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November 28, 1990 

Mr. Steve Tribble 
Division of Records and Reporting 
Florida Public Service Commission 
101 Bast Gaines Street 
Tallahassee, PL 32399 

~~~lliAL 
FILE copy 

RE: DOCKET NO. 900796-BI 

Dear Mr. Tribble: 

Bnclosed for filing please find the original and 
fifteen (15) copies of Florida Power & Light Company's 
Prehearin9 Statement in the above referenced docket. 
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Respectfully submitted, 

Matthew M. Childs, P.A. 
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CERTIFICATE OP' SERVICE 

DOCKET NO. 900796-EI 

I HBRBBY CBRTIPY that a true and correct copy of 
Florida Power & Li9ht Company• s Prehearing Statement has been 
furnished to the following individuals by U. S. Mail* or Hand 
Delivery•• this 28th day of November, 1990. 

Edward A. Tellechea, Esq.** 
Legal Division 
Plorida Public Service Commission 
101 East Gaines Street 
Tallahassee, P'L 32399 

Jack Shreve, Esq.• 
Office Of Public Counsel 
111 West Madison 
Suite 101 
Tallahassee, PL 32399 

Frederick M. Bryant, Esq.• 
Moore, Williams, Bryant, Peebles 

& Gautier, P.A. 
P. 0. Boz 1169 
Tallahassee , PL 32302 

Frederick J. Murrell, Esq.* 
1001 3rd Avenue West, Suite 375 
Bradenton, PL 34205 

Joseph A. McGlothlin, Esq.* 
Vicki Gordon Kaufman, Esq. 
522 East Park Ave. 
Suite 200 
Tallahassee, Florida 32301 

Robert c. Williams* 
Director of Engineering 
7201 Lake El1enor Drive 
Orlando, FL 32809 

H. G. Wells* 
Director, CLG 
P. 0. Box 4748 
Clearwater, FL 34618-4748 

~~ 
MATTHEW M. CHILDS, P.A. 
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In rea Petition of Florida Power & ) 

Light Coapany for inclusion of the ) 

Scherer Unit No. 4 purchase in rate ) 

DOCKET NO . 900796- EI 
FILED: November 28, 1990 

base, including an acquisition ) 

adjustaent. } 

----------~--------------------> 

WIDilrD& POUR i LIGJrr COJIPUY~ s 

ttlt.BBBARilfCJ 8TA!fBJJDft' 

FLOJUDA POWER i LIGHT COMPANY ("FPL") hereby files its 

prehearing statement tor the hearing scheduled to commence in this 

docket on Deceaber 11, 1990. 

A. 

B. 

Witness 

C. 0. Woody 

G. R. C.pero 

R. R. Denis 

Matthew M. Childs, Esq. 
John T. Butler, Esq. 
Gregory N. Anderson, Esq. 
Steel Hector & Davis 
215 south Monroe Street 
Tallahassee, Florida 32301-1804 
on behalf of Florida Power & Light Company 

Subiect Matter 

OVerview ot case 

Description of Scherer 
plant and terms of 
purchase 

Results of "RFP" 
process 

1 

Issues 

1,4,19,20,21 

11,13,19 

10,19 
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s. s. Water• 

B. A. Gower 

Rene Silva 

C. IXHIBITS 

Exhibit 

(COW-l) 

(GRC-1) 

(RRD-1) 

Relationship of 
Scherer to FPL's 
Expansion Plans 

Rebuttal regarding 
evaluation process for 
Scherer purchase and 
adequacy of data 

Accounting treatment 
for Scherer purchase 

Rebuttal regarding 
limitations on Scherer 
recovery 

Rebuttal regarding fuel 
issues 

2,3,4,5 , 6,7,8, , 
9,19 

1,14,19,20 

11,19 

Witnesa Description 

Woody 

Cepero 

Denis 

Doc. No. 1--service Area Map 
Doc. No. 2--Enerqy by Fuel Type 

Doc. No. 1--Plant Scherer 
Description 

Doc. No. 2--Letter of Intent­
Scherer Purchase 

Doc. No. 3--Letter of Intent­
JEA UPS and Transmission 
Matters 

Doc. No. 1--capacity RFP 
summary 

Doc. No. 2--Capacity RFP 
Proposal Evaluation 
criteria 

Doc. No. 3--Detailed Evaluation 
of Top 13 Proposals 
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(SSW-1) 

(HAG-1) 

D. 

