i d a  Power & L i g h t  l o o k s  a t  a71 f u e l  

techno1 ogi  es t o  determi ne whi ch s e l  f - b u i  1 d 

technology i s  i n  t h e i r  mind t h e  b e s t  

a l t e r n a ? i v e ,  and t h a t ' s  when t h e y  l o o k  a t  coal  

and they  l o o k  a t  combustion t u r b i n e  and I guess 

some o t h e r  technology. SO t h e y  do review t h a t .  

~~~ 
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I t ' s  p r e l i m i n a r y  i n  t h e  process.  And there was 

test imony i n  t h i s  case from M r .  Yeager, 1 

b e l i e v e ,  t h a t  t h e y  looked -- FPL looked a t  

d i f f e r e n t  t echno log ies ,  and, o f  course, on a 

base case b a s i s ,  t h a t  t h e  g a s - f i  red combined 

c y c l e  was t h e i  r b e s t  o p t i o n .  

COMMISSIONER PALECKI:  You know, I t h i n k  

t h a t  1 probably  have t o  accept responsi b i  1 i t y  

a long w i t h  every  omm missioner here t h a t  t h i s  was 

n o t  an i s s u e ,  because i t  has come t o  my 

a t t e n t i o n  v e r y  r e c e n t l y ,  mos t l y  through t h e  

media and a r t i c l e s  t h a t  I ' v e  read, t h a t  we a r e  

f a c i n g  a n a t u r a l  gas c r i s i s  go ing i n t o  t h e  

f u t u r e .  And I ' m  v e r y  concerned about t h i s  

Commission approv ing p l a n t s  t h a t  a re  j u s t  i n  

l o c k  s tep  w i t h  everybody e l s e  t h a t  m igh t  j u s t  

c o n t r i b u t e  t o  t h e  problem and, you know, a year 

o r  two years o u t  a f t e r  these p l a n t s  a re  a l r e a d y  

b u i l t ,  we r e a l i z e  t h a t  we've made a h o r r i b l e  

mistake and t h a t  t h e  ratepayers a r e  hav ing t o  

s u f f e r  because we've made a mistake. 

But I agree w i t h  you on one p o i n t ,  t h a t  i t  

has n o t  ibeen made an i s s u e  i n  t h e  reco rd  i n  t h i s  

docket,  and I ' m  k i n d  o f  -- I have t o  accept t h e  

responsi b i  1 i t y  f o r  t h a t  mysel f .  
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CHAIRMAN JABER: Commi s s i  oner Pal e c k i  , 

t h e r e ' s  a statement you made I c a n ' t  l e t  go f o r  

purposes o f  making sure,  again,  t h a t  t h e  reco rd  

i s  f l e s h e d  and ou r  d i s c u s s i o n  i s  f l e s h e d .  

I d o n ' t  t h i n k  i n  regard t o  recen t  

f a c i l i t i e s  and p r i o r  f a c i l i t i e s  t h a t  have gone 

through t h e  need process where n a t u r a l  gas was 

t h e  pr imary f u e l  f a c t o r  t h a t  t h a t  n e c e s s a r i l y  

w i l l  ever r e s u l t  i n  someone l o o k i n g  back and 

t h i n k i n g  t h e r e  has been a mistake.  

I t h i n k  i t ' s  r e a l  i m p o r t a n t  t o  l o o k  a t  t h a t  

as a comprehensive -- i n  a comprehensive 

a n a l y s i s  and understand and a p p r e c i a t e  t h a t  

compani es a1 so do t h i  n g s  1 i ke hedgi ng and buy i  ng 

a t  t h e  r i g h t  t i m e  and, you know, maximizing 

e f f i  c i  enc i  es and economi es  o f  scal e .  

SO I j u s t  d i d n ' t  want t o  l eave  t h e  

impress ion t h a t  we b e l i e v e  t h a t  any o f  these 

dec i s ions ,  you know, i n  h i n d s i g h t  have r e s u l t e d  

i n  a mistake. C e r t a i n l y  as one Commissioner, I 

d o n ' t  t h i n k  so. 

COMMISSIONER PALECKI:  I'm s o r r y ,  Madam 

chairman. Perhaps 1 should o n l y  speak f o r  

mysel f . 
upon what I ' v e  been reading over t h e  pas t  

1 ' m  v e r y  concerned, especi a1 1 y based 
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severa l  months about a c r i s i s  t h a t  we may see i n  

t h e  f u t u r e  i n  t h e  n a t u r a l  gas markets. 

CHAIRMAN JABER: Okay.  Commissioners, any 

o t h e r  quest ions? 

COMMISSIONER DEASON: Madam chairman, l e t  

me address t h a t  f o r  j u s t  a second. 

YOU know, I share those concerns, b u t  a t  

t h e  same t ime ,  I t h i n k  i t  i s  i m p o r t a n t  f o r  us t o  

r e a l i z e  what we ' re  do ing here.  We're i n  a need 

determi n a t i o n  proceedi ng. We have u t i  1 i zed a 

b i d  process, and what we a r e  doing i s ,  we a r e  

depending upon t h e  market, market p a r t i c i p a n t s ,  

and they  a r e  c e r t a i n l y  t h e  people t h a t  a r e  

w i l l i n g  t o  i n v e s t  m i l l i o n s  o f  d o l l a r s  and p u t  i t  

a t  stake, a re  c e r t a i n l y  -- and w i t h  t h e  

e x p e r t i s e  -i n t h e  engineer ing,  t h e y '  r e  t h e  ones 

t h a t  can eva lua te  and come fo rward  w i t h  

proposals .  And i f  someone f e l t  t h a t ,  f o r  

example, a p u l v e r i z e d  coal p l a n t  was going t o  be 

so c o s t - e f f e c t i v e  because t h e  p r i c e  o f  n a t u r a l  

gas was going t o  esca la te ,  t h e y  cou ld  p u t  t h a t  

p r o j e c t  t o g e t h e r  and they cou ld  come forward,  

and we could depend upon t h e  market t o  p r o v i d e  

that i n f o r m a t i o n  t o  us .  

SO e i t h e r  we have t o  depend upon t h e  

ACCURATE STENOTYPE REPORTERS, INC. 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

1 5  

16 

17 

18 

19 

20 

21 

22  

2 3  

24 

25  

40 

market, o r  i f  we t h i n k  t h e r e  a re  d e f i c i e n c i e s  i n  

t h e  market, w e l l ,  t hen  we have t o  make an 

e v a l u a t i o n  t h a t  t h a t  process i s  n o t  go ing t o  

work and t h a t  we've g o t  t o  have something 

s i m i l a r  t o  set -as ides o r  something o f  t h a t  

nature,  a c e r t a i n  percentage o f  our  c a p a c i t y  i s  

go ing t o  be from renewables or  i s  go ing t o  be 

from non-natural  gas, p u l v e r i z e d  coal  , o r  

somethj ng el se. 

I d o n ' t  t h i n k  we ' re  t h e r e  y e t .  And t h a t  

may be something f o r  a f u t u r e  debate, and I'm 

open-minded about i t .  But I d o n ' t  t h i n k  i t ' s  

f a i  r t o  c r i t i c i z e  t h i s  process a t  t h i s  t i m e  

based upon w h a t  we have i n  f r o n t  o f  us, and I 

would j u s t  s t a t e  t h a t  f o r  t h e  record.  

CHAIRMAN JABER: okay. Commi s s i  oners , any 

o t h e r  quest ions on I s s u e  4 o r  a mot-ion? 

COMMISSIONER BAEZ: Madam c h a i r ,  I had -- 

CHAIRMAN JABER: Commi ss ione r  Baez. 

COMMISSIONER BAEZ: -- j u s t  one b r i e f  

quest ion.  

t h a t  Commissioner Deason had, t h e r e ' s  t h r e e  

numbersion t h i s  page 1 5 ,  5 5 1  m i l l i o n ,  6,850 B tu  

per  k i l o w a t t - h o u r ,  and 97%. IS t h e r e  magic i n  

these numbers? I j u s t  want t o  d r i v e  t h e  p o i n t  

Going back t o  t h e  l i n e  o f  ques t i ons  

ACCURATE STENOTYPE REPORTERS, INC. 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

1 5  

16 

17 

18 

19 

20 

21 

22 

2 3  

24 

25  

41 

home.  These are  -- and i t ' s  s o r t  o f  a -- i t ' s  a 

loaded quest ion,  r e a l l y .  B u t  t hese  are  t h e  

n u m b e r s  supposedly t h a t  i n  t h e  f u t u r e  w i l l  b e  

p r i o r  t e s t i m o n y ,  I guess. 

MR. HAFF: He ld  up. 

COMMISSIONER BAEZ: The numbers that g o t  

t h r o w n  u p .  

MR. HAFF: Maybe h e l d  up f o r  f u t u r e  

s k e p t i  c i  sm . 
COMMISSIONER BAEZ: E x a c t l y ,  h e l d  up f o r  

f u t u r e  ana lys is  -- 

MR. HAFF: Sure.  

COMMISSIONER BAEZ: -- i n  Comparison to 

w h a t  t h e  a c t u a l s  are.  

MR. HAFF: Yes. 

COMMISSIONER BAEZ: A l l  r i g h t .  Thank you. 

CHAIRMAN JABER: Commi s s i  oners , a mot i  on? 

COMMISSIONER DEASON: W e ' r e  on I s s u e  4 ;  

c o r r e c t ?  

CHAIRMAN 7ABER: Y e s .  

COMMISSIONER DEASON: 1 move s t a f f .  

COMMISSIONER BRADLEY: second. 

CHAIRMAN JABER: There 's  a m o t i o n  and a 

second t o  approve s t a f f  on I s s u e  4. A l l  those 

i n  favor  say aye. 
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(Simultaneous a f f i  rma t i ve  responses .> 
CHAIRMAN JABER: I s s u e  4 is approved. 

That takes us t o  I s s u e  6, page 19.  

COMMISSIONER DEASON: I have no questions.  

I can move s t a f f  on I s s u e  6.  

COMMISSIONER P A L E C K I :  second. 

CHAIRMAN JABER: Mot ion and a second t o  

approve s t a f f  on I s s u e  6.  A l l  those i n  f a v o r  

say aye. 

(Simultaneous a f f i  rma t i ve  responses.) 

CHAIRMAN JABER: I s s u e  6 i s  approved. 

Issue 8. 

COMMISSIONER DEASON: I can move S t a f f  on 

Issue 8.  

COMMISSIONER BRADLEY: second. 

COMMISSIONER P A L E C K I :  Second. 

CHAIRMAN JABER: There 's  a mot ion and a 

second t o  approve s t a f f  on Issue 8. A l l  those 

i n  f a v o r  say aye. 

(simultaneous a f f i  rma t i ve  responses. 1 

CHAIRMAN JABER: I s s u e  8 i s  approved. 

Issue 1 3 ?  No ,  1. I read my 1 and my 3 

t o g e t h e r .  That takes us back t o  Issue 1. 

COMMISSIONER BAEZ: Back t o  I? okay. 

CHAIRMAN JABER: okay. On I s s u e  1, I j u s t  
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had a b a s i c  mathematical quest ion.  19.92% i s  

20%, i n  my mind. somebody needs t o  c o r r e c t  me. 

MR. HAFF: I agree w i t h  you. 

CHAIRMAN JABER: okay. SO i f  you s o r t  o f  

remove y o u r s e l f  from t h i s  proceeding and t h i n k  

about p r o s p e c t i v e l y  as you t a k e  a l o o k  at FP&L 

and whether they  are  complying w i t h  t h e i  r 

v o l u n t a r y  s t i p u l a t i o n ,  i f  you saw t h e  number 

19.92% as a reserve margin, w o u l d  you p e n a l i z e  

them, o r  would you t h i n k  i t  was 20%? 

MR. HAFF: I would v iew i t  as 20%. And 

a d d i t i o n a l l y ,  1 w r i t e  t h e  ten-year  s i t e  p lan  

review f o r  t h e  Commission, and we have -- i f  I 

saw i t  i n  a ten-year  s i t e  p l a n ,  I would see t h a t  

as 20%. 

CHAIRMAN JABER: And l e t  me t e l l  you why 

t h a t ' s  impor tan t  i n  my mind. Commissioners, i f  

we a re  g o i n g  t o  approve t h e  M a r t i n  u n i t ,  t h a t  

may be f i n e  a t  t h e  end o f  t h e  day. 

t o  t e l l  you, i n  my mind, i t ' s  n o t  because 19.92% 

o f  a reserve margin i s  not s u f f i c i e n t  enough f o r  

-- again,  t h i  s i s  one Commi s s i  oner speaki ng,  i n 

terms of; t h e  company complying w i t h  t h e i  r 

vol un ta ry  s t i  p u l  a t i  on. 

But I have 

what I'm much more i n c l i n e d  t o  focus on i s  

I 

ACCURATE STENOTYPE REPORTERS, I N C .  



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

2 2  

23  

24 

2 5  

44 

whatever b e n e f i t s  t h e  customers d e r i v e  f rom t h e  

p l a n t  coming on l i n e  a year e a r l i e r  f rom t h e  

economies o f  scale  and t h e  e f f i c i e n c i e s  t h a t  a re  

gained and t h e  savings, t h e  cos t  savings 

associated w i t h  bo th  o f  those p l a n t s  be ing  

const ructed.  But 1 have t o  t e l l  you, t h e  

d i  s t i  n c t i  on between 19.92% and 20% reserve 

margin d i d  n o t h i n g  f o r  me. 

COMMISSIONER DEASON: Madam chairman, may I 

add t o  t h a t ?  

CHAIRMAN JABER: PI ease. 

COMMISSIONER DEASON: I agree w i t h  you. 

There ' s  n o t  a s i g n i f i c a n t  d i f f e r e n c e  between 

19.92% and 20%. P a r t i c u l a r l y  when y o u ' r e  

l o o k i n g  a t  a company t h e  s i z e  o f  FP&L and t h e  

d i v e r s e  resources t h e y  have, t h a t ' s  r e a l l y  

negl i g i  b l  e.  

I t h i n k  what we need t o  l ook  a t ,  and I 

t h i n k  you a l l u d e d  t o  t h i s  a l s o ,  i s  t h a t  we've 

g o t  t o  l o o k  a t  a broader p i c t u r e  here,  and we 

have t o  take  i n t o  consi  d e r a t i o n  o t h e r  aspects 

o t h e r  than  j u s t  a s t r i c t  adherence t o  a t a r g e t  

reserve !number, even though I t h i n k  t h e  20% 

t a r g e t  i s  a good t a r g e t .  I d o n ' t  t a k e  i s s u e  

w i t h  t h e  20%. And 1 t h i n k  t h a t  we need t o  be 
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m ind fu l  o f  t h e  b i g g e r  p i c t u r e .  

And, s t a f f ,  c o r r e c t  me i f  I ' m  wrong. Back 

about f o u r  years ago, we were c o n s i d e r i n g  t h e  

need f o r  a power p l a n t  t o  be cons t ruc ted  by Duke 

a t  New Smyrna. NOW, we made a d e c i s i o n  t h a t  was 

over turned by t h e  Cour t ,  and I d o n ' t  t a k e  i s s u e  

w i t h  t h e  C o u r t ' s  i n t e r p r e t a t i o n  o f  t h e  law. 

There was n o t  s tand ing  t o  come fo rward  and even 

p e t i t i o n  f o r  a need de te rm ina t ion .  However, our 

d e c i s i o n  t h a t  we made, I t h i n k  we looked  a t  a 

broader p i c t u r e  t h e r e ,  and we looked a t  need n o t  

i n  t h e  s t r i c t  sense o f  a c e r t a i n  r e l i a b i l i t y  o r  

reserve margin t a r g e t .  we also l ooked  i n  terms 

o f  economic need. Am I c o r r e c t  on t h a t ?  

MR. HAFF: C o r r e c t .  T h a t ' s  c o r r e c t .  

COMMISSIONER DEASON: And I t h i n k  t h a t  we 

need t o  be c a r e f u l  t h a t  when we l o o k  a t  need 

t h a t  we d o n ' t  r e s t r i c t  i t  s imply  t o  a very 

s t r i c t  i n t e r p r e t a t j o n  o f  a v e r y  p r e c i s e  t a r g e t  

number, t h a t  we a l s o  need t h e  l a t i t u d e  t o  l o o k  

a t  economic need and va lue  added, t h a t  perhaps 

t h e r e  a re  scenar ios i n  t h e  f u t u r e  t h a t  may come 

forward i t h a t  t h e r e ' s  va lue  added. 

And as Commissioner Paleck i  a l l u d e d  t o ,  

t h e r e  may be a s i t u a t i o n  where we g e t  p r o j e c t s  

.- 
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i n  t h e  f u t u r e  i n  f u t u r e  b i d  proceedings and need 

determinat ions where we p u t  some va lue  on f u e l  

d i v e r s i t y .  

f u t u r e  t h a t  has some f u e l  d i v e r s i t y  and we p u t  

some premium on t h a t .  1 t h i n k  t h a t ' s  Some o f  

t h e  d i s c r e t i o n  we need t o  keep. 

Maybe t h e r e  i s  a p r o j e c t  i n  t h e  

It seems t o  me t h a t  i t  may be s h o r t s i g h t e d  

t o  be a rgu ing  t h a t  we need t o  l o o k  o n l y  a t  a 

s t r i c t  t a r g e t ,  t h a t  we need t o  l o o k  a t  need i n  

terms o f  economic need as w e l l .  

t ime  i n  t h e  f u t u r e ,  and who knows, where a 

c e r t a i n  market p a r t i c i p a n t  has access t o  a 

c e r t a i n  technology,  and w h i l e  we may be a t  a 20% 

reserve margin, t h e y  can come forward and b u i l d  

a p l a n t  t h a t  i s  so economic t h a t  we would 

determine t h a t  i t  i s  needed s imply  based upon 

t h e  economics, t h a t  i t  p rov ides  so much c o s t  

savings t o  customers t h a t  i t  i s  needed based 

upon t h e  economics o f  t h e  proposal .  And 1 t h i n k  

we need t o  r e t a i n  t h a t  d i s c r e t i o n  as w e l l .  

There may be a 

So those a r e  my thoughts,  Madam chairman. 

COMMISSIONER BAEZ: A q u e s t i o n .  

CHAIRMAN JABER: Commissioner Baez. 

COMMISSIONER BAEZ: And I guess I would 

agree w i t h  t h e  comments t h a t  have been made. I 

. . -. -. . - 
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j u s t  want t o  understand then what t h e  b a s i s  o f  

t h i s  d e c i s i o n  on t h i s  i s s u e  would be, because I 

wou ldn ' t  be -- I w o u l d n ' t  be i n  f avo r  o f  

endorsing what I a l s o  consider  t o  maybe border  

on p r e t e x t .  I mean, I d o n ' t  t h i n k  -- you know, 

I need a r i d e  t o  t h e  co rne r ,  so I ' m  go ing t o  buy 

t h e  c a r .  YOU know, 1 mean, t h e r e  a r e  many 

d i f f e r e n t  ways o f  addressing i t ,  and I w o u l d n ' t  

want t o  accept t h e  premise t h a t  a . 8  -- . 0 8 ,  i s  

i t ?  

CHAIRMAN JABER: .08. 

COMMISSIONER BAEZ: You know, s h o r t f a l l  was 

somehow j u s t i f i a b l e  f o r  t h i s  magnitude o f  a 

p r o j e c t .  

SO I guess my ques t ion  would be, e x a c t l y  

what does t h i s  i s s u e  address? IS i t  something 

more than  t h a t  o r  no t?  

MR. HAFF: T h i s  i s s u e  addresses t h e  need 

f o r  t h e  p l a n t ,  t h e  need f o r  megawatts, i f  you 

w i l l ,  t o  meet a l o a d  f o r e c a s t .  It's j u s t  t h a t ,  

do they  need t h e  p l a n t .  

CHAIRMAN JABER: NO, b u t  I t h i n k  

Commissfoner Baez's ques t ion  goes t o ,  which i s  

p r e c i s e l y  why I brought  up my concern, t h a t  

s t a f f ' s  recommendation t h a t  t h e r e  i s  a need f o r  
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t h i s  p l a n t  because FPL has t o  meet a s t r i c t  20% 

reserve margin. I hope t h a t ' s  n o t  staff's 

recommendation. I read -- 

MR. HAFF: No. 

CHAIRMAN JABER: -- i n t o  S t a f f ' s  

recommendation t h a t  i t  ' s a1 so because t h e r e  a r e  

c o s t  savings t h a t  b e n e f i t  t h e  consumers i n  t h e  

l o n g  run by p u t t i n g  t h i s  p l a n t  j n t o  s e r v i c e  i n  

t h e  year 2005, t h e  l a t t e r  p a r t  o f  t h e  

recommendati on statement, Commi s s i  oner Baez. 

COMMISSIONER BAEZ:  And 1 understand t h a t .  

But my way o f  t a k i n g  t h e  recommendation, Madam 

chairman, was t h a t  these were somehow i n  

a d d i t i o n  t o ,  and -- o r ,  i n  essence, t h i n k i n g  o f  

a l l  t h i n g s  being equal ,  i t  does add r e l i a b i l i t y .  

so I ' m  a l so  uncomfortable -- I ' m  uncomfortable 

even w i t h  t h a t  thought  process as w e l l .  

And moreover, I ' m  uncomfortable -- I want 

t o  g e t  c l e a r  t h e  e f f e c t  o f  t h e  d e c i s i o n  on t h i s  

i s s u e ,  because 1 want t o  understand what t h e  

f a l l o u t s  a re .  And t h i s  i s s u e  -- and c e r t a i n l y  

v o t i n g  on t h i s  i s s u e  now may be p u t t i n g  t h e  c a r t  

b e f o r e  -the horse on some l e v e l .  Do  you 

designate something as more c o s t - e f f e c t i v e  i f  

your i s s u e  i s  say ing do you need a 700-megawatt 
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p l a n t ?  

MR. HAFF: T h i s  i s s u e  -- i f  YOU v o t e  no on 

t h i s  i s s u e ,  i t  j u s t  means t h a t  y o u ' r e  d e c i d i n g  

t h a t  t hey  d o n ' t  need -- t h a t  FPL does n o t  need 

M a r t i n  U n i t  8 i n  2005. I apologize i f  i t  wasn ' t  

c l e a r .  I ' m  recommending t h a t  t h e y  d o n ' t  need 

t h e  f u l l  c a p a c i t y  o f  M a r t i n  8 on a r e l i a b i l i t y  

bas i s  u n t i l  2006. v o t i n g  t h i s  i s s u e  has no 

e f f e c t  on, a t  l e a s t  f rom t h i s  person, f rom t h i s  

p o i n t  o f  view, on c o s t - e f f e c t i v e n e s s ,  which you 

would vo te  i n  another i s s u e .  

COMMISSIONER BAEZ: W e l l ,  again,  I j u s t  

want t o  understand what t h e  statement o f  a 

p o s i t i v e  o r  nega t i ve  d e c i s i o n  i s .  1: mean, i t  

says -- 
COMMISSIONER DEASON: I t h i n k  p a r t  o f  t h e  

problem i s  t h a t  i n  answering t h i s  ques t i on ,  our  

s t a f f  has dev i  a ted  f rom our  own i n s t r u c t i  on. 

I t ' s  a yes o r  no ques t i on ,  and they  d i d n ' t  

answer yes o r  no. They exp la ined  w i t h o u t  -- and 

I ' m  n o t  f a u l t i n g  them. They r e a l l y  d i d  n o t  

answer, i n  my o p i n i o n  -- a t  l e a s t  l o o k i n g  a t  the  

one-paragraph recommendation, t hey  r e a l  1 y d i d n ' t  

answer yes  o r  no. 1 t h i n k  t h e  message i s  t h a t  

i t ' s  n o t  needed on a s t r i c t  r e l i a b i l i t y  
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standard,  b u t  t h e r e  a r e  o t h e r  c o n s i d e r a t i o n s  

whi ch j u s t i f y  t h e  c o n s t r u c t i o n  o f  t h e  p l a n t .  

CHAIRMAN JABER: For 2005. T h a t ' s  t h e  

o t h e r  d i s t i n c t i o n  he's t r y i n g  t o  make. 

MR. HAFF: Cor rec t .  

CHAIRMAN JABER: It doesn ' t  need i t  f o r  t h e  

r e l i a b i l i t y  standard i n  terms o f  t h e  year 2005, 

b u t  s t a f f  recommends t h a t  t h e r e  i s  a need i n  

terms o f  i n t e g r i t y  and r e l i a b i l i t y  f o r  2006. 

MR. HAFF:  Cor rec t .  And t h e  l a s t  sentence 

in t h e  recommendation statement i s  j u s t  meant t o  

say t h a t  adding M a r t i n  8 i n  2005 d o e s n ' t  

adve rse l y  a f fec t  r e l i a b i l i t y ,  i t  enhances i t .  

whether i t ' s  a l l  needed i n  2005 i s  t h e  o t h e r  

ques t i on .  

CHAIRMAN JABER: We coul d,  o f  course, 

Commissioners -- 

COMMISSIONER DEASON: W e l l ,  now, l e t  me ask 

a q u e s t i o n  i n  t h a t  regard .  we d i d  have 

test imony,  d i  d we n o t ,  though, t h a t  1 ooked a t  

t h e  t ransmiss ion  upgrade cos ts  t h a t  may be 

necessary i f  you staggered these u n i t s  and b u i l t  

one on one s i d e  o f  t h e  s t a t e  and t h e n  wa i ted  a 

year and b u i l t  another one on t h e  o t h e r  s i d e  o f  

t h e  s t a t e ?  Wi th u n i t s  o f  t h i s  magnitude, t h e r e  
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would be t ransmiss ion  c o s t  impacts.  

t h a t  may go  t o  t h e  c o s t - e f f e c t i v e n e s s  o f  t h e  

t i m i n g  o f  t h e  c o n s t r u c t i o n  o f  t h e  p l a n t s .  

MR. HAFF:  Yes, t h a t ' s  c o r r e c t .  

COMMISSIONER DEASON: Does i t  have -- I 

And r guess 

guess t o  m a i n t a i n  t h e  r e l i a b i l i t y  o f  b u i l d i n g  

one p l a n t  o f  t h i s  s i z e  on one s i d e  o f  t h e  s t a t e ,  

t h a t  t h e r e  would be needed t ransmiss ion  upgrades 

t o  make sure t h e r e ' s  no d e t r i m e n t a l  e f f e c t  upon 

re1 i abi  1 i t y ;  i s t h a t  c o r r e c t ?  

MR. HAFF: And t h a t ' s  c o r r e c t ,  when you 

assume t h a t  t h e  u n i t s  a r e  s p l i t  by year.  I f  

y o u ' r e  adding one one -- adding Manatee i n  2005 

and M a r t i n  i n  2006, y o u ' r e  c o r r e c t ,  t h a t  

t ransmiss ion  l i n e  i s  needed rea l ly  o n l y  f o r  t h a t  

one year.  

COMMISSIONER BAEZ: Commissioners, h e r e ' s  

-- I guess as c l e a r l y  as I can d e f i n e  i t  i n  my 

mind, h e r e ' s  t h e  concern t h a t  I have. 

F i r s t  o f  a l l ,  t h e  i s s u e  has M a r t i n  U n i t  8 .  

Okay. M a r t i n  U n i t  8 i s  a p l a n t  o f  some -- o f  

cons iderable c a p a c i t y ,  and t h e  ques t i on  i s ,  do 

you have a need f o r  i t .  And 1 t h i n k  we've  as 

much as -- we've discussed t h e  comparable o r  t h e  

exaggerat ion o f  t h e  15-megawatt s h o r t f a l l  and 
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how t h a t  c rea tes  a c o n f l i c t  i n  you t o  say, 

" w e l l ,  t h e r e ' s  a s h o r t f a l l  on t h e  20% margin, 

and so by addressing t h a t ,  a re  we going t o  

answer an u l t i m a t e  ques t i on  o f  a p l a n t  o f  some 

magnitude t o  address t h a t  need?" And 1: guess 

I ' m  uncomfortabl e w i t h  t h i  s i ssue i n p a r t i  cu7 a r  

be ing so s p e c i f i c .  

I mean, i s  t h e r e  -- because t o  me, t h e  

u l t i m a t e  ques t i on  t h a t  t h e  i s s u e  i s  ask ing  i s ,  

do you need 700 megawatts t o  cover a 15-megawatt 

s h o r t f a l l ?  And i f  we ask i t  t h a t  way, t h e  

answer t o  me i s  c l e a r .  Regardless o f  whether 

i t ' s  more c o s t - e f f e c t i v e  f o r  2006, those 

quest jons remain t o  be seen, and I see i t  as -- 

that's where t h e  e f f i c i e n c i e s  of perhaps 

avo id ing  some t r a n s m i s s i o n  cos ts  and so on come 

i n t o  p l a y .  But l ' m  a l i t t l e  uncomfortable w i t h  

t h i s  ques t i on  that's be ing  asked here,  a t  l e a s t  

i n  t h e  way -- 

CHAIRMAN 3ABER: I understand your p o i n t ,  

Commissioner Baez. 7: understand, and 1 t h i n k  

where a l s o  I ' m  n o t  w i l l i n g  t o  agree w i t h  

something you j u s t  s a i d  --  and I t h i n k  w e ' r e  

saying t h e  same t h i n g .  On t h e  s h o r t f a l l ,  the 

reserve margin s h o r t f a l l ,  I d o n ' t  even t h i n k  
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t h e r e ' s  a reserve margin s h o r t f a l l .  

COMMISSIONER BAEZ: W e l l ,  yes, I agree w i t h  

you. 

CHAIRMAN JABER: For t h e  reasons we a11 

a r t i c u l a t e d .  

COMMISSIONER BAEZ: I d o n ' t  t h i n k  t h a t  t h e  

d i f f e r e n t i a l  i s  -- I t h i n k  i t ' s  de m in im is .  I 

d o n ' t  t h i n k  t h a t  i n  any -- i f  t h e  company came 

i n  and sa id ,  ''Hey, guys, we're .08 s h o r t , "  t h a t  

anyone was going t o  t a k e  issue a t  t h e  end o f  t h e  

day. 

MR. HAFF: No,  we d i d n ' t .  

COMMISSIONER BAEZ: So I'm convinced o f  

t h a t .  I sense t h a t  the r e s t  o f  you a r e  as w e l l ,  

so I ' m  w o r r i e d  about g i v i n g  i t  t h a t  k i n d  o f  -- 

CHAIRMAN JABER: Wel l ,  h e r e ' s  an i d e a .  

T h i s  same d i s c u s s i o n  -- i n  terms o f  t h e  reco rd  

evidence, th-i s i s  c r i t i c a l  . B u t  Commissioner 

Baez's good p o i n t  about t h i s  reco rd  evidence 

r e a l l y  goes t o  t h e  c o s t  savings and t h e  

c o s t - e f f e c t i v e n e s s  o f  t h e  M a r t i n  u n i t .  And I 

n o t i c e  t h e  n e x t  i s s u e  has us v o t i n g  on need f o r  

t h e  u n i $  a t  a reasonable c o s t .  YOU guys need t o  

c o r r e c t  me i f  w e ' r e  on t h i n  l e g a l  grounds. I t  

seems t o  me making sure t h i s  d i s c u s s i o n  occurs 
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i n  some p a r t  o f  t h e  o r d e r  negates, may negate 

t h e  need t o  v o t e  w i t h  r e s p e c t  t o  f i n d i n g  a need 

f o r  M a r t i n  U n i t  8 as i t  r e l a t e s  t o  r e l i a b i l i t y  

and i n t e g r i t y .  Commissioner BaeZ, t h a t ' s  one 

o p t i o n ,  u n t i l  Martha t e l l s  me we' re  wrong. 

