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IIQTION FOR RECOJISIDBRATIOH 

The Florida Industrial Cogen.eration Association (FICA) , by and 

through its undersigned attorneys, files its Motion for 

Reconsideration of Order No. 222341 pursuant to Rule 25-22.060. 

The co-iss ion should reconsider its decision to designate combined 

cycle unit~, rather than coal-fired units, as avoided units. FICA 

also requests that the commission reconsider its decisions imposing 

utility-by-utility subscription limits and denying capacity 

paYJMnta to QFs providing as-available energy. 

QBSI<j!AUOM or '1'HB AVOIDBQ QMIT 

IJIIMt 0 fyion floasn't Want eo.bined. !C;ycle Units to be constructed, 

1. Although the Commission designated a combined cycle unit 

ACK -"'---•'~~• the avoided unit, it is clear that the Commission does not want 
AFA 
APP this unit built . The motion to designate FPL's 1993 combined cycle ---CAF unit was aade •with the understanding that, in so doing, this unit 

CMU --wwill be deferred." However, the couission has acted to frustrate 
CTR --.... 
~ Ita own purpose. By designating this unit as the avoided unit, the 

LEG I LJ)/1) s=o..taaion substantially reduced capacity payments to QFs from the 

LIN -'--1iaat planning proceeding. The Coumission cannot reasonably expect 
OPC 
R to defer utility capacity by lowering capacity payments to QFs. 

CH ---
SEC , ~ Jnatead, it aay be ensuring the construction of a combined cycle 

WAS unit, a unit it does not want built . 
I>TH --
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2. If the co .. ission's goal is to defer capacity, it must 

provi~.e adequate incentives. If the Co1111ission doesn't want a 

co-.bined cycle unit to be built it must designate a coal unit.' 

Desiqnating a coal unit as the avoided unit will provide the 

co .. iaaion with precisely the result it seeks: protection for the 

ratepayers fr011 escalations in natural gas and oil co·s ts and the 

"financial risk" of utility-constructed coal-fired capacity. The 

Caa.iasion has recognized that the increased natural gas and oil 

consuaption associated with combined cycle construction will expose 

the ratepayers, once again, to the threat of esca lating energy 

prices.• on the other hand, one of the FCG's "strategic 

conaiderationa" was the avoidance of the "financial risk" 

associated with high capacity-cost units. This consideration 

resulted in the FOG choosing combined cycle capacity even when coal 

capacity had a lover coat (PWRR) .~ 

3. Deferral of utility construction through the designation 

ot a coal unit will protect the ratepayers from the potential 

eacalation ot natural gas prices because QFs will be paid coal-

baaed enerqy payments • • Deferral of utility construction will 

'In seeking to defer the combined cycle unit, the commission 
recognized that there are certain unquantified "costs" inherent to 
the unit tbat it would prefer to avoid. 

~e "fuel flexibility" of combined cycle units provides no 
protection :troa these risks, as the units ca.n only burn oil or gas. 

'Exhibit No. 102, p. 64. 

•1n addition, if gas-fired capacity is not built, Florida's 
utilitiea will not divert gas to the new units and will avoid the 
additional oil consWDption that would occur at existing plants with 
co-.bined cycle unit construction. The ratepayers will thus be 
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protect the ratepayers from the high front-end cost of coal-fired 

capacil;y because QF capac! ty in smaller increments can better 

aatch actual capacity needs. Additionally, under current rules, 

the •cuatoaer risk" of early, levelized coal-based capacity 

payaents to QFs is lower than that of the revenue requirements of 

utility-constructed combined cycle capacity. 

4. The com~ission must recognize that designation of gas

fired units as avoided units in this Docket will very likely result 

in the construction of over 3, OOOMW of gas-fired uti 1 i ty capa.ci ty 

through the year 1995. (The FCG's avoided unit s tudy selected 

3,085MW of gas-fired capacity for construction through 1995.) In 

approving this plan and designating gas-fired units as the avoided 

units, the co-iss ion has steered the state to a course that cannot 

be reversed. Notwithstanding the assertion that the avoided units 

have been aelected for pricing QF capacity, the utilities have been 

given the clear signal that it is reas onable for them to build gas

fired capacity over the next five years and, because of the short 

lead tiaes of gas-fired units, it will be far too late to consider 

other alternatives when applications to certify such units are 

actually considered. 

5. The CoDission cannot reasonably rely on the future 

exercise of its "Grid Bill" powers to control the impact of 

expanding gas-fired utility capacity in Florida. The Grid Bill 

directs the coaaission to be proactive and establish the utility 

further insulated against the adverse effects of the potential 
escalation of natural gas and oil prices. 
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generation expansion plans for the state.• The only feasible forum 

in wl.icb to carry out this directive is the periodic planning 

bearings, which review long-range construction decisions. A 

statewide view of planning requires a statewide study, as performed 

by the P'CG. An individual utility need determination proceeding 

is no substitute and, in any event, would be too late . 

