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Zompany . 
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J t i  1 i t i e s .  

DALE ISLEY, represent ing JEA. 

MYRON ROLLINS, represent ing OUC. 

PAUL CLARK, represent ing the City o f  T a l  1 ahassee. 

LANE MAHAFFEY and QUANG TANG, represent i  ng Semi no1 e 

3 ec t  r i c Cooper a t  i ve , I nc . 
JOHN McWHIRTER, consumer 

JON MOYLE, JR., Moyle, F 

Sheehan, P.A. 

MICHAEL GREEN, represent 

woducers i n  F1 or ida.  

representat ive.  
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ng the  i ndependent power 

COCHRAN KEATING and MIKE HAFF, represent ing the  

-1 o r i  da Pub1 i c Servi ce Commi s s i  on. 
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P R O C E E D I N G S  

CHAIRMAN JABER: Good morning. L e t ' s  go ahead and 

j e t  s tar ted w i th  the  workshop. 

I want t o  s t a r t  by welcoming everyone's p a r t i c i p a t i o n  

th i s  morning. This i s  a very, very informat ive workshop t h a t  

de have each year a t  the  F lo r ida  Publ ic Service Commission t h a t  

f lesults i n  a review o f  the ten-year s i t e  plans t h a t  u l t ima te l y  

Zome t o  our in te rna l  a f f a i r s  f o r  review. But i t ' s  a good 

ippor tun i ty  f o r  dialogue and questions from the Commissioners 

and the pa r t i es  t o  each other and s t a f f  t o  the par t i c ipants .  

50 we welcome your being here. 

I t ' s  my understanding from s t a f f  t h a t  t he re ' s  a 

i o t i c e  t h a t  needs t o  be read and then an agreed upon order f o r  

resenta t ions ,  w e ' l l  discuss t h a t  i n  a minute, bu t  l e t  me l e t  

s t a f f  read the not ice.  

MR. KEATING: Okay. Pursuant t o  no t i ce  issued 

July 21s t ,  2003, t h i s  t ime and place have been set  f o r  a 

:ommission workshop i n  the  undocketed matter o f  the review o f  

ten-year s i t e  plans o f  e l e c t r i c  u t i l i t i e s .  

CHAIRMAN JABER: Mr. Keating, i t ' s  - -  what we do each 

year, rather than take appearances, i s  j u s t  run through the 

x d e r  o f  presentations and l e t  people make appearances as they 

zome up t o  speak. And I would ask the pa r t i es ,  i f  you have 

iandouts f o r  your presentation, l e t ' s  make sure we get those 

x i o r  t o  your presentation. I ' d  ask t h a t  answers be concise, 

FLORIDA PUBLIC SERVICE COMMISSION 
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your presentations be precise, we avoid dupl i c a t i o n  and get 

t h i s ,  get through t h i s  as qu ick ly  bu t  as e f f i c i e n t l y  as 

Dossi b l  e. 

I t ' s  a lso my understanding t h a t  you've agreed upon an 

wder  f o r  the presentations. 

MR. HAFF: That 's  correct .  

CHAIRMAN JABER: Okay. Well, what I ' d  l i k e  t o  do, 

W. H a f f ,  i s  j u s t  t u r n  i t  over t o  you and Mr. Keating and you 

can help us get started. 

MR. HAFF: Okay. As the Chairman said, we're going 

t o  fo l low the order t h a t  was i n  the not ice,  and the f i r s t  

presentation today w i l l  be given by representatives o f  F lo r ida  

Re1 i abi 1 i t y  Coordinating Counci 1 . 
MR. ELWING: Good morning, Commissioners. Thank you 

f o r  the opportuni ty t o  come and speak t o  you t h i s  morning on 

the r e l i a b i l i t y  o f  the  State o f  F lo r ida  from an e l e c t r i c  

u t i  1 i t y  per spect i  ve . 
My name i s  Paul Elwing. I ' m  w i t h  Lakeland E l e c t r i c ,  

but  I ' m  here representing the FRCC t h i s  morning i n  the 

capab i l i t y  o f  the - -  I am the chai r  o f  what 's ca l l ed  the 

Re1 i abi 1 i t y  Working Group t h i  s year. 

CHAIRMAN JABER: Can I ask you t o  spel l  your l a s t  

name f o r  me? 

And, Commissioners, I neglected t o  inform you t h a t  

the presentations y o u ' l l  be able t o  see - -  i n  addi t ion t o  the 

FLORIDA PUBLIC SERVICE COMMISSION 
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handouts, you can see them on the  computer i n  f r o n t  o f  you. 

Spell  your l a s t  name. 

MR. ELWING: Yes. My l a s t  name i s  spel led 

E - L-W- I - N - G .  

CHAIRMAN JABER: Thank you. 

MR. ELWING: I n  overview, I ' m  going t o  be speaking on 

the  2003 load and resource p lan and r e l i a b i l i t y  assessment. We 

a lso have Mr. Leo Green from F lo r ida  Power & L igh t ,  who w i l l  be 

speaking on load forecast ing issues i n  p a r t i c u l a r ,  and 

Ms. Linda Campbell from FRCC s t a f f ,  who w i l l  be speaking on 

natura l  gas e l e c t r i c  interdependency i ssues . 
Looking a t  the char t  i n  f r o n t  o f  you, Page Number 

3 i n  your packet, we see continued growth tak ing  place i n  

F lo r i da .  And our average annual growth r a t e  f o r  summer i s  

pro jected t o  be 2.52 percent and f o r  w in te r  2.57 percent, and 

t h i s  i s  f a i r l y  consistent w i t h  what we have seen i n  the past. 

Growth ra tes  are j u s t  a l i t t l e  b i t  higher than they were 

pro jected t o  be f o r  l a s t  year, b u t  no s i g n i f i c a n t  d i f ferences 

there.  

The FRCC firm peak demand forecast ,  l i kewise ,  you 

can, you can see there a comparison between 2002 and 2003. As 

I said,  the  growth r a t e  f o r  the  2003 forecast i s  s l i g h t l y  

higher than i t  was f o r  2002, and so thus you see the  2003 

number s t a r t i n g  t o  p u l l  away i n  the  l a t e r  years. 

Winter peak demand i s  fo l l ow ing  the  same trend. 

FLORIDA PUBLIC SERVICE COMMISSION 
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003's forecast i s  j u s t  s l i g h t l y  higher than 2002's. 

I f  you have any questions anywhere along the l i n e ,  

 lease d o n ' t  hes i ta te  t o  ask. 

This next s l i d e  i s  cumulative capaci ty  addi t ions from 

:he aggregate load and resource p lan  from the  u t i l i t i e s ,  and 

rhat we're seeing over the ten-year  per iod,  by t h e  t ime you get 

ut t o  2012, accumulative add i t i on  o f  16,013 new megawatts o f  

:apacity i n  the State o f  F lo r ida .  And t h a t  capaci ty  r a t i n g  i s  

based on summer ra t ings .  

Looking a t  capaci ty mix by fue l  type - - 
COMMISSIONER DEASON: I ' m  sorry.  Would you back up 

'or j u s t  a moment, please? 

MR. ELWING: Sure. 

COMMISSIONER DEASON: The bar graph there,  the  

! x i s t i n g  capaci ty seems t o  s tay stable.  Am I t o  conclude t h a t  

;here i s  - -  i t ' s  not  an t ic ipa ted  t h e r e ' s  going t o  be any 

-etirements, o r  how should I - -  what should I take from tha t?  

MR. ELWING: There are no s i g n i f i c a n t  amount o f  

-etirements being proposed by the u t i l i t i e s .  Yes, there are 

some ret irements i n  the plan, bu t  as a percentage o f  the t o t a l  

Zapacity, t o t a l  e x i s t i n g  i n s t a l l e d  capaci ty i n  t h e  State o f  

-1orida those are not showing up t o  be enough t o  make a 

l i f f e r e n c e  on the graph or  make a v isual  d i f fe rence.  

COMMISSIONER DEASON : Thank you. 

MR. ELWING: The capaci ty mix by fue l  type, we've got 

FLORIDA PUBLIC SERVICE COMMISSION 
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the current  year 2003 compared w i th  the horizon year o f  2012, 

and the  major change t h a t  you can see there i s  the increase i n  

capaci ty i n  the area o f  gas - f i r ed  generation. The forecast f o r  

2003 showed gas - f i r ed  generation t o  be approximately 37 percent 

o f  the capaci ty i n  the State o f  F lor ida.  By 2012 t h a t ' s  

forecasted t o  be approximately 52 percent o f  t he  capacity on a 

megawatt basis . 
Likewise, looking a t  i t  from an energy perspective, 

we see again the biggest change i s  the add i t ion  o f  gas coming 

i n t o  the  s tate.  Gas generation on an energy basis f o r  2003 i s  

forecasted t o  be approximately 23 percent o f  t he  s t a t e ' s  energy 

need. By 2012 t h a t ' s  forecasted t o  be approximately 48 percent 

o f  the s t a t e ' s  energy need i s  supplied by gas. 

CHAIRMAN JABER: Mr. Elwing, i s  the  reduct ion i n  

nuclear d i r e c t l y  re la ted  t o  the increase i n  re l iance on gas? 

MR. ELWING: Yes, ma'am, i t  i s .  There's no s la ted 

nuclear o r  coal ret irements i n  the u t i l i t i e s '  plans, and so 

tha t  percentage i s  j u s t  shr inking by v i r t u e  o f  t he  f a c t  t h a t  

the amount o f  gas capacity i s  increasing. 

CHAIRMAN JABER: Now nuclear - -  I ' m  sorry .  Go ahead, 

Commi ss i  oner Brad1 ey. 

COMMISSIONER BRADLEY: Go ahead. 

CHAIRMAN JABER: Nuclear i s  the,  I guess i t ' s  a l l  

r e l a t i v e ,  bu t  the cheapest form o f  fue l  i n  terms o f  the f i r s t  

k i lowat t  served; r i g h t ?  

FLORIDA PUBLIC SERVICE COMMISSION 
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MR. ELWING: I believe that ' s  a correct assessment 
from a fuel standpoint. There are obviously other costs i n  

operating a nuclear u n i t  t h a t  may or may not make i t  the most 
or the least expensive k i lowa t t  hour. 

B u t  most - - as far as I know, nuclear units are base 
loaded w i t h i n  the State of Florida and run around the clock. 

CHAIRMAN JABER: What - -  you may not be the right 
person t o  ask and I apologize for this,  bu t  i t  begs the 
question, has someone made a collective decision for the 
industry t h a t  the reliance on gas will be increased a t  the 
expense of not using nuclear as much? I t  just - - i t  seems 1 i ke 
t o  offset the fuel cost issues associated w i t h  gas we should be 
relying more on nuclear. 

MR. ELWING: The nuclear units t h a t  are currently i n  

the State of Florida, as I s a i d ,  based on u t i l i t y  plans, there 
are no planned retirements and those units will continue t o  be 
base loaded. So the energy o u t p u t  from those units, barring 
forced outages, should no t  change over the ten-year planning 

horizon. Because the s ta te ' s  energy needs are growing and 

there's no addi t iona l  nuclear coming i n  or addi t iona l  coal 
proposed t o  come i n  a t  this time, t h a t  growth i s  being made up 

by gas-fired generation. And so as the gas-fired generation, 
t h a t  energy increases, on a percentage basis i t  makes the 
numbers smal ler for nuclear and coa l ,  b u t  the actual energy 
ou tpu t  i s  going t o  remain relatively the same. 

FLORIDA PUBLIC SERVICE COMMISSION 
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CHAIRMAN JABER: Thank you. That was h e l p f u l .  

Commi ssioner Brad1 ey. 

COMMISSIONER BRADLEY: Define "other"  f o r  me, please. 

"Other. 'I 

MR. ELWING: Pardon? 

COMMISSIONER BRADLEY: "Other. I' Which fue l s  would, 

fue ls  would come under the  t o p i c  o f ,  heading o f  "Other"? 

MR. ELWING: That would be municipal s o l i d  waste, 

wood waste products, other forms o f  generation t h a t  are i n  the  

u t i l i t i e s '  p o r t f o l i o s .  I d o n ' t  have a comprehensive l i s t  a t  my 

f i n g e r t i p s ,  but  I do know t h a t  th ings such as municipal s o l i d  

waste i s  included i n  other.  

other.  There are several coal u n i t s  i n  the  State o f  F lo r i da  

t h a t  do burn some petroleum coke as a mix w i t h  t h e i r  coal ,  so 

t h a t  may be reported as other.  

Petroleum coke may be included i n  

We can, we can get  you a comprehensive l i s t  o f  those 

other fue ls ,  i f  you would l i k e .  

COMMISSIONER BRADLEY: That explanat ion i s  f i n e .  

COMMISSIONER BAEZ: Madam Chair . 
CHAIRMAN JABER: Go ahead, Commi ss i  oner Baez. 

COMMISSIONER BAEZ: A question: When you've broken 

t h i s  out,  f o r  instance, t he  percentage represented by gas on 

these graphs, t h a t  includes PPAs, you know, t h a t  includes 

contracts or  the  p o s s i b i l i t y  o f  contracts,  and how do you 

compare t h a t  t o ,  t o  the  NUG? I mean, what, what i s  the  

FLORIDA PUBLIC SERVICE COMMISSION ll 
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li fference? I s  there a d i f ference? 

MR. ELWING: The fue l  t h a t  i s  represented being 

iurned here i s  based on the physical u n i t s  t h a t  u t i l i t i e s  own 

md t h a t  t h e i r  modeling ind icates they are going t o  be burning 

Iver the ten-year horizon. A l l  o f  t h a t  i s  aggregated together 

to create the FRCC plan as we're presenting i t  here. 

Obviously some u t i l i t i e s  do r e l y  on PPAs t o  meet 

the i r  load. I f  t h a t  source o f  power i s  coming from a F lo r ida  

u n i t ,  we are assuming 

so t h a t  fuel  i s  being 

m i t ,  the u t i l i t y  t h a t  i s  host ing t h a t  

they are modeling t h a t  t ransact ion and 

3ccounted f o r .  

Energy t h a t  i s  being sourced 

Flor ida I do not be l ieve i s  re f l ec ted  

i t ' s  coming from various fue l  sources. 

outside the State o f  

n these numbers because 

COMMISSIONER BAEZ: So when you, when you represent 

an estimate o f  48 percent coming from gas as a f ue l ,  ins ide  - - 

ilJithin t h a t  48 percent o r  w i t h i n  t h a t  amount represented i s ,  i t  

i s  b l i n d  t o  what the, what the corporate source i s ;  i s  t h a t  

fair? 

MR. ELWING: Yes. 

COMMISSIONER BAEZ: Okay. 

MR. ELWING: That i s  based on the i n s t a l l e d  capacity 

reported by the u t i l i t i e s  w i t h i n  the State o f  F lor ida or  

Peni nsul a r  F1 or ida  . 
COMMISSIONER BAEZ: Thank you. 

FLORIDA PUBLIC SERVICE COMMISSION 
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COMMISSIONER DEASON: Well, maybe I can ask the 

question a l i t t l e  more d i r e c t l y .  

pro jected f o r  the 2012 t ime period, i s  any o f  t h a t  projected t o  

be, t o  come from nonuti 1 i t y  sources, nonexi s t i n g  u t i  1 i t y  

sources; i . e . ,  from merchant p lan ts  o r  th ings o f  t h a t  nature? 

MR. ELWING: The u n i t s  t h a t  are under firm contract  

w i t h  the u t i l i t y ,  i t  i s  my understanding t h a t  t h a t  fuel  i s  

included i n  these numbers. There are some u n i t s  out there t h a t  

do not  have any firm contracts o r  arrangements w i t h  u t i l i t i e s ,  

and so the fue l  burned by those u n i t s  would not  be included i n  

these numbers a t  t h i s  t ime. 

I n  the 48 percent gas 

Our next s l i d e  i s  dispatchable DSM or  demand-side 

management, which i s 1 oad management and i n t e r r u p t i b l e  1 oad. 

The - - I guess i t  would be the magenta co lo r  on the bottom i s  

the i n t e r r u p t i b l e  load over the  ten-year planning horizon, and 

load management i s  shown as the  l i g h t  b lue or  cyan co lo r  across 

the top. Re la t i ve l y  unchanged over the planning horizon. We 

do see j u s t  a s l i g h t  decrease by 2012. 

This next s l i d e  i s  the  planned reserve margin by the 

u t i l i t i e s  w i t h i n  the State o f  F lo r ida .  This i s  the cumulative 

o r  aggregate, i f  you w i l l .  As you are aware, the FRCC has a 

15 percent t a rge t  t h a t  we have and the Commission up t o  t h i s  

po in t  has found t h a t  acceptable. And so as you can see f o r  

both summer and winter ,  we ' re  we l l  above t h a t .  Summer remains 

a t  or  above 20 percent f o r  a l l  years except 2011, where i t  dips 

FLORIDA PUBLIC SERVICE COMMISSION 
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j u s t  s l i g h t l y  below 20 percent, and a l l  winter years are i n  

excess o f  20 percent. 

MR. HAFF: I have a question, Paul. 

MR. ELWING: Yes. 

MR. HAFF: Are there any unspecif ied purchases 

included i n  t h i s  reserve margin? 

MR. ELWING: I ' m  not  sure, Michael. 

MR. HAFF: Okay. 

MS. CAMPBELL: This i s  Linda Campbell w i t h  the FRCC. 

Michael, I don ' t  r e c a l l  exact ly  i f  there  are or  not. 

But l a s t  year, you remember, we agreed w i th  c e r t a i n  d e f i n i t i o n s  

or terms t h a t  the u t i l i t i e s  would include those numbers i n  

t h e i r  ten-year s i t e  plan. So i f  they have stuck w i t h  t h a t ,  

they would be included as per the  agreement t h a t  we made l a s t  

year. But I have not  looked a t  t h a t  number s p e c i f i c a l l y  t o  

t e l l  you how much o f  t h a t  might be unspecif ied purchases. 

MR. HAFF: Okay. 

CHAIRMAN JABER: Can you get t h a t  in format ion t o  our 

s t a f f  before we discuss i t  a t  i n te rna l  a f f a i r s ?  

MS. CAMPBELL: Yes, ma'am. 

CHAIRMAN JABER: Because I t h i n k  the  reason, and I 

don ' t  want t o  put  words i n  your mouth, Mr. H a f f ,  bu t  as I 

r e c a l l ,  we s p e c i f i c a l l y  asked t h a t  question a couple o f  years 

ago and you've s ta r ted  inc lud ing  t h a t  number i n  the  repor t  t ha t  

we send over. 

FLORIDA PUBLIC SERVICE COMMISSION 
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MR. HAFF: That's correct. 
MS. CAMPBELL: Yes, ma'am. 
CHAIRMAN JABER: Thank you. 
MR. ELWING: Okay. The reliability assessment that 

vas performed based on the individual utility's ten-year site 
ilans being ag 
-eserve margin 
iutage rate on 
if natural gas 

In r 

regated together, the assessment focused on 
review, analysis of avai 1 abi 1 i ty and forced 
the units, load forecast evaluation and a review 
pi pel i ne adequacy. 
gards to the reserve marg 

vas to ensure that the Regional Planning 
the 15 percent FRCC standard. And as we 

n review, our review 
Reserve Margin meets 
i 11 ustrated a coup1 e 

if slides back, that appears to be well n excess of the 
15 percent. 

Analysis of forced outage rate and avai 1 abi 1 i ty. 
[here was a comparison done on the trends of forced outage 
nates between utilities' 2000, 2001 and 2002 planning stud es. 
4nd we also compared the trends in availability of their units 
for the same planning studies, 2000, 2001 and 2002 planning 
studies. 

This next graphic here is that comparison of the 
forced outage rates. This was done on a megawatt-weighted 
basis to try and put everything on an even measure. And as we 
can see from the results, the 2002 planning studies, which were 
the most recent planning studies done by the utilities, is 
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showing numbers i n  the 3.6 t o  3.5 percent forced outage r a t e  

remaining consistent throughout the year. And when you compare 

t h a t  w i t h  the previous yea r ' s  planning studies,  those numbers 

are remaining r e l a t i v e l y  consistent.  So we're not  seeing any 

great change i n  forced outage rates,  which leads us t o  be l ieve 

the u n i t s  w i l l  continue t o  remain r e l i a b l e  from t h a t  aspect. 

f o r  t h  

COMMISSIONER BAEZ: Mr. Elwing. 

MR. ELWING: Yes. 

COMMISSIONER BAEZ: Can we - -  I j u s t  want 

bene f i t ,  f o r  my b e n e f i t  and probably the  r e  

t o  c l a r i f y  

t o f  us, i n  

t h i s  type o f  graph, the  lower the number, the b e t t e r ;  r i g h t ?  

MR. ELWING: That i s  correct .  Yes. 

COMMISSIONER BAEZ: So i f  you see something going 

down, i t ' s  a good sign. 

MR. ELWING: Yes. The percentage o f  - -  forced outage 

r a t e  percentage, as you sa id,  the lower the number, the b e t t e r  

i t  i s .  That 's a measure o f  percent t ime, i f  you w i l l  , t h a t  a 

u n i t  would be unavailable due t o  equipment f a i l u r e  o r  breakage. 

COMMISSIONER DEASON: I have a question. On our 

other graph i t  was ind ica ted  t h a t  there are no s i g n i f i c a n t  

ret irements over t h i s  planning horizon, so one could conclude 

t h a t  the average age o f  the  generating i n f r a s t r u c t u r e  i s  going 

t o  be g e t t i n g  higher. 

adding a great deal o f  capaci ty  t o  meet growth and t h a t  may 

o f f s e t  t h a t  so t h a t  you have a growing amount o f  new 

But then on the other hand, you ' re  
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generation. 

Do you have any idea as t o  what the average age o f  

i n s t a l l e d  capacity i s  going t o  be over the planning horizon? 

MR. ELWING: No, I do not .  We have not  done t h a t .  

That i s  something we can - -  
COMMISSIONER DEASON: The reason I ask i s  because the 

trends on the forced outage r a t e  are favorable. They're 

t rending downward, which i s  a good th ing .  And I was j u s t  

curious as t o  whether t h a t  i s  i n  s p i t e  o f  the f a c t  t h a t  the  

f l e e t  may be aging o r  the f a c t  t h a t  we're adding enough new 

capacity t h a t  the average i n s t a l l e d ,  average age o f  i n s t a l l e d  

capacity i s  remaining s tab le o r  maybe even g e t t i n g  younger. 

dould j u s t  be - -  i f  t h a t ' s  the informat ion t h a t ' s  r e a d i l y  

avai lable, I t h i n k  i t  would be he lp fu l .  

dould be in te res ted  i n  t h a t  as we l l .  

I 

I t h i n k  s t a f f  probably 

MR. ELWING: Right.  There are a number o f  

repowerings t h a t  are tak ing  place w i t h i n  the s ta te ,  e x i s t i n g  

m i t s  t h a t  are being repowered i n t o  combined-cycle 

Zonfigurations. So when t h a t  i s  done, t h a t  does improve the  

re1 i abi 1 i t y  o f  those u n i t s  as equipment i s being r e f u r b i  shed. 

Informal conversations w i t h  u t i l i t i e s  i n  the 

i e l i a b i l i t y  Working Group meetings i nd i ca te  u t i l i t i e s  are 

2ommitted t o  maintaining t h e i r  f l e e t s  and doing proper 

naintenance. And so, yes, even though the age o f  the f l e e t  may 

)e increasing on the  e x i s t i n g  i n s t a l l e d  capaci ty,  i t ' s  our 
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b e l i e f  t h a t  the u t i l i t i e s  are spending proper d o l l a r s  or  

adequate do l l a rs ,  I should say, t o  maintain r e l i a b i l i t y .  New 

u n i t s  coming i n t o  the overa l l  f l e e t  f o r  the  s ta te ,  yes, i s  

going t o  help push down t h a t  forced outage r a t e  by v i r t u e  o f  

being newer machi nes . 
COMMISSIONER DEASON: I would assume t h a t  everything 

e lse being equal, t h a t  the - - on average the  o lder  the 

generating f l e e t ,  the more l i k e l y  there  are going t o  be forced 

outages. 

MR. ELWING: A l l  th ings being equal, yes. 

COMMISSIONER BAEZ: Madam Chair,  a question. 

CHAIRMAN JABER: Go r i g h t  ahead, Commissioner Baez. 

COMMISSIONER BAEZ: As a fo l l ow-up  t o  what 

Commissioner Deason had asked you, Mr. Elwing. And I not iced 

t h a t  i n  these - -  I guess i n  the  ou t  years, I guess s t a r t i n g  

w i th  a f t e r  2010, you see a s l i g h t  uptake i n  what the 

pro jec t ions  are. And understanding we l l  t h a t  the fa r the r  out  

the p ro jec t i on  gets, the  less  r e l i a b l e  i t  i s  c e r t a i n l y ,  bu t  

when you do have a t rending p r o j e c t i o n  o r  a p ro jec t i on  t rending 

upward somehow, how does i t  a f f e c t  - - does i t  create a question 

about whether, o r  an issue whether tempering these trends w i t h  

new addi t ions as opposed t o  re t i rements i s  - -  does t h a t ,  does 

t h a t  ra i se  t h a t  question when you see something t rending up? I 

mean, I know you discussed w i t h  Commissioner Deason about t h a t ,  

t ha t  tension o f ,  o f  keeping, keeping the  FOR percentage down, 

FLORIDA PUBLIC SERVICE COMMISSION 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

17 

whether i t ' s  by addit ions o f  new capacity and t o  what extent 

those have a compensating e f f e c t  f o r  an aging f l e e t .  Does t h a t  

equation come i n t o  question or  how much you ' re  adding i n  new 

add i t ion  t o  compensate f o r  an aging f l e e t  ra ther  than j u s t  

r e t i  r i n g  par ts  o f  the aging f l  eet i n  greater percentages? 

MR. ELWING: Had we seen a s i g n i f i c a n t  increase i n  

forced outage ra te  o r ,  or  a d e f i n i t e  upward trend, I would say 

we would c e r t a i n l y  d i g  deeper and question fu r the r .  Seeing a 

v a r i a t i o n  o f  only a ten th  o f  a percent i n  some o f  these years, 

t h a t  does not  cause us t o  pause or  give any concern. From our 

viewpoint, we feel  t h a t  t h a t  i s  a r e l a t i v e l y  s tab le trend. 

Again, obviously, the more capaci ty t h a t ' s  added, the more i t ' s  

going t o  t r y  and, or the more t h a t ' s  going t o  d r i v e  down the 

forced outage r a t e  o r  compensate f o r  an aging f l e e t .  But, 

again, we d i d n ' t  see anything i n  here t h a t  gave us a la rm.  

COMMISSIONER BAEZ: No. And I r e a l i z e  t h a t  c e r t a i n l y  

what I ' m  t a l k i n g  about i s  tak ing  place almost ten  years out,  so 

the re ' s  c e r t a i n l y  time and t h i s  gets reevaluated on a ,  on a 

regular basi s .  

But I guess j u s t  t o  confirm t h a t  the question o f  how 

much new capacity t o  add i n  r e l a t i o n  t o  how much capacity i s  

being r e t i r e d ,  t h a t ' s  i n  constant f l u x  based on these 

pro ject ions . 
MR. ELWING: Well, the  amount o f  - - yes. The amount 

o f  capacity t h a t  i s  added i s  a funct ion o f  the reserve margin 
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requirements o f  each o f  the indiv idua u t i l i t i e s .  

COMMISSIONER BAEZ: Well, I m sorry.  I d i d n ' t  mean 

t o  i n t e r r u p t .  But I guess there 's ,  there 's  two types o f  

capacity addi t ion.  When you ' re  deal ing w i t h  out -pro ject ions,  

you're e i t h e r  dealing, you ' re  e i t he r  adding capaci ty t o  deal 

d i t h  growth or  you ' re  adding capacity t o  deal w i t h  - - we1 1 , 

maybe adding i s  not  proper, but  you ' re  rep lac ing capaci ty w i th  

new, so. 

MR. ELWING: Yes, s i r .  Right. I was going t o  

fo l low-up by saying, the u t i l i t y  doing prudent planning would 

be look ing a t  the age o f  t h e i r  f l e e t ,  the r e l i a b i l i t y  o f  t h e i r  

f l e e t ,  and there does come t h a t  po in t  o f  d iminishing re tu rn  

Ahere you do make t h a t  decision t o  r e t i r e  capaci ty simply 

because o f  i t s  age and i t s  e f f i c i ency ,  i t s  r e l i a b i l i t y .  You 

r e t i r e  i t  i n  favor o f  new capacity. 

MS. CAMPBELL: I f  I might j u s t  add, look ing a t  our 

load and resource plan, our i n s t a l l  capacity i n  2003 i s  around 

40,354. 2012, we're looking a t  54,780. So t h a t ' s  roughly 

14,000 t h a t  we're going up i n  i n s t a l l e d  capacity. And I th ink  

i n  a previous s l i d e  Paul showed t h a t  we had around 16,000 was 

projected addi t ions.  So t h e r e ' s  probably not  a whole l o t  o f  

retirements going on. A l o t  o f  t h a t  new capaci ty i s  tak ing  

care o f  the addi t ional  growth. 

COMMISSIONER BAEZ: Right . Thank you. 

MR. ELWING: Okay. Our next s l i d e  continues on w i th  
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;he re1 i abi 1 i t y  assessment. And we a1 so 1 ooked a t  a v a i  1 abi 1 i t y  

if u n i t s ,  and again we d i d  tha t  on a megawatt-weighted basis t o  

jet a l eve l  measure or leve l  p lay ing f i e l d  from which t o  

ieasure. 

And again we ' r e  seei ng the avai 1 abi 1 i t y  f o l  1 owing 

; i m i l a r  trends as what we had seen i n  the past two years. 

h a i l a b i l i t y  values f o r  2002 are i n  the low 90 percent. We do 

see a s l i g h t  d rop -o f f  there i n  the 2011 and 2012. But, again, 

io th ing there gave us any concern. 

MR. HAFF: Mr. Elwing, I have a question. It may 

just be the scale you ' re  using on the v e r t i c a l  ax is  o f  the 

jraph, bu t  i t  looks l i k e  the re ' s  a sudden jump between 2004 and 

!005. And could you explain tha t ,  along w i t h  on the p r i o r  

s l ide the  forced outage r a t e  seems t o  be a t  i t s  highest i n  t h a t  

same exact year. 