The second o p t i o n  may be t h a t ,  o b v i o u s l y ,  

we modify s t a f f ' s  recommendation t o  encompass 

what we j u s t  -- 

COMMISSIONER BAEZ: We l l ,  and I guess I see 

i t  as a t i m i n g  -- I see i t  as a t i m i n g  i s s u e .  I 

mean, by say ing yea o r  nay t o  an e x i s t i n g  need 

o f  -- and again,  I c a n ' t  s t r e s s  enough, you 

know, t h e  u n i t  says M a r t i n  U n i t  8 .  M a r t i n  U n i t  

8 has a s p e c i f i c  -- t h e r e  i s  a s p e c i f i c  concept. 

I t  i s  a p r o j e c t  o f  known s i z e  and c a p a c i t y ,  you 

know, so r guess t o  me i t ' s  a t i m i n g  ques t i on .  

DO you need t h a t  p r o j e c t  f o r  2005? And I see i t  

as t h a t  -- I mean, maybe i t ' s  a m a t t e r  o f  

break ing i t  down -- 

CHAIRMAN JABER: Ms. Brown? 

COMMISSIONER BAEZ: -- a long those l i n e s .  

MS. BROWN: Commissioner, i t  seems t o  me 

t h a t  we'can t a k e  care o f  t h i s  when we g e t  t o  

w r i t i n g  t h e  o rde r .  These i s s u e s  a r e  determined 

i n  p a r t  by s t a t u t e ,  and t h e y  a r e  c o n f i n i n g  t o  
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COMMISSIONER BAEZ: I understand. 

MS. BROWN: But when we g e t  t o  w r i t i n g  t h e  

o rde r ,  i t  seems t o  me t o  be p o s s i b l e  t o  say in 

response t o  t h i s  ques t i on ,  i s  t h e r e  a need, a 

r e l i a b i l i t y  need f o r  t h i s  p l a n t  i n  2005, you can 

say,  "NO, but i t  w i l l  be more c o s t - e f f e c t i v e  i f  

i t  i s  const ructed,  and t h e r e f o r e  we a r e  

approving i t  f o r  those reasons." And t h a t  way 

-- I t h i n k  t h a t ' s  what you want t o  g e t  a t ,  i s n ' t  

it, p r e t t y  much? 

CHAIRMAN JABER: T h a t ' s  p a r t i a l l y  i t ,  b u t  I 

t h i n k  t h e r e ' s  a lso  agreement w i t h  r e s p e c t  t o  t h e  

second p a r t  o f  s t a f f ' s  recommendation. And, 

Commissioner, Baez, you need t o  c o r r e c t  me i f  

I ' m  wrong. There i s  -- you would agree t h a t  

t h e r e  i s  a need i n  t h e  year 2006? 

MS. BROWN: (Nodding head a f f i r m a t i v e l y . )  

COMMISSIONER BAEZ: A need f o r  c a p a c i t y ?  

CHAIRMAN JABER: A need f o r  c a p a c i t y  i n  

2006. 

COMMISSIONER BRADLEY: Madam Chai r .  

MS: BROWN: R i g h t ,  r i g h t ,  and t h a t  c o u l d  be 

-- yes, y o u ' r e  e x a c t l y  r i g h t .  That would go 

i n t o  t h e  e x p l a n a t i o n  as well. I t  would be t h e r e  
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i s  -- i n  t h e  years 2005 and 2006, t h e r e  i s  a 

need f o r  t h i s  amount o f  c a p a c i t y  t h a t  can be 

f i l l e d  by these p l a n t s .  w h i l e  t h e  M a r t i n  p l a n t  

i s  n o t  s t r i c t l y  needed i n  2005, i t  makes 

c o s t - e f f e c t i v e n e s s  sense t o  b u i l d  them a l l  a t  

t h e  same t ime,  and t h e r e f o r e  you approve i t . 

COMMISSIONER BRADLEY: Madam cha i r .  

COMMISSIONER BAEZ: I f  t h a t ' s  what -- and I 

f o r g o t  what i s s u e  we ' re  on now. 

CHAIRMAN JABER: NOW W e ' r e  On IsSue 1. 

COMMISSIONER BAEZ: We a r e  on I s s u e  1. 

MS.  BROWN: You know, when -- 

COMMISSIONER BAEZ: okay. If that's what 

I s s u e  1 i s  -- 

MS. BROWN: And when t h e  o r d e r  i s  d r a f t e d ,  

i t  won ' t  be so e x a c t l y  s p e c i f i c  as t o  these  

i s s u e s ,  and t h e r e  w i l l  be t h e  f l e x i b i l i t y  t o  

w r i t e  i t  t h e  way you want t o .  I t h i n k  t h a t  we 

a l l  know and a l l  agree what you want t o  say. 

I t ' s  j u s t  t h a t  these i ssues ,  s t a t u t o r y  i s s u e s  

are hard t o  mesh a l l  t h e  f a c t s  i n t o ,  but i t  can 

be done. 

COMMISSIONER BAEZ: And I a p p r e c i a t e  t h e  

d i f f i c u l t y .  I j u s t  -- 1 mean, I ' v e  heard a 

cons iderab le  amount o f  d i  scomfor t  w i t h  what 
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cou ld  p o s s i b l y  -- w i t h  what i t  c o u l d  p o s s i b l y  

mean as opposed t o  what i t  should.  And as l o n g  

as a t  t h e  end o f  t h e  i s s u e  t h e r e ' s  some 

understanding o f  t h a t ,  1 -- 
MS. BROWN: NOW, i f  you want more spec i f - i c  

language i n  t h e  recommendation f o r  t h a t  i s s u e  

t h a t  you want t o  vo te  on, you c o u l d  modi fy  t h e  

statement t o  i n c l u d e  t h a t ,  and 1 haven't -- 

COMMISSIONER BRADLEY: I have a -- 

CHAIRMAN IABER:  Hang on, Commi s s i  oner 

Bradley.  Hang on. 

MS. BROWN: w h i l e  y o u ' r e  t a l k i n g  about 

o t h e r  t h i n g s ,  I can s i t  here and t r y  t o  propose 

something i f  you want. 

CHAIRMAN JABER: I t h i n k  we've covered it. 

The o n l y  t h i n g  I want t o  add t o  what you j u s t  

s a i d ,  Martha, be fo re  we l eave  t h i s  t o p i c  r e l a t e s  

t o  t h a t  r e s e r v e  margin. I a l s o  heard consensus 

-- and again,  we haven ' t  vo ted  -- t h a t  t h e  

r e l i a n c e  w i t h  respect  t o  t h e  reserve margin 

be ing s t r i c t l y  20% as i t  r e l a t e s  t o  need i s  n o t  

-- i t ' s  n o t  as c r i t i c a l .  

MS.J BROWN: R i g h t .  And i t  has been a w h i l e  

s ince  t h e  hear ing ,  b u t  I t h i n k  t h e r e  were some 

quest ions and d i s c u s s i o n  about t h a t  a t  t h e  
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hear ing  as w e l l ,  whether t h e  Commission was 

going t o  be -- had t o  be bound by t h i s  v o l u n t a r y  

s t r j c t  i n t e r p r e t a t i o n  o f  t h e  s t r i c t  20%. And I 

t h i n k  t h e  f e e l i n g  was t h a t ,  no, depending on t h e  

f a c t s  and circumstances i n  t h i s  case, i t ' s  a 

p r e t t y  c l e a r  example t h a t  -- 

CHAIRMAN JABER: Yes. I mean i n  terms O f  

t h e  o rde r ,  you need t o  modi fy  t h i s  s e c t i o n  t o  

n o t  make i t  sound l i k e  t h a t ' s  why we a r e  f i n d i n g  

t h a t  t h e r e  i s  a need -- 

MS. BROWN: Yes, I understand t h a t .  

CHAIRMAN JABER: -- as opposed t o  2006. 

MS. BROWN: Y e s .  

CHAIRMAN JABER: Commi s s i  oner Brad1 ey . 
COMMISSIONER BRADLEY: Yes. w h i l e  I Can 

apprec ia te  what s t a f f  j u s t  sa id ,  I t h i n k  t h a t  

t h e r e ' s  a c o n s t i t u t i o n a l  c o n s i d e r a t i o n  t h a t  we 

haven ' t  p u t  i n t o  t h i s  d i s c u s s i o n  t h a t  was not a 

p a r t  o f  t h e  equa t ion  when we had t h e  i n i t i a l  

hear ing,  and t h a t  i s  t h e  c l a s s  s i z e  amendment. 

MS. BROWN: I ' m  s o r r y .  The what? 

COMMISSIONER BRADLEY: The c l a s s  s i z e  

amendment t h a t  j u s t  r e c e n t l y  passed f o r  su re  i s  

go ing t o  c r e a t e  an a d d i t i o n a l  need f o r  c a p a c i t y ,  

which may r e a l l y  throw these f i g u r e s  o f f  
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complete ly .  So 1 t h i n k  t h a t  when you f a c t o r  

t h a t  i n ,  t h a t ' s  an i n t e r v e n i n g  v a r i a b l e  t h a t  we 

d i d  n o t  g i v e  c o n s i d e r a t i o n  t o ,  as I s a i d ,  when 

we had t h e  i n i t i a l  hea r ing .  When you f a c t o r  

t h a t  i n ,  we may n o t  have a 20% margin here.  We 

may be below t h a t .  SO I t h i n k  j u s t  t h a t  

c o n s t i  t u t i  onal amendment i tsel  f ,  because i t  d i  d 

pass, i s  go ing t o  throw these f i g u r e s  o f f .  SO I 

see most d e f i n i t e l y  t h a t  i f  we -- r mean, i s  i t  

p o s s i b l e  t o  f a c t o r  t h a t  i n  and determine what 

t h e  re1 i ab i  1 i t y  w i  11 be? 

MS. BROWN: I w o u l d n ' t  say perhaps a t  t h i s  

p o i n t  -- 

COMMISSIONER BRADLEY: That t h a t ' s  i n d  uded 

i n t h e  d i  scussi  on? 

MS.  BROWN: We l l ,  c e r t a i n l y  you can d i scuss  

i t .  I would t h i n k  t h a t  -- 

CHAIRMAN JABER: YOU c a n ' t  r e l y  on i t . 

MS. BROWN: Any proceeding b e f o r e  t h e  

Commi s s i  on when somethi ng occurs t h a t  i s 

u n a n t i c i p a t e d  o r  t h e r e  i s  an egregious problem 

t h a t  develops, t h e  u t i l i t i e s  can come b e f o r e  us ,  

and we can address something. And i f  t h a t  comes 

up, i f  t h i s  c l a s s  s i z e  amendment a f f e c t s  t h i s ,  

then I ' m  sure t h e  u t i l i t i e s  w i l l  come b e f o r e  us 
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i n  how we deal w i t h  i t .  

CHAIRMAN JABER: Those kinds o f  t h i n g s  g e t  

p icked up i n  t h e i r  ten-year  s i t e  p l a n  rev iew 

every year. 

MS. BROWN: Sure. 

MR. HAFF: R igh t .  

CHAIRMAN 3ABER: But t h e  answer t o  

Commi s s i  oner Bradl  ey '  s q u e s t i o n  would be, i t 

c a n ' t  be considered now because we d o n ' t  have 

test imony i n  t h e  record.  

MS. BROWN: You're r i g h t .  

CHAIRMAN JABER: Commissioner Bradley,  

because t h e r e  a r e  o t h e r  t h i n g s  probably  t h a t  

we're n o t  even t h i n k i n g  of r i g h t  now t h a t  

companies p i c k  up every year i n  t h e i r  ten-year  

s i t e  p l a n  t h a t  t h e y  have t o  f i l e  here, and 

demand e x p e c t a t i  ons change every year.  

COMMISSIONER BRADLEY: And t h a t ' s  t r u e .  

But 1 t h i n k  i n  a n t i c i p a t i o n  o f  u s  having t o  

b u i l d  more classrooms, I t h i n k  t h a t  we c o u l d  

probably  p r o g n o s t i c a t e  t h e  f a c t  t h a t  we a r e  

going t o  have more o f  a demand need, and t h a t  

approving t h e  M a r t i n  8 p l a n t  i s  a prudent  t h i n g  

t o  do i n  a n t i c i p a t i o n  o f  us having new and 
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expanded need. 

COMMISSIONER DEASON: L e t  me say, I t h i n k  

t h a t ' s  a v e r y  good p o i n t ,  and I t h i n k  it can 

k i n d  o f  be captured i n  t h e  assessment, t h a t  

s t a f f  has said t h a t  w h i l e  i t  might  n o t  meet t h e  

s t r i c t  r e 1  i ab i  1 i ty requ i  rement i n t e r m s  o f  a 

s t a t e d  reserve margin,  i t  does add r e l i a b i l i t y  

t o  t h e  FPL system, and so we get an e x t r a  

cushion o f  reliability. T h a t ' s  one of t h e  added 

b e n e f i t s  o f  t h a t ,  and I t h i n k  t h a t  it probably  

makes t h a t  added b e n e f i t  even more va luab le ,  

r e a l i z i n g  t h a t  t h e r e  a r e  changes such as you 

j u s t  d e s c r i  bed t h a t  a r e  t a k i  ng p l  ace. 

MR. HAFF: R i g h t .  

CHAIRMAN JABER: okay. Commissioners, any 

o t h e r  quest ions t o  Issue 1 o r  a motion? O r  a r e  

you i n  agreement t h a t  no v o t e  i s  necessary on 

Issue 1, we make sure t h e  d i s c u s s i o n  we had ge ts  

i ncorporated p o s s i b l y  i n t h e  c o s t - e f f e c t i v e n e s s  

i s s u e ,  o r  wherever e l s e  it may be a p p r o p r i a t e  i n  

t h e  body o f  t h e  order?  

COMMISSIONER BRADLEY: We1 1 , i f  i t  ' s more 

c o s t - e f + i c i e n t ,  or effective, t h a t  i s ,  i n  o r d e r  

t o  b u i l d  i t  i n  2005 r a t h e r  t h a n  2006, 1 would 

l i k e  t o  make a mot ion t o  move s t a f f ,  s t a f f ' s  
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recommendation on I s s u e  1. 

CHAIRMAN JABER: Okay. Th i  s p a r t i  cul a r  

i ssue ,  though, I -- yes. I t h i n k  your mot ion  

goes t o  t h e  f i n a l  i s s u e  about whether b o t h  

p l a n t s  should come i n  a t  2005. T h i s  p a r t i c u l a r  

i ssue,  s t a f f  i s  recommending t h a t  we f i n d  a need 

e x i s t s  because M a r t i n  u n i t  8 b r i n g s  FP&L t o  a 

20% reserve margin and because M a r t i n  8 w i l l  

h e l p  enhance r e l i a b i l i t y  i n  2006. so I t h i n k ,  

Commissioner Bradley,  we may g e t  t o  e x a c t l y  

where you want t o  be  a t  t h e  conc lus ion  o f  a l l  

t h e  vo tes .  obv ious l y ,  we d o n ' t  know how t h e  

Commission w i l l  vo te ,  b u t  -- 

MR. HAFF: Madam cha i  rmatn. 

COMMISSIONER BRADLEY: M r .  H a f f .  

MR. HAFF: I apo log ize  i f  i t ' s  n o t  c l e a r ,  

b u t  i n h e r e n t  i n  t h e  d i scuss ion  i s  t h a t  t h e r e  i s  

a need i n  2006, a r e l i a b i l i t y  need i n  2006. 

CHAIRMAN JABER: D i d  I m i s s t a t e  t h a t ?  I 

d i d n ' t  mean t o .  okay. 

COMMISSIONER BAEZ: Madam chairman, 1 t h i n k  

when you speak o f  enhanci ng r e 1  i ab i  1 i t y  , t h e  

inc rementa l ,  I t h i n k  i t ' s  r e f e r r i n g  t o  2005. IS 

t h a t  c o r r e c t ?  

MR. HAFF: T h a t ' s  c o r r e c t ,  and t h a t  -it 

. 
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a b s o l u t e l y  i s  needed i n  2006. 

COMMISSIONER DEASON: Wel l ,  l e t  me ask t h i s  

quest ion,  Commissioners. We've had ex tens i ve  

d i scuss ion  on t h i s ,  and I'm i n  agreement w i t h  

t h e  general d i  r e c t i o n  o f  t h e  d i scuss ion .  

1 t h i n k  counsel has i n d i c a t e d  t h a t  she can 

i n c o r p o r a t e  t h a t  i n t o  t h e  o r d e r .  I d o n ' t  r e a l l y  

have a problem t h e  wording o f  s t a f f ' s  

recommendation, as l o n g  as we' re  c l e a r  t h a t  t h e  

o rde r  i s  c o n s i s t e n t  w i t h  t h e  d i s c u s s i o n  we've 

had here.  I ' m  reading t h e  exac t  language o f  t h e  

recommendation. I d o n ' t  f i n d  any th ing  i n  t h e r e  

t h a t  i s  i n c o n s i s t e n t  w i t h  ou r  d i scuss ion .  And 

i f  t h e r e  i s ,  I would j u s t  ask someone t o  p o i n t  

i t  o u t  t o  me, and maybe we can make a 

m o d i f i c a t i o n  t o  t h a t .  But I d o n ' t  have a 

problem w i t h  t h e  recommendation as s t a t e d  i n  t h e  

recommendation paragraph on page 5 .  

NOW, i f  i t ' s  decided we d o n ' t  need t o  v o t e  

on t h i s  a t  a l l  and we can s t i l l  g e t  -- you know, 

we s t i l l  can meet t h e  s t a t u t o r y  requi  rements, 

t h e  requirement we have f o r  t h i s  need 

de te rm ina t ion ,  I ' m  n o t  opposed t o  t h a t  e i t h e r .  

But  I do n o t  f i n d  t h e  recommendation language 

o b j e c t i  onabl e .  
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COMMISSIONER BAEZ: Wel l ,  I -- 
COMMISSIONER BRADLEY: L e t  me ask a 

ques t i on ,  

CHAIRMAN JABER: The recommendation 

statement,  Con" s s i  oner BaeZ, i s what 

Commissioner Deason i s  l o o k i n g  a t ,  page 5 .  

COMMISSIONER BAEZ: I d o n ' t  have a problem 

w i t h  t h e  f i r s t  h a l f  o f  i t .  1 t h i n k  t h a t  n o t  

hav ing voted on I s s u e  14  t o  accept a 

recommendation t h a t  presupposes t h a t  -- and 

again,  I j u s t  want t o  keep t h i n g s  i n  o r d e r ,  

because I i n i t i a l l y  had a s l i g h t  b i t  o f  

con fus ion  as t o  what e x a c t l y  we were d e c i d i n g  

w i t h  t h i s  I s s u e  1. 

CHAIRMAN JABER: oh, okay. S o  your p o i n t  

would be you would s t o p  t h e  recommendation a f t e r  

"summer 2006"? 

COMMISSIONER BAEZ: In my mind, i t ' s  t h e  

o n l y  accurate statement l e g a l l y  -- 

CHAIRMAN JABER: To respond t o  t h i s  issue.  

COMMISSIONER BAEZ: -- t h a t  we can make, 

because o the rw i  se ,  we '  re deci  d i  ng I s s u e  14 .  

COMMISSIONER DEASON: I t end  to agree w i t h  

t h a t .  1 t h i n k  s t a f f  was just a i d i n g  t h e  

Commissioners, as we read t h i  s recommendation, 
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k i n d  o f  g i v i n g  us an u p - f r o n t  p o s i t i o n  

concerning subsequent i s s u e s  so we would k i n d  o f  

f o l l o w  t h e  f l o w  o f  t h e  recommendation, and t h a t  

would make i t  e a s i e r .  

CHAIRMAN JABER: Yes. 

COMMISSIONER BAEZ: And d o n ' t  

misunderstand. I ' m  g l a d  t h e y  a c t u a l l y  wrote t h e  

recommendation t h i s  way, because it does g i v e  

you an easy reference p o i n t ,  and I a p p r e c i a t e  

i t .  There were enough i s s u e s ,  and s t a t u t o r i l y  

t h e r e  a r e  enough con fus ing  i ssues  t h a t  need 

g e t t i n g  answered. However, because of t h e  o r d e r  

o f  t h e  i ssues ,  and because o f  t h e  p o i n t  i n  t h e  

conversa t i on  t h a t  we ' re  i n  -- 

COMMISSIONER BRADLEY: I want t o  ask a 

ques t i on  t o  g e t  cl a r i  t y  . 
CHAIRMAN 7ABER: L e t  me go back and e x p l a i n  

somethi ng, Commi s s i  oner Bradl  ey, because you 

made a re fe rence  t o  a mot ion,  and I want t o  

e x p l a i n  t o  you what Commissioner Baez j u s t  

p o i n t e d  o u t .  I t ' s  n o t  t h a t  t h e  bottom p a r t  o f  

s t a f f ' s  recommendation i n  I s s u e  1 i s  complete ly  

taken o u t .  Commjssioner Baez's p o i n t  i s  t h a t  

i t ' s  premature t o  v o t e  on t h a t  statement when we 

h a v e n ' t  g o t t e n  t o  I s s u e  14 y e t .  So I wanted t o  
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make r e a l  c l  ea r ,  Commi s s i  oners, t h a t  we ' r e  n o t  

t a k i  ng s t a f f  ' s recommendation o u t  compl e t e l  y 

here. We're j u s t  r e s e r v i n g  t h e  v o t e  u n t i l  we 

g e t  t o  I ssue  14.  

COMMISSIONER BAEZ:  N o t  a t  a l l .  T h a t ' s  

e x a c t l y  r i g h t .  1 mean, i f  I s s u e  14 s t i l l  needs 

d i scuss ion  -- and i t  may be t h a t  t h i s  u l t i m a t e l y  

a p p l i e s ,  and i f  t h a t ' s  t h e  case, 1 d o n ' t  have a 

problem w i t h  i t .  But  again,  we are  t a k i n g  a 

v o t e  here, and I t h i n k  t h a t  we a t  l e a s t  have t o  

be as accurate as we can w i t h  what we a r e  v o t i n g  

on, 

COMMISSIONER DEASON: Wel l ,  k t  me -- 

CHAIRMAN JABER: Commi s s i  oner Brad1 ey ,  does 

t h a t  s a t i s f y  your  concern? 

COMMISSIONER BRADLEY: W e l l ,  I need to j u s t  

g e t  something c l e a r  i n  my mind. I s  i t  t h a t  

you ' r e  concerned about t h e  19.92% reserve 

margin, the f a c t  t h a t  we i n  t h e  p a s t  have 

c l e a r l y  es tab l  i shed t h a t  20% i s  t h e  agreed-upon 

number, and t h a t  i f  we v o t e  f o r  t h e  19.92% 

reserve margin, t hen  what we' re  do ing i s  

re-establ  i s h i  ng t h e  precedent? 

COMMISSIONER BAEZ: Wel l ,  h e r e ' s  my 

problem. I n  a vacuum, I am no t  w i l l i n g  t o  say 
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t h a t  f o r  a recognized 15-megawatt s h o r t f a l l  , 

t h e r e  i s  a need f o r  789 megawatts, s t r i c t l y  

speaking. when we g e t  t o  I s s u e  14  and we 

d iscuss the  c o s t - e f f e c t i v e n e s s  o f  poss i  b7y t h a t  

o p t i o n ,  I may be w i l l i n g  t o  say t h a t  a f t e r  we 

d iscuss i t .  

But I ' m  n o t  go ing -- I'm u n w i l l i n g  t o  say 

t h a t  we have t o  meet -- t h a t  a 20%, which has 

been v o l u n t a r i l y  e s t a b l i s h e d ,  i t  i s  an 

agreement, i s  n o t  t h e  same t h i n g  as 19.92. I'm 

n o t  w i l l i n g  t o  say t h a t .  And I ' m  a l s o  not 

w i l l i n g  t o  say, as I s t a t e d  b e f o r e ,  t h a t  i n  

o rde r  t o  meet t h a t  .OB s h o r t f a l l  i n  year 2005, 

we a b s o l u t e l y  need a 789-megawatt p l a n t .  

Again, i t  may t u r n  o u t  t h a t  i t ' s  more 

c o s t - e f f e c t i v e .  As we w i l l  d i scuss ,  I ' m  sure,  

a t  l e n g t h  l a t e r  on, i t  may t u r n  o u t  t h a t  i t ' s  

more c o s t - e f f e c t i v e  t o  do i t  i n  2005 r a t h e r  than 

2006. But I t h i n k  t h a t  t h a t ' s  an i s s u e  f o r  

l a t e r  on i n  t h e  d i s c u s s i o n  under I s s u e  14  as 

referenced i n  t h i s  recommendation. I'm n o t  

w i l l i n g  t o  dec ide i t  b e f o r e .  

COMMISSIONER PALECKI :  w o u l d n ' t  i t  j u s t  be 

e a s i e r  t o  v o t e  on t h i s  i s s u e  a f t e r  we v o t e  on 

I s s u e  14? 
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COMMISSIONER BAEZ: I t  may be. 

CHAIRMAN JABER: Commj s s i  oners,  1 i s t e n ,  we 

g e t  t o  t h e  same p lace.  T h i s  i s s u e  asks us t o  

take  a vo te  on a v e r y  l i m i t e d  p a r t  of t h i s  

case. 

o r  whoever, between he and Commi s s i  oner Baez, 

you h i t  t h e  n a i l  on t h e  head. I f  we d e l e t e  f rom 

"However" t o  " i n t e g r i t y , "  we ' re  go ing t o  g e t  t o  

t he  same p lace.  

I t h i  nk Commi s s i  oner Deason ' s suggest i  on, 

Commissioners, what we've a l l  s a i d  i s ,  f rom 

a s t r i c t  reserve margin p e r s p e c t i v e  and t o  

address t h e  15-megawatt s h o r t f a l l ,  no one i s  

w i l l i n g  t o  suppor t  t h e  n o t i o n  t h a t  t h e  e n t i r e  

789-megawatt u n i t  i s  needed. However, perhaps 

w e ' r e  going t o  consider  from a b i g g e r ,  l a r g e r  

comprehensive s t a n d p o i n t  t h e  need f o r  t h a t  u n i t .  

SO t h i s  i ssue ,  I would remind everyone, does n o t  

p r e c l  ude t h a t  vo te .  

COMMISSIONER BAEZ r ' m  j u s t  i n t e r e s t e d  i n  

keeping them -- you know, l e t ' s  have some l i n e a r  

--  I know i t ' s  hard enough t o  do, b u t  l e t ' s  t r y  

and ma in ta in  some l i n e a r  p a t t e r n  t o  our vo tes .  

COMMISSIONER DEASON: We l l ,  l e t  me ask a 

ques t i on  on t h a t .  YOU know, you d i d  i d e n t i f y  -- 

s u b j e c t  t o  my q u e s t i o n  and my request ,  you 
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i d e n t i f i e d  o b j e c t i o n a b l e  1 anguage w i  t h i  n t h e  

recommendation, and I agree w i t h  you t h a t  i t ' s  

presupposing something. And maybe t h i s  i s  n o t  

t h e  -- b u t  t h e  ques t i on  t h a t  I have i s ,  what i s  

o b j e c t i o n a b l e  about t h e  v e r y  l a s t  sentence i n  

t h e  recommendation? It's n o t  say ing t h a t  i t ' s  

needed. I t ' s  j u s t  f i n d i n g  -- i t  i s  f i n d i n g  t h a t  

t h e  added c a p a c i t y  w i l l  enhance t h e  r e l i a b i l i t y  

and i n t e g r i t y .  

COMMISSIONER BAEZ: I n  an o b j e c t i v e  sense, 

w i t h o u t  p r e j u d g i n g  c o s t - e f f e c t i v e n e s s  and 

whether --  

COMMISSIONER DEASON: I d o n ' t  t h i n k  t h e  

l a s t  sentence r e a l l y  goes t o  c o s t - e f f e c t i v e n e s s  

a t  a l l .  

COMMISSIONER BAEZ: I t h i n k  i n  t h e o r y ,  

a b s o l u t e l y ,  even i f  M a r t h  -- i f  M a r t i n  8 were a 

4,000-megawatt p l a n t  -- and I d o n ' t  know t h a t  

t h a t  e x i s t s ,  b u t  i f  i t  -- you know, i n  an 

abso lu te  sense, yes, o f  course i t  enhances 

r e l i a b i l i t y  and i n t e g r i t y .  YOU know, f would 

have t o  say yes. My o n l y  concern i s  n o t  

d e c i d i n g  one b e f o r e  t h e  o t h e r ,  t h a t ' s  a l l .  

COMMISSIONER DEASON: Wel l ,  I ' m  open t o  a 

mot ion,  and maybe i f  Commissioner Baez can make 
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a mot ion,  1 might  could second i t . 

COMMISSIONER BAEZ: I would -- a n d  again,  

i n  an o b j e c t i v e  sense, we can keep t h a t  l a s t  

sentence, so I would -- 

COMMISSIONER BRADLEY: okay. 1 made a 

why d o n ' t  I withdraw my mot ion.  

COMMISSIONER DEASON: oh, I ' m  s o r r y .  I 

d i d n ' t  know t h a t  you had made a mot ion.  I ' m  

w i l l i n g  -- i f  you want t o  r e s t a t e  your  mot ion,  

I ' m  w i l l i n g  maybe t o  second your mot ion.  

mot ion.  

COMMISSIONER BRADLEY: We l l ,  I made a 

mot ion t o  move s t a f f ' s  recommendation, and we 

were w a i t i n g  on a second, and t hen  we g o t  i n t o  a 

d i scuss ion .  

and w e ' l l  see what Commissioner Baez wants t o  

propose. S o  I -- 

SO why d o n ' t  I withdraw my mot ion,  

COMMISSIONER BAEZ: MY mot ion -- 

CHAIRMAN 7ABER: Thank you, Commissioner 

Bradley.  

COMMISSIONER BAEZ: Thank you, 

Commi s s i  oner,  

My mot ion would s imp ly  be t o  remove t h e  

second 9-  no, I'm s o r r y ,  t h e  t h i r d  sentence, t h e  

one t h a t  says, "However, as discussed i n  I s s u e  

14, i t  i s  more c o s t - e f f e c t i v e  f o r  FPL t o  p lace  
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M a r t i n  8 i n t o  commercial s e r v i c e  i n  2005 r a t h e r  

than 2006." 

"enhancing" language. And 1 would move s t a f f  

w i t h  t h a t  modi f i  c a t i o n .  

A n d  I ' m  w i l l i n g  t o  m a i n t a i n  t h e  

CHAIRMAN JABER: Do we have a second? 

COMMISSIONER BRADLEY: 1 ' 1 1  second t h a t .  

CHAIRMAN JABER: okay. There 's  a mot ion 

and a second t o  mod i f y  s t a f f ' s  recommendation 

such t h a t  t h e  sentence t h a t  reads, "However, as 

discussed i n  I s s u e  14,  i t  i s  more c o s t - e f f e c t i v e  

f o r  FPL t o  p lace  M a r t i n  U n i t  8 i n t o  commercial 

s e r v i c e  i n  2005 r a t h e r  than 2006," i s  d e l e t e d .  

A n d  t h e r e  was a second. ~ l l  those i n  f a v o r  say 

aye. 

(simultaneous a f f i  rma t i ve  responses.) 