'!'be cc t-ion Baa Adopted. a Policy FavorillC) the construction of 
Gt•-rirtld caMsity 

6. Issue No. 33 in this proceeding asked whether the 

co .. ission should designate a unit that does not burn coal. This 

issue was apparently intended to solicit arqument relative to 

choosing gas-fired versus coal-fired avoided unit capacity. In 

ruling on this issue, the Commission has unwisely adopted a general 

policy that, whenever the relative economic impact of competing 

types is saall, gas-fired capacity is preferred over coal-fired 

capacity. This policy springs from the Commission's approval of 

the FCG' s assumptions, strategic considerations and uni t 

selections. 

7. The FCG's general preference for gas-fired capacity is 

clearly stated in its Avoided Unit study: 

In evaluating alternatives for each year, 
differences in PWRR were often saall relative 
to the degree of precision possible using 
toreca•ts and assumptions. Strategic issues 
were important in selecting the most likely 
capacity alternatives. These strategic issues 
indicated a general preference for combined 

-aad the Legislature intended the commission to merely disallow 
utility expenditures for "imprudent" planning, it would not have 
enacted the Grid Bill . The Commission has always had the power to 
disallow cost-recovery after the fact. 

4 



cycle plants and combustion turbine units over 
the conventional coal unit . 

Bxhibit No. 102 1 p. 7 

The FCG's PWRR comparisons confirm the fact that the relative 

econo•ic i•pact of different unit selections was minimal. 

Selecting gas-fired versus coal-fired units produced differences 

in PWRR that were less than one half of one percent f or a ll four 

decision years (Exhibit No . 102 1 Pp . 122-123) . Clearly 1 the 

selection of units rests on the choice of strategic considerations 

and bow those considerations interact. On balance 1 the FCG' s 

choice of strategic considerations favored gas-fired capacity, with 

ita attendant increase in natural gas and oil usage.• The 

co .. ission, by its vote, has approved the FCG's s trategic 

considerations and the FCG' s overall preference for gas-fired 

capacity. 

8. By approving the FCG's approach, the Commission has 

likewise adopt.d a policy that favors gas-fired capacity over coal

fired capacity whenever the economic results are simi lar. Thi s 

policy is inconsistent with the philosophy behind FEECA and i s 

si•ply an unwise choice. FEECA was enacted, as a mandate to the 

co .. ission, to protect Florida's ratepayers from rising eneryy 

costs, caused priaarily by increased petroleum fuel use. The 

co .. ission, recognizing the clear and present danger of inc reased 

~he Commission cannot reasonably rely on the lower PWRRs for 
gas-fired units in some decision years as a justification f or 
favoring those units. The FCG itself said that the study was too 
iaprecise to rely on the small differences in PWRR. 
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oil use, established oil consumption limitations for Florida's 

utili ties in an effort to provide some measure of protection 

against price instability and interruption of oil supplies . These 

li11i.tations have now bee.n exceeded, at no small cost to the 

ratepayers, who have paid for the cost of energy conservation and 

oil backout proqraas. 

9. The co .. ission has adopted a policy that clearly reverses 

its prlor policy of protecting the ratepayers, and now fosters the 

increased consumption of natural gas and oil by Florida's 

utilities. PEECA's continuing mandate to protect the ratepayers 

froa the danger of increased oil use arques most strongly against 

the co-ission's new policy. The commission should not reject 

PBBCA; it should reject the policy espoused by its Staff and the 

PCG by adopting instead, a general policy favoring coal-fired 

units, except when the relative economics of gas-fired units are 

deaonstrated to be far greater than those of coal. As the FCG's 

study clea.rly indicates, this is not presently the case. The 

Co.aission should select coal - fired avoided unit s for the 

protection of Florida's energy future. 

DesLgnating a 1993 Coal Unit 

10. The co .. ission should designate a pulverized coal unit 

as the avoided unit for 1993 . FICA has presented substantial 

justification tor designating a pulverized coal unit in 1992. No 

1992 units were designated, however, because the Commission ' s 

decision vas delayed until the fall of 1989. This delay resulted 

in a co .. ission decision not to designate any 1992 units. FICA ' s 
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arquaenta in favor a 1992 coal unit should not be ignored when, due 

to no fault of its own, those units will not be considered by the 

co-iasion. FICA's arquments in favor of a 1992 pulverized coal 

unit should be considered in designating a 1993 unit . 

11 . There is a substantial price to be paid if a pulverized 

coal unit is not designated for 1993 . The FCG's studies show that , 

under a high fuel cost scenario, the 30-year PWRR of its 1993 

coabin~ cycle units is far greater than that of pulverized coal 

units. If the Commission is to give any consideration to 

protecting the ratepayer from the risk of fuel price escalations, 

then it aust be mindful of the PWRR of different unit types under 

high fuel cost scenarios. It is not enough to simply note that a 

high fuel price sensi ti vi ty was performed. The results of the 

sensitivity must be recognized when making unit selections. 

12. Order No. 22341 recognizes that combined cycle units 

cannot be economically converted to coal gasification in the near 

tera under any reasonable assumptions. By emphasizing the high 

coat of conversion, the Order also emphasizes the fac t that only 

pulverized coal units can economically protect the ratepayers from 

the risks of fuel price escalation. The high cost of converting 

coabined cycle units to gasification makes it completely illogical 

to characte·rize collbined cycle units as having the future ability 

to burn coa 1 . 

