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1 Q: Pl- .tate your na.a, oocupaticm, and business address. 

2 A: My tull name is Robert Scheffel Wright. I am employed as Vice 

3 Preaident and Principal Consultant with the consulting firm, 

4 West Park Group, Inc. '!he firm's business address is 501 West 

5 Tennessee street, Suite 0, Tallahassee, Florida 32308. I am 

6 also aployed as Resident Economist and Special consultant on 

7 regulatory and econcmic matters with the law firm of Wiggins & 

8 VUlacorta, Post Office Drawer 1657, Tallahassee, Florida 

9 32302. 

10 Q: Pl- describe your educational background and work 

11 ~-

12 A: For a thorough discussion of JJrt educational background and 

13 pertinent work experience, please see Appendix A, 

14 Qualiticati~~ of Robert Scheffel Wright. 

15 Q: -.t ia t:M papoae of your testiJaony in this proceeding? 
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1 A: I am testityirg on behalf of the Citizens of the State of 

2 Florida on the issues ( 1) whether the Commission should approve 

3 PPL' s propoaed purchase of Scherer Unit No. 4 , and ( 2) i f it 

4 does, what constraints it should impose on FPL's ability to 

5 recover revenue requirements associated with this generating 

6 unit. 

7 Q: Pleue briefly su.arlze your testi.many. 

8 A: The ca-ission should not approve FPL's proposed acquisition of 

9 Scherer Unit No. 4 at this time, for the following reasons: 

10 1. PPL has not submitted adequate contracts and 
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other documentation to enable the Commission to 

detemine what the actual costs associated with the 

purchase as a power supply option will be. 

Accordingly, the Commission lacks the necessary data 

to determine whether the proposed acquisition i s 

reasonable and prudent. 

2. PPL has not submitted any detailed data on other 

power supply options that it claims it considered in 

its p~s by which it determined that the Scherer 4 

purchase was the best, most cost-effective option for 

meeting its 1996 genera tion resource needs. 

Accordingly, the Commission lacks the necessary data 

to determine whether the Scherer 4 purchase is the 
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~ 't'BS'l'DIJNY OF ROBERT SC8EFF'KL WRIGRI' 

1 11110st cost-effective generation expansion alternative 

2 for meeting these needs. 

3 3. Camnission approval at this time would at least 

4 be unorthodox, and might not be based on sound 

5 authority. 

6 4. The "other benefits" recited by FPL as 

7 justifications for the purchase are in some cases 

8 questionable, and in other cases, it is doubtful that 

9 they are any different than the benefits that would 

10 accrue if FPL simply accepted Georgia Power's UPS 

11 offer. 

12 Additionally, if the Commission does decide to enter an 

13 order approving the proposed purchase, it should limit FPL' s 

14 allowed recovery of capital-related revenue requirements 

15 associated with Scherer Unit No. 4 to what FPL has represented 

16 they will be. 

17 Background 

18 Q: llav8 yau z::evi.afad tbe testJ..my of Florida Power & Light's 

19 Woody, oepero, Denis, waters, and Gower in this 

20 ..tt:.81:? 

21 A: Yes. 

22 Q: 

3 



1 A: FPL tiled its petition on September 28, 1990. On October 101 

2 1990, a case Assignment and Scheduling Record was issued that 

3 requires parties other than FPL to file tes timony on November 

4 21, 1990 and sets December 11, 12, and 13 as the dates for 

5 hearings in the case. 

6 Q: Baa tbis case sc:twJu}e affected the scope of the testimony that 

7 you are rUing today? 

8 A: Yes. 'l1le short time frames allO'Wed for preparation of testimony 

9 have •igniticantly limited the parties' abilities to conduct 

10 di.aoovery and to prepare testimony. The Staff and the Citizens 

11 have sent discovery, but the responses have not yet been 

12 received. conceptually 1 the schedule leaves us with the 

13 opportunity to point out shortcomings in FPL' s case and 

14 t .. timony, but without adequate opportunity to develop the data 

15 naadad to prepare our own affirmative cases before the test~ony 

16 is due. Accordingly, it may be necessary for me -- and, I would 

17 expect, for other witnesses as well -- to file supplemental 

18 testt.ony after we have had an adequate opportunity to conduct 

19 diacovery and review discovery materials . 

20 Q: Sliauld tbe o-1ssicm approve t:be p:r:q:lOSed acquisition of 

21 SdMirer u.rdt Ho. 4? 

4 
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1 A: At this time, I would recommend that the Connnission not approve 

2 the proposed acquisition for several reasons: 

3 1. 'Jhe Cammi as ion does not have before it any of the 
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actual contracts that will specify the actual costs, terms, 

and conditions of (a) the purchase, (b) the operation of the 

unit subsequent to the purchase, or (c) the transmission 

arrangements that will be necessary to accommodate delivery 

ot the purchased power. 