:hat you can po in t  t o  t h a t  might have caused tha t?  

I s  there any one fac to r  o r  number o f  factors  

MR. ELWING: Not i n  p a r t i c u l a r .  The jump i n  

I v a i l a b i l i t y ,  I ' m  going out on a l imb a l i t t l e  b i t  here, bu t  I 

ie l i eve  t h a t  i s  due t o  new u n i t s  coming o n - l i n e  i n  t h a t  t ime 

frame, and so we see the increase i n  a v a i l a b i l i t y .  

I r e a l i z e  forced outage r a t e  goes up a ten th  o f  a 

iercent i n  t h a t  same year. 

:orrelat ion there. 

I d o n ' t  r e a l l y  be l ieve there i s  any 

MR. HAFF: I'll fo l low up w i t h  you l a t e r .  

CHAIRMAN JABER: Go ahead. 
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MR. ELWING: Okay. The FRCC Reliability Assessment 
also included a review of natural gas pipeline adequacy. And 
some of the things that were looked at there is formation of an 
FRCC Gas/Electricity Interdependency Task Force to review the 
relationship between the gas pipeline and electric system 
operation system and planning. Ms. Campbell is going to give 
you a report on that in a few minutes in greater detail. 

There was also a review of gas pipeline planning, 
operation and maintenance; review existing and future pipe1 ine 
capacity; develop guide1 ines for maintenance coordination 
between utilities and the gas industry; and develop 
communication protocol s between the FRCC Security Coordinator 
and the gas control centers to provide better coordination and 
communication between the utilities and the gas supplier or gas 
pi pel i nes . 

COMMISSIONER DEASON: Can you - - the next-to-the-last 
bullet point on the previous slide. 

MR. ELWING: Yes. 
COMMISSIONER DEASON: And maybe we'll get more on 

this later, I'm not sure, but you say develop guidelines for 
maintenance coordination. 
or maintenance of gas-fired units or both? 

Is this maintenance of the pipeline 

MR. ELWING: I think it's primarily targeted at the 
pipelines so that we can understand when they're going to be 
doing maintenance because that would have a direct impact on 
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the de l i ve ry  o f  gas t o  the u t i l i t i e s .  I s  t h a t  correct? And 

also u t i l i t y  maintenance as w e l l .  So i t  i s ,  i t  i s  both. 

I n  summary, the  planning reserve margins remain a t  or  

above 20 percent f o r  a l l  bu t  one year o f  the ten-year  forecast 

per i od . 
CHAIRMAN JABER: I wanted t o  ask you about t h a t .  

There was the previous s l i d e ;  I t h i n k  i t  was a bar graph. 

was 2011 t h a t  looks l i k e  i t  was below the 20 percent reserve 

margin. 

It 

MR. ELWING: Yes, ma'am. 

CHAIRMAN JABER: As Commissioner Baez said, t h a t ' s  

obviously, you know, some t ime from now. And I ' m  assuming, 

whi le we should know about i t , you d o n ' t  seem t o  be too  

concerned. 

o n - l i n e  2005, 2006? 

I s  t h a t  because o f  the p lan ts  t h a t  are coming 

MR. ELWING: Yes. Because i t  came back up the  

fo l low ing  year, t h a t  may j u s t  be a t im ing  issue o f  when 

u t i l i t i e s  are b r ing ing  capaci ty  on, t h a t  a u n i t  may have come 

on i n  the f a l l  ra ther  than i n  the  spr ing t o  meet the  summer 

peak because i t  was j u s t  t h a t  s ing le  summer where i t  dipped 

s l i g h t l y .  

CHAIRMAN JABER: You have not  - - you d i d n ' t  take t h a t  

i n t o  account f o r  t h a t  year? I mean, I ' m  sure t h e r e ' s  a 

p ro jec t ion  - - we1 1 , I know t h e r e ' s  a pro jected capaci ty f o r  

Mart in, FP&L-Martin, the  Hines u n i t s  o f  Progress. Were those 
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no t  factored i n ,  f o r  example, f o r  2011? 

MR. ELWING: Yes. These numbers are based on what 

the u t i l i t i e s  have provided the  FRCC, and so i t ' s  based on 

t h e i r  t iming.  And so the u n i t s  t h a t  they have put  i n  t h e i r  

ten-year s i t e  p lan w i t h  those t mings, t h a t  i s  what determined 

these numbers. 

CHAIRMAN JABER: So w i t h  the  four ,  I t h i n k  i t  was 

four  t h a t  we approved f o r  those two la rge  u t i l i t i e s ,  you ' re  

s t i l l  p ro jec t i ng  less  than 20 percent f o r  2011. So what's not  

included i n  there then? What may be coming between now and 

2011? 

MR. ELWING: Well, as I said,  I bel ieve  t h a t  i t  i s  

j u s t  a t im ing  issue. The, the number f o r  2011, i f  memory 

serves me, was 19.8 percent. So i t ' s  j u s t  s l i g h t l y  below 20 

percent. And so, as I said, i n  order t o  be counted f o r  summer 

capacity, we asked u t i l i t i e s  t h a t  t he  u n i t s  be o n - l i n e  - -  i s  it 

June l s t ?  And so i f  the  u n i t  came o n - l i n e ,  was projected t o  

come o n - l i n e  a f t e r  June l s t ,  i t  would no t  be counted i n  t h a t  

summer ' s capaci ty and go towards t h a t  summer ' s reserve margin. 

CHAIRMAN JABER: Okay. Thank you. 

COMMISSIONER DEASON: Le t  me - -  you want me t o  go 

ahead or  - - 
MR. ELWING: Yeah. 

COMMISSIONER DEASON: Okay. But f o r  - -  the FRCC 

Dlanning c r i t e r i o n  though i s  not  20 percent;  i s  t h a t  correct? 
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I s n ' t  i t  15 percent? And you ' re  wel l  above t h a t .  

MR. ELWING: That i s  correct .  

COMMISSIONER DEASON: 

investor-owned u t i l i t i e s  t h a t  have volunteered t o  achieve a 

20 percent - -  

It i s  on ly  f o r  the 

MR. ELWING: That i s  correct .  

COMMISSIONER DEASON: 

tha t  p a r t i c u l a r  reserve margin applies. 

- - t h a t  t h a t  p a r t i c u l a r  margin, 

MR. ELWING: That i s  correct .  The numbers we've 

presented here are the aggregate f o r  the e n t i r e  Peninsular 

F lor ida,  the FRCC region. 

COMMISSIONER DEASON: And l e t  me ask you a fu r ther  

question. And i t ' s  my assumption t h a t  w i t h  the  s ize  o f  a l l  the 

generation i n  Peninsular F lo r ida  and the d i v e r s i t y  there in  t h a t  

it i s ,  i t  i s  assumed t h a t  15 percent i s  adequate f o r  a l l  o f  

'eninsular F lor ida,  inc lud ing  a l l  generating sources; i s  t h a t  

zorrect? 

MR. ELWING: That i s  correct .  

COMMISSIONER DEASON: Okay. 

CHAIRMAN JABER: Commissioner Bradley, you had a 

question? 

COMMISSIONER BRADLEY: Yeah. Your summary says t h a t  

the reserve margin remains a t  o r  above 20 percent f o r  a l l  bu t  

me year i n  the ten-year forecast period. Which, which year i s  

that? 
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MR. ELWING: That was summer o f  2011, and i t  dipped 

t o  19.8 percent. 

COMMISSIONER BRADLEY: Okay. 

MR. ELWING: So j u s t  s l i g h t l y  below 20 percent. 

COMMISSIONER BRADLEY: And why i s  t h a t ,  even though 

i t ' s  a small d ip? 

MR. ELWING: I feel  t h a t  i t  i s  a t im ing  issue o f  when 

the capaci ty i n  t h a t  year i s  being projected t o  come on - l i ne .  

There i s  capacity projected t o  come o n - l i n e  i n  2011. And so i t  

may be a t im ing  issue t o  where i t ' s  coming on a f t e r  the summer 

peak repor t ing  per iod and so i t  i s  not  g e t t i n g  counted f o r  

summer peak. 

COMMISSIONER BRADLEY: Okay. 

CHAIRMAN JABER: Go ahead, Mr. Elwing. 

MR. ELWING: And then i n  conclusion f o r  the 

r e l i a b i l i t y  assessment f o r  the FRCC region, t he  r e s u l t s  o f  t h i s  

year 's studies ind ica te  t h a t  the Peninsular F lo r i da  e l e c t r i c  

system i s  r e l i a b l e  f o r  the next ten years from a planning 

perspective. 

That concludes my po r t i on  o f  the presentat ion,  unless 

you have more questions. 

CHAIRMAN JABER: Commissioners, do you have questions 

on t h i s  par t?  Okay. Thank you. 

MR. ELWING: A t  t h i s  t ime Mr. Leo Green i s  going t o  

come and give you a presentation on the load forecast ing 
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aspect. Thank you. 

CHAIRMAN JABER: Now we're not supposed t o  read i n t o  

t h i s  t h a t  i t  took three o f  you t o  replace Mr. Wiley; r i g h t ?  

MR. ELWING: NO. 

MS. CAMPBELL: NO. 

MR. GREEN: Good morning, Commissioners. My name i s  

Leonard0 Green. 

L igh t  as the manager o f  forecasting. On t h i s  occasion I ' m  

appearing on behal f  o f  FRCC's load forecast ing task force and 

I ' m  here t o  address the demand-side o f  the equation. 

I am cu r ren t l y  employed w i t h  F lo r i da  Power & 

The r e l i a b i l i t y  p lan assumes a given leve l  o f  demand 

o f  e l e c t r i c i t y .  Last year i n  the ten-year s i t e  p lan  there were 

qu i te  a number o f  questions regarding demand, and we thought i t  

convenient t h a t  we present the Commission w i t h  the  work t h a t  we 

do i n  evaluat ing a l l  the  u t i l i t i e s '  load forecast ing e f f o r t s ,  

and t h a t ' s  my presentat ion today. 

I ' m  going t o  t a l k  about the fo l l ow ing  po in ts  and why 

uJe d i d  i t ,  the review o f  the ind iv idua l  company methods, some 

h i s t o r i c a l  i n s i g h t  as t o  why we're experiencing the  growth t h a t  

uJe have i n  the State o f  F lo r ida ,  how good i s  the  forecast,  and 

then I ' d  l i k e  t o  leave w i t h  you some uncer ta in t ies  t h a t  might 

e x i s t  w i t h  the forecast and how the  u t i l i t i e s  are t r e a t i n g  

these uncer ta in t ies.  

The reason we d i d  t h i s  exercise, the  forecast 

evaluation i s  there - -  we bel ieve t h a t  the  assessment, 
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pel i abi 1 i t y  assessment requi res t h a t  the 1 oad forecast be as 

3ccurate as possible; whereas, i t  ' s impossi b l  e t o  p red ic t  

x e c i s e l y  what the load i s  going t o  be, we need an unbiased 

load forecast. This means t o  say an ob jec t ive  as close t o  

real i t y  as possible. 

Given tha t ,  we ask the question: Are the  forecasts 

that  the u t i l i t i e s  are p u t t i n g  together, are they su i tab le  f o r  

t h i s  exercise t h a t ' s  been done? And w i t h  t h i s  exercise we also 

hope t o  i d e n t i f y  i f  there were any problems t h a t  might e x i s t  

tha t  could create some re1 i abi 1 i t y  probl ems f o r  the  State o f  

F lor ida.  And f i n a l l y  we are a region, one o f  NERC's regions, 

and they have some planning standards t h a t  we need t o  comply 

vJith, one o f  which i s  an evaluat ion o f  how good the  forecast 

i s .  

I n  our evaluat ion exercise we considered the 12 

la rges t  u t i l i t i e s  i n  the  State o f  F lo r ida ,  which represent 

approximately 98.5 percent o f  the load i n  the s tate.  And what 

we looked a t  i s  what's the h i s t o r i c a l  accuracy o f  t h i s  

forecast, under the presumption t h a t  i f  i t ' s  h i s t o r i c a  

accurate, we bel ieve t h a t  i t  might be accurate a lso i n  

fu ture.  I s  there any homogeneity i n  assumptions acros 

1Y 

the  

l the  

u t i l i t i e s ?  How good are the  forecast ing models t h a t  the  

u t i l i t i e s  are using? I s  the  forecast i t s e l f  su i tab le? And 

then there are some san i t y  checks t h a t  we choose t o  use. 

What we found i s  t h a t  there i s  no b ias i n  the 
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forecast e r ro r .  There i s  not  a tendency t o  overforecast or 

underforecast. And I guess I should c l a r i f y  t h a t  I ' m  speaking 

here o f  peak demand. There i s  no pa t te rn  - - t he re  i s  almost 

the same p r o b a b i l i t y  o f  overforecast ing as underforecasting. 

There i s  some problems t h a t  we are going t o  show w i t h  the 

winter peak, but  t h a t  has t o  do w i t h  weather. 

There i s  homogenous assumption across the u t i l i t i e s ;  

whereas, each u t i l i t y ' s  service t e r r i t o r y  has i t s  own 

p a r t i c u l a r i t i e s ,  we bel ieve t h a t  the assumptions are s im i la r  

enough t h a t  we could q u a l i f y  them as saying t h a t  t hey ' re  

homogenous. And t h i s  i s  important because each u t i l i t y  uses 

inputs coming from d i f f e r e n t  sources. 

Once upon a t ime, on ly  the major u t i l i t i e s  i n  the 

State o f  F lo r ida  could a f f o r d  t o  have sophist icated and 

elaborat ive forecast ing technol ogies, bu t  t h a t  technol ogy has 

increased, has improved. And w i t h  the new computer technology 

i t  i s  af fordable so t h a t  almost a l l  the  u t i l i t i e s  i n  the State 

o f  F lor ida can a f f o r d  t o  use t h i s  technology now and we're 

seeing the r e s u l t s  i n  the  forecast e r ro rs  t h a t  we ' re  ge t t ing .  

We found t h a t  t he  forecasts are w i t h i n  the  c r i t e r i a  

f o r  the san i ty  check. And what's important through t h i s  

exercise t h a t  we ' re  doing today i s  each year t h e  u t i l i t y  gets 

the opportunity t o  ad just  t h e i r  forecast t o  the  most recent 

facts ,  which corresponds i n  r e a l i t y  t o  some k i n d  o f  a 

se l  f - co r rec t i  ng process t h a t  ' s bu i  1 t i n t o  t h i  s process. 
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I wanted t o  give some h i s t o r i c a l  i ns igh t  before I 

show what the forecast i s  as t o  what has happened recent ly .  

Why are we seeing the growth i n  load t h a t  we, t h a t  we have i n  

the State o f  Flor ida? 

I n  the recent past we have had a mixed economic 

performance; whereas, the performance i n  F lo r ida  i s  by no means 

s t e l l a r  compared t o  the 199Os, we have one o f  the top three 

economies i n  the union. Okay. So l a s t  year when the union was 

los ing  3 m i l l i o n  jobs, we created over 70,000 jobs, and t h a t  

created some migrat ion t o  F lo r ida  seeking jobs. So our 

economy, whereas, i t ' s  not  as good as i t  used t o  be i n  the 

199Os, i t ' s  doing much be t te r  than most o f  the r e s t  o f  the 

s tate.  And we have rebound from 9/11 much be t te r  than any one 

o f  the forecasts thought we would be a t  t h i s  po in t .  

I n  the recent past we have had q u i t e  a b i t  o f  

v o l a t i l i t y  i n  p r  ces, we have strong customer growth, and a l l  

the u t i l i t i e s  i n  the State o f  F lo r i da  use as a basis the 

pro jec t ion  o f  populat ion t h a t ' s  provided by the Un ivers i ty  o f  

F1 or ida,  the Bureau o f  Economic and Business Research, 

Univers i ty  o f  F lor ida.  And what we have seen i s  t ha t  we're 

ge t t i ng  strong customer growth recent ly .  And surpr is ing ly  i t  s 

not the r e t i r e e  t h a t  i s  creat ing t h a t  strong customer growth, 

but people w i t h i n  t h a t  working age 25 t o  50 years, people t h a t  

are coming t o  invest .  So i t ' s  a d i f f e r e n t  type - -  i t ' s  almost 

l i k e  a s h i f t  i n  the demographics, bu t  i t  has resul ted i n  strong 
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customer growth. We have an active housing market because of 

the low mortgage rates, and this has led t o  the high growth i n ,  

i n  peaks. 
How good has the forecast been? How good i s  the 

forecast t h a t  the FRCC has pu t  together? As I said previously, 
i f  we consistently over or underforecast, tha t ' s  not a good 

th ing .  Furthermore, i f  t h a t  variance between actual and 

forecast increases over time, t h a t  is not a good thing. 
However, over the last five years we have not  found a trend of 

over or underforecasting and, furthermore, the difference 
between actual and forecast has been decreasing t o  say t h a t  the 
forecast t h a t  FRCC has been providing for this reliability 
assessment has been improving i n  accuracy. 

I ' l l  give you an example of how this works. I 'm 

sorry for those of you t h a t  c a n ' t  make out  these numbers, bu t  

I ' l l  explain what's going on here. 
The second column i s  the actual customers, actual 

summer peak. The following columns are the ten-year s i te  plans 
t h a t  have been provided by FRCC ever since 1995. So on the 
bottom i s  the forecast error t h a t  i s  - -  I'm comparing for each 
year the forecast w i t h  actual. The actual i s  the second column 

rJhere i t  says, "Actual Summer Peak." To the bottom i s  the 
forecast error. 

We can see i n  the bottom t h a t  we have some positives 
and we have some negatives, meaning t o  say t h a t  there i s  a 
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tendency t o  f luc tua te ,  not  necessari ly over o r  under. But 

what's surpr is ing,  and as you move t o  the  r i g h t ,  t h a t  i s  as we 

come closer t o  present t ime, the forecast e r r o r  i s  becoming 

smaller and smaller. And I ' d  l i k e  t o  mention i n  19 - -  i n  2002 

the d i f ference between actual and forecast was .3 percent. I ' d  

l i k e  t o  remind you t h a t  we have a reserve margin o f  20 percent, 

which i n  add i t ion  f o r  other th ings i t  i s  intended t o  cover some 

o f  the  forecast e r ro r  t h a t  might e x i s t ,  granted - -  j u s t  one 

second - -  i t  could happen t h a t  we experience an extremely hot 

summer, which would throw these numbers o f f  some. However, i f  

we look a t  t h a t  one l i n e ,  l i k e  s t a r t i n g  i n  1998, the  top  l i n e  

t o  the bottom going down diagonally, we s ta r ted  out w i th  about 

4.9 percent e r r o r ,  4.3, 1.9, .9, . 5 ,  .3  percent; extremely 

accurate forecast. So we fee l  very conf ident w i t h  respect t o  

the summer peak. 

With respect t o  the winter peak i t ' s  a d i f f e r e n t  

story.  We see a predominance o f  negative values, meaning t o  

say t h a t  the u t i l i t i e s  have been overforecasting. 

reason f o r  t h i s  has been t h a t  i n  the l a s t  t en  years I t h i n k  we 

have only  had two winters, and i t  seems l i k e  the  co ld f ron ts  

t h a t  are coming down reach the middle o f  the  s t a t e  and they 

don ' t  progress. So t h i s  i s  there p r i m a r i l y  due t o  the f a c t  

t h a t  we have not had co ld winters;  however, t he  u t i l i t i e s  th ink  

tha t  they should plan f o r  the occurrence whether we have i t  or 

not and t h a t ' s  the reason why these numbers have a predominance 

However, the 

FLORIDA PUBLIC SERVICE COMMISSION 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

31  

o f  a negative value. 

I ' m  going t o  speak some about the forecast f ind ings,  

and now we're going t o  look a t  the outlook instead o f  h i s t o r y  

and I ' m  going t o  compare the 2003 and the 2002 forecast. 

I t ' s  not  very c lear ,  but  h i s t o r i c a l l y ,  as Paul 

said - -  l e t  me back up a second. As Paul said, t h i s  forecast 

i s  s l i g h t l y  higher than the forecast we presented l a s t  year. 

And i n  the box t o  the bottom l e f t  i t  shows t h a t  l a s t  year on 

the average h i s t o r i c a l l y  we were growing a t  the  r a t e  o f  1,164 

megawatts per year. And the forecast l a s t  year suggested t h a t  

ve would grow a t  the r a t e  o f  1,024. This year we're r a i s i n g  

tha t  and suggesting t h a t  t h i s  forecast i s  meant t o  grow on the 

average a t  1,107 megawatts. Very simi 1 a r .  

I ' d  l i k e  t o  c a l l  your a t ten t i on  a lso t o  the l a s t  

column t h a t ' s  percent and i t ' s  - -  the on ly  i n t e n t i o n  here i s  t o  

show t h a t  t h a t  ' s m i  s l  eadi ng. 1 , 164 megawatts represented 

3.4 percent, where almost a s im i l a r  amount represents on ly  2.3, 

2.5 percent. So what happens i s  as the  base gets bigger, the  

growth looks smaller, bu t  what's important i s  the  absolute 

number. 

Similarly w i t h  the winter peak, we are growing 

s l i g h t l y  be t te r  than l a s t  year, be t te r  than the  plan f o r  l a s t  

year. 

but t h a t  number i s  misleading. I ' m  using actual numbers here. 

I ' m  not  using weather normalized numbers. And i n  2003, t h a t ' s  

I n  the bottom l e f t  the h i s t o r i c a l  growth has been 1,847, 
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t h i s  year, the winter o f  t h i s  year was extremely cold.  We had 

3 winter  peak. And i n  the  s t a r t i n g  year, which I t h i n k  was 

1993, we d i d  not have a winter  peak. So the two extremes are 

nisleading. So the growth r a t e  t h a t ' s  shown here i s  somewhat 

nisleading. What's important i s  t h a t  the forecast i s  

substant ia l ,  i s  s l i g h t l y  higher than l a s t  year. 

As I said, t h a t ' s  our best outlook. However, t h e r e ' s  

Zertain th ings t h a t  are beyond our cont ro l ,  and I ' v e  l i s t e d  

four o f  them here t h a t  I ' d  l i k e  t o  deal w i t h  very b r i e f l y .  

The f i r s t  one would be customers. Customers i n  the  

State o f  F lo r ida  i s  the  primary d r i v e r  o f  the growth i n  peak 

jemand. There are demographic changes, as I mentioned, i n  the 

State o f  F lor ida.  People are coming t o  F lo r i da  no t  necessar i ly  

to r e t i r e  anymore. People are coming t o  F lo r i da  because 

-1orida creates jobs. 

that  on the west coast o f  F lo r ida  the second s t a t e  i n  the 

Jnited States t h a t ' s  sending us immigrants o r  new customers i s  

the State o f  Ca l i f o rn ia .  And there are several reasons f o r  

that :  We have favorable taxes, tax  laws; people are b r ing ing  

t h e i r  business t o  F lo r i da  because o f  the economy t h a t  we have; 

de are p r i v i l eged  by our geography, w i t h  t h i s  new g loba l i za t i on  

it seems l i k e  we're almost the center o f  the nor th ,  south, 

?ast, west quadrant. And so we are very a t t r a c t i v e  t o  

i u s i  ness. 

It would be surpr is ing  i f  I mentioned 

There's a tremendous amount o f  f l i g h t  cap i ta l  coming 
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from South America and these are cap i ta l  t h a t  are coming t o  

invest  i n  companies t h a t  t hey ' re  opening i n  F lo r i da .  

And the same t h i n g  as the re loca t ion  o f  nat ional  and 

in te rna t iona l  companies. A l o t  o f  companies have been 

re loca t ing  t o  F lo r ida  from the r e s t  o f  the United States. 

It i s  estimated t h a t  approximately each day 1,000 

veterans from the Second World War are dying and t h a t  wealth 

t h a t  they have accumulated, t h e y ' r e  leaving i t  t o  t h e i r  he i rs ,  

and i t  would seem l i k e  the preference o f  the he i r s  i s  t o  buy a 

second home or  even advance ret irement plans t o  the  State o f  

F lor ida.  And t h a t  i s  one o f  the primary reasons why we're 

ge t t i ng  t h a t  growth i n  the l a s t  few years i n  customers. 

We're running out o f  land t o  b u i l d  new homes; 

however, almost a l l  the major counties have what 's ca l l ed  a 

community redevel opment associat ion i n  p l  ace and the  growth i s  

going back i n t o  the urban centers. The predominance o f  la rge  

condominiums i n  the downtown depressed areas i s  being seen i n  

many parts o f  the  service t e r r i t o r i e s  o f  the d i f f e r e n t  

u t i l i t i e s .  However, there are some negatives there  t h a t ' s  the 

reason why we're not  f looded by more people, and t h a t  i s  we 

have a problem w i t h  t ranspor tat ion and we have a problem w i t h  

the a b i l i t y  o f  the  l oca l  government t o  service the  populat ion 

tha t  are coming. This populat ion t h a t  we're g e t t i n g  demands a 

l o t  o f  services, schools, hospi ta ls ,  th ings l i k e  t h a t ,  and i t ' s  

creating some problems. So t h a t  i s  p u t t i n g  some o f  the  brakes 
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on the migrat ion i n t o  F lor ida.  But we bel ieve t h a t  what we're 

f i r s t  wave o f  re t i rees  o f  the baby experiencing i s  perhaps the 

boomers. 

The weather i s  on 

the other the weather could 

actual and forecast. We do 

y a shor t - run impact. 

create qu i te  a divergence between 

not  necessari ly be l ieve t h a t  i t ' s  

One year t o  

becoming ho t te r  o r  s i g n i f i c a n t l y  ho t te r  than i n  the past. What 

we have observed i s  t h a t  the growth o f  our customers i s  

occurr ing i n  the regions t h a t  are less mi ld ,  i f  the re ' s  a word 

1 i ke t h a t .  

For example, the coast areas are f i l l e d  up. Those 

are the coolest areas. Migrat ion i s  inward, which i s  ho t te r ,  

and migrat ion i s  moving north, which i s  ho t te r  and which i s  

colder,  which i s  creat ing a demand f o r  more e l e c t r i c i t y .  

How do we handle tha t?  Each u t i l i t y  t h a t  we reviewed 

has i t s  own d e f i n i t i o n  o f  normal weather, and i t ' s  a d e f i n i t i o n  

tha t  best f i t s  the service t e r r i t o r y  t h a t  they have. We a l l  

depend on data t h a t ' s  coming from N O M ,  the National 

Oceanographic and Atmospheric Administrat ion.  But the number 

o f  years t h a t  we use as an average t o  def ine t h a t  normal 

depends on the service t e r r i t o r y .  Some u t i l i t i e s  are using a 

r o l l i n g  20 years, some u t i l i t i e s  use a r o l l i n g  30 years and 

some even more than tha t ,  and t h a t ' s  t h e i r  d e f i n i t i o n  o f  normal 

deather. And so we do not t r y  t o  forecast what weather i s  

going t o  be, but  we assume normal weather i n t o  the fu ture,  w i t h  
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those caveats t h a t  the growth i s  occurring i n  more adverse 

s i tua t ions .  

The economy, as I said, i s  doing good. I would not 

say s t e l l a r ,  but i t ' s  doing good. The State o f  F lo r ida  grew by 

2.6 percent l a s t  year. And as I mentioned before, the nat ion 

was los ing  jobs and we were creat ing jobs. And the  economy has 

rebounded much be t te r  than what we thought i t  would do a f t e r  

9/11. Tourism i s  not a t  the l eve l  t h a t  i t  was before 9/11, but  

i t ' s  coming along n ice ly .  And because o f  the fear  o f  some 

people t o  f l y  overseas, we're capturing some o f  t h a t ,  some o f  

t h a t  tourism. And some o f  the occupancy rates o f  the hotels 

are edging up very c lose ly  t o  what i t  was before 9/11. 

What was - -  what was pleasing a t  the t ime we d i d  the 

evaluation i s  t ha t  each one o f  the u t i l i t i e s  was using a 

d i f f e r e n t  forecasting o u t f i t  t o  give them an out look as t o  what 

the economy i s  going t o  be. 

For example, F lo r i da  Power & L igh t  was using Global 

Inse t  (phonetic), which used t o  be D R I .  TECO might be using 

Economy.com. FPC might be using the Un ivers i ty  o f  F lor ida.  So 

de had a mixture o f  economic outlooks. 

forecast then would be an average o f  a l l ,  o f  several forecasts 

o f  what the economy would be l i k e .  And t h a t  b a s i c a l l y  i s  a 

Delphi approach, which i s  an average which i s  spreading the 

r i s k  across the state,  meaning t o  say t h a t  we are not depending 

3n one outlook. And i f  they happen t o  be incor rec t ,  then the 

It seems l i k e  the 
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ncorrect .  We be l ieve  t h a t  we're covering 

t h a t .  

And, f i n a l l y ,  based on the f ind ings  o f  t h a t  

evaluat ion t h a t  was performed, we bel ieve t h a t  the  forecast i s  

sui tab1 e f o r  the re1 i abi 1 i t y  assessment t h a t  we ' r e  presenting 

here today. It captures the trends, and whatever new 

i n i t i a t i v e s  might be out there has been presented. The 

shor t - term deviat ions t h a t  we see i n  those forecast  areas or  

forecast variances are due t o  extreme weather occurrences and 

unusual economic condi t ions t h a t  are shor t -  term but  t h a t  rever t  

t o  some k ind  o f  a mean eventual ly,  and t h a t  t he  forecasts are 

s e l f - c o r r e c t i n g  and they incorporate the  very l a t e s t  

informat ion.  Based on t h i s  the Load Forecasting Task Force 

bel ieves, Commission, t h a t  the forecast used i n  t h i s  exercise 

i s  su i tab le  f o r  r e l i a b i l i t y  assessments. 

questions, I'll glad ly  t r y  t o  answer them. 

I f  the re  are any 

CHAIRMAN JABER: Thank you, Mr. Green. Commissioner 

Deason and other Commissioners, i f  you have questions. 

COMMISSIONER DEASON: Thank you. I have a question 

on Page 12 o f  your presentation. This i s  the  w in te r  peak 

forecast evaluat ion.  

MR. GREEN: Yes. Yes, s i r .  

