State of Florida
Public Service Commission
INTERNAL AFFAIRS AGENDA
Tuesday - October 27, 2008
Immediately Following Agenda Conference
Room 140 - Betty Easley Conference Center

1. Approve October 5, 2009, Internal Affairs Meeting Minutes. (Attachment 1)

2. Draft Review of the 2009 Ten-Year Site Plans for F iorida's Electric Utilities.
(Attachment 2)

3. Consideration of Continued Funding of the National Regulatory Research
Institute (NRRI). (Attachment 3)
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OFFICE OF THE EXECUTIVE DIRECTOR AT (850) 413-6068.




Attachment 1

State of Florida
Public Service Commission
INTERNAL AFFAIRS MINUTES
9:30 AM — 11:15 AM, Monday - October 05, 2009
Room 140 - Betty Easley Conference Center

— —
— —

COMMISSIONERS PRESENT: Chairman Carter
Commissioner Edgar
Commissioner McMurrian
Commissioner Argenziano (via telephone)
Commissioner Skop
STAFF PARTICIPATING: Bane, Hill, Helton, Lynn
Commissioner McMurrian made comments concerning her tenure with the Public Service
Commission both as staff, Commissioner’s aide, and a Commissioner. Comumissioner
McMurrian resigned her position as a Commissioner effective today.
1. Approve September 15, 2009, Internal Affairs Meeting Minutes.

The minutes were approved.

Commissioners participating: Carter, Edgar, Argenziano, Skop

2. Consideration of Legislative Budget Request for FY 2010-11. Approval is sought.
The proposed Legislative Budget Request for FY 2010-11 was approved.
Commissioners participating: Carter, Edgar, Argenziano, Skop
3. Proposed Plan of Action to Address Issues Discussed by Commissioners at the
September 15 Internal Affairs Meeting.
Commissioners approved the proposed plan of action and directed staff to move forward
with:
1. astaff development workshop and;
2. astaff workshop to discuss the 1992 Grand Jury Interim report.

Commissioner workshop will follow the staff workshops.

Commissioners participating: Carter, Edgar, Argenziano, Skop




Minutes of

Internal Affairs Meeting
Qctober 5, 2009

Page Two

4. Code of Conduct for Commissioners.
Former General Counsel, Patrick Imhof, prepared a memorandum addressing the issue of
the standards of conduct provided in Chapter 350, F.S. for the Commissioners. The
Commissioners directed staff to include this memorandum in the workshops discussed in

Item 3.

Commissioners participating: Carter, Edgar, Argenziano, Skop

5. Selection of Interim General Counsel.

After some discussion, the Commissioners decided to advertise for a permanent rather
than an interim General Counsel. Staff was directed to contact the people spoken with
earlier in case they may be interested in the non-interim position and to give them a copy
of the General Counsel’s position description.

Commissioners participating: Carter, Edgar, Argenziano, Skop
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Public Serbice Qommission
CAPITAL CIRCLE OFFICE CENTER ® 2540 SHUMARD OAK BOULEVARD
TALLAHASSEE, FLORIDA 32399-0850

-M-E-M-O-R-A-N-D-U-M-

DATE: Qctober 19, 2009
TO: Mary Andrews Bane, Executive Director

FROM: Robert E. Graves, Engineering Specialist I, Office of Strategic Analysis and r,@t{ -
Governmental Affairs

RE: Review of the 2009 Ten-Year Site Plans for Florida’s Electric Utilities

Critical Information: Please place on October 27, 2009, Internal Affairs. Report
is due December 31, 2009. Commission approval of teport is sougit.

Attached is a draft of the review of the Electric Utility 2009 Ten-Year Site Plans.
Commission approval of this report will satisfy two statutory requirements:

1. Section 186.801, Florida Statutes, requires the Commission to review each utility’s Ten-
Year Site Plan for suitability, and forward the review to the Florida Department of
Environmental Protection (DEP) within nine months of receipt of the Plans. Our review
is due to DEP by December 31, 2009.

2. Section 377.703(2)e, Florida Statutes, requires the Commission to review electricity and
natural gas forecasts for the Florida Energy and Climate Commission.

Please place this item on the October 27, 2009, Internal Affairs conference agenda.
REG
Attachment
cc: Office of Strategic Analysis and Governmental Affairs (Trapp, Ballinger)

Division of Economic Regulation (Devlin, Hinton, Stallcup)
Office of the General Council (Brubaker, Fleming)
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1. EXECUTIVE SUMMARY

_ Pursuant to Section 186.801(1), Florida Statutes (F.S.), each generating electric utility must
submit to the Florida Public Service Commission (Commission) a ten-year site plan which estimates
the utility’s power generating needs and the general location of its proposed power plant sites over the
ten-year planning horizon. The Commission is required to perform a preliminary study of each plan
and classify them as either “suitable” or “unsuitable.” All findings of the Commission are made
available to the Florida Department of Environmental Protection (DEP) for its consideration at any
subsequent electrical power plant site certification proceedings. A copy of this report is also posted on
the Commission Web site and is available to the public.

The Commission has reviewed the Ten-Year Site Plans filed by the eleven reporting utilities
in Florida and finds that the projections of load growth appear reasonable.' Several utilities have
reported net customer losses, and the state as a whole has reported a decline in population. It is
unclear at this time whether this decline is a short term phenomenon based on current economic
conditions in Florida and the nation as a whole or is a portent of a longer term downturn in population
growth and energy usage in the state. In response to declining load forecasts, the reporting utilities
have modified the number and size of additional generation facilities required in order to maintain an
adequate supply of electricity at a reasonable cost. At the time of filing, the state’s electric utilities
planned to add a net summer capacity of 10,225 MW over the next 10 vears. This figure represents a
decrease of approximately 4,000 MW of net summer capacity compared to the 2008 Ten-Year Site
Plans.  As in past years, the majority of new capacity planned is expected to come from gas-fired
units, with nuclear generation representing the next largest fuel source addition. The Commission
finds the 2009 Ten-Year Site Plans filed by the eleven reporting utilities to be suitable for planning

purposes.