Repining a 1995 Cgal unit 

13. If the co-ission is unwilling to designate a 1993 

pulverized coal unit, the record supports retention of a 1995 
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pulverized coal unit as the avoided unit. The FCG's avoided unit 

study selected one 500MW pulverized coal unit for 1995 which, 

durinq the co .. ission's deliberations, was erroneously described 

as the saae unit as designated in the last planning hearing . 

During the Comaission's deliberations it was argued that the "same" 

unit could not be designated again. Aside from the fact that 

record shows no link between the results of the FCG's current study 

and th~ results of its prior study, the subscription of one coal 

unit does not mean that a coal unit should not be designated at 

this tiae. Assuaing that the FCG's 1995 coal unit has been fully 

subscribed, using the FCG's strategic considerations, two 1995 

pulverized coal units should be selected because one unit will be 

replaced by QF capac! ty. This leaves one unit available for 

designation as an avoided unit. Under the FCG's rationale, two 

1995 coal units provide the lowest cost (PWRR) for the ratepayers 

and only have the •custoaer risk" of one coal unit. 

14. The FCG's choice of coal or gas-fired capacity in 1995 

rested largely on two competing considerations: the l ower PWRR of 

coal capacity and the higher front-end cost of coal capacity. The 

FOG's study identified two 1995 pulverized coal units as the least 

coat coabination of units. However, the FCG chose a combination 

with only one coal unit to avoid the customer risk of the high 

front-end cost of two coal units . 7 However, a 1995 coal unit has 

been deferred by QF subscription . If this is the s ame as the FCG' s 

7In the FCG's word.s, this combination had "the best combination 
of low PWRR (coal) and lou risk (non-coal) to the customer." 



1995 unit, the rationale for the FCG's rejection of multiple coal 

units bas disappeared. The deferred coal unit has no customer risk 

at all because its capacity will be replaced by QFs, which will be 

paid. on a value-of-deferral basis, not a revenue requirements 

basis. Using the saae strategic considerations as the FCG, the 

best coabination for 1995 is two coal units because it has the low 

PWRR of two coal units, but the low customer risk of QF power. 

Thus, it would be appropriate to retain a 1995 or earlier coal unit 

as the avoided unit. 

CQiplying With PQCA 

15. Order No. 22341 states that, under FEECA, the Commission 

should accept generation expansion plans that increase Florida 

utilities' consuaption of and reliance on natural gas and oil 

fuels, provided that two conditions are met: first, that such 

plans do not exceed the 1989 oil backout goal; and second, that the 

new units can be aade to burn coal. The first condition is based 

on a reading of Ff..BCA that mocks Florida's energy conservation 

policy. It is plainly contrary to FEECA to acquiesce in the 

potential tripling of Florida utilities' consumption of oil over 

current levels. • The second condition concedes FEECA's true 

purpose but ignores the facts. The record clearly shows that it 

is not coat effect! ve to convert a combined cycle unit to coal 

gasification under any reasonable circu.stances. 

-rhe PCG's forecast of oil consumption through 1995 indicates 
a doubling from current levels. It is possible for the utilities 
to triple their oil consumption before exceeding the goal . 
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16. The co-ission's reading of FEECA defies logical state 

enerc)y policy. It changes state policy from one of advancing the 

cause of conserving petroleum fuels to a policy of beating an 

orderly retreat. The Legislatu.re could hardly have contemplated 

that the Co~ssion would permit the State to reverse course so 

radically, or that its 1989 amendments would ever be used as 

justification tor a reversal. Essentially, FEECA has, by 

co .. ission action, been changed from a means of forcing utility 

conservation of scarce resources into a paper tiger allowing 

utilities to revert to the "fuelhardy" days of the '60s and '70s. 

17. The basic mandate of FEECA remains as it was in 1980: 

The Leqislature further finds and declares 
that as. 366.80-366 . 85 and 403.519 are to be 
liberally construed in order to meet the 
co•plex probleas of reducing and controlling 
the growth rates of electric consumption and 
reducing the growth rates ot weather-sensitive 
peak deaand; increasing the overall efficiency 
and. coat-effectiveness of electricity and 
natural gas production a.nd use; encouraging 
turtoer development of cogeneration 
facilities; and. conserving expensive 
resources, particularly petroleum ruels. 

The PCG's plan to double oil consumption over a six-year period is 

clearly contrary to the legislative mandate to conserve expensive 

resources, p4rticularly, petroleum fuels. The commission must obey 

PEBCA'a ~nd.ate and reject gas-fired units as avoided units. 

18. Ord.er No. 22341 states that the 1989 amendments to FEECA 

r..ove the prohibition of increased oil and natural gas usage that 

the Ca.aiaaion recognized in FEECA just two years ago. At that 

tiae, the Couiaaion previously determined that FEECA precluded it 

10 



froa deaignating gas-tired capacity as avoided units because of the 

associated increase in natural gas and oil usage. The 1989 

aaendJients to PBECA had no impact on this interpretation and, in 

fact, substantiate its continued validity. FEECA continues to 

preclude the designation of combined cycle units as avoided units. 

The Co-.ission 's present reading of PEECA is unreasonable and 

contr ary to the purpose of the legislation. 