COMMISSIONER DEASON: And I bel ieve  i n  the lower 

l e f t -hand  corner o f  the page t h e r e ' s  a box, and I t h i n k  you 

explained t h a t  f o r  the h i s t o r i c a l  growth f o r  t h e  '93 t o  2002 
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period, t h a t  t h a t ,  there was a l i t t l e  b i t  o f  an aberrat ion 

there because o f  the e f f e c t  o f  a lack o f  winter temperatures i n  

'93 and apparently there was some f a i r l y  extreme temperatures 

i n  2002; i s  t h a t  correct? 

rea l  

rea l  

aPP1 

rea l  

f a i r  

both 

MR. GREEN: 2003. That 's  correct .  

COMMISSIONER DEASON: Yeah. Okay. So we have a 

y high h i s t o r i c a l  growth rate,  but  t h a t  i s  probably not 

y i nd i ca t i ve .  

But what I want t o  concentrate - -  my question rea l  

es t o  the forecast f o r  2002 and the forecast f o r  2003, 

Y 

z ing  these are forecasted numbers, bu t  there seems t o  be a 

y s i g n i f i c a n t  decl ine i n  the forecast from 2002 t o  2003, 

i n  absolute terms o f  megawatts as wel l  as a percentage 

basis. Could you, could you - - perhaps you explained t h a t  and 

I j u s t  missed i t ,  but  i f  you could ampl i fy on t h a t ,  I ' d  

appreciate i t  . 
MR. GREEN: Yes. The h i s to ry ,  s t a r t i n g  w i th  the 

h is to ry ,  the 2003 value - - and t h a t ' s  a mistake. That should 

say 1993 t o  2003. Sorry about t h a t .  That includes the 2003 

extreme winter condit ions t h a t  we saw t h i s  year. So t h a t  gave 

a h igh h is to ry .  However, the forecasL, the  s t a r t i n g  value i s  

also what we had i n  2003, which was abnormally high. And 

because the s t a r t i n g  value i s  so high, i t  makes the forecast 

look as though i t ' s  small. However, i f  you look a t  the graph 

and compare both plans, t h i s  year 's  plan i s  higher than l a s t  
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year 's  plan, s im i l a r  growth and s t a r t i n g  from a higher value. 

I t ' s  j u s t  t h a t  t h a t  one year, 2003, i s  given d i s t o r t e d  values. 

COMMISSIONER DEASON: I understand. Thank you very 

nuch f o r  the explanation. That explains i t .  

CHAIRMAN JABER: S t a f f ,  d i d  you have any questions o f  

4r. Green? 

MR. HAFF: NO. 

CHAIRMAN JABER: Thank you, s i r .  

MR. GREEN: Thank you. 

CHAIRMAN JABER: Next presentation. 

MS. CAMPBELL: Good morni ng , Commi ss i  oners . My name 

i s  Linda Campbell. 

-1 o r ida  Re1 i abi 1 i t y  Coordinating Counci 1 . And I wanted t o  t a l  k 

to you a l l  t h i s  morning and share w i t h  you the  work t h a t  is  
going on w i t h  the  new task force t h a t ' s  been created, the  FRCC 

;as/El e c t r i c i  t y  Interdependency Task Force. 

I ' m  the  d i r e c t o r  o f  r e l i a b i l  i t y  f o r  t he  

This task fo rce  was establ ished t h i s  January, t h i s  

l a s t  January by the FRCC board o f  d i rec to rs .  The task force 

:omposi t i on i ncl  udes gas p i  pel  i ne owners. We have 

-epresentatives from both Gul fstream and F lo r i da  Gas 

rransmission, we've got  e l e c t r i c  system operators, generator 

iwners, the l oca l  gas d i s t r i b u t i o n  companies, t h e r e ' s  a 

-epresentative from People's Gas there.  The F l o r i d a  Pub l ic  

5ervice Commission s t a f f  i s  p a r t i c i p a t i n g  as we l l  as a FERC 

s t a f f  member, and both o f  t he  Commission - -  both the  F lo r i da  
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'ub l i c  Service Commission and FERC s t a f f  are there  as 

ibservers. 

The reason the board created t h i s  i s  evidenced i n  the 

iext  s l i d e ,  and you've seen t h i s  throughout the reports o f  both 

Ir. Green and Mr. Elwing. And we have an increase i n  natural 

jas use occurr ing i n  our region. This s l i d e  w i l l  show some 

ic tua l  numbers s t a r t i n g  i n  1998 and we've got our forecasted 

lumbers ending i n  2012, which i s  p a r t  o f  our ten-year load and 

-esource plan t h i s  year. And t h i s  i s  being represented as the 

iercent o f  annual net energy f o r  load. 

ialue, not a capacity value. And as you can see, the 

jependency i s  increasing. We were a t  j u s t  s l i g h t l y  over 

15 percent i n  1998 and were projected t o  go up t o  about 48, 

i lmost 50 percent i n  2012. And so w i t h  t h i s  dependence 

increasing over the years, our board o f  d i rec to rs  f e l t  i t was 

Jery prudent t o  take a look i n  very d e t a i l  about the 

*elat ionship between the  gas p ipe l i ne  operation and the, the 

-e l  i abi 1 i t y  o f  our bul k e l  e c t r i  c system. 

So t h i s  i s  an energy 

CHAIRMAN JABER: Ms. Campbell, f o r  what purpose? To 

jetermi ne whether the p i  pel i ne capaci ty i s suf f i cien t?  Or he1 p 

ne understand. I t h i n k  the task force i s  a great idea. I j u s t  

ieed t o  get a b e t t e r  g r i p  on the purpose f o r  which i t  was 

intended. 

MS. CAMPBELL: Well, i f  I could - - 
CHAIRMAN JABER: I t ' s  i n  here? 
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MS. CAMPBELL: I'll answer t h a t  i n  the next s l i de .  

CHAIRMAN JABER: Okay. 

MS. CAMPBELL: We' l l  get  a s t a r t  on t h a t .  And then 

i f  you have any fur ther  questions, I ' d  be happy t o  answer them. 

Some ground ru les  t h a t  the task force came up w i th ,  

the f i r s t  pa r t  we want t o  say what i t ' s  not .  The task force 

vas not  created t o  review gas supplies. Also, i t ' s  not  look ing 

)ut t o  i n d i c t  the gas p ipe l  i n e  pract ices.  The gas p ipe l  ines 

w e  operating per t h e i r  t a r i f f s  and we don ' t  have any problems 

v i t h  t h a t ,  so i t ' s  not t r y i n g  t o  f i gu re  out a bad guy. 

We're not looking f o r  an indictment o f  the e l e c t r i c  

jeneration pract ices and we're not  planning t o  review gas 

narkets or gas pr ices.  And a de ta i l ed  study o f  gas p ipe l i ne  

Flows i s  also not ant ic ipated as a p a r t  o f  t h i s  work. 

What we are hoping t o  do i s  review the 

i nterdependency re1 a t i  onshi p between the gas p i  pel i ne 

iperations and planning and the  e l e c t r i c  generation operations 

md planning focusing on the r e l i a b i l i t y  impacts t o  the bulk  

2 lec t r i c  system. So we want t o  look and see where they cross, 

low do they operate both i n d i v i d u a l l y ,  and how do these th ings 

impact the r e l i a b i l i t y  o f  the system and where may we need t o  

look fu r ther .  

CHAIRMAN JABER: Does the  review or  your dialogue 

imong the task force include any involvement by the FRCC and 

:he new, the proposed Bahamas p ipe l  ine? 
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MS. CAMPBELL: We w i l l  probably be look ng a t  those 

a l te rna t ives .  We had a representative, and I can t remember 

the company, o f  a storage f a c i l i t y  t h a t  came and gave 

informat ion i n  a presentation. So a l l  o f  those kinds o f  th ings 

w i l l  be p a r t  o f  discussions i n  the learn ing t h a t  t h i s  task 

force w i l l  be going through. 

CHAIRMAN JABER: And t h i s  next question i s  r e a l l y  

going t o  show my naivete w i t h  regard t o  the FRCC, and I 

apologize f o r  t h a t  i n  advance. But do you contemplate tak ing 

an a c t i v i s t  r o l e  i n  advocating f o r  another p i p e l i n e  i n t o  t h i s  

state? I mean, where might you stand i n  the whole Bahamas 

p ipe l i ne  debate: As an observer, as a reviewer, as an ac t ive  

p a r t i  c i  pant? 

MS. CAMPBELL: I guess what I t h i n k  t h a t  we would 

probably do, we'd be more i n  the  learn ing and t r y i n g  t o  

i d e n t i f y  possible solut ions or  problems. And i f  there are 

r i s k s  out there w i th  dependence on one p ipe l i ne  o r  other,  t h a t  

we would t r y  t o  i d e n t i f y  what so lut ions o r  possible mi t iga t ions  

may occur. I don' t  t h i n k  we would advocate any one pos i t ion .  

But r e a l l y  t h i s  task force i s  look ing t o  i d e n t i f y  what's out 

there and where we may need t o  go fu r the r  t o  decrease any r i s k  

tha t  we might i d e n t i f y .  

CHAIRMAN JABER: Okay. That 's  he lp fu l .  And where 

dould your concerns be raised? Here a t  loca l  l eve l s?  Where 

dould YOU - -  
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MS. CAMPBELL: Well, c e r t a i n l y  a t  the task force we 

d i l l  have a l l  o f  the par t i c ipants  being there.  And then I 

th ink  l a t e r  on I'll show what we're hoping t o  do by invo lv ing 

the Publ ic  Service Commission, t h e y ' l l  be involved, FERC w i l l  

be involved, and we may discover tha t  we need t o  t r y  and, and 

ra ise  the  leve l  o f  understanding other avenues and b r i n g  these 

r i s k s  and impl icat ions out t o  other fo l ks .  

A t  the same time t h a t  FRCC i s  undertaking t h i s  e f f o r t  

there i s  a p a r a l l e l  task force going on a t  the  North American 

E l e c t r i c  Re1 i abi 1 i t y  Counci 1 , NERC. They' ve a1 so got an 

interdependency task force t h a t  i s  doing t h i s  s i m i l a r  k ind  o f  

th ing,  bu t  looking a f t e r  the whole country o r  t he  North 

American cont inent.  And Ken Wiley i s  p a r t i c i p a t i n g  i n  t h a t  

e f f o r t  as wel l  because we d o n ' t  want t o  dup l i ca te  e f f o r t s .  And 

what we may learn  t h a t  t hey ' re  doing a t  the  NERC leve l  we can 

e i ther  help o r  put i n t o  p rac t ice  here. We ' l l  hope t o  take 

advantage o f  t h a t .  

CHAIRMAN JABER: Thank you. 

MS. CAMPBELL: Some o f  the pre l im inary  goals t h a t  

have been i d e n t i f i e d  - - and these have no t  rea l  l y  been fleshed 

out completely ye t .  The task force has j u s t  met once 

face- to- face.  These goals were i d e n t i f i e d ,  bu t  r e a l l y  t h e y ' l l  

be discussed fu r ther  a t  the next meeting. 

some things t h a t  were put out on paper and i d e n t i f i e d  as some 

r e a l  pre l iminary goals t h a t  we have. 

So these are j u s t  
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And one o f  the f i r s t  ones wou d be t o  develop 

guide1 ines f o r  a communication protocol between the  secur i ty  

coordinator f o r  FRCC and the gas control  centers. And t h i s  i s  

r e a l l y  something t h a t  we hope t o  get i n t o  place and we've 

s ta r ted  some work towards t h i s  already by v i s i t i n g  the gas 

contro l  centers. We've gotten the input  on our emergency 

contact l i s t ,  we're on t h e i r s ,  a l o t  o f  t h a t .  And we want t o  

do t h a t  mainly f o r  emergencies. We d o n ' t  want t o  burden 

anybody, e i t he r  our secur i ty  coordinator o r  the  gas control  

centers, w i th  everyday s t u f f .  We r e a l l y  want t o  have a 

communications system i n  place so i f  emergencies a r i se  on the  

p ipe l i ne  t h a t  we need t o  know about t h a t  we can react  t o ,  t h a t  

delve got t h a t  going. 

t h a t ' s  between the gas control  centers and the  shippers t h a t  i s  

there today. There's a l o t  o f  communication t h a t  takes place 

every day between those e n t i t i e s  and we do no t  want t o  displace 

any o f  t h a t  o r  take the place o f  it. 

It would not displace communication 

And what we may wind up f i nd ing  t h a t  would be he lp fu l  

dould be a contingency l i s t  o f  the types o f  events t h a t  would 

t r i gge r  these kinds o f  communication. So perhaps the gas 

pipel  i n e  might not  know an emergency cond i t ion  t h a t  we fee l  

l l~ould be an emergency, but  i f  i t  happened on t h e i r  system, we'd 

say, hey, t h i s  i s  the k ind  o f  t h i n g  we want you t o  t e l l  us 

about because t h i s  w i l l  have impact on our reserve margin o r  

j u s t  whatever. So we hope t o  perhaps i d e n t i f y  those kinds o f  
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events t h a t  would help t h a t  communication go forward. 

Another pre l iminary goal we have i s  t o  conduct a 

regional analysis o f  t he  gas p ipe l i ne  capacity. 

be look ing a t  the maximum p ipe l i ne  de l i ve ry  c a p a b i l i t y  t r y i n g  

t o  answer the question: 

f o r  a l l  the generators t h a t  are e i t h e r  now i n  existence or  

being proposed over the  next ten  years o r  i n  the  fu ture? 

Here we would 

Do we have enough p i p e l i n e  capacity 

We want t o  look a t  the  t o t a l  connected capacity, the  

f i r m  t ranspor tat ion f o r  t h a t  capacity, what's t he  maximum 

t ranspor tat ion capaci ty needed t o  operate a1 1 o f  t he  capaci ty 

a t  maximum output? Another way o f  saying t h a t  i s ,  you know, we 

need - -  there 's ,  t h e r e ' s  firm capacity out there  r i g h t  now, 

the re ' s  i n t e r r u p t i b l e  capaci ty out there.  

i f  we need t o  have a l l  generators o n - l i n e  a t  t h e  same t ime f o r  

something, and, again, I ' m  t a l k i n g  about the  ones t h a t  are 

using natural  gas, wou d they be able t o  operate? So we need 

t o  look a t  those kinds o f  th ings. We r e a l l y  want t o  look a t  

t h i s  i n  d e t a i l  f o r  the  next f i v e  years. 

I s  there  enough t h a t  

And then one o f  the  th ings we've t a l  ked about i s  a 

connect iv i ty  diagram, and t h i s  might be analogous t o  a load  

f low diagram t h a t  we have f o r  the e l e c t r i c  system, so t h a t  we 

could sor t  o f  see i n  a p i c t u r e  format where a l l  o f  the problem 

areas might be. I s  there a l o t  o f  concentrat ion o f  u n i t s  i n  a 

ce r ta in  geographic l oca t i on  and how i s  the  pipe1 i n e  c a p a b i l i t y  

t o  tha t  locat ion? And so hoping t h a t  t h a t  diagram might be o f  
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Jse for us i n  just sort of getting a h igh  level overview 
looking a t  i t .  

Another preliminary goal would be t o  establish the 
nonitoring system t h a t  would report a l l  gas events w h i c h  

threaten or cause electrical re1 i abi 1 i t y  problems. We ' ve 
already taken some steps this past year where we have included 

i n ,  i n  our declaration of a generating capacity advisory or a 
generating capacity alert i f  there were problems on a gas 
pipeline. We have added t h a t  i n t o  the conditions t h a t  might 

trigger one of those events, and so then i t  would get us i n t o  
our normal capacity emergency process. And so we've started 
some of t h a t .  
get plenty of lead time so t h a t  i f  something does occur on a 
pipeline t h a t  might threaten our reliabil i ty of the bu lk  grid 
i n  the FRCC region, we want  t o  have time t o  deal w i t h  i t .  So 

that ' s  w h a t  we're hoping t o  do there. 

B u t  w h a t  we're really looking af ter  i s  trying t o  

We want t o  monitor and perhaps, i f  necessary, 
participate i n  FERC activities on operational matters t h a t  - - 
for things t h a t  would affect reliabil i ty.  We're not quite sure 
what t h a t  might be or how t h a t  might happen. But, you know, 
when the pipelines go for getting ta r i f f s  approved or other 
things, we need t o  be on the lookout t o  see i f  there might be 
any part of those t h a t  would negatively impact the reliability 
of the grid. So tha t ' s  just something t h a t ,  you know, we've 
got  as a possibility t h a t  we may need t o  get involved i n  some 
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o f  those things. And, again, we'd be focusing s t r i c t l y  on the 

re1 i abi 1 i t y  imp1 i c a t i  ons, not any o f  the commerci a1 o r  economi c 

type o f  impl icat ions t h a t  the p ipe l i ne  companies may have. 

And then another pre l iminary goal would be t o  review 

the gas p ipe l ine  curtai lment p o l i c i e s  and see what k nd o f  

impact they may have on e l  e c t r i  c system re1 i abi 1 i ty.  

One o f  the th ings t h a t  comes t o  mind, you know, i s  

the curtai lment order. I f  they do have a problem on the 

p ipe l i ne  and experience diminished supplies o r  a b i l i t y  t o  get 

the supplies t o  t h e i r  customers, what k ind  o f  order do they 

have i n  t h e i r  curtai lment pract ices? Should there be a 

d i f f e r e n t  order perhaps t h a t  would p r i o r i t i z e  the de l i ve ry  t o  

the e l e c t r i c  generator so t h a t  t h a t ' s  not l o s t ?  So t h a t  would 

be another area t h a t  we need t o  look a t  t o  see i f  there could 

be any r i s k  and what possible m i t i g a t i o n  there might be t o  make 

t h a t  be t te r .  

I guess l a s t l y  since t h i s  group i s  very new, what 

we're hoping i n  the ant ic ipated del iverables i s  r e a l l y  t h a t  we 

see t h i s  as a f i r s t  step. And what we're r e a l l y  hoping t o  do 

i s  produce a record o f  what these i d e n t i f i e d  r i s k s  t o  the 

e l e c t r i c  system re1 a b i l i t y  might be because we've got a l o t  o 

th ings i n  mind t h a t  we t h i n k  might be out there but we're 

r e a l l y  not sure. So as we discover, we want t o  document t h a t  

and get i t  down and then hopefu l l y  develop po ten t ia l  so lu t ions 

t o  mi t iga te  these r i sks .  We d o n ' t  know - -  we may have some 
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t h a t  are rea l  easy t h a t  we can do and t h e y ' r e  l i k e  a 

no-brainer.  There may be others t h a t  are going t o  require 

fu r the r  invest igat ion t h a t  we don ' t  know exac t l y  how t o  go and 

accomplish making tha t  be t te r .  

F lo r ida  Public Service Commission or even a t  FERC, the 

treatment i n ,  you know, the way t h a t  generating e n t i t i e s  are 

viewed i n  looking a t  the  d i v e r s i t y  equation. 

don ' t  know where tha t  w i l l  lead. And then i t  may require new 

and d i f f e r e n t  business pract ices and plans t o  implement. 

It may requi re changes from the 

So we j u s t  - -  we 

Right now, as I mentioned e a r l i e r ,  t h e  p ipe l ines are 

operating according t o  t h e i r  t a r i f f s .  We haven' t  seen any 

problems or  abuse or anything o f  t h a t  nature a t  a1 1. But maybe 

going forward we a l l  may lea rn  t h a t  we need t o  t h i n k  

d i f f e r e n t l y  when we get t o  a 50 percent dependence on gas. 

And so these are what we're k ind  o f  hoping t o  do. 

I guess what I ' d  l i k e  t o  o f f e r ,  i f  We've j u s t  got started. 

t h i s  i s  o f  i n te res t  t o  you, t h a t  we know you have regular 

in te rna l  a f f a i r s  meetings. I f  you would l i k e ,  we would be more 

than happy t o  come t o  an i n t e r n a l  a f f a i r s  meeting toward the 

end o f  the year and g ive you an update and a s ta tus  repor t  on 

where the task force i s  and keep you abreast o f  what's tak ing  

place here. 

CHAIRMAN JABER: S t a f f ,  who's our s t a f f  observer on 

t h i s ?  

MR. HAFF: I be l ieve  i t ' s  Mr. Jenkins. 
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CHAIRMAN JABER: Okay. Joe, i t ' s  you? Okay. 

I th ink ,  Commissioners, I ' m  very i n te res ted  i n  t h i s .  

I t h i n k  i t ' s  a great idea. 

gas as a source, we should c e r t a i n l y  be d ia loguing and 

communicating w i t h  the  p ipe l i ne  companies t o  - -  i f  nothing more 

but t o  coordinate. But I d o n ' t  - - I personal ly  d o n ' t  need a 

I t h i n k  the  more we r e l y  on natural 

presentat ion a t  the end o f  the year, i f  we j u s t  r e l y  on our 

s t a f f  t o  keep us posted. 

MS. CAMPBELL: Okay. 

CHAIRMAN JABER: And t h a t  would be a request I ha\ 

o f  s t a f f :  

concerns t h a t  may be raised. And I t h i n k  you could also take 

the i n te rna l  a f f a i r s  i n  November, December when you present the 

ten-year s i t e  p lan repor t  as an oppor tun i ty  t o  b r i n g  us up t o  

speed on the  meetings you a l l  are having. 

Just  keep us posted. Don' t  b l i n d s i d e  us w i t h  any 

MR. HAFF: Yes. 

CHAIRMAN JABER: Commissioner Baez, do you have a 

f o l  1 ow - up? 

COMMISSIONER BAEZ: Ms. Campbell, a question on the 

l a s t  s l i d e ,  the  development o f  po ten t i a l  so lu t ions .  I s  it, i s  

it your understanding, and I know y ' a l l  have o n l y  met once, but 

c e r t a i n l y  would i t  be the task fo rce ' s  understanding t h a t  

potent ia l  so lu t ions  a lso includes - -  does i t  inc lude an 

analysis o f  whether 50 percent gas re l i ance  i s  even 

appropriate? 
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MS. CAMPBELL: I ' m  not  sure t h a t  we ' re  going t o  look 

3 t  i t  from t h a t  perspective. 

COMMISSIONER BAEZ: Okay. 

MS. CAMPBELL: Because we're r e a l l y  concerned w i t h  

jus t  the  r e l i a b i l i t y  impacts. 

COMMISSIONER BAEZ: So you ' re  tak ing,  you ' re  tak ing  

t h i s  48 percent and saying - - 
MS. CAMPBELL: This i s  what we have. 

COMMISSIONER BAEZ: - -  t h i s  i s  a given. Right. 

MS. CAMPBELL: L e t ' s  f i gu re  out i f  i t  works or  n t 

Because the choice o f  the type o f  and how t o  make i t  work. 

generation i s  the  ind iv idua l  u t i l i t i e s  t h a t  are members. 

COMMISSIONER BAEZ: Obviously, yes. 

MS. CAMPBELL: So we're j u s t  going t o  look and see 

&hat we have and can we make i t  work r e l i a b l y .  

COMMISSIONER BAEZ: Okay. 

CHAIRMAN JABER: One o f  the th ings  t h a t  I ' v e  r e a l l y  

taken away from the companies i n  t h e i r  e f f o r t s  t o  m i t i g a t e  the  

impact from natural  gas pr ices on the consumer i s  the necessi ty 

f o r  fue l  d i v e r s i t y  i n  t h i s  s ta te.  And I t h i n k  t h a t  our 

companies have done an admirable job t r y i n g  t o  ensure 

d i v e r s i t y ,  but  they recognize t h a t  t h a t ' s  a major p a r t  o f  the 

answer t o  m i t i g a t i n g  the cost impact. 

And my question t o  the FRCC i s  have you thought about 

es tab l i sh ing  a task force or  do you c u r r e n t l y  look a t  the  issue 
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1 ong- term? 

MS. CAMPBELL: I guess we have not looked a t  t h i s  

po in t  i n  time t o  the  appropriateness o f  the fue l  d i v e r s i t y .  

We're looking, o f  course, a t  what i t  i s .  And as we've seen 

t h i s  dependence i t ' s  ra ised  f lags .  And so we' re  t r y i n g  t o  look 

a t  t h a t  t o  see from a r e l i a b i l i t y  perspective what i s  there 

looming out there i n  terms o f  po ten t i a l  r i s k s  and then 

po ten t ia l  so lu t ions.  And I guess one o f  the  th ings  i s  we 

i d e n t i f y  these - -  i f  we see t h a t  t he re ' s  something t h a t ' s  g 

t o  be very d i f f i c u l t  t o  overcome, then we would probably, 

i ng 

through the e f f o r t s  o f  the  membership, i nc lud ing  t h e  Commission 

s t a f f  and FERC s t a f f ,  we'd r a i s e  t h a t  t o  the a t t e n t i o n  o f  f o l k s  

so t h a t  we could f i g u r e  out what 's the r i g h t  t h i n g  t o  do. 

CHAIRMAN JABER: Okay. And my f i n a l  question: With 

regard t o  who you have p a r t i c i p a t i n g  i n  t h i s  task  force,  do you 

have a l l  the s ta te  agencies you need? 

MS. CAMPBELL: A t  t h i s  t ime I t h i n k  t h a t  we do. 

CHAIRMAN JABER: Does DEP have a r o l e  i n  any o f  t he  

p i  pel i ne i ssues? 

MS. CAMPBELL: I guess p o t e n t i a l l y  they  could, bu t  a t  

t h i s  po in t  they haven' t  par t i c ipa ted .  The membership i s  open 

t o  FRCC members and observers. You know, some o f  these are not  

members. And so i f  there  are f o l k s  t h a t  are in te res ted ,  we are 

c e r t a i n l y  in te res ted  i n  t h e i r  contact ing us t o  p a r t i c i p a t e  as 
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appropr iately.  

CHAIRMAN JABER: The only reason i t  s o r t  o f  f lew out 

a t  me i s  w i t h  the merger o r  combination o f  the Department o f  

Community A f f a i r s  and DEP i n  regard t o  the Energy O f f i c e  t h a t  

used t o  be housed i n  the Department o f  Community A f f a i r s ,  i t  

seems l i k e  they are p lay ing more o f  an act ive r o l e  i n  assessing 

some aspect o f  the energy needs o f  t h i s  s ta te.  I wonder i f  

i t ' s  wise t o  get them involved on the f r o n t  end ra ther  than 

l a t e r  on i n  the  process. 

I d o n ' t  know i f  they even know about t h i s .  Do you? 

Have you a l l  reached out t o  them? 

MS. CAMPBELL: I don' t know. I don t know. 

CHAIRMAN JABER: I s  t h a t  - -  do you mind 

question, i t ' s  j u s t  a question, back t o  M r .  Wiley 

a l l  t h ink  about t h a t  a l i t t l e  b i t  more? 

MS. CAMPBELL: Sure. Be glad t o .  

CHAIRMAN JABER: Commi ssioners, do  yo^ 

questions o f  Ms. Campbell? S t a f f ?  

MR. HAFF: No, ma'am. 

CHAIRMAN JABER: Thank you, Ms. Campbe 

complete the presentat ion from FRCC? 

MS. CAMPBELL: Yes, i t  does. 

t ak ing  t h a t  

and have you 

lave any 

1.  Does t h a t  

CHAIRMAN JABER: Thank you. What I ' d  l i k e  t o  do, 

Commissioners, i s  g ive an oppor tun i ty  t o  the r e s t  o f  the  

par t i c ipants  t o  get t h e i r  handouts t o  us. And wh i l e  t h e y ' r e  
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doing t h a t ,  l e t ' s  take a ten-minute break and come back and 

f i n i s h  the next two groups o f  presentations. 

handout, t h i s  i s  a good opportuni ty t o  get i t  up here. Thank 

you. 

So i f  you have a 

(Recess taken.) 

CHAIRMAN JABER: Okay. L e t ' s  get back on the record. 

Commissioners, j u s t  f o r  purposes o f  a l lowing you t o  

organize your handouts, the u t i l i t y  presentations w i l l  be i n  

the fo l lowing order: Progress, FPL, Gulf  and TECO. And you 

s hou 

FPL, 

Lake 

d have handouts from each o f  those companies: Progress, 

Gul f and TECO. 

For the next round i t ' s  going t o  be FMPA, GRU, JEA, 

and, OUC, Tallahassee and Seminole. And i f  I ' m  not  

mistaken, we don ' t  have a handout from Lakeland, which i s  okay. 

But j u s t  f o r  the purposes o f  t he  Commissioners, you probably 

won't f i n d  a handout from Lakeland. 

Okay. Mr. H a f f .  

MR. HAFF: Okay. F i r s t  on the u t i l i t y  presentations 

w i l l  be Progress Energy. And l e t  me remind everyone t o  say 

t h e i r  name so the court  repor ter  can get your name when you ' re  

g i v ing  your presentation. We'd appreciate i t . 

MR. CRISP: Good morning, Commissioners and s t a f f .  

My name i s  Ben Crisp. I am d i r e c t o r  o f  resource planning f o r  

Progress Energy. And i t ' s  a pleasure t o  be here t h i s  morning 

and give you our ten-year s i t e  p lan  overview presentation. 
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In a d d i t i o n ,  a t  the end of our ten-year s i te  p l a n  

presentation we will  give you a very brief overview of some 
studies t h a t  are going on currently. They are about our impact 

of gas prices on new coal development. So once we finish the 
questions on the ten-year s i te  p l a n ,  I ' l l  step i n  and give k i n d  

of a quick overview of t h a t  presentation as well. 
Re1 i abi  1 i t y  criteria for pl anni  ng purposes has not 

changed this year for us. We're s t i l l  planning t o  the 
20 percent minimum reserve margin. Loss of load probability i s  
less t h a n  one day i n  ten years. We will meet the 20 percent 
reserve margin criterion w i t h  the implementation of the Hines 
2 add i t ion  this winter. Hines 2 will  come on-line i n  December 

of 2003, and the 20 percent margin will be maintained 
thereafter. 