CHAIRMAN JABER: I s s u e  1 as m o d i f i e d  i s  

approved. That takes us t o  I s s u e  3 .  And t h a t ' s  

page 11, and t h i s  i s  need f o r  t h e  u n i t ,  t a k i n g  

i n t o  t h e  account t h e  need f o r  adequate 

e l  e c t r i  c i t y  a t  a reasonabl e cos t .  Q u e s t i o n s ?  

COMMISSIONER PALECKI:  I j u s t  would l i k e  t o  

r e i t e r a t e  my concerns about f u e l  d i v e r s i t y .  And 

I t h i  nk ii t ' s especi a1 1 y more a p p r o p r i a t e  w i t h  

regard t o  M a r t i n  U n i t  8 than  i t  i s  t o  t h e  

p rev ious  u n i t .  ~ ' m  j u s t  hoping t h a t  f o r  a l l  
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f u t u r e  need de te rm ina t ions  we see a v e r y ,  v e r y  

thorough l ook  a t  what an i nc rease  i n  n a t u r a l  gas 

p r i c e s  can do t o  t h e  ra tepayers '  o b l i g a t i o n  and 

consider what o t h e r  a7 t e r n a t i v e s  a r e  ava i  1 ab1 e 

o u t s i d e  o f  n a t u r a l  gas combined c y c l e  p l a n t s .  

CHAIRMAN JABER: Thank you, Commissioner. 

Commissioners, any quest ions o r  a mot ion on 

I s s u e  3? 

COMMISSIONER DEASON: Wel l ,  I t h i n k  i t  

would be -- I had quest ions on i s s u e  4 

concerning heat  r a t e s  and avai  1 ab i  1 i t y  f a c t o r s  

and c a p i t a l  c o s t s .  I t h i n k  t h e  same would app ly  

f o r  t h i s  p a r t i c u l a r  u n i t  as w e l l .  And w i t h  t h a t  

understanding, I can move s t a f f  on I s s u e  3 .  

COMMISSIONER BRADLEY: second. 

CHAIRMAN JABER: Commi s s i  oner Baez, d i  d you 

have quest ions? 

COMMISSIONER BAEZ:  I have t h e  same -- 

CHAIRMAN JABER: okay. There's been a --  

COMMISSIONER BAEZ: I had t h e  same 

quest ions.  

CHAIRMAN JABER: -- mot ion and a second. 

A l l  those i n  favor  say aye. 

(simultaneous a f f i  rma t i ve  responses. 1 

CHAIRMAN JABER: I s s u e  3 i s  approved. 
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I s s u e  5 .  

COMMISSIONER DEASON: Move s t a f f .  

CHAIRMAN JABER: I ' m  s o r r y ,  Commissioner 

Deason. I had one c l a r i f y i n g  ques t i on .  on page 

18,  s t a f f ,  t h e  sentence, " s t a t e d  another way, i f  

1 5  megawatts o f  a d d i t i o n a l  DSM were a v a i l a b l e  t o  

FP&L f o r  f r e e ,  i t  would c o s t  FP&L ratepayers $18 

m i l l i o n  more t o  d e f e r  M a r t i n  U n i t  8 , "  y o u ' r e  

go ing t o  have t o  e x p l a i n  t h a t  sentence t o  me. 

MR. HAFF: That j u s t  means t h a t  d e f e r r i n g  

i t  -- as we discussed, d e f e r r i n g  M a r t i n  u n i t  8 

by a year would be $18 m i l l i o n  more c o s t l y  

o v e r a l l ,  and t h a t  i s  a scenar io  where you d o n ' t  

even address t h e  15-megawatt s h o r t f a l l .  

t h i s  statement i s  j u s t  meant t o  respond t o  some 

o f  t h e  i n te rvenor  p o s i t i o n s  t h a t  t hey  should 

have looked f o r  1 5  megawatts o f  conservat ion.  

That  conservat ion,  i f  i t  were a v a i l a b l e ,  would 

come a t  a c o s t ,  which would make t h a t  $18 

m i l l i o n  even more than  $18 m i l l i o n .  

And 

CHAIRMAN JABER: If t h a t  could be e i t h e r  

d e l e t e d  from t h e  o rde r  or  c l a r i f i e d  f o r  t h e  

o r d e r ,  L would f e e l  a l o t  more comfor tab le,  

MS.  Brown, because you -- t o  t u r n  i t  i n t o  what 

you s a i d  w i t h  respect  t o  c o s t s  assoc iated w i t h  
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DSM o f f s e t t i n g  any s o r t  o f  savings,  you know, 

associated w i t h  t h e  $18 m i l l i o n  i s  something I 

can -- 

MR. HAFF: A c t u a l l y ,  more DSM would add t o  

The cos t  o f  s p l i t t i n g  them up, t h e  $18 m i l l i o n .  

adding -- i f  we were t o  address -- i f  we were 

concerned about t h e  15-megawatt s h o r t f a l l  -- and 

I ' v e  heard t h a t  we ' re  n o t ,  b u t  i f  we were, and 

we asked t h e  u t i l i t y  t o  go f i n d  1 5  megawatts o f  

conservat ion,  i t  would c o s t  a c e r t a i n  amount o f  

money, which w i t h  $18 m i l l i o n ,  i t  a l ready  c o s t s  

more t o  d e f e r  t h e  u n i t ,  and i t  would c o s t  even 

more than 1 8  -- 
CHAIRMAN JABER: I understand what y o u ' r e  

saying. 

be ing met, i t ' s  n o t  go ing t o  complete ly  d e f e r  

t h e  necess i t y  f o r  t h e  p l a n t ,  a n d  t h e  l o n g e r  you 

p u t  i t  o f f ,  t h e  more i t  may cos t .  

Even w i t h  t h e  DSM conserva t i on  goal 

MR. HAFF: W e l l ,  I ' m  j u s t  -- no t  e x a c t l y .  

COMMISSIONER DEASON: L e t  see i f  1 can h e l p  

you. The d i f f i c u l t y  we have here  i s ,  no rma l l y  

when you t a l k  about d e f e r r i n g  a u n i t ,  you' r e  

t a l k i n g  labout c o s t  sav ings.  

MR. HAFF: C o r r e c t .  

COMMISSIONER DEASON: And t h a t  i s  t h e  

ACCURATE STENOTYPE REPORTERS, I N C .  



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

1 5  

16 

17 

18 

19 

20 

21 

22  

2 3  

24 

2 5  

75 

normal a n a l y s i s ,  and we s t a r t  comparing DSM and 

o t h e r  t h i n g s .  

i n  t h a t  we have a proposal  f o r  two p l a n t s .  

There a re  c e r t a i n  synerg ies and e f f i c i e n c i e s  

t h a t  a r e  i n  t h e  reco rd  about b u i l d i n g  t w o  

p l a n t s .  And when y o u ' r e  t a l k i n g  about d e f e r r i n g  

a p l a n t ,  y o u ' r e  n o t  t a l k i n g  about -- i n  t h i s  

s i t u a t i o n ,  based upon t h e  evidence, y o u ' r e  n o t  

t a l  k i  ng about c o s t  savi ngs . 
about added costs o f  d e f e r r a l .  

T h i s  i s  a v e r y  s t range s i t u a t i o n ,  

You ' r e  t a l  k i  ng 

MR. HAFF:  T h a t ' s  c o r r e c t .  

COMMISSIONER DEASON: SO that's why i t ' s  a 

l i t t l e  -- t h e  a n a l y s i s  i s  a l i t t l e  c o n t r a r y  t o  

what we no rma l l y  a r e  accustomed t o  rev iew ing  i t  

i n .  

MR. HAFF:  That 's  c o r r e c t ,  yes. 

CHAIRMAN JABER: Wel l ,  b u t  i s  t h a t  sentence 

necessary f o r  t h e  o r d e r ,  Commissioner Deason? 

Do you see t h e  confus ion? Am I t h e  o n l y  one -- 

COMMISSIONER DEASON: I d o n ' t  t h i n k  i t ' s  

necessary. I t h i n k  t h e  s t a f f  was j u s t  t r y i n g  t o  

--  a c t u a l l y  was t r y i n g  t o  h e l p  us understand and 

maybe have s l i g h t l y  confused t h e  i s s u e ,  b u t  I 

d o n ' t  t h i n k  t h a t  i t ' s  necessary t o  have t h a t  

sentence i n  t h e  recommendation o r  i n  t h e  o r d e r .  
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MS. BROWN: I won ' t  p u t  i t  i n ,  chairman 

~ a b e r .  There 's  p l e n t y  o f  d i scuss ion  o f  t h e  

r a t i o n a l e  above i t .  

CHAIRMAN I A B E R :  Exact1 y . That  ' S exact ]  y 

r i g h t  . 
okay. Commissioner Deason, you made a 

mot ion t o  approve s t a f f  on Issue 5 .  

COMMISSIONER BRADLEY: Madam c h a i r ,  f o r  t h e  

record ,  why d o n ' t  we s p e c i f i c a l l y  i d e n t i f y  t h e  

sentence? would you read i t ?  

CHAIRMAN JABER: It's page 18 .  I t ' s  the 

l a s t  sentence o f  t h e  f i  r s t  paragraph, " s t a t e d  

another  way, i f  1 5  megawatts o f  a d d i t i o n a l  DSM 

were a v a i l a b l e  t o  FP&L f o r  f r e e ,  i t  would c o s t  

FP&L ra tepayers $18 m i l l i o n  more t o  d e f e r  M a r t i n  

u n i t  8 . "  I t h i n k  t h a t ' s  con fus ing .  I t  doesn ' t  

add t o  t h e  prev ious  d iscuss ion ,  which i s  r e a l  

c l e a r ,  and i t  w i l l  be removed f rom t h e  o r d e r .  

Commissioner D e a s o n ,  you made a motion. 

D i d  I hear a second? 

COMMISSIONER P A L E C K I :  Second. 

CHAIRMAN 7ABlER: A l l  those  i n  f a v o r  o f  

approv ing s t a f f  on Issue 5 say aye. 

(simultaneous a f f i  rma t i ve  responses .> 
CHAIRMAN JABER: I s s u e  5 i s  approved. 
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We're going t o  t a k e  a t e n - m i n u t e  break, 

Commi ssi oners . 
(shor t  recess .>  
CHAIRMAN JABER: okay. Let ' s  g e t  back on 

t h e  record, and we a r e  on Issue 7.  

COMMISSIONER DEASON: Move staff. 

CHAIRMAN JABER: There has been a m o t i o n .  

We need a second. 

COMMISSIONER BRADLEY: Second. 

CHAIRMAN JABER: Mot ion and a second t o  

approve s t a f f  on I s s u e  7. A11  those i n  favor  

say aye. 

(s i  mu1 taneous a f f i  rmat i  ve responses .> 
CHAIRMAN JABER: Issue 7 i s  approved. 

I s s u e  9. 

COMMISSIONER DEASON: I can m o v e  s t a f f .  

COMMISSIONER BAEZ: second. 

CHAIRMAN 3ABER: There has been a mot ion 

and a second t o  approve s t a f f  on I s s u e  9. ~ l l  

those i n  favor  say aye. 

(Simultaneous a f f i  rmat-ive responses .> 
CHAIRMAN JABER: I s s u e  9 i s  approved. Ten. 

COMMISSIONER DEASON: which one a r e  we on? 

CHAIRMAN JABER: R i g h t  now w e ' r e  on 10. 

COMMISSIONER DEASON: Move s t a f f .  
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CHAIRMAN 7ABER: Page 26.  Doesn't i t  f e d  

l i k e  a Monday? 

t h i s  i s  a -- okay. 

10. 

Am 1 t h e  o n l y  one t h a t  t h i n k s  

1 heard a mot ion on Issue 

COMMISSIONER BRADLEY: second. 

CHAIRMAN JABER: okay. A l l  those i n  f a v o r  

say aye. 

(Simultaneous a f f i  rmat ive  responses .> 
CHAIRMAN JABER: I ssue  10 i s  approved. 

Issue 11. 

COMMISSIONER DEASON: Move s t a f f .  

COMMISSIONER BAEZ: I have one ques t i on .  

CHAIRMAN JABER: Commi s s i  oner Baez. 

COMMISSIONER BAEZ: And then 1 ' 1 1  second 

The f i r s t  l i n e  o f  t h e  s t a f f  a n a l y s i s  on i t .  

page 29 -- we are  on 11; r i g h t ?  

CHAIRMAN JABER: Yes, uh-huh, 29, page 29. 

COMMISSIONER BAEZ: I was j u s t  c u r i o u s  as 

t o  t h e  i m p l i c a t i o n  o f  say ing  t h a t  t h e  s t a t u t e  

does not  express l y  r e q u i r e  FPL'S -- I mean, i s  

d t h e r e  any th ing  o t h e r  than t h a t  t h a t  t h e y  shou 

be being? YOU know, should they  be do ing  

any th ing  o t h e r  than  t h a t ?  

You can say no. T h a t ' s  a l l  r i g h t .  

MS. BROWN: I d o n ' t  r e a l l y  know how t o  
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answer t h i  s ques t ion .  

COMMISSIONER BAEZ: I t  j u s t  -- I ' m  s o r r y .  

It j u s t  s t r u c k  me. T h a t ' s  t h e  k i n d  o f  -- 

MS. BROWN: we d o n ' t  have t o  p u t  t h i s  i n  

t h e  o rde r .  

COMMISSIONER BAEZ: I j u s t  l i s t e n  t o  my 

c h i l d  saying, "YOU d i d n ' t  say I c o u l d n ' t , "  you 

know. 

M S .  BROWN: T h i s  is k i n d  o f  an i n t e r n a l  

staff d iscuss ion  about how do you deal  w i t h  t h i s  

when t h e  s t a t u t e  doesn ' t  say f a i r ,  j u s t ,  and 

reasonable, l i  ke so much o f  ours do. But we 

d o n ' t  have t o  p u t  t h i s  i n  t h e  o rde r  i f  you d o n ' t  

want i t .  I t  r e a l l y  d o e s n ' t  h e l p  any th ing .  

COMMISSIONER BAEZ: It was more a 

r h e t o r i  cal ques t ion  than a n y t h i  ng e l  se I 

And then l a s t l y ,  can you c l a r i f y  f o r  me t h e  

1 .3% spread? 

MR. HAFF: Yes, Commissioner Baez. I n  t h e  

e v a l u a t i o n  o f  a l l  o f  t h e  p r o j e c t s  and t h e  

combi n a t i  ons o f  p r o j e c t s  t h a t  FPL eval  uated 

us ing  t h e  EGEAS model a n d  e v e r y t h i n g  e l s e ,  one 

o f  t h e  e x h i b i t s  had each o f  t h e  groupings o f  

p r o j e c t s  i n  o r d e r  f rom t h e  FPL s e l f - b u i l d ,  and 

t h e y  went down 36, r b e l i e v e ,  groups o f  p r o j e c t s  
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and t h e  t o t a l  system revenue requi  rements 

associ a ted w i  t h  each o f  those combi n a t i o n s  . From 

t h e  bes t  group, which was FPL'S s e l f - b u i l d ,  down 

t o  t h e  most c o s t l y  group was 1 . 3 %  d i f f e r e n c e .  

COMMISSIONER BAEZ: And t h a t  was t h e  next 

when you say a71 ques t i on  I was go ing  t o  ask. 

proposal s , t h a t  i n c l  udes t h e  sel f - b u i  1 d o p t i o n ?  

MR. HAFF: Yes. 

COMMISSIONER BAEZ: I n  t h a t  spread. 

MR. HAFF: I n  t h a t  spread, t h a t  i n c l u d e s  

groupi  ngs o f  every s i  n g l  e b i d .  

COMMISSIONER BAEZ: Thank you. I can 

second i t .  

CHAIRMAN JABER: Okay. There has been a 

mot ion and a second t o  approve s t a f f  on I s s u e  

11. A17 those i n  f a v o r  say aye. 

(simultaneous a f f i  rma t i ve  responses. 1 
CHAIRMAN JABER: I s s u e  11 i s  approved. 

Now we have l l ( a )  through 11(g>. 

Commissioners, I d o n ' t  know i f  you want t o  t a k e  

those up s e p a r a t e l y  or  -- 

COMMISSIONER DEASON: Madam chairman, I 

have some ques t i ons ,  so --  

CHAIRMAN JABER: Go ahead. 

COMMISSIONER DEASON: -- maybe we can do i t  
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separate1 y . 
On l l ( a ) ,  t h i s  a l l u d e s  t o  quest ions I ' v e  

asked e a r l i e r .  And, s t a f f ,  1 would d i r e c t  you 

t o  PACE'S p o s i t i o n  on page 3 1 .  I t  i n d i c a t e s  

t h e r e  t h a t  FP&L has n o t  committed t o  s tand by 

these va lues f o r  ratemaking purposes, and these 

values 1 assume a re  heat  r a t e ,  a v a i l a b i l i t y  

f a c t o r s ,  t h i n g s  o f  t h a t  na tu re .  

MR. HAFF: Uh-huh. 

COMMISSIONER DEASON: And t h a t  t h e  

Commission must cons ider  t h e  r i s k  of 

nonperformance by FPL. 

J u s t  because FP&L has n o t  committed t o  

stand by these, we have t h e  a b i l i t y  t o  rev iew 

those i n  t h e  c o n t e x t  o f  G P I F  i n  a r a t e  base 

proceedi ng? 

MR. HAFF: Cor rec t .  T h a t ' s  c o r r e c t .  

COMMISSIONER DEASON: And FP&L would have 

t h e  burden t o  demonstrate var iances from those? 

MR. HAFF: Y e s .  

COMMISSIONER DEASON: O r  no t  j u s t  t o  

demonstrate, b u t  t o  j u s t i f y .  

M R r  HAFF: C o r r e c t .  

COMMISSIONER DEASON: I can move I l ( a > .  

COMMISSIONER BRADLEY: Second. 
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CHAIRMAN JABER: A l l  those i n  f a v o r  say 

aye, o f  approving s t a f f  on ll(a>. 

(Simultaneous a f f i  rma t i ve  responses.) 

CHAIRMAN JABER: I l ( a )  i s  approved. 11Cb). 

COMMISSIONER DEASON: S t a f f ,  I need some 

h e l p  on 11(b). There's a wide discrepancy 

between t h e  v a r i a b l e  O&M c o s t  t h a t  was b i d  by 

FPL i n  t h e i r  proposals and the amount o f  most o f  

t h e  o t h e r  b idde rs .  

have a l l u d e d  t h i s  t o  i n  your recommendation, o r  

maybe I j u s t  r e c a l l  some d i s c u s s i o n  a t  t h e  

hear ing  i t s e l f ,  b u t  I t h i n k  i t  was represented 

t h a t  t h e  b idde rs  o b v i o u s l y  were f r e e  t o  b i d  what 

t h e y  thought  was a p p r o p r i a t e .  

And I t h i n k  t h a t  you may 

MR. HAFF: Yes. 

COMMISSIONER DEASON: There were no 

requi  rements o r  r e s t r i  c t i  ons w i  t h i  n t h e  b i  d d i  ng 

process, t h a t  t h e y  could have b i d  lower  numbers 

i f  t h e y  f e l t  t h a t  were a p p r o p r i a t e ,  and t h e r e  

was some concern t h a t  perhaps t h e  non-FP&L 

b i  dders were 1 ook i  ng t o  a1 1 ocate cos ts  between 

f i x e d  and v a r i a b l e  i n  some way t h a t  perhaps t h e y  

f e l t  advantaged them when i t  came t o  revenue 

streams. 

MR. HAFF: I b e l i e v e  t h a t ' s  c o r r e c t .  We 
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discussed e a r l i e r  t h a t  t h e r e  was some v a r i a t i o n  

i n  t h e  b i d s .  Some o f  t h e  b i d s  had low v a r i a b l e  

costs ,  and some o f  them had h i g h .  And I had 

discussed be fo re ,  i t  was s t r i c t l y  up t o  t h e  

b i d d e r  t o  decide how t h a t  p o t  i s  d i v i d e d .  

COMMISSIONER DEASON: I f  a b i d d e r  

consc ious ly  decides t o  p u t  more c o s t  recovery i n  

f i x e d  amounts as opposed t o  -- I ' m  s o r r y ,  wanted 

t o  p u t  more c o s t s  i n  t h e  v a r i a b l e  amount as 

opposed t o  t h e  f i x e d  amount, would t h a t  be  

r e f l e c t e d  in t h e  p r i c e  t h a t  FP&L would have t o  

pay i f  t h a t  u n i t  were cons t ruc ted  and was 

a c t u a l l y  dispatched, o r  how would t h e  c o n t r a c t s  

p rov ide  f o r  c o s t  recovery o f  f i x e d  versus 

v a r i  ab1 e costs? 

MR. HAFF: My understanding i s  t h a t  i f  

t h e r e  was more, as you premised, more o f  t h e  

amount i n  t h e  v a r i a b l e  o&M c o s t s ,  t h e r e  would be 

more -- more o f  t h e  payment would be t i e d  t o  t h e  

energy payment and l e s s  t o  t h e  f i x e d  c a p a c i t y  

payment i f  t h i s  b i d  were indeed chosen and 

c a r r i e d  forward.  

COMMISSIONER DEASON: So t o  model t h e i  r 

system, i f  one o f  these o t h e r  b idde rs  had won, 

then when i t  came t o  a c t u a l  1 y d i  spa tch i  ng t h a t  
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p l a n t ,  F P & t  would have t o  take  i n t o  

c o n s i d e r a t i o n  t h e  v a r i a b l e  costs  t h a t  were 

conta ined w i t h i n  t h e  b i d ?  

MR. HAFF:  Co r rec t .  

COMMISSIONER DEASON: And i f  t h e y  p laced 

more o f  t h e i  r c o s t s  on t h e  v a r i a b l e  s i d e ,  w e l l ,  

then you would t h i n k  t h a t  then t h e y  would have 

an advantage on t h e  c a p i t a l  s i d e ,  would you no t?  

MR. HAFF: I would b e l i e v e  so, y e s .  

COMMISSIONER DEASON: T h a t ' s  a l l  my 

quest ions . 
COMMISSIONER PALECKI :  I'm concerned about 

t he  sheer d i f f e r e n c e  between 3 . 7  cen ts  pe r  

megawatt-hour and $2 per  megawatt-hour. Are t h e  

FPL v a r i a b l e  O&M values a r t i f i c i a l l y  l ow ,  o r  a r e  

they r e a l  i s t i  c? 

MR. HAFF:  I d o n ' t  b e l i e v e  t h e y ' r e  low.  

They were on t h e  l o w  end o f  t h e  range. 

b idde rs  i d e n t i f i e d  $2 per  megawatt-hour. Some 

o f  t h e  b i d s  had lower  v a r i a b l e  O&M c o s t s ,  and 

some o f  them were h i g h e r .  T h i s  $2 p e r  

megawatt-hour, i f  7: r e c a l l ,  was p robab ly  t h e  

h i g h e s t  .of t h e  v a r i a b l e  O&M c o s t s  t h a t  one o f  

t h e  b idde rs  b i d .  Again ,  t h e  w ide  d i f f e r e n c e ,  i f  

you w i l l ,  between them j u s t  goes t o  how t h e  

N o t  a l l  
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i n d i v i d u a l  b idde rs  and FPL decided t o  s p l i t  up a 

p o t  o f  O&M d o l l a r s ,  i f  you w i l l .  

COMMISSIONER PALECKI:  what a r e  t h e  

repercussions i f  FPL i s  unable t o  achieve t h e  

3 .7  cents pe r  megawatt-hour? 

MR. HAFF: That goes i n t o  t h e  v a r i a b l e  

energy costs ,  and I b e l i e v e  t h a t  i s  something 

t h a t  we would look a t  i n  the f u e l  adjustment 

hear ings when t h e y  determine t h e  c o s t  o f  f u e l  

f o r  t h e i  r u n i t s .  

d o l l a r s  f o r  f u e l  adjustment would be v a r i a b l e  

T h i s  p a r t  o f  t h e  p o t  o f  

O&M . 
COMMISSIONER PALECKI:  SO v a r i a b l e  O&M 

would be a f u e l  c lause i s s u e  r a t h e r  than  a r a t e s  

issue? 

MR. HAFF: T h a t ' s  my understanding, yes. 

Y e s .  

COMMISSIONER PALECKI:  And go ing  i n t o  t h e  

f u t u r e ,  does t h i s  Commission have t h e  a b i l i t y  t o  

h o l d  FPL o r  any o t h e r  b i d d e r  t h a t  m igh t  i n  t h e  

f u t u r e  request  a need d e t e r m i n a t i o n  t o  a g i v e n  

q u a n t i t y  such as t h i s  v a r i a b l e  O&M cos t?  

M R i  HAFF: I c a n ' t  p i c t u r e  where we would 

h o l d  them t o  a s p e c i f i c  subcomponent o f  o v e r a l l  

c o s t s .  I n  o ther  words, t h i s  v a r i a b l e  O&M i s  a 
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piece o f  t h e  v a r i a b l e  cos ts  o f  o p e r a t i n g  a 

u n i t .  

v a r i a b l e  O&M i s  a smal l  p iece  o f  i t .  A s  f a r  as 

h o l d i n g  them t o  a s p e c i f i c  number, w e  i n  

subsequent f u e l  adjustment proceedings would 

look t o  see i f  t h e i  r energy payments, i f  you 

w i l l ,  a re  o u t  o f  l i n e .  I c a n ' t  e n v i s i o n  a 

s i t u a t i o n  where we would be homing i n  on j u s t  

t h e  3 .7  cents,  though. 

Fuel i s  f a r  and away t h e  b i g  p i e c e  o f  i t .  

COMMISSIONER PALECKI: what i f  t h e r e  was a 

n o n - u t i l i t y  b i d d e r  t h a t  had p r e v a i l e d  on t h e  RFP 

process and a b i d d e r  came i n  w i t h  a c o n t r a c t ?  

I n  t h a t  case, c e r t a i n l y  we would h o l d  t h e  b i d d e r  

t o  t h e  q u a n t i t i e s  i n  t h e  RFP, would we no t?  

MR. HAFF: For t h i s  v a r i a b l e  O&M p iece  o r  

f o r  t h e i r  t o t a l  cos ts?  

COMMISSIONER PALECKI:  For t o t a l  cos ts .  

MR. HAFF: For t o t a l  Costs, my 

understanding i s  t h e y  would be pa id  what was i n  

t h e i r  b i d  o r  whatever c o n t r a c t  was signed a t  t h e  

t i m e  t h a t  t h e  b i d  was approved o r  accepted by 

FPL. 

COMMISSIONER PALECKI:  So i f  they  exceeded 

t h e i r  v a r i a b l e  O&M es t ima tes ,  t h e y  would have t o  

make i t  up somewhere e l s e  i n  o rde r  t o ,  quote,  
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make a p r o f i t  on t h e  p r o j e c t ?  

MR. HAFF: Yes. 

COMMISSIONER PALECKI:  Thank you. 

CHAIRMAN JABER: Commissioner Baez and then  

Commissioner Bradley.  

COMMISSIONER BAEZ: Excuse me. Back on the 

discrepancies.  A n d  I ' m  t r y i n g  t o  understand how 

t h e  i n f o r m a t i o n  i s  made known t o  p o t e n t i a l  

b idde rs .  I s  t h e  3 .7  cents  a t t r i b u t e d  t o  

v a r i a b l  e O&M known beforehand? 

MR. HAFF: I b e l i e v e  i t ' s  a l i n e  i t e m  on 

one o f  t h e  l a s t  pages o f  t h e  RFP where the 

u t i l i t y  w i l l  l i s t  o u t  t h e  c r i t e r i a  f o r  i t s  

s e l f - b u i l d  a l t e r n a t i v e s ,  and among them a r e  c o s t  

and performance data.  

COMMISSIONER BAEZ: okay. And can t h e  

highness o r  lowness o f  a v a r i a b l e  O&M number 

suggest perhaps a we igh t i ng ,  perhaps t h e  

p o s s i b i l i t y  t h a t  i t  can skew an e v a l u a t i o n  of a 

proposed b i d  one way o r  another? 

MR. HAFF: I b e l i e v e  -- i n  o t h e r  words, 

could t h e  wide d i s p a r i t y  i n  v a r i a b l e  O&M cause a 

b i d  t o  maybe c o s t - e f f e c t i v e n e s s w i  se r e s u l t  

d i  f f e r e n t l  y? 

COMMISSIONER BAEZ: Yes. 
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MR. HAFF: Yes. 

COMMISSIONER BRADLEY: And -- 
MR. HAFF: I may -- I'm s o r r y .  

COMMISSIONER BAEZ: I'm s o r r y ,  M i k e .  I 

guess t h e  p o i n t  -- I guess m y  u l t i m a t e  ques t i on  

i s ,  can you by seeing a number -- and, f o r  

i n s t a n c e ,  l e t ' s  t a k e  t h e  3.7, and i f  you're a 

proposed b i d d e r  and you ' re  saying,  " w e l l ,  you 

know, ir looks k i n d  o f  low,"  can you t e l l  from 

t h a t  g u t  i n s t i n c t  o r  g u t  d e t e r m i n a t i o n  what k i n d  

o f  adjustments o r  what k i n d  o f  focus you need t o  

g i v e  your proposal  perhaps i n  o r d e r  t o  make sure 

t h a t  y o u ' r e  skewed perhaps i n  a more p o s i t i v e  

l i g h t  t han  you would o the rw ise  be? 

MR. HAFF: L e t  me t r y  t o  answer i t  t h i s  

way. 

p rev ious  quest ions.  

ques t i on .  YOU were ask ing  about how t h e  

c o s t - e f f e c t i v e n e s s  wou7 d poss i  b l  y v a r y  acco rd i  ng 

t o  t h i s  p iece  of c o s t .  

And i t  s o r t  o f  gets t o  one o f  your  

I may answer your  l a s t  

Higher v a r i a b l e  O&M t y p i c a l l y  equates t o  a 

u n i t  t h a t ' s  n o t  d i  spatched as f requent-ty because 

o f  i t s  v a r i a b l e  o p e r a t i n g  and maintenance c o s t s  

associated w i t h  o p e r a t i n g  a u n i t .  

h i g h ,  t hen  t h a t  u n i t  may n o t  be d ispatched as 

And i f  i t ' s  
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l o n g  o r  as f r e q u e n t l y .  And t y p i c a l l y ,  i f  y o u ' r e  

t a l k i n g  about t h e  same t y p e  o f  power p l a n t ,  

combined c y c l e ,  and t h e  O&M -- f keep going back 

t o  t h e  p o t  o f  d o l l a r s  -- i s  somewhat e q u i v a l e n t ,  

then you must be making up f o r  t h a t  h i g h  

v a r i a b l e  O&M by having l ower  f i x e d  O&M, which 

would go i n t o  l ower ing ,  I guess, t h e  c a p a c i t y  

payment t h a t  t h e  b i d  p r o j e c t  wou7d make. 

AS f a r  as impac t ing  c o s t - e f f e c t i v e n e s s ,  i t  

j u s t  more impacts how i t ' s  d ispatched,  p r o j e c t e d  

t o  be dispatched. 

COMMISSIONER BAEZ: And is t h e  a l l o c a t i o n  

d e c i s i o n  a f f e c t e d ,  o r  does t h e  a l l o c a t i o n  

d e c i s i o n  a f f e c t  f i n a n c i n g  i n  any way, i f  you 

have more p r o j e c t e d  on t h e  c a p a c i t y  payment s i d e  

o r  -- 

MR. HAFF: I ' m  n o t  aware o f  where i t  would 

have any impact on f i n a n c i n g .  

