In re: Generic investigation
into the aggregate electric
utility reserve margins planned
for Peninsular Florida
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JOINT PREHEARING STATEMENT OF ISSUES AND POSITIONS
OF DUKE ENERGY NORTH AMERICA, L.L.C. AND

UKE ENERGY NEW SMYRNA BEACH POWER COMPANY LTD., L.L.P.

Intervenor Duke Energy North America, L.L.C. and Duke Energy

New Smyrna Beach Power Company Ltd., L.L.P. (collectively

referred to herein as "Duke"), pursuant to the Order Establishing

Procedure for this docket, as amended, hereby file their

Prehearing Statement of Issues and Positions.
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1. Kenneth J.
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Other exhibits

Slater

Resume' of Kenneth John Slater.

The N-Times Method.

Example of Weather Impact on Load & Capacity.

Load Meeting Capability of a Generator.

Optimal Generation Reserve Margin.

Regional Reliability Council Generation
Adequacy Criteria.

as such may be identified in discovery.
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D.

STATEMENT OF BASIC POSITION

Given the declared willingness and intent of merchant
power plant developers to construct and operate efficient
merchant power plants in the Peninsular Florida wholesale
power market, it appears unnecessary that the Commission
would, at least for the foreseeable future, have to consider
adopting a minimum reserve margin standard to ensure
reliability or to determine whether to require utilities to
add capacity. The Commission should not adopt or impose any
type of maximum reserve margin that would in any way limit
the addition of non-rate-based, competitive merchant
generating capacity to the Peninsular Florida power supply
grid. It would be acceptable and prudent to adopt a maximum
reserve margin for facilities that are to be included in a
utility's rate base or in purchased power cost recovery
clauses pursuant to Commission-approved long-term capacity
and energy contracts. From the Commission's perspective in
evaluating the reliability and integrity of the Peninsular
Florida power supply grid, it makes no difference whether a
particular plant is owned by a retail-serving utility or by
a wholesale merchant utility: a power plant is a power
plant. Similarly, from the Commission's perspective,
individual utilities' reserve margins are not significant in
evaluating system reliability; individual utilities' reserve
margins are important, however, for allocating reserve
responsibilities fairly.

ISSUES OF FACT

ISSUE 1: What is the appropriate methodology, for planning

purposes, for calculating reserve margins for
individual utilities and for Peninsular Florida?

Reserve Margin is calculated by subtracting the system
coincident firm peak load from available firm capacity
resources. The resulting difference is expressed in MW
or as a percentage of firm load. The system coincident
peak firm load is determined for the annual or seasonal
coincident peak by subtracting the demand reduction
effects of conservation, interruptible load, and load
management programs from the projected total load.
Available firm capacity includes the installed
generation, reflecting the appropriate seasonally
adjusted capability ratings of utility-owned generating
units, merchant plants and Qualifying Facilities, as
well as the firm net purchases and sales relative to
Peninsular Florida.



ISSUE 3:

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

Reserve margins should be evaluated probabilistically
to determine the probability that a given system, with
its actual reserve margin, will be able to serve the
power supply demands placed upon it. In Peninsular
Florida, the reliability of the overall system is of
paramount importance. The reserve margin contributions
of individual utilities are only of importance as a
matter of fairness.

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 uncertainty? 1Is sufficient load
uncertainty data available and being used? How
are interruptible, curtailable, load management
and wholesale loads treated at the end of the
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?

A. Capacity available at time of peak should be
evaluated probabilistically. Merchant plants and
other non-committed capacity resources should be
included in evaluating the reliability of the
Peninsular Florida system as though they were
committed resources. Equipment delays should be
taken into account in evaluating the probability
that specific resources will be available at the
time of peak.



ISSUE

ISSUE

4:

B. Seasonal firm peak demands should be determined

hourly unless it were demonstrable that a shorter
period is more important or significant in
evaluating reliability. Diversity should be
accounted for on an actual, coincident basis.
Sufficient load uncertainty data probably are
available to permit meaningful evaluations and
analyses, but are apparently not being used. No
position at this time as to how interruptible,
curtailable, load management and wholesale loads
are being treated at the end of contract or tariff
periods. Demand and energy use reduction options
should be evaluated and included in planning and
in setting reserve margins on a probabilistic
basis based on the actual performance of such
options.