This graph depicts the demand forecast for Progress 
Energy Florida. The solid lines are the actual winter demand 
served and the winter t o t a l  demand looking forward. The dotted 
lines or hashed lines are the actual summer demand served and 

the ten-year s i te  p l a n  summer t o t a l  demand going forward. 
As you can see from the trends on the winter lines, 

the trends match up. On the summer lines you see t h a t  the 
actual or historical, there i s  a drop-off from 2002 t o  2003, 

and t h a t  i s  because of some wholesale contract load t h a t  i s  
expiring i n  2002. So you would expect about a 500-megawatt 

disconnect there. I t  w i l l  - -  the load will  go down i n  2003. 
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When we submitted our ten-year s i t e  plan i n  A p r i l ,  we 

submitted i t  w t h  the addi t ion o f  three peakers. As you can 

see i n  your presentation, i n  2003/2004 we w i l l  b r i n g  

Hines 2 on. And t h a t ' s  the A p r i l  2003 plan column t h a t  I ' m  

t a l  k ing  about r i g h t  now. 

I n  2004 and 2005 we were going t o  b r i n g  on a peaker. 

I n  2005/2006 we were It was planned on being a GE7FA peaker. 

planning on br ing ing  on Hines 3 ,  and t h a t ' s  s t i l l  going 

according t o  plan. 2006 and 2007, we're planning on br ing ing 

on two more peakers i den t i ca l  t o  peaker number 1. 

8 we're planning on br ing ing on Hines 4. 

I n  2007 and 

We have since revised our plan since we were able t o  

take advantage o f  an opportunity purchase t h a t  provides 

economic benef i t s  t o  the ratepayer as wel l  as i t  gives us more 

planning f l e x i b i l i t y  f o r  the addi t ion o f  those peakers out i n  

time. So under the revised plan column you see Hines 2 coming 

o n - l i n e  once again i n  December o f  2003. You see a winter 

purchase i n  2004 and 2005. Hines 3 comes o n - l i n e  i n  2005. And 

then the three peakers w i l l  be b u i l t  and added i n t o  the mix i n  

2006 and 7, and Hines 4 coming o n - l i n e  i n  2007/2008. 

L ike  I said, the addi t ion o f  t h a t  opportuni ty 

purchase f o r  the year 2004 and 2005 provided some, some 

s i g n i f i c a n t  f inanc ia l  benef i t s  f o r  the ratepayer. That 's  why 

we chose t o  move forward i n  t h a t  d i rec t i on .  

The bar graphs show the addi t ions o f  the  generating 
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m i t s .  The yel low bars i n  2003/2004 and 2005/2006 are the 

i ines 2 and Hines 3 un i t s .  You see t h a t  the th ree  bars from 

17/08, 09/10 and 11/12 are s l i g h t l y  lower. That 's  because 

they' r e  generic capacity combi ned - cycl es and they have not been 

jpec 'd  out ye t  f o r  t o t a l  capacity output. 

w e  ra ted  a t  582 nominal megawatts o f  generation. 

Hines 2 and Hines 3 

The peakers t h a t  were added - - t h i s  i s  what was 

submitted w i t h i n  the ten-year s i t e  plan. 

approximately 180 megawatts winter capaci ty and two more 

3eakers i n  the '06 time frame, f o r  a t o t a l  o f  360 megawatts o f  

zapaci ty .  

The one peaker a t  

And here's what we've revised the  ten-year s i t e  plan 

to  r e f l e c t .  You see the blue box i n  04/05. And what's 

happening there i s  we're going t o  make the  winter  purchase 

there i n  l i e u  o f  t h a t  peaker, and we s h i f t  the  peaker out t o  

the 06/07 time frame. No e f f e c t  on the combined-cycle 

addi t i  ons . 
One o f  the other benef i t s  f o r  making t h a t  winter 

purchase i s  t h a t  i t  enabled us t o  smooth out our reserve 

margins and make a l i t t l e  b i t  be t te r  use o f  reserve margins so 

tha t  we weren't  overbui ld ing i n  a per iod o f  t ime. 

I n  the A p r i l  2003 plan you see the, what was proposed 

as the reserve margins. The revised p lan  column, you see t h a t  

i n  the year 2005/2006, instead o f  i t  being a 24 percent reserve 

margin, t h a t  winter purchase w i l l  a l low us t o  come i n  a t  the 
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22 percent reserve margin. B u t  as you notice i n  a l l  years, we 
meet or exceed the 20 percent p lann ing  criterion. 

As far as summer reserve margins are concerned i n  the 
4pril 2003 p l a n ,  you notice i n  2005 and 2006 we were showing 
23 percent reserves and 24 percent reserves respectively. The 
purchase will  allow us t o  bring t h a t  down t o  21 and 22 percent 
reserve margins respecti vel y ,  and once again meeting 20 percent 
criterion i n  a l l  years. 

The next slide shows the new a d d i t i o n s '  status. The 
Hines 2 combined-cycle u n i t  i s  currently i n  i t s  f ina l  stages of 

construction. And i f  I'm correct, we'll be going through tes t  
f i re  on Units, on both of the Units A and B turbines on the 
combined-cycle 2 this month and i t  will be running commercially 
by December of 2003. 

budget. 

I t ' s  on schedule and currently under 

The winter-only purchase, 188 megawatts. We've 
combined two sources: Reliant's Vandolah units for 158 

megawatts, and Reedy Creek i s  providing us 20 t o  30 megawatts 
of f  of their units t h a t  they own for the winter purchase i n  

2004. 

Hines 3 combined-cycle, the determination of need has 
been granted. Governor and Cabinet consideration i s ,  I 

believe, scheduled for this coming week. 
Peakers 1, 2 and 3 wil l  be installed i n  December of 

2006. We're currently looking a t  b u i l d  versus buy analyses for 
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un i t s  t h a t  are cur ren t ly  avai lab le on the market. We're also 

looking a t  s i t e  se lect ion a c t i v i t i e s  so tha t  we can be prepared 

f o r  construct ion when time becomes necessary t o  get 

construct ion underway. 

Hines 4, the Hines 4 combined-cycle u n i t ,  an RFP i s  

cur ren t ly  being prepared under new b i d  r u l e  requirements. The 

Hines 4 RFP w i l l  be issued sometime i n  the September/October 

time frame. There w i l l  be a preissuance b i d  meeting according 

t o  new b i d  r u l e  requirements, and a l l  other b i d  r u l e  

requirements w i l l  be maintained. There w i l l  not  be a 

s i g n i f i c a n t  amount o f  d i f ference i n  between the Hines 2, excuse 

me, the Hines 3 RFP and the Hines 4 RFP since the  Hines 3 RFP 

contained a l o t  o f  the  informat ion t h a t  was already necessary 

i n  the new b i d  ru le .  

I n  summary, Progress Energy F lo r i da ' s  ten-year s i t e  

plan s a t i s f i e s  the r e l i a b i l i t y  c r i t e r i a  i n  a l l  years and 

provides s u f f i c i e n t  capacity f o r  peak load condi t ions i n  a l l  

years. 

Fuel d i v e r s i t y  and generation mix has always been a 

concern f o r  Progress Energy. 

adequate and re1 i able service under a1 1 expected 1 oad 

condit ions. 

Our current plan provides an 

Now as a segue i n t o  the next presentation - -  i f  you 

have any questions, I'll be glad t o  answer them f i r s t .  

CHAIRMAN JABER: Commissioners, do you have any 
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questions o f  Mr. Crisp a t  t h i s  po int? 

Go ahead, Mr. Crisp. 

MR. CRISP:  Okay. As a segue i n t o  the next 

presentation, as I said, fue l  d i v e r s i t y  has always been a 

concern f o r  Progress Energy. One o f  t he  th ings t h a t  we do i s  

we monitor reg i  onal a c t i v i t i e s  f o r  devel opment , and we ' r e  

keying o f f  several s l ides  t h a t  you've already seen t h i s  

morning. 

FRCC has shown you a couple o f  var ia t ions  o f  t h i s  

s l i de ,  and t h i s  s l i d e  shows the  energy sources f o r  the 

load-serving e n t i t i e s ,  energy sources f o r  the u t i l i t i e s  i n  2002 

and 2012. 

As you can t e l l  , the  gas energy supply i n  2002 i s  

So 28 t o  29 percent o f  a l l  approximately 28 t o  29 percent. 

energy i s  going t o  come from gas i n  2002. 

approximately 52 t o  54 percent o f  the energy i s  coming o f f  o f  

natural g a s - f i r e d  un i t s .  

I n  2012 i t ' s  

And t o  broaden the scope a l i t t l e  b i t ,  from the North 

American gas supply perspective, from some o f  the  consultants 

tha t  we work w i t h  we've gathered a l o t  o f  informat ion about 

t h e i r  perspectives on what's going t o  happen i n  North America. 

They're p ro jec t ing  the  demand f o r  natural  gas t o  be about 67 

bcf  per day i n  2004. Their forecasts are showing growth and 

demand o f  about 1 .7 t o  2 percent per year up t o  74 bc f  per day 

i n  2010. Now t h a t ' s  an increase i n  demand o f  about 10 percent, 
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increasing demand o f  natural gas u t i l i z a t i o n  o f  about ten 

percent between 2004 and 2010. The concern comes here i n  1 i g h t  

o f  the  f a c t  t ha t  there i s  a l o t  o f  t a l k  about what's going t o  

be done t o  increase supply, whether i t ' s  mid-continent 

p ipe l ines  or  i t ' s  d r i l l i n g  i n  Alaska or d r i l l i n g  i n  parkland, 

but nothing has t o  date been done t o  increase supply. So one 

o f  our consultants has been look ing a t  what happens i f  nothing 

i s  done t o  increase supply. How b i g  does the gap grow between 

demand and supply out u n t i l  2010? And what t h e y ' r e  p ro jec t ing  

i s  t h a t  by 2010 there w i l l  be a 12 percent gap i n  between 

demand and supply. I n  other words , supply w i  11 be, supply w i  11 

be 12 percent less than demand w i l l  i n  2010 i f  we don ' t  go 

ahead and get addi t ional  supplies operating. 

Now how does t h a t  manifest i t s e l f ?  What i t  does i s  

i t  causes a s i g n i f i c a n t  e f f e c t  on gas pr ices  as you've seen i n  

the v o l a t i l i t y  periods. For the  winter months o f  each one o f  

the previous years you've seen some s i g n i f i c a n t  v o l a t i l i t y  i n  

gas p r i c ing .  

This next curve, i f  y o u ' l l  bear w i t h  me f o r  a moment, 

I'll expla in  each one o f  the  l i n e s .  L e t ' s  go t o  the bottom 

l i n e  f i r s t .  

pr ices on a d o l l a r  per MMBtu basis.  

over the years, and t h a t ' s  based on some o f  the  coal, coal 

l i n i n g  pro ject ions and t ranspor ta t ion  pro jec t ions  o f  

escalat ion. 

I t ' s  a b lue l i n e  and i t ' s  t he  pro jec t ion  f o r  coal 

It increases very s l i g h t l y  
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The next l i n e  up i s  the red l i n e .  The red l i n e  i s  a 

natural  gas base case curve. That 's  what we, Progress Energy, 

expects t o  happen w i th  natural gas pr ices.  Why i s  there such a 

b i g  decrease i n  between 2003 and 2008? The consultants are 

saying bas i ca l l y  t h a t  these - - the new supply opportuni t ies,  

mid-continent p ipe l ine ,  LNG, d r i l l i n g  i n  forest lands or  i n  

parklands i s  going t o  become avai lable,  t h a t  t he  Administrat ion 

i s  going t o  pursue these new resources and i s  going t o  be 

successful i n  pursuing these new resources. And i f  they do 

tha t ,  then the supply w i l l  increase and pr ices  w i l l  come down. 

I t ' s  i n te res t i ng  t o  note t h a t  the next l i n e  up, the 

magenta l i n e ,  which i s  a hashed l i n e ,  t h a t ' s  a break-even l i n e .  

That 's the  break-even po in t  where i f  gas reaches t h a t  pr ice,  

i t ' s  more economical t o  b u i l d  a coal p l a n t  t o  supply the needs. 

And herein l i e s  the crux o f  the  issue. I f  you look 

a t  the red l i n e ,  which i s  the  base case curve, and then you 

look a t  the top curve, which i s  a high gas p r i c e  curve, you see 

under high gas p r i ce  condi t ions i t  i s  more economical t o  b u i l d  

a coal p lan t .  So we're caught r i g h t  smack i n  the  middle 

between a base case issue and a high p r i c e  issue o f  do we b u i l d  

a coal p lan t  or not. 

F l i p  over t o  the next page, please. 

CHAIRMAN JABER: Does t h a t  - -  
MR. CRISP:  Yeah. 

CHAIRMAN JABER: Your statement, does i t  include the 
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Ither costs associated w i th  coal, the environmental issues - - 
orry about t h a t .  

MR. CRISP:  No problem. 

CHAIRMAN JABER: The environmental issues associated 

r i t h  coal .  

MR. CRISP:  It does not include the  environmental 

tisks. And t h a t ' s  going t o  be - -  w e ' l l  t a l k  about t h a t  a 

i t t l e  b i t  on down. But t h a t ' s  a good question and i t  i s  a b i g  

bisk and a b i g  concern f o r  us. 

CHAIRMAN JABER: Mr. H a f f .  

MR. HAFF: I also had a question on the  previous 

Side. 

What's the  approximate p r i c e  d i f f e r e n t i a l  between 

base case and high case? How many percent higher i s  high case? 

MR. CRISP:  Good question, Michael. I ' d  say t h a t ' s  

lbout 30 percent higher. So you ' re  probably t a l k i n g  on average 

n between - - l e t ' s  say you look a t  i t  on a sustained basis 

iver t ime.  You're looking a t  an average o f  around maybe four 

lucks and a h a l f  versus an average i n  the  range o f  s i x  bucks 

ind a h a l f .  Okay? 

The bus bar graphs, these are p r e t t y  important 

)ecause what i t  shows i s  how does pulver ized coal stack up 

rgainst combined-cycle. And I th ink ,  Madam Chair,  you were 

rsking questions about nuclear and how t h a t  might t i e  i n .  And 

,hat I would t r y  t o  do i s  I'll t r y  t o  exp la in  t h a t  as w e l l  w i th  
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CHAIRMAN JABER: Thank you. 

MR. CRISP: The graph on the bar i s  combined-cycle. 

Red i s  the cap i ta l  cost or  the cost t o  b u i l d ,  yel low i s  the  O&M 

cost and blue i s  the fue l  cost ,  and a l l  o f  those add up t o  a 

l eve l i zed  d o l l a r  per kW year cost o f  operating, b u i l d i n g  and 

operating t h a t  u n i t .  So t h i s  i s  an a l l - i n  cost comparison t h a t  

you might look a t  and say, okay, do I want t o  b u i l d  

combined-cycles, do I want t o  b u i l d  coal or  do I want t o  b u i l d  

nuclear? 

Nuclear would be about, I ' d  say about 10 percent t o  

15 percent higher than pulver ized coal r i g h t  now. The reason, 

t h a t ' s  a very - -  t h a t ' s  a f a i r l y  aggressive number compared t o  

some o f  the o lder  numbers you've seen. We've been working w i t h  

Westinghouse on some o f  t h e i r  advanced AP600 and APlOOO u n i t s ,  

and what t h a t  requires i s  some government funding. 

requires a program where Westinghouse bu i l ds  tandem u n i t s  and 

they capture economies t o  scale. So i n  order t o ,  t o  achieve 

those economies t o  scale, you have t o  b u i l d  several o f  those 

nuclear u n i t s .  

It also 

CHAIRMAN JABER: Does the spent fue l  issue impact trle 

costs a t  a l l ?  

MR. CRISP:  Yes, i t  does. It assumes - -  
CHAIRMAN JABER: Yeah. I read, I read very recent ly ,  

I t h i n k  i t  was Progress t h a t ' s  look ing a t  o n - s i t e  storage 
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f a c i l i t i e s .  

MR. CRISP:  Right.  

CHAIRMAN JABER: 

MR. CRISP: 

the time being u n t i l  Yucca Mountain becomes a r e a l i t y .  

W i l l  t h a t  help m i t i ga te  the concern? 

It helps w i t h  our Carolinas issues f o r  

Right now you see on t h i s  graph, the d i f fe rence i n  

between the two bars i s  what would the increase i n  gas pr ices 

need t o  be t o  make coal economical, and t h a t ' s  about a ,  i t ' s  

about a 20 percent increase i n  gas p r i ce  r i g h t  now. That 's  

dhere, 'ou know, i f  you looked a t  t h a t  previous l i n e ,  t h a t  

dould be about a 20 percent increase i n  t h a t  l i n e  t o  get us t o  

the po in t  where coal would be, o r  coal would be an economical 

resource t o  bu i l d .  

CHAIRMAN JABER: 

COMMISSIONER DEASON: Yeah. I have a question. Do 

Commi ss i  oner Deason. 

these numbers s i g n i f i c a n t l y  change i f  you assume a higher 

capacity factor? 

MR. CRISP: Yes, they would. Yes, they would. 

Higher capacity factors  as wel l  as improved e f f i c i e n c i e s  on the 

coal u n i t s  and possibly f o r  the d i f f e r e n t  loca t ions .  The 

d i f f e r e n t  locat ions f o r  coal i s  very important because r a i l  

costs make up a s i g n i f i c a n t  component o f  the fue l  cost f o r  

coal. So i f  you reduced any one o f  the cap i ta l  costs o r  the 

O&M costs through e f f i c i e n c i e s  or the fue l  or  t ranspor tat ions 

costs on coal, i t  may b r i n g  you closer t o  the break-even po in t .  
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u t i l i z a t i o n ,  i t  could 

mpact on the u t i  1 i t y  

depending on the u t i l i t y  and what t h e i r  current  u t i l i z a t i o n  o f  

t h e i r  base load f l e e t  i s  because you ' re  comparing t o  a 

combined-cycle tha t  runs i n  the 60 t o  70 percent capacity 

percent 

as much as 

fac to r .  Do you want t o  run a coal u n i t  a t  60 t o  70 

You want t o  run them capacity factor? Not rea l  l y .  

you can. 

COMMISSIONER DEASON: 

you would - - i f  you ' re  going t 

the 

cou 

i nc 

and 

That 's  what I would 

incur the higher ca 

assume t h a t  

i t a 1  costs, 

you probably would want t o  maximize the benef i t s  from the lower 

stable fuel  costs and you would have a higher capacity fac to r .  

MR. CRISP: Yes, s i r .  And the coal p lan t  obviously 

gives you the natural  hedge against the gas v o l a t i l i t y  p r i c i n g  

year by year. 

COMMISSIONER DEASON: I have another question on the 

O&M cost. 

yel low, which I bel ieve i s  O&M, i t  appears t h a t  the O&M i s  

higher f o r  the combined-cycle, and I thought t h a t  i t  was j u s t  

Just looking a t  the  magnitude o f  the area t h a t  i s  i n  

opposite, t h a t  O&M costs were higher f o r  a coal u n i t .  

d you explain t h a t  d i f f e r e n t i a l ?  

MR. CRISP:  O&M on combined-cycle includes, i t  

udes firm pr i ce  t ranspor tat ion f o r  the combined-cycle u n i t  

t h a t ' s  why t h a t  number i s  higher. 

The firm component t h a t  you have t o  lock  i n t o  on the 
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gas p ipe l i ne  i s  added i n t o  t h a t  O&M component. 

adds up higher t o  the coal u n i t .  

That ' s  where i t  

COMMISSIONER DEASON: Okay. And I have another 

question on the capi ta l  cost. 

t o  make a l o t  o f  assumptions and I understand t h a t .  And one o f  

those assumptions would have t o  be cost o f  c a p i t a l .  

I n  any study l i k e  t h i s  you have 

It appears t h a t  r i g h t  now i n t e r e s t  ra tes  are f a i r l y  

low and they may or may not continue, and I would assume t h a t  

p a r t  o f  the capi ta l  required t o  construct e i t h e r  one o f  these 

hypothetical p lants  would be pa r t i a l l y  made up o f  debt as wel l  

as equi ty .  What, what type cap i ta l  costs d i d  you assume f o r  

t h i s  comparison? 

MR. CRISP: I w i l l  have t o  get back t o  you w i th  t h a t  

one, Commissioner Deason. I would assume t h a t  i t  was our 

normal cost o f  cap i ta l  t h a t  we're cu r ren t l y  using w i th in  our 

RFPs. I bel ieve t h a t ' s  i n  the 8 t o  9 percent range, but I ' m  

not  sure. Let me get back t o  you on t h a t  so t h a t  I can - -  

COMMISSIONER DEASON: Okay. You can j u s t  provide 

t h a t  t o  s t a f f .  

MR. CRISP:  Cer ta in ly .  

COMMISSIONER DEASON: But a l l  other th ings being 

equal , the lower the cost o f  cap i ta l ,  the  more a t t r a c t i v e  our 

higher cap i ta l  cost u n i t  becomes , everything e l  se being equal ; 

correct? 

MR. CRISP:  Exact ly.  That 's  cor rec t .  
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From a discussion perspective, w i l l  gas coal p r ice  

l i f f e r e n t i a l  occur and hold? What we're look ing  through i n  our 

;tudy i s  we're seeing t h a t  i f  there i s  a sustained de l ta  i n  

letween del ivered coal and del ivered natural  gas o f  $3.75 i n  

IMBtu, then i t  i s  more cos t -e f fec t i ve  t o  b u i l d  coal .  

lords, i f  gas i s  sustained a t  $3 i n  MMBtu o r ,  excuse me, i f  

:oal i s  sustained a t  $2 i n  MMBtu, then gas i s  sustained 

it $5.75 i n  MMBtu, i t  would be more c o s t - e f f e c t i v e  t o  b u i l d  the 

:oal u n i t .  

I n  other 

LNG expansion - -  LNG and the other,  t h e  mid-continent 

!xpansion and other d r i l l  s i t e s  w i l l  continue t o  be worked. 

-he Administrat ion i s  supporting o f  t h a t .  W i l l  they continue 

;o be developed and possibly undercut coal p r ices? That 's a 

\ i sk .  That i s  something t h a t  we have t o  continue t o  assess and 

;o continue t o  study. The gas marketers w i l l  continue t o  

ion i tor  and t r y  t o  p r i c e  t h e i r  product as c l o s e l y  as they can 

;o t h a t  break-even po in t .  And when they hear t h a t  coal 

levelopment i s  on the way, then you may see t h e i r  pr ices come 

iown a l i t t l e  b i t .  

;o maximize t h e i r  revenues out o f  the assets t h a t  they 

:ur rent ly  hold from the gas p ipe l i ne  perspective and the gas 

iwners h i  p perspect i ve . 

But t h e y ' r e  going t o  do everything they can 

Our current Admi n i  s t r a t i  on w i  1 1 continue t o  sponsor 

jas development, and h i s t o r i c a l  l y  spot coal vol  a t i  1 i t y  has 

i i r r o r e d  the gas spikes j u s t  simply because the  markets are 
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i n t e r r e l a t e d  and you ' re  looking a t  a f i n a l  converted energy 

pr ice .  

Gas markets w i l l  react  qu i ck l y  and, 

have reacted q u i c k l y  i n  the past two coal deve 

announcements. 

CHAIRMAN JABER: Does the  Department 

o f f e r  the  clean coal techno1 ogy grants? 

MR. CRISP: I ' m  not sure about t h a t ,  

n f a c t ,  they 

opment 

o f  Energy s t i l l  

Commissioner 

Jaber. W e ' l l  f o l l o w  up on t h a t  and get back w i t h  you on t h a t  

one. 

CHAIRMAN JABER: I ' m  j u s t  wondering i f  t h e y ' r e  s t i l l  

ava i lab le  - -  i f  t h e y ' r e  s t i l l  being o f fe red  and i f  there are 

funds s t i l l  ava i lab le .  

MR. CRISP: Uh-huh. I know one o f  our issues i s  t o  

go back i n t o  the  Department o f  Energy and s t a r t  seeing whatever 

k ind  o f  oppor tun i t ies  we may be able t o  take advantage o f  t o  

see i f  you can break t h a t  cost down on t h e  coal un i t s .  

CHAIRMAN JABER: Thank you. 

MR. CRISP: One o f  the th ings  t h a t  has become evident 

i s  over the  years t h e r e ' s  not been t h a t  much coal development, 

so the engineering procurement and const ruct ion sk i1  1 s t h a t  go 

along w i t h  b u i l d i n g  coal p lan ts  are somewhat i n  demand out 

there and t h e r e ' s  not t h a t  much o f  a supply o f  them. 

The TVA and midwest areas where coal i s  much less  

expensive because they are b a s i c a l l y  a t  t he  mine mouth, those 
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are the  areas t h a t  you would expect t o  move f i r s t  and b u i l d  

coal p lan ts  quickly.  Their base case gas forecasts are a t  a 

break-even po in t  r i g h t  now roughly because o f  t he  lower 

de l ivered p r i ce  o f  coal .  And t h a t ' s  l a r g e l y  why those areas, 

the areas around Powder River Basin up through the  A l l iance 

region and through TVA, because o f  t h e i r  p rox imi ty  t o  coal 

p lants ,  t h a t ' s  why they do go ahead and lean towards b u i l d i n g  

coal ra ther  than bu i l d ing  natural  gas u n i t s .  

So i n  summary, from our standpoint, Progress Energy 

F lo r ida  pros f o r  coal development. We do have base 

intermediate generation needs, and coal i s  r i g h t  i n  there i n  

the mix. 

our high gas forecasts already suggest t h a t  coal may be 

economic. 

I t ' s  needed t o  support F lo r ida  load growth. Some o f  

Cons against coal development i s  t h a t  coal i s  not  

economic under our current base case forecast. There are some 

high r i s k  issues out there around the sustained p r i c e  

d i f f e r e n t i a l  t h a t ' s  required t o  j u s t i f y  and make t h a t  coal u n i t  

the next l e a s t  cost u n i t ,  and there are those high cost r i s k  

i ssues around envi ronmental uncer ta in t ies associ ated w i t h  coal . 
So i n  going forward we've prepared two a l te rna t i ve  

paths t o  look a t .  Should we - - 

COMMISSIONER DEASON: Excuse me. Could you go - - I 

have a question on the previous, not the  - -  the previous s l i d e  

t o  the previous s l i de .  I f  you 'd go two back, please. 
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The very l a s t  b u l l e t  po in t  there, y o u ' r e  making the 

po in t  t h a t  i n  the TVA midwest area you would assume tha t  t h a t  

would be the area o f  the country t h a t  would more l i k e  y begin 

bu i l d ing  coal p lants because o f  the lower cost o f  coa a t  the 

mine mouth; correct? 

MR. CRISP: That 's  correct .  

COMMISSIONER DEASON: And they ' re  b a s i c a l l y  a t  k ind  

o f  a break-even po in t  a t  t h i s  t ime? 

MR. CRISP: Yes, s i r .  

COMMISSIONER DEASON: Do you know o f  any s i g n i f i c a n t  

coal p lants  t h a t  have been announced f o r  t h a t  area as o f  yet? 

MR. CRISP: Not ye t ,  because a l l  o f  those areas are 

i n  a surplus generation. The reserve margins i n  both o f  those 

areas are wel l  i n t o  the high 20s, maybe even up t o  40 percent 

reserve margins i n  those areas because o f  overbui ld  o f  gas 

un i ts .  There's going t o  have t o  be some shakeout there before 

they r e a l l y  get serious about b u i l d i n g  a coal p l a n t .  

The other s ide o f  t h a t  argument i s  i f  each one o f  

these u t i l i t i e s  i s  look ing a t  t h e i r ,  t h e i r  mix and saying, 

wel l ,  I don ' t  want t o  expose myself t o  fu ture gas v o l a t i l i t y ,  

then now i s  the time t o  go ahead and bu i l d .  They have not  - -  
there has not been a s i g n i f i c a n t  amount o f  announcement ye t  

though. And the po in t  there i s  i f  we see something soon, i t ' l l  

come out o f  t h a t  region. 

So we have two a l t e r n a t i v e  paths going forward. 
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Should we introduce coal i n to  the Progress Energy Florida 
expansion p lan?  One thought there i s  t o  issue an RFP which 

would accommodate coal u n i t  construction schedule. I t  ' s not 
our next planned u n i t .  I t ' s  not Hines 4 ,  i t ' s  not Hines 5.  I t  

would probably be something like Hines 6 i n  the 2011 time 
frame. 
the risks and the issues t h a t  we've talked about  previously, 
which are recovery issues from the regulatory standpoint, the 
least cost perspective, w h a t  i f  gas prices do come down while 
we're developing a coal u n i t ,  and the emissions issues, 
particularly carbon dioxide and mercury. Those are two issues 
t h a t  are probably on the forefront. 

B u t  concurrent w i t h  t h a t  RFP we would have t o  address 

The other alternative would be t o  main ta in  current 
gas expansion plan. That's based on w h a t  could be done for 
supply and availability. T h a t  would have t o  be addressed a t  
the na t iona l  level. I t  currently i s  being addressed. Pricing 
could be addressed a t  the regional or territory level, and some 
o f  the tools there could be contract terms, hedging programs, 
things t h a t  we could use w i t h  the Commission's backing t o  hedge 
and lock i n  on gas prices for the long-term. 
have t o  be handled hand i n  hand, both have t o  be achieved, 
because i f  supply and availability is  not handled, then the 
prices are going t o  skyrocket and we're going t o  be slave t o  
the situation w i t h  the v o l a t i l i t y  gas pricing. 

B u t  those two 

Any questions? 
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CHAIRMAN JABER: I hate t h a t  you ended i t  on t h a t  

note. 

Commissioners, do you have any questions o f  

Yr. Crisp? 

There was a s l i d e  t h a t  you used t o  make the po in t  

tha t  there was the 12 percent gap between the supply and 

demand. I d i d n ' t ,  I d i d  not f u l l y  appreciate that s l ide .  

Could you go, j u s t  take me back qu ick ly  through it? 

MR. CRISP: Yes. S l ide  Number 3. Yes. 

What t h i s  s l i d e  t e l l s  us i s  t h a t  i f  there i s  no 

addi t ional  development done t o  increase the supply, and I ' m  

t a l  k i ng  molecules , I ' m not t a l  k ing  about del i v e r y  o r  p i  pel i nes , 

I ' m  t a l k i n g  about pure molecules, i f  no addi t ional  work i s  

done, we're going t o  begin t o  tap  out over the  ex i s t i ng  

capacity and capab i l i t y  o f  our e x i s t i n g  we l ls .  So not on ly  are 

we fac ing a period o f  t i m e  where demand i s  going up, but the  

actual supply o f  molecules i s  going t o  s t a r t  t o  s l i g h t l y  

decrease. So by the end o f  2010 w e ' l l  be look ing a t  roughly a 

12 percent d e f i c i t  i n  supply i n  order t o  meet d a i l y  demand. 