COMMISSIONER BAEZ: okay. We l l ,  i t  has 

impacts on t h e  revenue streams; r i g h t ?  

MR. HAFF: I'm s o r r y ?  

COMMISSIONER BAEZ: I t  does have impact on 

t h e  revenue streams? 

MR.  HARRIS: Commissioner, I t h i n k  that's 

c o r r e c t .  what t h e  company would be l o o k i n g  --  
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we have t o  presume t h a t  t h e  b idde rs  knew what 

t h e  RFP sa id ,  what FPL s a i d ,  and they  had t h e  

d e c i s i o n  t o  model t h e i r  r a t e s .  We have t o  

presume t h a t  be i  ng f i  nanci a1 deci  s i  on-makers, 

t hey  looked a t  what was b e s t  f o r  t h e i r  p r o j e c t .  

I t h i n k  t h a t ,  as we discussed i n  t h e  

recommendation i n  o t h e r  s e c t i o n s ,  t h e  streams o f  

payment, whether i t ' s  a v a r i a b l e  payment o r  a 

f i x e d  payment o f  c a p a c i t y  o r  an energy charge, 

would a f f e c t  t h e  revenue streams. I f  a company 

has a h i g h  f i x e d  O&M and that's p a r t  o f  t h e i  r 

guarantee, t h e y ' r e  every year go ing t o  g e t  -- 

h y p o t h e t i c a l l y ,  t h e y ' r e  go ing t o  g e t  $50 m i l l i o n  

a year cash money j u s t  f o r  having t h a t  c a p a c i t y  

and then a v a r i a b l e  charge on t o p  o f  t h a t ,  

t h a t ' s  $50 m i l l i o n  t h e  f i n a n c i e r s  know a r e  

coming i n .  If, however, t h e i  r capaci t y  charge 

i s  10 m i l l i o n ,  w i t h  t h e  r e s t  be ing t h e  v a r i a b l e ,  

t h e  f i n a n c i e r s  d o n ' t  know where t h a t  40 m i l l i o n  

i s  going t o  come f rom, so t h a t  would a f f e c t ,  I 

would t h i n k ,  f i n a n c i n g .  

However, t h a t ' s  n o t  p a r t  o f  t h e  reco rd  

be fo re  us.  The b i d d e r s  were ab le  t o  make t h a t  

d e c i s i o n  based on t h e i  r f i n a n c i n g ,  what t h e y  

thought t h e i r  c o s t s  would be, what t h e y  though t  

~~ 
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t h e  c o r r e c t  a l l o c a t i o n  would be, and t h e y  were 

a b l e  t o  submit t h a t .  And t h e  record i n d i c a t e d  

t h a t  FPL p i cked  u p  t h e  cos ts  as submi t ted by n o t  

o n l y  t h e i r  own s e l f - b u i l d ,  b u t  a l l  o f  t h e  

i nd i  v i  dual  b i d d e r s  , and model ed those  as t h e  

cos ts ,  and t h e  record,  I b e l i e v e ,  r e f l e c t s  

t h a t  I 

SO t o  argue t h a t  t h e r e ' s  a l a r g e  d i f f e r e n c e  

I t h i n k  i s  r e l e v a n t ,  b u t  t h e  Commission w o u l d  

have t h e  u l t i m a t e  a u t h o r i t y .  Rates would be -- 
t h e  t o t a l  e n e r g y  cos ts ,  t h e  t o t a l  energy c o s t s ,  

t h e  f i x e d  and t h e  v a r i a b l e ,  and t h e  t o t a l  

equipment c o s t s  and o p e r a t i o n  c o s t s  w o u l d  be a 

base r a t e  charge, 1 b e l i e v e .  

And as l o n g  as -- as Commissioners Pa leck i  

and Deason commented on, i f  t h a t  t o t a l  amount i s  

r i g h t ,  t hen  1 d o n ' t  t h i n k  t h e r e  would be a 

disagreement t h a t  t h e  cos ts  weren ' t .  So i f  

FPL'S r a t e  was wrong, b u t  t h e i r  t o t a l  cos ts  w e r e  

backed o u t ,  I d o n ' t  t h i n k  we cou ld  n e c e s s a r i l y  

a l l e g e  t h a t  t h a t ' s  t h a t  b i g  o f  a problem, 

o u t s i d e  o f  t h e  d i s p a t c h i n g ,  and t h a t  c o u l d  have 

a f f e c t e d  i t . . But  t h e  companies --  i n  t h i s  

record,  t h e  b i d d e r s  knew what those r a t e s  were 

going to be when t h e y  made those b ids .  
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And so based on t h e  record we have b e f o r e  

us, I d o n ' t  t h i n k  t h a t  we can say t h a t  t h e  3 . 7  

cents p u t  forward by FP&L compared t o  a $2  pe r  

megawatt-hour p u t  f o r t h  by a b i d d e r  c o u l d  have 

been a s i g n i f i c a n t  enough d e c i s i o n ,  i n  t h e  

absence of some test imony t o  t h e  c o n t r a r y  t h a t  

i t  was t h e  de te rm in ing  f a c t o r ,  and had a company 

known t h a t  t h e  3.7 cents  by FP&L was going t o  

disadvantage i t  and wasn' t  ab le  t o  a d j u s t  t h a t  

themselves. And r d o n ' t  r e c a l l  t h a t  t h e r e  was 

any reco rd  tes t imony  t h a t  any b i d d e r  s a i d ,  "We 

knew t h a t  t hey  were b i d d i n g  3 .7 ,  and t h a t ' s  

u n r e a l i s t i c .  

r e a l i s t i c ,  and t h e i r  f a i l u r e  t o  b i d  what we 

t h i n k  was r e a l  i s t i  c d i  sadvantaged us. " 

recall t h a t  t es t imony  be ing  i n  t h e  record.  

We b i d  what we though t  was 

I don ' t 

CHAIRMAN JABER: D i d  you read the  PACE 

b r i e f ?  

MR. H A R R I S :  I d i d ,  yes,  Commissioner. 

CHAIRMAN JABER: okay. Commissioner Baez, 

d i d  -- 

COMMISSIONER BAEZ: I'm done. 

CHAIRMAN JABER: Okay. Commissioner 

Brad1 ey. 

COMMISSIONER BRADLEY: I have a q u e s t i o n  
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o f  s t a f f .  How does a b i d d e r  p r e d i c t  

s p e c i f i c a l l y  what t h e  O&M charges a r e  going t o  

be? IS t h a t  poss ib le?  I used t h e  word 

"speci  f i  c .  I '  

MR. HAFF: c o u l d  you repeat  your ques t i on ,  

s i  r ?  

COMMISSIONER BRADLEY: How does a b i d d e r  

p r e d i c t  s p e c i f i c a l l y  what t h e  O&M charges a r e  

going t o  be? IS t h a t  p o s s i b l e ?  

MR. HAFF: The t o t a l  O&M i s  based upon t h e  

t y p e  o f  power p l a n t .  I n  t h i s  case, p r i m a r i l y  we 

saw g a s - f i r e d  combined c y c l e  power p l a n t s  be ing 

b i d  and some combustion t u r b i n e s .  And i t ' s  

p r e t t y  commonly known t h e  p r e d i c t e d  cos ts  and 

o p e r a t i  ng parameters assoc ia ted  w i t h  t h a t  

p l a n t .  SO t o  know what t h e  t y p i c a l  f i x e d  and 

v a r i a b l e  O&M cos ts  a re  assoc ia ted  w i t h  a u n i t ,  

yes, t hey  can tell t h a t  i n  advance. 

R e a l l y ,  1 t h i n k  what t h e  i s s u e  here g e t s  t o  

i s  t h e  f a c t  t h a t  t h e r e  was such a v a r i a t i o n  

between t h e  b i d s ,  and t h a t ' s  because t h e  b i d d e r s  

have t h e  o p p o r t u n i t y ,  i f  you w i l l ,  t o  make those 

changes . i n  p u t t i n g  f o r t h  a b i d .  

COMMISSIONER BRADLEY: SO i t ' s  s t a f f ' s  

b e l i e f  t hen  t h a t  everybody had t h e  same 
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o p p o r t u n i t y  t o  deal w i t h  O&M charges -- 

MR. HAFF: Y e s .  

COMMISSIONER BRADLEY: -- as par t  o f  t h e i r  

b i  d procedure? 

MR. HAFF: Y e s .  

COMMISSIONER BRADLEY: Okay. 

COMMISSIONER PALECKI:  What i f  t h e  3.7 

cents  t u r n s  ou t  ten years down t h e  l i n e  t o  be 

n o t  even c lose  t o  r e a l i s t i c ,  t h a t  i t  doesn ' t  

t u r n  o u t  t o  be c o r r e c t ,  t h a t  t h e  a c t u a l  amount 

i s ,  l e t ' s  say, t e n  t imes more, 37 cents  per  

megawatt-hour? IS t h i  s Commission empowered i n 

t h e  f u e l  docket t o  s imp ly  say, "Wel l ,  F l o r i d a  

Power & L i g h t ,  back i n  t h e  year 2002, you t o l d  

us i t  was going t o  be 3.7 cents  pe r  

megawatt-hour, and we' re  go ing t o  h o l d  you t o  

t h a t  3 . 7  cents"? 

MR. HAFF: Yes, my understanding i s  the 

Commission has t h e  a u t h o r i t y  t o  l i m i t  cos t  

recovery through f u e l  adjustment because o f  

d i v e r t i n g ,  i f  you w i l l ,  f rom some p r o j e c t i o n  f o r  

f u e l  o r  v a r i a b l e  O&M. 

COMMISSIONER PALECKI :  M r .  D e v l i n ?  

MR. D E V L I N :  Commissioner, I t h i n k  we may 

have an i n c o r r e c t  premise here t h a t  t h i s  O&M i s  
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r e a l l y  a base r a t e s  i t e m .  And i t ' s  s i m i l a r  t o  

t h e  d i scuss ion  we had b e f o r e  on t h e  c a p i t a l .  o f  

course, t h e  burden i s  always on t h e  company t o  

show t h e i r  cos ts  a r e  reasonable. And t o  t h e  

e x t e n t  t hey  s i g n i f i c a n t l y  exceed t h e  3.7 cents,  

t h a t  cou ld  be an i s s u e  i n  some f u t u r e  base r a t e  

proceedi ng. 

COMMISSIONER PALECKI:  I t h i n k  M r .  H a f f  

t o l d  me t h a t  i t  was an i s s u e  f o r  the f u e l  docket 

and n o t  a r a t e s  i s s u e .  

MR. DEVLIN:  I b e l i e v e  i t ' s  a base r a t e s  

i ssue. 

MR. HAFF: I stand c o r r e c t e d .  

COMMISSIONER DEASON: I was go ing  t o  ask 

you a b o u t  t h a t ,  because 1 t hough t  t h a t  O&M 

cos ts ,  whether f i x e d  o r  v a r i a b l e ,  were p a r t  of a 

base r a t e  proceedi ng. 

MR. HAFF: I stand c o r r e c t e d .  

COMMISSIONER PALECKI :  Thank you. 

COMMISSIONER BRADLEY: O&M charges a re  

non- fue l  re1 a ted  expenses, though. 

MR. DEVLIN:  Co r rec t .  

COMMISSIONER BRADLEY: Cor rec t?  

MR. DEVLIN  : That I s c o r r e c t  . 
CHAIRMAN I A B E R :  Commi s s i  oner P a l  eck i  , were 
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COMMISSIONER PALECKI :  Y e s .  

CHAIRMAN JABER: I have j u s t  one ques t i on ,  

s t a f f ,  and M r .  H a r r i s  a l l u d e d  t o  i t  a minute 

ago, and 1 want t o  j u s t  f o l l o w  up w i t h  M r .  H a f f  

and M r .  D e v l i n .  

On page 20 o f  PACE'S b r i e f ,  t h e y  do make 

t h e  a l l e g a t i o n  t h a t  t h e r e  was some gaming -- and 

again,  i t ' s  t h e  a l l e g a t i o n  t h a t  t h e r e  was gaming 

w i t h  respect  t o  how FP&L l ooked  a t  f i x e d  costs  

versus v a r i a b l e .  And i n  f a c t ,  t h e y ' r e  

suggest ing t h a t  t h e r e  was -- you know, t h a t  FP&L 

would n o t  have minded i f  a b i d d e r  d i d  t h e  same 

t h i n g .  And n o t h i n g  I ' v e  heard i n  terms o f  your 

responses t o  t h e  Commi ss ione rs  ' ques t i ons  

i n d i c a t e  t o  me t h a t  you b e l i e v e  t h e r e  was any 

o p p o r t u n i t y  f o r  gami ng t h e  eva l  u a t i  on process, 

depending on how f i x e d  and v a r i a b l e  c o s t s  a r e  

d i v i d e d .  Look a t  page 20 a t  t h e  v e r y  top .  

MR. HAFF: Are you a l l u d i n g  t o  about 

two- th i rds  o f  t h e  way down where i t  says, " ~ n  

o t h e r  words, FPL says i t  i s  a71 r i g h t  t o  

mani pu7 a t e  t h e  process"? 

CHAIRMAN JABER: Y e s .  

MR. HAFF: I d o n ' t  f i n d  any evidence o f  
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gaming. All 1 heard a t  t h e  hear ing  is s imp ly  

t h a t  t h e  b idde rs  b i d  a c e r t a i n  v a l u e  f o r  

v a r i a b l e  O&M. FPL's  amount f o r  v a r i a b l e  O&M was 

i n  t h e i r  RFP, so t h e  b i d d e r  should have known 

what i t  was. And FPL s imp ly  i n p u t  t h a t  i n t o  i t s  

K E A S  run, and t h e  r e s u l t s  came o u t .  I heard no 

evidence o f  any gami ng . 
CHAIRMAN 7ABER: SO i n  your  assessment O f  

t h e  record t h a t  we have, t h e r e  wasn ' t  t es t imony  

w i t h  respect  t o  how t h e  s e l e c t e d  d i v i s i o n  o f  O&M 

would somehow f a v o r  t h e  r e s u l t s  one way o r  t h e  

o t h e r ?  

MR. HAFF: NO.  

CHAIRMAN JABER: Okay. They c i t e  t o  

t r a n s c r i  p t  377. 

MR. HAFF: I d o n ' t  have t h e  t r a n s c r i p t ,  b u t  

my understanding i s  -- i n  f a c t ,  I may have s a i d  

t h i s  i n  t h e  recommendation, t h a t  t h e r e ' s  no one 

way t o  d i v i d e  O&M d o l l a r s .  I n  f a c t ,  yes, 

D r .  sim s t a t e d  t h a t  t h e r e ' s  no s i n g l e  c o r r e c t  

method o f  d i v i d i n g  O&M c o s t s  between f i x e d  and 

v a r i a b l e .  In t h i s  t r a n s c r i p t ,  a t  377, i f  I 

r e c a l l ,  lit j u s t  mentions t h a t  t h e  b idde rs  can 

break i t  up however t h e y  wish.  And however t h a t  

number was g i ven  t o  FPL i n  an RFP response, 

~~ 
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that's how i t  was modeled. 

CHAIRMAN JABER: Thank you, M r .  H a f f .  

Commissioners, do you have any o t h e r  

quest ions on ll(b), o r  a motion? 

COMMISSIONER DEASON: I move s t a f f .  

COMMISSIONER BRADLEY: second. 

CHAIRMAN JABER: Mot ion and a second to 

approve s t a f f  on ll(b). ~ l l  those i n  f a v o r  say 

aye. 

(Simultaneous a f f i  rma t i ve  responses .> 
CHAIRMAN I A B E R :  1 l ( b )  i S approved. l l ( c ) .  

COMMISSIONER DEASON: I j u s t  have a 

q u e s t i  on. w i  t h i  n FP&Li s pos i  ti on, i t i n d i  cates 

t h a t  M r .  T a y l o r  d i d  a s e n s i t i v i t y  a n a l y s i s  u s i n g  

b r o w n f i e l d  f i l l e r  u n i t s ,  and jt d i d n ' t  change 

t h e  bottom l i n e  conclus ion.  what i s  s t a f f ' s  

p o s i t i o n  on t h a t ?  

MR. HAFF: T h a t ' s  c o r r e c t .  It d i d n ' t  

change t h e  end r e s u l t .  

COMMISSIONER DEASON: okay. I move staff. 

COMMISSIONER PALECKI:  second. 

CHAIRMAN JABER:  A17 those i n  f a v o r  say 

aye. 1 

(simultaneous a f f i  rma t i ve  responses.) 

CHAIRMAN JABER: I l ( c )  i s  approved. l l ( d )  . 
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COMMISSIONER DEASON: And 1 i kewi se, t h e r e  

was a s e n s i t i v i t y  a n a l y s i s  showing t h a t  

Gulfstream -- u t i l i z a t i o n  o f  Gul fs t ream as t h e  

gas s u p p l i e r  d i d  n o t  change t h e  economic choice? 

MR. HAFF: T h a t ' s  c o r r e c t .  

COMMISSIONER DEASON: Move s t a f f .  

COMMISSIONER BAEZ: I had ques t i ons .  

CHAIRMAN JABER: Commissioner Baez. 

COMMISSIONER BAEZ: The re ' s  a statement on 

t h e  bottom o f  37, a c lause say ing,  "Most RFP 

b idde rs  s t a t e d  t h a t  t h e y  would be served by 

FGT." And that's c o n s i s t e n t  w i t h  how FPL 

model ed? 

MR. HAFF: Yes, yes. 

COMMISSIONER BAEZ: And f o r g i v e  the 

ignorance on how modeling works, and I ' m  sure i t  

would have been d i f f i c u l t ,  b u t  d i d  any o f  t h e  

b idde rs  s p e c i f y  o t h e r  than  FGT, or  was i t  j u s t  a 

ques t i on  t h a t  t ley l e f t  t h e  supply  blank? 

MR. HAFF: Some o f  them had Gul fs t ream, t h e  

Gul fs t ream l i n e ,  which has a -- my understanding 

i s  t h e r e ' s  a d i f f e r e n t  t a r i f f e d  p r i c e d  

associaQed w i t h  Gul fs t ream t r a n s p o r t a t i o n  as 

opposed t o  FGT. 

COMMISSIONER BAEZ: Is t h a t  a burden o r  a 
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b e n e f i t ?  

MR. HAFF: A burden t o  use Gulfstream? 

COMMISSIONER BAEZ: Uh-huh. 

MR. HAFF: My understanding i s  t h e  p r i c e  

f o r  Gulfstream i s  l ower ,  so whoever would have 

b i d  Gulfstream would have a c t u a l l y  had a 

b e n e f i t .  Is i t  -- 

MR. HARRIS:  FGT i s  h i g h e r .  

MR. HAFF: FGT i s  h i g h e r .  

COMMISSIONER BAEZ: FGT i s  h i g h e r .  

MR. HAFF: Gul fs t ream i s  l o w e r .  

COMMISSIONER BAEZ: The b i d s  -- I j u s t  want 

t o  be sure,  because it wasn ' t  c l e a r  t o  me f rom 

t h e  recommendation. The proposal  s t h a t  

s p e c i f i c a l l y  i d e n t i f i e d  Gul fs t ream, t h e y  were 

modeled w i t h  those numbers? Is  t h a t  -- 

MR. HAFF: w i t h  G u l f s t r e a m ' s  numbers, y e s .  

COMMISSIONER BAEZ: w i t h  Gu l f s t ream 's  

numbers. 

MR. HARRIS :  That's c o r r e c t ,  y e s .  

COMMISSIONER BAEZ: Okay. And I had a 

comment t h e r e ,  b u t  I t h i n k  you answered my 

ques t i on .  T h a t ' s  a l l  r i g h t .  Thank you. 

MR. HAFF: Y e s .  whoever p u t  FGT, FPL 

modeled us ing  FGT, and whoever p u t  Gul fs t ream, 
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FPL modeled us ing  Gul fs t ream. 

COMMISSIONER BAEZ: And whoever d i d n ' t ,  I 

guess whoever d i d n ' t  s p e c i f y  -- were t h e r e  any 

t h a t  d i d n ' t  s p e c i f y  , t o  your know1 edge? 

MR. HAFF: I d o n ' t  r e c a l l  r i g h t  now o f f  t h e  

t o p  o f  my head, but t h a t  would have been 

something t h a t  FPL would have had t o  f o l l o w  up 

t o  t h e  b idde r  and say, you know, "I need to know 

what your gas t r a n s p o r t a t i o n  o p t i o n s  a re  so I 

can model the gas t r a n s p o r t a t i o n  c o s t s  i n  

running your b i d . "  S o  t h a t  would -- 

COMMISSIONER BAEZ: And maybe I'm ask ing  a 

ques t i on  about something t h a t  j u s t  r a r e l y  

happens. 1 mean, t h e  proposals  u s u a l l y  

des ignate a supply  -- 

MR. HAFF: Yes .  The re ' s  a l i n e  i t e m  i n  t h e  

RFP where they  have t o  p u t  t h e i r  gas 

t r a n s p o r t a t i o n  cos ts ,  and i t ' s  e i t h e r  a number, 

or  they w r i t e  FGT o r  Gul fs t ream. 

COMMISSIONER BAEZ: S o  t o  your knowledge, 

t h e r e  wasn ' t  any model ing done t h a t  s u b s t i t u t e d  

perhaps F P L ' S  judgment f o r  -- 

M R J  HAFF: NO. 

COMMISSIONER BAEZ: For op t i ons  t h a t  may 

have been avai  1 ab1 e .  
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MR. HAFF: I understand t h e y  were modeled 

as b i d .  

COMMISSIONER BAEZ:  A l l  r i g h t .  Thank you. 

Those a re  a l l  my ques t i ons .  

CHAIRMAN JABER: Commissioners, ques t i ons  

o r  a motion? 

COMMISSIONER DEASON: We're s t i l l  on l l ( d ) ;  

correct?  I can move s t a f f .  

COMMISSIONER BAEZ:  I t h i n k  t h e r e  was a 

motion. 

COMMISSIONER P A L E C K I :  second. 

COMMISSIONER BRADLEY: second. 

CHAIRMAN JABER: A l l  those i n  f a v o r  o f  

approving s t a f f  on 11(d) i n d i c a t e  by saying aye. 

(Simultaneous a f f i  rma t i ve  responses .>  
CHAIRMAN JABER: l l ( d )  i s  approved. 11(e) .  

COMMISSIONER DEASON: Move s t a f f .  

COMMISSIONER P A L E C K I :  second. 

CHAIRMAN 7ABER: A 1 1  those  i n  f a v o r  say 

aye. 

(Simultaneous a f f i  rma t i ve  responses .> 
CHAIRMAN JABER: 11(e) i s  approved. l l ( f> .  

COMMISSIONER DEASON: M o v e  s t a f f .  

COMMISSIONER P A L E C K I :  second. 

COMMISSIONER BRADLEY: Second. 
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CHAIRMAN JABER: A l l  those i n  favor  say 

aye. 

(simultaneous a f f i  rma t i ve  responses. 1 

CHAIRMAN JABER: l l ( f >  i s  approved. I l ( g ) .  

COMMISSIONER DEASON: Move s t a f f .  

COMMISSIONER BRADLEY: second. 

COMMISSIONER BAEZ: I d o n ' t  have a problem 

w i t h  t h i s  i s s u e ,  b u t  can I j u s t  say something 

t h a t  caused me concern? It's something t h a t  t h e  

chai  rman had raised e a r l i e r  i n  her  general  

q u e s t i  ons, t h e  who1 e n o t i  on o f  e x p o r t i  ng one ' s 

business judgment. 

YOU know, I d o n ' t  know how we c l a r i f y  that 

o r  how t h e  r e s t  o f  t h e  Commissioners f e e l  about 

t h a t ,  o r  whether we even need t o  pay a t t e n t i o n  

t o  i t  f o r  purposes o f  t h i s  docket o r  t h i s  

m a t t e r ,  b u t  I t h i n k  t h a t  k i n d  of  -- t h e  whole 

thought  o f  we know b e t t e r ,  and y e t  t h e r e  a r e  a 

l o t  o f  issues here t h a t  were modeled as b i d ,  

whether t h e r e  could have been judgment expor ted 

o r  t h i s  

P i  ng 

t o  say, w e l l ,  t h i s  i s  more advantageous, 

i s n ' t ,  you know, t h e  i d e a  o f  g i v i n g  a he 

hand, so t o  speak -- 

MR. HAFF: T h i s  g e t s  -- 

COMMISSIONER BAEZ: where i s  t h e  
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d i s c r e t i o n ,  o r  how much, you know? 

MR. HAFF: R i g h t .  And t h i s  ge ts  back t o  

t h e  d i scuss ion  we had e a r l i e r  about a d r a f t  

s h o r t  l i s t ,  i f  you w i l l ,  and then  t h e  u l t i m a t e  

s h o r t  l i s t ,  and why TKO d i d n ' t  make t h e  

u l t i m a t e  s h o r t  l i s t .  

COMMISSIONER BAEZ: W e l l ,  I'm n o t  -- and 

again,  I ' m  n o t  n e c e s s a r i l y  t a k i n g  i s s u e  w i t h  t h e  

end r e s u l t .  

MR. HAFF: R i g h t .  

COMMISSIONER BAEZ: B u t  n o t w i t h s t a n d i n g ,  I 

guess t h e  reasons o r  t h e  basis  g iven ,  you know, 

i f  we' re g o i n g  t o  h o l d  a l l  proposals ,  whether 

t h e y  happen t o  be an I O U  o r  n o t ,  t o  -- l e t  me 

back up. whether t h e y  have a reserve 

requirement o r  n o t ,  l e t  me s t a t e  i t  t h a t  way. I 

mean, i s n ' t  t h e r e  a t  l e a s t  some r e s p o n s i b i l i t y  

t o  model them as b i d  and l e t ' s  n o t  say, " W e l l ,  

i t ' s  a good i d e a  t h a t  you be  i n  t h i s ,  because, 

by t h e  way, you ' re  go ing t o  have a problem w i t h  

t h i s  one"? 

MR. HAFF: And FPL d i d  model TECO'S b i d  as 

was b id ,  And when FPL came up w i t h  groupings o f  

p r o j e c t s ,  i n  one o f  t h e  e x h i b i t s  i n  t h e  hear ing ,  

t h e r e  were  b a s i c a l l y  f i v e  groupings o f  p r o j e c t s .  
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I d o n ' t  know i f  you r e c a l l ,  b u t  TECO was n o t  

among t h e  group t h a t  was among t h e  t o p  two, I 

guess, a l t e r n a t i v e s  t o  t h e  al1-FPL p l a n ,  so i t  

was a l s o  n o t  t h e  most c o s t - e f f e c t i v e  a l t e r n a t i v e  

t o  FPL anyway. 

COMMISSIONER BAEZ: And again,  I t h i n k  

you've i d e n t i f i e d  perhaps a proper  b a s i s  f o r  

t h e i r  exc lus ion .  We can t a k e  t h a t  a t  f a c e  

val  ue. 

But I guess I ' m  l o o k i n g  a t  t h e  

recommendation, page 43, and we have, "Witness 

s i l v a  t e s t i f i e d  t h a t  TECO was n o t  i n c l u d e d  on 

t h e  s h o r t  l i s t  due t o  FPL 's  concern t h a t  TECO 

cou ld  n o t  supp ly  t h e  200 megawatts conta ined i n  

i t s  b i d  and s imu l taneous ly  meet i t s  own 20% 

reserve margin c r i t e r i o n . "  And I t h i n k  t h a t  

speaks t o  a much more s p e c i f i c  i s s u e  o u t s i d e  t h e  

c o n t e x t  o f  a need d e t e r m i n a t i o n ,  b u t  here i t  i s .  

MR. HAFF: R i g h t .  

COMMISSIONER BAEZ: You've g o t  t h e  i d e a  o r  

t h e  concept o f  a b i d  e v a l u a t o r ,  i n  essence, 

d e c i d i n g  what 's good o r  n o t  f o r  a b i d d e r .  And I 

wish we ,had a l i n e  more c lea r ly  drawn as t o  

whether t h a t ' s  a p p r o p r i a t e  o r  n o t .  

MR. HAFF: T h i s  was -- as I ' m  sure you 
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know, t h i s  was s t r i c t l y  a d e c i s i o n  o f  whether t o  

add TECO t o  t h e  s h o r t  l i s t  f o r  p o s s i b l e  

n e g o t i a t i o n s .  It had n o t h i n g  t o  do w i t h  

changi ng t h e i  r b i d  o r  any th ing .  

COMMISSIONER BAEZ: No, I understand t h a t .  

But t h a t  k i n d  o f  -- I t h i n k  when t h a t  k i n d  o f  

d i s c r e t i o n  o r  t h a t  k i n d  o f  a t t i t u d e  pervades, i t  

can b leed t o  o t h e r  p laces .  And I guess I ' m  

making more o f  a f i n e r  p o i n t  on t h i s  than 

perhaps 1 even have t o ,  b u t  I t h i n k  t h a t  i n  

p a r t i c u l a r  t r o u b l e d  me. I ' m  n o t  concerned about 

t h e  resu l  t, p r a c t i  c a l l  y speaki ng, necessar i  1 y ,  

b u t ,  you know, hav ing t h a t  as a b a s i s .  I guess 

going back t o  an e a r l i e r  debate, V m  n o t  

i n t e r e s t e d  i n  t a k i n g  a v o t e  based  on something 

t h a t  I d o n ' t  agree w i t h .  

CHAIRMAN JABER: R i  g h t .  Commi ssi oner Baez, 

a c t u a l l y ,  1: agree w i t h  e v e r y t h i n g  you s a i d ,  and 

o b v i o u s l y  1: expressed my concern i n  t h i s  regard 

e a r l y  on i n  t h e  process, so I c e r t a i n l y  agree. 

But I would go f u r t h e r .  My fundamental 

concern i s  t h a t  t h e r e  a r e  two companies o t h e r  

than FP&L t h a t  a r e  s u b j e c t  t o  t h e  v o l u n t a r y  

s t i p u l a t i o n .  To t h e  degree t h a t  reserve margin 

was going t o  be considered, t h a t ' s  so obvious 
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t h a t  I t h i n k  i t  should have been i n c l u d e d  i n  t h e  

o r i g i n a l  RFP, and then c e r t a i n l y  i n  t h e  

supplemental RFP,  which i s  what w e ' r e  

d iscuss ing.  But 1 a l s o  t h i n k ,  t h a t  be ing sa id ,  

i t  wasn' t ,  and we have t o  deal  w i t h  what we 

have. 

That be ing s a i d ,  1 would l i k e  t o  t a k e  an 

o p p o r t u n i t y  i n  t h i s  o r d e r  t o  say t h a t  i s  t h e  

k i n d  o f  example t h a t  should be i n c l u d e d ,  

foreseen, you should have known t o  i n c l u d e  i n  a 

f u t u r e  RFP --  I mean, i t ' s  n o t  l i k e  -- I mean, 

t h e r e ' s  a hand fu l .  And perhaps i t  doesn't even 

apply  t o  t h e  handfu l  o f  companies t h a t  are i n  

t h e  v o l u n t a r y  s t i p u l a t i o n ,  because i f  you t h i n k  

about why we even have t h e  reserve margin, i t ' s  

t o  make s u r e  t h a t  a l l  t h e  e l e c t r i c i t y  needs a r e  

met f o r  t h e  c i t i z e n s  o f  t h e  S t a t e  o f  F l o r i d a .  S o  

t h a t  o v e r a l l  concern needs t o  be taken i n t o  

account, 1 suppose, j u s t  g e n e r a l l y  speaking. 