2. Because the data proffered by FPL are incomplete, it is 

nat possible to determine whether the Scherer 4 purchase is 

the most cost-effective alternative for FPL's general body of 

ratepayers. Although FPL's witnesses have made this claim in 

their testimony, they have not demonstrated actual facts to 

support their conclusion. 

3. It is doubtful that the Public Service Conunission has 

the authority to approve this purchase in advance, and, given 

that a Commission sitting today cannot bind future 

COIIIIIlissions, one has to wonder what possible meaning 

approval at this time would have. 

21 Q: Jlr. ~, you indicated that tbe Qwtission does not have 

22 berm:e it tba inforJII!ltian necessary to maJce a f'ul.ly informed 

23 decision on PPL'a petit.iao. P1ease explain. 
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1 A: In order to render a well-informed decision on the proposed 

2 Scherer 4 acquisition, the Commission needs two fundamental 

3 types of information and data: First, it needs the best 

4 possible data on the actual costs that would be incurred were 

5 PPL to go forward with the purchase. Secondly, the commission 

6 needs sound, meani.nqtul. comparative data on the alternatives 

7 available to FPL in order to determine whether the Scherer 4 

8 purcbaae is the most cost-effective alternative for FPL to meet 

9 its 1996 generation resource needs. 

10 Q: 

11 tbe actual coats or tbe SdaeJ:er 4 pu:c:base, and why the data FPL 

12 -- ... it:tad is insufficient. 

13 A: Natural~y, the Commission needs to know what the actual costs of 

14 buying, owning, and operating the unit will be. These data 

15 will only be lmown when all applicable contracts are available 

16 

17 

18 

19 

20 

21 

22 

for zaview. To assist the commission in this regard, FPL and 

Geo~ia PoWer could have negotiated and submitted b i nding 

ccmtracts, contingent upon obtaining their desired regulatory 

approvals; instead, they have submitted only a letter of intent 

that includes certain estimated cost data and that references 

certain yet-to-be-neqotiated "definitive agreements." These 

agreements must cover the purchase of Scherer 4 and associatt"d 
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1 facilities, transmission expansion and service, operation and 

2 maintenance of the unit, fuel supply, additional UPS sales, and 

3 assignments to FPL of same of JEA' s rights under the 1982 UPS 

4 contract. 

5 Q: tblt iDfcmation does tbe a-i ssion need regard.i.nq transmission 

6 ooata tbat .ust be i:b::w:xed in order to de1iver the power from 

7 this unit north of Macon, Georgia to PPL's load center in SOUth 

8 norida? 

9 A: Tbe Commission needs data regarding necessary additional 

10 facilities, the capital costs for FPL facilities, and the 

11 wheeling charges that PPL would have to pay to Georgia Power and 

12 JEA under the contemplated agreements. 

13 Q: Om you tell frca PPL's fllings what tbe total of these costs 

14 ua? 

15 A: No. FPL' s filings present only estimates of Georgia Power and 

16 J'EA wheeling charqes that FPL would incur as a result of the 

17 con~lated agreements . Mr. Waters has given a rough estimate 

18 of $180 million for the cost of 500 MW of new transmission 

19 interface capacity for FPL, and the fixed costs shown in his 

20 EXhibit Document 10 purport to include transmission revenue 

21 requirements, but it is impossible to tell how all of these fit 
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1 together, or to comprehend the bottom line total cost of 

2 transmission facilities and services necessary to deliver 

3 Scharer 4 power to FPL' s load centers. 

4 J:nr'rrMlte Dllta to Qetorp1m JIJetber the SCbeJ::er 4 ll!!rrt!.:!se 
5 ia m.•s Co&t-lftect.ive GeJierat1m Rmansion Al.temative 

6 Q: 

7 petiticn and t:.estmony are insufficient for dete.rmin.inq whether 

8 tbe IJEq»eBed SCberer 4 pacbase is tbe cost-effective generation 

9 

10 A: Basically, FPL has not provided the Commission with sufficient 

11 data to permit caaparison of availabl e alternatives. Besides 

12 the specific data needed to evaluate the costs inherent in, and 

13 necessitated by, the Scherer 4 purchase, the Conunission needs 

14 118aJli.ngtul, usable data rega.rcling the costs of the various 

15 alternatives available to FPL for meeting its 1996 generation 

16 ra.ource needs. All that FPL has proffered in this regard are 

17 tbe following: 

