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ERRATA SHEET FOR "DAWSON ET AL.:
PROTEST, PETITION TO INTERVENE .
AND MOTION TO REJECT APPLICATION"

Page 1:

Correct Part III to reflect correct re51dence’for
Eugene Lyon.

Pages 6=~7: Correct Paragraph 3 of Page 6 and the following
paragraph on Page 7 to reflect that the Internal
Revenue Service has not formally ruled on the tax
status of the municipal bonds but that it has

indicated that this tax status may be in jeopardy.
Page 1l1:

Correct the reference to a "decision" by the Internal
Revenue Service.

Respectfully submitted,
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Rcbert Harley Bear

January 18, 1977
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2600 Virginia Avenue, N.W.
Washington, D.C. 20037



VERIFICATION

District of Columbia, SS:

Robert Harley Bear, being first duly sworn, deposes
and says that he is an attorney for John B. Dawson, Fred
Gossett and Eugene Lyon, and that as such he has signed the
foregoing Errata Sheet For "Dawson et al. Protest, Petition

- To Intervene And Motion To Reject Application” for and on
behalf of said parttes;that he is authorized by the parties
so to do; that he has read said Errata Sheet and is familiar

- with .the contents thereof; and that the matters and things

_ therein set forth are true and correct to the best of his
knowledge, information and belief.
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before me this /¥ day
oﬁéganuary, 1977.
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. CERTIFICATE OF SERVICE

I hereby certify that I have this day served the -
foregoing document upon each person designated on the
official service list compiled by the Secretary in this
proceeding in accordance with the requirements of §1.17 of
the Rules of Practice and Procedure.

Dated at Washington, D.C. this /?’day of January, 1977.
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CORRECTED COPY

UNITED STATES OF AMERICA A B
BEFORE THE 7
FEDERAL POWER COMMISSION ‘

Florida Power and Light Company ) Docket No. E-9574

}

 DAWSON ET AL. |
PROTEST, PETITION TO INTERVENE
AND MOTION TO REJECT APPLICATION

IQ

John B. Dawson, Fred Gossett and Eiugene Lyon, by their
attorneys, hereby (l) protest the application filed by Florida
Power and Light Company ("FP&L") for the Commission's authorization
for a proposed purchase by that Company of the electric system
of the City of Vero Beach, Florida; (2) petition to intervene in
this proceeding and reguest to be made a full party thereto; (3)

- move to reject the gpplication, and, in the alternative, (4)
~request hearings. : .

IT.

: The names and addresses of the persOns’tQ whom all
communication concerning this pleading should be addressed are
as follows: ' ' -
Géorge_Spiegel, Esg.
Robert Harley Bear, Esq.
Spiegel & McDiarmid

2600 Virginia Avenue, N.W.
Washington, D.C. 20037

Joseph Jacobs, Esqg.

Irvin, Varn, Jacobs & Odom

305 South Gadsden Street

Tallahassee, Florida 32302
'III;_

John B. Dawson is a resident and taxpayer of the City of

Vero Beach, Florida and an electric purchaser from the municipal

power system which is the subject of the proposed sale under con-

R 7
. sideration in this proceeding. Eugene Lyon is an electric purchaser

from said municipal power system and a resident of Indian River
County. Fred Gossett is an electric purchaser from FPsL and. a
resident of Indian River County. As residents, taxpayers and
electric ratepayers in the City of Vero Beach area, they have been
deprived of the full benefits of the City's municipal system
because of the anticompetitiwve and nnraacanahle rafneal -



of FP&L to allow the City of Vero Beach an opportunity to share in
the development of low-cost generation. To the extent the sale of
the municipal systems might be a matter of necessity, as alleged
by FPs&L, this necessity has occurred because of the failure of
FP&L to deal reasonably with the City in terms of access to
cheaper sources of bulk power including refusal to provide trans-
mission service, and coordinated power supply dévelopment, and to
cooperate in.the..establishment of an effective Florida Power Pool.
It also appears that FP&L failed to disclose in a timely manner
material facts bearing upon proposals by FP&L for an increase in
rates which was a significant factor in evaluation of the need to
sell the system. ' o

FP&L announced a decision to seek a major wholesale
rate increase during the weekend before the vote_ by the voters of
Vero Beach authorizing the sale. Although this rate request must
have been under study for quite some time prior to the announcéement,
FP&L did not disclose these plans on a timely basis to those
responsible for evaluating and negotiating the sale or the voters
and apparently did not disclose to the City's accounting firm so
that this known factor could be taken into account in the firm's
rate projections comparing the sale of thie Vero Beach system
to municipal operation. .

As concerned citizens, taxpayers and ratepayers, these
individuals have been injured by the actions of FPs&L which tend to
deprive the voters of Vero Beach of a meaningful choice in determin-
ing whether to sell their system to FP&L. These individuals also.
‘are injured by the proposed sale in that there has not been an
appraisal of the value of the municipal electric system; the
accounting study, upon which FP&L relies to meet its burden to
show that the sale is in the public interest, is on its face
insufficient for this purpose; the terms of the sale, primarily
those relating to the purchase price, are too uncertain to permit
a reasoned evaluation of the purchase offer of FPsL by either the
voters of Vero Beach or this Commission; the sale endangers the
City's credit by placing the tax status of the municipal bonds
issued by Vero Beach in jeopardy; and depending upon the

financing ultimately adopted may adversely affect investor confi-
dence in municipal financing in view of substitution of cash or
other securities for municipal bonds without notice in the prior
bond sale and despite an explicit promise to the bondholders

"that the City will not sell...the system"*/

*/ Depending upon facts beyond the knowledge of intervenors,
proposal may violate securities laws. These facts must be
investigated.



: Assuming there are no violations of the. Sherman or Clayton
Acts */, the intervenors recognize that “the ‘citizens of the City of
Vero Beach have the right to make political choices concerning the
sale of the system. However, when there is a concealment until

the eve of the referendum of information available to the pro=
posed purchaser of the system and when the decision to sell is
influenced by unreasonable economic pressure brought to bear by

the purchaser, this Commission cannot rely upon the City's decision
in order to fulfill its responsibility to evaluate the public
interest. Citizens, taxpayers and ratepayers of the City, such as =

. .the above intervenors, must be given standing as-parties because:

(1) They stand to suffer economic injury if
. the City fails to obtain the benefits of
municipal operation of the utility system
because of economic pressure of FPsL:

(2) They stand to suffer economic injury if the
© City fails to realize the full value of
the system if the sale goes forward on the
basis of inadequate information for the '
public to make its decision;

(3)  They stand to suffer economic injury if the
sale of the system impairs the City's credit
by jeopardizing the tax status of the munic-=
ipal bond issues. '

(4) Intervenors will be able to assist the
- Commission in evaluating the public
interest considerations involved as
"private attorneys general”.

Iv.

Statement of Intervenors' Position

, The Application should be rejected for the failure of
FP&L to allege sufficient facts to justify any finding that the
sale is in the public interest. Section 33.2(p) of the Commission's
Rules, 18 C.F.R. §33.2(p), requires an application under Section.
203 of the Federal Power Act to state:

"The facts relied upon by the ‘applicants to
show that the proposed disposition, merger or
consolidation of facilities or acquisition of
securities will be consistent with the public
interest." (emphasis added)

*/ Petitioners understand .that the Department of .Justice is
investigating possible antitrust violations by FP&L.