But  w i t h  respec t  t o  t h e  way t h e  i s s u e  i s ,  I 

know, Commissioner Deason, you made a mot ion.  1 

wonder i f  you would cons ide r  amending i t .  

Here's my concern. I can accept a t  t ie end o f  

t h e  day t h a t  t h e  bottom l i n e  d e c i s i o n  FP&L made 

w i t h  respect  t o  TECO was perhaps f a i r  and 
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t h a t  i t  was approp r ia te  i n  c o n j u n c t i o n  w i t h  t h e  

f a c t  t h a t  i t  wasn' t  p r e s t a t e d  i n  t h e  RFP. so I 

t h i n k  i t ' s  f a i r  and reasonable i n  t h e  general  

assessment of how t h e  e v a l u a t i o n s  occur red .  I 

t h i n k  what would have been more a p p r o p r i a t e  i s  

f o r  t h a t  k i n d  o f  n o t a t i o n  t o  be made i n  t h e  RFP. 

COMMISSIONER BAEZ: Madam cha i  m a n ,  I t h i  nk 

i t  should be -- i t  should have been l i s t e d  i n  

t h e  RF -- I would agree w i t h  you t h a t  t h a t ' s  t h e  

k i n d  o f  t h i n g  t h a t  has t o  be n o t i c e d  i n  t h e  RFP, 

t o  t h e  ex ten t  t h a t  w e ' r e  w i l l i n g  t o  accept  t h a t  

i n  t h i s  case, TECO'S a b i l i t y  t o  meet i t s  reserve 

margin i s  a proper  grounds f o r  e v a l u a t i n g ,  f o r  

FPL e v a l u a t i n g  TECO'S  p roposa l .  And I ' m  n o t  

s u r e  t h a t  I ' m  comfor tab le  w i t h  t h a t .  

CHAIRMAN IABER: I see your  d i s t i n c t i o n .  

COMMISSIONER BAEZ: I'm n o t  sure  t h a t  t h a t  

i s  t h e  t ype  o f  c r i t e r i a  t h a t  -- t o  me, t h a t  

opens a very wide door .  

CHAIRMAN JABER: I see t h e  d i s t i n c t i o n  

y o u ' r e  making. It's a v e r y  good one. H e r e ' s  

t h e  d i f+erence.  wel l ,  ana log ize  i t  t o  i t ' s  no 

d i f f e r e n t  from e l  i m i  n a t i  ng some companies o f f  

t h e  t o p  because they  m igh t  have some f i n a n c i a l  
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v i a b i l i t y  concerns. I mean -- 

COMMISSIONER BAEZ: I thought  you were 

going t o  say t h a t .  

CHAIRMAN JABER: T h a t ' s  s o r t  O f  - -  t h a t ' s  

where I ' m  drawing t h e  l i n e  i n  my mind, o r  

f i n d i n g  t h e  s i m i l a r i t i e s .  I f  a company i s  n o t  

f i n a n c i a l l y  v i a b l e  such t h a t  i t  c a n ' t  meet i t s  

long- term commitment t o  FP&L t o  supply  

e l  e c t r i  c i t y  t o  t h e  customers, we1 1 , then perhaps 

a company t h a t ' s  n o t  meet ing i t s  own reserve 

margi n can ' t meet t h e  1 ong-term ob1 i g a t i  on. 

COMMISSIONER BAEZ: We l l ,  I see t h e  

analogy, f i r s t  o f  a l l .  B u t  I guess t h e  way I'm 

l o o k i n g  a t  i t  i s  t h i s .  Take t h i s  p a r t i c u l a r  

c r i t e r i a ,  and i n  t h e  case o f  t h e  two o the r  

companies t h a t  a re  s u b j e c t  t o  the margin reserve  

s t i  p u l  a t i  on, 1 guess t h a t  ' s d i  s c r i m i  n a t o r y  . And 

I'll t e l l  you why: Because i f  you want t o  b i d ,  

as y o u ' r e  f r e e  t o  do, then a l l  o f  a sudden 

you 've g o t  t o  say, "oh, and by t h e  way, now a l l  

o f  a sudden t h e  cha rac te r  o f  my b i d  as an IOU i n  

F l o r i d a  changes, because now I ' m  n o t  a l lowed t o  

b i d  on t h e  same p l a y i n g  f i e l d  as I P P S ,  f o r  

-instance, because now a l l  o f  a sudden I ' v e  go t  

t o  b r i n g  a note f rom m y  mom" -- 
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CHAIRMAN JABER: A no te  f rom t h e  PSC. 

COMMISSIONER BAEZ: From t h e  PSC to say, 

"oh, and by t h e  way, t h i s  i s  how I'm p lann ing  on 

t a k i n g  care of any p o t e n t i a l  margin reserve 

i ssues . "  what, i n  essence, y o u ' r e  do ing i s  

c r e a t i  ng an a d d i t i o n a l  h u r d l e  t h a t  c e r t a i  n l  y t h e  

IOUS i n  t h i s  s t a t e  would have t o  c r e a t e .  

SO t h a t ' s  why I have go back t o  t h e  whole 

ph i losophy of  t h a t  be ing a l e g i t i m a t e  c r i t e r i a .  

And 1 understand t h e  broader aspect,  and I 

c e r t a i n l y  understand FP&L'S reason f o r  l o o k i n g  

a t  t h a t  i n  a more general  good sense, and t h a t  

may be v a l i d .  

B u t ,  you know, you've g o t  t o  make a 

d e c i s i o n  here. Can t h e  company t h a t ' s  b i d d i n g  

take  care o f  t h e i r  own business and stand behind 

t h e i r  b i d  o r  not? And 1 t h i n k  t h a t  t h e  margin 

reserve i s  an i s s u e  f o r  TECO t o  consider  when 

t h e y '  r e  making a proposal ,  because t h e y '  r e  go i  ng 

t o  s i g n  -- you know, t h e o r e t i c a l l y ,  t h e y  c o u l d  

be s i g n i n g  a c o n t r a c t  which t h e y ' r e  go ing t o  

have t o  l i v e  up t o ,  and i t ' s  go ing t o  have 

f i  nanci a1 consequences t o  peopl e t h a t  would 

r a t h e r  n o t  have f i  nanci a1 consequences. SO 

who's g o t  t h e  burden i n  t h i s ?  SO I t h i n k  t o  me 
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i t ' s  a broader i s s u e  o f ,  you know, who are  we 

l e n d i n g  our  business judgment t o  o r  n o t .  

CHAIRMAN JABER: Okay. I know Commi s s i  oner 

Bradley has a ques t ion ,  b u t  do 1 hear you say ing 

that you would suppor t  denying s t a f f ' s  

recommendation on t h i s  i ssue?  IS t h a t  what I 

hear you saying? 

COMMISSIONER BAEZ: I t h i n k  -- I d o n ' t  -- 

MS. BROWN: May 1 make a suggest ion here? 

CHAIRMAN JABER: No.  Commissioner Bradfey 

has a quest ion.  Hang on. 

MS. BROWN: A l l  r i g h t .  

COMMISSIONER BAEZ: 1 t h i n k  t h a t  f o r  me t o  

accept i t  -- a l though,  again,  1'11 say I ' m  n o t  

concerned about t h e  r e s u l t  n e c e s s a r i l y .  I ' m  

concerned about t h e  precedent t h a t  we s e t .  And 

i f  we cou ld  change i t  somehow t o  -- 

CHAIRMAN 7ABER: okay. Martha, I am going 

t o  l e t  you address Commissioner Baez i n  j u s t  a 

m i  nute.  

Commissioner Bradley.  

COMMISSIONER BRADLEY: R i g h t .  And as I 

1 i s t e n  $0 t h e  d i  scussi  on t h a t  ' s t r a n s p i  r i  ng 

between t h e  two o f  you, I ' m  beg inn ing  t o  wonder 

i f  we add t h a t  language i f  maybe we w o u l d n ' t  be 
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-- w e l l ,  i f  we add t h a t  language, would t h a t  

1 anguage d i  scourage o t h e r  IOUS f rom e n t e r j  ng 

i n t o  t h e  b i d  process? And I t h i n k  1 heard 

Commissioner Baez say t h a t ,  you know, IOUS a r e  

i n  t h e  business o f  genera t i ng  and t r a n s m i t t i n g  

and d i s t r i b u t i n g  power. I t h i n k  t h e y ' r e  q u i t e  

capabl e o f  g i  v i  ng c o n s i d e r a t i o n  t o  t h e i  r reserve 

margin and t h a t  as an i n t e r v e n i n g  v a r i a b l e .  

Again, I ' m  j u s t  wondering i f  t h a t  t i g h t e n s  t h e  

process down t o  t h e  e x t e n t  t h a t  we might  

discourage them from -- 

CHAIRMAN JABER: T h a t ' s  a v e r y  good 

ques t i on .  I would agree w i t h  bo th  o f  t h e  

concerns you have r a i s e d  w i t h  respect  t o  can 

they  -- t h e y ' r e  b i g  boys; t h e y  can make t h a t  

business d e c i s i o n  on t h e i r  own. MY p o i n t  i s ,  

i f  they  knew t h a t  t h e y  had t o  t a k e  t h a t  i n t o  

account. YOU know, t h a t ' s  r e a l l y  my o n l y  --  

COMMISSIONER BRADLEY: And I agree w i t h  

t h a t  a l s o .  

CHAIRMAN JABER: Yes .  T h a t ' s  my o n l y  

hangup. 

COMMISSIONER BAEZ: I t h i n k  we can l i v e  

p e a c e f u l l y  w i t h  i t .  

CHAIRMAN JABER: I t h i n k  as l o n g  as t h e  
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orde r  cau t ions  f o l k s  and pu ts  people on n o t i c e  

t h a t  t h i s  i s  one o f  those "should have known," 

you know, you would l o o k  a t  t h i s  a t  t h e  end o f  

day, and i t  needs t o  be determined on a 

case-by-case b a s i s ,  I cou ld  be happy w i t h  it. 

The language t h a t  t r o u b l e s  me i s  making a 

f i n d i n g  t h a t  t h i s  was handled i n  t h e  most 

app rop r ia te  manner, and r d o n ' t  t h i n k  i t  was. 

COMMISSIONER PALECKI: I -- 

MS. BROWN: MY suggest ion -- oh, I'm 

s o r r y .  

COMMISSIONER PALECKI:  I t h i n k  I agree w i t h  

Commissioner Baez, b u t  I have a r e a l  problem 

t h a t  TECO d i d n ' t  i n t e r v e n e  i n  t h i s  case. 1 

t h i n k  t h e  r u l i n g  I would l i k e  t o  see on t h i s  

i s s u e  i s ,  w e l l ,  maybe yes, maybe no. The 

a f f e c t e d  p a r t y  d i d  n o t  i n t e r v e n e ,  and I d o n ' t  

know i f  t h a t  makes t h e  i s s u e  moot, b u t  i t  

c e r t a i n l y  doesn ' t  appear t h a t  TECO came i n  and 

made any k i n d  o f  reco rd  t h a t  i t  was p r e j u d i c e d  

o r  t h a t ,  you know, i t  was d i s c r i m i n a t e d  a g a i n s t .  

So t h e  f a c t  t h a t  TECO d i d n ' t  i n t e r v e n e  i n  t h i s  

case t o  ,me, r e a l l y ,  i t  seems t o  r e s o l v e  t h e  

i s s u e .  And I'm n o t  sure we need t o  r u l e  on t h e  

i s s u e ,  really. 
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CHAIRMAN JABER: who d i d  i d e n t i f y  t h e  

i ssue ,  s t a f f ?  Remind me. 

MR. HAFF: I b e l i e v e  i t  was CPV G u l f  Coast.  

CHAIRMAN JABER: Okay. Commissioner 

pa-tecki , you r a i s e  a very good p o i n t .  

Commissioner Deason, you do have an 

ou ts tand i  ng mot ion.  

COMMISSIONER DEASON: I have a mot ion t o  

approve staff. And l e t  me say t h a t  t h e  b a s i s  

f o r  t h a t  mot ion i s  t h a t  w h i l e  i t  may be 

p r e f e r a b l e  i f  t h e  RFP had i n c l u d e d  a re fe rence  

t o  an e v a l u a t i o n  o f  an incumbent o r  an IOU's 

reserve margin, i t  wasn ' t  t h e r e .  But I: don't 

t h i n k  t h a t  t h a t  one i t e m  renders t h i s  e n t i r e  -- 

renders i t  u n f a i r  or  unreasonable o r  

i nappropr i  a t e .  

I j u s t  wonder, i f  we were i n  a s i t u a t i o n  

r i g h t  now where FP&L d i d  n o t  make t h a t  review, 

and somehow i n  t h e  evidence i n  t h e  record i t  

came o u t  t h a t  TECO was t h e  most c o s t - e f f e c t i v e ,  

b u t  t h e y ' r e  b i d d i n g  200 megawatts t h a t  t h e y ' r e  

i n c l u d i n g  i n  t h e i  r reserve margin,  I t h i n k  we 

would be on FPL 'S  case p r e t t y  hard saying, "why 

d i d n ' t  you l o o k  t o  determine i f  t h a t  f u l l  

c a p a c i t y  was a v a i l a b l e  f o r  your  use o r  was i t  
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committed t o  someone e l s e ' s  r e t a i  1 customers"? 

SO I t h i n k  --  

COMMISSIONER BAEZ: I ' m  d o n ' t  t h i n k  we 

would be on F P L ' S  case. 

CHAIRMAN JABER: Y e s .  I t h i n k  i t  would -- 

COMMISSIONER BAEZ: I would be on T E C O ' S  

case. 

CHAIRMAN JABER: O r  ou r  b i d d i n g  r u l e .  

COMMISSIONER BAEZ: O r  t h e  b i d d i n g  r u l e ' s  

case. 

COMMISSIONER DEASON: We l l ,  I t h i n k  t h a t  we 

would be on F P L ' S  case, TECO'S case, and s t a f f ' s  

case t o o .  1 mean, I d o n ' t  t h i n k  i t  i s  r i g h t  f o r  

us t o  i n d i c a t e  t h a t  somehow i t  was u n f a i r  o r  

unreasonable f o r  FP&L t o  ask t h e  s imp le  

q u e s t i  on, "Thi s capaci t y  t h a t  TECO i s b i  d d i  ng , 

i s  it committed t o  t h e i r  own reserve margin, o r  

i s  i t  going t o  be f u l l y  committed t o  our  own 

reserve margi n?" 

COMMISSIONER BAEZ: W e l l ,  t h a t ' s  a f a i  r 

ques t i on  t o  follow up on. 

fo l  1 ow-up p o r t i o n  o f  t h e  recommendati on. Was 

t h e r e  -- 

I may have missed t h e  

MR. HAFF: I apo log ize .  Would you repeat  

t h e  -- 
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CHAIRMAN JABER: No f o l l o w - u p  w i t h  TECO. 

MR. HAFF: No.  

COMMISSIONER BAEZ: There wasn ' t  any 

fo l l ow-up  w i t h  TECO. 

MR. HAFF: No. FPL d i d  n o t  c o n t a c t  TECO t o  

d iscuss t h i s  concern, and TKO d i d  n o t  i n t e r v e n e  

i n  t h i s  case, no. 

COMMISSIONER BAEZ: I guess I d o n ' t  have a 

q u a r r e l  w i t h  whether i t ' s  a c o n s i d e r a t i o n  o r  

n o t .  obv ious l y ,  i t  does, because we ' re  t h e  o n l y  

ones t h a t  can b e n e f i t  and be harmed, we, 

F l o r i d a .  But I'm n o t  s u r e  t h a t  i t ' s  t h e  

e v a l u a t o r  t h a t  needs t o  be making t h a t  

judgment. I t h i n k  t h a t ' s  t h e  company's --  t h e  

proposing company's i s s u e  t o  deal w i t h .  And f o r  

reasons I've a l r e a d y  s t a t e d  be fo re ,  t o  have t h a t  

w o u l d n ' t  p u t  them . be a requi  rement, i n  my mind, 

on a l e v e l  -- 

COMMISSIONER DEASON: We 

respec t  t h a t .  We j u s t  have a 

1, you know, I can 

d i f f e r e n c e  o f  

o p i n i o n .  I t h i n k  t h a t  i t ' s  t h e  a p p r o p r i a t e  

t h i n g  f o r  -- because we ' re  go ing t o  h o l d  FP&L 

respons ib l  e t h a t  the  capacity t h e y  e i t h e r  b u i  1 d 

o r  t h e y  c o n t r a c t  f o r  i s  t h e r e  and i s  r e l i a b l e  

and i s  go ing t o  be p r o v i d i n g  c o s t - e f f e c t i v e  
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energy t o  t h e  end-use customer. 

going t o  be h e l d  accountable, 7: t h i n k  i t ' s  f a i  r 

f o r  them t o  ask t h a t  ques t i on  and make t h a t  

judgment, j u s t  l i k e  i f  someone e l s e  had come i n ,  

an IPP, and had b i d  a p r o j e c t  t h a t  had been 

committed, h a l f  o f  i t  t o  Georgia Power. I d o n ' t  

see a d i f f e r e n c e  i n  t h a t .  

so i f  t h e y ' r e  

COMMISSIONER BAEZ: Then we g e t  back t o  

where t h e  chairman i s .  

d i s c r e t e  c r i t e r i o n ,  then maybe everybody i s on 

n o t i c e .  

Subject  t o  i t  be ing  a 

I s t i l l  -- I t h i n k  t h a t  as i t  i s ,  though, 

as i t  was handled, i t  creates a precedent f o r  

t o o  much d i s c r e t i o n  i n  areas t h a t  have t o  be o f f  

hands. I mean, I t h i n k  we have t o  t a k e  

proposers ' ,  yes, f i n a n c i a l  v i a b i l i t y ,  f i n e .  

There are  d i s c r e t e  c r i t e r i a  f o r  t h a t .  But  now 

a l l  o f  a sudden, you 've g o t  t o o  many j e t s ,  so 

we' re  going t o  -- you know, I mean, a business 

judgment i s  a business judgment. 1 mean, i t  

j u s t  happened t o  be a reserve margin here t h a t  

i t  became germane t o  ou r  s i t u a t i o n .  

But ,  you know, 1: d o n ' t  -- j u s t  l i k e  you 

d o n ' t  see a d i f f e r e n c e  w i t h  having t h a t  be a 

c r i t e r i a  as much as any th ing  e l s e ,  1: t h i n k  t h a t  
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o u t  i n  t h e  open, 1 d o n ' t  see a d i f f e r e n c e  w i t h  

i t  being any th ing  e l s e  e i t h e r .  

And I ' m  concerned about t h a t .  I f  we' re 

l o o k i n g  a t  t h i s  process as a way o f ,  you know, 

t r y i  ng t o  p r o v i d e  c e r t a i n t y  f o r  t h e  p a r t i c i p a n t s  

t o  know where t h e y  stand as much as i s  

reasonable, t hen  I t h i n k  we have t o  g i v e  those 

-- and maybe t h e  s o l u t i o n  i s  t o  have i t  -- you 

know, j u s t  say i t  wasn ' t  a p p r o p r i a t e  how t h e y  

handled i t ,  i t  should have been f o l l o w e d  up,  f o r  

s t a r t e r s .  And i n  t h e  f u t u r e ,  perhaps t h i s  i s  

something t h a t  needs t o  be s p e l l e d  ou t  i n  an 

RFP, l i k e  t h e  Chai m a n  suggests. 

CHAIRMAN JABER: C m " S s i o n e r  Deason, 

you've made a mot ion,  and i n  t h e  i n t e r e s t  o f  

d i s c l o s u r e ,  I ' m  n o t  go ing t o  suppor t  i t ,  n o t  

because I d o n ' t  agree w i t h  you t h a t  a t  t h e  end 

o f  t h e  day i t  was f a i r  o r  reasonable, o r  

perhaps, you know, when i t  came t i m e  t o  assess 

t h a t  h y p o t h e t i c a l  s i t u a t i o n  we would f i n d  t h a t  

FP&L acted i n  a respons ib le  f a s h i o n .  MY r e a l  

d i s t i n c t i o n  i s  just whether i t  should have been 

i n c l u d e d  i n  t h e  RFP, and t h e r e f o r e ,  everyone 

would be on n o t i c e .  

And f o r  me, as I looked a t  t h e  e n t i r e  case, 
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1 kep t  i n  t h e  back of my mind, d i d  FP&L eva lua te  

these proposals i n  t h e  a p p r o p r i a t e  c o n t e x t  w i t h  

t h e  c u r r e n t  b i d d i n g  r u l e .  And, you know, t h a t ' s  

where I make a d i s t i n c t i o n  w i t h  t h i s  p a r t i c u l a r  

i ssue. 

SO j u s t  i n  the i n t e r e s t  o f  d i s c l o s u r e ,  I 

won ' t  support  your mot ion.  B u t  f o r  whatever 

i t ' s  worth, Commissioner p a l e c k i ,  I t h i n k ,  threw 

o u t  an i d e a  that r e s u l t s  i n  a compromise, b u t  

we' r e  going t o  v o t e  on Cornmi s s i  oner Deason ' s 

mot ion f i r s t .  And I heard a second by 

Commi ss ioner  Bradley? 

COMMISSIONER BRADLEY: Uh-huh. 

CHAIRMAN 3ABER: A l l  those i n  f a v o r  say 

aye. 

COMMISSIONER DEASON: Aye. 

COMMISSIONER BRADLEY: Aye. 

CHAIRMAN JABER: Opposed, nay. 

COMMISSIONER BAEZ: Nay. 

CHAIRMAN JABER: Nay. 

Commissioner p a l e c k i  , d i d  you vote? 

COMMISSIONER PALECKI :  Y e s ,  I voted nay. 

And 1 would make -- 

CHAIRMAN JABER: The mot ion f a i l s .  

COMMISSIONER PALECKI :  Before I make an 
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a l t e r n a t e  mot ion,  l e t  me t e l l  you what my -- how 

I feel  about t h i s  i s s u e .  I d o n ' t  want t o  c r e a t e  

a precedent t h a t  says that t h i s  i s  a proper  

c r i t e r i a  t o  consider  t o  keep a b i d d e r  o f f  t h e  

s h o r t  l i s t .  I d o n ' t  want t o  s e t  t h a t  precedent.  

A t  t h e  same t i m e ,  I b e l i e v e  t h i s  i s  a non-issue, 

because TECO d i d  n o t  i n t e r v e n e  i n  t h i s  case. 

SO I guess what I ' m  say ing i s  t h a t  no p a r t y  

i n  t h i s  case has made a record t h a t  t h e y  were 

t r e a t e d  i n  a f a i r  o r  unreasonable manner. TECO 

d i d n ' t  i n t e r v e n e .  T h i s  i s  an a c t i o n  t h a t  o n l y  

took  p lace,  t o  my knowledge, on TECO'S b i d .  

They have n o t  contested t h e  b i d .  

COMMISSIONER BRADLEY: Excuse me. D i d  you 

say t h a t  t hey  were or  were not t r e a t e d  i n  a f a i r  

a n d  reasonable manner? 

COMMISSIONER PALECKI:  I haven ' t  made any 

d e c i s i o n  e i t h e r  way. I j u s t  don't b e l i e v e  t h e  

c r i t e r i a  t h a t  was considered w i t h  regard t o  

T E C O ' S  reserve margin and how t h i s  u n i t  would 

have a f f e c t e d  TECO'S reserve margin should have 

been considered i n  keeping TECO as a b i d d e r  o f f  

o f  t h e  s h o r t  l i s t .  A t  t h e  same t ime ,  TECO 

d i d n ' t  i n t e r v e n e  i n  t h i s  case, and t h e y  d i d n ' t  

preserve t h i s  i s s u e  f o r  us t o  decide. T h a t ' s ,  1 
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guess, t he  problem I have. 1 d o n ' t  b e l i e v e  t h i s  

i s  r e a l l y  a proper  i s s u e  f o r  us t o  decide, i n  

l i g h t  of t h e  f a c t  t h a t  t h e r e  was no p a r t y  i n  

t h i s  docket who was s u b s t a n t i a l l y  a f f e c t e d  t h a t  

i ntervened i n t h e  case. 

COMMISSIONER DEASON: Are you suggest ing no 

v o t e  i s  necessary? 

COMMISSIONER BAEZ: I can suppor t  no 

a c t i o n .  

COMMISSIONER PALECKI:  I b e l i e v e  t h a t ' s  

what I ' m  suggest ing.  1 d o n ' t  t h i n k  i t ' s  

necessary f o r  us t o  take a v o t e .  

CHAIRMAN JABER: MS. Brown, f rom a l e g a l  

pe rspec t i ve ,  why does t h i s  -- not v o t i n g  on t h i s  

i ssue ,  I suppose, has t h e  e f f e c t  o f  s t r i k i n g  t h e  

i ssue?  

MS. BROWN: I want t o  e n l i s t  M i k e ' s  h e l p  i n  

t h i s .  The o n l y  thought  1 had where it migh t  be 

impor tan t  f o r  you a l l  t o  v o t e  on it, even though 

TECO d i d n ' t  r a i s e  i t  and h a s n ' t  brought  i t  

forward,  i s  t h a t  TKO was combined w i t h  o t h e r  

b idde rs  i n combi n a t i o n s  f o r  c o n s i d e r a t i o n  and 

e v a l u a t i o n ,  and t he  f a c t  t h a t  FPL d i d n ' t  f u r t h e r  

review TECO'S b i d  c o u l d  have a f f e c t e d  o t h e r  

b i d d e r s '  b i d s .  T h a t ' s  t h e  o n l y  concern t h a t  I 
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would have. 

CHAIRMAN 7ABER: That have i n t e r v e n e d  i n  

t h e  proceeding? 

MR. HAFF: That have n o t  i n te rvened ;  r i g h t .  

COMMISSIONER BAEZ: That  have o r  have no t?  

COMMISSIONER DEASON: Y e s ,  but w i t h  TECO 

i n  combination, TECO w i t h  t h e  most f a v o r a b l e  

c o s t - e f f e c t i v e  combi n a t i  on was s t i  11 $87 m i  11 i o n  

more c o s t l y .  

MS. BROWN: T h a t ' s  c o r r e c t .  T h a t ' s  

c o r r e c t .  But i n  terms o f  whether y o u ' r e  go ing 

t o  even address t h e  i s s u e  o r  n o t ,  t h a t  was my 

one concern, and 1 d i d n ' t  know whether -- 

CHAIRMAN JABER: okay. B u t  t o  address your 

concern -- l e t  me make sure I heard you 

c o r r e c t 1  y . The combi n a t i  on o f  compani es t h a t  

were matched w i t h  TECO, t h e y  a r e  o r  a r e  n o t  

i n t e r v e n o r s  i n  t h e  case? 

MR. HAFF: Calp ine was t h e  o t h e r  one, and 

they  withdrew from t h e  case and withdrew t h e i r  

b i d .  

MS. BROWN: We l l ,  t hen  I d o n ' t  have a 

concernd From my p o i n t  o f  v i e w ,  I t h i n k  I agree 

w i t h  Commissioner P a l  eck i  . T h i  s i ssue was 

r a i s e d  by an i n t e r v e n o r  who r e a l l y  wasn ' t  
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a f f e c t e d  by FPL'S d e c i s i o n  on TECO'S reserve 

margin. 

CHAIRMAN JABER: okay.  And I d o n ' t  know i f  

t h i s  i s  t h e  c o r r e c t  d i r e c t i o n  o r  n o t .  YOU need 

t o  t a l k  t o  M r .  McLean and t h i n k  about t h i s  go ing 

forward. I f  legal s t a f f  b e l i e v e  t h a t  i s s u e s  are  

n o t  a p p r o p r i a t e  f o r  consi d e r a t i o n  , you r e a l  1 y 

s h o u l d n ' t  h e s i t a t e  t o  b r i n g  t h a t  t o  t h e  

Prehearing of f i ce r ' s  a t t e n t i o n .  

COMMISSIONER DEASON: W e l l ,  Madam Chairman, 

t h i s  p a r t i c u l a r  i s s u e  was brought t o  my 

a t t e n t i o n ,  and I e r r e d  on t h e  s i d e  of i n c l u d i n g  

i t .  I n  f a c t ,  t h e r e  was a mot ion,  I b e l i e v e ,  

made by FP&L t h a t  al l  o f  t h e  subpar ts  o f  Issue 

I1 were no t  needed, and I r u l e d  t h a t  t h e y  were.  

And 1 probably  should have p a i d  more a t t e n t i o n  

t o  each i n d i v i d u a l  subpar t ,  and maybe (g) was 

r ea l ly  n o t  needed. B u t  I d i d  fee l  l i k e  t h e  

subparts,  e a r l i e r  subpar ts  of I s s u e  11 were 

c e r t a i n l y  r e l e v a n t ,  so 1 i n c l u d e d  t h e  subpar ts  

o f  Issue 11. 

CHAIRMAN JABER: Thank you, Commissjoner 

Deason. 1 who1 e h e a r t e d l y  understand w i t h  e r r i  ng 

on t h e  s i d e  o f  b r i n g i n g  i t  t o  t h e  Commission. 

COMMISSIONER DEASON: But  I have no 
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o b j e c t i o n  t o  n o t  t a k i n g  a v o t e  on t h i s  i s s u e  and 

f i n d i n g  t h a t  i t ' s  n o t  r e l e v a n t  t o  t h e  

de te rm ina t ion  t h a t  i t ' s  i n  f r o n t  o f  us .  

CHAIRMAN JABER: Okay. I don't e i t h e r .  

That sounds l i k e  a way o f  -- 

COMMISSIONER P A L E C K I :  I would second t h a t  

m o t j  on. 

CHAIRMAN JABER: Commissioner Baer ,  do you 

have any concerns? 

COMMISSIONER BAEZ:  No.  A s  t o  t h e  p o i n t  

t h a t  i t  wasn' t  r e l e v a n t ,  I t h i n k  we had a good 

d i scuss ion  on i t ,  and I t h i n k  we've a t  l e a s t  

been a b l e  t o  a i r  o u t  what c o u l d  p o s s i b l y  be a 

r e c u r r i n g  theme, you know, a t  some p o i n t  i n  t h e  

f u t u r e  and perhaps n i p  i t  i n  t h e  bud. 

app rec ia te  t h e  f a c t  that i t  was inc luded .  

COMMISSIONER BRADLEY: So how do we 

so I do 

p r o c e d u r a l l y  do -- 

CHAIRMAN JABER: So w e ' r e  n o t  v o t i n g  on 

Issue l l c g ) ,  and we' r e  moving on t o  Issue 1 2 .  

COMMISSIONER BRADLEY: D o e s  t h e r e  have t o  

be a mot ion that we -- 

CHAIRMAN JABER: No. T r a d i  t i o n a l l  y ,  we 

j u s t  f i n d  t h a t  no v o t e  i s  necessary, a l t hough  I 

do r e c a l l  hear ing Commi ssi oner Pal e c k i  i n t e r p r e t  
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what Commissioner Dei" s a i d  as a mot ion,  and 

Commi ss ione r  P a l  eck i  d i  d second i t .  

COMMISSIONER BAEZ: And I t h i  r d .  

COMMISSIONER PALECKI:  I guess t h e  o n l y  

mot ion i s  t h a t  we n o t  t a k e  a v o t e .  

COMMISSIONER BRADLEY: And I: second t h a t .  

CHAIRMAN JABER: So no v o t e  i s  taken,  and 

w e ' r e  on Issue 1 2 .  