While the 2009 Ten-Year Site Plans are suitable for planning purposes, they are subject to
modification due to several factors including changes to fuel cost, energy use projections, evolving
technology, and shifting energy policy. Therefore, the Commission will continue to closely monitor
the future rate of load growth in Florida and its effect on the need for additional generation and
transmission facilities in the state.

Reliable and Affordable Power

Pursuant to Section 366.03, F.S., each public utility has a statutory obligation to serve every
customer within its service territory. Florida’s utilities must continue to explore all measures to ensure
the most efficient means of producing and delivering reliable and affordable power to their customers.
Multiple components are required to create an effective energy policy for Florida. Conservation and
demand-side management, renewable generation, modemization of existing utility generation
resources, and new generation facilities combine to provide the necessary services to every customer.

" Investor-owned utilities (IOUs) filing 2009 Ten-Year Site Plans include Florida Power & Light Company (FPL), Tampa
Electric Company (TECO), Gulf Power Company (GULF), and Progress Energy Florida, Inc. (PEF). Municipal utilities
filing 2009 Ten-Year Site Plans include Florida Municipal Power Agency (FMPA), Orlando Utilities Commission (OUC),
City of Lakeland (LAK), City of Tallahassee (TAL), JEA (formerly Jacksonville Electric Authority), and Gainesville
Regional Utilities (GRU). Seminole Electric Cooperative (SEC) also filed a 2009 Ten-Year Site Plan.
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Conservation and Demand-Side Management

The first step in any resource planning process is to focus on the efficient use of electricity by
consumers.  Florida’s utilities can efficiently serve their customers by offering demand-side
management (DSM) and conservation programs designed to use fewer resources at lower cost.
Because DSM programs are voluntary, customer choice is a fundamental component in reducing the
state’s dependence upon expensive fuels and reduction of greenhouse gas emissions. Consequently,
DSM programs that educate consumers to make smart energy choices are particularly important.

Over the planning period, Florida’s utilities have projected nearly 8,000 MW of summer
demand peak load reduction, and more than 10,000 GWh of annual energy savings from their DSM
and energy efficiency programs. The demand reductions projected in the 2009 Ten-Year Site Plans
are based on goals and subsequent programs which were approved by the Commission in 2004.
Current rules require the Commission to review DSM goals every five years. On June 6, 2008, the
Commission opened seven dockets in order to satisfy this requirement.

Also, in 2008, the Legislature amended Section 366.82, F.S., which directs the Commission’s
process for establishing DSM and energy conservation goals. More specifically, the Commission
must now consider the impact of demand-side renewable cnergy systems as well as an expanded
scope of potential conservation and efficiency measures. Additional considerations include the need
for incentives and the effect of greenhouse gas compliance costs. A hearing in Dockets Nos. 080407-
EG through 080413-EG was held on August 10-13, 2009. New goals will be set in December 2009
and will be reflected in the utilities’ 2010 Ten-Year Site Plans.

Renewable Generation

Renewable generation is another key component of providing clean, reliable, and affordable
power to Florida’s electric utility customers. Currently, approximately 1,170 MW of renewable
generation are operating in Florida. Roughly 470 MW are sold to Florida’s utilities as firm capacity,
and the remaining capacity is either sold on a non-firm basis or used internally by the owners of the
renewable generation facility.

Historically, relatively high capital and operating costs, as well as limited physical
applications, have hampered the development of renewable energy in the state. The 2009 Ten-Year
Site Plans indicate that approximately 750 MW of new renewable projects are planned through the
year 2018. While these new projects are a significant increase from the existing level of renewable
generation, current utility-owned generation is approximately 55,000 MW, so the contribution toward
fuel diversification from renewable energy remains relatively small.

The Commission has taken steps to promote renewable generation on the customer’s side of
the meter as well. In April 2008, amendments made by the Commission to Rule 25-6.065, Florida
Administrative Code (F.A.C.), relating to interconnection and net metering of small customer-owned
renewable generation, became effective.” Such changes promote the development of small customer-
owned renewable generation by streamlining the interconnection process and allowing for monthly
credits for excess on-site renewable generation on the retail customer’s bill. Currently, Florida’s

* See Order No. PSC-08-0161-FOF-EI, issued March 19, 2008, Docket No. 070674-ElL In re: Interconnection and Net
Metering of Customer-Owned Renewable Generation.
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utilities report approximately 600 residential interconnections with a total capacity of approximately
2.8 MW,

Modernization of Existing Utility Generation

Current projections indicate that the state’s total energy demand will surpass existing DSM
and energy efficiency programs offered by Florida’s utilities and planned renewable generation. As a
result, the remaining generation needs must be met by traditional utility generation.

When considering the addition of supply-side generation, Florida’s electric utilities must
consider how best to serve their customers cleanly, reliably, and affordably. The modernization of
existing units plays a key role in addressing all of these issues. Such projects may require the
temporary removal of existing units, thus impacting reliability until the completion of the
modernization. Modernization of units allows for an increased output of power and improved fuel
efficiency for the same or lower emission rates. The Commission has recently approved several
projects involving modernization with a combined capacity of approximately 3,600 MW,

Only a portion of Florida’s fossil units are considered suitable for modernization. Of the 6,845
MW of generation identified by the utilities for modernization, over 1,100 MW is coal-fired, and
several units are being considered for retirement. FPL has also announced plans to place several of its
fossil-steam units in Inactive Reserve, approximately 2,400 MW of generation, which will improve
the overall system efficiency. The Commission encourages utilities to continue to explore potential
conversion projects and report the feasibility of each conversion in next year’s Ten Year-Site Plans.

