BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

Inre: Generic investigation
into the aggregate electric
utility reserve margins planned
for Peninsular Florida.

DOCKET NO. 981890-EU

ORfG/NAL

Submitted for filing: Oct. 4, 1999

PREHEARING STATEMENT OF
FLORIDA POWER CORPORATION

Pursuant to Order No. PSC-99-1215-PCO-EU, Florida Power Corporation (FPC) hereby
submits its Prehearing Statement in this matter, and states as follows:

A. APPEARANCES

James A. McGee, Esq., Florida Power Corporation
Post Office Box 14042, St. Petersburg, FL 33733

Gary L. Sasso, Esq., Carlton, Fields, Ward, Emmanuel, Smith & Cutler, P.A,,

Post Office Box 2861,
St. Petersburg, Florida 33731

On behalf of Florida Power Corporation
B. WITNESSES

Witness Subject Matter Issues

John B. Crisp All issues identified 1-19
in Order No. PSC-99-1274-
PCO-EU
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D. STATEMENT OF BASIC POSITION

As a procedural matter, the Commission determined that this docket should be opened as
an “investigation” to enable the Commission to investigate the methodology for determining
reserve margins. Although the Commission has statutory authority to conduct such an
investigation and to summon witnesses and to require the production of documents as part of any
proper investigation, the Commission does not have authority under existing law to make any
finding or decision that affects the substantial interests of a utility or any other party at the
conclusion of the investigation. See Rule 28-106.101(2), Fla. Admin. Code. Nor does the
Commission have authority under existing law to conduct an “investigation” under rules that
apply exclusively to “adjudication’s” under Chapter 120 of the Florida Administrative
Procedures Act. /d. Accordingly, to the extent that the Commission has required that “parties”
file “prehearing statements” under rules applicable to adjudication’s under Chapter 120, the
Commission is proceeding in a manner contrary to applicable law. FPC files this prehearing
statement without prejudice to its position that this proceeding is an “investigation” and that
neither the Commission nor any party has properly initiated a proceeding to determine the
substantial interests of FPC or any other “party.”

With respect to the issues identified in Order No. PSC-99-1274-PCO-EU, FPC’s basic
position is as follows:

FPC appropriately plans its resources to ensure a minimum 15% reserve margin,
forecasted over seasonal winter and summer peak demand. (FPC also seeks to satisfy an assisted
Loss of Load Probability (LOLP) criterion of 0.1 days per year.) FPC’s methodology for

calculating reserve margins is consistent with both the formula set forth in FPSC Rule 25-6.035

(relating to reserve sharing) and the FRCC’s methodology, and may be reflected as follows:
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Reserve Margin (%) = [(Total Firm Capacity — Peak Firm Demand)/Peak Firm Demand)] x 100

In making this determination, FPC and FRCC define Total Firm Capacity to include only firm
supply resources. Non-firm supply resources, such as unsubscribed portions of qualifying
facilities and purpose-built merchant plants, may not be counted on to serve peak loads within
Peninsular Florida.

In assessing load, FPC evaluates individual components of customer load, which include
retail load, retail Energy Management capability, retail interruptible capability, and firm
wholesale requirements. A firm load forecast is then developed and adjusted for peak
coincidence. Peak coincidence and the resulting seasonal peak load will vary from utility to
utility.

Each utility must balance Direct Load Control (DLC) programs with other resources to
ensure that appropriate levels of reliability and customer satisfaction are maintained. Because
utility-specific considerations such as customer preferences, customer demographics, and
customer responses to program design and tariff provisions drive this analysis, generic
prescriptions or caps are not appropriate.

Likewise, lead times for generation development must be appropriate and must be
determined by each utility based on its individual circumstances. A generic accommodation for
equipment delays is not warranted.

Historical weather conditions must be analyzed for FPC’s projections of seasonal peak
load. FPC’s methodology is unique to its service territory and integrates adjustments peculiar to
FPC’s peak load usage patterns.