I do have ques t i ons  on I s s u e  1 2 ,  

Commi s s i  oners . Thi s i s t h e  e q u i  t y  p e n a l t y  

i ssue ,  s t a f f ,  and -- 

COMMISSIONER DEASON: L e t  me ask one q u i c k  

ques t i on  up f r o n t .  

CHAIRMAN 3ABER: Go  ahead. 

COMMISSIONER DEASON : Consi s t e n t  w i  th ou r 

d e c i s i o n  i n  ll(g), 1'11 j u s t  l a y  t h i s  out. I'm 

n o t  making a mot ion.  I j u s t  t h i n k  as we d i scuss  

t h i s ,  I t h i n k  we need t o  consider  i f  a vo te  on 

t h i s  i s s u e  i s  necessary e i t h e r .  

CHAIRMAN JABER: Yes, e x a c t l y .  

COMMISSIONER DEASON: Given t h a t  t h e  

economics work o u t  1 i ke they do, t h a t  e x c l u d i n g  

t h e  p e n a l t y  does n o t  a f f e c t  t h e  bottom l i n e  

c o s t - e f f e c t i v e n e s s .  And I j u s t  throw t h a t  o u t  

f o r  our  c o n s i d e r a t i o n .  I ' m  n o t  t r y i n g  t o  

._ 
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s h o r t - c i  r c u i  t t h i  s ,  and 1 ' m  i n t e r e s t e d  i n 

hear ing v iewpo in ts  and t h i n g s .  But I t h i n k  we 

need t o  e n t e r  t h i  s w i t h  t h e  understanding t h a t  

t h e  bottom 1 i ne c o s t - e f f e c t i v e n e s s  i s  r e a l  1 y n o t  

--  does n o t  hinge upon t h e  ques t i on  o f  whether 

t h e r e  i s  o r  i s  n o t  an e q u i t y  p e n a l t y  i n  t h i s  

case. 

CHAIRMAN JABER: Yes. L e t  me t e l l  you --  

f i r s t  o f  a l l ,  I was going t o  ask s t a f f  t h a t  

quest ion.  But w i t h  respec t  t o  t h e  d i s t i n c t i o n  1 

see, Commissioner, l e t ' s  go ahead and h i t  t h a t  

up f r o n t .  

The d i s t i n c t i o n  I see w i t h  t h e  e q u i t y  

p e n a l t y  and t h e  TECO s i t u a t i o n  i s  t h a t  FP&L d i d  

seek t h e  p e n a l t y  adjustment,  and i n  an e f f o r t  t o  

send a s t r o n g  s i g n a l  w i t h  respect  t o  -- and 

again,  t h i s  i s  one Commissioner speaking -- t h i s  

i s s u e  needs t o  be looked a t  on a case-by-case 

b a s i s ,  and h e r e ' s  what we would be l o o k i n g  f o r ,  

I see a b e n e f i t  t o  i n c l u d i n g  i t  i n  t h e  o rde r .  

NOW, how t h a t  g e t s  i n c l u d e d  i n  t h e  o r d e r ,  I ' m  

n o t  wed t o .  

BU?, you know, my whole ph i l osophy  as i t  

r e 1  ates t o  these proceedi  ngs, regard1 ess o f  

i n d u s t r y ,  i s  l e t  people know what t h e y ' v e  g o t  t o  
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deal w i t h  going forward.  And t o  t h e  degree t h e  

economics f e l l  o u t  i n  t h i s  case t h a t  even w i t h  

t h e  e q u i t y  pena l t y ,  t h e r e  w a s n ' t  another b i d  

t h a t  was close t o  t h e  FP&L s e l f - b u i l d  o p t i o n ,  so 

be i t ,  b u t  reserve t h e  r i g h t  t o  d i s a l l o w  e q u i t y  

adjustments i n  t h e  f u t u r e  f o r  t h e  f o l l o w i n g  

reasons, o r  t o  a l l o w  e q u i t y  adjustments f o r  t h e  

f o l l o w i n g  reasons. And I do want t h a t  

a r t i c u l a t e d  i n  t h e  o rde r  i n  some f a s h i o n .  

Maybe t h a t  doesn ' t  t a k e  a formal  v o t e .  But 

I would note t h a t  t h e r e  was e x t e n s i v e  test imony 

on t h i s  i ssue ,  and 1 t h i n k  go ing  fo rward ,  i t  may 

have s i g n i f i c a n t  d o l l a r  impacts,  and t h a t  i s  t h e  

k i  nd o f  d i  r e c t i  on t h a t  we '  r e  ob1 i gated t o  g i v e  

these companies. 

COMMISSIONER BRADLEY: Madam c h a i r ,  I 

Would -- 

CHAIRMAN JAEER: Commissioner B rad ley .  

COMMISSIONER BRADLEY: I d o n ' t  d isagree 

w i t h  what you s a i d ,  and my concern would be -- 

and t h i s  i s  a ques t i on  o f  s t a f f .  And t h i s  may 

e n t a i l  another docket a l t o g e t h e r ,  b u t  I can see 

the concern t h a t  a b i d d e r  would have, and I can 

see t h e  concern t h a t  a person who's going t o  

accept t h a t  b i d  would a lso  have i n  terms o f  t h e  
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b i d d e r  havi  ng maybe concerns about c e r t a i  n 

t h i  ngs b e i  ng revealed about t h e i  r f i  nanci a1 

s t a t u s .  B u t  on t h e  o t h e r  hand, 1 would t h i n k  

t h a t  a company t h a t ' s  go ing t o  accept  a b i d  

would a1 so be e n t i t l e d  t o  adequate i n f o r m a t i  on 

about t h e  solvency o f  a company and t h e i r  

a b i l i t y  t o  perform i f  i n  f a c t  t h e i r  b i d  i s  

accepted as being t h e  most c o s t - e f f e c t i v e  b i d .  

And I know probably  s t a f f  has had some 

o p p o r t u n i t y  t o  t h i n k  about t h i s ,  b u t  what i s  t h e  

a1 t e r n a t i v e  t h a t  would make t h i s  f a i  r and 

e q u i t a b l e  t o  everyone, t h a t  would a l l o w  a 

company t o  p r o g n o s t i c a t e  f i  s c a l  solvency and 

indebtedness t o  determine i f  a company does i n  

f a c t  have t h e  a b i l i t y  t o  pe r fo rm i f  t h e y  are 

chosen? 

MR. HARRIS :  I'm s o r r y ,  Commissioner. I f  I 

understand your ques t i on  c o r r e c t l y ,  I s s u e  1 2  

t h a t ' s  up f o r  c o n s i d e r a t i o n  i s  a p o r t i o n  of  a 

f i  nanci  a1 anal  y s i  s . MY understandi  ng o f  your 

ques t i on  i s  what would a l l o w  a company 

s o l i c i t i n g  f o r  proposals  t o  eva l  ua te  t h e  

f i n a n c i a l  v i a b i l i t y  o f  t h e  b i d d e r s ,  and I t h i n k  

t h a t  i s  an e x p l i c i t  p a r t  o f  t h e  RFP process. 

I n  t h i s  case, I b e l i e v e  F l o r i d a  Power & 
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L i g h t ,  t h e  record r e f l e c t s ,  d i d  make some 

s p e c i f i c  statements i n  i t s  RFP as t o  what t h e y  

would l o o k  f o r  and what they  would cons ide r .  

One p iece  of record evidence t h a t  comes t o  mind 

i s  t h a t  t hey  r e q u i r e d  a s p e c i f i c  bond r a t i n g  and 

s a i d  we w o u l d n ' t  cons ider  b i d s  -- o r  "woul dn ' t" 

i s  t o o  s t r o n g  a word, b u t  t h e y  would n o t  be v e r y  

comfor tab le w i t h  b i d s  below a c e r t a i n  bond 

r a t i  ng un l  e s s  t h a t  company could produce some 

t y p e  o f  s e c u r i t y  t o  b r i n g  them back up t o  a 

comfor t  l e v e l  FP&L would have. 

A n d  so i f  1 understood your q u e s t i o n  

c o r r e c t l y ,  t h e  RFP document i t s e l f  would 

speci f y  what t ype  of  c r i t e r i o n  we ' r e  1 ook i  ng 

f o r ,  what we would be concerned about,  and what 

we would r e q u i r e  a company t o  do i n  o r d e r  t o  

make us comfor tab le w i t h  you as a b i d d e r .  

The e q u i t y  p e n a l t y  i s s u e ,  Issue 1 2 ,  d o e s n ' t  

go t o  t h a t  c r i t e r i o n  so much. It's n o t  a 

f i n a n c i a l  v i a b i l i t y  of t h e  b i d d i n g  company t h a t  

t h e  e q u i t y  p e n a l t y  addresses. I t ' s  an e f f e c t  

t h a t  t h e  b i d d i n g  -- t h a t  t h e  award o f  t h a t  b i d  

would have on Power & L i g h t ' s  c a p i t a l  s t r u c t u r e ,  

i f  t h a t  was your ques t i on ,  Commissioner. 

COMMISSIONER BRADLEY: Wel l ,  no, n o t  
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e x a c t l y .  

t h i s  i n c o r r e c t l y ,  b u t  a company's i ndebtedness 

f o r  o t h e r  o b l i g a t i o n s  should o r  should n o t  be 

g i ven  c o n s i d e r a t i o n  w i t h  respect  t o  what t h e  

company who -- i n  terms o f  what t h e  company 

t h a t ' s  go ing t o  accept t h e  b i d  would cons ide r  as 

i t  r e l a t e s  t o  t h e i r  a b i l i t y  t o  per form i f  t h e  

b i d  i s  g i ven  t o  them. 

And c o r r e c t  me i f  I ' m  i n t e r p r e t i n g  

MR. HARRIS: T h a t ' s  a b s o l u t e l y  c o r r e c t ,  

Commissioner. 

COMMISSIONER BRADLEY: R i g h t .  S o  my 

ques t i on  i s  t h i s :  

be used t o  g e t  a t  t h a t  assessment and 

de te rm ina t ion  i n  l i e u  o f  an e q u i t y  p e n a l t y ?  

what a l t e r n a t i v e  method m igh t  

MR. HARRIS: Again, Commissioner -- 

CHAIRMAN JABER: I t h i n k  h e r e ' s  where I'm 

confused, Commissioner Bradley,  w i t h  your 

quest ion.  

t h a t  FP&L makes f o r  i t s  own f i n a n c i a l  

account ing.  So I t h i n k  t h e  d i f f i c u l t y  i n  

answering t h e  q u e s t i o n ,  and c e r t a i n l y  t h e  

d i f f i c u l t y  I ' m  hav ing i s ,  t h i s  i s n ' t  about t h e  

ob l i ga t i , ons  t h a t  t h e  b i d d e r  has. It's about how 

r a t i n g  agencies t a k e  a l o o k  a t  FP&L when FP&L 

e n t e r s  i n t o  a purchased power agreement w i t h  

The e q u i t y  p e n a l t y  i s  an adjustment 
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another company. 

so i t ' s  r e a l l y  about how r a t i n g  agencies 

l ook  a t  F l o r i d a  Power & L i g h t  when t h e y  s e l e c t  

t h e i r  own -- when t h e y  choose another  company t o  

e n t e r  i n t o  a long- term c o n t r a c t ,  r a t i n g  

compani e s ,  accord i  ng t o  t h e  tes t imony ,  cons ider  

t h a t  debt ,  and Power & L i g h t  makes an adjustment 

f o r  t h a t  i n  e v a l u a t i n g  t h e  b i d s .  

And i n  t h a t  regard,  my two ques t i ons  a r e  

t h i s ,  La r ry .  

COMMISSIONER BRADLEY: W e l l ,  l e t  me 

acknowledge t h i s .  I stand c o r r e c t e d  then.  

MR. HARRIS :  Thank you, Commissioner. 

CHAIRMAN 3ABER: MY q u e s t i o n  i s  e x a c t l y ,  

though, where Commi s s i o n e r  B rad ley  was g e t t i  ng . 
Are we c o n f i d e n t  w i t h  t h e  reco rd  t h a t  FP&L would 

n o t  be downgraded? 

MR. HARRIS :  T h a t ' s  t h e  tes t imony  t h a t  

M r .  Maurey presented, and I b e l i e v e  t h e  

recommendation makes t h a t  statement,  y e s .  

CHAIRMAN JABER: Okay. And then  remind me 

agai  n what t h e  7 anguage r e g a r d i  ng e q u i t y  p e n a l t y  

was i n  t h e  supplemental RFP. There was some 

reference t o  i t .  

exact  t e r m i  no1 ogy . 
I d o n ' t  t h i n k  t h e y  used t h e  
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MR. HARRIS:  My r e c o l l e c t i o n  i s ,  

Commissioner -- I d o n ' t  have a copy of t h e  RFP 

i n  f r o n t  of me. I do r e c a l l ,  I b e l i e v e ,  based 

on t h e  record tes t imony ,  t h e r e  was a l i n e  i n  

t h e r e  -- 
MS. KENNY: I have i t , L a r r y .  

MR. HARRIS:  Okay. 

MS. KENNY: I n  t h e  RFP, i t  s t a t e s  t h e  

eval  u a t i o n  w i  11 exami ne each proposal  ' s impact  

on t h e  e n t i r e  FPL system, i n c l u d i n g  t h e  

est imated impact on FPL 'S  c o s t  o f  c a p i t a l  

assoc iated w i t h  e n t e r i n g  i n t o  a purchased power 

agreement. 

CHAIRMAN 3ABER: okay. And you've taken  

those words and t h a t  r a t i o n a l e ,  and on page 5 5  

o f  t h e  recommendation, you've i d e n t i f i e d  why i n  

t h i  s case, under these c i  rcumstances, you 

b e l i e v e  an i m p u t a t i o n  o f  e q u i t y  p e n a l t y  i s  n o t  

a p p r o p r i a t e .  

MR. H A R R I S :  T h a t ' s  c o r r e c t .  

CHAIRMAN JABER: okay. Commi s s i  oners, i f I 

cou ld  be r e a l  c l e a r  on my concern here,  here my 

concern 4 s  n o t  one of n o t i c e  o r  t h a t  t h e  

language was n o t  i n c l u d e d  i n  t h e  RFP. I t ' s  

r e a l l y  p r o v i d i n g  an o p p o r t u n i t y  f o r  t h e  f u t u r e  

ACCURATE STENOTYPE REPORTERS, INC. 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

1 5  

16 

17 

18 

19 

20 

21 

22 

2 3  

24 

25 

133 

process t o  i n c l u d e  d i  r e c t i o n  o r  guidance -- I 

t h i n k  "guidance" i s  a b e t t e r  word -- t h a t  

companies cou ld  f o l  1 ow on t h e  s i  t u a t i  ons where 

an e q u i t y  p e n a l t y  may be a p p r o p r i a t e  o r  where i t  

may n o t  be a p p r o p r i a t e .  

And maybe s t a f f  has i deas  on how t h a t  c o u l d  

be i ncl uded i f i t ' s t h e  Commi s s i  oners des i  r e  

n o t  t o  v o t e  on t h i s  i s s u e .  I have t o  t e l l  you, 

I would t h i n k  t h a t  t h e  company would want a v o t e  

on t h i s  i s s u e ,  because i f  any th ing ,  i t  

strengthens t h e  f a c t  t h a t  t h e  b i d s  -- even w i t h  

an e q u i t y  p e n a l t y ,  t h e  s e l f - b u i l d  o p t i o n  was t h e  

most c o s t - e f f e c t i v e  approach. 

something? 

Am I m i  s s i n g  

MR. HARRIS:  No,  Commjssioner. Speaking 

f o r  mysel f ,  I t h i n k  t h a t  as a b i d d e r  o r  as a 

company, I would want t o  know t h e  t ypes  o f  

s i t u a t i o n s  where t h e  Commission was i n t e r e s t e d .  

There was a s i g n i f i c a n t  amount o f  r e c o r d  

test imony and reco rd  evidence as t o  whether t h e  

Commission has a p p l i e d  i t  i n  t h e  p a s t ,  and i f  

so, what i t  meant when they  d i d  app ly  i t ,  and 

what o t h e r  s t a t e s  m igh t  o r  might  n o t  have done 

w i t h  t h i s .  

I b e l i e v e  t h a t  some t y p e  of d e c i s i o n  o r  
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even guidance from t h e  Commission, some t y p e  o f  

language i n  t h e  order ,  whether it be a h o l d i n g  

o r  some d i c t a  t h a t  e x p l a i n s  what t h e  Commission 

would look a t ,  would h e l p  i n  t h e  f u t u r e  w i t h  

RFPs, w i t h  b i d s ,  w i t h  f u t u r e  need 

determi na t i ons ,  f o r  compani es t o  understand what 

t h e  Commission was going t o  be l o o k i n g  a t  i n  

maki ng t h e s e  determi n a t i o n s  , and t h a t  woul d he1 p 

t o  focus test imony and reco rd  evidence i n  f u t u r e  

proceedings and h e l p  b i d d e r s  i n  t h e  S t a t e  o f  

F l o r i d a  and s o l i c i t o r s  o f  RFP proposals  i n  t h e  

S t a t e  o f  F l o r j d a  t o  understand what types o f  

t h i n g s  a r e  going t o  m a t t e r .  

we have some record evidence as  t o  

Commission votes i n  t h e  p a s t ,  b u t  i t ' s  s t a f f ' s  

p o s i t i o n  t h a t  t h e r e ' s  no d e f i n i t i v e  statement as 

t o  when i t  w i l l  be app l i ed ,  when i t  w o n ' t ,  i f  it 

should be a p p l i e d  a t  a l l .  

guidance would be ve ry  h e l p f u l ,  I b e l i e v e ,  f o r  

n o t  o n l y  s t a f f ,  b u t  t h e  i n d u s t r y  as a whole, 

bo th  s u p p l i e r s  and purchasers,  o r  s u p p l i e r s  and 

s e l l e r s  --  purchasers. 

And some t y p e  of 

CHAIRMAN JABER: Commi s s i  oners,  I d o n ' t  

have any o t h e r  quest ions on t h i s  i s s u e .  

Commi s s i  oner Brad1 ey. 
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COMMISSIONER PALECKT: Yes. And I'm s t i l l  

s t r u g g l i n g  w i t h  t h i s  i s s u e .  

understand why, i f  a l l  t h e  s t a r s  a l i g n  as i t  

r e l a t e s  to t h e  b i d d e r ,  why t h i s  would have a 

nega t i ve  impact upon -- based upon your 

statement,  upon F l o r i d a  Power & L i g h t ' s  bond 

r a t i  ng. 

I ' m  t r y i n g  t o  

MR. HARRIS: T can answer t h a t ,  o r  I can 

have one o f  o u r  f i n a n c e  people,  who m igh t  be 

a b l e  t o  answer t h a t  q u e s t i o n  a l s o  more 

accurate1 y .  

CHAIRMAN JABER: M r .  L e s t e r .  

MR. LESTER: I f  Flo r ida  Power & L i g h t  

e n t e r s  i n t o  a purchased power agreement, t h e y ' r e  

go ing t o  have t o  make c a p a c i t y  payments, and 

those capac i t y  payments are  f i x e d ,  so t h e y ' r e  

l i k e  debt.  And t h e  bond r a t i n g  companies v iew 

t h a t  i n  p a r t  as debt.  

SO i f  i t  was a take-or-pay c o n t r a c t  w i t h  

c a p a c i t y  payments, t h a t  ' s g o i  ng t o  be considered 

a v e r y  d e b t - l i k e  purchased power agreement, and 

so they  impute debt  t o  t h e  balance s h e e t .  They 

p u t  something on t h e  balance shee t ,  an 

of f -ba lance-sheet  o b l i g a t i o n  f o r  c a l c u l a t i n g  

f i n a n c i a l  r a t i o s .  They e s s e n t i a l l y  t r e a t  t h e  
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purchased power agreement i n  p a r t  as something 

t h a t  c rea tes  a d e b t - l i k e  o b l i g a t i o n .  That  can 

t h e r e f o r e  impact  FPL'S bond r a t i n g ,  and i f  i t  

d i d ,  i t  cou ld  r a i s e  t h e  c o s t  o f  c a p i t a l .  

COMMISSIONER BRADLEY: So i t  seems t o  me 

t h a t  what you 've exp la ined t o  me j u s t i f i e s  

F l o r i d a  Power & L i g h t  hav ing a concern about  

t h i s  i s s u e  and t h e  e q u i t y  p e n a l t y .  

MR. LESTER: Yes, s i r ,  t h e y ' r e  j u s t i f i e d  i n  

hav ing a concern. I n  a l l  t h e  tes t imony t h a t  

we've considered, t h e r e  i s  tes t imony f rom t h e i r  

wi tness and f rom t h e  s t a f f  wi tness t h a t  t h i s  

w i l l  n o t  cause a bond r a t i n g  downgrade. And t o  

me, t h a t ' s  where i t  r e a l l y  ge ts  t o  t h e  i d e a  o f  

i s  t h i s  go ing  t o  b e  a r e a l  cos t ,  o r  i s  t h i s  j u s t  

something t h a t  i s  n o t  a r e a l  c o s t .  I mean, i t  

can o n l y  be a r e a l  c o s t  i f  i t  impacts t h e  

company's f i  nanci  a1 f l  e x i  b i  1 i t y  o r  t h e i  r bond 

r a t i  ng . 
And t h i s  company has a cushion, so t o  

speak, w i t h  an e q u i t y  r a t i o  of 63% t h a t  w i l l  

a l l o w  them t o  t a k e  on t h e  a d d i t i o n a l  o b l i g a t i o n ,  

we b e l i e v e ,  and n o t  f ace  any t y p e  o f  bond r a t i n g  

downgrade. 

COMMISSIONER BRADLEY: B u t  s t a f f ' s  
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recommendation i s no. 

MR. LESTER: A c t u a l l y ,  i t ' s  j u s t  a case by 

case. We t h i n k  i n  t h i s  case, i t  h a s n ' t  r i s e n  t o  

t h e  l e v e l  o f  showing a need t o  be i n c l u d e d .  

COMMISSIONER PALECKI :  I t h i n k  t h a t  one o f  

t h e  u n f o r t u n a t e  t h i  ngs i s  t h a t  we' re deci  d i  ng 

t h i s  i s s u e  today r a t h e r  than b e f o r e  t h e  RFP was 

issued.  And r i g h t  now we' re moving fo rward  on a 

rulemaking, and i t  s t i l l  remains t o  be seen 

where t h a t  rulemaking w i l l  go. But one o f  t h e  

d i  r e c t i o n s  t h a t  we'  r e  l o o k i n g  a t  i s  t o  have t h e  

terms and t h e  c o n d i t i o n s  d e f i n e d  up f r o n t  and an 

o p p o r t u n i t y  f o r  t h e  Commi s s i o n  then t o  dec ide 

whether t h e y ' r e  a p p r o p r i a t e .  And t h i s  i s  

something t h a t  a t  t h e  t i m e  o f  the RFP, n e i t h e r  

FPL or  any o f  t h e  b idde rs  would know how t h i s  

Commission was going t o  r e a c t  t o  t h e  e q u i t y  

p e n a l t y ,  and I t h i n k  i t ' s  a r e a l  good i n d i c a t i o n  

o f  why changes t o  our  RFP process a r e  requ i red .  

I just have one concern w i t h  t h e  

recommendation i t s e l f ,  and t h a t ' s  t h e  sentence 

t h a t  even w i t h o u t  t h e  imp1 ementat i  on o f  t h e  

e q u i t y  p e n a l t y ,  F P L ' S  s e l f - b u i l d  o p t i o n  s t i l l  

appears t o  be t h e  most c o s t - e f f e c t i v e  method. 

I ' m  j u s t  n o t  sure t h a t  t h a t  p o r t i o n  o f  t h e  
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recommendation doesn ' t  have t o  w a i t  u n t i l  we 

v o t e  on Issues 14 and 1 5 .  I t h i n k  t h a t ' s  t h e  

whole bas i s  of Issues 14 and 1 5 ,  i s  what i s  t h e  

most c o s t - e f f e c t i v e  o p t i o n .  Bu t  o t h e r  than t h a t  

concern,  1 have no problem w i t h  t h e  staff's 

recommendation 

COMMISSIONER DEASON: W e l l ,  let me say 

t h i s .  YOU know, i f  we ' re  go ing t o  g e t  i n t o  a l l  

t h e  nuances of t h i s  i s s u e  -- and I d o n ' t  o b j e c t  

t o  t h a t  -- I cannot suppor t  staff's 

recommendation. I t h i n k  i t  i s  f a u l t y .  

COMMISSIONER BAEZ: I had a ques t i on ,  b u t  

i f  y o u ' r e  n o t  go ing t o  g e t  i n t o  why you t h i n k  

i t ' s  f a u l t y  -- and I: d o n ' t  want you t o .  

COMMISSIONER DEASON: W e l l ,  I can do t h a t  

now o r  -- I can do t h a t  now o r  l a t e r .  

CHAIRMAN JABER: W e l l ,  go ahead, 

Commissioner, i f  i t  h e l p s .  

COMMISSIONER DEASON: W e l l ,  I t h i n k  t h a t  

s t a f f  has done a v e r y  good j o b  o f  ana lyz ing  t h e  

i s s u e  and has a very thorough d i scuss ion .  

t h i n k  i t ' s  p r e t t y  well encapsul ized on page 5 5  

o f  t h e  recommendation. There a r e  f o u r  b u l l e t  

p o i n t s  t h e r e .  1 d isag ree  w i t h  t h r e e  o f  t h e  

bu7 1 e t  po i  n t s .  

I 
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F i  r s t  o f  a l l ,  t o  t a k e  t h e  f i  r s t  b u l l e t  

p o i n t ,  I d o n ' t  t h i n k  i t  i s  r e l e v a n t  whether 

t h e r e  w i l l  o r  w i l l  n o t  be a bond downgrade. 

That should n o t  be t h e  c r i t e r i a  f o r  de te rm in ing  

i f  t h e r e  i s  a c o s t  which needs t o  be imputed so 

t h a t  you have an accurate apples-to-apples 

comparison o f  t h e  c o s t  of a s e l f - b u i l d  versus a 

purchase. 

The test imony i s  i n  t h e  record t h a t  t h e  

bond r a t i  ng agenci es v iew these 1 ong-term 

f i x e d - c o s t  c o n t r a c t s  as t h e  e q u i v a l e n t  o f  debt ,  

so we know i t ' s  go ing  t o  have t h a t  pressure on 

t h e  company's c a p i t a l  s t r u c t u r e .  And I d o n ' t  

t h i n k  i t ' s  r e l e v a n t  whether t h i s  p a r t i c u l a r  one 

i s  going t o  cause a downgrade, o r  t h e  n e x t  one, 

o r  t h e  nex t  one. 

What's go ing t o  happen i f  you a l l o w  two 

purchased power c o n t r a c t s  t o  be s igned, and 

n e i t h e r  one o f  those cause t h e  downgrade, b u t  

t h e  t h i r d  one does, and a l l  of a sudden t h e  

b idde rs  on t h e  t h i  r d  one, t h e y  have t h e  e q u i t y  

p e n a l t y  imposed on them, b u t  t h e  f i r s t  two 

d i d n ' t .  IS t h a t  be ing  --  i t  seems t o  me y o u ' r e  

be i  ng d i  s c r i m i  n a t o r y  i n your b i  dd i  ng process. 

You need t o  cons ide r  - - -  i f  you' r e  go ing t o  
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consider i t ,  you need t o  consider  i t  every t i m e ,  

n o t  j u s t  whether t h e r e  w i l l  o r  w i l l  n o t  be a 

bond downgrade. I t h i n k  t h a t  i s  t h e  wrong 

c r i t e r i a  t o  apply .  

The f a c t  t h a t  t h e  PAAs which a r e  c u r r e n t l y  

w i t h i n  FPL 'S  p o r t f o l i o  w i l l  be d e c l i n i n g  over 

t ime,  I d o n ' t  t h i n k  t h a t ' s  r e l e v a n t  e i t h e r .  

F i r s t  o f  a l l ,  t h e r e ' s  tes t imony  i n  t h e  reco rd  

t h a t  t h e r e ' s  a l i k e l i h o o d  t h a t  some o f  those 

agreements a r e  go ing  t o  be renewed o r  be 

replaced. But t h e  f a c t  o f  t h e  m a t t e r  i s  t h a t  

t h e r e ' s  going t o  be pressure upon t h e  company's 

c a p i t a l  s t r u c t u r e ,  and e i t h e r  t h e r e  w i l l  

e v e n t u a l l y  be a bond downgrade, o r  e l s e  t h e r e ' s  

go ing t o  be a requ i  rement t o  i s s u e  more e q u i t y  

c a p i t a l .  And we know t h a t  e q u i t y  c a p i t a l  i s  

more expensive than  debt  because o f  t h e  h i g h e r  

c o s t  o f  c a p i t a l  and t h e  income t a x  e f f e c t s  o f  

t h e  e q u i t y  be ing i n  t h e  c a p i t a l  s t r u c t u r e .  SO I 

d i  sagree w i t h  t h a t .  

I disagree w i t h  t h e  f o u r t h  b u l l e t  p o i n t .  

I d o n ' t  care what i s  common r e g u l a t o r y  p r a c t i c e .  

E i t h e r  W s  r i g h t  o r  i t ' s  wrong. We make 

dec i s ions  based upon t h e  evidence i n  t h i s  s t a t e ,  

and we make those d e c i s i o n s .  That car r ies  no 
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weight whatsoever w i t h  me, what has been done i n  

another s t a t e .  

w h a t  does cause me some concern i s  t h e  

t h i r d  b u l l e t  p o i n t .  

evidence t h a t  t h e r e  a r e  o t h e r  cos t  sav ing 

a t t r i b u t e s  of e n t e r i n g  i n t o  purchased power 

agreements. 1 t h i n k  t h a t  record should have 

been more f u l l y  developed, and t h e r e  should have 

been some at tempt  t o  t r y  t o  q u a n t i f y  t h a t .  

t h i n k  where a l l  t h a t  comes o u t  i s  t h a t  i t  

probably  i s  go ing t o  have a bear ing  as t o  t h e  

f a c t o r  t h a t  we app ly  as t o  t h e  impact  o f  t h e  

impu ta t i on .  

We have some v e r y  sketchy 

I 

I know t h a t  we have made dec i s ions  i n  t h e  

pas t  where I t h i n k  we used a 10% f a c t o r ,  and we 

have evidence in t h i s  case from F l o r i d a  Power & 

L i g h t  t h a t  the  bond r a t i n g  agencies are l o o k i n g  

a t  a f a c t o r  f o r  these p a r t i c u l a r  t y p e  c o n t r a c t s  

o f  anywhere from 60 t o  40%, and I t h i n k  FP&L 

suggested u s i n g  40%. 

I d o n ' t  t h i n k  we have enough evidence i n  

t h i s  record t o  say t h a t  40% i s  accurate o r  10% 

i s  accurate o r  60% i s  accurate,  because I d o n ' t  

t h i n k  we have enough evidence on these 

o f f s e t t i n g  amounts, and I would have l i k e d  t o  
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have had more evidence on t h a t .  But absent 

t h a t ,  1 have no a l t e r n a t i v e  b u t  t o  u t i l i z e  t h e  

40%. And i f  we ' re  f o r c e d  t o  v o t e  on t h i s  i n  

t h i s  p a r t i c u l a r  case, t h a t ' s  what I would 

suppor t ,  i s  a 40% f a c t o r  f o r  t h e  i m p u t a t i o n .  