New Generation Facilities

Fuel diversity is a strategic concern when the construction of new supply-side generation is
necessary. Maintaining a balanced mix of fuel sources enhances the reliability of supply and allows
utilities to mitigate the effects of volatile price fluctuations. In previous Ten-Year Site Plans, Florida’s
utilities responded to fuel diversity concerns through the inclusion of multiple coal-fired power plants.
Due to a combination of fuel cost uncertainties, high capital costs, and uncertainties regarding
potential environmental costs related to possible carbon emission regulations, more than 3,500 MW of
coal-fired generation was canceled. Despite initial opposition, Seminole Electric Cooperative
received final certification of Seminole Unit 3, a 750 MW coal-fired power plant, on June 13, 2008.
Seminole Unit 3 has an in-service date of May 2016, and represents the only planned addition to
Florida’s coal-fired generating capacity.

Because nuclear generation is one generating technology that provides base-load capacity that
produces no greenhouse gas emissions, it has become a comerstone of an energy efficient Florida. In
2007 and 2008, the Commission approved the need for approximately 5,000 MW of additional
nuclear capacity based primarily on projected fuel cost savings. All existing nuclear units are
scheduled to receive capacity uprates, and the 4,400 MW of proposed new power plants will mark the
first construction of new nuclear generation in Florida in more than 20 years. The 2009 Ten-Year Site
Plan for PEF contains the first two units, Levy Units 1 and 2, which are scheduled to be completed in
2016 and 2017, respectively. However, since the publishing of its Ten-Year Site Plan, PEF has
announced that the Levy Units will face a minimum delay of 20 months related to their schedule with
the Nuclear Regulatory Commission. FPL’s Turkey Point Unit 6, scheduled for an in-service date of
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2018, is also contained in FPL’s 2009 Ten-Year Site Plan, but Unit 7 does not appear in the schedules
since the in-service date is 2020.

Due to the long permitting and construction periods involved with nuclear generating plants,
coupled with the cancellation of more than 3,500 MW of coal-fired generation, natural gas-fired
generation has become the default fuel of choice. The 2009 Ten-Year Site Plans include the net
addition of approximately 11,000 MW of natural gas generation. The 2008 Ten-Year Site Plans
included roughly 15,500 MW. This decline can be attributed in part to the reduction in load forecasts,
and the inclusion of the nuclear units in the 2009 Ten-Year Site Plans. A majority of the capacity
identified in the 2009 Ten Year Site Plans has already received a determination of need from the
Commission or is under construction. A single proposed unit, TECO’s 555 MW combined cycle unit
with an in-service date of May 2018, would still require certification by the Commission. Given
typical lead times associated with combined cycle units, a petition would be expected for this unit by
2014,

Even with the identified new base-load coal and nuclear units, Florida’s dependence on
natural gas is projected to increase from 40.4 percent in 2008 to 46.7 percent by 2018. As the state
continues to construct new natural gas-fired generation, natural gas storage and supply becomes
increasingly significant in ensuring the reliability of the state’s electrical system. Multiple supply
options and sufficient storage are critical to maintain the integrity of Florida’s electric system during
supply disruptions due to severe storms and hurricanes. Florida’s utilities have begun increasing the
amount of natural gas storage that is available to the state. Utilities should continue to evaluate
diversity within a fuel type, such as liquefied natural gas (LNG) and gas storage, as options to
traditional sources and delivery methods for natural gas.
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2. INTRODUCTION

A Ten-Year Site Plan gives state, regional, and local agencies advance notice of proposed
power plants and transmission facilities. The Commission receives comments from these agencies
regarding various issues of concern, and these comments are summarized in Chapter 7. Because a
utility’s Ten-Year Site Plan is a planning document containing tentative data, it may not contain
sufficient information to allow regional planning councils, water management districts, and other
review agencies to evaluate site-specific issues within their jurisdictions. Each utility must provide
detailed data, based on in-depth environmental assessments, during certification proceedings under the
Power Plant Siting Act (PPSA), Sections 403.501-403.5 18, F.S., or the Transmission Line Siting Act
(TLSA), Sections 403.52-406.5365, I.S.

Statutory Authority

Section 186.801, F.S., requires that all major generating electric utilities in Florida submit a
Ten-Year Site Plan to the Florida Public Service Commission for annual review. To fulfill the
requirements of Section 186.801, F.S., the Commission has adopted Rules 25-22.070 through 25-
22.072, F.A.C. Each utility’s Ten-Year Site Plan contains projections of the utility's electric power
needs, fuel requirements, and the general location of proposed power plant sites and major
transmission facilities. Utilities whose existing generating capacity is below 250 megawatts (MW) are
exempt from this requirement unless the utility plans to build a new unit larger than 75 MW within the
ten-year planning period.

Also in accordance with the Section 186.801, F S., the Commission performs a preliminary
study of each Ten-Year Site Plan and is required to determine whether it is suitable or unsuitable.
The results of the Commission’s study are contained in this report, Review of 2009 Ten-Year Site
Plans, which is forwarded to the Florida Department of Environmental Protection (DEP) for use in
subsequent power plant siting proceedings.

Section 377.703(2)(e), F.S., requires the Commission to analyze and provide natural gas and
electricity forecasts to the Florida Energy and Climate Commission. The Ten-Year Site Plan Review
also fulfills this statutory requirement.