For all these reasons, promulgating formal reserve margin requirements or imposing a

particular methodology on individual utilities would not be appropriate or beneficial. Each
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utility must balance a unique set of supply, demand, and economic circumstances in the context
of specific customer demographics and relationships, system size, the size and flexibility of
supply resources, and unique geographic and weather conditions to determine the best manner of
meeting its obligations to maintain adequate power resources at a reasonable cost. The
Commission’s review of each utility’s 10 Year Site Plan on an annual basis continues to be the
most effective way to evaluate the adequacy of a particular utility’s reserves and affords the
Commission a timely and meaningful opportunity to address any perceived planning problems
on a utility by utility basis.

Similarly, the FPSC need not establish any formal regulatory standards relating to
aggregate reserve margins at this time. The FRCC has adopted a 15% planning reserve margin
standard for Peninsular Florida (supplemented by an LOLP analysis). Using this reserve margin
standard, the FRCC is able to evaluate and ensure the aggregate existence of adequate reserves
on an annual basis. In addition, FPSC Rule 25-6.035 establishes an equitable reserve sharing
standard that requires each utility to maintain a minimum 15% planned reserve margin in order
to qualify for the sharing of energy reserves. These existing approaches are consistent with
industry standards used throughout the country and constitute an appropriate and adequate means

to ensure a continuing reliable power supply in Peninsular Florida.

E. STATE OF POSITION ON SPECIFIC ISSUES

ISSUE 1: What is the appropriate methodology, for planning purposes, for calculating
reserve margins for individual utilities and for Peninsular Florida?

FPC: The methodology currently used by FPC to calculate reserve margins is consistent
with both the formula set forth in FPSC Rule 25-6.035 and the FRCC’s
methodology and continues to be an appropriate methodology for calculating
reserve margins for planning purposes for FPC and Peninsular Florida.
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ISSUE 2:

ISSUE 3:
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What is the appropriate methodology, for planning purposes, for evaluating
reserve margins for individual utilities and for Peninsular Florida?

The FRCC’s methodology (as described in FRCC testimony and exhibits)
provides an appropriate means to evaluate reserve margins for Peninsular Florida.
FPC’s methodology is appropriate for FPC, but no uniform criteria or
methodology should be imposed for all utilities.

How should the individual components of an individual or peninsular Florida
percent reserve margin planning criterion be defined:

A. Capacity available at time of peak (Ex. QF capacity, firm and non-firm
purchases and non-committed capacity). Should equipment delays be taken into
account?

B. Seasonal firm peak demand. Over what period (hourly, 30 min., 15 min.)
should the seasonal firm peak demand be determined? What is the proper method
of accounting for the diversity of the individual utilities’ seasonal firm peak
demands and load uncertainly? Is sufficient load uncertainty data available and
being used? How are interruptible, curtailable, load management and wholesale
loads treated at the end of their tariff or contract termination period? How should
demand and/or energy use reduction options be evaluated and included in
planning and setting reserve margins?

C. Should a percent reserve margin planning criterion be determined on an
annual, seasonal, monthly, daily, or hourly basis?

Reserve margins are appropriately assessed on a seasonal basis over an integrated
one hour period for seasonal peak demand. Only firm supply resources should be
included in any reserve margin calculation, and a generic accommodation for
equipment delays is not warranted or appropriate. FRCC properly accounts for
diversity in individual utilities peaks and aggregates both historical and forecast
weather data to ensure a reasonable assessment of load uncertainty. Direct Load
Control (DLC) programs like load management and interruptible service are
assumed by FPC to continue during the forecast periods, but FPC closely
monitors customer participation and notice and sunset provisions, making
appropriate changes based on participation patterns. Wholesale requirements
customers are projected by FPC to continue purchasing for the relevant contract
period. Each utility must determine the appropriate mix of resources (supply or
demand) necessary to achieve a level of reliability and customer satisfaction, but



ISSUE 6:

FPC:

ISSUE 7:

ISSUE 9:
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these considerations are company specific and should be dealt with and evaluated
by individual utilities.