And I t h i n k  i t  i s  a r e a l  c o s t .  I t  has an 

impact upon t h e  company's c a p i t a l  s t r u c t u r e ,  and 

t h a t  i n  t u r n  has an impact  on c a p i t a l  c o s t s  f o r  

t h e  r e t a i l  customer. And 1: t h i n k  t h a t  we would 

n o t  be having an apples-to-apples comparison i f  

we adopt s t a f f ' s  recommendation i n  t h i s  case. 

CHAIRMAN JABER: Commissioner Baez, you 

you a quest ion.  

COMMISSIONER BAEZ: o f  Commi s s i  oner 

Deason. 

NOW, having s a i d  t h a t ,  w i t h  respec t  t o  

b u l l e t  3 ,  do you agree t h a t  t h e  e q u i t y  p e n a l t y ,  

as i t ' s  be ing  c a l l e d ,  and perhaps we can f i n d  a 

k i n d e r ,  g e n t l e r  name f o r  t h a t ,  b u t  t h e  e q u i t y  

adjustment i s  p a r t  o f  a b i g g e r  c o n s i d e r a t i o n ?  I 

mean, i t  i s  s u b j e c t  t o  m i t i g a t i o n ?  

COMMISSIONER DEASON: I t h i n k  i t  is s u b j e c t  

t o  m i t i g a t i o n .  And I, i n  a l l  honesty, w ish  I 

had had more evidence -- 

COMMISSIONER BAEZ: Me too. 
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COMMISSIONER DEASON: -- developed i n  t h e  

record on t h e  --  

COMMISSIONER BAEZ: Absol u t e l  y .  

COMMISSIONER DEASON: -- c o s t  savings 

a t t r i b u t e s .  I mean, t h e y ' r e  l i s t e d  here,  and r 
t h i n k  t h e r e ' s  m e r i t  t o  these arguments 

concerning some o f  t h e  m i t i g a t i o n  t h i n g s ,  about 

reduces c o s t  o f  obsolescence and t h i n g s  o f  t h a t  

na tu re  because you have a c o n t r a c t  as opposed t o  

having your own mortar-and-concrete f a c i  1 -i t y .  

But we had no q u a n t i f i c a t i o n  whatsoever. 

COMMISSIONER BAEZ: I agree w i t h  you on 

t h e  concept. I t h i n k  i t  does have t o  become 

p a r t  o f  -- i f  we' re going  t o  consider  i t  at a l l ,  

I t h i n k  i t  does have t o  become p a r t  o f  a broader 

p i  c t u r e ,  i n c l  u d i  ng any m i  ti g a t i  ng or  aggrava t i  ng 

f a c t o r s ,  f r a n k l y .  I mean, t h e r e  a r e  more o u t  

t h e r e .  T h i s  i s  n o t  t h e  "end a l l ,  be a l l "  o f  

i t .  It j u s t  happened t o  have some impact  i n  

t h i  si determi n a t i o n .  

NOW, what I ' m  hav ing t r o u b l e  w i t h ,  (a) i s  

how can we q u a n t i f y  these o t h e r  t h i n g s ,  and 

whethevwe can q u a n t i f y  them. 

can, because t h a t  i s  t h e  k i n d  o f  t h i n g  t h a t  

c e r t a i n l y  I would l i k e  t o  see, t h e  k i n d  o f  

I hope t h a t  we 
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i n f o r m a t i o n ,  t he  k i n d  o f  case b u i l t  i n  t h e  

f u t u r e .  

I do have a l i t t l e  b i t  o f  concern o r  

hear tburn over something t h a t  you s a i d  about -- 

t h a t  was s t a t e d  about b u l l e t  1. I t h i n k ,  you 

know, w h i l e  i t  i s  t r u e  t h a t  i t  i s  p o s s i b l e  t h a t  

t h e  t h i r d  RFP down t h e  l i n e  i s  going t o  be  

pre jud i ced  by an e q u i t y  adjustment p o t e n t i a l l y ,  

where t h e  predecessors w o u l d n ' t  have, t o  me, 1 

t h i n k  t h a t ' s  j u s t  a process o f  t h e  f u t u r e  

u n f o l d i n g .  YOU know, you have t o  t a k e  -- i t ' s  

t h e  same t h i n g  as  t h e  ex i s tence  o f  t h e  RFP 

i t s e l f .  I mean, i t  j u s t  so happens t h a t  t h e  RFP 

e x i s t s  because t h e r e ' s  a need f o r  c a p a c i t y ,  and 

dimensions based on t h i n g s  -- you know, who's 

going t o  c o n t r o l  t h a t .  SO I t h i n k  t h e  downl ine 

e f f e c t  perhaps i s n ' t  as  much o f  a concern t o  me, 

assuming t h a t  were -- 
COMMISSIONER DEASON: L e t  me say t h i s .  I 

d o n ' t  mean t o  i n t e r r u p t ,  b u t  I t h i n k  i t ' s  

i m p o r t a n t  t o  say r i g h t  now. I would hope t h a t  

FP&L, and as f a r  as t h a t  goes, any o f  t h e  l a r g e  

compani e s  t h a t  we r e g u l a t e ,  t h a t  t h e y  would 

never be i n  a p o s i t i o n  where t h e  s i g n i n g  o f  one 

purchased power agreement would cause a bond 
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downgrade. 

COMMISSIONER BAEZ: Absol Ute1 y .  

COMMISSIONER DEASON: I hope t h a t  t h e y  

manage t h e i r  c a p i t a l  s t r u c t u r e  and a r e  aware o f  

t h e i r  f i n a n c i a l  p o s i t i o n  such t h a t  t h a t  would 

never happen, t h a t  t h e  s i g n i n g  o f  one c o n t r a c t  

i s  going t o  cause a bond downgrade. 

t h a t  t h e  companies t h a t  reasonably manage t h e i r  

c a p i t a l  p o s i t i o n  would l o o k  a t  t h a t ,  and t h e y  

would have an e q u i t y  cushion i n  t h e r e  such t h a t  

t h a t  would n o t  happen, because you ' r e  t a l  k i  ng 

about i n c r e a s i n g  cos ts  t o  customers. 

I t h i n k  

And so I t h i n k  t h i s  i s  t h e  wrong c r i t e r i a ,  

t o  say t h a t  you d o n ' t  make t h i s  adjustment 

un less t h e r e ' s  a downgrade, because 1 hope our 

companies would never f i n d  themselves i n  a 

s i t u a t i o n  t h a t  a downgrade would r e s u l t  from 

s i g n i n g  a purchased power agreement. 

CHAIRMAN JABER: Can I add t o  t h a t ,  

Commissioner Deason, which i s ,  1 hope t h a t  our  

compani es expl  a i  n t o  t h e  a n a l y s t s  and t h e  

i n v e s t o r s  t h a t  t h e y  meet w i t h  on a r e g u l a r  b a s i s  

t h a t  purzchased power agreements should never be 

viewed as something s i m i l a r  t o  your  o f f - s h e e t ,  

balance, normal debt  ob1 i g a t i  ons . 
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And t h a t ' s  s o r t  o f  my problem w i t h  go ing 

YOU a l s o  forward w i t h  t h e  e q u i t y  adjustment.  

d o n ' t  want t o  send through any decis ion-making 

process t h e  reverse s i g n a l  o f  never go beyond 

y o u r  s e l f - b u i l d  o p t i o n ,  because rega rd less  o f  

how many t imes we change t h e  b i d d i n g  r u l e ,  we 

want i t  t o  be e f f e c t i v e ,  and we d o n ' t  want ou r  

dec i s ions  t o  ever be coun te r -p roduc t i ve .  

NOW, obv ious l y ,  I ' m  n o t  suggest ing t h a t  

t h i s  one w i l l  be  -- 1: hope t h a t  i t  i s  n o t ,  b u t  

t h a t  i s  t h a t  f i n e  l i n e  I ' m  t r y i n g  t o  keep i n  t h e  

back o f  my mind. I d o n ' t  want t o  send t h e  wrong 

s i g n a l  t o  t h e  investment  i n d u s t r y  v i a  t h e  

companies t h a t  purchased power agreements a r e  

bad, because i n  f a c t ,  what y o u ' r e  say ing  i s  

a b s o l u t e l y  t r u e .  

evidence i n  t h e  record on a h y p o t h e t i c a l  

s i t u a t i o n  t o  know what t h e  b e n e f i t s  and t h e  -- 

We probably  don't have enough 

COMMISSIONER DEASON: L e t  me c l  a r i  f y  . 
Purchased power agreements a r e  n o t  bad a t  a l l  

The o n l y  t h i n g  I ' m  say ing i s  t h a t  you need t o  

eva lua te  t h e  t r u e  c o s t  o f  t h e  purchased power 

agreement i n maki ng your eval  u a t i  on. 

CHAIRMAN JABER: T h a t ' s  a v e r y  -- yes, 

absol  u t e l  y . 
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Now, i n t h a t  regard,  Commi s s i  oner Deason, 

i s  t h a t  why i n  t h e  beginning you were suggest ing 

we need t o  t h i n k  about whether t h e  i s s u e  needs 

t o  be voted on, because you b e l i e v e  t h a t  t h e  

b e n e f i t  s i d e  o f  t h e  equat ion i s  n o t  complete ly  

v e t t e d  i n  t h e  record? 

COMMISSIONER DEASON: Wel l ,  I d o n ' t  t h i n k  

v o t i n g  on t h i s  i s  necessary. Now, I see t h e  

m e r i t  i n  s t a f f ' s  argument t h a t  t h e  p a r t i c i p a n t s  

need some guidance as t o  how we' r e  go ing t o  v i e w  

t h e  e q u i t y  p e n a l t y  adjustment.  And 1 agree t h a t  

t h a t  terminology may be l a c k i n g  or p r e j u d i c i a l  

t o  some degree. 

t h a t  we can do i s  t o  i n d i c a t e  t h a t  t h e r e  i s  a 

1 eg i  t i m a t e  r e a l  c o s t  assoc ia ted  w i t h  t h e  s i  g n i  ng 

o f  a purchased power agreement, t h a t  i t  p u t s  

pressure on an i ncumbent u t i  1 i t y ' s  capi  t a l  

s t r u c t u r e .  

so 1 t h i n k  t h a t  t h e  b e s t  t h i n g  

I ' m  n o t  so sure t h a t  we have t o  g e t  i n t o  

a l l  t h e  nuances today o f  what f a c t o r  we ' re  go ing  

t o  use, o r  whether we ' re  go ing  t o  t r y  t o  have 

any o f f s e t s  o r  m i t i g a t i n g  f a c t o r s ,  because i t ' s  

n o t  re1 w a n t  t o  t h e  bottom 1 i ne determi n a t i o n .  

CHAIRMAN IABER: But would you add t o  t h a t ,  

which i s  where 1 c o u l d  be comfo r tab le  -- 1 mean, 
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t o  s t a f f ' s  c r e d i t ,  I t h i n k  they  were j u s t  

f eed ing  o f f  o f  my concern. I want t h i s  

a r t i c u l a t e d  someplace so t h a t  companies know 

what we looked a t  i n  t h i s  case, what was looked  

a t  i n  t h e  Flo r ida  Power Corpo ra t i on  case, and 

what may be looked a t  go ing forward.  

add onto what you s a i d ,  though, t h a t  i t  i s  a 

l e g i t i m a t e  c o s t ,  and t h e  a p p l i c a t i o n  o f  t h a t  

c o s t  would be determined on a case-by-case 

basi  s? 

would you 

COMMISSIONER DEASON: I agree w i t h  t h a t .  

CHAIRMAN JABER: In Con" s s j  on proceedi  ngs . 
COMMISSIONER DEASON: U n t i l  we g e t  more 

experience and we f e e l  comfor tab le go ing  t o  some 

type o f  a rulemaking, that's t h e  way we ' re  go ing 

t o  have t o  make these dec i s ions .  

CHAIRMAN JABER: W e l l ,  i t  may be i n c l u d e d  

i n  t h e  r u l e .  

Commi s s i  oner Bradl  ey and Commi ssi oner BaeZ. 

COMMISSIONER BRADLEY: I agree w i t h  

e v e r y t h i n g  t h a t  has been s a i d ,  b u t  I ' m  really 

t h i n k i n g  about t h i s ,  and 1 see t h e  e q u i t y  

pena l ty  .maybe as be ing  a preemptive srri  ke, 

because a f t e r  a l l ,  what w e  a re  here t o  do i s  t o  

ensure t h a t  consumers g e t  t h e  b e s t  dea l .  And i f  
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not having t h e  e q u i t y  p e n a l t y  i s  go ing  t o  have 

an adverse impact upon t h e  IOUS' bond r a t i n g ,  

what I foresee i s  t h a t  a t  some p o i n t  we as a 

Commission w i l l  be d e a l i n g  w i t h  a r a t e  case t o  

make up t h e  d i f f e r e n c e  between what has been 

l o s t  as a r e s u l t  o f  hav ing downgraded t h e i  r bond 

r a t i n g  i n  te rms o f  c a p i t a l .  

CHAIRMAN JABER: T h a t ' s  a v e r y  good p o i n t .  

I t h i n k ,  though, Commjssioners, we need t o  come 

back and remember t h i s  case. I n  t h i s  case, t h e  

FP&L witness t e s t i  f i  ed and acknowl edged t h a t  i n 

t h i s  case, t h e r e  wou ldn ' t  be a bond downgrade. 

B u t  t h e  reason I ' m  i n s i s t i n g  on p u t t i n g  t h e  

language about a case-by-case b a s i s  i s  

a b s o l u t e l y  f o r  t h e  p o i n t  you j u s t  s t a t e d .  I 

d o n ' t  want t o  have a g e n e r i c  p o l i c y  d e c i s i o n  o u t  

t h e r e  t h a t  has t h i s  Commission committed t o  how 

we' re go ing t o  l o o k  a t  e q u i t y  adjustments.  

COMMISSIONER EAEZ: How much -- and t h i s  

i s  j u s t  a ques t i on  t h a t  occurred t o  me now a f t e r  

hea r ing  most o f  t h e  d i scuss ion .  HOW much a r e  we 

w i l l i n g  t o  validate t h e  whole concept o f  

t r e a t i n g  PPAS as debt ,  o r  i s  t h a t  o u r  

responsi b i  1 i t y  o r  ob1 i g a t i  on, I guess? 

COMMISSIONER DEASON: You know, I ' m  

I 
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comfor tab le w i t h  t h a t  concept,  b u t  t h e r e  may n o t  

be a m a j o r i t y  of Commissioners here who a r e  

w i l l i n g  t o  do t h a t ,  you know. 

COMMISSIONER BAEZ: I mean, i f  t h e r e ' s  -- 

and I heard some disagreement expressed w i t h  t h e  

way w a l l  S t r e e t  t r e a t s  them, and i f  t h a t ' s  a 

p o s i t i o n  t h a t  we ' re  adequate tak ing  -- I ' m  n o t  

comfor tab le say ing t h a t ,  mind you. I f e e l  l i k e  

s t a y i n g  i n  t h e  r e a l  world f o r  a w h i l e .  

COMMISSIONER DEASON: W e l l ,  t h e  f a c t  

remains, i t  doesn ' t  m a t t e r  what we t h i n k  about 

wall S t r e e t ' s  a n a l y s i s .  They ' re  t h e  ones t ha t  

make t h e  a n a l y s i s ,  and t h e y  make t h e  

recommendations t o  t h e  i n v e s t o r s ,  and they  

determine t h e  c o s t .  And t h a t ' s  what we have t o  

determine, i f  t h e r e  i s  a c o s t  impact on t h e  

company's capi  t a l  . 
COMMISSIONER BAEZ: I n  r e a l i t y .  

COMMISSIONER DEASON: I n  r e a l  i t y  . 
CHAIRMAN JABER: But t h e  o n l y  d i s t i n c t i o n  I 

would  make, Commissioners, I t h i n k  wall S t r e e t  

would l o o k  a t  ou r  d e c i s i o n s  t o  see i f  we have 

s t a t e d  $hat purchased power agreements s h o d  d be 

considered debt o r  t r e a t e d  l i k e  debt .  

COMMISSIONER DEASON: I d o n ' t  t h i n k  ou r  
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d e c i s i o n  should be t h a t .  I t h i n k  ou r  d e c i s i o n  

s h o u l d  be a r e c o g n i t i o n  t h a t  t h e  bond r a t i n g  

agencies t r e a t  i t  t h a t  way, and no d e c i s i o n  

whatsoever as t o  we agree t h a t  t h a t  i s  t h e  

approp r ia te  t rea tment .  

CHAIRMAN JABER: Then I: t h i n k  we ' re  a t  t h e  

same p lace.  

COMMISSIONER BAEZ: Then can we make t h a t  

statement as w e l l ?  

CHAIRMAN JABER: I would l i k e  t o ,  b u t  t h a t  

i s  p r e c i s e l y  t h e  guidance and t h e  d i  r e c t i o n  ~ ' m  

t a l k i n g  about, and I don't know i f  we do t h a t  i n  

terms o f  a v o t e  on t h e  mot ion ,  b u t  -- 

COMMISSIONER DEASON: And l e t  me j u s t  say 

I one o t h e r  t h i n g  w h i l e  ~ ' m  t h i n k i n g  about  i t .  

t h i n k  when i t  comes t o  these  m i t i g a t i n g  f a c t o r s ,  

another t h i n g s  t h a t  needs t o  be f a c t o r e d  i n  -- 

and I t h i n k  t h a t  t o  some e x t e n t ,  t h e  bond r a t i n g  

agencies do t h a t .  

They may not have as g r e a t  an a p p r e c i a t i o n  

o f  our  p a r t i c u l a r  r e g u l a t o r y  p o l  i c i  es and 

procedures and t h e  commitment o f  t h i s  Commi s s i o n  

as we do, and we know t h a t  we have a ve ry  s t r o n g  

record  o f  pass ing th rough purchased power cos ts  

through ad jus tment  clauses ,  so we may be more 
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comfortable t h a t  i t  i s  l e s s  l i k e  debt t han  t h e  

r a t i n g  agencies, and maybe t h e r e  should be some 

educat ion t h e r e .  

Bu t  t he  f a c t  remains t h a t  t h e  r a t i n g  

agencies p r o v i d e  t h e i  r recommendations, t h e y  

p rov ide  t h e i r  r a t i n g s ,  and t h a t  impacts what 

i n v e s t o r s  a re  w i l l i n g  t o  pay f o r  t h e  bonds and 

f o r  t h e  e q u i t y  o f  t h e  company, and t h a t  impacts 

t h e  company's cos t  o f  c a p i t a l  

CHAIRMAN JABER: Righ t .  And you m igh t  

r e c a l l  t h e  cross-examinat ion w i t h  t h e  FP&L 

wi tness where t h e  Commjssioners, we were ask ing  

i f  i n  h i s  o p i n i o n  t h e  r a t i n g  agencies m igh t  t a k e  

i n t o  account o r ,  you know, assess t h e  r i s k ,  

knowing t h a t  F l o r i d a  has a ve ry  s t a b l e ,  

c o n s i s t e n t  clause recovery.  And you r e c a l l  he 

s a i d  t h a t  d i d  n o t  come u p ,  b u t ,  yes,  a b s o l u t e l y ,  

he thought i t  would be a very good p o i n t  w i t h  

respect  t o  how r a t i n g  agencies looked a t  

purchased power agreements. 

COMMISSIONER BRADLEY: we1 1 , woul d j t be 

i nappropr i  a t e  o r  a p p r o p r i a t e  t o  make a mot-i on 

then t h a t  we t a k e  t h i s  i s s u e  o f f  t h e  t a b l e ?  

CHAIRMAN JABER: I t ' s  never i n a p p r o p r i a t e  

t o  make whatever mo t ion  you want, Commissioner 

ACCURATE STENOTYPE REPORTERS, INC. 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

2 2  

23 

24 

25 

1 5 3  

Bradl  ey . 
COMMISSIONER BRADLEY: I ' m  t r y i n g  t o  g e t  a 

f e e l  f o r  --  

CHAIRMAN JABER: I would hope t h a t  you n o t  

--  thank you f o r  asking. Thank you. 

COMMISSIONER BRADLEY: Get a f e e l  f o r  i t .  

CHAIRMAN JABER: I would hope t h a t  we n o t  

t a k e  t h e  i s s u e  o f f  t h e  t a b l e  comp le te l y .  

hope would be t h a t  one o f  you makes a mot ion t o  

i n c l u d e  a d i s c u s s i o n  i n  t h e  o r d e r  t h a t  goes l i k e  

t h i s :  The company and t h e  s takeho lde rs  have p u t  

s u f f i c i e n t  test imony i n  t h e  r e c o r d  t o  i n d i c a t e  

t h a t  r a t j  ng agencies have considered purchased 

power agreements d e b t - l i  ke. And obv ious ly ,  we 

can work on t h i  s 1 anguage, Commi ss ione rs ,  b u t  

t h a t  t h e  P u b l i c  Se rv i ce  Commission v i a  t h i s  

dec i  s i  on bel  i eves t h a t  t h e  tes t imony  i n t h e  

record i nd i  cates t h a t  whi 1 e t h e r e  a re  cos ts ,  

1 eg-i t i m a t e  cos ts  assoc ia ted  w i  t h  e n t e r i  ng i n t o  a 

purchased power agreement, t h a t  some o f  those 

cos ts  may be m i t i g a t e d  by o t h e r  f a c t o r s  t h a t  a r e  

p a r t  o f  t h e  Florida s t a t u t o r y  scheme. 

add t h a t  t h i s  i s s u e  would be l ooked  a t  on a 

case-by-case b a s i s .  

MY 

we would 

what e l s e  d i d  we t a l k  about? I ' m  

ACCURATE STENOTYPE REPORTERS, I N C .  
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f o r g e t t i n g  something. There seemed t o  be 

t h r e e .  

COMMISSIONER DEASON: We1 1 , I cannot agree 

w i t h  t h e  concept as expressed by s t a f f  t h a t  you 

d o n ' t  make t h e  adjustment un less  t h e r e ' s  go ing 

t o  be a downgrade, and t h a t  we l o o k  a t  -- t r y  t o  

l o o k  i n t o  t h e  f u t u r e  whether t h e r e ' s  go ing t o  be 

a decline i n  t h e  number o f  purchased power 

agreements i n  t h e  f u t u r e .  I don't t h i n k  that's 

p a r t i c u l a r l y  re1 evant .  

CHAIRMAN JABER: R i g h t .  We w e r e n ' t  go ing 

t o  i n c l u d e  t h a t .  I ' m  t a l k i n g  about j u s t  a 

general  -- 

COMMISSIONER DEASON: Okay. 

CHAIRMAN 7ABER: T h i s  i s  my w ish  l i s t .  I 

would hope f o r  a v e r y  general  two-paragraph 

d i s c u s s i o n  t h a t  says t h i s  i s s u e  was l i t i g a t e d  

here,  t h e r e  was s u f f i c i e n t  t es t imony  t o  i n d i c a t e  

t h a t  t h e r e  a r e  cos ts  t h a t  a company i n c u r s ,  b u t  

t h a t  i n  t h i s  case, we d o n ' t  b e l i e v e  t h e  record 

supported an e q u i t y  adjustment,  and then  making 

c l e a r  t h a t  t h i s  would be handled on a 

case-by-case b a s i s  i n  t h e  f u t u r e ,  and t h a t  

making -- we would make some s o r t  of statement 

t h a t  we do n o t  b e l i e v e  t h a t  purchased power 

ACCURATE STENOTYPE REPORTERS, I N C .  
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agreements should be viewed as normal b u s i  ness 

debt.  

1 d o n ' t  t h i n k ,  s t a f f  and Commissioner 

Deason, I ' m  us ing  t h e  r i g h t  t e rm ino logy ,  b u t  i t  

would be -- t h a t ' s  t h e  s p i  r i  t o f  what I would 

l i k e  t o  accomplish. 

COMMISSIONER PALECKI:  I would so move. 

CHAIRMAN JABER: We l l ,  let's make s u r e  I ' m  

say ing a l l  t h e  r i g h t  t h i n g s .  

COMMISSIONER BRADLEY: what t y p e  o f  s i g n a l  

does t h a t  send t o  t h e  bond -- t h e  r a t i n g  

companies? 

CHAIRMAN IABER: H o p e f u l l y  t h e  r i g h t  one. 

COMMISSIONER BRADLEY: I n  s p i t e  O f  t h e  f a c t  

t h a t  we may n o t  b e l i e v e  t h a t ,  i s  t h a t  g o i n g  t o  

change t h e i r  c o s t  -- 

CHAIRMAN JABER: I hope so. You know what 

t h e  i n d u s t r y  has beat  i n t o  me t h e  l a s t  two and a 

h a l f  years s i n c e  I've been here? Be c a r e f u l  

what you do i n  your d e c i s i o n s ,  because t h e  

market i s  l o o k i n g  a t  you. I f  you make a poor 

d e c i s i o n ,  t h e  market i s  go ing  t o  r e a c t .  YOU 

send them t h e  r i g h t  s i g n a l ,  and s tock  p r i c e s  and 

our  bond p r i c e s  are  going to r e f l e c t  i t .  

SO I want t o  send a v e r y  s t r o n g  s i g n a l  t o  
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t h e  a n a l y s t  w o r l d  t h a t  t h i s  agency has a s t a b l e ,  

c o n s i s t e n t  mechani sm through t h e  f u e l  c lause,  

c a p a c i t y  c l  ause , recovery mechani sms t o  address 

expenses associated w i t h  e n t e r i  ng i n t o  purchased 

power agreements. So when you l o o k  a t  FP&L and 

take  a l ook  a t  t h e i r  bonds, t h e  r i s k  assoc ia ted  

w i t h  e n t e r i n g  i n t o  a purchased power agreement, 

S&P, should a l s o  be considered i n  c o n j u n c t i o n  

w i t h  those f i x e d  payments t h a t  a r e  going t o  be 

passi  ng through t h e  c a p a c i t y  c lause.  

There you have i t .  1 d o n ' t  know much more 

than t h a t .  

MS. BROWN: chairman Jaber, i f  I migh t  j u s t  

add t h a t  a l o t  o f  t h a t  i s  a l ready  i n  t h e  record,  

so i t  s h o u l d  be  p o s s i b l e  t o  use t h a t .  

CHAIRMAN JABER: W e l l ,  t h a t ' s  where I got 

i t  from, Martha. 

COMMISSIONER DEASON: We 

I cannot -- well ,  1 guess t h e  

made by Commi s s i  oner Pal ecki . 
t h e  motjon. 

CHAIRMAN JABER: okay. 

1, Madam cha i  rman, 

mot ion has been 

1 cannot second 

COMMISSIONER DEASON: Because I b e l i e v e  -- 

fundamental ly,  I b e l i e v e  t h a t  t h e  record does 

support  an adjustment,  t h e  concept t h a t  t h e r e  
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should be an adjustment,  based upon t h e  way wal l  

S t r e e t  o r  t h e  r a t i n g  agencies l o o k  a t  i t  now. 

whether we agree w i t h  t h a t  o r  n o t ,  t h a t ' s  t h e  

way they  l o o k  a t  i t . There i s  test imony i n  t h e  

record t h a t  these p a r t i c u l a r  c o n t r a c t s  would be 

g i ven  a we igh t i ng  f a c t o r  of somewhere between 60 

t o  40%. I t h i n k  t h a t ' s  b a s i c a l l y  un re fu ted ,  i n  

my op in ion .  SO I t h i n k  t h a t  t h e  record does 

support  an adjustment.  

NOW, I C "  n o t  comfor tab le coming o u t  w i t h  a 

p a r t i c u l a r  amount. And f o r c e d  t o  do so,  1 

would. I b e l i e v e  t h a t  g i v e n  t h e  record t h a t  we 

have t h a t  t h e  b e s t  a l t e r n a t i v e  i s  t h e  40% 

f a c t o r .  

COMMISSIONER BRADLEY: What's t h e  number? 

COMMISSIONER DEASON: But I wish the reco rd  

had been more complete on some o f  t h e  m i t i g a t i n g  

f a c t o r s .  

COMMISSIONER BAEZ: 40%. 

COMMISSIONER BRADLEY: 40%? 

COMMISSIONER DEASON: It's a w e i g h t i n g  o f  

40%. I n  o t h e r  words, as I understand i t ,  t h a t  

t h e  f i x e d  payments under these c o n t r a c t s ,  t h a t  

40% o f  t h a t  amount would be considered a debt  

o b l i g a t i o n .  I t  would be imputed i n t o  t h e  

ACCURATE STENOTYPE REPORTERS, I N C .  



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

2 3  

24 

2 5  

158 

c a p i t a l  s t r u c t u r e  as such, and then  t h e r e  has t o  

be an e q u a l i z a t i o n  o f  t h e  c a p i t a l  s t r u c t u r e  so 

t h a t  i t  mainta ins i t s  e q u i t y - t o - d e b t  r a t i o .  And 

t h e r e ' s  a c o s t  assoc ia ted  w i t h  t h a t ,  and t h a t  

c o s t  has t o  be imputed t o  t h e  b i d  p r i c e  o f  t h a t  

p a r t i  c u l  a r  c o n t r a c t .  

NOW, I may be o v e r s i m p l i f y i n g  i t ,  b u t  1 

t h i  nk t h a t  i n essence, t h a t  ' s basi  c a l l  y what 

happens. 

I t h i n k  t h a t  t h e  record does suppor t  an 

adjustment,  so I cannot suppor t  a mot ion t h a t  

says t h a t  t h e  record does n o t  suppor t  an 

adjustment.  

CHAIRMAN JABER: Okay. Then t h a t  i s  a very  

b i g  d i f f e r e n c e .  

And Commissioner p a l e c k i ,  I know you were 

making a motion c o n s i s t e n t  w i t h  what I s a i d .  

Since we have t h a t  b i g  d i f f e r e n c e  then,  1 have 

t o  t e l l  you, I was prepared t o  accept s t a f f ' s  

recommendation. so l e t ' s  throw o u t  a mot jon,  

and l e t ' s  j u s t  -- 

COMMISSIONER DEASON: There i s  a mot ion,  

and i t  may be seconded, b u t  I j u s t  f e l t  

compelled a t  l e a s t  -- 

CHAIRMAN JABER: R i g h t .  
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COMMISSIONER DEASON: -- so nobody would be 

s u r p r i s e d  where I am. 

COMMISSIONER BRADLEY: And b e f o r e  we second 

t h e  mot ion,  if t h e r e  i s  going t o  be a second, I 

would agree w i  t h  Commi s s i  oner Deason. 

i s  f a c t  r i g h t  now, and u n t i l  t h e  c u l t u r e  does 

change, then I t h i n k  t h a t  an e q u i t y  p e n a l t y  i s  

j u s t i  f i  ed . 

Real i t y  

CHAIRMAN JABER: Okay. Commissioner 

P a l  eck i  ? 

COMMISSIONER BRADLEY: I have to accept 

r e a l  i t y  . 
COMMISSIONER PALECKI:  I Waul d mai n t a i  n my 

i n i t i a l  mot ion t h a t  was c o n s i s t e n t  w i t h  t h e  

statement made by chairman Jaber. 

CHAIRMAN JABER: which i s  r e a l l y  t o  accept 

s t a f f ' s  recommendation. 

T e l l  me -- Martha, you j u s t  s a i d  e v e r y t h i n g  

I s a i d  was i n  t h e  recommendation. I t h i n k  t h e  

d i f f e r e n c e  is -- 

MS. BROWN: I t h i n k  I s a i d  i t  was i n  t h e  

record.  