18 

19 

20 

21 

22 

23 

A. Mr. Denis's exhibits, which prese.nt (1) summary 

data on size and location of RFP respondents; ( 2) the 

RFP proposal evaluation criteria, with no explanation 

wbatao.ver ot the weights assi gned the criteria nor of 

the methodology used to compute each project's 

evaluation score; and (3) a graph that apparently 
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5 

depicts the scores of the thirteen highest ranked RFP 

proposals with no identification of the proposals thus 

ranked; and 

B. Mr. Waters's Exhibit Document 10, which presents 

gross sUJIIJrlary cost data for FPL' s IGCC unit, the 

6 Scherer 4 purchase, Georgia Power's UPS proposal from 

7 Scherer 4, and two cases -- with and without the 20 

8 percent risk factor - of QF power purchases under 

9 FPL's previous standard offer contract . 

10 Because of the non-specific and summary character, these data 

11 are insufficient to determine whether the Scherer 4 purchase is 

12 the most cost-effective generation expansion alternative 

13 available to FPL. 

14 Second, even the comparisons of generation options that 

15 were presented by FPL are insufficient because they consist of 

16 gross SUJIDDary data, and because FPL has not identified critical 

17 assumptions and input values. 

18 Further, the comparisons offered up by FPL's witnesses are 

19 ir.c::auplete. FPL has presented some aggregate-data comparisons 

20 of tbe Scherer 4 purchase against FPL • s own proposed next 

21 generatinq un "t, against the Scherer 4 UPS proposal, and against 

22 two outdated standard offer contract options. According to Mr. 

23 Danis, FPL conducted detailed evaluations of 33 RFP proposals. 

24 Because these, together with FPL's proposed IGCC unit and the 

9 



1 Sc:::b8ter 4 purchase, represent the universe of FPL's options to 

2 ..at its 1996 need, the Scherer 4 purchase should be evaluated 

3 against these options. FPL has furnished no specific data to 

4 tbe to enable it to conduct this comparative 

5 evaluation, nor has it fUrnished any specific information on its 

6 evaluation of the Scherer 4 UPS proposal against the other RFP 

7 responses. This evaluation must be performed before the 

8 COmmission can conclude that the Scherer 4 purchase is the cost-

9 effective alternative for FPL and its general body of 

10 ratepayers. 

11 Finally, it is not clear whether FPL has even subjected the 

12 Scberer 4 purchase to the same evaluation process to which it 

13 subjected the RFP proposals. 

14 Q: ot 1bat ai.c)nUicance is this last point, that FPL has perhaps 

15 DOt ~ectad tlle SdJerer 4 purcbase to the same process by 

16 wldcll it evaluated tbe RFP prq;xw;als? 

17 A: '1'bia may have tremendous significance. It raises crucial 

18 questions about the real costs of the Scherer 4 capacity, and it 

19 raises other important questions that demand answers. For 

20 exa1111ple, one cannot discern from FPL's petition and testimony 

21 vbetber FPL' a evaluation of the Scherer 4 purchase included 

22 subjecting this option to the "most severe penalties" that, 

10 



1 aocarding to Mr. Denis, FPL applied to RFP proposals for 

2 facilities located outside Florida. 

3 This could have a dramatic effect on costs. In its newly 

4 propcaed standard offer contract tariffs, FPL has proposed to 

5 apply an adjustment factor to Qualifying Facilities in parts of 

6 Florida and in all (or nearly all) of Georgia that would reduce 

7 their capacity payments by 25.1 percent from the amounts stated 

8 in the tariff and available to QFs located near FPL' s load 

9 center in South Florida. Given that this obviously represents 

10 PPL's most current thinking on the value of new generating 

11 resources in such locations, the commission should know whether 

12 a c:::cJIIII)arable adjustment has been applied to the Scherer 4 

13 purc::baM. Should Scherer 4 's raw generating unit cost of some 

14 $953 per kilowatt be derated by this adjustment factor? If so, 

15 this would indicate that the equivalent or comparable value of a 

16 generating facility in South Florida would be nearly $1,275 per 

17 kW. (If FPL's avoided unit were located in South Florida and 

18 bad an avoided cost of $1,272.36 per kW, then the Company's 

19 proposed standard offer contract treatment would result in a QF 

20 located in Georgia receiving capacity payments corresponding to 

21 a ganerating unit cost of $953 pe-r kW.) Was such an equivalent 

22 CI08t value used in evaluating the Scherer 4 purchase against 

23 RPP proposal• for power supply projects located in south 

24 Florida? If not, why not, given that FPL is proposing to treat 

25 new QPa located in Georgia this way? 

11 



1 Q: :I8 tilare anyt:biniJ umsqal about tbe SIJ'Wii!ty data presented in 

2 llr. waters's Rxbibit Doctteent 10? 