How should generating units be rated (MW) for inclusion in a percent reserve
margin planning criterion calculation?

FPC files plant ratings with the FPSC, the FRCC, and the Federal Government
using the SERC rating conventions based on actual plant test data for reliable
operations at 40° F (winter) and 90° F (summer). For purposes of long-term
planning with “normalized” weather peak forecasts, this convention remains
appropriate.

How should individual utility’s reserve margins be integrated into the aggregated
reserve margin for Peninsular Florida?

Individual utility reserve margins should not be integrated. Rather, the individual
utilities’ firm supply resources and firm load obligation forecasts should be
integrated to a Peninsular Florida level.

Should there be a limit on the ratio of non-firm load to MW reserves? If so, what
should that ratio be?

No. There should not be a limit imposed on non-firm load. Rather, these issues
should be dealt with by each utility individually, as it balances the resource mix in
its long-term planning process.

Should there be a minimum of supply-side resources when determining reserve
margins? If so, what is the appropriate minimum level?

No. Like Issue 6, this question again seeks to limit the mix of supply resources
and load control in determining reserve margins. There should not be a mandated
minimum for supply-side resources for individual utilities or the FRCC.

What, if any, planning criteria should be used to assess the generation adequacy
of individual utilities?

Each utility is balancing a unique set of circumstances, and a uniform criteria or
methodology for evaluating reserves for all utilities is not appropriate.

Should the import capability of Peninsular Florida be accounted for in measuring
and evaluating reserve margins and other reliability criteria, both for individual
utilities and for Peninsular Florida?
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Yes, the portions of the interface that are committed to firm supply contracts
should be and already are accounted for in the reserve margin assessments by
individual utilities and FRCC. The balance of the interface may be taken into
account in an assisted LOLP analysis.

Do the following utilities appropriately account for historical winter and summer
temperatures when forecasting seasonal peak loads for purposes of establishing a
percent reserve margin planning criterion?

City of Homestead

City of Lake Worth Ultilities

City of Lakeland

City of Tallahassee

Florida Power and Light Company
Florida Power Corporation

Florida Municipal Power Agency
Gainesville Regional Utilities
Jacksonville Electric Authority
Kissimmee Utility Authority
Orlando Utilities Commission
Reedy Creek Improvement District
Seminole Electric Cooperative
Tampa Electric Company

Utilities Commission of New Smyrna Beach

OZZFrR-FIOTMmO 0wy

Yes. FPC projections of seasonal peak demand use the most appropriate measure
of historical weather conditions that have impacted the historical recorded
seasonal peaks in FPC’s service territory.

Has the Florida Reliability Coordinating Council’s 15 percent reserve margin
planning criterion, or any other proposed reserve margin criterion, been
adequately tested to warrant using it as a planning criterion for the review of
generation adequacy on a Peninsula Florida basis? If the answer is no, what
planning criterion should be used?

Yes. The FRCC’s current 15% reserve margin standard and its underlying
analysis are appropriate measures for examining supply adequacy for Peninsular
Florida. The FRCC’s standard is also consistent with that of several other NERC
Regions that use reserve margin standards and has been validated empirically
over years of successful operations.
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What percent reserve margin is currently planned for each of the following
utilities and is it sufficient to provide an adequate and reliable source of energy
for operational and emergency purposes in Florida?

City of Homestead

City of Lake Worth Utilities

City of Lakeland

City of Tallahassee

Florida Power and Light Company
Florida Power Corporation

Florida Municipal Power Agency
Gainesville Regional Utilities
Jacksonville Electric Authority
Kissimmee Utility Authority
Orlando Utilities Commission
Reedy Creek Improvement District
Seminole Electric Cooperative
Tampa Electric Company

Utilities Commission of New Smyrma Beach

CZZrR=rHOAmMUOWp

FPC uses long-range resource planning criteria of a minimum 15% reserve
margin and 0.1 LOLP. FPC’s Ten Year Site Plan reflects reserves that exceed
this minimum planning criterion. FPC’s plan provides for adequate, reliable, and
economic energy to meet the needs of its customers.