waters 

Gover 

Doc. No. 1--FPL 1990 Load 
Forecast 

Doc. No. 2--Lonq Term Fossil 
Fuel Price Forecast 

Doc. No. 3--coqeneration;small 
Power Producer Forecast 

Doc. No. 4--Financial and 
Economic Assumptions 

Doc. No. 5--Generation Options: 
Planninq Assumptions 

Doc. No. 6--Scherer Purchase­
O&M Cost Assumptions 

Doc. No. 7--capacity Plan 
Component• 

Doc. No. a--Loss of Load 
Probability 

Doc. No. 9--FPL Expansion 
Plans With and Without 
Scherer 

Doc. No. 10--Generation Option 
Economics 

Doc. No. 1--calculation of 
Scherer Acquisition 
Adjustment 

Tbe purchase of an undivided ownership interest in Scherer 
Unit No. 4 for $953 per kilowatt of installed capacity, as 
propoaed in FPL's petition, is a reasonable and prudent 
inveataent necessary to enable FPL to meet its forecast 
1996 syst- loed requirements. FPL should be authorized to 
include ita Scherer Unit No. 4 purchase in rate base, 
including the acquisition adjustment, as those purchases 
are aade. 

B. IDTIMINT OF ISSQES MD PQSITIOHS 

IUU. m. 11 Should FPL be permitted to include the 
difference between the purchase price of Scherer Unit No. 
4 and the depreciated oriqinal coat to Georqia Power as an 
acquiaition adjustment, conaiatent with the phased purchase 
of the unit? (Public Counsel) (Staff was to revise this 
i .. ue further to address it beinq accorded "rate base 
treablent. •) 

••~ P08I~I08a Yes, it should. (Woody, Gower) 
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zaaa. .o. aa Does FPL, as an individual utility 
interconnected with the statewide qrid, exhibit a need f or 
tbe additional capacity provided by Scherer Unit No. 4? 
(Staff) 

.,L P081~Io•a Yea, it does. (Waters) 

1880 •· 3a Is the capacity to be provided by the 
purcha .. of Scherer Unit No. 4 reasonably consistent with 
the needs of peninsular Florida takinq into consideration 
tiainq, impacts on the reliability and inteqrity of the 
~inaular Florida qrid cost diversity and other relevant 
factors? (Staff) 

~ P081~Io•a Yes, it is. (Waters) 

la&US .o. ta How does the purchase of Scherer Unit No. 4 
iapact the reliability and inteqrity of FPL' s electric 
system? (Staff) 

I'»L POSI~Io•a FPL's proposed purchase of an undivided 
share of Scherer Unit No. 4 will allow FPL to continue to 
... t ita ayatem reliability criteria and assure the 
inteqrity of FPL's electric system. Moreover, the purchase 
will help reduce FPL's dependence on oil at an earlier 
date, provide capacity in 1991 to allow for the upqrade of 
the TUrkey Point Nuclear Station emerqency power system and 
increa .. FPL'a capacity qradually, thus increasinq FPL's 
flexibility tor reapondinq to chanqes in load conditions or 
construction requirements. (Woody, Waters) 

zaeuw .o. Sa How does the purchase of Scherer Unit No. 4 
i~ct the fuel diversity of FPL's system? (Staff) 

~ POSI~Io•a FPL'a proposed purchase of an undivided 
interest in Scherer Unit No. 4 will help improve the fuel 
diveraity of FPL's system in comparison to the present 
aupply aix. (Waters) 

zaav.a .a. Ia Has FPL reasonably considered alternative 
supply aide sources ot capacity? (Staff) 

I'»L P081~IO.a Yea, it has. (Waters) 



IUVJI m. 71 Does PPL's power supply plan reasonably 
conaider the ability ot conservation or other demand side 
alternatives to mitigate the need tor the capacit y 
represented by the purchase ot Scherer Unit No. 4? (Staff) 

rPL .aerr%0•1 Yes, it does. (Waters) 

%88U8 .o. 81 Is the purchase of Scherer Unit No. 4 the 
.oat coat effective means ot aeeting PPL's capacity needs, 
taking into account risk factors as part of the cost 
ettectiveneaa analysis? (Statt) 

WPL 108I~Io•t Yes, it is. (Waters) 

IUVJI .o. 91 Will FPL be able to deliver electricity from 
Scherer Unit No. 4 to its load centers in the same time 
t~ that it is proposing to add investment to rate base? 