3 A: Yes. For example, the Scherer 4 purchase appears to be cost-

4 effective relative to the Scherer 4 UPS proposal submitted by 

5 Georqia because of significant "system fuel cost" savings 

6 projected for the purchase scenario. The claimed system fuel 

7 cost savings under the Scherer 4 purchase scenario are barely 

8 sufficient to wipe out the substantial deficit that the purchase 

9 option shows relative to the UPS option on f ixed costs and O&M 

10 costS. No supporting data have been presented to explain this, 

11 and it is not intuitively reasonable to think that the same unit 

12 is going to have such widely different effects on fuel costs. 

13 Along the same lines, FPL's projected base case, which is 

14 the installation of the IGCC unit, has higher total revenue 

15 requirements than FPL's previous standard offer contract, which 

16 was based on a conventional baseload pulverized coal (PC) unit. 

17 Thia raises the question whether the IGCC unit would be approved 

18 as tbe cost-effective generation expansion alternative for FPL. 

19 Additionally, the projected system fuel costs for the baseload 

20 PC unit case are approximately $1. 3 billion greater than under 

21 the IGCC scenario, despite the fact that the projected unit fuel 

22 oo.ta for the PC unit are approximately $430 million less than 

12 



1 tor the lGCC unit. This result also appears unusual, to say the 

2 least. 

3 Q: llr. WJ:'igbt, PPL's witnesses have 

4 tbat t:bay claia will accrue frca tbe Sc:berer 4 purdlase. Are 

5 you faail.iar with these? 

6 A: Yes. Mr. Woody, at page 6 of his testimony, recites the 

7 following "short-term benefits" that would accrue from the 

8 Scherer 4 purchase: 

9 

lO 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

1. earlier reduction of FPL's dependency on oil for 

tuel; 

2. reduction of FPL's total investment while locking 

in price; 

3. provision of capacity needed in 1991 to allow for 

the Turkey Point upgrade project; 

4. additional flexibility to the Company's ability 

to adjust to changes in load conditions or 

construction requirements; 

5. reduced risk because Scherer 4 is already built; 

6. associated emission allowances; 

7. potential unit life longer than the life of a 

power purchase contract; and 

8. that the p.:&rehase will "facilitate" expansion of 

the Southern/Florida transmission interface. 

13 



1 A number of these are also recited by Messrs. Cepero, Waters, 

2 am GoWer in their testimony. 

3 Q: Do yau believe tbat t-hese are sign.ificant? 

4 A: Tbe answer to that depends on what power supply scenarios are 

5 being compared. certainly some of these have benefit in and of 

6 themselves, but certain questions must be asked: 

7 1. Would the same benefits accrue if FPL chose a 

8 different power supply option? and 

9 2. 'Itlough they have value, are they worth the cost? 

10 For example, the additional load-serving flexibility that the 

11 earlier availability of power would provide and the 

12 availability of additional generation during the planned Turkey 

13 Point upgrade outage surely have benefit. However, given that 

14 the company has determined that it would not otherwise spend 

15 anything to obtain additional power, as evidenced by the fact 

16 that its generation expansion plan is unchanged by the Scherer 4 

17 purchase before 1996, it is difficult to conclude that these 

18 benefits are worth much. At best, one could conclude that they 

19 provide increments to FPL' s reliability for which the Company 

20 has determined it would not otherwise spend anything. They do 

21 not enable FPL to avoid any costs. Similarly, the benefits from 

22 the expanded transmission interface and the reduced risk 

23 realized because Scherer 4 is already built would seemingly 

14 



1 accrue equally whether FPL buys the unit or whether it 

2 purchases its output via a UPS contract. It is difficult to 

3 believe that the outright sale of Scherer 4 provides any 

4 different incentives to Georgia Power to expand the interface 

5 than would the sale of the same plant's output over most, if not 

6 all, of its usefUl life. 

7 Incidentally, I beli eve that the Company's characterization 

8 of the impact of the purchase on the transmission inte rface 

9 expanaion as " facilitation" is little more than sugar-coating: 

10 The purchase would necessitate expansion of the interface, at an 

11 unknown cost to FPL. '!be only data I have seen on this cost is 

12 in Mr. Waters's testimony, at page 18, where he speaks of 

13 "[a]sSUili.nq approximately $180 million as a rough estimate for 

14 the cost of adding 500 MW of new transmission interface capacity 

15 for FPL." Even if this capital cost were spread over the entire 

16 646,000 kW of Scherer 4 capacity that FPL proposes t:o buy, it 

17 adds $278 per kW to the capital costs associated with this 

18 capacity. If spread over the 500 MW (500, ooo kW) of additional 

19 t-.ranamission interface capacity, the additional capacity cost 

20 for transmission necessitated by the Scherer 4 purchase rises to 

21 $360 per kW. 