How does the reliability criteria adopted by the FRCC compare to the reliability
criteria adopted by other reliability councils?

The FRCC’s research on reliability criteria in other reliability regions indicates
that its 15% reserve margin standard is reasonably consistent with criteria being
used in other areas of the Country.

Should the Commission adopt a reserve margin standard for individual utilities in
Florida? If so, what should be the appropriate reserve margin criteria for
individual utilities in Florida? Should there be a transition period for utilities to
meet that standard?

No. Each utility faces a unique set of circumstances for which it needs to
establish long-term planning approaches. Rule 25-6.035 adequately addresses any
concerns about equitable sharing of reserves, and no additional criteria or
standards are needed. If new standards are set, an appropriate transition period
should be provided.
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Should the Commission adopt a reserve margin standard for Peninsular Florida?
If so, what should be the appropriate reserve margin criteria for Peninsular
Florida?

No, the Commission should not adopt a reserve margin standard for Peninsular
Florida. The FPSC may obtain necessary assurances about the adequacy of power
resources in Peninsular Florida through its active support of and participation in
the FRCC’s annual adequacy planning activities.

Should the Commission adopt a maximum reserve margin criterion or other
reliability criterion for planning purposes; e.g., the level of reserves necessary to
avoid interrupting firm load during weather conditions like those experienced on
the following dates: 01/08/70, 01/17/77,01/13/81, 01/18/81, 12/19/81, 12/25/83,
01/21/85, 01/21/86 and 12/23/89?

No. A maximum reserve margin limit should not be necessary. The present
regulatory process imposes sufficient limits on additions of significant generation
as a result of the economic and environmental considerations that must be
addressed.

What percent reserve margin is currently planned for Peninsula Florida and is it
sufficient to provide an adequate and reliable source of energy for operational and
emergency purposes in Peninsula Florida?

The FRCC reserve margin standard establishes a 15% minimum threshold for
Peninsular Florida. FPC endorses the FRCC studies and conclusions, which
indicate that reserve margin levels will be above the minimum for the planning
horizon and will be sufficient to provide adequate and reliable energy supplies for
Peninsular Florida.

Can out-of-Peninsular Florida power sales interfere with the availability of
Peninsular Florida reserve capacity to serve Peninsular Florida consumers during
a capacity shortage? If so, how should such sales be accounted for in establishing
a reserve margin standard?

Long-term power sales are already included in the selling utility’s planning load,
and thus do not impact reserves. From a short-term operating perspective, utilities
can examine the state of their systems before making arrangements to sell power
and must make judgments regarding the appropriateness of off-system sales.



ISSUE 19:  Based on the resolution of Issues 1 through 18, what follow-up action, if any,
should the Commission pursue?

FPC: The FPSC should continue to monitor reserve margins in Florida through the 10
Year Site Plan review process without changing the criteria that the FPSC has
traditionally used.

F. STIPULATED ISSUES
None at this time.

G. PENDING MOTIONS
Florida Power Corporation’s Request for Confidential Classification
Reliant Energy Power Generation, Inc.’s Petition to Intervene
LEAF’s Motion for Order to Compel Discovery (TECO)
LEAF’s Motion for Order to Compel Discovery (FP&L)

FIPUG’s Motion to Compel the Florida Reliability Coordinating Council to
Respond to Discovery

Tampa Electric Company’s Objections, Motion for Protective Order and Written
Response to Florida Industrial Power Users Group’s First Request for Production
to Tampa Electric Company (Nos. 1-6) and First Set of Interrogatories to Tampa
Electric Company (Nos. 1-16)

The Florida Industrial Power Users’ Group’s Motion to Compel Florida Power &
Light Company to Respond to Discovery

The Florida Industrial Power Users’ Group’s Motion to Compel Tampa Electric
Company to Respond to Discovery