In attempting to meet this burden, FP&L chose to place its
entire reliance upon a study commissioned by the city made

by the accounting firm of Ernst and Ernst which it says shows
that the City has no alternative to the sale of the system.
Application pp. 8-9. 1In its letter of understanding of
March 29, 1976, to the City Council, and in its final report,
Ernst and Ernst stated the following: oo ’ -

In ocur work we will identify alternatives to
the sale that we may learn of. However, we -
will not conduct detail evaluation of the

alternatives. This would not be possible in
the time frame you have established and we
believe that it would confuse the already
complex issue of the impact of the proposed
sale of the electric system. If you request,
we will make our personnel available to
assist in evaluating alternatives. But, such
- work is outside the scope of the present
engagement. (Emphasis added)

In addition, the firm made the following comments regarding
alternatives at the Vero Beach City Council meeting on
April &, 1976, also quoted in the formal report:

We understand that, between the present
situation of operating a generating, trans-
mission and distribution utility; (sic) and
sale of the entire utility operations to
FP&L, there may be a wide variety of
~alternatives. '

Some of these alternatives may involve

disposition of parts of your utility,

purchased power considerations and

participation in joint venture power

projects. While some of these alternatives

may produce results that present financial
- improvements over present conditions, to our
knowledge they have not been developed (from
engineering and cost standpoints) to the o
point where they can be evaluated and reported
on in sufficient detail to provide voters with
the needed intelligence to make their selections.
(Emphasis added) '

@ LR ®

To the extent possible, however, we do
intend to identify reasonable alternatives
as well as some of the important items that
must be considered in developing information
on them which can be evaluated. Much of
this information, as vyou well know, would
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involve engineering and other technical
disciplines beyond the capabilities of
our firm. (Emphasis added)

Furthermore, Ernst and Ernst did not evaluate the sales prices
in terms of an appraised value of assets to be sold. For
example, such appraisals would include studies of the re-
production cost new and other standard measures of value

of .the physical assets, which are an important consideration
in determining market value. Also, the major criterion used in
its evaluation of alternatives was Florida Power and Light
Company's retail rates in effect at the time "of the study.

FP&L first made it known it was requesting a substantial
retail rate increase only during the week-end before the
Tuesday vote decided to authorize the proposed sale. Although
this rate request must have been in preparation for gquite
some time, FP&L failed to give this information to Ernst
and Ernst while that firm was evaluating the purchase pro-
posal for the City. The public release of the rate increase
on the eve of the election was timed to create a false
facade of releasing the information in a timely manner.

' As a practical matter, many voters would not have known of

the increase when they went to the polls. There was no time
to evaluate its effect nor to receive the benefit of the views
and informed judgment of those opposing the sale concerning
the significance of the FP&L rate increase because the timing
of the announcement effectively gave the Company the last word
without any opportunity for comment by the opponents. Such
tactics violate the obligations of a public utility to deal
openly and honestly with the public. Attachment A hereto

is a copy of the advertisement run by FP&L in the Vero Beach

. Press to announce its election-eve bombshell. According to

the advertisement run by FP&L, Vero Beach rates would still

be 15% higher than the rates of Florida Power and Light Company
after the FP&L increase. This representation must be analyzed.
But, in any event, the timing of the announcement failed to
allow sale opponents any opportunity to make their comparison
of the benefits of municipal operation versus sale of the
system in light of the rate information held back by FP&L until
the very last minute. For example, the Ernst and Ernst report
rated various possibilities for improving the system in terms
of the chance of closing the rate differential between Vero
Beach and FP&L. With less of a differential, the chances

of closing this gap would have increased for each of these
possibilities.
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i The sale and exchange of securities is a major aspect
of this sale of the municipal system. The purchase proposal .
provides for the acquisition of securities by the City from
FP&L. Exhibit B to Exhibit I, of Application. Holding back
information or manipulation of information in connection with
a sale of securities is a direct viclation of Rule 10 b~5 of
the Rules of the Securities and Exchange Commission and Section
10(b) of the Securities Exchange Act of 1934, 15 U.S.C. §783(b).
The securities aspect of this transaction is essential to its
success. Without it, there would be no means of providing
security for the holders of the non-callable revenue bonds. */ -
The FPC should consider this matter in connection with its
evaluation of the public interest standard of the Federal
Power Act, and it should call this matter to the attention
of the Securities and Exchange Commission for appropriate action.

The manipulation of information available to the pecple
of Vero Beach in connection with the proposed site of the
municipal electric system is not an isolated instance.
Attachment B is a news article and editorial which indicates
that in Daytona Beach, Florida, FP&L indicated to that City
it would refuse to cooperate with a consulting firm it didn't
- approve of if the City chose that firm to make a study in connection
‘with a proposal for municipal operation of the electric dis- ’
tribution system. However, FP&L did indicate it would cooperate
with other firms that met with its approval.

According to press reports and on information and belief,
the Internal Revenue Service has very recently informally indicated
that the tax-free status of the municipal bonds used to finance

the municipal plant may be in jeopardy if the sale of the system
takes place as planned. **/ FP&L has repeatedly stated to the
City's voters that its offer has a value to the City of $42,606,000.
Reference Exhibit L of Application pages 1-2. However, according to
the public notice prepared by FPsL, the sales price is $39,057,000.

*/ Even this procedure may be inadequate to safeguard the
rights of bondholders under the bond indentures.

**/ As such, this would change the bargain between the
City and the bondholders.



The difference of $3,547,000 reflects an apparent profit to be
made by FP&L because it would receive the benefit of the low-cost
municipal financing. Thus, while FP&L represents to the voters
of Vero Beach that it is making an offer to the City with a
‘value of $42.6 million, it will only be required to lay out

$39 million. As indicated by the preliminary press report of

the I.R.S. initial position, such use of municipal financing

may be an abuse of the tax exemption for municipal bonds.

See Attachment C hereto. If the tax status of the bonds is

- jeopardized, the City's credit may be irreparably damaged.

A possible tax ruling may render the issues in the case
moot if FP&L and the City fail to arrive at an agreeable figure
to govern the sales price for the municipal electric system if
FPsL is not allowed to take advantage of the lower-cost financing
of the municipal electric system. Until such time as FP&L and
the City of Vero Beach are able to resolve this problem, it
would appear that FPC consideration of the proposed sale would
be premature.

Consideration of the price term is especially important
in this case because no independent appraisal of the eléctric
system has been made on behalf of the Citv. The Ernst and
Ernst study relied upon so heavily by applicant fails to
mention any consideration of the adequacy of the purchase
price of the system. WNor was any effort made to invite
competitive bids for the system.

. The proposed sale has been justified to the voters of
Vero Beach on the grounds that the sale had become necessary
because the City could not compete with the rates of FP&L.
However, it appears that FP&L has unreasonably used its monopaly
control of transmission and low-cost generation facilities
within its service area for the purpose of restricting the
economic vitality of the municipal electric systems. Under
such circumstances, the FPC cannot approve, as consistent with
the public interest, the sale of this system which has been
made necessary by the anticompetitive behavior of FPs&L, and,
in any event, must withhold approval until such activities
are eliminated and rectified and the matter can be presented

" to the voters in better circumstances.