CHAIRMAN JABER: Okay. So does t h i s  take i n t o  

account then p ipe l ine  capacity, transmission issues, your, a l l  

o f  your un i ts?  

MR. CRISP:  We're look ing pure ly  a t  the  molecules and 

the p r i c ing .  

CHAIRMAN JABER: Okay. 
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MR. CRISP:  Yeah. We've k ind  o f  taken a d i f f e r e n t  

jpproach from FRCC, who i s  looking a t  p i p e l i n e  issues and 

things l i k e  tha t .  We're looking a t  p r i ce ,  l e a s t  cost. 

CHAIRMAN JABER: And t h a t ' s  it. 

MR. CRISP: And the supply o f  the molecules. 

CHAIRMAN JABER: Okay. Thank you. 

MR. CRISP: You bet .  

CHAIRMAN JABER: Thanks f o r  your presentation. 

MR. CRISP:  You bet .  

MR. HAFF: May I ask a question before he leav s? 

CHAIRMAN JABER: Mr. H a f f .  

MR. HOFFMAN: Sor t  o f  a general p lanning question. 

delve heard some discussion, I guess, i n  the FRCC presentation 

regarding t h a t  t h e r e ' s  not a l o t  o f  r e t i r e d  u n i t s  proposed f o r  

ret irement i n  any o f  the ten-year s i t e  plans. 

have any a t  t h i s  t ime. Does Progress Energy do any s o r t  o f  

analysis, a cost -ef fect iveness analysis o f  r e t i r i n g  older 

I know you d o n ' t  

plants and rep lac ing them w i t h  newer ones? 

MR. CRISP: You be t .  Every year we go through when 

de ' re  doing our ten-year s i t e  plan, we're ooking a t  u n i t s  on a 

u n i t - b y - u n i t  basis.  We take a look a t  the  o lder  u n i t s  and we 

analyze them from a cos t -  to-operate perspect ive versus t h e i r  

capacity fac to r  u t i l i z a t i o n .  And what we do i s  when we look a t  

tha t ,  we compare them t o  the  cost o f ,  okay, i f  I have t o  

replace t h i s  u n i t ,  l e t ' s  say I want t o  r e t i r e  a 100-megawatt 
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u n i t ,  how much i s  i t  going t o  cost me t o  replace t h a t  u n i t ?  

And we do a break-even analysis t h a t  says t h i s  un i t  - -  

cu r ren t l y  we spend, we may spend a l o t  more O&M on i t ,  we may 

spend a l o t  more f o r  fuel  on i t , but  so f a r  the capacity cost 

o f  a new u n i t  g rea t l y  exceeds the increases i n  O&M versus the 

increases i n  fue l .  

So t h a t ' s  why we have removed some o f  our un i t s  i n  

the past from the ret irement plan i s  simply because i t  makes 

the most cos t -e f fec t i ve  decision f o r  the ratepayer from t h a t  

perspective t o  keep those un i t s  o n - l i n e .  

COMMISSIONER DEASON: I have a fu r the r  question. You 

had a s l i de ,  I bel ieve i t  maybe was the l a s t  s l i d e  or  next t o  

the l a s t ,  and there was, there was a b u l l e t  p o i n t  concerning 

regul a to ry  r i s k .  

MR. CRISP: Yes, s i r .  

COMMISSIONER DEASON: And you have i t  l i s t e d  as 

recovery, recovery o f  cost. I assume t h a t  t h a t ' s  i n  the 

regulatory sense t o  al low you the a b i l i t y  t o  recover the cost; 

i s  t h a t  correct? 

MR. CRISP: Yes, s i r .  Because - -  and i t ' s  t i e d  t o  

t h a t  second b u l l e t  there from the l e a s t  cost  perspective. 

For instance, i f  we s t a r t  b u i l d i n g  a coal p lan t  and 

we, or we do an RFP and perhaps we buy from someone who's going 

t o  b u i l d  a coal p lan t ,  we're looking a t  t h i s  from a leas t  cost 

perspective. What happens i f  the pr ices  o f  natura l  gas do come 
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jown beneath t h a t  break-even po in t  over t ime? We would s t i l l  

3e - -  we might be i n  the middle o f  bu i l d ing  the coal p lan t  and 

the r i s k  there would be would the Commission fee l  t h a t  we made 

3n imprudent decision t o  pursue coal and perhaps not al low 

recovery? And our expectation would be once we s t a r t  going 

clown the  path o f  developing coal, we're going t o  be look ing a t  

smartest t h i n g  t o  

expect recovery o f ,  

i t  from a very long-term perspective as the 

do t o  balance the d i f f e r e n t  fue ls  and would 

against t h a t  plan. 

COMMISSIONER DEASON: We1 1 , l e t  m , f i r s t  o f  a l l ,  

make the observation tha t ,  t h a t  I can appreciate the concern, 

but t h a t  i f  t h a t  i s  t r u l y  a r i s k ,  and I th ink  maybe you ' re  

overstat ing it, but i f  t h a t  i s  a r i s k  on the coal construct ion,  

i f  you th ink  t h i s  Commission i s  going t o  be t h a t  narrow-minded 

t o  look a t  it, t h a t  t h a t ' s  a lso a r i s k  i f  you continue t o  

construct gas and gas pr ices skyrocket, t he re ' s  a r i s k  on t h a t  

end as we l l .  

MR. CRISP: Yes, s i r .  And I respect your statement. 

We f e l t  i t  important j u s t  t o  put the b u l l e t  down there j u s t  t o  

make sure t h a t  we included i t  rather  than leave i t  o f f .  

very important t o  put a l l  the  informat ion down t h a t  we're 

th ink ing.  

I t ' s  

COMMISSIONER DEASON: Oh, and I ' m  not ,  I ' m  not  - - 

obviously i t  needed t o  be put there. I ' m  not ,  not  questioning 

tha t .  But i f  you do - -  i f  you were t o  construct a coal p l a n t ,  
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I t h i n k  we've already determined t h a t  probably t h e  la rges t  

component o f  cost are the  u p - f r o n t  cap i ta l  costs .  

MR. CRISP: Yes, s i r .  

COMMISSIONER DEASON: And t h a t  once those sunk costs 

are invested, t h a t  most l i k e l y  t h a t  u n i t  would be dispatched a t  

a very high l e v e l .  

MR. CRISP: Yes, s i r .  

COMMISSIONER DEASON: And even i f  coal - - even i f  gas 

pr ices  s t a b i l i z e d  or  even decreased, i t  probably s t i l l  would 

have a high capaci ty f a c t o r ,  you would agree w i t h  t h a t .  

MR. CRISP: Yes, s i r .  

CHAIRMAN JABER: Okay. Mr. Crisp,  thank you f o r  your 

presentation. 

MR. CRISP: Thank you. 

CHAIRMAN JABER: I ' v e  got t h a t  FP&L i s  next, M r .  

H a f f .  

MR. HAFF: Yes. 

CHAIRMAN JABER: Commissioners, t h a t  would be the  

black and white presentat ion t h a t  Mr. Walker probably put 

together. 

COMMISSIONER DEASON: He d i d n ' t  want c o l o r  t o  come 

out o f  h i s  budget, I guess. 

CHAIRMAN JABER: Tha t ' s  r i g h t .  

MR. SCROGGS : Good morni ng , Commi ss i  oners . Can you 

hear me? 
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CHAIRMAN JABER: Good morni ng. 
MR. SCROGGS: My name is Steve Scroggs, S-C-R-0-G-G-S. 

I am currently employed with Florida Power & Light Company as 
the manager of integrated resource planning. I appreciate the 
opportunity to talk about our ten-year site plan this morning. 
We'll be talking about the resource additions and the 
considerations that we have folded into our ten-year site plan, 
and then we'll be talking about our planning standards for loss 
of load probability and reserve margin and how we will be 
meeting those over the coming ten years. 

Our cumul ative capacity additions, over the pl anni ng 
period approximately 6,449 megawatts combined with some 
repowerings that the Commission is well aware of, changes to 
some of the qualifying facilities on our system, the new unit 
additions and changes to some existing power purchases. 

Looking out over the next several years we have 
combustion turbines coming on at Ft. Myers this year, we have 
Manatee Unit 3 combined-cycle facility coming on-line in 2005, 
and, of course, the repowering of Martin units adding 
incremental megawatts not listed on this chart in 2005. 

In 2007 we are planning for, in our placeholders 
planning purposes an unsited combined-cycle unit in 2007. And 
then in future years, 2008, 2010 and 2012, we have unsited 
facilities with a placeholder value of around 1,100 megawatts 
as our expected needs out into those future years. 
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MR. HAFF: I have a question on t h a t .  I guess 

t h e r e ' s  - -  an RFP w i l l  be coming out soon f o r  t h a t  2007 

combi ned - cycl e uni t? 

MR. SCROGGS: Yes. We're tak ing  a l l  the necessary 

steps t o  be ready t o  make t h a t  decision w i t h i n  the month. 

MR. HAFF: To release the RFP i n  about a month? 

MR. SCROGGS: We' l l  be making t h a t  decision w i t h i n  a 

month, yes, s i r .  

I n  the fu ture years, 2008 and beyond, you not ice t h a t  

we have essent ia l l y  said the fue l  source i s  t o  be undetermined, 

and t h a t ' s  because we are en ter ta in ing  and expect t o  

accommodate a wide range o f  oppor tun i t ies out i n t o  the fu ture.  

Some o f  the ones t h a t  we're looking a t  are c e r t a i n l y  natural  

gas, combined-cycle and simple cycle u n i t s  f o r  t h e i r  cap i ta l  

and emissions e f f i c i enc ies ,  as wel l  as s o l i d  fue l  f a c i l i t i e s ,  

coal o r  pet  coke-based, o r  LNG sourced generation as t he re ' s  

discussion o f  t h a t  as a,  as an a l te rna t i ve  source i n  the 

p l  anni ng horizon. 

Beyond the planning horizon o f  the ten-year s i t e  plan 

nuclear i s  a po ten t ia l  consideration f o r  F lo r i da  Power & L igh t ,  

and we're doing the necessary steps a t  t h i s  stage t o  understand 

what the f e a s i b i l i t y  o f  t h a t  i s  i n  the long-term. 

As a pa r t  o f  our planning process we recognize the  

DSM programs tha t  we have i n  place and our DSM goals out 

through the planning period. Those goals have been an 
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important part o f  our programs, and we continue t o  see those 
goals grow as we project our load growth on the system i n  the 
pl a n n i  ng hori zon . 

W i t h  respect t o  our planning cri teria for loss of 

load and reserve margins, we use those two methodologies as our 
basis for planning.  And our criteria i s  similar, as stated by 

others, essentially one day out of ten years or one-tenth of a 
day per year. 
course. 
beyond Florida Power & Light  i s  planning t o  cover a 20 percent 
reserve margin i n  our system. 

Reserve margin, a minimum of 15 percent, of 

B u t  beyond 2000 - - including the summer of 2004 and 

Our projected values for these planning cri terias 
show t h a t  as we move i n t o  the b u l k  of the planning period, 
we're satisfying both criterias. We'll note t h a t  i n  2006 you 

see a 19.8 percent reserve margin i n  the summer period. We 
actual l y  w i  11 be covering t h a t  through short-term purchases. 
There are some other contracts i n  play right now t h a t  have 
options on them. And we're not  i n  a posi t ion t o  secure t h a t  a t  
this time, but we should by the end of 2004, I believe. 

COMMISSIONER DEASON: Excuse me. On t h a t  slide I 

noticed t h a t  the, the loss of load probabi 1 i t y  decl ined 
significantly as you go through the years. 

What causes t h a t  decline? And recognizing a decline 
i s  an improvement o f ,  o f ,  of the standard, b u t  i t  seems t o  be 
fairly significant. How i s  t h a t  achieved, realizing t h a t  the 
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MR. SCROGGS: W i t h  our p lanning  - -  th i s  involves our 

transmission pl anni  ng as we1 1 , and our transmission pl anners 
have incorporated their expectations for transmission projects 
throughout this planning horizon as well. So I would - -  

w i t h o u t  having certain background from the transmission side, I 
would say a good percentage of t h a t  loss o f  load probability i s  
being managed by transmission projects rather t h a n  directly 
impacted by gross additions t o  generation. 

COMMISSIONER DEASON: Well, then t o  me - - and I can 
appreciate t h a t .  I guess i t  begs the question though t h a t  i f  

you can, can achieve such remarkable loss o f  load probability 
numbers, is  i t  necessary for you t o  continue t o  have a reserve 
margin i n  excess o f  20 percent? 

MR. SCROGGS: T h a t  would be a consideration. I t h i n k  

we see the reserve margin p lann ing  standard o f  20 percent 
assisting i n  a l o t  of areas, including helping t o  lower the 
cost t o  our customers by being able t o  bring on more efficient 
generation as a replacement as another benefit from a reserve 
margin of t h a t  size. 

COMMISSIONER DEASON: Well, obviously, I mean, I 

would agree you would need t o  look a t  whatever i s  the most 
efficient and the reserve margin may f a l l  ou t  of that. 
we're i n  a s i t ua t ion  of adding higher cost generation which was 
not  significantly more efficient, a t  some p o i n t  I t h i n k  we have 

B u t  i f  
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t o  ask the question, i s  i t  s t i l l  cos t -e f fec t i ve  t o  have a 

reserve margin i n  excess o f  20 percent? You would agree t h a t ' s  

the question t h a t  needs t o  be addressed i n  l a t e r  years? 

MR. SCROGGS: I t h i n k  t h a t ' s  an appropriate question 

t o  be addressed, yes. 

COMMISSIONER DEASON : Thank you. 

MR. SCROGGS: So on a system basis, our system i s  

projected t o  be very r e l i a b l e ,  loss o f  load p r o b a b i l i t y  i s  

extremely low, and the reserve margins are projected t o  be 

be t te r  than our planning standard. As noted i n  our ten-year 

s i t e  plan, Section I I I . C ,  we do have a growing concern over the 

imbalance o f  generation i n  our southern region, i n  the  

M i a m i  -Dade and Broward County regions, as we increase and see 

increased pro ject ions o f  load growth i n  t h a t  area bu t  haven' t  

s i t e d  generation i n  t h a t  area. We're addressing t h a t  i n  our 

upcoming planning and want t o  make sure t h a t  we maintain 

e f f i c i e n t  options avai lab le f o r  generation addi t ions i n  t h e  

system as we go forward. 

CHAIRMAN JABER: Thank you, M r .  Scroggs. 

Commissioners, do you have any questions? Mr. H a f f .  

MR. HAFF: Thank you. 

CHAIRMAN JABER: Thank you. I have t h a t  the  next 

presenter, Mr. H a f f ,  i s  Gu l f .  

MR. HAFF: Yes, Gu l f  Power Company. 

MR. MARLER: Good afternoon. My name i s  Mike Marler;  
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I ' m  w i t h  Gulf  Power Company. 

G u l f ' s  forecasting, and I'll be presenting t h a t  p a r t .  And t h i s  

i s  my colleague Homer B e l l .  H e ' l l  present the generation 

expansion plan. 

I ' m  p r imar i l y  responsible f o r  

CHAIRMAN JABER: Mr. M a r l e r ,  you have the f i r s t  p a r t  

o f  the presentation? 

MR. MARLER: Yes, ma'am. 

CHAIRMAN JABER: Okay. Go r i g h t  ahead. 

MR. MARLER: This depicts our summer peak demand 

growth. H i s t o r i c a l l y  we've rea l i zed  the 2.9 percent compo1 

average annual growth ra te .  Our previous forecast  had 

nd 

projected a 0 . 1  percent growth based on t h a t  l a s t  h i s t o r i c a l  

data po in t  which i s  not a weather normalized value and so i t ' s  

k ind o f  misleading. Our new forecast has been rev ised upward 

j u s t  s l i g h t l y  i n  the shor t  term due t o  model c a l i b r a t i o n  and i n  

the long term due t o  some addi t ional  customer growth. The 

1 ong- term growth becomes 0.5 percent. 

Our winter  peak demand forecast h i s t o r i c a l l y  has 

presented a 3.7 percent compound average annual growth r a t e .  

Our current forecast i s  j u s t  s l i g h t l y  lower than the  one we had 

l a s t  year. Both o f  them r i g h t  around 0.6,  0.7 percent compound 

average annual growth r a t e  i n  the  projected growth years. And 

i t ' s  a l i t t l e  b i t  misleading there as wel l  because the 

h i s t o r i c a l  growth i s  based on t h a t  low data p o i n t  i n  1993 which 

was mi ld  weather dr iven. 
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The net energy f o r  load pro ject ions r e f l e c t  a 

3 . 1  percent h i s t o r i c a l  growth. The forecast - -  the new 

forecast expects a 1.1 percent growth r a t e  over the next ten 

years compared t o  a 0.7 percent growth i n  our previous 

pro ject ions.  

The next chart  depicts our DSM savings t h a t  we've 

rea l ized.  Through 2002 we've managed t o  save a t o t a l  o f  294 

megawatts o f  summer peak demand, and we expect t h a t  t o  grow t o  

a t o t a l  o f  478 megawatts by the end o f  the planning horizon. 

The h i s t o r i c a l  growth rates have been 2.9 percent a f t e r  DSM 

savings, would have been 3 .1  percent h i s t o r i c a l l y ,  and w i th  a 

forecast horizon we're expecting those t o  be dampened t o  

0.5 percent from what would have been 1.1 percent. 

Winter peak DSM savings h i s t o r i c a l l y  have been 

3.7 percent. Again, t h a t ' s  inf luenced by t h a t  low data po in t  

i n  1993. Over the forecast horizon, what would have been 

1.3 percent i s  going t o  be dampened t o  0.6 percent due t o  

addi t ional  DSM. And the  actual savings by 2002, we've rea l i zed  

a t o t a l  o f  342 megawatts reduct ion i n  winter  peak and t h a t  w i l l  

grow t o  about 554 megawatts by 2012. 

Net energy f o r  load basis,  h i s t o r i c a l  growth has been 

3 .1  percent. We expect i t  t o  be about 1.1 percent over the 

forecast horizon compared t o  what would have been 1.2 percent 

absent the DSM programs. The net  gigawatt hour savings 

represented by t h i s  i s  623 gigawatt hours by 2002, and we 
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expect t h a t  t o  grow t o  a t o t a l  o f  905 gigawatt hours by 2012. 

And t h a t  concludes the forecast p a r t  o f  i t . I f  you have any 

questions over any o f  i t , I'll be glad t o  answer them. 

CHAIRMAN JABER: Thank you. I t h i n k  we' re  ready f o r  

the second pa r t .  

MR. BELL: Good afternoon, Commissioners, s t a f f .  My 

name i s  Homer Bel 1 ; I ' m  an engineer i n  generation services f o r  

Gulf Power Company. And I would l i k e  t o  review you our current 

capacity plan f o r  addit ions and the ret i rements t h a t  impact our 

capacity avai lable t o  serve the  load t h a t  Mike Marler has 

t a l  ked about. 

I have a chart  here showing over the  ten-year horizon 

what Gul f  plans t o  see as f a r  as addi t ions and ret irements. 

Our i n s t a l  l e d  capacity does exclude a1 1 u n i t s  - - o r  include a1 1 

u n i t s  except Scherer 3 which i s  so ld o f f  system. You not ice i n  

t h i s  current year and through 2005 our reserves, especia l ly  i n  

2003 through 2004, our reserves are adequate t o  meet our load 

growth project ions.  

We have some i n t e r r u p t i b l e  capaci ty - - t h a t  Is i n  the 

second column - - as we1 1 as some purchased power capacity. I n  

2003 and 2004 our purchased power contract  w i l l  expire,  t h a t ' s  

19 megawatts, w i l l  expire i n  2005. So i t  w i l l  no t  be avai lab le 

f o r  summer load service i n  2005. But we begin t o  have a s l i g h t  

need f o r  capacity i n  2006. Southern e l e c t r i c  system, i n  order 

t o  maintain the 15 percent reserve margin t h a t  we planned f o r ,  
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the generation mix studies are calling for peaking capacity t o  
begin t o  be needed. And G u l f  plans i n  2006 a t  this time t o  
meet t h a t  need w i t h  a short-term purchase. 

And y o u ' l l  see i n  the second column there t h a t  the 
short-term purchase pl us the interrupti bl e capacity t h a t  we 
have i s  177 megawatts. T h a t  short-term purchase will be 
approximately 150 megawatts. 

CHAIRMAN JABER: Is i t  possible t h a t  the PPA t h a t  
expires i n  2005 gets renewed? 

MR. BELL: Commissioner, I believe we'll take a 1 k 

a t  t h a t .  I t ' s  a cogeneration contract, negotiated contract. I 

d o n ' t  know where t h a t  stands. We would hopefully like t o  take 
a look a t  t h a t  and some other opportunities t h a t  may present 
themself i n  t h a t  time frame. 

B u t  as we enter i n t o  2007 - - l e t  me back up. One 
thing I should note t h a t  i n  the capacity add i t ion  column there, 
you ' l l  note some negative numbers. Those are reflective of our 
retirements of Crist 1, 2 ,  and 3. So considering t h a t ,  i t  i s  a 
factor t h a t  impacts our need for capacity i n  2007. 

Our p lan  a t  this time i s  t o  install two 157-megawatt 
ITS  for service i n  June 2007. T h a t  will give us adequate 
reserves t o  serve system load u n t i l  approximately 2010 when we 
d i l l  be adding short-term purchases t o  cover our need i n  t h a t  
time period. 

And so, as a summary, we have retirements. We d i d  
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a c t u a l l y  r e t i r e  C r i s t  1, 24 megawatts, as o f  March 31st t h i s  

year. Uni ts  2 and 3, 24 megawatts and 35, respec t ive ly ,  w i l l  

be r e t i r e d  i n  May 2006. 

We are proposing t h a t  we add combustion tu rb ine  

capaci ty i n  June 2007, and then l a t e r  on out i n  the  planning 

horizon, around 2011, the end o f  2011, we w i l l  r e t i r e  Scholz 

1 and 2. That concludes my summary o f  capaci ty  addi t ions and 

ret i rements f o r  Gu l f  Power Company. 

CHAIRMAN JABER: Commi s s i  oners, do you have questions 

o f  Mr. B e l l ?  

COMMISSIONER DEASON: 

CHAIRMAN JABER: Comm 

COMMISSIONER DEASON: 

10.2 percent reserve margin f o r  

I n  the year 

Gu l f ,  bu t  a 

15.9 percent reserve on the Southern system 

i s  15 percent. So there appears t o  be more 

reserves on t h e  Southern system. Does Gu l f  

Yes, I do. 

ssioner Deason. 

2005 you show a 

so t h e r e ' s  a 

and the  c r i t e r i o n  

than adequate 

anti c i  pate re1 y i  ng 

upon the  Southern system t o  meet any an t i c ipa ted  needs t h a t  

could r e s u l t  from extreme weather or  a u n i t  - forced outage? 

MR. BELL: That ' s cor rec t ,  Commissioner. We conduct 

on a pe r iod i c  basis studies t o  determine what tha t  adequate - -  
the adequate l e v e l  o f  reserves are, and i n  t h a t  look,  we do 

consider our pa t te rn  o f  weather over a number o f  h i s t o r i c a l  

years. So t h a t  15 percent would be r e f l e c t i v e  o f ,  you know, 

tihat we t h i n k  i t  takes t o  meet load, what k i n d  o f  reserves, 
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dhat leve l  o f  reserves are required t o  meet load consider ing 

t h a t  abnormal weather. And we would i n  t h i s  t ime per iod  r e l y  

on the  Southern e l e c t r i c  system t o  meet our load. 

COMMISSIONER DEASON: Have you done an analys is  or  an 

assessment o f  the adequacy o f  transmission i n  t h e  event t h a t  

you would have t o  r e l y  upon s i g n i f i c a n t  imports from the  

Southern system? 

MR. BELL: I ' m  no t  - -  a t  t h i s  t ime I ' m  no t  aware t h a t  

we have. I can f i n d  out.  I ' d  be happy t o  f o l l o w  up. 

COMMISSIONER DEASON: Could you share t h a t  w i t h  

s t a f f ?  I would appreciate t h a t .  

MR. BELL: Yes, I sure w i l l .  

CHAIRMAN JABER: Mr. Bel 1,  w i t h  regard t o  the  other 

Southern systems, are they i n  the s im i la r  - -  a re they i n  a 

s i m i l a r  s i t u a t i o n  as the  Gu l f  system f o r  the year 2005 and 

2006? Are they - - Alabama comes t o  mind and some o f  your - - 
j u s t  the Southeastern systems. 

respect - - 
Do they r e l y  on Southern w i t h  

MR. BELL: Yeah, w e l l ,  we p lan t o  meet a t o t a l  system 

load, and t h a t ' s  a l l  t he  operat ing companies o f  t he  Southern 

e l e c t r i c  system: Gul f ,  Georgi a ,  A1 abama, M i  ss i  s s i  pp i  , Savannah 

Power - - E l e c t r i c  and Power and Southern Power. So we are - - 
have a coordinated planning approach. And from t ime t o  t ime, 

they may be the one t h a t  another operating company may have a 

greater need as compared t o  the  other companies, and they would 
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3e adding capacity i n  an  amount t h a t  was appropriate t o  move 
their targeted reserves up t o ,  you know, the appropriate level. 

CHAIRMAN JABER: We've had so many just Southeastern 
storms and outages the las t  couple o f  years. D o  you take t h a t  

i n to  account w i t h  regard t o  the needs o f  the entire Southern 
system, and how - -  you know, do you rank your needs w i t h  regard 
t o  the states? 

MR. BELL: I t h i n k  - -  no, I t h i n k  w h a t  we do - -  as 
the system, we look a t  i t  - -  you know, what's the appropriate 
level o f  reserves on the system. Then we have a methodology 
t h a t  will ensure t h a t  all companies can meet their  l o a d ,  and 

some companies will be short i n  some years as compared t o  
others. B u t  we will p lan  t o ,  you know, add our appropriate 
share o f  reserves when the mix - -  not the mix b u t  the 

methodol ogy requires i t  . 
CHAIRMAN JABER: A t  w h a t  p o i n t  do you t h i n k  the 

company, Southern, as a whole starts looking a t  whether the 
indiv idua l  system reserves should be as close t o  15 as 
possible? 

MR. BELL: Generally we p l a n  a l l  t o  have an equal 
reserve margin o f  15 percent. What makes t h a t  vary, as you see 

here, i s  the consideration o f  w h a t  i s  the economical block size 
o f  capacity t o  add. So we are driven t o  have equal reserves, 
and t h a t  i s  a goal o f  the Southern electric system. 

CHAIRMAN JABER: Okay. You d o n ' t  have - -  the company 
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again, Southern, as a whole doesn' t  have a t a rge t  date f o r  

achieving ind iv idua l  system reserve marg ns o f  15 percent? 

MR. BELL: On an annual basis,  I bel ieve i t ' s  - -  I 

mean, t h a t ' s  the goal, but  there again, look a t  capaci t ies t h a t  

are planned f o r  - -  you know, come o n - l i n e .  And i t  may be t h a t  

companies t h a t  - -  there may be some companies t h a t  do have a 

lower reserve margin. So I d o n ' t  know. 

t h e r e ' s  a set  t ime. On an on-going basis,  we t r y  t o  meet t h a t .  

I do not  know i f  

CHAIRMAN JABER: Okay. Thank you. 

S t a f f ,  d i d  you have any questions? 

MR. HAFF: NO. 

CHAIRMAN JABER: Thank you both. 

MR. BELL: Thank you. 

CHAIRMAN JABER: Commissioners, we're going t o  take a 

one-hour lunch break. And i f  I ' v e  done my math c o r r e c t l y  w i t h  

s t a f f ' s  agenda, w e ' l l  have j u s t  a l i t t l e  b i t  over an hour l e f t  

t o  do. So I t h i n k  we can take a one-hour lunch break, come 

back here a t  1:25. 

(Lunch recess. ) 

CHAIRMAN JABER: Okay. L e t ' s  get  back on the record. 

We l e f t  o f f  w i t h  TECO's presentat ion.  And, Commissioners, we 

may not  have access t o  the  computer on t h i s  presentat ion,  bu t  

you've got the handout from TECO we can fo l low.  So w i t h  t h a t ,  

l e t ' s  get s tar ted.  

MR. SMOTHERMAN: My name i s  W i  11 i am Smotherman; I ' m  
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d i t h  Tampa E l e c t r i c  Company. 

planning f o r  the company. And today, I ' d  j u s t  l i k e  t o  give a 

quick overview o f  our 2003 ten-year s i t e  plan. 

I am the d i r e c t o r  o f  resource 

I f  you t u r n  t o  the f i r s t  page, i t ' s  labeled, "Summer 

T o t a l  Reta i l  Peak." That page shows a graphic o f  our summer 

peak demands. It shows h i s t o r i c a l l y  from 1990 through 2002, 

and i t  shows forecast values f o r  2003 through 2012. You ' l l  

not ice i n  t h a t  graphic t h a t  the 2002 forecast i s  labeled as a 

s t a r ,  and the 2003 forecast, the present forecast i s  the 

diamond - -  i t ' s  not diamond, i t ' s  the t r i ang les .  And h i s t o r y  

i s  shown by the squares. 

the graph there 's  not a la rge  amount o f  change between our 

'02 and our '03 forecasts. Likewise, from a h i s t o r i c a l  

standpoint, r e l a t i v e l y  the  load growth i s  p r e t t y  s i m i l a r  t o  

Nhat we've experienced i n  the recent h i s t o r y .  