19. The 1989 amendments to FEECA underscore two Legislative 

goals: 1) the continued reduction in natural gas-fired utility 

generation through encouragement of cogeneration: and 2) the 

continued reduction in the growth rate of energy consumption. The 

1989 aaendaenta do not contemplate that increased natural gas and 

oil usage will be promoted or condoned. Section 366.81 still 

states that "it is critical to utilize the most efficient . . • 

enerqy conservation systems in order to protect the health, 

prosperity, and general welfare of the state and its citizens" and 

that PEBCA is to be "liberally construed" to meet the "problem" of 

conserving petroleum fuels. 

20. The 1989 legislation recognizes the great value of 

cogeneration to the "health, prosperity, and general welfare of the 

state and its citizens" through the reduction in utility investment 

in generating capacity, reduced energy consumption and reduced 

natural gas and oil consumption, and numerous other environmental, 

econoaic and societal benefits . Historically, most of Florida's 

cogeneration capacity uses "waste heat" and another substantial 

per~entaqe burns fuels such as wood, methane, coal and solid 

l l 



waste.• Bven tor the relatively s•all percentage of cogeneration 

capacicy that does burn natural gas or oil, PERC's efficiency 

atanc:tards require that this capac! ty burn fuels with a llini•u• 

efficiency that exceeds the aaxi.ua efficiency of any gas-fired 

utility generation." The CoJIIlDission cannot reasonably interpret 

PBBCA' s encourageaent of cogeneration as anything other than a 

rurther co-itaent to the limitation of natural gas and oil 

conauap~ion by Florida's electric utilities and as affirmation of 

the Co-.iaaion's previous determination that FEECA precludes the 

designation of coabined cycle units as avoided units . 

21. The Legislature revised FEECA to provide for the 

reduction in and control of the growth rates of electric 

conauaption. However, this revision was a simple clarification of 

PBBCA and did not aake any significant change to the legislative 

intent behind FEBCA. In fact, the Legislature rejected the 

Coaaiasion'a proposed language that would have allowed it to either 

reduce or control the growth rate of energy consumption. Instead, 

it required that both be accomplished. 

22. The co-ission proposed certain language changes to FEECA 

in a •apread.aheet• transmitted to the President of the Senate and 

the Speaker of the House. An excerpted copy thereof is appended 

•As used in this action, the term "cogenerator" has the same 
.. aning as the FERC definition. 

"FBRC' s efficiency standards require a minilllUar efficiency 
greater than the efficiency of FCG's combined cycle units. (The 
heat rate nuabers for a combined cycle unit show an efficiency of 
40t: 3412 Btus • 1 Kwh; cc heat rate= 8,394Btuj Kwh) . 

12 



to this llotion. Allonq other change.s, the spreadsheet proposed 

1~ tbat .auld have changed the PBBCA's purpose froa r educing 

the qrowt.b rate of electric consuaption to reducing or controlling 

the qrowt.b rate of electric consuaption. The amendments to FEECA 

actually adopted substituted the word "and" for the word "or ," 

clearly retaining FEECA's original goal of reducing the growth r ate 

ot energy consuaption. 

23 . The Commission cannot reasonably rely on the word 

"control" in FEECA as anything other than a further commitment to 

cost-effect! ve conservation and the continued limitation of natural 

gas oonsuaption in Florida. This amendment affirms the 

co .. ission's previous determination that FEECA precludes the 

designation of coabined cycle units as avoided units. 

24. The second condition of the Commission's policy, that 

the planned gas-fired baseload and intermediate units can be made 

to burn coal, is neither reasonable under the facts of this case , 

nor coapatible with the requirements of FEECA. While i t may be 

t:ecbn.ically LeliBible to convert combined cycle units to coal 

gasification, the record shows that it is economically unfeasible 

even under a high fuel-cost scenario and, thus, is not "cost 

etfecti ve. nu Givan this undeniable fact, it is clear from the 

record that neither the FCG's generation expansion plan nor the 

upart of the excessive cost of after-the-fact conversion is 
that the coabined cycle units continue to burn high-cost fuel 
during the conversion process. This is not true when the uni t i s 
initially built with coal gasification technology. 

13 



co .. iasion's policy, represented by approval of that plan, conform 

to FEI.CA. 

etwlYW with tb8 rue1 use Act 

25 . Notwithstanding the amendments to the Fue l Use Act , 

§83ll(a) still requires that ne~ base load power plants have the 

capability to burn coal or another alternate fuel as a primary 

energy source. The combined cycle units planned by Florida's 

utilities cannot •eet the requirements of this provision, as they 

cannot burn any fuels other than natural gas and oil. They cannot 

burn coal without extensive (and expensive) modification . 

26. ~830l(b)(5) does not provide any authorization for the 

planned combined cycle units. The planned units are neither a 

aodernization nor a replacement of any power plants which utilize 

na.tural gas. They are designed to serve new load and wi ll not 

replace any existing units. Rather, they will supplement existing 

units. Natural gas consumption by the planned uni t s will not 

reduce natural gas or oil consumption in Florida but wil l increase 

it. Further, as noted above, these units cannot be economically 

converted to coal gasification. Any unit can be converted to burn 

any type of fuel if enough money and technology are invested . 

congress could hardly have intended §8301(b)(5) to provide such 

license. 

lli'IJ,JD-BY-OULJTY StJBSCRIPriOB LIJIITS 

21. order No. 22341 continces the Commission 's pri or pol icy 

of iapoainq subscription limits on the statewide avoided unit . 