FP&l is Florida's dominant electric utility. This
dominant position is bevond dispute and has been documented
..as follows by the Department of Justice in its "Advice
"Létter" of November 14, 1973 (pp. 2-3) concerning FPsL's

application before the Nuclear Regqulatory Commission for a
construction permit for its St. Lucie Unit No. 2 (NRC Docket
No. 50-389A) : '

Y
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Applicant is be far the largest electric utility
in the State of Florida; it serves approximately half
- of the statewide electric load. Headquartered in
Miami, its area of operation includes most of
southern Florida and extends up the east coast to
the Georgia border. As of the end of 1972, it
provided retail electric power to 574 communities
with over 1,500,000 customers. Its total energy
sales for 1972 were 28,927,803 megawatt hours. -
Applicant's summer 1972 peak load was 6,011 mega- - T
watts; its dependable generating capacity at that - :
~time was 6,585 megawatts--over 70 percent of the T
generation in the area. Its system of generating ’
stations is integrated by over 3,400 miles of
high-voltage transmission lines, approximately 90
percent of the high-voltage transmission in the
area--including the 230 kilowatt main transmission
grid for southern Florida and the east coast.

Applicant calls itself 'the nation's fastest
growing electric utility.' Florida's rapid growth
has been concentrated in the area in which it
serves; and for the past several years, the
Applicant has added more new customers than any
other electric utility in the United States.
Applicant's projected peak load for 1980 is 14,475
megawatts--over twice its 1972 load--and generating
capacity is planned to increase more than 10,000
megawatts to meet that load.

This dominant economic position has profound implications

for small municipal utilities in Florida. Because of recent
curtailments in deliveries of natural gas, the transportation
difficulties involved with using coal for generating in Florida
and the unwillingness of the FPs&L to allow smaller systems
access to nuclear generation, municipal systems such as Vero
Beach for the present find themselves dependent upon expensive
_ imported fuel oil. As further documented in the Department of
Justice "Advice Letter", supra (pp. 3-4): :

As we have advised you previously, there are
substantial economies of scale in the business of
generation and bulk supply of electric power.
Nuclear power, which is expected to be the
cheapest kind of base-load electric power
available to meet future load growth, may
be produced economically only from large generating

- units == units with a capacity of 500 megawatts or



more. Most electric generating systems cannot
install and market power from such large units
on their own. They can employ large units--and
achieve the economies of scale necessary to

. compete effectively in today's electric

power markets--only through coordination with
other generating systems. High=-voltage
transmission is the necessary medium for
such coordination.

Applicant's control over the transmission
network in its area has given it the power
to grant or deny access to coordination--and -
thereby access to the benefits of large=-scale,
low-cost, base-load nuclear generation--to.
neighboring smaller systems. There have been
some allegations that Applicant may have used
this power to deny coordinating benefits to
smaller systems or to take the predominant share
of the benefits of such coordination as has been
entered into.

FP&L has repeatedly used this monopoly power to restrict
the power supply alternatives of Vero Beach. According to
press reports, Vero Beach's City Manager John Little has been
trying to obtain a power supply, which is less expensive than
its self-generation; from the Orlando Utilities Commission..
Orlando is willing to sell such power. However, FP&L has
apparently refused to transmit it:

[Vero Beach City Manager John] Little indicated
FPL wants to keep the disparity between city and
- FPL rates as wide as possible as an inducement to
go through with the sale of the power system, and
a recent presentation of the OUC power purchase
plan to FPL officials met with a 'negative'
reaction.

'What would you do if‘you were intheir position?’
Little asked. Attachment D hereto.

Vero Beach's City Manager has also stated to the press
that the Vero Beach transmission and distribution operation
is more economic than that of FP&L:

'We are solely dependent on imported fuel oil,
which is killing us,' succintly replied Little.
"If it were possible to sell our generating
plant, I wouldn't even consider going out of the
T&D (transmission and distribution) business,’
added Little. Attachment E hereto.
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These observations by Mr. Little clearly support the conclusions
drawn by Robert E. Bathen, a partner in the consulting engineer-
ing firm of R.W. Beck & Associates and manager of its Orxrlando
office, in an analysis of the power supply alternatives that should
be available to Vero Beach made in response to an inguiry by
Vero Beach City Manager John Little. Attachment F hereto.

. This analysis leads to the conclusion that absent limitation

.on such alternatives that should be available to cities such

as Vero Beach -~ for example, full power supply coordination -
and purchase of wholesale power from FP&L =-continued operatlon
of the Vero Beach system could be economic. :

FP&L "proposes to continue to operate the generating
facilities of Vero Beach at their present location for an
indefinite period of time after the date of acquisition.”
Exhibit L to Application p. 3. This documents the value
the generating plant has to the FP&L system. This being the
case, there appears no cognate reason for the failure to con-
sider the sale of the City's generation equipment (or capacity
sales utilizing the City's generation plant) with the City
staying in the transmission and distribution business.

Moreover, FP&L has consistently discouraged the City
of Vero Beach from attempting to purchase wholesale power
from FP&L. In 1967, for example, FP&L rejected a regquest by
Vero Beach to purchase wholesale power. See Attachments G and
H hereto. The Company stated it was "reluctant" to go further
into the matter of selling wholesale power to the City of Vero
Beach because of the need to study three other alternatives,
two of which involved the takeover by FP&L of the City's
business by "outright purchase" or "30-year lease" of the system.

In addition to wholesale power service by FPsL, the
Commission should consider the alternate advantages of
interconnection and full-scale coordination and pooling which
would benefit both Vero Beach and FP&L ratepayers. The sale
. appears to violate the policies of the Clayton Act in that

- it may substantially lessen competition.

In view of the foregoing, there is a need for a full
development of all the facts regarding FPsL's actions herein,
in the light of the full circumstances before an informed
judgment can be made by the parties, and the Commission, as :
to whether the proposed sale is consistent with the public interest.

*/ If the Vero Beach electric system is sold, Vero Beach resi-
dents will purchase from FP&L at retail. In view of the further
monopolization of wholesale and retail power markets represented
.by the sale, conditions would be required to the sale assuring
that they receive benefits associated with competltlve wholesale
supply conditions.



WHEREFORE,
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it appears: (1) that the application by

FPsL fails on its face to allege sufficient facts to justify

2 finding of consistency with the public interest required for -
FPC authorization of the sale of the municipal system of Vero
Beach; (2) that the application is premature because the

Internal Revenue Service is likely to disallow the planned
defeasance of the municipal obligations and thus invalidate

the critical price term and therefore require further negotiations
between Vero Beach and FP&L before the transaction can be consid-
ered by the FPC; (3) that FP&L may have violated its utility and

securities law obligations to deal openly and with. full
disclosure of all pertinent considerations to the public in.
connection with the proposed sale; and (4) that the City of
Vero Beach has been deprived of meaningful alternatives by the
anticompetitive activities of FP&L, inconsistent with antitrust
law or relief; has placed pressure on the citizens of Vero
Beach to sell the system and deprived them of a free choice. -
Intervenors request that they be granted intervention in

‘this proceeding with full rights of a party thereto and

that the Application be rejected, and in the alternative,

- that the Commission enter into a full investigation and hearlng

‘on the matter.

Law Offices of:

Spiegel & McDiarmid _
2600 Virginia Avenue, N.W.