C. Planning criteria should generally be developed
and stated on an annual basis.

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

On a probabilistic, seasonal, and weather-related
basis.

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

From the Commission's perspective examining the overall
reliability of the Peninsular Florida power supply
system, it is the reliability of the overall system
that counts, not individual utilities' reserve margins.
Individual utilities' reserve margins are important,
however, for allocating reserve responsibilities.

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

Perhaps, but the answer depends on other key features
of the power supply system, including total reserves
(including uncommitted generating capacity),and the
capacity and availability of external assistance.



ISSUE 7:

ISSUE 9:

ISSUE 10:

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

Probably yes. The actual minimum level is subject to
determination based on evidence in an appropriate
proceeding. For planning purposes, the minimum should
be determined with respect to the capability to serve
firm load under some reasonably foreseeable peak
conditions. Otherwise, there should be no minimum (or
maximum) reserve margin as long as there are willing
merchant plant developers whose projects will result in
reserve margins greater than or equal to the minimum.

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

From the perspective of evaluating the reliability of
the Peninsular Florida supply system, it is unnecessary
to assess the generation adequacy of individual
utilities. If there are sufficient resources to
provide the required level of reliability, it does not
matter who provides those resources. From an economic
perspective, however, all load-serving entities should
be responsible for an appropriate share of reserves.

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?

Yes.

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?

A. City of Homestead

B. City of Lake Worth Utilities
C. City of Lakeland

D. City of Tallahassee

E. Florida Power and Light Company
F. Florida Power Corporation
G. Florida Municipal Power Agency



ISSUE 11:

ISSUE 12:

H. Gainesville Regional Utilities

I. Jacksonville Electric Authority

J. Kissimmee Utility Authority

K. Orlando Utilities Commission

L. Reedy Creek Improvement District

M. Seminole Electric Cooperative

N. Tampa Electric Company

o. Utilities Commission of New Smyrna Beach

Tentatively, no. To be determined based on the
evidence.

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?

No. The analytical work necessary to select a planning
criterion or criteria has not been performed. A
minimum economi¢ reserve margin (or a range for same)
can be determined, using probabilistic modeling, by
identifying the reserve margin associated with minimum
total costs of power supply and of unserved load. The
high end of the range will define the amount of
capacity that could be considered prudent for inclusion
in rate base. However, no maximum should be imposed on
non-rate-based merchant capacity.

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?

A. City of Homestead

B. City of Lake Worth Utilities

C. City of Lakeland

D. City of Tallahassee

E. Florida Power and Light Company
F. Florida Power Corporation

G. Florida Municipal Power Agency
H. Gainesville Regional Utilities
I. Jacksonville Electric Authority
J. Kissimmee Utility Authority

K. Orlando Utilities Commission

L. Reedy Creek Improvement District
M. Seminole Electric Cooperative



N. Tampa Electric Company
0. Utilities Commission of New Smyrna Beach

DUKE: No position at this time. This issue will be addressed

by the evidence.

ISSUE 13: How does the reliability criteria adopted by the FRCC
compare to the reliability criteria adopted by other
reliability councils?

DUKE: The FRCC's reserve margin criterion is different from
the capacity margin criterion used by all other
regional reliability councils.

E. ISSUES OF LAW

DUKE: None at this time. Issue 18 does, however, have some
legal aspects. (See below.)

F. POLICY ISSUES

ISSUE 14: 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?

DUKE: Tentatively, no. If the Commission were to consider
adopting such standards, it should consider adopting
different standards for different utilities, depending

on their individual characteristics. If such standards

were adopted, there should be a transition period for
any utilities that were below the standards to come
into compliance.

ISSUE 15: Should the Commission adopt a reserve margin standard
for Peninsular Florida? If so, what should be the
appropriate reserve margin criteria for Peninsular
Florida?