(PUblic Counsel) 

rPL P08I~I0•1 Yes, it will. (Waters) 

IUD .o. lOt What is the cost of any necessary 
tranaai .. ion facilities or upgrades and who will bear such 
coat? (Naaaau) 

rPL IOaftiOJfl The existing transmission facilities are 
adequate to transmit power generated by FPL • s share of 
Scherer Unit No. 4 into Florida. However, the Southern 
cc.paniea have agreed in their letter of intent with FPL to 
uae beat reaaonable efforts to improve and upgrade the 
tranaaiaaion facilities comprising the intertie with 
Florida. (Denis) 

IUVJI .o. 111 Are the fuel supply and transportation costs 
preaented in FPL's economic analysis for Scherer Unit No. 
4 reaaonable and prudent? (Coalition of Local Government) 

.wL W08ft%0Jfl Yes, they are. (Cepero, Silva) 

U8VJI •· 121 Does the schedule being followed by the 
CO..iaaion in this case afford all interested parties 
adequate opportunity to protect their interests? (Public 
eoun-1) (Procedural issue identified, although Public 
COunsel to tile a motion to slow procedural schedule.) 

I'I'L JOarrxo•l Yea, it does. 
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Z..V. .o. 111 What effect, if any, has the Scherer Unit 
Mo. 4 purohaae had on the upqrade to the southern/ Florida 
interface? (Public Counsel) 

w.L ll08ftiOJII FPL's proposed purchase of an undivided 
intereat in Scherer Unit No. 4 will facilitate the upgrade 
of the Southern/Florida interface. (Cepe ro) 

18808 .o. 141 Under what circumstances should the portion 
of the purchase pri ce of assets in excess of book value 
(the acquiaition adjustment) be given rate base treatment 
auah that amortization •ay be included in operating 
expense• and the unamortized acquisition adjustment may be 
included in rate base? (FPL) (We are to assess whether 
tbia iaaue can be subsumed by Issue 1.) 

r»L P08!~10•a Rate base treatment i s appropriate when the 
aaaet ia useful to the acquirinq utility in providing 
.. rvice to ita customers, and the acquisition of the asset 
reaulta in benefits to those customers in comparison to the 
available alternatives. (Gower) 

I&IU. .o. 111 Legal Iaaue - Can the commission authorize 
the incluaion of the projected investment in Scherer Unit 
Ho. 4 in PPL's rate base in advance of FPL's assumption of 
ownership of the unit? (Public Counsel) 

..r. P08!~!0•a PPL proposes to purchase its undivided 
inter .. t in Scherer Unit No. 4 in a series of installments 
and to include the purchase price for each such installment 
in rate baae when that installment is complete . FPL will 
pay $953 per kilowatt of installed capacity for its 
intereat in Scherer Unit No. 4. The commission has 
authority to authorize PPL's proposed treatment of the 
SOberer purchase. 

Z&lu. .o. 1a1 Leqal Issue - Does the contract that Nassau 
Power baa with FPL tor 435 MW have priority to the 
tran .. iaaion capacity available to FPL that would be 
~ted by the Scherer Unit No. 4 purchase? (Nassau) 
(staff and FPL will object to this issue) 

•n. JOaUIOJia The reference to a "priority to the 
tran .. iaaion capacity available to FPL" is unclear. The 
relevant consideration is the effect of location on the 
value to PPL of energy and capacity from the available 
aupply alternativea. The term "preempted" is inappropriate 
here. Acceaa to tranamiaaion capacity should be qiven to 
the aoat coat-effective power-supply alternatives. Neither 
failure to provide access to an alternative that is not 
coat-effective nor failure to provide access free of charqe 
ia •preeaption" . 