22 Given costs of this magnitude, Which apparently do not 

23 iriclude tha costs of wheeling power from Plant Scherer over 

24 Georgia POwer's -- and perhaps JEA's -- transmission facilities, 

25 it is impossible to conclude that the Scherer 4 purchase is the 

15 



1 11011t cost-effective alternative. Mr. Waters casts this $180 

2 lltillion cost as providing $584 million in cumulative present 

3 value benefits vs. FPL's base caso expansion plan, but so far as 

4 I can tell, he has not factored this additional cost into any 

5 cauparison of the Scherer 4 purchase against RFP proposals 

6 located in South Florida. It is at least possible that, with 

7 all such costs considered, some RFP proposals for new units in 

8 southern and central Flori da would prove to be cost-effective 

9 vs. the Scherer 4 purchase. 

10 Finally, the real benefit of the potential extended life of 

11 SCherer 4 is questionable. In the first place, this benefit is 

12 ~ative, and in the second, even if the unit should attain 

13 its estimated life of 40 years, the incremental benefit may not 

14 be nearly as qreat as FPL's witnesses• testimony might lead one 

15 to think. 'Dle unit's forty-year life would expire in March 

16 2029. If FPL bought power under a 30-year UPS contract 

17 beqi.nninc] when it needs the poo .. er, in 1996, the contract would 

18 expire in 2026, leaving a potential benefit of three years' 

19 r..aining life on the unit. 

20 J.1p1t;at.J,cms go Reyenue Recoyecy 

21 Q: iuicm slvwll.d decide to approve the acquisition, 

22 whag],d it addl1 rna tbe Z&VEd.IB ~ associated with the 

23 "CXJd •lt:.ian? 

16 
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1 A: Y•, it sbnuld address thea for the purpose of limiting them. 

2 Ir tba a-tuicn decides to enter an order approving the 

3 pL'OplBBd acr;pd•iticn of Scberer Unit No. 4, based on the costs 

4 the Connnission 

5 sbnulcl s:multaneously declare its intention to limit the 

6 allowable reverue requ.i.rements for the unit to no more than 

7 vbat PPL baa represented they will be. Of course, if the 

8 ec-t-ial dat:eJ::aines that the appropriate rate base is less 

9 tblm tbat t:apresented by FPL, lt should declare its intention to 

10 liait PPL's reocwery accordi.ngly. Alternative limits would 

11 requirements associated 

12 vitb tbe ~, as presented in Mr. Waters's exhibits, and 

13 tba ~ ~ that would have been incurred had the 

14 UPS traDActicll originally proposed by Georgia Power been 

15 ~--

16 Q: -.at ia yair ~ ~l:'lecac:Xll -•daticn in this regazd? 

17 A: If tbe a-ission decides to enter an order approving the 

1.8 purc:::ba.e at tbe rate base level requested by FPL, I would 

19 reo nd t:bat the e<wmission limit FPL's recovery of capital 

20 a.ta &riiOCiated with the purchase of Scherer Unit No. 4 to 

21 f:bcwe cla~ by PPL in its witnesses' testimony. This would 

a2 i~ lildta of (a) approximately $616,386,688 on the plant's 

23 rate blule, aa represented by witness Gower in his exhibit, 

17 



1 Document l~o. 1, paqe 1 of 1, and (b) $3,098,838,000 on the 

2 ricldnal. fixed cost revenue requirements for generation and 

3 transmission associated with the plant, as represented by 

4 witness Waters in his exhibit, Document 10, page 1 of 1. 

5 According to witness Waters's Document 10, this latter value 

6 translates into $955,557,000 in cumulative present value revenue 

7 requirements. 

8 Q: ~ is this awrapri.ate in this case? 

9 A: This treatment is appropriate in this case because FPL claims 

10 that it selected the Scherer 4 purchase option as a superior 

11 alternative to purchasing power from Scherer 4 via a Unit Power 

12 Bales contract, which it in turn claims was the best of a host 

13 of options submitted in response to its RFP. The costs of the 

14 others, including the Scherer 4 UPS purchase, must be considered 

15 as the alternative cost of meeting FPL's needs. Because FPL 

16 repreaenta that it chose the Scherer 4 purchase in large part 

17 because of its favorable cost characteristics, FPL should not be 

18 allowed to recover more than the costs upon which its ovm 

19 winning bid was selected. 

20 'Ibis treatment is also especially appropriate because many 

21 it not all -- o! the other options available to FPL would 

22 have given FPL contractual rights to performance or damages. 

23 Di.soo\mtinq the possibility of fly-by-night operaticns, which 

18 



1 FPL's screening process doubtless weeded out anyway, if a power 

2 supplier breached its contractual obligations, FPL could sue the 

3 supplier and recover damages equal to the excess costs of 

4 serving its load, above the agreed-upon contract price, thereby 

5 keeping its ratepayers whole relative to the power supply 

6 agreement. It seems only fair and economically reasonable that 

7 FPL should, under these circumstances, make the same type of 

8 guarantee to its ratepayers, and that the Commission should 

9 enforce it. 