However, the Order adopts a "new" policy imposing utility-by-



utility-subscription limits based on each utility's "share" of the 

statewlde avoided unit. This new type of subscription limit will 

lead to unnecessary confusion and difficulty for QFs seeking to 

obtain fira capacity contracts with utilities, and is contrary to 

Rule 25-17.083. The Commission should reconsider this new policy 

and siaply retain the previous form of subscription limi t. 

28. During the Ma.rch 1989 hearing in this Docket, it was not 

apparen~ to FICA or any other party what the practical impact of 

the Staff's new subscription policy would be. The first hint of 

that iapact occurred in Auqust 1989 when firm capac ity contracts 

approached the subscription limit for then-existing avoided unit. 

At that tiae, both utilities and QFs became uncertain as to which 

contracts fell within the subscription limit (several were 

ultiaately excluded). The practical effect of that event was to 

place QPa in a position of having a contract negotiated on the 

basis of an avoided unit which might become obsolete , potentially 

rendering the contract ineligible for cos t-recovery purposes. 

29. The true impact of the new utility- by-utility 

subscription lim.! ts was revealed during a Staff "works hop" in 

Tallahassee scheduled in order to discuss the implementation of 

subscription lim.its after the Commission voted to impose the new 
1 

subscription-limit policy. It became apparent from the dis cus sions 

that the possibility of a QF falling on the "wrong side" of a 

subscription liait has been greatly increased by the new policy; 

and that selling firm cap~city from a single facility may requira 

.ult1ple contracts. 

15 



30. Instead of facing a single statewide subscription limit., 

QFs wJll be facing four subscription limits, one each for FPL, FPC, 

TBCO and Gulf. 11 These subscription limits are but a fraction of 

the unit size of the avoided u.nit and any QF seeking to sign a 

standard otter, or who is engaged in negotiations with a utility 

faces the very real prospect that its capacity will exceed the 

util ity's subscription limit. 

31 . More i•portantly, re-negotiation or multiple contracts 

may be necessary if a utility's subscription limit is exceeded. 

When a QF baa capacity that exceeds a utility's allocation of the 

avoided unit, ~e QF would be required to re-negotiate in order to 

sell under the next avoided unit; or, obtain a contract with 

another utility that is still below its subscription limit. The 

chances of being caught in this predicament are greater under a 

negotiated cont.ract, which can take months to finalize. If a 

utility's subscription limit is reached during contract 

negotiations, a QP aay have to go back to "square one" with that 

utility: or, start negotiations with another utility and obtain a 

wheeling aqreeaent with the first utility. This can only serve to 

dissuade QFs froa neqotiations.u 

11FICA recognizes that Gulf is not currently required to file 
a standard offer, but this may change in the future. 

11The diffioul ty in implementing uti 1 i ty-by-uti 1 i ty 
sut.cription liaita arises from the fact that they are incompatible 
with a statewide approach to pricing, not from an asserted failure 
of statewi~e pricing. 
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32. Utility-by-utility subscription limits are contrary to 

Rule ~5-17.083. That rule provides for designation of a statewide 

avoided unit and requires each utility that receives a valid 

standard offer contract to purchase firm capacity at the statewide 

price. The rule provides no exception regarding any single 

utility's need for capaei~y and it is clear that a utility cannot 

avoi d the obligation to purchase at the statewide price based on 

its ~1 need or avoided cost. Instead, the utility is expected to 

sell the capacity to a utility in need of the capacity: 

( 5) To the extent that firm energy and 
capacity purchased from a qualifying fac1lity 
by a utility pursuant to the utility's 
standard offer is not needed by the purchasing 
utility or that the avoided energy and 
capacity cost associeted with the statewide 
avoided unit exceed the purchasing utility's 
avoided energy and capacity cost, these rules 
shall be construed to encourage the purchasinq 
utility to sell all or part of the energy and 
capacity purchased from a qualifying facility 
to the utility planning the statewide avoided 
unit. The utility which is plan.ning the 
desiqnated statewide avoided unit is expected 
to purchase such energy and capacity at the 
original purchasing utility's cost. 

33. In its 1983 Order, the Commission discussed the purpose 

of the rule: 

While the [prior] rule we finally adopted 
allows a QF to choose this route, we are 
unhappy with it as the only alternative. It 
produces a multiplicity of prices and it 
forces a QF to deal with more than one 
utility. We believe that the wiser course is 
to set a uniform statewide price for QF 
capac! ty that is based on the next planned 
uncertified unit wher eever (sic) the need 
exists in the state. The (current] rule 
requires every utility to offer to buy QF 
capacity at that price . While we cannot order 
it, we fully expect a utility to promptly sell 

17 



unneeded QP capacity to the utility with the 
statewide avoided unit. We expect these 
transactions to occur at cost; it is our 
intention that the utility without the need 
for QF capacity absorb no costs related to its 
initial purchase . 

34. It is quite clear that utility-by-utility subscription 

liaita are directly contrary to both the language and intent of 

Rule 25-17.083 ( 5). They e xcuse a utility from purchasing QF 

capacity at the statewide avoided price, produce a multiplicity of 

prices and force QPs to deal with more than one utility.u The 

co .. ission may not adopt these subscription limits by order, as 

they are inconsistent with an existing rule. §120 . 68(12)(b), F. S. 