DUKE: No. Given the declared willingness and intent of
merchant power plant developers to construct and
operate efficient power plants in the Peninsular
Florida wholesale power market, it appears unnecessary

that the Commission would, at least for the foreseeable



ISSUE 16:

ISSUE 18:

future, have to consider adopting a minimum reserve
margin for the purpose of determining whether to
require utilities to add capacity, and the Commission
should not adopt or impose any type of maximum reserve
margin that would in any way limit the addition of non-
rate-based, competitive merchant generating capacity to
the Peninsular Florida power supply grid. If in fact
the Commission is to consider adopting a standard, that
would probably require rulemaking.

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:
oi1/08/70, 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?

It would be acceptable and prudent to adopt a maximum
reserve margin for facilities that are to be included
in a utility's rate base or in purchased power cost
recovery clauses pursuant to Commission-approved long-
term capacity and energy contracts. The Commission
should not adopt any maximum reserve margin criterion
that might be applied to merchant capacity, because
such capacity will enhance reliability without its
costs being imposed on captive ratepayers.

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?

It appears that planned reserve margins, including load
management and interruptible resources, are projected
to range from 15 to 21 percent over the period 1999-
2009. It further appears that planned supply-side
reserve margins, i.e., reserve margins calculated
including only generating resources, are projected to
range from 4 to 12 percent over the same period. There
is significant doubt as to the adequacy of these
planned reserve margins to maintain reliable service to
Peninsular Florida under realistic weather scenarios.

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?

DUKE: The answer to this issue depends, at least in part, on
the interpretation of Section 366.055, Florida
Statutes, and any interplay between the state laws and
any federal energy emergency regulations. The most
realistic and practical answer to this question is
"No’ " .

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

DUKE: The Commission should continue to monitor the
reliability of the Peninsular Florida and to take all
appropriate steps to ensure the development of a
robust, competitive wholesale power market in

Peninsular Florida, including the addition of merchant
plants to the Peninsular Florida supply system.

G. STIPULATED ISSUES

Duke is not aware of any stipulated issues at this time.

H. PENDING MOTIONS

At this time, the Joint Petitioners are aware of the
following pending motions:

FIPUG's Motion to Compel FPC to Respond to Discovery
FIPUG's Motion to Compel TECO to Respond to Discovery
FIPUG's Motion to Compel FPL to Respond to Discovery
FIPUG's Motion to Compel FRCC to Respond to Discovery

LEAF's Motion for Order to Compel Responses to
Interrogatories by FPL

LEAF's Motion for Order to Compel Responses to
Interrogatories by TECO



p oy REQUIREMENTS OF THE PROCEDURAL ORDER

Duke is not aware of any requirements of the Order
Establishing Procedure with which Duke cannot comply.

Respectfully submitted this 4" day of October, 1999.

LANDERS & PARSONS, P.A.

=

Robert Scheffel Wr

Florida Bar No.

John T. LaVia, II

Florida Bar No. 853666

310 West College Avenue (ZIP 32301)
Post Office Box 271

Tallahassee, Florida 32302
Telephone (850) 681-0311
Telecopier (850) 224-5595

Counsel for Duke Energy North
America, L.L.C.

and

Duke Energy New Smyrna
Beach Power Company Ltd., L.L.P.
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CERTIFICATE OF SERVICE

I HEREBY CERTIFY that a true and correct copy of the
foregoing filed in the referenced proceeding, has been furnished

by hand delivery (*) or U.S. Mail on this

1999, to the following:

Robert V. Elias, Esq.*
Division of Legal Services
Florida Public Service Comm.
2540 Shumard Oak Boulevard
Tallahassee, FL 32399-0850

Paul Sexton, Esqg.

Thornton J. Williams, Esq.
Thornton Williams & Associates
P.O0. Box 10109

Tallahassee, FL 32302

Matthew M. Childs, Esq.
Steel Hector & Davis

215 S. Monroe Street, Ste.
Tallahassee, FL 32301-1804

.
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Jeffrey A. Stone,
Beggs & Lane

P.O0. Box 12950
Pensacola, FL 32756-2950

Esq.

Michelle Hershel, Esqg.

Florida Electric Cooperative
Association

P.O. Box 590

Tallahassee, FL 32302

Joseph A. McGlothlin, Esqg.

Vicki Gordon Kaufman, Esqg.

McWhirter, Reeves,
McGlothlin, et al.