Information Sources

In April 2009, 11 utilities filed their Ten-Year Site Plans, and on August 19, 2009, the
Commission held a public workshop to facilitate discussion of the plans. In addition to the individual
utility filings, the Commission relies on cost and performance data obtained through supplemental
data requests made to the reporting utilities, as well as other sources. The Florida Reliability
Coordinating Council (FRCC) annually publishes several documents that assess the adequacy and
reliability of Peninsular Florida’s’ generating units and transmission system. The Commission used
the following FRCC documents to supplement this review:

* Peninsular Florida refers to the FRCC region which includes all utilities with the exception of Gulf Power Company.
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o The 2009 Regional Load and Resource Plan contains aggregate data on demand and energy,
capacity and reserves, and proposed new generating unit and transmission line additions for
Peninsular Florida as well as statewide. The FRCC submitted this study in July 2009.

o The 2009 Reliability Assessment is an aggregate study of generating unit availability, forced
outage rates, load forecast methodologies, and gas pipeline availability. The FRCC submitted
this study in August 2009.

e The Long Range Transmission Reliability Study is an assessment of the adequacy of
Peninsular Florida’s bulk power and transmission system. The study includes both short-term
(2009-2013) detailed analysis and long-term (2014-201 8) evaluation of developing trends that
would require transmission additions or other corrective action. The FRCC submitted an
executive summary of this study in August 2009.

Suitability

The Commission has reviewed the Ten-Year Site Plans filed by the 11 reporting utilities* and
finds that the projections of load growth appear reasonable and that the reporting utilities have
identified additional generation facilities required in order to maintain an adequate supply of
electricity at a reasonable cost. Therefore, the Commission finds the 2009 Ten-Year Site Plans filed
by the 11 reporting utilities to be suitable for planning purposes.

Since the Ten-Year Site Plan is not a binding plan of action on electric utilities, the
Commission’s classification of a Ten-Year Site Plan as suitable or unsuitable has no formal effect on
the utility. Such a classification does not constitute a finding or determination in docketed matters
before the Commission. The Commission may address any concerns raised by a utility’s Ten-Year
Site Plan at a public hearing.

* Investor-owned utilities (IOUs) filing 2009 Ten-Year Site Plans include Florida Power & Light Company (FPL), Tampa
Electric Company (TECO), Gulf Power Company (Gulf), and Progress Energy Florida, Inc. (PEF). Municipal utilities
filing 2009 Ten-Year Site Plans include Florida Municipal Power Agency (FMPA), Orlando Utilities Commission (OUQ),
City of Lakeland (LAK), City of Tallahassee (TAL), JEA (formerly Jacksonville Electric Authority), and Gainesville
Regional Utilities (GRU). Seminole Electric Cooperative (SEC) also filed a 2009 Ten-Year Site Plan.
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3. DEMAND AND ENERGY FORECASTS

Historical data forms the foundation for utility load and energy forecasts. These data take into
account energy usage patterns, trends in population growth, demographics, and weather data for the
utility's service territory. Florida’s electrical demand and energy requirements are heavily dependent
on the energy consumption behaviors of residential customers. As shown in Table 1 below,
residential customers make up close to 90 percent of Florida’s electric customers, and purchase more
than 50 percent of the state’s electric energy.

Table 1. Characteristics of Florida’s Electric Customers (2008 Actual)

Customer Class Number of Customers % of Customers Energy Sales (GWh) % of Sales
Residential 8,351,253 88.7 112,431 51.8
Commercial 1,036,598 11.0 82,205 37.8
Industrial 30,134 0.3 22,615 10.4

A utility’s peak demand and energy forecasts serve as the starting point for determining new
capacity additions needed to reliably and cfficiently serve load. Reducing load and energy
requirements is essential in deferring the need for additional generating capacity as well as reducing
the burning of fossil fuels. Key to controlling load and energy usage is customer participation in
utility-sponsored DSM and energy conservation programs.

Demand-Side Management and Energy Efficiency

Since 1980, utilities have offered DSM programs to customers based on the requirements of
the Florida Energy Efficiency and Conservation Act (FEECA).” FEECA emphasizes reducing the
growth rates of weather-sensitive peak demand, reducing and controlling the growth rates of
electricity consumption, and reducing the consumption of scarce resources such as petroleum fuels.
To accomplish these objectives, FEECA requires the Commission to establish conservation and DSM
goals and requires all [OUs and any municipal or cooperative utility with annual energy sales of at
least 2,000 GWh as of July 1, 1993, to implement DSM programs to meet the established goals.
Demand and energy goals for the seven FEECA utilities (FPL, FPUC.® Gulf, JEA, OUC, PEF, and
TECO) were last set in July 2004. The goals set by the Commission represent a minimum threshold
utilities must meet before building any major power plants.

The seven Florida utilities which are subject to FEECA currently offer more than 100 DSM
and conservation programs to residential, commercial, and industrial customers. Energy audit
programs provide a first step for utilities and customers to assess conservation opportunities for
Florida’s electric customers and serve as the foundation for all other DSM and conservation programs.
All FEECA utilities are required to offer energy audits to residential customers, pursuant to Section
366.82(5), F.S., and most utilities also provide energy audits for commercial/industrial customers.

° Sections 366.80-366.85 and 403.519, F.S.
® Florida Public Utilities Corporation (FPUC) is a non-generating, investor-owned utility subject to FEECAs requirements.
FPUC does not file a Ten-Year Site Plan with the Commission,
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Load and energy savings from non-dispatchable DSM programs (conservation), such as
ceiling insulation installation, enable utilities and customers to realize sustained energy savings over
time. Savings from dispatchable DSM, such as load management and interruptible load programs,
also play a significant role in any utility energy conservation plan. Load management programs pay
the participant for allowing the utility to control when certain electric appliances are available for use.
Interruptible load programs allow a utility to interrupt specific services to a commercial or industrial
customer. Load management and interruptible service are measures that allow reductions in system
peak demand when needed. In 2008, the Legislature amended Section 366.82, F.S., which directs the
Commission’s process for establishing DSM and energy conservation goals. More specifically, the
Commission must now consider the impact of demand-side renewable energy systems and an
expanded scope of potential conservation and efficiency measures. Additional considerations include
the need for incentives and the effect of greenhouse gas compliance costs. A hearing in Dockets Nos.
080407-EG through 080413-EG was held on August 10-13, 2009. New goals will be set in December
2009 and should be reflected in the utilities’ 2010 Ten-Year Site Plans.