CAPACI'lY PADf!ITS m AS-AVAILABLB OPS 

35. Although capacity payments to QFs providing as-available 

energy was raised as an issue in this proceeding and ruled on by 

the co .. ission, Order No. 22341 appears to be silent on the 

subject. The record clearly shows that certain QFs providing as

available energy t o utilities have been treated as capacity 

resource• for planning purposes. Fairness and the law both dictate 

that they be paid full avoided cost.a. 

"A single statewide subscription limit does not have this 
effect, as a uniform price is maintained during the subscription 
period and utilities are excused from purchases only when the 
avoided unit is fully subscribed. 

~e record does not demonstrate that including the demand 
and energy of these QFs in the FCG' s plan does not change the 
study. Mr. Gillette only studied the impact of removing the energy 
and capacity of these QFs on the 1992 decision year (TR 121, Exh . 
No. 110). There was no analysis made regarding the impact on 1993, 
1994 or 1995 decisions and the record does not support a conclusion 
that the FOG's action was "harmless error." 
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36. There is no validity to the argument that these QFs need 

not receive capacity payments because there has been no showing 

that they defer a generating unit . No evidence for such a policy 

has been presented in this record. Such an argument is contrary 

to the fundamental assumption underlying the Commission's "cost

effectiveness" test: that all supply- side and demand-side measures 

that have a capacity impact are assumed to defer capacity . It is 

this nolicy that permits the Commis sion to cumulate the many small 

iapacts of various demand-side programs into "cost-effective" 

capacity deferral. The Commission has consistently maintained this 

policy throughout its review of conservation and load control 

programs and the record does not support a change in this policy. 

37. Further, if the Commission now requires proof of unit 

deferral in order to find a supply-side measure cost-effective, 

then there is no record support for its finding that the utilities ' 

conservation and load control programs are cost-effective. The 

record does not show that those programs have deferred any utility 

unit. Accordingly, they are not cost-effective unless the 

Commission retains its current policy . 

WHEREFORE the Florida Industrial Cogeneration Ass oc iation 

moves for r~consideration of Order No. 222341 and requests that the 

co .. ission: 1) select only pulverized coal units as avoided unite , 

designating a 1993 500MW pulverized coal unit as the initial 

avoided unit: 2) apply a subscription limit based so,lely on the 

capacity of the statewide avoided unit; and J) provide for capaci ty 

payaenta to QFs providing as-available energy. 
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Dated: January 10, 1990 

RICHARD A. ZAMBO, ESQUIRE 
Richard A. Zaabo, P.A. 
205 North Parsons Avenue 
P.O. Box 856 
Brandon, Florida 33511 
(813 ) 681-3220 

Respec tfully submitted, 

~ 
PAUL SEXTON, ESQUIRE 
Richard A. Zambo, P.A. 
820 East Park Avenue 
Suite 200, Buil ding A 
Tallahassee, Florida 32 301 
(904) 222-9445 

Attor~eya for the Florida Industrial Cogenera tion Association 

CBRTIPICATB OF SBRVICE 

I HEREBY CERTIFY that a copy of the foregoing has been 

furnished to the following persons by u.s. Mail this lOth day of 

January 199 o. 

Jaaea A. McGee, Esquire 
Florida Power Corporation 
3201 34th Street South 
P.O. Box 14042 
St. Petersburg, Florida 33733 

Richard D. Kelson, Esquire 
Hopping, Boyd, Green & Sams 
suite 420 
Firat Florida Bank Building 
P.O. Box 6526 
Tallahassee, Florida 32301 

Ja.es D. Beasley, Esquire 
Lee L. Willis, Esquire 
Ausley, McMullen, McGehee, 

Carothers & Proctor 
227 s. Calboun st. 
P.O. Box 391 
Tallahassee, Florida 32302 

Matthew M. Childs, Esquire 
Charles Guyton, Esquire 
Steel , Hector & Davis 
310 west College Avenue 
Tallahassee, Florida 32301 
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Joseph A. McGlothlin, Esquire 
Lawson, McWhirter, Grandof f 

& Reeves 
522 East Park Avenue 
Suite 200 
Tallahassee, Florida 32301 

G. Edison Holland, Esqui re 
Beggs a nd Lane 
P.O. Box 12950 
Pensacola, Florida 32576 

Frederi ck M. Bryant, Esquire 
William J. Peebles , Esquire 
306 East College Avenue 
P .O. Box 1169 
Tallahassee, Florida 32301 

suzanne Brownless 
staff counsel 
Di vision of Legal Services 
Florida Public Service 
Commission 
101 East Gaines street 
Tallahassee, FL 32399-0850 



Lee Raapey, Esquire 
General counsel 
Department of Energy 
sou~1eastern Power Adm. 
Elberton, GA 30635 

susan Deleqal, Esquire 
Broward County General counsel 
115 south Andrews Avenue 
SUite 406 
Ft. Lauderdale, Florida 33301 

Roy Young, Esquire 
Younq, Van Assenderp, vanadoes 

and Benton, P.A. 
225 South Adams Street 
Post Office Box 1833 
Tallahassee, FL 32302-1833 