Washington, D.C.
202-333-4500

20037

Respectfully submitted,
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George Sbiegel
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Robert Harley Bear
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Dear Vero Beach Resident: L
" OnSeprember 3, 1976, Florida Power & Light Compasy - :
informied the Publie Sesvice Commission of ourintention to file for rags i
relief, When you firstheard oe read thae Flosida Power & Light Come.

pany wasasking for rate relief, two questions probably popped righit into
- "'%&Mﬂﬁﬁsd@@nﬁeﬁmicbiﬂifmmfaseﬂmd&tﬁv
" systesn o Florida Power & Lighe Company? . ) .
Why does this comenow, at the lase minuge, before the -

{

: ,I‘dlikemdvemmirdmbo&idx&poimswidiquick
"o, - Fisstthere will be no effect on your electric bill ac all for quite s +
while. Ie genrerally takes months for e Public Servies Commission ©
- . study and aczon a rate request, We will be well into 1977 before a fiml * -

approve the sale in Tuesdays voteand igis -

Meanwhile, if you
concluded in the near futture, you will begin enjoying Florida Power & .

ower & Light Company$ Ralph Mulholland.

Thisstll indicares

Vero Beschimeestobe 15% higherthan©
Flaorida Powes & Lighe R .

. All hese figures include local ualicy taves, fuel adjusament and

. %mmhaveammdg:mdngmizaﬁa Lucie
ini sexvice in the near furure, This should bring annual fuel savings of
more than 3100 million thae will be passed directly ro our customess
areduction inchefuel adjusement, which hasbeen reflecred above,
- So there you have it even with Florida Power & Lighe Com-- :

E p_my’sﬁ.:l! rate mﬁeﬁmqu&t approved, you will still realize 3 considerable -

* . Whydoesall thiscome
bfe.;ldaysawayl All through the

just nove with the referendum onlya
niegotiations with Vero Beach we have
complesely frank about the possibility of 2 rte increase; _
We poiriced out that Florida Power & Light Company faces the
same tremendous cost pressures that are squeering every electric usilicy in
Florida, Floridz Power & Light Company is paying the inflated coss of

Lighe go;zimnyk present races=which are, as you know; Corisiderably 575 with iicorie ffom a 19% rate smucture.
! A :

what you now pay. v e
. foug race requese isevennaunily granted by dhe Pisblic Seevice
Commission, the elecric bills ofall Florida Power & Lighe customess
will rise. Bue you will sall pay significandy less when Floriia Power & _
Lighe Company provides you electric service than if Vero Beach con- i
tinued o operage the elecaric system.

Asforthe dming: Friday, Seprember 3, was the eagliest possible
day we could pregare all the desils and paperwork for the Public Sesvice .
Commission. In fact, we didn't expece to be ready uncil the end of
Septembes .

We wanted you to have all the faces before you vore, soa loeof
people ac Florida Power & Lighe Company worked overtime tospeed
thingsup. Gestingthe newsafewdaysbeforethe voremay nocbeideal. .. .
bue it sure beass getting the newsafier the vore,

* Now, I like to give you more of the demils becouse you're ene -
- dded toa full, frank explanation. To give youan idea how thevoreand:
" ourrate request mighe aifect your elecrie bills, here are some figures
based on a residendal customer in Vero Beach who uses 1000 kiloware
hourspermonth. Firse, wemadea comparisonusingtheaverage monthy -
bills chis cuscomer would have paid over the firse eighe months of 1976, *-
AT PRESENT RATES ) t
VEROBEACH . FLORIDAPOWER&LIGHT
N 74T B $3840 - ,
Veros Besch mtes are 24% higherthan Florida Power & Lighe
Company - . _ ) .
Now suppose during 1977 the Public Service Commission
approves Florida Power & Lighe Company’s requese for race relief in full.
Compare the average bill based on thae with whae this same cussomer
would pay if Vero Beach conrinued to operate the electric syseem. To
miake chis comparison realistic, we must add w dhe Vero Beach rage the
12.7% increase which isaccounting firm; Frnse & Ernse, informed the

‘zh_kﬁmm&uﬁc@mw@m?wu@imﬂybem
among the lowese in Florida, We are confidene that in dhe long run, when
the other Florida elecrric udlitiesadjuse o meeerisingcosts, youll find -

- Florida Power & Lighe Company rates near the botrom of the ise.

Itk crue dhae we didn't suddenly decide on the moming of _
September 3 to ask for rate relief. All year we've said publicly chagwe
were seeiously concemned aboue rising costs and the possibility of 2 raee
requese has often been considered,

When we couldn't postpone the inevicable any longes, we seareed
preparing the facts and figures we need t suppore ourrequest, Itsa big
and complicated job and, as [ said before, it looked like we couldsi's be
readdy until the end of Seprembee

This worried me 2 loc because | knew your referendum was
coming on September 7 | asked our people to really put the pressure on—
tnworkmghtsandweelgeudsifnecm:ymgetourrequatmdwpubﬁq
Service Commission ready before Seprember 7 They did a greac job.
Within a few minutes after we filed our request with the Public Service

: Comision.lwasablempasd&emfomﬁononmmﬁwoﬂiciﬂs
and your local news media.

Tosum icail up, we did everything we could to give you the

 newsbefore the referendum. Even if Florida Power & Lighes full request
* isgraneed, you'll still pay less for FloridaPower & Lighe service chan
+ yould pay if Vero Beach continued ro opesate the electric syscem.

- Wesincerely believe the proposed sale will be a good ching—

+ good for Vero Beach eleceric customers, and good for the Cliry isself. Ific is
" approved, we pledge to deliver you reliable electric service at the lowest

* possible cosz. We hope you will give us the opporruniry to keep

- this promise, )

" Sincerely, ,
. FLORIDA POWER & LIGHT COMPANY

Clity would be necassary: ) _ ' Ny ,
VERO BEACH FLORIDA POWER & LIGHT R.G. Mulholland
- $53.60 $46.60 Senjor Vice President
| PepRed s :




'PL Walkout Threat Voiced

ver Consultant C}zaie-'e o
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¢
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By BOB DESIDERIC
- NowexJoursal Ralf Weiter )

R.W. Beck & Associates. Orlando, and two other consul-
tagts seeking to make an electric takeover feashilicy study
for the city will be invited to submit proposals here May 12,
the City Comraission degided Monday.

The comumission voted unanimously to bearthe threefirms
Jizg a threat by Kermit Coble, lawyer for Florida Power
and Light Co., that FPL won't cooperatein the study f R.W.
Beck is selected.
“¥r, Beck is fignting us in two w Uiree other places.”

emphasized Coble, adding: *He is well known tabe biased.”
- Cobie nsoded out several unidentified clippings of

“articles” conceriing the Jimms participationina New York

- State group pushing for public power, :
Coble balanced his attack, conceding: *“They are a good

‘ company. don't misunderstand me. and they ax:e.qualiﬁed gt

make your stedy.” o
However, e im=rediately quoted from aoother clipping
which allegedly regorted that someone felt the frm hade’t

inne well with a repoct for an ynidentiffed client. “Lhate o

say this.” adied Coble.
~4ny of the other 1% (original list of prospective

" consuitants) we could cooperate with anddo business (with},

and {we; would. Thisis it! This is vour decision and that'sail
® got 5 say,” conciuded Caoble. i
- e Mayor,” said Commissioner Bubin Hanceek, “Idon’t
thinik cestain peopie nere should malke up our minds (about)
what we're going o hear.”
We should intervisw them and if wefind them biased we'll
throw thess out.” zdded Hancock.
Commissioner Bud Davis noted that being invited and

" heing selected 2re iwa different things. ~*If Beck sppears to

Be biased, then you can throw iz out.”