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l .. va .a. 171 Legal Issue - Whether i t is FPL's 
r .. ponsibility to provide adequate transmission capacity 
for the projecta on ita system. (Nassau) (Staff and FPL 
will object to this issue) 

r.L .0.1~10•1 FPL'a responsibility is to provide 
reasonably sufficient, adequate and efficient service to 
ita cuata.ers. Part of that obligation is to insure that 
adequate tran .. ission facilities are available for 
providing that service. The cost of transmission 
facil i ties aust be considered in determining which power­
supply alternatives are least costly, and there is no 
obligation to provide trana•ission facilities to 
alternatives that are not cost-effective. 

l .. va .a. 181 Legal Issue - Should the Florida Public 
Service co-ission address transmission access disputes 
that aay arise with the Scherer purchase? (FMPA) (Staff 
and PPL will object to this issue) 

r.L 1081~10•1 As a general matter, proper issues of 
tran .. iasion access brought before the Commission should be 
addr .. -.4 by it. However, FPL is in no position at this 
tt.e to ••• .. • what issues PMPA would raise or whether they 
would be proper. 

1 .. 011 .,. 111 Ultimate Issue - Is the purchase of the 
uricUvided ownership interest in Scherer Unit No. 4 as 
proposed in PPL's petition a reasonable and prudent 
inv .. taent necessary to enable PPL to •eet its forecast 
1916 ayat .. load requirements? (FPL) 

Wl'L P08IUO•• Yes, it is. (Woody, Cepero, Denis, Waters, 
Gover, Silva) 

188011 .,. 201 Ultimate Issue - Should FPL be authorized to 
include the purchase of its undivided share of Scherer Unit 
No. 4 includinq the acquisition adjustment in rate base? 
(FPL) 

nL 108IUOIII FPL should be authorized to include its 
SCberer Unit No. 4 purchases in rate base, includinq the 
acquisition adjustment, as those purchases are made. 
(Woody, Cower) 
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P. 

I88UW .o. 211 Ultimate Issue - In the event FPL' s petition 
i• approved, should the Commission impos e guarantee 
requir .. ent• on the electrical output of the unit and 
delivery to FPL and limit the amount of total investment, 
operation and maintenance expenses and fuel costs that will 
be allowed tor recovery through rates? (Public Counsel) 

"L J08Z~zo•a No, it should not. The Commission should 
review FPL's estimates of the costs associated with 
purcbaaing and operating its portion of Scherer Unit No. 4 
to deteraine if they are reasonable and prudent . If the 
Ca.ai•aion determines that the estimates are reasonable and 
that, baaed on these estimates, the purchase is prudent, 
then the Comaission should approve the purchase. Of 
course, the Ca.aission also may review in the future actual 
oo•ts of operating the plant, such as fuel costs, to ensure 
the rea•onableness and prudence of those actual 
expenditures, taking into consideration all factors 
•urrounding the axpendi tures at the time they are made. It 
would be inappropriate to limit such a review to a 
c;::oapari•on of the actual expenditures to the estimates that 
bave been aade at this time, as Public counsel of 
apparently suggests in this issue. (Woody) 

1880 .o. 21: Legal Issue - In determining the appropriate 
role of the proposed Scherer Unit No. 4 acquisition in 
PPL'• expansion plans, should the Commission rely on 
relevant findings made in Docket No. 890973-EI (Ft. 
Lauderdale plant repowering--determination of need), Docket 
Wo. 890794-&I (Martin Units No. 3 and 4--determination of 
need) and Docket No. 900004-EU (planning hearing)? (new 
PPL iaaue) 

.wL W08I7Ia.: Yes, it should. Only if parties present 
evidence deaonatrating that, due to changed circumstances, 
tbo.. findings are no longer valid or relevant should the 
Ca.aiaaion not rely on the findings. 

ISSUES 

of no stipulated issues at this time. 

G. MQTIOHS 

other than the motions of Florida Municipal Power 
Aa•ooiation and Nassau Power Corporation to intervene, FPL 
1• aware of no outatanding ~otions at this time. 
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.. . . 
R. VJ•HIR IIATTBRS 

PPL ia aware of no other matters requiring attention of the 
prehearing officer at this time. 

Respectfully submitted, 

STEEL HECTOR & DAVIS 
215 South Monroe Street 
Tallahassee, Florida 32301-1804 
(904) 222-2300 

Attorneys for Florida Power & 
Light company 

By: ~~ 
Matthew M. Childs, P.A. 
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John T. Butler 
Gregory N. Anderson 
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