Barney L. capehart 
1601 N.W. 35th Way 
Gainesville, Florida 32605 

Yvonne Gsteiger 
Florida Rural Electric 

cooperatives 
2916 Appalachee Parkway 
P.O. Box 590 
Tallahassee, Florida 32302 

Jack Shreve 
Office of Public counsel 
624 PUller Wa1·ren Bu ilding 
202 Blount Street 
Tallahassee, FL 32301 

Gary Tipps 
Se•inole Electric cooperative 
P. o. Box 272000 
Ta.pa, Florida 33688-2000 

B. M. Grant 
Florida Keys Electric Coop. 
P.O. Box 377 
Tavernier, FL 33070 

Bd.vard c. Tannen 
Aasistant Counsel 
Jacksonville Electric 

Authority 
1300 City Hall 
Jacksonville, Florida 32202 
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City of Chattahoochee 
Attn: Superintendent 
115 Lincoln Drive 
Chattahoochee, FL 3,2324 

Gail Pels 
Assistant county Attorney 
Metro-Dade Center 
111 NW 1st Street, Suite 2810 
Miami, Florida 33128-1993 

John Blackburn 
Post Office Box 405 
Maitland, Florida 32751 

Mike Peacock 
Florida Public Utilities Co. 
P. 0. Box 610 
Marianna, Florida 32302 

Ray Maxwell 
Reedy Creek Utilities co. 
P. o. Box 40 
Lake Buena Vista, FL 32830 

Ann carlin, Esquire 
Gainesville Regional Utilities 
200 E. University Avenue 
Gainesville, FL 32602 

Quincy Municipal Electric 
Light Department 

P. o. Box 941 
Quincy, Florida 32351 

Alabama Electric Cooperative 
P.O. Box 550 
Andalusia, Ala.bama 37320 

Terry o. Brackett 
Associate General Counsel 
Sunshine Natural Gas System 
1899 L Street , N.W. 
suite 500 
Washington, o.c. 20036 

Guyte P. McCord, III, Esquire 
Macfarlane, Ferguson, Allison 

& Kelly 
215 south Monroe st. 
Post Office Box 82 
Tallahassee, Florida 32302 



C.M. Naeve, Esquire 
Shaheda Sultan, Esquire 
Skadden, Arps, Slate, Meagher 

' ~loa 
1440 New York Avenue, N.W. 
washington, D.C. 20005-2107 

/~ 
Paul sexton 
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l9u1Jlic a;erbitt Qtommi~~ion 

January 18, 1989 

The Honorab lt Robert Cr·awford 
Presidtnt, The Florida Senate 
Suitt 409 
The capttol 
Tallahassee, Florida 32399-1100 

The Honorable Thomas Gustafson 
Speaker, The Florida House of Representatives 
R00t1 420 
The Clp'tol 
Tallahassee, Florida 32399 

Gentleaen: 

E•ecuttYe Dtrector 
DAVID l. SWAF'F'OitD 
(904) 411-7111 

Pursuant to the Regulatory Sunset Act. Section 11 .61, Florida · 
Statutes, the Florida Legislature has scheduled Chapters 364, 366, and 
367 for sunset rev1ew during the 1989 Leg1slat1ve session. As the agency 
rtsppnstble for the administration of these laws , the Florida Public 
Service Commission (FPSC> is pleased to forward its recommendations 
regardtng sunset of these Chapters for your consideration. 

These recommendations have resulted from both an i nterna 1 review 
process and pub11c workshops held around the State to e11c1t input from 
tht general pub.11c and other interested parties . Workshops relating to 
the regulation of the telephone industry were held in Hiami, Orlando and 
Tallahassee. Workshops relating to the electric industry were held in 
Tt~Pa, Mta.1 and Tallahassee. Workshops relating to the water and sewer 
industry wert held in Sarasota, Orlando and Tallahassee. The 
rec~ndations are discussed separately below; specific legislative 
language ts attached. 

As you art aware, the FPSC has responded to questionnaires which 
your staff have sent. The FPSC h commUted to providing any further 
tnfor-atton that you may require for the sunset review. He will b~ nappy 
to tx~l•tn the C0..1ss1on's pos1t1on tn more detail. He will participate 
tn the process and .ake appearances before the relevant committees as you 
uy d1rtct. 

FUTCHII IUILDIHG • 101 EAST GAIN£$, STR£0 e TALLAHASSEE. F'l 32399~850 
An Affi~ttve Aetton/£qya1 Oppor~tty ~lo~er 
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The FPSC believes that no changes to Chapter 364, Florida 
Statutes, relating to the regulation of telephone companies, are 
warranted at thts t1me. The existing authority has been flexible enough 
for the C:O.hsion to effectively regulate the industry in a changing 
envtron .. nt. Two recent cases have begun regulatory refinements for AT&T 
and Southern Bell. Each of these situations inv,olve d1fferent regulatory 
standards vh1 ch vill be in effect for the next severa 1 years. The 
success or failure of these experiments vill not be knovn for some time. 
He therefore believe that the public interest vould be best served by 
reenactMnt of Chapter 364. This position has been supported by almost 
every interested party that has made their vievs known to us . This 
C:O.hston will recoaDend legislative changes should the need arise in 
the future . 