10 In COlllllOn sense terms, I am simply advocating that FPL be 

11 treated like any other power supplier in its bidding process, 

12 and that its ratepayers be protected from any different results 

13 than those expected from any other power supply contract. In 

14 c~n sense terms, I might also add that if FPL belleves the 

15 Scherer 4 purchase to be the great deal it represents it to be, 

16 it should be willing to accept this revenue limitation a~ a fair 

17 barqain in return for the Commission's advance approval of the 

18 acquisition. 

19 Q: Sbnuld. your ~ be read as supporting FPL's request for 

20 ildVaDce approval of the SCherer 4 acquisition? 

21 A: No. 

19 



1 Q: Al:e you~ tbat the Qwnission approve the acquisition 

2 of SdMu:1n" 4 at tbe rate base levels represented by FPL? 

3 A: No. '!hat is a factual issue to be determined by the Commission 

4 through the hearing process. I am recommending that if the 

5 commiaaion finds that the rate base level represented by FPL is 

6 .tbc appropriate amount, FPL should be willing to live with its 

7 repreaentations and the Commission should memorialize its 

8 intention to enforce such a limitation. 

9 Q: Abnuld the ,.,._issicm all.ow f or 1'Ut:ln'e fluctuations in FPL's 

10 actual a1l.oltled cost of debt and equity capital as they would 

11 awtlY to the capital revenue requi.rement:s associated with the 

12 pu:cbaae? 

13 A: It is tempti.ng to say that the Commission should do so, but 

14 because of the context, I doubt that it would be appropriate 

15 here. In the normal case, the utility obtains the Connnission' s 

16 certification that a given facility is needed and then proceeds 

17 to build it. After the facility is on line, the uti lity may 

18 seek to have it included in rate base, and the investment is 

19 then held to cost standards of reasonableness and prudence. By 

20 contrast, FPL is here asking the Commission to approve the 

21 Scherer 4 purchase option as being the best out of a host of 

22 alternative proposals that it considered. "Price and cost to 

20 



1 
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10 

11 

FP.L" ware a t the top of the list of criteria that FPL claims it 

aployed to rank these proposals. Roberto Denis Exhibit, 

OocuiMmt No. 2, page 1 of 1. In effect, FPL is before the 

C)'wnission in the posture of being the successf ul bidder in its 

own bidding process. Because FPL would be expected to hold any 

other bidder awarded a contract to the cost terms proposed by 

the bidder, i t is fair and economically reasonable to hold FPL 

to the same ccnditions. This would include holding FPL to the 

costs represented by it upon which its decision -- and the 

commission's decision -- were based. 

12 Q: Axe thaEe ot:ber transaction that are 

13 tronhl lnrj rna a regulatory policy perspective? 

14 ~: Y•. It appears that this transaction may provide a windfall 

15 p:rotit -- the acquisition adjustment -- to Georgia Power that it 

16 would only be able to reap if it can get necessary regulatory 

17 authorities to ratify an outright sale of the unit. Assl.Dning 

18 that PERC-regulated UPS power sales rates follow the traditional 

19 regulatory principles of basing rates on actual costs, including 

20 book value for rate base assets, if Georgia Power continued to 

21 .ell output from SCherer 4 through UPS contracts, it could only 

22 gjt PERC approval of rates based on the unit's cost, excluding 

23 any acquisition adjustment. 

21 



1 Oonc1usions 

2 Q: Pl- restate tbe prt.ary ocnclusions of your t:.esti.my. 

3 ~: 1. The Commission should not approve FPL' s proposed 

4 acquisition of SCherer 4 unless and until FPL thoroughly proves 

5 that this is the cost-effective alternative for FPL to meet its 

6 1996 needs. 

7 2. '1he information presented in FPL' s petition and testimony 

8 is insufficient to enable the C01Dmission to determine either 

9 what the total costs of the Scherer 4 purchase are or to 

10 deterildne whether the proposed purchase is the cost-effective 

11 alternative for FPL to meet its 1996 generating resource needs. 

12 3. If the commission decides to enter an order approving the 

13 propoaed acquisition of Scherer 4, based on the costs 

14 represented by FPL in its petition and testimony, the Commission 

15 sbould simultaneously declare its intention to limit the 

16 allowable revenue requirements for the unit to no more than what 

17 FPL has represented they will be. 

18 Q: 00.. t:bi8 omclude your prefiled direct testimony? 

19 A: Y•, at the presant time, it does. As I discussed above, it may 

20 be neoeasary to file supplemental testimony when the parties 

22 



1 have had an adequate opportunity to conduct discovery and review 

2 discovery responses. 