City Atty. John Chew said disqualification of one of the
three fiems wowd force the: commission to seiect s
repiacement. He noted that state law requires the city i line
up three {irms with which to negotiate.

Mayor Larry Kelly thes asked Charles E. Burket,
exscutive president of Russell & Axon, “*How do you feed
about problems encountersd iz Joing e study?™

_Burkett, acting in an advisery capacity only, declined to
discuss another consultant's integrity. However, he aoted:
*It's tough for a firms to come here and make a study when
you've got a prabiem to begin with, but L am surethat they've
rua into this befure i many piaces.

“r tbm they’re ail capable organizatiozs, and [ am sure
that if you sign a comtrace with them, they're. going a
perform accordingly.’ .

“I think simple justice requires that we invite them inkere

and bear their side of it,” deciared City Manager Russe!l

*{ told Mr. Cobleif he weren’t oa theotherside, I wordd like
ta have him on my,sida.” said Kelly, séding goodnaturedly:
*f like the best.” .

 The other twa firms invited are Black & Veatch. Kansas
- City, Mo., and Ford, Bacon & Davis, New York City.

The Mayor insiructed Smith to include in the invitations a
request that the three fiems ‘‘come prepared to address
themselves to franchise negotiations,” as an allernative if
the study indicates taking over FPL's distribution facilities
in the city isn't (zasible. The company's 30 year {ranchise
expires Oct. 22, 1977. '

The consultant presentativns will start ag9a.m., May 12in
the Palice Administration Bullding Anpex. :
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:be especially well qualified. - - frm, wiziehtzmstaiisaidis“sup;eme, i :
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studies, ag-well, diring the lase five - and “for Gty purposes, they are the
- Jears. - Ll ) : ' .
- BuBlaék & Veatoh B35 done work - When the time comes to hire oze of
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. ‘ByEdDangler . * . " company. The testing' agenéy advised money pravided by the purchases. Any
There was good news and there was Little Thursday that the plant had finally  profit to be made with the defeasance of
bad news in Vere Beach Thorsday.  : met stringent state and federal emission the bonds was to go to FP & L. The IRS|

Fiest, the good news. The new unijt four standards, The city accomplished the - informally notfied Little that FP & L
@  » city’s power plant finally passed ' feat with the use of 2 lower thar nermal  canmot profit on thetax-rexemp:.stat_usot
its sulfur emission tests and will be sulfur content fuel, : the municipal bonds. .
issued an operating permit by the state Once the. written report is i Little’s The city manager said_he ang Coun--
Department of . Envimme:xta}._- hands, ke will either personally deliver cilman Davig Gregg Jr., city negotiators
Begulation, : . T eaw’¥ am application fop an opersting permit, in the proposed sale, had argued with Fp
- g e 'i"ushaveigdeliveted,totheDERvam@m & L about the bond issue, The [RS ruling
Rg’gu;u; gfcgigmng; Im&f?:é , Qt:iandQ: probably eariythisweg& .~ Dow means that if the city can defease |
detbnsing, ahgms mn I, OF e e oY So0d aéws [ve ference wouid b 1ol the dit
defeasing, about S0 million I bg the city manager, while samplig some is tax-exem tanng&,Li.:tizg snes
owedou.theelectricmtem-mis.rﬂmg' e Ay ch'g . th 'ty'p lg P TE th bongs uld‘lx B o dete :
fears City Manager: Johs Little, could - COFiStmas cheer in the Clty'S planuing - € > Sou S Bave been defeased
throw 3 roa dblecic irs the planmed sale of - “C0Ce: He lamented tlxe‘ fact, a!ut.;:gug!: | im Ngv;:xber, 1978, the money required. |
the electric. facilities to- the- . o . oot mexpegteg, that the IRS would not  waul have amougted to approximately- |,
f === : sy approve-allowing z tax exempt status te. - $£27 million,. meaning # 3 million-plus--
Eoy,er axxd hgﬁz?ampany.: i e FE & Lsfor ‘its’plagned payoff of the. - profit for the purchaser; in this case, FP
.: The operating permit and the. manner-.: electric~ bonds..: as:"is.allowed: for. . & L:until the IRS stepped ints the pige~
-of defeasing:ifi=elsctric bonds' are botir . municipaily-owned electricsystems.. 7 ture. T Tmeats 5 euse S -
mdzﬁcnaﬁtemsxmthzsalet&??& To papoff the $36 million owed on the ™™ "Little said the rulingcould. affect the 2
- Juit four at the plant wa oo more:; o the city:. plans., tow purchase " planned sale of the electricsystem, it Fp .
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VERQ SEACH — Flgrida Powe
ep asd Lighes i neep the
pressuie om the city ta sell iis
power systerz may doom eifores
for city ukility cusiomers o gaig.
somze relied thiy sumrmer [rom.
astronowical electric Hills, i wias
lenrred this weels,

Clty Manager John. Little has

mu'ymg quietly over the past -

menth W Work gut am arTange-
Bent with e COriands Utilides
Cammission (QUEL] 2 purchass

exerss powar o offset 3 predicted
25 per ceae jump in the fust
adjustent chargs tiag will coms
wten the city is forced . to stars
ysing low sulphue Euah earty :ms
summer.

LITILE SAIB:)fouézy- the
Jriasds muagictgad - utilicy has
agreed to furmish. the gower aag
tag savss o Vera Beack slectis

custamers - caum ‘3@ “considere -

asle,”™”
Tha kiteh i ;ka plan is ke griv-

' f:aud.

Jriagde o Vern -Baack i over
FPL lines, and the giane privats
wiliity is relustaag o cooperats.

Ths Vers Beach Clty Council ; -

agreed, in prineipie: (8 a: recom-

mesdatiog R Febrracy @ jursus |

agesmats W sell the municwsal

msymnxtsmrum
million,

BEE:MIS’E THE anly reasas fap
the council 5 cynsider-seiling the
syste is the higke cose of zoeauyb_

pradueced electricity. FPR is.
reluceane t6 4o anyehing that .
would tecd ta reduce the price ;

and thus remsve soms of the
urgency felt by the public asd
qty afficials wig- -ase facing a.fued
adjustnent charge.-of more-tham
23 per st-scquag -hours wien

ther use of" sxpensive ‘m:mpbn:.-

fisl bvecumes. mdamrr ;:!.-n
summer. .
Littie is
cheggper GU¢ power wouwld “sely !

. o -

seumz the systens. |
*suything ['¢an’ d&mkeﬁa

mimam&, ES;:E

r;mmnx.c;a.,rzuz?d
Jeames I8 Keew: the dispasity™ bee
tween city and FDL rates as wids

zet the power [rom |

:mrca‘amg\i

. be a temooraryereliet for locab’
users. aod aoe am altzrpative o i i

2s- possitle 23 an jmduceszeme to

2o through with the sale of the!
pewef syster, amd a receagi
presentation of the OUC pawer!
nurchase plm @ FPL officials
met with 2 “‘nregative’ re:cunn..

“What would you da if you waes
in their position?’” Liltle asked.
FPL has consistgordy resistad
attempes 1o use its lines as 2 -
common cacrier (0F other systerms .
and does cot evewr Tave a set
cherge f(or suck use, knowa as
“wheeling,” s thee the dmauas af
savings o city customaers by -
purehasing ocur powse, if FPL
agreed (3 cooperate. cannet be

decermined now, Lirtle said.