Florida Reliability Coordinating Council’s Notice of Intent to Request
Confidential Classification
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Respectfully submitted,

FLORIDA POWER CORPORATION

JAMES A. McGEE ARY L. SASSO

Senior Counsel Florida Bar No. 622575
FLORIDA POWER CORPORATION Carlton, Fields, Ward,

P.O. Box 14042 Emmanuel, Smith & Cutler
St. Petersburg, Florida 33733 Post Office Box 2861
Telephone: (727) 820-5844 St. Petersburg, FL. 33731
Facsimile: (727) 820-5519 Telephone: (727) 821-7000

Telecopier: (727) 822-3768
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CERTIFICATE OF SERVICE

I HEREBY CERTIFY that a true and correct copy of the foregoing PREHEARING
STATEMENT OF FLORIDA POWER CORPORATION has been furnished by U.S. Mail to
the following counsel of record this 4™ day of October, 1999.

Attorney
COUNSEL OF RECORD:
Robert Scheffel Wright Jeffrey Stone
John T. LaVia Beggs & Lane Law Firm
Landers & Parsons, P.A. P.O. Box 12950
310 West College Avenue Pensacola, FL 32576-2950

Tallahassee, FL 32301

Phone: (850) 681-0311

Fax: (850)224-5595

Attorneys for Duke Energy Power Services,
LLC; Black & Veatch

Michelle Hershel

Post Office Box 590

Tallahassee, FL 32302

Phone: (850) 877-6166

Fax: (850) 656-5485

Attorney for Florida Electric Cooperative
Assoc.

Vicki Kaufman

John A. McGlothlin

McWhirter Reeves

117 S. Gadsden Street

Tallahassee, FL 32301

Telephone: (850) 222-2525

Fax: (850) 222-5606

Attorney for Florida Industrial Power Users
Group and Reliant Energy Power Generation,
Inc.
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Phone: (850) 432-2451
Fax: (850) 469-3330
Attorneys for Gulf Power Company

Richard Zambo

598 SW Hidden River Avenue

Palm City, FL 34990

Phone: (561) 220-9163

Fax: (561) 220-9402

Attorney for Florida Industrial Cogeneration
Association

John W. McWhirter, Jr.

McWhirter Reeves

Post Office Box 3350

Tampa, FL 33601

Telephone: (813) 224-0866

Fax: (813) 221-1854

Attorney for Florida Industrial Power Users
Group



Frederick M. Bryant, Esq.

2010 Delta Boulevard

Post Office Box 3209

Tallahassee, FL 32315

Phone: (850)297-2011

Fax: (850)297-2014

Attorney for Florida Municipal Power Agency

Paul Sexton

Thornton Williams & Associates

Post Office Box 10109

Tallahassee, FL 32302

Phone: (850) 224-3999

Fax: (850) 224-0099

Attorneys for Florida Reliability Coordinating
Council

Gail Kamaras

Debra Swim

Legal Environmental Assistance
Foundation, Inc.

1114 Thomasville Road, Ste. E

Tallahassee, FL 32303-6290

Telephone: (850) 681-2591

Fax: (850) 224-1275

Office of the Public Counsel
Shreve/Beck/Pucher

c¢/o The Florida Legislature
111 W. Madison Street, #812
Tallahassee, FL 32399-1400
Telephone: (850) 488-9330
Fax: (850) 488-4491

Robert Williams

7201 Lake Ellinor Drive

Orlando, FL 32809-5769

Phone: (407) 859-7310

Fax: (407) 856-6553

Attorney for Florida Municipal Power Agency
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Matthew M. Childs

Charles A. Guyton

Steel Hector

215 South Monroe Street, Ste. 601
Tallahassee, FL. 32301-1804

Telephone: (850) 222-2300

Fax: (850)222-7510

Attorney for Florida Power & Light Company

Roy Young

Young Law Firm

Post Office Box 1833

Tallahassee, FL 32302-1833

Telephone: (850) 222-7206

Fax: (850) 561-6834

Attorneys for Kissimmee Utility Authority

Jon Moyle

Moyle Flanigan, Katz, et al.