23 



A(llgi)D[ A 

CJIU-TPICAfimiS OF BOBBRT SCBB1"PBL WRIGII'r 

1 Q: 

2 A: My tull name is Robert Scheffel Wright. I am employed as 

3 Vice President and Principal Consultant with the consulting 

4 tira, West Park Group, Inc. The firm's business address is 

5 501 Bast TeJmessee street, SUite D, Tallahassee, Florida 

6 32308. I u also employed as Resident Economist and Special 

7 can.ultant on requlatory and economic matters with the law 

8 fira of Wiggins & Villacorta, Post Office Drawer 1657, 

9 Tallaba .... , Florida 32302. 

10 Q: 

11 A: I received. a B.A. degree with High Honors in Economics from 

12 the University of Florida in 1971. I received a M.A. degree 

13 in Booncaics freD Duke University in 1973, upon passing my 

14 praliainary •xa•i nations for admission to candidacy for the 

15 Ph~ 0. cleqree. My examination fields were Environmental 

16 Bconoaica: Industrial Organization, Regulatory, and 

17 Antitru.t Economics; and Public Finance. 

18 I have also attended numerous seminars and training 

19 .... ions on electric utility regulation, cogeneration, and 

20 other regulatory subjects while I was employed by t:.he 

21 Florida PUblic service Commission. In 1988, as one of the 



1 instructors of the PSC's Public Utility Regulatory Seminar 

~ presented for the Qnmmission staff, I gave a presentation on 

3 CUrrent Issues in Energy. 

4 Since August 1989, I have been enrolled as full-time 

5 student in the Florida State University College of Law, from 

6 which I expect to receive the J.D. in April 1992. I am a 

7 ._.,.r of the Florida state University Law Review. 

8 Q: 

9 A: Upon leaving Duke in 1974, I accepted a position as 

10 Aasiatant Professor o f Economics at Saint Olaf College in 

11 Northfield, Minnesota, where I taught various courses in 

12 Booncaica, including Industrial Organization, Environmental 

13 Economics, and Principles of Economics from 197 4 through 

14 1976. I was employed as an economist/program analyst by the 

15 Minnaaota Legislative Auditor's Office from 1976 until 1979, 

16 and as an economist/analyst by the Kentucky General Assembly 

17 from 1979 to 1980. In December 1980, I accepted an ~alyst 

18 position with the Florida Governor's Energy Office, where 

19 ay responsibilities included research, analysis, and 

20 atate i de energy use forecasting. I worked in the 

21 Governor's Energy Office until March 1982, when I joined 

22 the Raaearcb. Division of the Florida Public Service 

23 cc-1 aion . 

2 



1 In the Research Division, most of my work related to 

2 electric utilities. I wrote several economic impact 

3 statements tor proposed rules affecting electric utilities, 

4 and I participated fairly extensively in framing and 

5 drafting some of those rules. I was also the project 

6 Jlll1JlA9er ancl principal author of thrse substantial reports, 

7 Analyzing Future Values: Present value Analysis, Benefit-

S Cgst Ana1yais, and Inflation Adjustment Techniques: Rill 

9 CUe Procedures at the Florida Public Sexvice Commission: 

10 and Minimum Alipliance Efficiency Staru;)ards for Florida. 

11 I transferred to the Bureau of Electric Rates in the 

12 Ccwmisaion's Electric and Gas Division in November 1984. 

13 Aa an Economic Analyst in the Rate Bureau from then until 

14 January 1988, my main assignments were ( 1) the Commission • s 

15 qeneric cost ot service docket; (2) its generic non-firm 

16 rates docket, Docket No . 830512-EU; (3) Tampa Electric 

17 C!alpany's 1985 qeneral rate case, Docket No. 850050- EI , in 

18 wbic::h I served as the staff's witness on cost of service and 

19 &CDe rate design issues; (4) the self- service wheeling 

20 petition of W.R. Grace Company v. Tampa Electric Company, 

21 Docket No. 861180-EU; and (5) the Conunission•s generic 

22 docket on appropriate rates for standby and supplemental 

23 aervice tor ooqenerators, Docket No. 850673-EU. 

3 

I also 



(JIU.tnCATZCHI OP RJBBR'l' samFFEL WRIGR'l' 

1 p:roces•ed tariff filings by investor-owned, municipal, and 

2 cooperative utilities, and I authored and defended numerous 

3 ~tions on tariff filings at PSC agenda conferences. 

4 It vas also Jll':f good fortune cxx:asionally to write speeches 

5 and prepare presentation materials for Commissioners on a 

6 range of topics in electric utility regulation. 

7 In January 1988, I was promoted to Chief of the Bureau of 

8 Electric Rates, where my responsibilities were to 

9 supervise, recruit, train, and review the work of a 

10 professional staff of five persons besides myself. 