LITTLE SAID if FPL refuses to
g0 along with the request 26 use
‘it% lines this summer., the city
‘Comid $6 ' 5 Court. Sut such ag -
‘aezinr wwxd:m e city in the .
unemfnmaie pasitier of. Bt |
‘suing ‘FPL. aad trying 1o wOrk gul-!

. ac smbe agz-em:, at e same -

.tire,
Even if F‘ﬁL rofuses ts cscpere

-+ ater” wiely the city's attempts o °

purciise Ortands sower, Lirde
(saick thederis-g "assxbmcy’ the city i
could - perchase FPL . powsy G -
help keep eiecﬁ'c gills down thig :
SEIREBER. - K
=t dor't: care wnm £ gee it
fEam, S Litde samls “T°d gue it ’“3@.
“skp devit hiszselfif it was chesper,”
thaw- mmmgas&&m‘_
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. - R.W. Beck AND ASSOCIATES -
"""‘-t. . : ST - mc‘xrvm-zs‘matom;uix;mxs_ o

S PRANMING

DESICN : : o . SEATTLE, waSH
2ATES o 1510 EAST COLONIAL DRIVE - o ’ .. DENVER, COIl
. AMALYSES ° . POST OFICE 80K 617 . ) ST PHOENIX, A
EVALUATIONS : , L a . - ORIANDO, FLORIDA 32803 . e o C;WDO;:
MANAGEMENT : T . TELEPHONE 105-8%6-4911 ' mmu’”‘“‘”"o

. ' INDIANAPOLLS, |
T o T ... April2, 1976

| Memcrandumféz Mr, John Iﬁttle o _ o s

From: . Robert E. Bathen

. Subject: f o . Power Supply Altérnatives for Verc Beach

: Following your telephone call yesterday, in preparation for cur
meeting today, 1 have given a good deal of thought to the possible power |
supply a2lternatives that may be, or should be, available tor Vero Beach.

. Should the City of Vero Beach decide to engage R. W. Beck and Asscciates
-* . to assist it in making such evaluations in cooperation with Ernst & Ernst
‘ and any other consultants the City might engage, I believe the City should
explore fully the following altermatives prior to making any final decision
with respect to an offer by Florida Power & Light Company to purchase the
.- euntire Vero Beach electric generation, transmission and distribution system.
. These alternatives should be weighed in any comprehensive analysis of the
economic (and non-economic) considerations of a possible sale of the system.

: i Apparently FP&L is prepared to sell power to the citizens of
Vero Beach at retzil at FP&L's average system cost. Aside from the distri-
bution system which FP&L would have to purchase, that means that at the
input to the City's system it would be supplying power at its average bulk

- power cost of generation and transmission. This would include power from
the entire mix of FP&L's present and planned future generation including
puclear, gas-fired fossil units, and oil-fired fossil units (and coal if the
Company ever should decide to go to coal)., As in any offer to purchase a _

- system, there is inherecnt in FP&L's offer a willingness to supply such power
and energy at average system cost to retail customers. Therefore, I can
think of no sound basis for FP&L's refusing to supply wholesale power to -
Vero Beach at average system cost. FP&L now supplies wholesale power
for resale to rural electric cooperatives, the City of New Smyrna Beach,
and the City of Homestecad. This power is supplied pursuant to FP&L's
standard "“SRY rate which is on file with and regulated by the Federal Power

- Commission., If, therefore, Vero Reach were to become a wholesale



_Memarzzndum tQMr J'ohn Lz.ttle = I _ S
Page 2 | S ..ot April2, 1976

power purchaser under the SR rate for its full or partial requirerments, its

customers would receive the same benefits, without the lass of the system

assets, that they would receive if the system were to be sold insofar as
.ccst of bulk power sup'ply is c:onc:emed Furthemore as tao the ccst of

" under the SR rate, it would be in an eccn@mmally 1dent1cal posz,tmn in -

. ‘malking such sales at wholesale to Vero Beach as- 1.f it purcnased the system

. and supplied power at retail,. - . oo . s T

: Under such an altermative, the question arises as to what Verg .
Beach wouwld do with any or all of its generating capacity that would be idled
because of a purchase of wholesale power from the Company. Based on our
experience in general, and studies of the New Smyrna Beach system in
pazticular, it is likely that under such an altermative the rnost economical
arrangement would be for Vero Beach to purchase only a portion of its
requirements under the SR rate and provide peaking and reserves from its
own existing generating rescurces., To the extent that partial requirements
- firn power purchases under the SR rate would idle generating capacity, it
would seem to me that when comparing the embedded cost to the City of ,
.such generating capacity with the cost of new generating coming on the system

 and planned for the future (up to $1,000-%1,200/kW), Verc Beach should be

 able to make sales of such surplus capacity to other utilities in the state at

a price whick will more than cover its embedded fixed charges on such capacity
One possible source of such sales would be to FP&L; as a credit against the

SR rate billings. In such instances, Vero Beach might agree to place its

units under FP&L s operational control sc that FP&L could call on the
capacity during eme:cenczes pezk load pemods, scheduled cuta.cres, ete, ,

on th& FP&L system.

- Full exploration a.nd evaluation of th;s alternatwe cf:ers the
prospect of immediate reductions in the cost of power to Vero Beach and
the rates to its customers. I think this was one of your primary concerns
in talking with me on the phone yesterday. You'could not see any way to
achieve 2 short term solution that might result in rates for your customers
competitive with those of FP&L's retail rates.

2. Without excluding or linﬁting the alternative discussed above,
it should be recognized that the strongest impediment to Vero Beach's pur-
suing favorable power supply alternatives is the present lack in the State of
Florida of a truly integrated poocling arrangement for power supply resources
among all utilities. The generating resources of the utilities in the States of
Florida are not-planned or operated under a true pool concept such as exists
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and has existed for many .years in other areas of the country. Under such
a true pooling concept, the planning is done jointly to assure the most
economical unit sizes, optimurmn utilization of the best sites for particular
types of generation, economical planning of transmission, judicious use
of transmission rights-of-way, optimum mix. of generation utilizing the
varicus types of fuel supply (nuclear, ceal, oil, and gas),-and optimum--

' operational efficiency of existing and planned geénerating units under a
- single system dispatch concept. Under such an operating concept, units

are dispatched against load of the entire region in accordance with equal

" jncremental heat rates taking into consideration fuel cost variables and -

variable O&M cost, no load running costs, start-up costs, etc. Extensive

studies have been made and presented to all members of the Florida

Coordinating Group (FCG) which demonstrate the economies to all the
citizens in the state of just this aspect of a true pooling concept, that is,

integrated operation optimizing for the total good of the region as oppos ed

to individual companies.