Essent ia l l y  you can see by looking a t  

I f  you t u r n  t o  the next page i n  the presentation, 

i t ' s  labeled, "Winter Total Reta i l  Peak." I t ' s  a s i m i l a r  

graphic displaying the h i s t o r i c a l  as wel l  as t h e  2002 and 2003 

r e t a i l  peak demand forecast f o r  our system. And again, the 

'02 and the '03 forecasts are f a i r l y  s i m i l a r .  I n  the 

h i s t o r i c a l  numbers, y o u ' l l  no t ice  there i s  a l o t  o f  up and down 

i n  those numbers and t h a t  i s  really re la ted  t o  what our winter  

temperature happens t o  be a t  any p a r t i c u l a r  h i s t o r i c a l  per iod 

i n  t ime.  As you know, winter peak load i s  very 

temperature-dependent. So as t h a t  - -  whether we a c t u a l l y  have 
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winter temperatures or not w i l l  radically change those numbers. 
I f  you f l i p  over t o  the third slide, i t ' s  labeled, 

"Demand-Side Resources.'' And this slide merely depicts for our 

present forecast how much of our load i s  made up from 
demand-side resources. You' l l  see presently for the summer of 

'03 we have 620 megawatts. For the summer of 2012 t h a t  would 

increase t o  a number of 689. Relatively you'll see t h a t  the 
percentages on each of the pieces are fairly consistent. We're 
seeing really the most growth i n  the conservation area. That's 
going from about 15.6 up t o  about  18 percent. 

The other areas are fairly consistent. There's a 
slight drop on a percentage basis i n  load management. That's a 
drop on a percentage basis from an actual number basis. Those 
numbers are actually increasing. 
actually dropping. They're going from 29 percent t o  
25.4 percent, and tha t ' s  merely due t o  a projected reduction i n  

the phosphate load over time merely because phosphate i s  being 
mined out  of our territories i n  Tampa Electric's service area. 

Interruptible numbers are 

F l i p  over t o  the next slide. I t ' s  got the same t i t l e  
as the previous slide. This just depicts the winter 
demand-side resources versus the last  one depicted for the 
summer peak time period. T h a t  i s  growing from 11,170 t o  - -  not 
11,000, I apologize. I t ' s  1,170 t o  1,446. Again, the trends 
are fairly similar. Largest growth there is  from conservation 
programs. Interruptible i s reduci ng again mere1 y because of 
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the reduction i n  the phosphate load .  

The next graphic i s  t i t l ed ,  "System Reliability." 

And this depicts the comparison of our expansion plans and 

reserve margins t h a t  result from those plans i n  the 
'02 ten-year s i te  p lan  and the '03 ten-year s i t e  plan. As far 
as future additions of capacity t h a t  are shown on t h a t  table, 
uJe have some t iming  differences i n  capacity. Those are related 
t o  small changes i n  our demand-side as well as our load 

forecasts. B u t  you ' l l  notice t h a t  essentially we have a CT 

added every year except for 2011, and i n  the prior ten-year 
s i te  p lan ,  we d i d n ' t  have a CT added i n  '06 or 2012. 

The other noticeable difference here i s  the reserve 
nargins for 2003 and 2004. We had a 26 percent summer reserve 
nargin forecast for the 2002 ten-year s i te  plan and that 's  down 

to  17 percent. And relatively we had a 37 percent forecasted 
for the summer of 2004 and t h a t  went down t o  20 percent. The 
3asic driver for t h a t  i s  the revised shutdown date for the 
iannon station units. We presently have revised the date for 
:annon 1 and 2. They were shutdown as of early April of th is  
year. Gannons 3 and 4 wi l l  be shutdown this f a l l .  In the 
x i o r  ten-year s i te  p l a n ,  a l l  four units had been le f t  on-line 
m t i l  the f a l l  of '04. 

CHAIRMAN JABER: Commissioner Deason. 
COMMISSIONER DEASON: Yeah, I have a question. The 

201 umn entitled, "Reserve Margin W i t h  Load Management And 
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I n t e r r u p t i b l e , "  f o r  those ca lcu lat ions how do you t r e a t  load 

management and i n t e r r u p t i b l e ?  

MR. SMOTHERMAN: Those a r e  t rea ted  as a reduct ion t o  

our system demand, so our system peak. 

COMMISSIONER DEASON: So you take the  system peak and 

you reduce i t  by load management and i n t e r r u p t i b l e  t o  get a 

firm system peak? 

MR. SMOTHERMAN: That ' s cor rec t .  

COMMISSIONER DEASON: And then you take  t h a t  and 

d i v ide  i t  by firm capacity; i s  t h a t  cor rec t?  

MR. SMOTHERMAN: I t ' s  the f i r m  capac i ty  minus the  

firm system peak, and t h a t  quant i t y  - -  

COMMISSIONER DEASON: The outcome i s  t h e  numerator. 

MR. SMOTHERMAN: Yes. 

COMMISSIONER DEASON: A1 1 r i g h t .  Thank you. 

MR. SMOTHERMAN: The f o l  1 owing graphi c 1 abel ed , 

" In tegrated Resources," t h i s  i s  f o r  the  summer o f  '03,  and i t  

also depicts the  summer o f  2012. What t h i s  dep ic ts  from a 

s t a t i o n  perspective as we1 1 as a general resource perspective, 

dhat percentage each o f  these resources mean t o  us now and what 

they w i l l  mean t o  us i n  the  fu tu re  as we l l  as t h e  r e l a t i v e  

growth o f  our resources. So y o u ' l l  be able t o  see r e l a t i v e l y  

the Big Bend s ta t i on ,  which i s  a c o a l - f i r e d  s t a t i o n ,  our 

present Gannon s t a t i o n ,  Polk, and Bayside, which b a s i c a l l y  

consists o f  Bayside 1, which i s  the f i r s t  phase o f  the  Gannon 
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zonversion. We also have f i r m  purchases on there .  Other which 

represent some cogen and other contracts as w e l l .  

And then y o u ' l l  see as t h a t  grows through 2012, 

3ayside represents a much la rge r  por t ion  o f  t h a t .  That 's  w i t h  

the i n t e g r a t i o n  o f  both the Bayside 1 and Bayside 2 u n i t s .  

31us i t  includes s i t i n g  a couple o f  CTs a t  the  Bayside 

f a c i l i t y .  The Polk f a c i l i t i e s  a lso grow and t h a t ' s  re la ted  t o  

s i t i n g  CTs a t  the Polk f a c i l i t y .  There's a unspeci f ied fu tu re  

capacity segment o f  t h a t  p i e .  That e s s e n t i a l l y  represents 

fu tu re  CTs t h a t  are i n  the p lan but  do not  have - - have ye t  t o  

be s i t e d .  

I f  you t u r n  over t o  the next page, t h e r e ' s  another 

graphic re1 ated ti tl ed, " In tegrated Resources. 'I Thi s i s  an 

i den t i ca l  graphic t o  the previous one except i t  depicts our 

integrated resource p i c t u r e  f o r  the winter  o f  '03 and a winter  

o f  2012. 

You ' l l  no t ice  t h a t  demand-side reduct ion represents a much 

larger  piece o f  the p i e  i n  the  winter  numbers than it does i n  

the summer numbers, and t h a t  i s  r e a l l y  r e l a t e d  t o  the types o f  

programs which we've implemented tend t o  have higher megawatt 

resu l t s  f o r  us i n  the winter  than they do i n  t h e  summer. 

Essen t ia l l y  the percentages are f a i r l y  s im i la r .  

The next graphic i s  t i t l e d ,  "Generation-By Fuel 

Type.'' And t h i s  shows the energy s ide - - the  other s l ides  t h a t  

we - -  the two previous s l i des  I showed depicted the capaci ty 

side o f  it, and t h i s  shows the  energy side o f  i t . And 
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e s s e n t i a l l y  each o f  the pieces o f  the p i e  here represent 

d i f f e r e n t  types o f  fue l  production. The coal /pet  coke piece o f  

the p i e  i s  - - represents coal t h a t ' s  burned e i t h e r  a t  B ig  Bend 

or  a t  Gannon and pet coke t h a t  i s  burned a t  Big Bend or  Gannon. 

The syngas s l  i c e  - - 
CHAIRMAN JABER: Mr. Smotherman, can I i n t e r r u p t  you 

on t h e  pet  coke before you move on? 

MR. SMOTHERMAN : Yes. 

CHAIRMAN JABER: 

Department o f  Energy grants o r  no? 

D i d n ' t  you have one o f  the 

MR. SMOTHERMAN: Yes, we d i d  f o r  the Polk 1 u n i t .  

CHAIRMAN JABER: Do you know i f  they s t i l l  o f f e r  

those grants, and i f  they do, i s  there money s t i l l  ava i lab le  

f o r  F lo r i da  companies? 

MR. SMOTHERMAN: I d o n ' t  know where t h e y ' r e  p resent ly  

s i t t i n g  i n  t h a t  program, so I c a n ' t  say i f  they are or they 

a r e n ' t  present ly.  

years they had, bu t  I d o n ' t  know where t h e  program s i t s  

present ly.  

I know i n  the  recent past ,  past couple o f  

CHAIRMAN JABER: When d i d  you get  the  grant? 

MR. SMOTHERMAN: I d o n ' t  remember exac t ly  when i t  was 

granted because i t  was - -  we e s s e n t i a l l y  took over a p r o j e c t  

tha t  was done - -  was going t o  be done by another u t i l i t y .  

de i n s t a l l e d  our p lan t  and s t a r t e d  e s s e n t i a l l y  reaping the  

3enef i ts o f  t h a t  back i n  '93 - -  I mean, ' 9 6 .  I ' m  sorry.  

But 
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CHAIRMAN JABER: Do you remember how much money was 

avai lab le t o  you? 

MR. SMOTHERMAN: Not exact ly.  1 want t o  say on the  

order o f  100 t o  200 m i l l i o n ,  somewhere i n  t h a t  range. 

CHAIRMAN JABER: Thank you. 

MR. SMOTHERMAN: But t h i s  graphic essen t ia l l y  depicts 

our coal. Syngas represents the  Polk 1 f a c i l i t y  which 

essen t ia l l y  burns both coal and pet coke as we l l .  We show the 

purchases and natural  gas percentage. You' 11 no t ice  t h a t  there 

i s  a s i g n i f i c a n t  increase i n  natural  gas, and essen t ia l l y  t h a t  

increase i s  dr iven by the add i t ion  o f  the  Bayside 

combined-cycle un i t s .  

The next page o f  the presentation i s  t i t l e d ,  "2005 

Request For Proposal . ' I  And essen t ia l l y  Tampa E l e c t r i c  has 

issued an RFP t h a t  was j u s t  issued recent ly .  The RFP was 

issued t o  get  peaking - -  f i r m  peaking power proposals t o  

compare t o  our s e l f - b u i l d  opt ion f o r  our May l s t ,  2005 CT. 

That RFP was mailed t o  23 po ten t ia l  bidders. It was also 

advertised i n  P1 a t t  Is Megawatt D a i  1 y, and responses are  

present ly due August 21s t  o f  t h i s  month. 

What we w i l l  be doing i s  once we get those responses, 

t h e y ' l l  be evaluation t h a t  occurs, and based on t h a t  

evaluation, w e ' l l  make a determination o f  whether we w i l l  

construct our planned u n i t  o r  whether we w i l l  take advantage o f  

a purchased power opportunity. 
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I n  summary, Tampa E l e c t r i c ' s  2003 through 2012 

ten-year  s i t e  plan, we bel ieve, provides an adequate system 

r e l i a b i l i t y  and overa l l  fue l  d i v e r s i t y  f o r  our customers. And 

tha t  concludes my presentation. Do you have any other 

questions? 

CHAIRMAN JABER: Commi ss i  oners, do you have 

questions? 

S t a f f ?  

MR. HAFF: I 

general 1 y speaki ng , wh 

j u s t  have one. M r .  Smotherman, 

n you are look ing a t  an expansi 

j u s t  

n P l  n 

t h a t  goes out t en  years as a l l  the  u t i l i t i e s  do, how do you -a l l  

determine the cost -ef fect iveness o f ,  say, r e t i r i n g  an o lder  

u n i t  and replac ing i t  w i th  a newer one? How i s  t h a t  done as 

p a r t  o f  the planning process? 

MR. SMOTHERMAN: Okay. Essen t ia l l y  we look a t  what 

the cost  i s  o f  the  older capaci ty t h a t  we may have. We don ' t  

necessar i ly  look a t  t h a t  on an annual basis.  I t ' s  more 

something t h a t ' s  looked a t  f o r  o lder  capaci ty l i k e  the Gannon 

un i t s .  And determinations are made based on how much i t  costs 

t o  run the  p lan t  and upkeep the plant and operate the p lan t  

essent ia l l y  versus how i t ' s  operated. 

MR. HAFF: Thank you. 

CHAIRMAN JABER: Thank you f o r  your presentat ion.  

S t a f f ,  I have - -  the next round o f  presentations w i l l  

be i n  the fo l low ing  order: FMPA, GRU, JEA, Lakeland, OUC, 
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Tallahassee, Seminole. Any changes t o  tha t?  

MR. HAFF: No, ma'am. 

CHAIRMAN JABER: Okay. Then we're ready f o r  FMPA. 

MR. MAY: Good afternoon. My name i s  B i l l  May; I am 

the planning supervisor f o r  FMPA. And I thank you f o r  having 

us here. 

Give you a l i t t l e  b i t  o f  background f o r  the  bene f i t  

o f  those t h a t  were not here l a s t  year. FMPA i s  a 29-member 

municipal e l e c t r i c  u t i l i t y  coordinator, i f  you w i l l ,  a j o i n t  

ac t ion  agency. We have f i v e  power supply p ro jec ts :  The 

S t .  Lucie i n  which there are 15 members t h a t  p a r t i c i p a t e  there. 

We combined have 74 megawatts o f  t h a t  generation. The Stanton 

1 and 2 i n  which s i x  members p a r t i c i p a t e  i n  the coal u n i t s  t h a t  

are there. The Tr i -Ci ty p ro jec t  which i s  23 megawatts, and 

there are three o f  the members t h a t  p a r t i c i p a t e  i n  t h a t .  And 

the Stanton 2 which are the Stanton A combined-cycle u n i t  which 

i s  99 megawatts and seven members p a r t i c i p a t e  i n  t h a t .  A l l  

together there are 15 members t h a t  we supply t h e i r  t o t a l  load 

or  the a1 1 -requirements members. 

From 1997 t o  2000 we increased from s i x  c i t i e s  t o  13 

c i t i e s  as members. 

KUA a t  the end o f  the year. As a r e s u l t  o f  t h a t ,  t he  summer 

peak demands looked somewhat skewed. I n  2002 our actual  summer 

peak was 992 megawatts. I n  - - a t  the end o f  the year, we were 

inc lud ing KUA and Lakeland. As a r e s u l t  o f  t h a t ,  our pro jected 

I n  2002, l a s t  year, we added Lake Worth and 
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peak for this summer is 1,419 megawatts and for next summer is 
1,454 megawatts or a growth of 2.5 percent. 

The significant changes between the 2002 and 2003 
ten-year site plans were, of course, the additions of KUA and 
Lakeland which resulted in that increase of approximately 
400 megawatts in our peak demand. 
combined-cycle that we actually - -  combined-cycle unit that we 
actually increased from 200 megawatts to 250 megawatts. 
2011 we have a 165-megawatt CT that I believe in the 2002 
ten-year site plan was shown as 2010. And we moved the 
in-service date of a unit, 22 megawatts, at Key West to 2006. 

In our ten-year site plan, we have a couple of 

In 2007 we have a 

In 

conservation programs. We have demand-side management in which 
we have direct load control at both Ocala and Leesburg. We are 
currently evaluating that program. Other programs also include 
by the cities individually are residential , commercial, and 
industrial energy audits. 

Under renewables, we still participate in the utility 
photovoltaic group, and the landfill gas-burned station at the 
Stanton pl ant i s sti 11 functioning. 

Other supply-side a1 ternatives include cogeneration 
projects at Leesburg and Clewiston which are Coca-Cola and the 
USSC, the sugar plant that's there. 

Florida Municipal Power Pool is - - has been in 
existence since 1988. The members of the power pool are OUC, 
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Lakeland, and FMPA. And our goal i n  operating t h i s  power poo 

arrangement i s  t o  share the benef i t s  o f  being i n  the pool and 

attempt t o  minimize the cost o f  a l l  o f  our operations. That 

concludes my presentation. Do you have any questions? 

CHAIRMAN JABER: Commissioners, do you have any 

questions f o r  Mr. May? 

S t a f f ?  

MR. HAFF: NO. 

CHAIRMAN JABER: Thank you f o r  your presentation. 

G a i  nesvi 11 e Regional . 
COMMISSIONER DAVIDSON: Go Gators. 

MR. KAMHOOT: Thank you. 

MR. KEATING: We're i n  h o s t i l e  t e r r i t o r y .  

COMMISSIONER DEASON: Where do you want him t o  go to?  

MR. KEATING: I s n ' t  i t  crocodi les now? 

(Laughter. 1 

COMMISSIONER DAVIDSON: I f  s t a f f  could i d e n t i f y  

everyone i n  the audience who's h iss ing  and clapping and 

laughing, t h a t  would j u s t  be great.  

MR. KAMHOOT: Good afternoon. My name i s  Todd 

(amhoot, and I ' m here represent i  ng Gai  nesvi 1 1 e Regional 

J t i l i t i e s .  

up there? I s  t h a t  r i g h t ?  Okay. Thanks. 

I s  t h i s  the proper o r i e n t a t i o n  s ince I c a n ' t  

GRU i s  a summer-peaking e l e c t r i c  system, la rge  

resu l t  o f  the penetrat ion o f  natura l  gas i n  our service 
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territory. So I ' l l  be speaking today largely w i t h  respect t o  

our summer peak loads. 
All right. GRU has 610 megawatts of net generating 

capaci ty  consisting of 228 megawatts of coal -fired steam 
capacity, 106 megawatts of gas- f i  red steam capacity, 
37 megawatts of waste heat steam capacity, 228 megawatts of gas 
turbine capaci ty ,  and 11 megawatts of nuclear capacity. 

Last year, GRU generated 204 gigawatt  hours of 

energy. Sixty-one percent of this was derived from coal ,  

31 percent from natural gas, 3 percent from o i l ,  and 5 percent 
from nuclear. 

Slide 4 shows GRU's retail electric customer 
accounts. We served 82,623 customers during 2002. I 'm 

comparing two previous forecasts along w i t h  this year's 
forecast, and we're forecasting customer growth o f  about 
1.8 percent a year through the planning horizon. 

Slide 5 shows GRU's net energy for load last year a t  
2,008 gigawatt  hours. Again, the forecasts from the previous 
two ten-year s i te  plans here along w i t h  this year's ten-year 
s i te  p lan  projections and we're looking a t  a forecast growth 
rate of 2.1 percent a year. 

GRU's summer peak demand last year was 433 megawatts. 
We've experienced a mild summer so far ,  and this year's peak t o  
date i s  only 418, though the forecast was 451. This slide 
compares the two previous ten-year s i te  plans forecast w i t h  
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t h i s  year 's .  And we're looking a t  an average annual growth 

r a t e  o f  about 2.2 percent a year through the planning horizon. 

I ' m  not going t o  read through t h i s  l i s t ,  but  i t  

summarizes GRU ' s i nvol vement i n demand- s i  de management programs 

and a c t i v i t i e s .  I j u s t  put the l i s t  before you so t h a t  y o u ' l l  

have i t  f o r  review. 

This chart  shows - - 
CHAIRMAN JABER: Excuse me. I ' m  sorry.  

t h a t  l a s t  page caught my in te res t .  Under renewab 

school s? 

Something on 

es, solar f o r  

MR. KAMHOOT: Yes. There are, I want t o  say - -  I 

thought i t  was Department o f  Community A f f a i r s .  Somebody had 

some grants avai lab le,  and we're pursuing some o f  t h a t  money 

t o  - -  and we have a t  t h i s  t ime planned two small systems f o r  

some middle schools i n  our community. 

CHAIRMAN JABER: Thank you. 

MR. KAMHOOT: Okay. This char t  shows our i n s t a l l e d  

capacity, avai 1 ab1 e capacity, summer peak demand, and the bars 

represent a peak demand p lus a 15 percent reserve margin, which 

i s  what we use as a planning c r i t e r i a .  

approaching i t s  15 percent reserve threshold about r i g h t  here, 

about r i g h t  here, i n  2011, and so t h i s  increase i n  the capacity 

1 i ne  represents a proposed add i t ion  o f  a 75-megawatt combustion 

turbine t h a t  we included i n  t h i s  year 's  plan. 

GRU ant ic ipates 

So, i n  summary, GRU expects t o  need addi t ional  
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'esources t o  mai  n t a i  n i t s  15 percent reserve margin through 

'012. A t  t h i s  t ime a 75-megawatt combustion tu rb ine  i s  

roposed f o r  year 2010. GRU has j u s t  begun an in tegra ted  

-esource p l  anni ng study, and a1 1 resource a1 t e r n a t i  ves w i  11 be 

?valuated i n  t h i s  process. Conclusions reached from t h i s  I R P  

vi11 be included i n  GRU's  2004 ten-year s i t e  p lan.  That ' s  a l l  

[ have. 

mswer them. 

I f  anyone has any questions, I ' d  be g lad  t o  t r y  t o  

CHAIRMAN JABER: I s  your p lan  s u i t a b l e  f o r  ten-year 

s i t e  purposes? 

MR. KAMHOOT: Yes, we be l ieve  i t  i s .  

CHAIRMAN JABER: Commissioners, do you have any 

questions? 

S t a f f ?  

Thank you. 

MR. KAMHOOT : You ' r e  we1 come. 

CHAIRMAN JABER: JEA. Go ahead. 

MR. ISLEY: Good afternoon. My name i s  Dale I s l e y ,  

and I ' m  t he  manager o f  the e l e c t r i c  system planning group a t  

JEA. And we'd j u s t  l i k e  t o  thank the  Commission and the  s t a f f  

f o r  l e t t i n g  us come here and make t h i s  presentat ion.  

The f i r s t  s l i d e  i s  represent ing the  e x i s t i n g  capacity 

resources a t  JEA. We have a capaci ty w in te r  r a t i n g  o f  

3,238 megawatts and i n  t h a t  number t h a t  excludes our f i r m  sales 

and includes a 207-megawatt u n i t  p r i c e  power sa le  from Southern 
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Company. 

The next s l i d e  i s  the winter peak forecast.  And the 

dots t h a t  you see on the g r a f t  are the actual peaks t h a t  are 

occurring dur ing the winter .  The red l i n e  t h a t  you see i s  a 

normalized f o r  t h a t  per iod and then the forecast going out t o  

2012 or  2015 time frame. And t h a t  growth i s  b a s i c a l l y  

representing a 3.16 percent, you know, growth r a t e  i s  what 

we ' r e  p ro jec t  i ng . 
The next s l i d e  i s  the net  energy load t h a t  we're 

pro ject ing.  And again, the e a r l y  years showing actuals and the 

out years, and t h a t  represents a 2.84 percent growth r a t e  

p ro jec t ion  on t h a t  l i n e .  

The next s l i de ,  our reference plan showing the  fu tu re  

plans t h a t  JEA has t o  meet the 15 percent design or  the demand 

margin there. 

from a biomass industry,  which i s  a green power incent ive  t h a t  

we have. We have a planned purchase o f  245 megawatts, and we 

u t i l i z e  t h a t  through the TEA, o r  The Energy Author i ty .  And 

then i n  2005, a c t i v i t y  i s  convert ing two o f  our brand new 

Branch CTs i n t o  a combined-cycle. And t h a t ' s  p r i m a r i l y  the 

reason f o r  the purchased power, i s  w e ' l l  be tak ing  two o f  the  

CTs o f f - l i n e  t o  do the i n t e r t i e  f o r  the combined-cycle. So 

i t ' s  a shor t - term purchase dur ing the winter there t o  al low f o r  

t h a t  construct ion t o  happen, and then they come back up o n - l i n e  

dur ing the summer. 

I n  2005 we have the  purchase o f  the  70 megawatts 
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Moving out t o  the  year 2009, we have i n  our planning 

a b u i l d  o f  a combined-cycle u n i t  and i n  2010 the CFB. And 

we're cu r ren t l y  i n  the process o f  an in tegrated resource plan 

t o  i d e n t i f y  s i t e  assessments f o r  these fu tu re  p lan ts  i n  the  JEA 

area. 

MR. HAFF: Before you leave t h a t  s l i d e ,  I have a 

question. This f l u i d i z e d  bed u n i t  has been your p lan  f o r  a 

couple o f  years, and I guess t h a t ' s  - - I ' m  j u s t  cur ious,  i s  

t h a t  based on a l eas t - cos t  expansion p an, o r  i s  i t  j u s t  JEA 

st rategy t o  add coal t o  the  mix? 

MR. ISLEY:  Just  a strategy t o  add more coal t o  the 

mix a t  t h i s  po in t  because i t ' s  so far out on the  planning 

horizon. 

mix a t  t h i s  t ime. 

It was j u s t  t o  a l low f o r  some d i v e r s i t y  i n  the  fue l  

MR. HAFF: Okay. A t  what po in t  i n  t ime would you 

have t o  seek a need determination from t h i s  Commission or  would 

you have - -  w e ' l l  be seeing the f i l i n g  i f  t h i s  were t o ,  i n  

f a c t ,  go forward? 

MR. ISLEY: The in tegrated resource p lan  t h a t  we're 

cur ren t ly ,  you know, working on r i g h t  now would be i n  t h a t  

repor t .  We'd probably have t o  i d e n t i f y  t h a t  need, you know, 

w i th in  the next probably s i x  months t o  a year t ime frame 

because o f  the long t ime i t  takes f o r  the coal u n i t  t o  go 

through. 

MR. HAFF: Okay. Thank you. 
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COMMISSIONER DEASON: I have a question. On the 2005 

t ime frame the re ' s  a purchase o f  70 megawatts from Biomass 

Indust r ies,  and you mentioned t h a t  t h i s  i s  p a r t l y  i n  response 

t o  your green power incent ive program. Could you b r i e f l y  

explain t h a t  incent ive program? 

MR. ISLEY: JEA has an in te rna l  strategy t o  involve 

themselves w i t h  green power, and photovol ta ic i s  p a r t  o f  i t . 

Gas recovery o f  l a n d f i l l s  i s  p a r t  o f  t h a t  generation mix. And 

t h i s  Biomass Indust r ies i s  a purchased contract  t o  do the same 

wi th  t h i s  industry.  We have a purchased contract  i n  place w i t h  

t h i s  indust ry ,  and we're monitoring t h a t  progress very c lose ly  

i n  order f o r  them t o  meet t h a t  date. So t h a t ' s  what i t ' s  a l l  

pa r t  o f .  

COMMISSIONER DEASON: So what type o f  green power 

w i l l  be produced - - t h i s  70 megawatts, what w i l l  i t  consist  o f?  

MR. ISLEY: It i s  a process t o  - -  o f  biodegradable 

mater ia l ,  bas ica l l y .  

amounts t o .  That 's  what t h e y ' r e  u t i l i z i n g .  

I t ' s  grass and t rees b a s i c a l l y  i s  what i t  

COMMISSIONER DEASON: And you already have a contract  

i n  place w i t h  Biomass Indust r ies? 

MR. ISLEY: Yes, s i r ,  we do. 

And, i n  summary, the  f i na l  sheet i s  showing the 

winter peak demand versus capacity, and the blue - -  the bars 

represent the system capaci ty based on our planning forecast. 

The f i r s t  l i n e ,  which i s  green, i s  the peak t h a t  we see i n  our 
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system, and the upper red l i n e  i s  the 15 percent margin. So as 

you can see through the  forecast years, t h a t  we're maintaining 

our 15 percent margin on the demand. So b a s i c a l l y  t h a t  

concludes the presentation. So i f  any other fu r the r  

questions - - 
CHAIRMAN JABER: Commissioners, do you have questions 

f o r  Mr. Is ley?  

S t a f f ?  

I ' m  assuming your p lan i s  su i tab le  f o r  t e n  

purposes? 

MR. ISLEY: Yes, ma'am, i t  i s .  

CHAIRMAN JABER: Thank you. Thank you f o r  

year s i t e  

your 

presentation. 

MR. ISLEY: Thank you. 

CHAIRMAN JABER: S t a f f ,  remind me. Last year and t h e  

year before, we found I t h i n k  i t  was j u s t  two plans t h a t  were 

condi t i onal l  y sui  t ab1 e. 

MR. HAFF: I bel ieve  i t  was two years ago we found 

the FMPA plan c o n d i t i o n a l l y  su i tab le ,  and i t  had t o  do w i t h  

unspecif ied purchases. 

CHAIRMAN JABER: Okay. OUC i s  next. 

Why am I t h i n k i n g  about Kissimmee? Are you sure i t  

das j u s t  FMPA? 

MR. HAFF: Yes, ma'am. 

CHAIRMAN JABER: Okay. Where's Mr. Tar t? He d i d n ' t  
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hear me. Where's Tom T a r t ?  

MR. ROLLINS: I don ' t  know. He's doing something; 

I ' m  not  sure. 

My name i s  my Myron Ro l l ins ;  I ' m  w i t h  Black & Veatch 

here representing OUC. We d i d  t h e i r  ten-year s i t e  plan, and 

I ' v e  worked f o r  them f o r  25 years, so I have a p r e t t y  good 

h i s t o r y  w i th  them. 

We can probably sk ip  the content s l i des  since the guy 

t h a t  put  i t  together f o r  me went t o  our presentat ion class t h a t  

said, t e l l  the audience what you ' re  going t o  t e l l  them, bu t  we 

only  have e igh t  s l ides,  i t ' s  p r e t t y  redundant. We s t a r t  out  

w i th  t h e i r  goals which are p r e t t y  s t ra ight forward and what a 

good u t i l i t y  ought t o  be doing. The probably important t h i n g  

from your standpoint i s  the 15 percent reserve margin. 

Next i s  t h e i r  e x i s t i n g  capacity, and probably the 

most important t h i n g  t o  note i s  t h e i r  p r e t t y  s i g n i f i c a n t  amount 

o f  coal and nuclear capacity, which i s  fo r tunate  i n  today's 

market s i t ua t i on .  The Stanton p lants  are the  coal un i t s ,  along 

w i th  t h e i r  j o i n t  ownership i n  the McIntosh p l a n t .  I t h i n k  i t ' s  

a lso i n te res t i ng  t h a t  a l l  t h e i r  u n i t s  are j o i n t l y  owned. 

Another s i g n i f i c a n t  aspect, we t h i n k ,  i s  t h e i r  

agreement w i t h  S t .  Cloud. 

i n te r l oca l  agreement w i t h  S t .  Cloud t o  provide a l l  t h e i r  power 

supply requirements f o r  a 25-year per iod and take over 

operation o f  t h e i r  e x i s t i n g  diesel  u n i t s  and purchased power 

I guess i n  1997 they entered i n t o  an 
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jgreements. And they recent ly  extended t h a t  f o r  another ten 

years. 