Peak Demand

Seasonal peak demand, which is a measure of the amount of electric power required at a
specific point in time (measured in MW), determines the timing and size of a capacity addition. The
high proportion of residential customers in Florida results in more pronounced summer and winter
peak demands than in a state with a higher proportion of industrial customers. Figure 1 illustrates a
typical daily load curve for peak summer and winter days in Florida. In the summer, customer
demand begins to climb in the morning and peaks in the early evening, a pattern which corresponds to
increasing air conditioning loads. In contrast, the winter load curve has two peaks, the largest in mid-
morning followed by a smaller peak in the late evening. Both correspond to heating loads.

Figure 1. Typical Daily Load Curve
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Historically, Florida’s actual electric demand has been highest in the summer. Although
the 2008 winter peak demand was greater than the 2008 summer peak demand, current forecasts
project greater demand in the summer throughout the planning period. Consequently future
capacity additions, if necessary, will likely be governed by the projected summer peak demand.

As discussed, DSM is a critical component in the reduction of load requirements for both
residential and commercial customers. DSM programs are projected to reduce summer peak demand
by just over 6,000 MW in 2009 to nearly 8.000 MW by 2018. Projections indicate a summer peak
demand reduction of approximately 12 percent from DSM for each year between 2009 and 2018.
Figure 2 below illustrates the projected total amounts of summer peak demand savings from utility-
sponsored DSM programs over the ten-year planning horizon.

Figure 2. State of Florida: DSM Summer Peak Demand Savings
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In addition to DSM, the deterioration of economic conditions and lower customer growth have
resulted in a significant reduction in peak demand projections. The severity of current conditions has
resulted in a decrease in Florida’s population, marking the first time in 63 years (the last during World
War II) that the population of Florida decreased rather than increased. To further illustrate the extent
of current conditions, peak demand over the planning period is expected to grow at an annual rate of
1.8 percent. Actual peak demand, over the prior 10 years (1999-2008), grew at a rate of more than 3
percent.

Although the utilities have decreased their summer peak demand forecasts consistently since
2006, current forecasts reflect a much greater reduction as a result of the previously discussed
circumstances. Over a ten-year planning period, current annual summer peak demand forecasts are,
on average, more than 3,000 MW less than the last year’s forecasts. Figure 3 on the next page
illustrates the magnitude of the utilities’ most recent reduction in peak demand forecasts when
compared to prior forecasts.
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Figure 3. Historical Summer Peak Demand Forecasts
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Net Energy for Load

Net energy for load, which is an accumulation of demand over time (measured in GWh),
determines the type of capacity addition that is necessary to meet customers’ needs. Per customer
energy consumption, which is ultimately used to determine the utilities” net energy for load, is not
affected by the slowed growth rate. However, per customer energy consumption is greatly affected by
cconomic prosperity. The effects of the current recession, with regard to energy consumption in
Florida, are clearly illustrated in the utilities’ forecasts of per customer usage within the residential
scctor. Per customer energy usage has trended downward since peaking in 2003. Last year in 2008,
actual per customer consumption dropped more than 500 kWh/yr from 2007°s actual consumption
and more than 1,000 kWh/yr from the actual peak consumption in 2003. In a departure from prior
forecasts, Florida’s utilities are projecting declining per customer energy consumption over the
planning period. This point is illustrated in Figure 4 on the next page.
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Figure 4. State of Florida: Energy Consumption per Residential Customer
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Declining per customer energy consumption is not only a result of current economic
conditions, but also of mandated energy efficiency measures, voluntary conservation efforts, and
customer participation in utility DSM programs. DSM is projected to reduce annual energy
consumption by 7,500 GWh in 2009 to approximately 10,250 GWh in 2018. Such energy savings
allow utilities to avoid burning fossil fuels. Figure 5 below illustrates the projected total amounts of
annual energy savings from utility-sponsored DSM programs over the ten-year planning horizon.

Figure 5. State of Florida: DSM Net Energy for Load Savings
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The utilities” current peak demand forecasts are significantly below previous years’ forecasts.
A similar trend can be seen in the utilities™ energy forecasts as current annual net energy for load
projections are on average nearly 6,000 GWh less than last year’s projections. Figure 6 below
illustrates the reduced energy forecasts when compared with prior years.

Figure 6. Energy Forecast
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Current forecasts are significantly affected by the state and national economic conditions.
These conditions have resulted in dramatic reductions in energy consumption. Historically, utilities
have seen an increase in energy sales following a recession. FPL, Florida’s largest utility, projects a
return to historical growth rates as soon as 2012. Several utilities have reported net customer losses,
and the state as a whole has reported a decline in population. It is unclear at this time whether this
decline is a short term phenomenon based on current economic conditions in Florida and the nation as
awhole, or is a portent of a longer term down turn in population growth and energy usage in the state.

Another key element to future energy consumption is increasing conservation efforts. In
2008, the Legislature amended Section 366.82, F.S., which directs the Commission’s process for
establishing DSM and energy conservation goals. Specifically, the Commission must now consider
the impact of demand-side renewable energy systems and an expanded scope of potential
conservation and efficiency measures. Additional considerations include the need for incentives and
the effect of greenhouse gas compliance costs. A hearing in the above mentioned dockets was held on
August 10-13, 2009. New goals will be set in December 2009 and should be reflected in the utilities’
2010 Ten-Year Site Plans.