The Perkins House

118 North Gadsden Street
Tallahassee, FL 32301

Phone: (850) 681-3828

Fax: (850) 681-8788

Attorneys for PG&E Generating

Joe Welborn/Lane Mahaffey

16313 North Dale Mabry Highway

Tampa, FL 33618

Telephone: (813) 963-0994

Fax: (813) 264-7906

Attorneys for Seminole Electric Cooperative,
Inc.

Willard Smith/Fran Winchester
Reedy Creek Improvement District
Post Office Box 10175

Lake Buena Vista, FLL 32830
Telephone: (407) 828-2034

Fax: (407) 828-2416



Robert V. Elias, Staff Counsel
Gerald L. Gunter Building
2540 Shumard Oak Boulevard
Tallahassee, FL 32399-0850
Telephone: (850) 413-6199
Fax: (850)413-6250

Ronald L. Vaden

Utilities Commission

City of New Smyrna Beach
Post Office Box 100

New Smyra Beach, FL 32170
Phone: (904) 423-7100

Fax: (904) 423-7175

James Beasley

Ausley & McMullen

Post Office Box 391

Tallahassee, FL 32301

Attorneys for Tampa Electric Co.
Telephone: (850) 224-9115

Fax: (850) 222-7952

James Swartz

City of Homestead

675 N. Flagler Street

Homestead, FL 33030

Phone: (305) 247-1801 (ext. 185)
Fax: (305) 247-4008

Gary Lawrence

City of Lakeland

501 East Lemon Street
Lakeland, FL 33801
Phone: (941) 834-6522
Fax: (941) 834-6362

Tracy E. Danese

Jacksonville Electric Authority
21 West Church Street, Tower 16
Jacksonville, FL 32202

Phone: (904) 665-6530

Fax: (904) 665-7366
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Richard G. Feldman
City of Tallahassee

300 S. Adams Street
Tallahassee, FL 32301
Phone: (850) 891-8404
Fax: (850) 891-8109

Ken Wiley

Florida Reliability Coordinating Counsel
405 Reo Street, Suite 100

Tampa, FL 33609

Phone: (813) 289-5644

Fax: (813)289-5646

Harvey Wildschuetz

City of Lake Worth Utilities
1900 Second Avenue, North
Lake Worth, FL 33461
Phone: (561) 586-1665
Fax: (561) 586-1702

Raymond O. Manasco, Jr.
Gainesville Regional Ultilities

Post Office Box 147117

Station A-138

Gainesville, FL 32614-7117
Phone: (352) 334-3400 (ext. 1016)
Fax: (352) 334-2277

A K. (Ben) Sharma
Kissimmee Utility Authority
Post Office Box 423219
Kissimmee, FL 34742
Phone: (407) 933-7777
Fax: (407) 847-0787

T.B. Tart

Orlando Utilities Commission
Post Office Box 3193

Orlando, FL 32802

Phone: (407) 423-9018 (ext. 123)
Fax: (407) 423-9198



Thomas J. Maida

Foley & Lardner

300 East Park Avenue

Tallahassee, FL 32301

Phone: (850) 222-6100

Fax: (850) 224-3101

Attorneys for Seminole Electric Cooperative

City of Tallahassee

c/o Rutledge Law Firm
Kenneth Hoffman

Post Office Box 551
Tallahassee, FL 32302
Phone: (850) 681-6788
Fax: (850) 681-6515
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Dick Basford & Associates, Inc.
Post Office Box 14831
Jacksonville, FL 32238

Phone: (904) 771-3575

Fax: (904) 573-7971

Richard A. Mullaney, General Counsel
Michael B. Wedner, Assist. General Counsel
Office of the General Counsel

117 West Duval Street, Ste. 480
Jacksonville, FL 32202

Phone: (904) 630-1700

Fax: (904) 630-1731

Attorneys for Jacksonville Electric Agency
(JEA)