Next summarizes t h e i  r purchase power agreements. The 

15 megawatts w i t h  TECO i s  - -  came through the  S t .  Cloud 

vrangement. And then a few years ago, they had so ld  the 

Indian River steam u n i t s  t o  Re1 ian t ,  and as par t  o f  t h a t ,  they 

took back a PPA. That PPA expires September 30th o f  t h i s  year 

3ut has opt ions f o r  another four  years. And these are the  - -  

there 's  current  commitments on those opt ions.  

Next s l i d e  shows t h e i r  load forecast .  Expected 

growth ra tes  are a l i t t l e  less  than 3 percent and p r e t t y  

consistent w i t h  most o f  the r e s t  o f  the  s ta te ;  s t i l l  p r e t t y  

s i g n i f i c a n t  growth compared t o  other pa r t s  o f  t h e  country. 

The current  u n i t  t h a t  they have under const ruct ion i s  

Stanton A. 

combined-cycle scheduled f o r  commercial operat ion October 1 s t  

o f  t h i s  year. I t ' s  j o i n t l y  owned w i t h  OUC, FMPA, KUA, and 

Southern-Florida. The Southern-Florida capaci ty  i s  purchased 

back by the  municipal u t i l i t i e s  under a PPA arrangement. 

They're, I t h i n k ,  cu r ren t l y  undergoing t h e i r  performance t e s t .  

I t ' s  - - Southern Company has done a very good job on t h a t  u n i t .  

I t ' s  e s s e n t i a l l y  ready t o  run. 

It i s  a 633-megawatt nominal ly ra ted  two-on-one 

Next i s  t h e i r  expansion plan. It shows Stanton A 

coming i n t o  serv ice and t h e i r  ownership and t h e i r  purchased 

power por t ions  o f  i t ,  t h e i r  op t im iza t ion  o f  t h e i r  Re l ian t  
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opt ions.  It also shows t h a t  they have some o p t - o u t  

arrangements a f t e r  the f i r s t  f i v e  years and a p o r t i o n  o f  the 

PPA from Southern Company on Stanton A and shows r i g h t  now the  

economics are t o  opt out o f  t h a t ,  or  t o  opt out  a t  t he  por t ions 

t h a t  we have shown there a t  l e a s t .  And then f i na l l y  i n  

2011 t h e  simple cycle combustion tu rb ine  as we l l  as one i n  

2008. 

And, l a s t l y ,  OUC has no conservation goals requi red 

by the  Commission, bu t  they s t i l l  view DSM as important.  

they have s i x  programs i n  place and encourage conservation o f  

demand-side management i n  t h e i r  system. That ' s  a l l  we have, i f  

you have any questions. 

So 

CHAIRMAN JABER: Commissioners, do you have any 

questions o f  OCU? 

Okay. S t a f f ?  

Thank you f o r  being here. 

MR. ROLLINS: Thank you. 

CHAIRMAN JABER: 

MR. CLARK: Good afternoon, Commissioners. I ' m  Paul 

City o f  T a l  1 ahassee. 

C1 ark,  p l  anni ng engineer f o r  City o f  T a l  1 ahassee e l  e c t r i  c 

u t i l i t y .  

f r o n t  o f  you. 

I bel ieve y o u - a l l  have a copy o f  our presentat ion i n  

Just  rea l  quick t o  summarize the  contents o f  our 2003 

ten-year s i t e  p lan and the  a c t i v i t i e s  we have undertaken since 

the publ ish ing o f  t h a t  repo r t .  Just  some general in format ion.  
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703 megawatts of total existing power supply on a net summer 
basis, looking at a current summer season; 652 from our owned 
generation resources; and 51 megawatts under purchased power 
contracts. Although we are traditionally a summer peaking 
utility, our all -time peak demand for electricity occurred this 
last winter with the cold weather, 590 megawatts. In 
comparison, our summer '02 peak demand was 580 megawatts. 
During the calendar year 2002 sold - -  I guess I should put this 
up here for you-a1 1 to look at - - 2,741 gigawatt hours of our 
energy to our retail customers. 

Just real quickly, a graph of our annual energy use. 
I don't believe that our forecast has changed a lot between the 
2002 and 2003 ten-year site plans, though maybe in some of the 
out years we have seen some downturn in the growth that we 
attribute somewhat to the reduction in incremental additions, 
particularly for the state agencies. As you're well aware, the 
state makes up quite a bit of our retail load, and with the 
cancellation or postponement of certain additions, the state 
has resulted in a slight downturn in the forward forecast both 
for energy and for peak demand. But, generally speaking, the 
2002 and 2003 forecasts are pretty close to one another. And 
believe that the information that we submitted to staff in 
response to their supplemental data request will bear that out. 

As I mentioned, Tallahassee is a summer peaking 
utility historically. We plan our system to maintain a 
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17 percent reserve margin t o  accommodate any unforeseen 
circumstances such as extreme weather, extended generation 
outages. We took a look - -  i f  you ' l l  recall me having  

discussed w i t h  you i n  pas t  years, the prospect of maybe 
increasing our reserve margin criteria up t o  20 percent t o  be 
consistent w i t h  the stipulation t h a t  the IOUs and the 
Commission agreed t o  some years ago. 

The IRP study t h a t  the City conducted w i t h  the 
assistance of Black & Veatch identified t h a t  for  a system of 

our size and our unique graphic orientation t h a t  17 percent 
sort of fell i n  the midpoint between a .1 loss of load 

probabil i t y  on an assisted and unassisted basis. So we feel - - 
and p lus  i t  also looked t o  be the least-cost reserve margin 
criteria for us t o  attempt t o  maintain.  So we're sticking by 

our 17 percent. 
This combination bar and line chart just depicts our 

existing resources. I d i d  notice one error when I showed up 

this morning. The last  two years, 2011 and 2012, the yellow 
bar representing our Purdom U n i t  7 - - Purdom 7 i s  actually 
scheduled t o  retire i n  the spring of 2011. 

summer net generating capabil i t y .  None of our planned 
additions are represented on this chart. 
those a l i t t l e  b i t  later on. 

I t ' s  48 megawatts 

I ' l l  be discussing 

One of the considerations i n  p u t t i n g  together our 
ten-year s i te  p l a n ,  of course, i s  the forecasted price o f  fuel. 
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L ike  o t h e r ' s  presentations, we do see the  gas p r i c e  pro ject ions 

dropping o f f  a f t e r  the  near-term spike t h a t  we've been 

experiencing or enduring. And t h i s  i s  o f  paramount importance 

t o  T a l  lahassee, o f  course, because we are predominately natura l  

gas and o i l - f i r e d .  

Among the s t r a t e g i c  considerations, one o f  the 

biggest determinants i n  the economics and the  r i s k s  going 

forward f o r  City o f  Tallahassee has t o  do w i t h  t h e  v i a b i l i t y  o f  

t he  transmission system. We have the need t o  back up the loss  

o f  l a rges t  u n i t  contingency by being able t o  b r i n g  power i n  

from neighboring systems across our transmission system. That 

e f f e c t i v e l y  l i m i t s  the  amount o f  transmission tha t  we have 

ava i lab le  t o  use f o r  long-term power purchases, which I'll note 

again l a t e r  i s  one o f  our p re fe r red  means t o  resource and fue l  

d i v e r s i t y  since we are, as I ' v e  noted i n  the  past and w i l l  t e l l  

you again, now l i m i t e d  by c i t y  ordinance, absent a c i t i z e n  

referendum, from b u i l d i n g  any coal on our system i n  Leon County 

o r  i n  an immediate adjacent county. We a lso  - -  
CHAIRMAN JABER: How o l d  i s  t h a t  ordinance? 

MR. CLARK: 

repowering o f  i t s  Hopkins 2 o i l  and g a s - f i r e d  steam u n i t  t o  

f l u i d i z e d  bed coal combustion. The c i t i z e n r y  were no t  

supportive o f  the  idea o f  adding a coal u n i t  t o  our system I 

guess p r i m a r i l y  because o f  concerns about the  environmental 

impact o r  the a i r  q u a l i t y .  

It dates back when the  City attempted a 
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CHAIRMAN JABER: Was i t  the     OS, the    OS? 

MR. CLARK: I t h i n k  i t  was a te  '80s.  It was before 

I came t o  work f o r  the City, but ,  yeah, l a t e  '80s. 

CHAIRMAN JABER: But f o r  t h a t  ordinance, would you 

q u a l i f y ,  you t h i n k ,  f o r  any Department o f  Energy clean coal 

techno1 ogy grant? 

MR. CLARK: You know, I d o n ' t  r e c a l l  s p e c i f i c a l l y ,  

but  i t  may very wel l  have been t h a t  t he  repowering p ro jec t  a t  

Hopkins was t o  have taken advantage o f  some o f  those funds. I 

don ' t  see any reason why but  as you mentioned f o r  t h a t  

ordinance t h a t  we wouldn' t  be able t o  q u a l i f y .  

We do t r y  t o  a lso s tay on t o p  o f  our transmission 

export c a p a b i l i t y  so t h a t  we may export i nc iden ta l  excess from 

our system i n t o  the wholesale power market. And both from the 

i n t e r e s t s  o f  f u r the r ing  our e l e c t r i c  system r e l i a b i l i t y  and our 

e l e c t r i c  system economics, we have been very c l o s e l y  

p a r t i c i p a t i n g  and monitor ing the  respect ive RTO development 

a c t i v i t i e s  i n  the  Southeast. We've been very ac t i ve  i n  our 

preparation and a c t u a l l y  are cosponsors o f  t he  SETrans Regional 

Transmission Organization and are very i n te res ted  i n  cont inuing 

our involvement i n  the  Gr idFlor ida development a c t i v i t i e s  once 

tha t  recommences. 

A l o t  o f  t h i s  mater ia l  i s  r e i t e r a t i n g  th ings t h a t  

I ' v e  mentioned t o  the  Commission i n  t h e  past.  Transmission i s  

o f  key importance t o  us because we do have t w o - t h i r d s  o f  our 
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lower supply bas i ca l l y  represented by two generating u n i t s  on 

l u r  system; therefore,  l o s s  o f  any - - e i t h e r  one o f  those two 

m i t s  can have a tremendous impact on us both from a 

re1 i abi 1 i t y  and economi cs standpoi n t  . 
We have an aging f l e e t  o f  combustion tu rb ine  

generators. Our Hopkins GTs are over 30 years o ld ,  and the 

Purdom GTs are approaching 40 years o ld .  

that  our 2003 ten-year s i t e  p lan and the  l a s t  two ten-year s i t e  

plans have shown a preference towards new peaking f a c i l i t i e s .  

Those q u i c k - s t a r t  peaking u n i t s  provide us w i t h  some 

f l e x i b i l i t y  both from an operation standpoint bu t  a l s o  i n  

al lowing us t o  d i v e r s i f y  our overa l l  generation mix i n  terms o f  

base, intermediate, and peaking resources. 

I t ' s  f o r  t h i s  reason 

Fuel d i v e r s i t y  i s  a very important issue t o  us. A s  I 

mentioned, we a r e  prohib i ted from b u i l d i n g  a coal u n i t .  That 

doesn't mean t h a t  we c a n ' t  purchase some by wire.  Then we run 

up against the transmission concern, being able t o  make a 

1 ong- term purchase commitment and s t i  11 have adequate 

transmission t o  back up t h a t  loss o f  l a rges t  u n i t  contingency. 

Therefore, you know, we do want t o  continue t o  work on 

maintaining or  improving our transmission s i t u a t i o n  such t h a t  

we might consider purchases or  other f i nanc ia l  instruments as a 

means t o  increase fuel d i v e r s i t y .  

We're monitoring very c lose ly  the developments a t  the 

federal l eve l  w i t h  regards t o  the  new energy l e g i s l a t i o n .  
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We're becoming more and more familiar with the potential system 
benefits of distributed generation. Those types of units have 
been identified specifically in our last two ten-year site 
plans as being ones that bring some value to the City. We're 
still on the lookout for some potential alliance opportunities, 
possibly joint participation in a power - -  a generation project 
either at one of the City's plant sites or some other location. 

And I would point out that City of Tallahassee was 
one of the organizations that was - -  whose plan was deemed 
conditional ly suitable for planning purposes because of the 
inclusion of some unspecified purchases in our past plans. 
happy to report to the Commission that as expected, for the 
summer of 2003 and summer of 2004, we have contracted for power 
supplies in order to cover those small needs that we had 
identified for those years. 

I'm 

The IRP study that I mentioned earlier that the City 
conducted with Black & Veatch did consider demand-side and 
conservation a1 ternatives to power supply. In general, the 
potenti a1 demand and energy savi ngs are i nsuf f i ci ent to offset 
the need for new power supply. The only option that was looked 
at among the portfolio of demand-side options in our IRP study 
that was even marginally cost-effective was a direct load 
control program. Our previous experience with a pilot direct 
load control program met with limited acceptance by the 
citizenry, and so as a consequence, we're looking at monitoring 
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u t i l i t i e s '  e f f o r t s  w i t h  some o f  the developing demand response 

type o f  programs, e i t h e r  a cus tomer- in i t ia ted  o r  a p r i c e  

response type o f  program. 

CHAIRMAN JABER: I happened t o  catch one o f  your 

meetings on t e l e v i s i o n  when you a1 1 were - - your Commission was 

debating the  fue l  p r i c e  issue, and I t h i n k  i t  was i n  context o f  

r a t e s  going up, perhaps. And Commissioner L ightsey made an 

excel l e n t  p o i n t  about tak ing  t h a t  oppor tun i ty  t o  educate 

const i tuents  on fue l  m i t i g a t i o n  and the p o s s i b i l i t y  o f  look ing 

a t  t h a t  ordinance and fue l  d i v e r s i t y .  

Could you s o r t  o f  b r i e f  me on what you might do i n  

terms o f  your outreach e f f o r t s  on m i t i ga t i on ,  f u e l  d i v e r s i t y ,  

poss ib ly  deal ing w i t h  t h a t  c i t y  ordinance? 

MR. CLARK: Well, I d o n ' t  t h i n k  t h a t  t h a t ' s  a new 

development. 

s p e c i f i c a l l y  former Mayor Maddox, had on a number o f  occasions 

i n  the past pointed out  our r i s k  by v i r t u e  o f  be ing so 

dependent on natura l  gas and o i l  as our pr imary fue l  sources. 

We real ly haven' t ,  t o  my knowledge, s ta r ted  t h i n k i n g  about how 

I t h i n k  t h a t  t he  p r i o r  Commission, more 

we might approach the p u b l i c  about r e v i s i t i n g  t h e  issue. 

t h i n k  i t  best - - we perceive i t  t o  be a very sens i t i ve  issue 

f o r  our c i t i z e n r y  and then want t o  make sure t h a t  we approach 

i t  ca re fu l l y .  

I 

And as previous presenters have pointed out,  we s t i  

have the economic hurdle t o  overcome. So, you know, th ings 
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l i k e  DOE subsidies would be something tha t  we would a l s o  have 

:o look nto before we even would th ink  about approaching the 

: i t i zens  about t h e i r  acceptance o f  t h a t  type o f  a l te rna t ive .  

CHAIRMAN JABER: Thank you. 

MR. CLARK: We are very much in te res ted  i n  the 

i o s s i b i l i t y  o f  p a r t i c i p a t i o n  i n  a s o l i d  fuel  p r o j e c t  i f  i t  were 

;o take place somewhere other than on our system. 

A s  I mentioned, we d i d  contract  f o r  purchases f o r  

summers o f  '03 and '04 t o  cover those sma l l  incremental needs 

md t o  bridge our plan t o  the  next generation addi t ions.  We're 

looking a t  q u i c k - s t a r t  peaking generation t o  be i n  service by 

?005. There we're looking a t  a combination o f  cent ra l  s t a t i o n  

:ombustion turbines versus d i s t r i b u t e d  generation located a t  

naybe one or  more o f  our e x i s t i n g  substations t o  provide some 

i t he r  system benef i ts .  Long term, based on the  economics o f  

i u r  analysis, combined-cycle s t i l l  i s  the pre fer red  loca l  

jeneration addi t ion,  though, as I mentioned, we w i l l  be 

Zontinual l y  on the lookout f o r  purchase oppor tun i t ies f o r  sol i d  

fuel -based resources. 

Since the f i l i n g  o f  our ten-year s i t e  p lan t h i s  year, 

we have i n i t i a t e d  technical feas i  b i  1 i t y  and envi ronmental 

impact assessments f o r  the peaking generation u n i t s  t h a t  we're 

contemplating f o r  '05,  look ing a t  po ten t ia l  s i t e s  f o r  

d i s t r i bu ted  generation and what s o r t  o f  hurdles we may be 

facing there. We, t h i s  summer, issued an RFP f o r  b ids on the  
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peaking generation equipment and are expecting responses t o  

t h a t  RFP by the end o f  t h i s  month or  f i r s t  p a r t  o f  next month. 

I n  general, separate RFPs both f o r  t h e  short- term and 

the long-term needs, expecting four  t o  s i x  months f o r  

development and eval uat ion o f  those d i  f f e r e n t  proposal s. We' 11 

take the bids t h a t  we get from those RFPs and pu t  them back 

through our p l  anni ng model s, updating our inputs ,  changes t h a t  

have taken place since our 2002 I R P  study, and take those 

resu l t s  back t o  our City Commission w i t h  a proposal and s o l i c i t  

t h e i r  approval. That concludes my prepared presentation. I ' m  

ready t o  take any questions i f  you may have any. 

CHAIRMAN JABER: Commissioners, do you have any 

questions? 

S t a f f ?  

Thank you. 

MR. CLARK: Thank you. 

CHAIRMAN JABER: Unless I skipped someone, Mr. H a f f ,  

I have the l a s t  planned presentat ion i s  from Seminole. 

MR. HAFF: Correct. 

MR. MAHAFFEY: My name i s  Lane Mahaffey; I ' m  

Semi no1 e ' s d i  rec to r  o f  corporate p l  anni ng . I shoul d probably 

introduce i n  advance Mr. Quang Tang i n  case I need him t o  b a i l  

ne out.  He's going t o  be handling the s l i des .  Mr. Tang i s  a 

31anning engineer w i t h  Seminole. 

r e s e n t  i n  j u s t  a very h igh - leve l  way the r e s u l t s  o f  our 

I t ' s  a pleasure t o  be here t o  
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ten-year s i t e  plan f o r  you and answer any questions you have 

about i t  . 
The f i r s t  s l i d e  I would l i k e  t o  focus you on i s  the 

co lor  graphic. I t ' s  ca l led  "Figure 1, Winter." What t h i s  

s l i d e  does i s  give you a p r o f i l e  o f  Seminole's generation 

p o r t f o l i o  as i t  evolves over time. There's a l o t  o f  

informat ion i n  t h a t  s l i de ,  and I ' m  not  going t o  dwell on a l l  o f  

i t  unless you have questions. You know, i t  t e l l s  you what 

generation we own, what generation we purchase, what generation 

we plan the reserves f o r  versus someone e lse  planning the 

reserves f o r .  But the focal po in t  o f  t h i s  s l i d e  as f a r  as the 

ten-year s i t e  plan i s  the green area, which i s  the  generation 

b u i l d  out plan o r  backstop. That 's the  capaci ty tha t  we have 

not f i l l e d  ye t  t o  meet our forecast load, t h a t  green area. 

And you can see t h a t  there 's  - -  you c a n ' t  see the 

numbers, but  t he re ' s  about 300 megawatts i n  2007; there 's  a 

l i t t l e  more i n  2008, '09,  and then a l o t  more i n  2010. And so 

t h a t ' s  where some o f  our purchased power contracts w i th  

independents and others are expi r ing,  and so we have needs f o r  

generation t h a t  are growing i n  t h a t  way. 

There's also a co lor  graphic f o r  summer I ' m  not  going 

t o  dwell on, but  i t  j u s t  gives you the  same p i c t u r e  f o r  our 

summer peak p r o f i l e  and the capacity and i t s  associated ra t ings  

f o r  the summer period. 

Now, I ' m  going t o  p lay  musical s l i des  here f o r  a 
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noment. 

tabular rend i t i on  o f  the generation addi t ions t h a t  are shown i n  

the green area on the p r i o r  graph. This i s  what we c a l l  - -  

del , the  f i r s t  several items, Payne Creek, y o u ' l l  note i n  the 

top l e f t - h a n d  corner, Payne Creek GT A through E, t h a t  i s  our 

new peaking p lan t .  I t ' s  approximately 300 megawatts i n  s ize.  

I t ' s  f i v e  qu i ck -s ta r t  aeroderivative s t y l e  combustion turbines. 

They w i l l  be s i t e d  a t  our Hardy s i t e  along w i t h  the  Hardy power 

s ta t i on  and along - -  on the same side as our Payne Creek 

s ta t ion ,  which both o f  which are already operating. We've 

recent ly  selected tha t  s i t e .  

I ' m  skipping t o  the Tabular Figure 5 which i s  a 

Those generators are essen t ia l l y  - -  though t h i s  s l i d e  

needs t o  be updated, i t  shows the  status as wa i t i ng  t o  be 

authorized. That has been recent ly  authorized, and we're 

moving ahead and are under contract .  So t h a t  i s  a s i t e  t h a t  

d i l l  be under development imminently, and the engineering i s  

going on associ ated w i th  t h a t .  

So the r e s t  o f  t h a t  s l i d e  i s  r e a l l y  what we c a l l  our 

generation backstop plan. We w i l l  - - our normal process i s  we 

w i l l  - - as we have f o r  a t  l e a s t  10 o r  15 years, we w i l l  go out 

f o r  competit ive b ids as we see generation needs coming up 

w i th in  our planning horizon. And our planning horizon i s  - - 
we're look ing a t  i s ,  l i k e ,  three t o  seven years out depending 

upon which type o f  capacity we would be bu i l d ing .  

i t ' s  general ly i n  the three-year time frame. 

For peaking, 

I f  we go t o  
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intermediate o r  combined-cycle, i t  might be i n  t h e  four -  t o  

f i ve -yea r  time frame, and then coa would be more i n  the 

seven-year time frame. And so what we do process-wise i s  even 

though t h i s  i s  our backstop plan, we w i l l  make sure t h a t  we 

have the  opportunity t o  b u i l d  those resources a t  whatever t i m e  

we make a decision on a purchased power contract  o r  a decision 

on a b u i l d  opt ion a t  t h a t  t ime,  but we w i l l  always have the 

b u i l d  opt ion a t  hand. 

And so these needs we've shown you can see the 

modulari ty t h a t  we've assumed there i s ,  f o r  t he  peaking u n i t  , 

the module s ize o f  both peaking and combined-cycle resources i n  

the 150- t o  200-megawatt module s ize,  but r e a l i s t i c a l l y ,  we're 

going t o  be out f o r  competit ive bids f o r  both s e l f - b u i l d  

generators and purchased power contracts. And we may, i n  fac t ,  

buy d i f f e r e n t  module sizes than t h a t .  So t h a t ' s  j u s t  a 

backstop p l  an. 

But the r e s u l t  o f  t h a t  plan, again, us ing those 

module sizes i s  shown - - r esu l t s  i n  a reserve margin p r o f i l e  

on - -  l e t ' s  see, i s  t h a t  the next s l i de?  I t ' s  t h e  co lo r  - -  the 

red and the blue l i n e ,  Figure 3. And you can see t h a t  our 

reserve margin projected r e s u l t i n g  from t h i  s p l  an y i e l d s  

reserve margins i n  the  15 t o  20 percent range. The jumps - -  

the abrupt changes i n  i t  are rea l l y  the r e s u l t  o f  the  abrupt 

changes i n  purchased power contracts exp i r ing  and then us 

f i l l i n g  t h a t  w i t h  generation o f  a designated module s ize.  I n  
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-eality, we may end up f i t t i n g  t h a t  need exactly, and there may 

>e - - and you may not see t h a t  reserve margin percentage 
jumping around, b u t  i t ' s  essentially got  a f l o o r  of 15 percent, 
is I ' l l  show you on the next slide. 

The next slide, Figure 6 - - and I guess t h a t  ' s my 

last sl de. Figure 6 is  our reliability cr i ter ia  t h a t  we use. 
Iur reliabil i ty cri teria has evolved over time, b u t  we use a 
15 percent minimum peak reserve margin. We also have i n  

iarallel w i t h  t h a t ,  and have for a number of years, an unserved 
mergy equivalent tha t ' s  our version of the loss of load 

irobabi 1 i t y ,  but i t  ' s an internal i zed unserved energy criteria.  
And a few years - - as our system grew, what's 

iappened is  the driver now i s  the 15 percent. 
:hat the - -  and i n  prior years, we were driven by the 
1 percent, and the reserve margin was whatever i t  took t o  
ichieve t h a t ,  bu t  now i t ' s  crossed over. And so the 1 percent 
i s  easily met and the 15 percent minimum i s  w h a t  drives i t .  

I t  used t o  be 

Subject t o  your questions, tha t ' s  a l l  I had t o  
iresent t o  you. 

jssociated w i t h  any of t h a t  - - 

I would ask you, i f  you have any questions 

CHAIRMAN JABER: Commissioners, do you have any 

questions of Seminole Electric? 
Okay. S ta f f ?  

Thank you for being here. 
MR. MAHAFFEY: Thank you very much. 
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CHAIRMAN JABER: Th is  i s  the  point  where I need t o  

ask i f  t h e r e ' s  anyone i n  the  pub l ic  who wishes t o  address the 

Commission during t h i s  workshop? Anyone I l e f t  o f f ?  

Mr. McWhirter, come on up. 

Mr. H a f f ,  are you aware o f  anyone e lse? 

MR. HAFF: Mr. Green. 

CHAIRMAN JABER: M r .  Green. Okay. 

We1 come. 

MR. McWHIRTER: May i t  please the Commission. My 

hn McWhirter; I ' m  a consumer representat ive pr imar i l j  

f o r  i ndus t r i a l  consumers. For purposes o f  t h i s  presentation, 

you can c a l l  me Jeremiah McWhirter ra ther  than John McWhirter. 

I t ' s  more o f  a b i b l i c a l  reference. 

Consumers are always in terested i n  t h e  ten-year s i t e  

plan because i t  gives our forecast f o r  the fu tu re  on two 

essential ingredients tha t  govern the cost o f  e l e c t r i c i t y ,  and 

those two essential ingredients,  o f  course, are supply and 

demand. And so what we've heard here today so f a r  i s  what i s  

e l e c t r i c  capacity or supply i n  F lo r ida  today, and what i s  the  

e l e c t r i c a l  demand? And the  p i c t u r e  we have - -  you've gotten 

reports from the ind iv idua l  u t i 1  i t i e s ,  but  the presentation 

made by the F lo r ida  R e l i a b i l i t y  Council consolidates the  th ings 

tha t  were i n  the ten-year s i t e  plans f i l e d  l a s t  A p r i l .  

Now t h a t  you have t h i s ,  your s t a f f  i s  going t o  work 

wi th  i t  f o r  the next few months and then come t o  you w i t h  a 
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repor t  as t o  whether o r  not the plans are su i tab le .  And from a 

consumer's v ewpoint, I t h i n k  t h e r e ' s  some th ings  t h a t  the 

s t a f f  should look a t ,  and the answer may be easy possible 

answers, but  there are matters o f  concern or  should be o f  

matters o f  concern t o  consumers. 

The overa l l  pro ject ions o f  a 15 t o  20 percent reserve 

margin makes i t  look l i k e  the re ' s  a n ice  re la t i onsh ip  between 

supply and demand which should hold p r ices  l e v e l .  My 

reco l lec t ion ,  and I ' v e  been around a few years, i s  t h a t  

ten-year s i t e  plans have always done a p r e t t y  good rosy fu tu re  

p ic tu re .  But what's happening cu r ren t l y  i s  r e a l l y  the t h i n g  

t h a t ' s  most important t o  the short  t ime view o f  consumers. And 

I t h i n k  what i s  happening c u r r e n t l y  i s  d i f f e r e n t  than what was 

projected ten  years ago and i t ' s  d i f f e r e n t  than what i s  

projected t o  happen ten  years from now. 

And i f  you look a t  Mr. Paul E lwing 's  e x h i b i t  a t  

Page 6, i t  shows the cumulative capaci ty addi t ions t o  the 

system, and i t ' s  composed o f  two par ts .  

capacity and then capaci ty addi t ions f o r  the next ten  years. 

4nd i t ' s  a bar graph. And i t  looks l i k e  we have something l i k e  

39,000 megawatts o f  capaci ty dur ing the summer peak. That 's  

in te res t ing .  

It shows e x i s t i n g  

Then i f  you look a t  Dr. Green's e x h i b i t  and you go t o  

'age 12. And then on t h a t  Page 12, i f  you look ,  f i r s t  o f  a l l ,  

a t  the winter peak w e ' l l  see t h a t  i n  the year 2003 o f  t h i s  

FLORIDA PUBLIC SERVICE COMMISSION 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21  

22 

23 

24 

25 

125 

w in te r ,  the  demand on the u t i l i t y  systems f o r  t h e  customers who 

were then operat i  ng t h e i  r e l  e c t r i  cal  appl i ances was something 

l i k e  45,000 megawatts o f  demand. So t h a t ' s  considerably 

demand on the  system l a s t  winter  than t h e  system had avai 

t o  meet t h a t  demand. 

And i f  you go t o  Page 11, we come t o  the  summer 

ess 

ab1 e 

peak, 

and the  summer peak i s  somewhat c loser ,  bu t  i t  s t i l l  shows t h a t  

i n  2002 we had a summer peak demand o f  somewhere around 

40,000 megawatts, which i s  about 1,000 megawatts more than the 

supply t h a t  was avai lab le l a s t  summer i n  F l o r i d a  t o  meet the  

customers I requirements. 