Review of 2009 Ten-Year Site Plans 12




4. ENERGY GENERATION

Current projections indicate that the state’s total energy needs will surpass the existing DSM
and energy efficiency programs offered by Florida’s utilities. For this reason, the addition of supply-
side generation is necessary to satisty reliability requirements. Florida’s electric utilities must consider
several strategic and economic factors prior to selecting a supply-side resource. In recent years, the
Legislature and the Commission have stressed the importance of utilities reducing the state’s
dependence on natural gas, which generated over 40 percent of the state’s energy in 2008, and
maintaining a balanced fuel supply. A balanced fuel supply adds value in terms of supply reliability
and price stability.

Florida’s utilities must additionally address growing environmental concerns. Discussions
regarding renewable generation requirements and emission requirements for substances such as
carbon dioxide, are underway at both the state and national level. Potential incremental environmental
requirements and costs, therefore, must also be considered as utilities explore supply-side resources.
Such costs are particularly critical when considering fossil fuel-fired generation.

Renewable Energy Generation

Despite currently providing a small percentage of the utilities’ total energy supply, renewable
generation is a key component to Florida’s energy future by reducing reliance on fossil fuels and
improving environmental conditions. In Florida, renewable energy is primarily fueled by municipal
solid waste, biomass, and waste heat energy sources. Currently, renewable energy facilities provide
more than 1,170 MW of firm and non-firm capacity. Table 2 below summarizes Florida’s existing
renewable resources according to the FRCC.

Table 2. Existing Renewable Resources

Fuel Type Capacity (MW)
Solar 28
Wind 0.0
Biomass 3432
Municipal Solid Waste 403.7
Waste Heat 3238
Landfill Gas 427
Hydro 545
Total 1170.7
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A portion of Florida’s renewable energy generation comes from renewable generators which
sell to electric utilities under firm contracts. Capacity purchased under a firm contract from these
renewable energy sources can defer the need for utilities to construct power plants. Florida’s utilities

currently purchase more than 470 MW of firm renewable generation. Table 3 below lists firm
contracts with the Ten-Year Site Plan utilities.

Table 3. Contracts for Firm Renewable Energy

Contracted

Purchasing Utility Facility Name Fuel Type Firm Capacity If-SO:'rx::cli)ilte
(MW)
GRU G2 Energy LFG 3.0 2008
SEC Bioenergy LFG 7.0 2005
SEC Brevard Energy LFG 9.0 2008
SEC Timberline Energy LFG 1.6 2008
SEC Seminole Landfill LFG 62 2007
FPL Broward-North MSW 56.0 1992
FPL Broward-South MSW 540 1991
FPL Palm Beach County MSW 50.0 2005
PEF Dade County Resource Recovery MSW 43.0 1991
PEF Lake County Resource Recovery MSW 12.8 1990
PEF Pasco County Resource Recovery MSW 230 1991
PEF Pinellas County Resource Recovery MSW 40.0 1983
PEF Pinellas County Resource Recovery MSW 14.8 1986
SEC Lee County Resource Recovery MSW 500 1999
TECO City Of Tampa Refuse-To-Energy MSW 19.0 1985
TECO Hillsborough County Refuse-To-Energy MSW 230 1987
JEA Trailridge OBG 9.6 2008
PEF Ridge Generating Station WDS 396 1994
SEC Timber Energy WDS 12.0 2004
Total Firm Capacity 473.6

Renewable energy facilities also produce over 630 MW of non-firm capacity for sale to
utilities on an as-available basis. Energy purchased on an as-available basis is considered non-firm
capacity, so Florida’s utilities do not count on this generation for reliability purposes. However, the
energy produced by these utilities can give a utility the ability to avoid burning fossil fuels from

existing generators. Table 4 on the next page details the various non-firm energy purchases.

Review of 2009 Ten-Year Site Plans

14




Table 4. Non-Firm Renewable Energy Generators

Purchasing Utility Facility Name Fuel Type Caz:c':;'{% hf;:‘rfl':?l')‘;'w
Gulf Montenay Bay LLC MSW 12:5 1987
TECO City Of Tampa Sewage OBG 1.6 1989
FMPA US Sugar Corporation OBS 26.5 1984
FPL Okeelanta OBS 70.0 1995
FPL US Sugar-Bryant OBS 20.0 1980
FPL Tomoka Farms LFG 38 1998
FPL Georgia Pacific WDS 52.0 1983
PEF Jefferson Power WDS 6.0 2002
PEF Proctor & Gamble (Buckeye) WDS 38.0 1954

Guif International Paper Company WDS 428 1983
i Stone Container WDS 347 1960
TECO Millpoint WH 47.0 1995
TECO CF Industries WH 353 1988
TECO New Wales WH 90.0 1984
TECO Ridgewood WH 76.0 1992
TECO South Pierce WH 335 1969
PEF Potash Of Saskatchewan WH 42.0 1980 & 1986
Total Non-Firm Capacity 631.7

Proposed Renewable Generation

Florida’s utilities plan to construct or purchase an additional 750 MW of renewable generation
over the ten-year planning period. The majority of the state’s generation additions are currently
proposed to come from biomass, with significant amounts from solar and municipal solid waste as
well. Table 5, below, summarizes the planned renewable resources through the planning horizon
according to the FRCC.

Table 5. Planned Renewable Resource Net Additions

Fuel Type Capacity (MW)
Solar 147.0
Wind 13.8
Biomass 498.0
Municipal Solid Waste 80.9
Waste Heat 0.0
Landfill Gas 57
Hydro 2.0
Total 7474
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Legislative and Commission Actions to Encourage Renewables

Recently, the Legislature and Commission have taken several steps to encourage additional
development of renewable generation while minimizing the cost of power supply to retail ratepayers.
The 2008 Legislature passed several amendments to Section 366.92, F.S. Specifically, Section
366.92(2), F.S., was amended to require the Commission to draft rules to establish a renewable
portfolio standard (RPS) which will require each investor-owned utility (IOU) to supply a percentage
of their retail electricity sales from renewable energy sources located in Florida. The statute requires
specific focus to be placed on existing and potential sources of renewable energy in Florida and
the economic impact of new renewable generation. The Commission submitted a dratt rule, along
with alternate language and supporting documents, to the Legislature in February 2009.