11 During 1987 and 1988, I served on the NARUC Task Force 

12 cbarc)ed with re-writinq the NARUC Electric utility Cost 

13 Allocation Manual. I authored the first and second drafts 

14 of tbe c:bapter on £wbedded Production Cost Allocation 

15 liM:boda bet~ I resigned trca the o-ission staff. When I 

16 left, -.y c:bapter bad been through a thorough review by the 

17 '4tll of the Task Force and bad been accepted by 

18 tba. 

20 A: I joined tbe law firm that is now Wiggins & Villacorta in 

21 ~ 1988, and we incorporated West Park Group in 1989. 

4 



1 ~ responsibilities to law firm clients have included 

2 provicling legal and case strategy services to cogenerators 

3 and cogeneration developers, a utility seeking to establish 

4 joint ownership of a transmission line through its 

5 territory, two water utilities, and several different 

6 parties with specific complaints regarding their electric, 

7 water, and sewer service. As a Class B Practitioner 

8 certified pursuant to Rule 25-22.008(3}, Fla. Admin. Code, I 

9 have Mde a~ on behalf of clients before the 

10 Florida Public Service commission. 

11 My conaultinq engagements include (l) preparing testimony 

12 and appearing as an expert witness on behalf of the People 

13 of the state of Michigan, throuqh their Attorney General, 

14 in COiulu:IDer8 Power Company's 1989 Power SUpply Cost 

15 ~ary case, case No. U-8866R; (2) testifying as an 

16 expert witness on behalf of the Citizens of the State of 

17 Florida in Docket No. 891345-EI, the 1990 general rate case 

18 of Gulf Power ~y before the Florida Public Servl.ce 

19 CC.Uuion: (3) testifying on behalf of the Citizens in 

20 PlOr1da PSC Docket No. 890200-BQ, Petition of Tampa Electric 

21 01+ny tor Approval of COnstntction Deferral Agreement with 

22 DIC tertili&erl ( 4) testifying on behalf of the People of 

23 tbe state of Michigan in consumers Power company's 1990 

24 C)Cleral rate proceeding, case No. U-9346; (5) providing 

5 



1 advice on standby rates and cost of service issues to an 

2 investOr-owned utility in New England; (6) providing advice 

3 and consul tinq services to a cogeneration developer 

4 participatinq in the commission 1 s docket to revise its 

5 cogeneration rules, Docket No. 890149-EU; (7) preparing and 

6 tiling expert testimony on behalf of the City of 

7 Tallahassee, Florida, in a territorial dispute proceeding 

8 before the Florida PSC, Docket Nos. 881602-EU and 890326-EU; 

9 and (8) a contract research project on ene.rgy efficiency 

10 atanda.rda tor manufactured housing and home appliances, for 

11 tbe Governor's Energy Office of Florida. 

12 Q: IIIIYe you previously testUied in proceedings before the 

13 1'lorida PUblic Service cm-t ssion? 

14 A: Yes. I was a witness before the Florida Public service 

15 cen-t saion on behalf of the Commission Staff ( 1) in Tampa 

16 Electric Company's 1985 general rate case, Docket No. 

17 85005o-EI: (2) in the rulemaking hearing on non-firm 

18 elect.ric aervice and rates, Docket No. 830512-EI; and (3) 

19 in tbe Mlt-service wheeling petition of W. R. Grace 

20 Company, Docket No. 861180-EU. 

21 I aubaitted. testimony to the Florida PSC on behalf of 

22 the City ot Tallahassee in its 1989 t~~itorial dispute with 

23 Talquin Electric Cooperative, Docket Nos. 881602-EU and 

6 
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3 

4 

5 

6 

7 

8 

9 Q: 

10 

11 A: 

12 

13 

14 

15 

16 

17 Q: 

18 A: 

19 

890326-m, but that case was settled without hearings. on 

hehai f of the Citizens of the State of Florida, through 

their Public counsel, I testified through both direct and 

nbuttal tatimony before the Florida PSC in Gulf Power 

oa.pany•a 1990 general rate case, Docket No. 891345-EI, and 

in the proceeding on Tampa Electric's petition for approval 

of a special construction deferral agreement with IMC 

Fertilizer, Docket No. 890200-EQ. 

...._ JOil taatifiad in procae1ings before other regulatory 

Wlltbar:itte.? 

Y•. I have testified on behalf of the People of the State 

of Michiqan, through their Attorney General, on two 

ocx::uiona: (1) consumers Power Company's 1989 Power Supply 

co.t Recovery reconciliation proceeding, case No. U-8866R, 

and (2) consumers Power Company's 1990 general rate case, 

cue No. u-9346. 

00. this omclude your qualifications state.ent? 

Y•. This qualifications statement is current as of 

Nov.-bar 20 t 1990. 

7 
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