So the  question t h a t  f i r s t  comes t o  your mind i s ,  

w a i t  a minute, where does t h i s  e l e c t r i c i t y  come from? Well,  

your f i r s t  l i n e  o f  defense i s  you have 1 m i l l i o n  res iden t ia l  

customers i n  the s ta te  o f  F lo r i da  who have agreed t o  have t h e i r  

e l e c t r i c a l  appliances cut  o f f  i n  times o f  t he  summer and winter  

peak. Their  a i r - cond i t i one rs  go o f f  i n  the  summer and t h e i r  

heaters go o f f  i n  the  winter ,  and so t h a t  helps b r i n g  the  

demand down t o  the supply l e v e l .  And then you have about 200 

i n d u s t r i a l  customers who have agreed t o  shutdown t h e i r  p lan ts  

and send t h e i r  workers home i n  order - - i f  there  i s n ' t  enough 

supply i n  the  s ta te  t o  meet t h a t  demand. And those two 

components, the m i l l  i o n  res iden t ia l  customers and the 200 

i n d u s t r i a l  customers, supply about 3,500 megawatts o f  capaci ty,  

and t h a t  3,500 megawatts o f  capaci ty i s  what you have t h a t  i s  
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ava i l ab  e when t h a t  supply i s  short. And currently, our supply 
i s  less t h a n  demand i n  the system i f  you look only a t  the 
u t i l i t i es  t h a t  reported t o  the Florida Reliability Council. 

Now, there are other electric u t i l i t i es  i n  the s ta te ,  and those 
electric u t i l i t i es  aren't covered i n  this report. And, t o  some 

degree, I t h i n k  they may be our salvation. 
There's another problem t h a t  occurs t o  me t h a t  I 

would recommend t o  your staff for review. When you show w h a t  

we have i n  the available supply i n  the state,  the question i s ,  
this is  a long,  narrow state,  and can t h a t  supply which may be 
located anywhere i n  the state get t o  the p o i n t  where the 
customers are? And so you need t o  - -  and I haven't heard 
anybody here today say very much about i t  th i s ,  b u t  w h a t  i s  the 
status of F1 orida ' s transmission system? 

Does t h a t  transmission system enable the independent 
power producers t h a t  are i n  Florida and the u t i l i t i es  t h a t  have 
capacity - - Gul f i s  not really connected t o  the rest of the 
state. I t ' s  way out  i n  the peninsula, as you know. So does 
our transmission system t i e  i n  

enable t h a t  electric supply t o  
What's the status of 

dell, tha t ' s  a pretty gloomy p 

nerchants or independent power 
droves for a number of reasons 
problems w i t h  merchant pl ants, 

w i t h  the avai  1 ab1 e capacity and 

get t o  the customers? 
merchant plants i n  Florida? 
cture. We've seen t h a t  
producers have le f t  the state i n  

B u t  there are three real 
as I see i t ,  t h a t  needs t o  be 
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looked i n t o  by your s t a f f .  The ones t h a t  have been able t o  

b u i l d  i n  F lo r ida ,  unless they had a firm contract  w i t h  a 

u t i l i t y ,  have had t o  b u i l d  i n e f f i c i e n t  p lants .  

fuel  e f f i c i e n t .  The ones t h a t  do b u i l d  and are e f f i c i e n t  - -  i f  

they could be s u f f i c i e n t  and i f  t h e i r  supply meets the - -  they 

can s e l l  i t  f o r  cheaper than a u t i l i t y  can produce it, the re ' s  

no ob l iga t ion  i n  the s ta te  o f  F lor ida f o r  t h a t  u t i l i t y  t o  buy 

t h a t  e l e c t r i c i t y .  So they may be there, bu t  t h e r e ' s  no 

ob l iga t ion  t o  buy. And i f  you can use your own f a c i l i t i e s  and 

make more money because you have a fue l  company t h a t  s e l l s  fuel  

t o  your e l e c t r i c  company, there 's  a strong tendency t o  u t i l i z e  

your own equipment ra ther  than buying from a merchant p lan t  

even i f  i t ' s  cheaper. 

They're not 

The major defect  I t h i n k  t h a t  e x i s t s  i n  the  F lo r ida  

wholesale market, which i s  where the supply has got t o  come 

from since the investor-owned and municipal u t i l i t i e s  don ' t  

have adequate supply, i s  there has t o  be some way f o r  people t o  

know what supply i s  avai lab le and what i t  costs. And we used 

t o  have i n  F lo r ida  what they c a l l  the broker system. And i t  

was a good b u l l e t i n  board. And a t  every moment i n  time, the 

broker knew what was avai lab le and what i t  would cost  f o r  h i s  

power. And i f  i t  was cheaper than he was producing it, he 

would b r i n g  i t  i n  from the broker, the cheaper system. 

You d o n ' t  see any broker sales anymore because we 

have a competit ive market and we've got a compet i t ive market i n  
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an area where the supply i s  shor t ,  so the  p r i c e  goes up. And 

t h e r e ' s  no b u l l e t i n  board i f  you wanted t o  buy e l e c t r i c i t y  t o  

done know where t h a t  - -  the  cheapest e l e c t r i c i t y  i s .  I t ' s  a1 

by i nd i v idua l  telephone c a l l s .  So I would t h i n k  I would 

recommend t o  your s t a f f  - -  

CHAIRMAN JABER: What's the OASIS system, 

Mr . McWhi r t e r ?  

MR. McWHIRTER: - -  i n  your monitor ing 

ma ' am? 

CHAIRMAN JABER: Mr . McWhi r t e r  , what ' 

system f o r  then? 

o f  the - -  yes, 

the  OASIS 

MR. McWHIRTER: Well, we don ' t  have an OASIS system 

i n  F lo r i da  t h a t  I ' m  aware o f  t h a t  i s  a decent method f o r  

communicating the  informat ion.  

i n  the  s ta te  where t h e r e ' s  - - FMPA has a pool ,  I th ink ,  and 

others have a pool ,  bu t  i t ' s  not  a good statewide system. And 

the th ings  t h a t  come t o  me - - you know, I ' ve  proven t o  you over 

I t h i n k  there are c e r t a i n  areas 

s tup id  and make comments - -  
JABER: You sa id t h a t .  We've never sa id  

and over again I ' m  

CHAIRMAN 

t h a t .  

MR. McWH 

gotten t o  t h a t  age 

RTER: Well ,  I ' v e  got t o  admit it. I ' v e  

i n  l i f e .  So there may be answers t o  these 

questions, and obviously, you d i d n ' t  want us t o  belabor - -  
CHAIRMAN JABER: No. The purpose o f  my question i s ,  

I thought the  OASIS system replaced the  broker system. Am I 
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just incorrect? 
MR. McWHIRTER: We1 1 ,  you may not be incorrect. The 

FERC came out w i t h  OASIS and tha t ' s  a major component of their 
wholesale power market. 
t h a t  was like an OASIS. Today, the way u t i l i t i es  transfer 
power i s  they'll send out  a request for proposal, like you 

heard one of the u t i l i t i es  t a l k  about ,  and they'll send i t  ou t  
on e-mail, or they'll call their typical suppliers. B u t  
there's no b ig  bulletin board 1 i ke there used t o  be where you 

can say, JEA has some extra power from one of i t s  plants, and 

i t ' s  w i l l i n g  t o  sell this a t  " X "  price. And then you've got  

the transmission problem t h a t  you a l l  have spent a l o t  of time 
looking i n t o  on how t o  get t h a t  power from p o i n t  1. 

In Florida we had the broker system 

Another issue t h a t  Mr. Deason focused on I thought  

dhen the presentations were being made i s ,  w h a t  i s  the age of 

the power plants i n  Florida? Since I 've been around here the, 
last b ig  surge of power p l a n t  bu i ld ing  ended about 1984. 
delve gone for nearly 20 years w i t h o u t  the construction of any 

najor power plants. Now, when those plants came on-line, they 
jave - - they set up a depreciation schedule t o  recover the 
zosts of the plants over their useful l i f e  and tha t ' s  normally 

25 years. Well, our nuclear plants, the Turkey Point  system, I 

think those were b u i l t  i n  the late '60s. The nuclear p l a n t  for 

Vogress Energy was b u i l t  i n  1976. 

3bout 1979. They have a 40-year license. 

So 

I t h i n k  S t .  Lucie came on 
So tha t ' s  a source 
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D f  inexpensive power t h a t ' s  coming near the  end o f  the l i cense 

3eriods. 

Now, i t  may wel l  be t h a t  those p lan ts  have been 

t o t a l l y  r e b u i l t ,  they have been rel icensed, and t h e y ' r e  okay, 

w t  I t h i n k  f o r  your s t a f f  t h a t ' s  c e r t a i n l y  a l eg i t ima te  l i n e  

D f  i n q u i r y  t o  determine i f  those o l d  p lan ts  are s t i l l  v i ab le  

and doing good. And, you know, some o f  them have been 

repowered and we come out b e t t e r  through the  operation. 

One o f  the  i n t e r e s t i n g  th ings  t h a t  has resu l ted  from 

i ndependent power producers i s the  e f f  i c i  ency o f  p l  ants. 01 der 

31ants are not as e f f i c i e n t  as new p lan ts  because subsequent t o  

Section 210 o f  PURPA, new technology has been invented. And as 

you know, these o l d  p lan ts  - - and t h e y ' r e  d i f f e r e n t  f o r  gas and 

fo r  coal ,  but  on average, back i n  the '80s when they were 

m t t i n g  these p lan ts  i n ,  they had a heat r a t e  o f  10,000 t o  

12,000 Btus f o r  every k i l o w a t t  hour t h a t  was produced. And the  

i n te res t i ng  p a r t  o f  t h a t  i s ,  t h a t  means t h a t  the  f o s s i l  fue l  

going i n  has a Btu energy value o f  around 11,000, the e l e c t r i c  

t i l o w a t t  hour coming out  has a Btu value o f  about 3,400. Now, 

that  i s  very i n e f f i c i e n t  from the  fue l  p o i n t  o f  view. The new 

2ombined-cycle p lan ts  and the  other advances t h a t  have been 

nade i n  the system have brought t h a t  down now t o  i n  the range 

3 f  7,000 Btus o f  f o s s i l  fue l  going i n t o  3,400 Btus o f  k i l o w a t t  

lours coming out .  That ' s  much b e t t e r .  

But as a gentleman from Progress Energy opined, and 
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t h a t  was most interesting, he said they look a t  fuel prices 
when they're doing a new generation p lan  and they know t h a t  - -  
well, you remember w h a t  he said, but  the interesting t h i n g  t o  
me was the decision made frequently hinges upon the capital 
cost as opposed t o  the fuel cost. 
spend more i n  capital costs, like a coal p l a n t  t h a t  takes 
longer t o  b u i l d ,  t o  get the benefit of lower-priced coal. And 

unless gas prices are going t o  stay up, there's a 
disinclination t o  b u i l d  a coal plant. B u t  there's another 
factor and t h a t  has t o  do w i t h  your regulatory operation. 

I t  may be t h a t  you have t o  

I f  I'm a u t i l i t y  owner, and I certainly d o n ' t  f a u l t  

them for this because this i s  part of their responsibility, you 

look a t  bu i ld ing  a power p l a n t  w i t h  a high capacity cost and 

buying more expensive fuel, there are two considerations t h a t  I 

ll~ould t h i n k  t h a t  i f  I were a u t i l i t y  owner would occur t o  me. 
-le said, well, I sell fuel t o  my power p l a n t ,  so I ' d  like t o  
keep doing t h a t ,  and I d o n ' t  want t o  reduce the amount of fuel 
I buy. And the other t h i n g  i s  the fuel cost i s  passed directly 
to the customers w i t h  guaranteed recovery. Whereas, i f  I spend 
noney on capacity, i t  will be a number of years before t h a t  
zapacity comes on-line. I t ' s  going t o  affect my earnings, and 

I can p u t  the capacity on w i t h  no change i n  rates unless my 

return on equity fa l ls  below a certain level. So given the 
jecision of whether t o  b u i l d  a new p l a n t  for - -  t o  o b t a i n  some 
2fficiencies and get rid of some of the o ld  plants, the 
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decision - -  there 's  a strong tendency t o  do something t h a t ' s  

more expensive than fuel  and less expensive i n  cap i ta l  costs. 

CHAIRMAN JABER: Mr. McWhirter, j u s t  g ive me an idea 

o f  how much longer you've got.  

MR. McWHIRTER: 

CHAIRMAN JABER: 

MR. McWHIRTER: Okay. I say t h a t  because I ' m  j u s t  

about done. The transmission system I mentioned before, and I 

th ink  t h a t ' s  a very serious problem f o r  us because you remember 

during the RTO GridFlorida s t u f f  they say t h e y ' r e  going t o  now 

spend a b i l l i o n  do l l a rs  t o  upgrade our transmission system. So 

rJe may have some real  problems. And I hope y o u - a l l  have your 

s t a f f  look ser ious ly  a t  the  transmission system. 

I would say 2 minutes and 17 seconds. 

I ' m  going t o  hold you t o  i t . 

So recommendations f o r  s t a f f  i n q u i r y  i s  the  age o f  

the u t i l i t i e s  t h a t  are content here, the p r i c e  e l a s t i c i t y  o f  

ISM. 

they get too co ld i n  the winter  and too hot, and my c l i e n t s  

leave the s tate.  The open wholesale market, i s  there,  i n  f a c t ,  

transparent p r ic ing? Should u t i l i t i e s  be required t o  buy from 

the l eas t  source cost provider? And what i s  the  s tatus o f  

nerchant p lants  i n  the system, and does i t  have reasonable 

3ccess t o  the  u t i l i t i e s ?  

I 've not iced t h a t  people leave DSM when the  p r i c e  - - when 

And I thank you f o r  l e t t i n g  me put  you t o  sleep t h i s  

3fternoon, but  those are the k ind  o f  th ings t h a t  g ive  consumers 

ieartburn i f  you know a l i t t l e  b i t  about the business. And I 
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appreciate you tak ing  the time t o  l i s t e n  t o  it. 

CHAIRMAN JABER: Thank you f o r  being here. 

Commissioners, do you have any questions o f  

Mr. McWh 

the 

VJOU 

YOU 

had 

r t e r ?  

S t a f f ?  

MR. HAFF: NO. 

CHAIRMAN JABER: I have questions f o r  you s t a f f .  The 

age o f  the i n f ras t ruc tu re  has come up several t imes, and I 

don ' t  t h i n k  we have t r a d i t i o n a l l y  included a sect ion on t h a t  i n  

repor t ,  a t  l eas t  I d o n ' t  r e c a l l .  But t he re ' s  nothing t h a t  

d preclude us from inc lud ing i t  i n  a section, maybe other? 

MR. HAFF: Yeah, I was j u s t  going t o  comment t h a t ,  

know, some o f  the questions I asked a few o f  the  IOUs today 

t o  do w i t h  a cost-ef fect iveness analysis o f  r e t i r i n g  o lder  

un i ts  and how t h a t ' s  evaluated on a year- to-year  basis f o r  

planning purposes, and t h a t ,  I th ink ,  s o r t  o f  - -  I thought i t  

got t o  Mr. McWhirter's po in t  o f ,  you know, how long do you keep 

aging u n i t s  on - l i ne .  

As f a r  as operating older un i t s ,  i f  they become 

i n e f f i c i e n t ,  then they go fu r ther  and fu r the r  down the dispatch 

wder ,  and t h e y ' r e  not dispatched as o f ten.  So unless they ' re  

r e a l l y  needed, the  o lder  u n i t s  may not run as f requent ly  and 

t h a t ' s  s o r t  o f  an operational - - 

CHAIRMAN JABER: Well, as a foundation do you even 

know the age o f  each u n i t ?  I s  t h a t  in format ion you r e a d i l y  
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have? 

MR. HAFF: Yes. The i n - s e r v i c e  date o f  each o f  the 

un i t s  i s  i n  the ten-year s i t e  plan. 

CHAIRMAN JABER: Okay. Commissioners, I th ink  i t  

would be good t o  have some discussion o f  how the  ret irements 

factor  i n t o  planning purposes. And t o  the degree you need 

addi t ional  information, I would hope you j u s t  pursue t h a t  post 

t h i s  workshop and include whatever informat ion you have. 

MR. HAFF: How do retirements a f f e c t  the  planning 

process? 

CHAIRMAN JABER: And, what, you sa id w i t h  regard t o  

the cost-ef fect iveness o f  the retirements? I t h i n k  t h a t ' s  what 

Commissioner Deason was asking about several times. Include 

t h a t  discussion. 

MR. HAFF: Okay. 

CHAIRMAN JABER: With regard t o  the  transparent 

p r i c ing ,  I could be completely wrong, but  I thought t h a t  there 

i s  a mechanism i n  place f o r  - -  the  po in t  was people don ' t  know 

what supply i s  avai lab le and a t  what p r i ce .  

MR. HAFF: Yeah. There's a FLOASIS system. I know 

Ms. Campbell knows f a r  more than me about FLOASIS, but it 

p r e t t y  much replaced the broker system f o r  hour ly  p r i c i n g  o f  

what's avai lab le and what u t i l i t i e s  need. 

MR. BALLINGER: Now, Commissioners, I need t o  cor rec t  

Mike a l i t t l e  b i t .  The FLOASIS i s  f o r  transmission 
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reservations f o r  contract  arrangements. The broker system 

b a s i c a l l y  faded away i n  l i e u  o f  - -  remember, the broker system 

was based on a sp l i t - t he -sav ings  approach. You had cost 

informat ion on both ends, the buyer and s e l l e r ;  the  t ransact ion 

p r i c e  would be i n  the middle. That and the evolv ing o f  the 

competit ive market, we've gone t o  more market-based ra tes  where 

people can j u s t  negot iate ra tes  so t h a t  f i x e d  mechanism has 

gone away i n  preference f o r  negotiated terms. So people are 

making deals over the phones. And w i t h  the c o n f i d e n t i a l i t y ,  

t hey ' re  not d isc los ing  who i t ' s  w i t h  and t h a t  th ing .  So 

the re ' s  not a b u l l e t i n  board f o r  somebody t o  go look a t ,  bu t  

the t ransact ions have a c t u a l l y  been increasing. 

MR. McWHIRTER: PMJ has something - -  

CHAIRMAN JABER: Hang on second. As we promote and 

continue on w i t h  the wholesale competit ive market, though, 

market- based transact ions are exac t ly  what you want t o  promote. 

MR. BALLINGER: Exact ly.  

CHAIRMAN JABER: Okay. Mr . McWhi r t e r  . 
MR. McWHIRTER: I was j u s t  going t o  say you've got t o  

have a market before you can have a market-based t ransact ion.  

And f people - - i f  the p r i ces  are conf ident ia l  , nobody knows 

what the p r i c e  i s .  So PMJ has a system where you - - you know, 

people the day before show what t h e i r  p r i c e  i s  going t o  be, and 

the u t i l i t i e s  can a l l  b i d  on t h a t .  We d o n ' t  have t h a t ,  I d o n ' t  

t h ink .  
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CHAIRMAN JABER: Thank you, M r .  McWhi r t e r  . 

Commissioners, any other questions o f  s t a f f  before we 

go on t o  Mr. Green? 

Did you switch on me? 

MR. GREEN: Well, Mr. Moyle f igured  t h a t  I can go 

f i r s t .  

CHAIRMAN JABER: Oh, okay. Why d o n ' t  we make sure 

we've got the  l a s t  l i s t ?  Mr. Moyle and then M r .  Green. That ' s  

it? Okay. Because I have t o  t e l l  you, I returned my sandwich, 

so I have not eaten lunch. 

Mr. Moyle. 

MR. MOYLE: Thank you, Madam Chairman. And I ' m  going 

t o  be b r i e f .  You-a l l  have had a long day and a l o t  o f  

presentations and whatnot. There's one t h i n g  I j u s t  wanted t o  

make sure was on the  radar screen because I understand t h i s  

proceeding t o  be a 1 ook a t  the  re1 i abi 1 i t y  o f  energy i n  the  

s ta te  and t o  take i n t o  account a l o t  o f  d i f f e r e n t  th ings,  and 

you've heard a l o t  o f  them today. But i t  seems t o  me t h a t  

there 's  a t rend developing t h a t  p o t e n t i a l l y  could impact 

r e l i a b i l i t y  t h a t  I t h i n k  ought t o  be given some consideration. 

And I don ' t  have an answer t o  i t , but  I t h i n k  i t ' s  appropriate 

t o  pose i t  as a question, which i s ,  a l o t  o f  generation u n i t s  

are being proposed around the  s t a t e  and s i t e d  i n  the  s ta te  i n  a 

day t h a t  consol idates the  assets, and given the  age t h a t  we 

l i v e  i n ,  p a r t i c u l a r l y  i f  those generation f a c i l i t i e s  and 
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c lus ters  are a long way away from the load w i t h  a l o t  o f  

transmission l i n e s  and whatnot, i t  seems t o  me an i n q u i r y  needs 

t o  be made as t o  whether t h a t ' s  the  best way t o  assure 

r e l i a b i l i t i e s ,  t o  have a l o t  o f  assets i n  one place, o r  does i t  

make sense p o t e n t i a l l y  t o  have the assets d i v e r s i f i e d  and 

spread out and maybe closer t o  load centers? 

You know, when you t a l k  about d i v e r s i t y  o f  fue l  

supply and mix and whatnot, I t h i n k  a question, a t  l eas t  i n  my 

mind anyway, has been raised w i t h  respect t o  d i v e r s i t y  o f  p lan t  

locat ions.  And I th ink  i n  some instances you ' re  seeing a l o t  

o f  eggs being put i n t o  one basket. 

t ha t  po in t .  And thank you. 

So I j u s t  wanted t o  make 

CHAIRMAN JABER: Thank you, Mr. Moyle. 

MR. GREEN: Thank you, Madam Commissioner. 

Commi ss i  oner , I ' m M i  ke Green represent i  ng the i ndependent power 

producers i n  the s tate.  

one comment and maybe o f f e r  two questions perhaps o f  FRCC or  o f  

s t a f f .  F i r s t  comment being - -  and I promise I'll be done i n  

about three minutes. The comment being tha t ,  you know, we - - 
PACE r e a l l y  - -  i t ' s  re f reshing t o  see t h a t  Tampa E l e c t r i c  has 

v o l u n t a r i l y  issued an RFP, i f  you w i l l ,  f o r  some peaking 

capacity, though t h a t  i s  not required by the new B id  Rule 

t h a t ' s  out.  But they have s o l i c i t e d  b ids on some peaking 

capacity i n  '05 ,  and F lor ida PACE commends TECO on t h a t  e f f o r t .  

I appreciate the  opportuni ty t o  make 

It only  makes sense t h a t ,  as you've heard today, i f  
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t he re ' s  14,000 or 16,000 megawatts o f  new capaci ty coming down 

the p ike,  whatever the number i s ,  and t h a t ' s  going t o  cost 

anywhere between $6, $7, $8 b i  11 i o n  t o  somebody t h a t  ' s seeking 

competit ive b ids on a l l  t h a t  capacity, i t  on ly  seems t o  make 

sense. And so we are refreshed t o  see Tampa E l e c t r i c  

v o l u n t a r i l y  tak ing  tha t  and broadening the  scope o f  the 

e x i s t i n g  B id  Rule. 

F i r s t  question perhaps f o r  FRCC, and I guess i t  

fol lows up on what John Moyle j u s t  said, and t h a t ' s  a 

r e l i a b i l i t y  issue, and I guess j u s t  t o  expand f o r  30 second on 

what John said. For example, a Hines u n i t ,  they have Hines 1, 

2, proposed 3, 4, 5, 6, I d o n ' t  know i f  i t  goes t o  7 o r  not,  

but  you've got 3,000 or 4,000 megawatts t h a t ' s  going t o  be 

located i n  one 1,600-acre fa rm.  The r i s k  t o  r e l i a b i l i t y  o f ,  

you know, one mishap t o  a transmission g r i d  or one mishap t o  a 

f ue l ,  you know, in f low t o  t h a t  s i t e  o r  one mishap t o  water can 

cut,  you know, what, 25 or  30 percent o f  t h e i r  t o t a l  capacity 

o f f  the  g r id?  Having some d i v e r s i t y ,  geographic d i v e r s i t y  

spreading t h a t  3,000 or 4,000 megawatts out between s i x ,  seven, 

or e igh t  d i f f e r e n t  s i t es  would appear t o  me t o  have less  r i s k  

t o  calamit ies.  That, as John said,  i n  t h i s  day o f  increased 

awareness t o  terror ism, everything else, t h a t  might be an 

increase i n  re1 i a b i l  i t y  and has - - the question being, has FRCC 

or s t a f f  r e a l l y  looked i n t o  the r i s k  on r e l i a b i l i t y  o f  

central  i z i n g  generation as opposed t o  geographical ly 
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d i v e r s i f y i n g  t h a t  generation? 

Second question, again, maybe f o r  s t a f f  i s  - -  and I 

t h ink  Mr. H a f f  mentioned j u s t  a few minutes ago 

cost-ef fect iveness o f  the un i t s ,  and i n  t h a t  cost -ef fect iveness 

evaluation, i s  there any ongoing t rack ing  o f  t he  costs o f  the 

u n i t s  proposed i n  the ten-year s i t e  plans as compared t o  what 

one the  RFPs t h a t  ended up i n  the decision t o  b u i l d  those 

plants? 

For example, I th ink  i n  the FPL ten-year s i t e  plan 

Mart in Un i t  8 i s  - -  i f  I do the math r i g h t  i s  cost ing about 

$20 m i l l i o n  more than what they said a few months e a r l i e r  i n  

the need determination hearing o f  what the  Mart in  Un i t  8 would 

cost. The f i x e d  O&M costs quoted i n  the 2003 ten-year s i t e  

p lan o f  $9.07 I t h ink  i s  what they quote per k i l o w a t t  year. 

That compares t o  the $7.75 per k i l owa t t  year quote t h a t  was 

used i n  the  evaluat ion o f  a l t e rna t i ve  b ids.  And t h a t  17 

percent increase i n  f i x e d  O&M spread out over a 25- o r  30-year 

l i f e  o f  a p l a n t  i s  a s i g n i f i c a n t  amount o f  money when you ' re  

t a l k i n g  about a p lan t  t h a t  i s  1 m i l l i o n  k i l owa t t s .  Every 

d o l l a r  per k i l o w a t t  hour - - o r  k i l owa t t  year i s  a l o t  o f  

do l la rs .  And j u s t  a question t o  the s t a f f :  

ongoing t rack ing  o f  t h a t  i n  the cost -ef fect iveness comparison 

tha t  Mr. H a f f  had ta lked  about? 

Is there any 

CHAIRMAN JABER: Thank you, Mr. Green. 

MR. GREEN: That concludes my comments and questions. 
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Thank you, Ma'am. 

CHAIRMAN JABER: Thank you. Mr. Ba l l inger ,  w i t h  

regard t o  the l a s t  question f irst, i t ' s  my reco l l ec t i on  from 

the need cases t h a t  you look a t  the costs exceeding pro ject ions 

only i f  there i s  a cost recovery case? 

Correct, t h a t ' s  when we would look a t  

the time when they come i n  f o r  cost 

MR. BALLINGER: 

the cost o f  the p lan t ,  a t  

recovery. 

CHAIRMAN JABER: 

the ten-year s i t e  plan p r  

MR. BALLINGER: 

So t h a t  issue was never addressed i n  

ceedi ng? 

No. Now, I don ' t  know what k ind  o f  

informat ion we get from an accounting perspective as f a r  as 

what's being booked as the u n i t  i s  being constructed. 

know i f  the re ' s  any t rack ing  there.  

CHAIRMAN JABER: And I r e c a l l  your pos i t ion ,  which I 

I d o n ' t  

agree wi th ,  i s  t h a t  t h a t  issue i s  only re levant  t o  the degree 

the companies are t r y i n g  t o  recover the incremental d i f ference.  

MR. BALLINGER: That 's  - -  I mean, i n  essence, t h a t ' s  

what you ' re  looking - -  i s  t h a t  de l ta  between what they sa id i n  

the RFP a t  the beginning o f  the need determination versus what 

you come i n  a t .  

CHAIRMAN JABER: With regard t o  the  f i r s t  question on 

geographic d i v e r s i t y  and whether t h a t  br ings ess r i s k ,  I d o n ' t  

know i f  the FRCC i s  here, but  I w i l l  g ive you a very b r i e f  

opportuni ty t o  respond i f  you are. The question i s ,  does the  
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FRCC consider centra l ized generation and the e f f e c t  on 

re1 i abi 1 i ty? 

MS. CAMPBELL: I am s t i l l  here. My plane i s  going t o  

be a t  f i v e ,  so I ' v e  been s t i c k i n g  around. Yes. The FRCC does 

do transmission studies, and they look a t  the loca t ion ,  

whatever happens t o  be i n  a l l  o f  the ind iv idua l  u t i l i t y ' s  

planning models. They do a ten-year study, so we d i d  look out 

ten years i n  advance. And i f  these projected u n i t s  are i n  

these u t i l i t i e s '  models, t h a t  t h e y ' r e  incorporated i n t o  an 

aggregate database, then i t ' s  looked a t .  And t h e y ' l l  do 

contingency analysis upon t h a t  t o  see i f  there are any problems 

looming out there. They w i l l  look a t  i f  there are actions t h a t  

can be taken, and i f  there are not ,  they w i l l  b r i n g  t h a t  t o  the  

engineering committee who w i l l  then look a t  t h i s  and t r y  t o  

determine where i t  needs t o  go. 

group o f  the FRCC does do an analysis i n  the long run o f  

transmission plans w i t h  the  added generation i n  mind. 

So the transmission working 

CHAIRMAN JABER: Commissioners, do you have any other 

questions? 

S t a f f ?  

Thank you very much. I want t o  thank the 

par t i c ipants  i n  today 's  workshop. 

S t a f f ,  g ive us a very quick plan f o r  what you expect 

t o  do next. 

MR. HAFF: Okay. We' l l  w r i t e  the d r a f t  review and 
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iring i t  t o  Internal Affairs. I have two potential dates, 
qovember 24th or December 1st .  
tnternal Affairs meetings, and we'll bring the f i n a l  report for 
your review a t  t h a t  time. 

I t  will be one of those two 

CHAIRMAN JABER: Okay. And there are some th ings  we 
sked you t o  follow up on, so I would just ask t h a t  you work 
Zlosely w i t h  the people t h a t  participated i n  the workshop and 

dice versa. 
MR. HAFF: Yes. 
CHAIRMAN JABER: Thank you again for participating. 

rhis workshop i s  over. Thanks. 
(Workshop concluded a t  3:15 p.m.1 

- - - - -  
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