In order to demonstrate the feasibility and viability of clean energy systems, the Florida
Legislature passed amendments to Section 366.92, F.S. One amendment allows full cost recovery
under the environmental cost recovery clause for renewable energy projects that are zero greenhouse
gas emitting at the point of generation up to a total of 110 MW. On July 15, 2008, the Commission
approved FPL’s petition for the approval of eligibility for cost recovery of 3 solar energy projects
totaling 110 MW.

FPL is currently constructing 110 MW of solar capacity at 2 photovoltaic (PV) sites and a
single solar thermal site, and was granted approval for cost recovery. DeSoto Solar and Space Coast
Solar will generate 25 MW and 10 MW, respectively. DeSoto Solar will use a tracking array of solar
PV panels, while Space Coast Solar will use fixed array solar PV panels. Both projects will convert
energy from sunlight directly into electricity. FPL will consider both DeSoto Solar and Space Coast
Solar as non-firm resources until sufficient operating experience is obtained to determine what
contribution these facilities can reliably provide at FPL’s system’s peak hours.

FPL’s largest proposed project, Martin Solar, will be a 75 MW solar thermal steam generating
facility at the existing Martin Power Plant Site in Martin County, Florida. Martin Solar is designed to
serve as a “fuel substitution™ resource, and not to provide firm capacity. Martin Solar involves the
installation of solar thermal technology integrated into the existing steam cycle for the currently
operating Martin Power Plant Unit 8, a natural gas-fired combined cycle plant. The supplemental
steam to be supplied by Martin Solar for the Unit 8 heat recovery steam generators will be generated
from the concentration of solar radiation via parabolic trough solar collectors.

In April 2008, the Commission amended Rule 25-6.065, F.A.C., on interconnection and
net metering for customer-owned renewable generation. The rule requires the I0Us to offer a
standard interconnection agreement with an expedited interconnection process and net metering
for all types of renewable generation up to 2 MW in capacity. Customers first benefit from such
renewable systems by reducing their energy purchases from the utility. Net metering provides an
additional benefit by allowing customers with excess renewable energy production to reduce
future energy purchases from the utility.

The Commission’s rule requires all electric utilities to annually report data associated
with their interconnection and net metering programs. Data submitted in April 2009 show that
the number of customers owning renewable generation systems in Florida is growing. Electric
I0OUs report that 383 customers owned solar photovoltaic systems in 2008, up from 99 in 2007.
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For all electric utilities, about 2,800 kilowatts (2.8 MW) of solar photovoltaic capacity from 577
systems have been installed statewide. Based on an average 4 kW peak demand, this solar
photovoltaic energy provides enough power for approximately 700 households.

Florida’s utilities reported the following information on customer-owned renewable
generation for 2008 on Table 6 below.

Table 6. Customer-Owned Renewable Generation

Utility Type

Connections

Non-Firm Capacity (kW)

Investor-Owned

383

1,761

Municipal

137

797

Rural Electric
Cooperatives

57

272

Total

577

2,830

Traditional Energy Generation and a Balanced Fuel Supply

Prior to the late 1970s, Florida’s utilities used oil as the primary fuel source for generating
electricity. Following the dramatic increase in oil prices in the 1970s, Florida’s utilities made a
concerted effort to add generating units that used solid fuels. One early response was the purchase of
economical ““coal-by-wire” from the Southern Company, which had a temporary surplus of coal-fired
generation resources already constructed. The Commission supported the utilities” efforts to maintain
fuel diversity with regulatory programs such as the Oil Backout Cost Recovery Factor, which gave
utilities an incentive to recover costs of converting from oil-based generation to other fuels, and the
Energy Broker, a computerized system which matched buyers and sellers of economy energy to
minimize the real time tuel costs of the participating utilities.

Prior to congressional repeal of the Power Plant and Industrial Fuel Use Act in 1987, natural
gas demand had declined substantially because of restrictions on its usage as a boiler utility fuel.
These restrictions contributed to a significant oversupply of gas, resulting in falling prices. Shortly
after the repeal. a new era of highly efficient, flexible, environmentally preferred combustion turbine
(CT) and combined cycle (CC) units entered the market. The addition of these technologies by
Florida’s utilities fostered an increase in the use of natural gas to produce electricity.

Due to the state’s continued increase in the demand for electricity and the relatively low
natural gas prices during the 1990s, Florida’s utilities continued to add gas-fired generating units to
satisfy economic and reliability needs. Figure 7, on the next page, illustrates Florida’s energy
generation by fuel type and the growth of overall energy demands which utilities were required to
serve. As shown in Figure 7, natural gas generation has increased from nearly 16.8 percent of the
state’s electricity requirements in 1998 to 40.4 percent in 2008. Current projections indicate that
natural gas generation will supply 46.7 percent of the state’s energy generation by 2018.
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Figure 7. State of Florida: Energy Generation by Fuel Type (Percent of Total)
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Between 1980 and 2000, moderate fuel prices, as well as a balanced planning approach used
by Florida’s utilities, resulted in relatively stable average electricity prices for Florida’s ratepayers
with real prices actually declining. Starting in 2001, natural gas prices began to increase nationwide,
and as a result, electricity prices have been increasing consistently since 2003. This increase is
illustrated in Figure 8 on the next page.
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Figure 8. Average Residential Electric Bill: 1980 to Present
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Moreover, in 2005, hurricanes and tropical storms in the Gulf of Mexico caused short-term
spikes due to gas supply disruptions. The effects of higher, volatile gas prices have been dramatic on
customer bills. Such events illustrate the importance of a balanced fuel supply since fuel diversity can
serve as a risk mitigation strategy by providing a dampening effect on fuel price volatility caused by
daily market conditions.