CHAIRMAN JABER: oh, i n  t h e  record.  Thank 

you. 

MS. BROWN: N o t  i n  t h e  recommendation. 
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There is a l o t  i n  t he  reco rd .  w e l l ,  t h e r e  i s  

some i n d i c a t i o n  i n  t h e  reco rd ,  d i s c u s s i o n  i n  t h e  

record about t h e  Commi s s i  on ' s  f i  r s t  case, t he  

Hines 1 case where -- 

CHAIRMAN JABER: And t h e  c lauses.  

MS.  BROWN: Yes. And t h e r e  a r e  some good 

quotes i n  t h e r e  from M r .  Maurey's tes t imony  

about t h e  use o f  purchased power c o n t r a c t s  and 

how r a t i n g  agencies v iew them and t h a t  t h e y  a r e  

l e g i t i m a t e  t o  some e x t e n t .  That  cou ld  be used. 

And then t h e r e  i s  more i n  t h e  reco rd  about how 

t h e  r a t i n g  agencies v iew d i f f e r e n t  r e g u l a t o r y  

bodies and t h e i r  performance over t i m e  and t h e  

consi  stency and suppor t  o f  dec i  si ons. And 

clauses a r e  mentioned i n  t h e r e  as w e l l ,  and I 

was going t o  l o o k  t h e r e  f o r  some o f  what you 

were l o o k i n g  f o r .  

CHAIRMAN JABER: Commi s s i  oner Baez, i t ' s 

go ing t o  be up t o  you t o  make a second t o  t h e  

mot ion.  L e t  me j u s t  t e l l  you -- 

COMMISSIONER BAEZ: Can you r e s t a t e  i t  f o r  

me, please? 

CHAIRMAN IABER:  Y e s .  And f o r  your 

b e n e f i t ,  l e t  me t e l l  you, Commissioner Deason 

convinced me on r e l y i n g  on what o t h e r  s t a t e s  
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do. Abso lu te l y ,  i f  what o t h e r  s t a t e s  do i s  i n  

t h e  record and complete ly  explored,  t h a t  would 

be  good guidance, b u t  I t h i n k  t h e  Commissioner 

made an e x c e l l e n t  p o i n t  about i t  n o t  be ing r i g h t  

t o  i n c l u d e  i t  i n  something we' re  go ing t o  

automati cal l y  l o o k  a t .  

w i t h  respect  t o  t h e  downgrade, I t h i n k  t h a t  

f rom my standpoi  n t  , t h a t  Is i 11 u s t  r a t i  ve , n o t  

n e c e s s a r i l y  t h e  t e l l - a l l  . So r d o n ' t  know how 

-- i f  you a l l  want t o  work t h a t  i n t o  your 

mot ion,  o r  t h e  d i s c u s s i o n  a t  l e a s t .  

B u t  t o  r e s t a t e  i t , i t  was t h a t  I would want 

t h e  o rde r  t o  a r t i c u l a t e  t h a t  t h e r e  was a 

s i g n i f i c a n t  amount o f  t es t imony  i n  t h e  reco rd  -- 

basi  c a l l  y ,  i t  I s staff's recommendat-i on w i  t h  t h e  

except ions I j u s t  i n d i  cated. 

COMMISSIONER BAEZ: With t h e  except ions 

being t h a t  one was a p p r o p r i a t e  o r  n o t  -in t h i s  

case? 

CHAIRMAN JABER: R i g h t ,  and -- 

COMMISSIONER BAEZ: See, because I'm n o t  

convinced t h a t  we need t o  reach t h a t  d e c i s i o n .  

I ' m  no t ' ave rse  t o  sending t h e  messages t o  t h e  -- 

you know, t o  expose o u r  views and how we b e l i e v e  

t h a t  t h e y  should be t r e a t e d  and how we may be 
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t r e a t i n g  i t  i n  t h e  f u t u r e ,  and indeed, how t h e y  

have t o  be p a r t  o f  a broader c o n s i d e r a t i o n .  

The t r o u b l e  I ' m  having, again,  going back 

t o  something t h a t  Commissioner Deason has s a i d ,  

i s ,  where do you draw a l i n e ?  I mean, a l o t  o f  

t h e  work t h a t  we do here i s  based on snapshots, 

w i t h  some k i n d  o f ,  you know, eye Towards t h e  

f u t u r e .  But we have t o  deal w i t h  what t h e  

r e a l i t y  i s  now. One o f  those  r e a l i t i e s  i s  t h a t  

t h e  market t r e a t s  these c o n t r a c t s  as i t  does, 

and we need t o  address t h a t .  B u t  a r e a l i t y  a lso  

has t o  be present  i n  t h e  f a c t  t h a t  t h e r e  i s  

go ing t o  be an adjustment o r  t h e r e  i s n ' t .  

SO ~ ' m  not  sure  how my f e e l i n g s  on i t  f i t  

i n t o  t h e  mot ion t h a t  y o u ' r e  suggest ing,  and i f  

you can show me where i t  does, I would be happy 

t o  make i t .  

CHAIRMAN JABER: I d o n ' t  know, and I 

c e r t a i n l y  d o n ' t  mind seconding t h e  mot ion.  B u t  

my understandi  ng, Commi s s i o n e r  P a l  e c k i  , o f  what 

you agreed t o ,  what I wanted t o  accomplish i s  a 

f i n d i n g  t h a t  t h i s  reco rd  d i d  n o t  suppor t  

i n c l u d i n g  an e q u i t y  adjustment,  b u t  t h a t  t h e r e  

was s i  gn i  f i  cant  t es t imony  i n d i  c a t i  ng t h a t  r a t i  ng 

agencies consider  i t  t o  be a r e a l  c o s t  and an 
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of f -ba lance-sheet  debt .  The PSC does n o t  

b e l i e v e  t h a t  purchased power agreements should 

be t r e a t e d  as such, and t h a t  t h e  a p p l i c a t i o n  o f  

t h e  e q u i t y  adjustment would be resolved on a 

case-by-case b a s i s .  

Looking a t  t h r e e  o f  t h e  t h i n g s  t h a t  a r e  

a r t i c u l a t e d  on page 5 5 ,  whether t h e r e  w i l l  be a 

downgrade -- and again,  n o t  any one i n  my mind 

i s  more s i g n i f i c a n t  t han  t h e  o t h e r ,  b u t  j u s t  

i l l u s t r a t i v e  o f  what we m igh t  be l o o k i n g  a t ,  

a c t u a l l y ,  two o f  t h e  t h i n g s ,  and then  whether 

t h e r e  a r e  b e n e f i t s  o r  de t r imen ts  t o  t h e  

consumer. And that's i t .  

Commissioner p a l e c k i ,  d i d  I f o r g e t  

a n y t h i  ng? 

COMMISSIONER PALECKI:  J u s t  t o  be on t h e  

sa fe  s ide ,  I would modi fy  my mot ion t o  be 

c o n s i s t e n t  w i t h  t h e  Chai rman's statement.  

CHAIRMAN JABER: And h o n e s t l y ,  i f  you a11 

keep making me repeat  i t ,  i t ' s  go ing t o  change 

every t i me. 

COMMISSIONER BAEZ: Maybe it w i l l  change t o  

one --  

CHAIRMAN JABER: Maybe we need a break and 

l e t  me g e t  some medicine. 
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COMMISSIONER BAEZ: No, you don't want t h e  

NyQui 1 t a l  k i  ng . 
COMMISSIONER DEASON: S o  the  gavel has 

been passed. We do have a mot ion -- 

CHAIRMAN 3ABER: second. 

COMMISSIONER DEASON: A mot ion and a 

second. ~ l l  those i n  f a v o r  o f  t h e  mot ion say 

aye. 

COMMISSIONER PALECKI: Aye. 

CHAIRMAN ~ A B E R :  Aye. 

COMMISSIONER DEASON: A l l  those opposed say 

nay. 

COMMISSIONER BRADLEY: N a y .  

COMMISSIONER DEASON: N a y .  I ' m  s o r r y ,  

Commi s s i  oner Baez. 

CHAIRMAN JABER: N a y .  

COMMISSIONER BAEZ: N a y .  

COMMISSIONER DEASON: okay. The mo t ion  

f a i l s ,  and 1 w i l l  pass t h e  gavel  back. 

CHAIRMAN JABER: And w e ' r e  l o o k i n g  f o r  a 

new mot ion. 

COMMISSIONER BAEZ:  okay. I ' m  back t o  n o t  

-- see, /I can't comp le te l y  agree w i t h  t h e  f a c t  

t h a t  one i s  a p p r o p r i a t e ,  based on t h e  premise 

t h a t  t h e  record on l y  suppor ts  an adjustment o f  
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t h a t  magnitude, w i  t h o u t  havi  ng f u l l  y consi  dered 

i t .  I'm n o t  w i l l i n g  -- where we're always 

w i l l i n g  to say, "YOU know what? T h i s  i s  t h e  

o n l y  t h i n g  t h a t  was i n  t h e  record,  and t h i s  is 

what we have t o  go w i t h ,  and i t  was unopposed," 

~ ' m  n o t  comfor tab le do ing t h a t  i n  t h i s  sense, 

because I do b e l i e v e  i t  d i d  have some 

considerable e f f e c t ,  n o t  an u l t i m a t e  e f f e c t .  

r don't t h i n k  i t  changes n e c e s s a r i l y  t h e  

number, t h e  abso lu te  c o s t - e f f i c i e n c y ,  b u t  t h e r e  

i s  a p a r t i c u l a r  -- you know, t h e r e ' s  a b i g  

percentage o f  d iscrepancy between t h e  numbers 

which I guess w e ' l l  d iscuss l a t e r .  So ~ ' m  

uncomfortable say ing that 40 was i t ,  which i s  

why -- you know, t h e  f a c t  t h a t  -- maybe one 

might  have been necessary. w e ' r e  j u s t  not ready 

-- ~ ' m  not ready to accept 40 as t h e  number. I 

guess t h a t ' s  where I am, and I c a n ' t  g e t  o f f  

t h a t .  

COMMISSIONER DEASON: Wel l ,  why c a n ' t  we 

say something t o  t h e  e f f e c t  t h a t  we cons ide r  t h e  

debt i m p u t a t i o n  t o  be a l e g i t i m a t e  c o s t  because 

i t  i s  t r e a t e d  such by t h e  r a t i n g  agencies,  we 

f i n d  t h a t  making a s p e c i f i c  ad justment  i n  t h i s  

case i s  n o t  necessary because o f  t h e  
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c o s t - e f f e c t i v e n e s s  as i t  e x i s t s  i n  t h i s  case, 

and we do n o t  make an adjustment f o r  t h a t  

reason, and p r e t t y  much leave  i t  a t  t h a t ?  But  I 

t h i n k  t h e r e  needs t o  be a statement and p u t  

everyone on n o t i c e  t h a t  we consider  i t  a 

1 e g i  t i m a t e  c o s t  because t h e  r a t i  ng agencies 

consider  i t  a l e g i t i m a t e  c o s t .  

COMMISSIONER BAEZ: And I ' m  comfo r tab le  

w i t h  cons ide r ing  i t  a l e g i t i m a t e  c o s t ,  you know, 

subjec t  t o  --  1 mean, I ' v e  g o t  t o  hear 

something. There has t o  be some s i g n a l  t h a t  i t  

i s  go ing t o  happen. 

I t h i n k  t h a t  these k i n d s  o f  -- we have seen 

i n  t h i s  example i n  p a r t i c u l a r  t h a t  i t  can 

account f o r  a l o t  o f  t h e  c o s t - e f f i c i e n c y  o f  a 

p a r t i c u l a r  proposal ,  n o t  a l l  o f  i t ,  b u t  a good 

p o r t i o n  o f  i t .  And 1 t h i n k  t h a t  i t  has t o  be 

something more than accep t ing  i t  on f a i t h  t h a t  

one w i l l  occur,  where we can p r e t t y  much -- and 

I had a ques t i on  f o r  s t a f f .  

1 mean, a r e  t h e s e  t h i n g s  l i k e  sca lab le?  

There 's  no way t o  know i n  advance whether y o u ' r e  

b rush ing  up a g a i n s t  a s i t u a t i o n  -- and I'm 

assuming t h a t ' s  what you t r i e d  t o  do here ,  b u t  

t h e r e ' s  no way t o  know i n  advance as t o  whether 
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a p a r t i c u l a r  proposal a c e r t a i n  way i s  go ing  t o  

cause t h e  company t o  brush up a g a i n s t ,  you know, 

some r e a c t i o n  by wall St ree t?  I can't -- I ' m  

n o t  smart enough on those ma t te rs  t o  t e l l  you, 

you know, that's something t h a t  anybody should 

know wa lk ing  i n t o  i t ,  you know, t h a t  t h e r e ' s  

enough -- 

MR. LESTER: I b e l i e v e  t h e r e  would be a way 

o f  eva lua t i ng ,  you know, a proposed purchase 

power agreement t o  determine t h e  balance sheet  

impact , t h e  f i  nanci a1 i mpact . 
COMMISSIONER BAEZ: According t o  a 

methodology? 

MR. LESTER: Y e s .  

COMMISSIONER BAEZ: And a combinat ion o f  

s u c h  and so on, even perhaps how i t ' s  go ing  t o  

leave them f o r  t h e  n e x t  -- even perhaps i n  

c o n t r a s t  o r  i n  c o n j u n c t i o n  w i t h  any f u t u r e  

a d d i t i o n s  on a ten-year  s i t e  p lan? I mean, even 

those c a l c u l a t i o n s  can be done; c o r r e c t ?  

MR. LESTER: They could probab ly  be done. 

That would be more uncer ta in ,  i n  my o p i n i o n .  

COMMISSIONER BAEZ: understood. 

MR. LESTER: Jus t  because o f  t h e  es t ima te ,  

you know. 
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COMMISSIONER BAEZ: O f  course. See, I -- 
you know, I c a n ' t  go t h e  l e n g t h  o f  say ing one i s  

app rop r ia te  i n  a71 ins tances  as a m a t t e r  o f  

course w i t h o u t  knowing t h a t  i t ' s  go ing to happen 

o r  n o t .  

CHAIRMAN JABER: Commissioner Deason, l e t  

me ask you a q u e s t i o n  based on something you 

s a i d .  A c t u a l l y ,  I guess i t ' s  a ques t i on  t o  

s t a f f .  

Cornmi s s i  oner DeaSon i n a r t i  cul a t i  ng t h e  

p o s i t i o n  s a i d  we're n o t  making an adjustment.  

we ' re  n o t  making t h e  adjustment.  The company 

made t h e  adjustment.  We're f i n d i n g  -- we would 

be f i n d i n g  t h a t  i t  wasn' t  a p p r o p r i a t e  i n  t h e  

e v a l u a t i o n  process; r i g h t ?  The f a c t  i s ,  t h e  

adjustment d o e s n ' t  r e a l l y  g e t  made u n t i l  when? 

COMMISSIONER BAEZ: U n t i  1 t h e  e v a l u a t i o n .  

MR. H A R R I S :  I n  t h i s  process, I believe i t  

was t h e  t h i r d  s tage o f  t h e  e v a l u a t i o n ,  i f  I 

r e c a l l  c o r r e c t l y .  The f i r s t  stage was t h e  c o s t ,  

t h e  second was t r a n s m i s s i o n  i n t e g r a t i o n ,  and t h e  

t h i  r d  was t h e  e q u i t y  p e n a l t y ,  so i t  would have 

been a T h i r d  t i e r ,  i f  I r e c a l l  t h e  reco rd  

co r r e  c t l  y . 
CHAIRMAN JABER: But  i t ' s  an adjustment t h e  
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company makes i n  e v a l u a t i n g  b i d s .  

MR. HARRIS:  They d i d  make t h a t  i n  t h e  b i d  

eval u a t i  on, yes. 

CHAIRMAN 7ABER: Okay. So t h e  r e s u l t  o f  

t h i s  recommendation i s  a f t e r  t h e  f a c t ,  we t a k e  a 

l o o k  a t  t h e  e v a l u a t i o n  process, and we say i t  

was i n a p p r o p r i a t e  f o r  you t o  consider  an e q u i t y  

adjustment i n  t h i s  case f o r  t h e  f o l l o w i n g  

reasons. 

MR. HARRIS :  That  was s t a f f ' s  

recommendation, I b e l  i eve. 

CHAIRMAN 3ABER: okay. I ' m  s o r r y .  I j u s t  

needed t h a t  s a n i t y  check. 

COMMISSIONER PALECKI: I'm n o t  sure how 

much we a17 d i sag ree  w i t h  each o t h e r .  1 

c e r t a i n l y  b e l i e v e  t h a t  t h e  a d d i t i o n a l  r i s k  t h a t  

w a l l  S t r e e t  imputes when a company en te rs  i n t o  a 

purchased power agreement i s  something t h a t  we 

s h o u l d  consider .  

COMMISSIONER BAEZ: Agreed. 

COMMISSIONER PALECKI :  I a l s o  t h i n k  t h a t  i n  

each case, we should cons ide r  any o f f s e t t i n g  

b e n e f i t s  o f  buy ing power t h a t  w a l l  S t r e e t  m igh t  

cons ider .  1 t h i n k  t h i s  Commission should a l s o  

determine and cons ide r  whether o r  n o t  our  
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exemplary h i s t o r y  o f  a l l o w i n g  these cos ts  t o  be 

passed through through our  c lauses should a l s o  

be considered and whether t h a t ' s  something w a l l  

S t r e e t  might  t a k e  i n t o  c o n s i d e r a t i o n .  And 1 

b e l i e v e  these should a l l  be considered on a 

case-by-case b a s i s .  And I'm n o t  u n w i l l i n g  t o  

send o u t  t h a t  s i g n a l  today by our vo te .  

what I am u n w i l l i n g  t o  send o u t  i s  t o  say 

t h a t  t h e  exe rc i se  o f  a c e r t a i n  p e r c e n t i l e  i n  t h e  

RFP process and p e n a l i z i n g  some o f  t h e  

proposals,  o r  a l l  o f  t h e  proposals ,  was 

approp r ia te  here. SO I guess i t ' s  n o t  t h e  

c o n s i d e r a t i o n  o f  the e q u i t y  p e n a l t y  t h a t  I have 

a problem w i t h .  It's t h e  e x e r c i s e  o f  t h e  

p e n a l t y  i n  t h i s  RFP process t h a t  I have a 

problem w i t h .  

CHAIRMAN JABER: And, Commi s s i  oner Baez, 

t h a t ' s  what you've been a r t i c u l a t i n g ;  r i g h t ?  

COMMISSIONER BAEZ: I n  a manner o f  

speaking, yes. And I t h i n k  t h a t  t h e  way t h a t  -- 

t he  s o l  u t i  on t h a t  Commi s s i  oner Deason proposed, 

which i s ,  you know, we d o n ' t  make one here,  we 

recognize t h a t  i t  ' s approp r i  a t e  f o r  

cons ide ra t i on ,  and i t ' s  up t o  us t o  dec ide 

whether t h e  appl i c a t i o n  i s a p p r o p r i a t e .  You 
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know, i t  wasn' t  necessary, o r  I d o n ' t  know what 

word you use, b u t  i t  wasn ' t  -- i t ' s  n o t  a p p l i e d  

here, o r  i t  s h o u l d n ' t  have been a p p l i e d .  I 

d o n ' t  know what t h e  term i s  w i t h o u t  be ing  

p e j o r a t i v e  t o  t h e  company. But  i n  essence, what 

we' re  doing i s ,  we ' re  n o t  accep t ing  i t  f o r  

purposes o f  eval  u a t i  on. 

CHAIRMAN JABER: We l l ,  one o f  t h e  t h r e e  of 

you needs t o  make a mot ion then .  

COMMISSIONER BAEZ: And I would move t h a t  

we acknowledge t h e  approp r i  ateness of 

cons ide r ing  impact on cos t  o f  c a p i t a l  by t h e  

e v a l u a t i n g  u t i l i t y ,  a n d  t h a t  we a l s o  recognize 

t h a t  ou r  e v a l u a t i o n  does n o t  acknowledge t h e  

a p p l i c a t i o n  o f  i t  i n  t h i s  case, t h e  a p p l i c a t i o n  

of a p e n a l t y  i n  t h i s  case. 

COMMISSIONER BRADLEY: Say t h a t  again,  t h e  

second statement.  

COMMISSIONER BAEZ: That i n  t h i s  case, t h e  

Commi s s i  on doesn ' t  acknowl edge t h e  -- f o r  

purposes o f  our e v a l u a t i o n ,  we ' re  n o t  

recogni z i  ng t h e  appl  i c a t i o n  o f  t h e  e q u i t y  

ad j us tment . 
COMMISSIONER DEASON: I t h i n k  t h a t  begs t h e  

ques t i on ,  because why? I f  you - ind icate t h a t  
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t h e r e  i s  -- you recognize t h a t  t h e r e  i s  an 

impact on c o s t  o f  c a p i t a l ,  why a r e  you n o t  

a p p l y i n g  i t ?  

COMMISSIONER BAEZ: what I s a i d  was t h a t  

i t  ' s a proper c o n s i d e r a t i o n .  

COMMISSIONER DEASON: Oh, i t ' s  

consi  de r a t i  on. 

COMMISSIONER BAEZ: Again, I ' m  

s a i d  be fo re ,  I ' m  n o t  ready t o  go so 

say i t  was d e f i n i t e l y  impac t ing  o r  

a proper  

n o t  -- 
f a r  as 

as r 
t o  

t W O U l G  

d e f i n i t e l y  impact i n  t h i s  case. I ' m  n o t  

convinced. 

COMMISSIONER DEASON: I understand. So 

y o u ' r e  n o t  convinced t h a t  i t  would have an 

adverse impact upon t h e  company's c o s t  o f  

c a p i t a l  . 
COMMISSIONER BAEZ: And c e r t a i n l y  n o t  a t  

40 -- you know, n o t  requi  r i n g  40%. AS I sa id ,  

I ' m  n o t  comfor tab le w i t h  t h a t  number. so i f  I 

c a n ' t  be comfor tab le w i t h  t h e  only number i n  

record,  where does t h a t  l eave  me? I ' m  

comfor tab le w i t h  n o t  recogni  z i  ng i t .  

COMMISSIONER PALECKI:  I second t h e  mot ion.  

CHAIRMAN JABER: There has been a mot ion 

and a second t o  mod i f y  s t a f f ' s  recommendation 
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w i t h  regard t o  I s s u e  1 2  made by Commissioner 

Baez. Go back t o  t h e  t r a n s c r i p t  and read i t .  

A l l  those i n  f a v o r  say aye. 

(Simultaneous a f f i r m a t i v e  responses.) 

CHAIRMAN JABER: opposed, nay. 

COMMISSIONER DEASON: N a y .  

COMMISSIONER BRADLEY: Nay. 

CHAIRMAN JABER: Okay. The mo t ion  on Issue 

1 2  passes, three- two vo te .  

I ' v e  g o t  t o  t a k e  a ten-minute break. 

So r ry .  

( sho r t  recess .> 
CHAIRMAN JABER: Let's g e t  back on t h e  

record,  and we a r e  on Issue 13. 

COMMISSIONER P A L E C K I :  I can move s t a f f .  

CHAIRMAN JABER: Thank you. There has been 

a mot ion t o  approve s t a f f  on I s s u e  1 3 .  

The o n l y  t h i n g ,  s t a f f ,  I would ask t h a t  you 

d iscuss f u r t h e r ,  go ing back t o  t h e  reco rd  i n  

regard t o  t h e  b e n e f i t s  assoc ia ted  w i t h  t h e  

o f f - sys tem sa les .  

No, t h a t ' s  t h e  nex t  i s s u e .  I ' m  s o r r y .  No, 

i t  i s .  I1-t i s .  

MR.  HAFF: Yes. Th i s  i s s u e  i s  t r a n s m i s s i o n  

i n t e g r a t i  on. 
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CHAIRMAN JABER: Okay. where i s  t h e  

d i scuss ion  on -- 

MR. HAFF: Page 61, Madam chairman. 

CHAIRMAN JABER: Yes. Page 61, t h a t ' s  

Issue 14, i s n ' t  i t? 

MR. HAFF: Yes. 

CHAIRMAN JABER: okay. There has been a 

mot ion and a second on I s s u e  1 3 .  ~ l l  those i n  

f a v o r  say aye. 

(Simultaneous a f f i  rma t i ve  responses .>  
CHAIRMAN JABER: Issue 1 3  i s  approved. 

On Issue 14, I don't have a ques t i on .  M y  

request,  though, i s  t h a t  t h a t  s e c t i o n ,  because 1 

know t h e r e  was more tes t imony  than  t h i s ,  staff, 

t h a t  r e a l l y  needs t o  be f l e s h e d  o u t .  

MR. HAFF:  There was a d i s c u s s i o n  t h a t  t h e  

p o t e n t i a l  c o s t - b e n e f i t  t o  t h e  customer o f  

o f f -system sa les ,  t h a t  FPL d i d  n o t  model t h a t  i n  

i t s  base case. The assumption o r  I guess t h e  

impress ion t h a t  FPL gave was t h a t  i f  t h e y  had 

somehow modeled revenues f rom o f f - sys tem sa l e s ,  

t h a t  i t  would o n l y  b e n e f i t  t h e  customer more, 

b u t  t h a t  FPL d i d  n o t  c a r r y  o u t  t h a t  c a l c u l a t i o n .  

My understanding is t h a t  M r .  T a y l o r ,  t h e i  r 

c o n s u l t a n t ,  d i d  a s e n s i t i v i t y  o f f  some l i m i t e d  
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amount o f  o f f - sys tem sa les  revenue. T h i s  was 

s imply  j u s t  n o t i n g  t h a t  t h e r e  a r e  o t h e r  i t ems  

t h a t  may b e n e f i t  t h e  FPL proposal t h a t  weren ' t  

p a r t  o f  t h e  c o s t - e f f e c t i v e n e s s  c a l c u l a t i o n  i n  

t h i s  case. 

CHAIRMAN JABER: Was it Avers? I d o n ' t  

r e c a l l  whose tes t imony  i t  i s ,  b u t  t h e r e  was 

test imony w i t h  respec t  t o  t h e  e f f i c i e n c i e s  and 

t h e  savings assoc ia ted  w i t h  b r i n g i n g  M a r t i n  8 

on, and s i g n i f i c a n t  d i s c u s s i o n  r e l a t e d  t o ,  you 

know, any th ing  over  t h e  1 5  megawatts p r i m a r i l y  

w i l l  i n u r e  t o  t h e  b e n e f i t  o f  t h e  ratepayers 

because t h a t  i s  s u b j e c t  t o  t h e  o f f - sys tem 

sales.  who t e s t i f i e d  t o  t h a t ?  

MR. HAFF: Tha t  m igh t  have been D r .  S i m ,  

o r  it may have been M r .  S i l v a ,  b u t  t h e r e  was no 

quan t i  f i  c a t i o n  o f  p o t e n t i  a1 b e n e f i t s  t o  FP&L' s 

customers, 50 I d i d n ' t  -- you know, t h a t ' s  why 

t h e r e ' s  no number here,  i f  you w i l l .  

CHAIRMAN JABER: I understand t h a t ,  b u t  

t h e  f a c t  that t h e r e  a r e  b e n e f i t s ,  and t h a t  can 

be t i e d  t o  t h e  a p p l i c a t i o n  o f  M a r t i n  8 coming on 

l i n e  i n  ,p repara t i on  f o r  t h e  need t h a t ' s  requi  red  

f o r  2006, I t h i n k  i s  s i g n i f i c a n t  t o  i n c l u d e  i n  

t h e  order .  Even i n  you c a n ' t  q u a n t i f y  t h e  
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b e n e f i t s  , t h e y '  r e  c e r t a i  n l  y qual i t a t i  ve. 

MR. HAFF: Oh, sure,  sure.  

CHAIRMAN JABER: For me, t h a t  was -- and i t  

goes back t o  what I s a i d  e a r l i e r .  I t ' s  n o t  so 

much o f  a reserve margin i s s u e  f o r  me. I t  was 

r e a l l y  t h e  b i g g e r  comprehensive a n a l y s i s  of t h e  

b e n e f i t s  t h a t  t h e  customers rece ive ,  and t h a t  

was one of them. 

MR. HAFF: Okay. 

CHAIRMAN JABER: Commissioners, I hope you 

agree w i t h  t h a t .  

MR. HAFF: Yes. 

COMMISSIONER BRADLEY: I ' m  go ing t o  p u t  

s t a f f  on t h e  spot .  so i s  t h a t  a yes o r  a no? 

MR. HAFF: That we w i l l  p u t  i t  i n  t h e  

order? Yes.  

M S .  BROWN: That was a yes. 

MR. HAFF: That  was a y e s .  

CHAIRMAN JABER: I'm s o r r y .  

MR. HAFF: W e l l ,  t h e  a t t o r n e y s  w i l l  p u t  i t  

i n  t h e  o rder .  

CHAIRMAN 7ABER: okay. Is t h e r e  a mot ion 

f o r  Issue 14? 

COMMISSIONER DEASON: I move S t a f f  on 

Issues 14 and 15. 
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COMMISSIONER BRADLEY: second. 

CHAIRMAN JABER: And 1 5 .  There has been a 

mot ion t o  approve s t a f f  on Issues 14  and 1 5 .  

A l l  t hose  i n  f a v o r  s a y  a y e .  

(simultaneous a f f i  rma t i ve  responses.) 

CHAIRMAN IABER:  Issues 14 and 1 5  are  

approved. Issue 16.  

COMMISSIONER DEASON: I can move s t a f f  on 

Issues 1 6  and 17.  

COMMISSIONER BRADLEY: second. 

CHAIRMAN JABER: There has been a mot ion 

and second t o  approve s t a f f  on I s s u e  16, ~ l l  

those i n  f a v o r  say aye. 

(Simultaneous a f f i  rma t i ve  responses.) 

CHAIRMAN 3ABER: Issue 16  i s  approved. I ' m  

s o r r y .  

COMMISSIONER DEASON: I moved 1 6  and 1 7 ,  

b u t  we can do i t  separa te l y .  

CHAIRMAN JABER: Thank you. A l l  those i n  

f a v o r  o f  approving s t a f f  on I s s u e  17  say aye. 

(simultaneous a f f i  rma t i ve  responses .) 

CHAIRMAN JABER: I s s u e  1 7  i s  approved. And 

I s s u e  18, Commissioner Deason, you don't have 

any problems w i t h  closi  ng t h i  s docket? 

COMMISSIONER DEASON: No. I move s t a f f .  
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COMMISSIONER BRADLEY: second. 

CHAIRMAN JABER: And a second. A l l  t h o s e  

i n  f a v o r  say aye. 

(simultaneous a f f i  r m a t i v e  responses .> 
CHAIRMAN 3ABER: Issue 1 8  i s  approved. 

Good work. 

MR. HARRIS: Thank you, Commj ss ione rs .  

COMMISSIONER DEASON: I want t o  compliment 

t h e  s t a f f  on t h e  q u a l i t y  o f  the recommendation 

and t h e  conciseness, t o  t h e  po i  n t ,  accurate,  

r e l e v a n t  d iscuss ion.  Maybe you can show t h e  

te lephone people how t o  w r i t e  such a 

recommendation. 

CHAIRMAN JABER: Wel l ,  j u s t  W a l t e r ,  don't 

you t h i n k ?  

COMMISSIONER DEASON: Yes .  

MR. HAFF: Thank you. 

(conc lus ion o f  c o n s i d e r a t i o n  o f  Item 7.)  
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