-If, and to the extent, a2 major utility in-a region resists efforts -

‘by others in the region to create such a pool, such resistance inhibits the

alternatives of small systems. If such a situation exists, it would be
unreasonable to expect a small system to make a decision with respect to

. the merits of 2 proposal for it to sell its system if that system is somehow

depied the opportunity to participate in the benefits of such true poocl cnncept,
partcularly if the potential purchaser of the systern is a party to preventing
consideration by the small system of the benefits of such alternatives. Until

. reasonable assurance is secured that such impediments as might exist are,

or will be removed, so that a small system can evaluate its costs of power

supply 2s a member of such a regional pool, any analysis of the economics

of sale versus continued operation of its system would be distorted in favar
of the alternative to sell. SR o

3.  Although R, W. Beck and Assoczates bas never been ca.lled, upcn
to make any specific studies of the cost of electric service in the City of
Vero Deach, it has been our impress sion over the 34 years we have served

utilities in the statc ‘that up until the 1973 uil unbgrgc and the more rt.cz.nt
failure of Florida Gas Trzms:m,ssmn Company to supply substantial gas to

Cr Rty

ar b enefits a,ccrued to the City's General F und Clcarly the v*zrtnall’y" '
c@mplet loss of cas supply Under contracted ralés which has required the
City to purchase presently high cost fuel oil to replace such gas is the
‘predomzna,nt fzxct@r in the ccst cf electric service to the customers. As

ity, its rgtgs@;ggre comﬁetﬁzxg Wz,th th@se Qf the Com‘g_agz a.nd substanﬁzal
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you know, eight sister cities in the state, namely, Sebring, Lakeland, Starke,
Kissimmee, Tallahassee, Gainesville, Homestead, and Fort Pierce, formed
a "Fuels Com:nittee' some years ago. Due to the efforts of that committee
through litigation with FGT, the "fuel oil escalator’ clause in its various gas
contracts which was previously unlimited was reduced to 6 mills/therm. Also,

"as a result of that iitigatia'n, FGT entered into a stipulation in the United
States District Court for the Southern District of Florida, Miami Division,
- wherein it agreed to "exert its best efforts’ to secure gas for the preferred

interruptible customers, which include the cities, up to new larzger contract

. quantities set forth in the stipulation. Although Vero Beach was not a party.

to this action, it nonetheless benefitted in the same rmannér as the other cities.
The court maintained jurisdiction to enforce the provisions of the stipulation
agreement. In a recent motion to the court, the cilies have raised serious
questions as to whether or not FGT has indeed made its "best efforts’ to secure
the gas and have sought the court’s assistance in securing enforcement of the
terms of the stipulation agreement if FGT is found to be in vmlation thereof

in any way. S . :

. Further, it should be poznted cut that FP&L enjoys 2 substantzal
benefit through its T-2 and T-3 gas contracts with FGT whereby under con-
tractual arrangements with well-head suppliers and FGT, it secures gas at 2
cost comparable to that Vero Beach would pay for gas if it could get it. Also,
FP&L is presently not subjected to interruptions or curtailments under the
T-2 and T-3 contracts such as Vero Bcach is currently ewpenencma a.nd which
FGT has sa..xd 1t will expencnce even further in the future. .

An a.nalysz,s should be ma.de of the extent to wh:.ch additional gas
sup'phes might be made available in the future a3 a result of the cities® suit
or otherwise. In addition, an analysis should be made of the possibility of
reduced gas deliveries to FP&L under its T-2 and T-3 contracts.  Any reduc-

- tion in gas to FP&L would have an increasing effect on FP&L's rates. Further

any such reduction in supplies to FP&L ccul& have the effect of increasing the
gas available ta Vero Beach. :

4., ' You. are wcll aware of the current bcncf‘i,s that low cost nuclcar
energy is providing to the customers of FPL L and other utility systems across

~ the country as compared to the current high’'cost of fossil energy. A number

of cities in the state have written FP&L and the Justice Department requesting

 participation in FP&L's future nuclear units. [ understand that a number of

those cities are giving scrious consideration to filing motions prior to _April 14

to intervene in hearings beforce the Nuclcar | chula.tory Commission (NRC)
regardxnw the conditions of license to I‘P&L which must be issued by NRC._

et s o - v B T I



~ conditions that the intervenors may consider necessary in order that granting
- of licenses foT such large nuclear plants does not ”crea,te or mamta,m, 2 site-- -
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The cities are seeking direct access to such nuclear capacity and e,nergy
(puzchase of a2 fair share thereof), commitments by the Applicant with respect
to pooling, provision of transmission service to facilitate interchange of power
between utilities in the state, access to coordination of planning for- generating
resources and access to coordination of operating such resources, and other -

- @ ot ez e e e

ation mc@nszstert with the nation's antztrust la.wsia e

C momtmce = .

Peagpaapuisaay

In addition to the future nuclear plants v,h;,ch because of thezr o

lcng lead times are not scheduled for completion until well into the eighties,

FP&IL has under construction its St. Lucie Unit 1 which is scheduled for
corruriercial operation this year and St. Lucic 2 which is scheduled for com-
mezrcial operation in 1980. The St. Lucie units and the future nuclear units wou
be granted operating licenses for comunercial operation under Title 10 of the
Code of Federal Regulations, Section 50.22, Class 103 licenses; for commercia:
and industrial facilities. It ismy understanding that this section requires am
antitrust review by the Justice Department and, if felt necessary, antitrust
hearings before the NRC. Before passage of this legislation in 1970, it was
possible for utilities to secure a license under Section 104(b) which was a re-

- . search and developrment license and did not reguire an antitrust review. This
.-is the type of.license that FP&L enjoys on its Turkey Point 3 and 4 nuclear units

Since FP&L did not offer access to these units to other utilities in the state and
antitrust review did not come into pla,y, there are no participants in these units
cther than FP&L. - :
There are 2 nuznber of alternatives with respect tc direct access
t@ all of the above mentioned nuclear units on the FP&L system that L as a.
power supply engineer would strongly recormmend Vero Beach to pursue
subject to the City's receiving competent legal advice with respect to its rights
to secure access to any or all of the subject units, or in the zltermative, its .

{rights to secure a fair proportion of nuclear generation from one or more such

units such that its mix of nuclear and fossil generation is camparable to that of
FP&L at any time including the present,

As you. ‘and the City Commission recognize, evaluation of alterna-
tives such as thosc discussed above as well as others, is essential in giving
consideration as to the best course of action for the City of Vero Beach to
take in such an important matter. The current high cost of fuel and its effect
on your electric rates is a significant problem. However, this current prob-
lemn of Vero Beach should not abscure the fact that the entire industry is
baving problems.. Inflation and long lead times are adding millions of dollars
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to'_‘%hg.‘imtestznn.ents for new genexitign by the major utilities. No one I know
of is predicting that the rates of large utilities like FP&L are going to do

anything but increase in the future. This is only to point out that what may

be a rate diﬁﬁer_eﬂt{éi}gﬁ;_y;in favor of FP&L may shiit to a rate advantage

e e e

. for municipal systems in the future if they are 'p"eif'r‘finittefd to pursi:_e all of

oo

the alternatives that should be available to them. ~The inheront advantages

o

 COnsSUINers are equal, or lower, for the investor-owned systems. If the .

" municipal systems are permitted to share fairly in the planning and financing
' of large units and utilize their existing smaller units in thé most economical

. way, the historical economic benefits of municipal ownership should be

. Tof lower cost, tax E:éempt-ﬁnancing available to muznicipals for distrib‘iifféﬁ,ff?"f
- iransmission and generation investment require overwhelming disparities. .

jn the bus-bar cost of power of investor-owned utﬂi_tiés._befo_re costs to :

restored..