For the 110st part we also believe that the regulatory oversight 
afforded by Chapter 366 1s still appropriate. The FPSC does. however. 
reca.~~nd changes tn the following areas . Proposed Legislative language 
for these changes and other clarifying changes to Chapter 366 are 
attached. First. ve believe the Commission's jurisdiction over the · 
approval of the tssuance and sa 1 es of secur1t1es by public utilities 
should be expanded to include the review of 1 hb111t1es and obligations 
assu .. d by public ut111ties. This vould help the Convnhsion protect 
ratepayers and uti 11 ties from highly 1 eve raged capita 1 structures 
assoctattd vith leveraged buyouts , mergers, and hostile takeovers which 
can be atCOIIPl hhed wtthout the issuance of sec uri ties by the utility. 
The proposal ~uld ollov the Commission to deny authorization if a 
securtty, Habtlity or obligation 1s for non-utility purposes. Second. 
ve belt eve the lav should Nke it clear that the Co~m~iss i on has the 
authortty to approve territorial agreements and resolve territorial 
dtsputes between natural gas utilities. This is ident ical to our 
extsttng terrt tor tal jurhdi ct1on over electrt c utilities . Third, the 
FPSC further rtcOIIDtnds that the 1nter1• rate statute, Section 366.071. 
should be utnded to make it clear that the Cotmtiss1on may, for interim 
rattlllking rurposes I use the return on COIIliiOn equity establhhed for a 
public ut11 ty tn 1 stipulated agreement or limtted scope hearing such as 
a tax refund proceeding. The lav currently requtres the use of the last 
authorized rate of return on c0111110n equity established in a full rate 
case. Since the period of time between full rate cases can be severa 1 
years, . tt stta.s reasonable for the Commtssion to be allowed to use a more 
currently apfroved return on equtty that may have been authorized for use 
tiy the eo. ssion in • proceeding ,ther than a rate case. Finally, the 
C:O.tuton has propos,ed statutory language that aakes it clear that 
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elactrtctty produced by cogeneration and sull power production . 1s of 
great beneftt to the public when included as part of the total energy 
supply of the entire electric grtd of the state. We have proposed 
changes to Section 366 .05 which would establtsh, by law, a statewide 
whol esale .. rket for the sale of capacity and energy produced by 
cogenerators and sull power producers to electric utilities tn Florida. 
Mt have also proposed changes to the Florida Energy Efficiency and 
Conservation Act, Sectton 366.80 through 366.85, which would require 
utiltths to consider cogeneration and waste heat conservation in the1r 
plans and prograas designed to aeet the FPSC's conservation goals . 

In the Na'ter and Sewer area, we have prepared several proposals . 
The d.-and for water and sewer service reflects the problems of growth 1n 
Florida. The 111Pact of new residents 110vtng to flor1da 1s felt most 
keenly tn tt.is area. 

Nt reca.end a provts1on that allows the COIDhston to exercise 
jur1sd1ct1on over certain exempt utilities to investigate complaints and 
resolva disputes. These exempt ut111t1ts are systems serving 100 or · 
fewer persons, ·landlords provtdtng service to tenants wtthout spec1ftc 
compensation, and developer controlled cooperatives or assoc1at1ons . 
CUst0111rs of these systems currently have no clear recourse 1 f they 
btlttve they art recetvtng inadequate service. or being discriminated 
agatnst. Another proposed rev1ston would proht btt exempt ut111ti es and 
non-jurtsdtcttont l utilities such as county and city systems from 
constructt ng fac11t ttes or provt dt ng servt ce wttht n the territory of a 
utiltty certtftcated by the comtssion. except upon a f\ndtng of public 
tntertst. C:O.hston regulated ut111ttes are currently proh1 bfted from 
serving anywhere but wtthtn thetr certtftcated areas. Other 
non-regulated syste11s can and have butlt fac111ttes to serve customers 
tnstde the terrttory of a certificated company. Much like the electric 
grtd btll, the concern ts duplicative or unnecessary facilities without a 
deten~tnatton of 1t betng tn the best interest of the publtc . 

Granting the commission authority to order temporary interconnects 
between and a.ong all water and/or wastewater systems tn emergency 
sttuattons 1s also recoa~ended. The coaatsston currently has authority 
to order t nterconnects between and among regula ted ut111ttes on 1 y. In 
the case of a natural disaster, major servtce tnterrupttons, etc , 
te~orary 1nterconnect1ons may be necessary for the health and safety of 
the c1t1zens. 
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One hsue that vas the subject of extensive discussion in the 
W&ttr and sever area vas contrtbut1ons-tn-a1d-of construction <CIAC>. 
Hovever, tt thts time the Conahs1on does not recommend &ny statutory 
changes. 

Again, ve are pleased to provtde you vtth our recommended changes 
and l ook forvard to vorktng vi th you 1n the comtng months . 

DLS/111 
Attact-nts 
0233£ 

cc: Chat~n Mtlson 
CO..tsstoner Beard 
CO..tsstoner Easley 
CO..tsstoner Gunter 
CO..tsstoner Herndon 
Chatr, Senate Economic, Professional and Ut11ity Regulat1on 

eo.ttttt 
Chatr, House Science, Industry and Technology Committee 
Chatr, Publtc Utilities Subcommittee of House Science, Industry 

and Technology Committee 
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