117 S. Gadsden Street

Tallahassee, FL 32301

Richard A. Zambo
598 S.W. Hidden River Avenue
Palm City, FL 34990
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4th day of October,

John W. McWhirter, Jr., Esqg.

McWhirter, Reeves, McGlothlin
et al.

P.O. Box 3350

Tampa, FL 33601-3350

Ken Wiley
Florida Reliability
Coordinating Council

405 Reo Street, Suite 100
Tampa, FL 33609
John Roger Howe, Esq.

Office of Public Counsel
111 W. Madison Street, Rm 812
Tallahassee, FL 32399

James A. McGee

Florida Power Corporation
P.O. Box 14042
St. Petersburg, FL 33733
Gail Kamaras, Esqg.
Debra Swim, Esqg.

LEAF

1114 Thomasville Rd.,
Tallahassee, FL 32303

Suite E

Jon C. Moyle, Jr., Esd.

Moyle, Flanigan, Katz, Kolins,
Raymond & Sheehan, P.A.

The Perkins House

118 North Gadsden Street

Tallahassee, FL 32301

Kenneth A. Hoffman
Post Office Box 551
Tallahassee, FL 32302



Charles A. Russell

Florida Keys Electric
Cooperative

P.O. Box 377

Tavernier, FL 33070

Frederick M. Bryant, Esq.
Florida Municipal Power Agency
2010 Delta Boulevard
Tallahassee, FL 32315

Tracy E. Danese

Jacksonville Electric Authority
21 West Church Street, T-16
Jacksonville, FL 32202

Brent Bailey

General Counsel

Duke Energy Power Services
Post Office Box 1642
Houston, TX 77251-1642

Gary Lawrence

City of Lakeland

501 East Lemon Street
Lakeland, FL 33801

Rex Taylor

City of Vero Beach
P.O. Box 1389

Vero Beach, FL 32961

Shaw

of Ocala
Box 1270
FL 34478

Dean
City
P.O.
Ocala,

Ben Sharma

Kissimmee Utility Authority
P.O. Box 423219

Kissimmee, FL 34742

Harvey Wildschuetz

City of Lake Worth Utilities
1900 Second Avenue, North
Lake Worth, FL 33461
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Lee L. Willis, Esq.
James D. Beasley
Ausley & McMullen
P.O. Box 391
Tallahassee, FL 32302
Gary L. Sasso,
Carlton Fields
P.O. Box 2861
St. Petersburg,

Esqg.

FL 33731

James Swartz

City of Homestead

675 N. Flagler Street
Homestead, FL 33030

Raymond O. Monasco, Jr.
Gainesville Regional Utilities
P.O. Box 147117

Station A-138
Gainesville, FL 32614
J. Paul Wetzel

City of st. Cloud
1300 Ninth Street

St. Cloud, FL 34769

Thomas W. Richards
Fort Pierce Utilities
P.0O. Box 3191

Ft. Pierce, FL 34948

T. B. Tart, Esdg.

Orlando Utilities Commission
P.0O. Box 3193

Orlando, FL 32802

Timothy Woodbury

Seminole Electric Cooperative
P.O. Box 272000

Tampa, FL 33688

Richard G. Feldman

City of Tallahassee

300 South Adams Street
Tallahassee, FL 32301



Larry J. Thompson

Utility Board of the
City of Key West

P.O. Drawer 6100

Key West, FL 33041

Thomas J. Maida
Foley & Lardner

30 East Park Avenue
Tallahassee, FL 32301

Roy C. Young

Young, van Assenderp et al.
225 South Adams Street, #200
Tallahassee, FL 32301

Charles Guyton

Steel Hector & Davis
215 South Monroe Street
Suite 601

Tallahassee, FL 32301-1804
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Michael B. Wedner

JEA

Office of the General Counsel
117 West Duval St., Suite 480
Jacksonville, FL 32202

Myron Rollins

Black & Veatch

P.O. Box 8405

Kansas City, MO 64114

Mr. Jack English

Florida Public Utilities Co.
401 South Dixie Highway
West Palm Beach, FL 32402

Mr. Robert Williams

7201 Lake Ellinor Drive
Orlando, FL 32808
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