We would be pleased to assist Vero Beach in making engineering

- and economic evaluations of its alternatives and in pursuing such alterna-

Hves in negotiations, meetings, etc., in order to evaluate fully both short .
range and long range effects of each. - ‘

. However, you recognize of course that in order to pursue some of .
these altermatives, municipal systems must have competent legal counsel and
guidance of attorneys experienced in such matters, which expertise, as engi-

- peers, we do not possess.

o - L - | f&«ﬁﬁﬁ.&é’% |

Robert E, Bathen

RERB/ebf
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. Nir,’ R. D. Cox aznd I visited with a group representing the City
R - of Vero Beach ox November 21, 1967 at noontime. Those present
beszdmax snd myself were: Mr. F. C. Wallice of Black .
and\xVe;tc‘z M=o James T. Vocelle, City Attorney;. Mr. Jack .0 - ~
Sm::s. C:.ty Cifmmmissioner, and who operates z lumber and supply -
ny: Mpe Fred J. Prestin, City Commissioner; Mr. James | -
'Pryde, Clby Manager, and Mr Fred Gcssettg le Managez. '

. Tkis meeti o was the result of an earliex call to M Fullertan
from Mr. Pres@n which was relayed to me. I vzs;ted, these pecple .
to discuss several matters. S . R

: 1. A territorial agreerment, which to some degree had been inves-
tigated previously, but was held up as a result of conversation
several months ago with Mr. Pryde who was not informed at the

 time, being newly appointed. The result of this discussion Was

- that Mr. Fraank Phillips, Distribution Manager, Mz. Wallace and

I should review the territory and establish a territorial agreement
which I would told would have to be appraved on our part by the . . -
Florida Utilities Commission. I told them I was not interested ig -

o Icsmcr any custormers but would work toward adjustments to the

“¥ = ¢ best interests of Florida Power & I.,a.ght Company and Yera Bea,ch.

2e The question of wholesale power was presentad an:l I told them -
" 1did not think this was a good idea and then withdrew my answer ~ .- °
= and stated I thought a review of the third purpose of the mesting,
(discussion of emergancy service), might enter into this and be &
solution. I said we would be glad to discuss this but that it ivould
depend, of course, on the interpretation of what constitutad emer
gency service. This ‘then brought on the third question.

°
>

- 3. Itold thern that we are still mterested. in wcrh‘if’ out scmeth&.a

_ that would be amicable to them and owmselves in the way of emer
geney service but that it was a subject of furthe_, discussion for con-
clusions. . .

o if‘_, eﬁ :;ﬁ: l
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Mr. Wallace brougit up the ‘question of rates and trading of power -
and also at the timma made a statement that Mess¥s. Spencer and
Fuqua had previcusly tald them they weére not interestad in wholee
sale power. = - . . S )

. o

At this time I asked them (those rTepresenting the city), as a
diversion, wiethes they were interesting in selling or leasing :
the praoperty to us, They said "yes," that they would be interestad
in a proposal ind asked how long it waould take to make such a pro= -
.7 posal. I toid them that if we had the information 2 preposal could ~
~ Be made in about 30 days. ‘ : T T
At this peint Mr. Wallace read a proposal to the group that we were -
presumed to have made in 1959. Ke plans to send me a copy of
this. At this time Mr. Vocelle spoke up and said their charter did
- BOt permit the sale of their property but that this was not something:
he would be tos concerned about as a referendum and legislation
chazge could be made if_somethi;ig of this nature was worked Qut.

It was furtker progased by Mr. Sturgis that the answers to the-
 questicns Mzr. Vaoeelle stated as being necessary; namely, terri- .
torial agreement, wholesale power and emergency tie, should be

Fusther Notas S o

[

I see that it is riecessary that other members of the Commission
should be visited to get their attitude regarding these matters. [
think I should visit with Mr. Phillips and work out the territorial
zgreement as SQon as practicable. Also, since Mz. Spencer had
worked with me on Vero Beach mattars previously that he again

- eater the picture with me in my. visitations up there. . .

I have obtained copies of the 1965 and the 1966 audit of the Electric
Revenue Fund and alse received a copy of the Review of Slectric N
System Plaaning that.Black and Veatch submitted on Nevember 20,
1967, - S : T :




;.? est Palm Eeacﬁg Florida .
November 28, 19674 .

"Clty Commiscion of Vero Beach
Vesg Dezch, Florida . : o "

Attention: M=, Jame; Pry<e, Cily M’azzag_ef.- :

Gentlemen: - | : Lo f .

T Itwasa plfeasure' 1 4<) 'meee with the ofﬁcﬁ o1 D:w - .
_ discussz clectricsl problema. After the
~ that I would answer tiiree importaat questioas as 3oon as possible.

The first was 'abau:'icrritcrial agreement. Iar= sure that
- tals readily caz be done and you requested Mr. Srank Phillips and
Mr. Fs C. Wallaze to work with me. Approval by the Public Se=viza
Commiszsion 15 aezessary and we foel, and know that you will agrec,
that this territorial sgreement must be concluded before either the
City or our company can progerly measure the proslem and detore
‘mine which further action would be in its bess interest, which is, of
. €ourse, its custormers! best interest. - . S

The second question was about an emcrzescy tie with your
system to furnish waatcver power you may need in case of an emess
. 8e=cy. Peading the develogment of a tazritsrial agresment and
. further decisicas to waich we refer-belaw, we wiil be in a positisn
 to mizke an ermergency tie with your system. This will taike the prase
. Bures of immediacy off both the City aad cur company and srovide
- time for furthier study and discussion. - e e

The third Guestion invelves wholeszle power tg the City and
we are reluctant to po further into this at this time as we belicye *
there are other alteranatives whick should first be fully studied,
These will {nclude: S ' .
(2} Similar ziran;cmems for interchanze of power between
, us such as we now have with the City of J ackszoaville and Crlands
- Utilitics Commission. |
. (&) The outrizht purchase of yOour prescat system LBy our come
Pany. ' ‘ '

<

{c) A 30-year lease of your present system by our compénﬂr far
our operation.
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. | We fecl these 2ltarazsives a“oulf* be ﬂiﬁrea full and free dise - |
cussion and deliberzziasa by beth grouns before going into the matter-
of negotiating o wholesale power contract so that we all eas be sure
that the sventual determination is basad on full understanding of 211
the facts. - - o : - : _ .

- - S T - Very truly yours,
) . i, p~{nn
. . Vice President
°. ) N
Imj . n Qi/ -' L o . ) : .‘ .
Bee = Mr. R. Co E"ullerton R ‘.,.. e e
Mz. J. G. Spencer, Jr. . . S L e
- ° ° < ®
e © ® &
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VERIFICATION

Districtvof Columbia, SS:

' Robert Harley Bear, being first duly sworn, deposes
and says that he is an attorney for Dawson, et al., and
that as such he has signed the foregoing Protest, Petition
To Intexrvene and Motion To Reject Application, for and on
- behalf of said party; that he is authorized by the party so to
do; that he has read said Protest and is familiar with the
contents thereof; and that the matters and things therein set
forth are true and correct to the best of his knowledge,

information and belief.
/""7«“7’
/«f»—"*

Robert Harley Bear

Subscribed and sworn to
before me this 10th day
of January, 1977.

e TN

Nota;y Public

Xy Commission Ecpires September 40, 1979 e
NM-—-:—.__, . 2

CERTIFICATE OF SERVICE

I hereby certify that I have this day served the
foreg01ng document upon each person desxgnated on the official
service list compiled by the Secretary in this proceeding in
accordance with the requirements of §1.17 of the Rules of
Practice and Procedure.

Dated at Washington, D.C., this 10th day of January

Robert Harley Bear

1877.