Over the last 20 years, Florida’s utilities have turned to natural gas to satisfy the state’s
growing energy demand. The recent volatility of natural gas prices, however, has shown that the
overdependence on a single fuel can lead to an unacceptable risk of supply disruptions and rate
increases. Unfortunately, fuel diversity cannot be achieved overnight.

Utility Generation Efficiency and Modernization

When considering the addition of supply-side generation, Florida’s electric utilities must
consider many environmental, economic, and reliability issues. The modernization of existing units
plays a key role in addressing each of these issues. The conversion of less efficient fossil steam
generation to combined cycle generation increases capacity while improving the thermal efficiency of
the existing unit, results in less fuel use, and lower emissions. Such projects may require the
temporary removal of existing units, thus impacting reliability until the completion of the
modernization. Utilities should continue to explore potential conversion projects and report the
feasibility of each conversion in next year’s Ten Year-Site Plans.

In response to a staff data request, the Ten-Year Site Plan utilities identified facilities that are
potentially capable of conversion. Table 7 on the next page summarizes their responses.
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Table 7. Fossil Steam Facilities to Consider for Conversion

Fuel & Combined
Company Plant Name i Summer Capacity In-Service Year(s)
Unit Type
(MW)
FPL Cutler Units 5 & 6 NG Steam 205 1954 & 1955
FPL Manatee Units | & 2 Oil Steam 1.624 1976 & 1977
FPL Martm Units 1 & 2 Oil Steam 1.652 1980 & 1981
FPL Port Everglades Units ST1, 2,3, & 4 Onl Steam 140 1971
FPL Sanford Unit 3 Oil Steam 138 1959
FPL Turkey Point Units 1 & 2 Oil Steam 788 1967 & 1968
PEF Crystal River Units 1 & 2 Coal Steam 869 1966 & 1969
PEF Suwannee River Units 1,2, & 3 Oil Steam 131 1953, 1954, 1956
PEF Anclote Units 1 & 2 Oil Steam 1.011 1974 & 1978
Gulf Scholz Units 1 & 2 Coal Steam 92 1953
Gulf Smith Unit 2 Coal Steam 195 1967
Total Capacity 6845

The Commission has already granted determinations of need for two conversions from fossil
steam to combined cycle units. The approved conversions, located at FPL’s Cape Canaveral and
Riviera sites, represent a significant increase in generating capacity while reusing the plant site and
reducing fuel usage and emissions. PEF has also recently conducted a conversion of its Bartow plant
from fossil steam to a combined cycle unit. This conversion did not require a PPSA determination of
need. PEF currently plans the retirement of Crystal River Units 1 and 2 after Levy Unit 2 has
completed its first fuel cycle, due to stipulations relating to environmental issues. Gulf also is
evaluating the conversion of two of its smaller coal units, Scholz Units 1 and 2, to biomass fuel.

In its Ten-Year Site Plan, FPL is planning to temporarily remove several of its older, less
efficient generating units from active service and place them into “Inactive Reserve” Status. Table 8
on the next page details these units, several of which appear in the Table 7 above. With a reduction of
load, and the construction of recent, more energy-efficient natural-gas fired, solar, and nuclear
generation capacity, FPL has determined that by temporarily removing from service those units with
higher operating costs, the utility can more affordably service customers. The units will continue to be
maintained and will be placed back in service as needed. PEF, JEA, and Gulf have plans to retire
some fossil steam units during the planning period.
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Table 8. FPL’s Inactive Reserve Units

Plant Naise F !lel & Summer Capacity Year Removed from Year Returned to
Unit Type (MW) Service Service

Cutler Unit 5 NG Steam 64 Summer 2009 -

Cutler Unit 6 NG Steam 137 Summer 2009 -

Port Everglades Unit | il Steam 213 Summer 2009 -

Port Everglades Unit 2 Oil Steam 213 Summer 2009 -

Sanford Unit 3 Oil Steam 139 Summer 2009 -

Martin Unit 2 Oil Steam 826 Summer 2010 Summer 2016
Manatee Unit 2 il Steam 822 Summer 2010 Summer 2017
Total Capacity 2414

Proposed Generating Units

Any proposed steam-fired or solar generating unit of at least 75 MW requires certification
under Florida’s PPSA. Under the PPSA, the Commission is the exclusive forum for determining the
need for electric power plants. The Commission has granted a determination of need for several
generating units of various technology types in recent years.

A majority of the capacity identified in the 2009 Ten-Year Site Plans has already received a
determination of need from the Commission or is under construction. As a result, with approximately
11,000 MW of new natural gas-fired generation planned to enter service over the next 10 years, only
555 MW requires a determination of need by the Commission. As discussed below, a petition for
determination of need could be expected by approximately 2014.

Reserve Margin Requirements

As a measure to ensure power is delivered to Florida’s customers reliably, the FRCC has a
resource adequacy standard of a 15 percent reserve margin above peak demand that must be met by
the utilities. Multiple utilities in the FRCC region, including FPL, PEF, and TECO, have employed a
higher standard of a 20 percent reserve margin criteria. The primary season when reserve margins
approach the minimum FRCC reserve margin criteria is the summer. The lower summer reserve
margin is partially due to load forecasting, but also due to the fact that generating units can operate at a
higher capacity in the winter than the summer due to ambient temperatures.

Although the 20 percent reserve margin employed by FPL, PEF, and TECO provides
increased reliability to the state’s system, it is paramount that, in an era of rising rates, utilities should
study all options available to mitigate price increases, including possible modification of current
planning criteria.

DSM, such as load management and interruptible load, is also included in the region’s reserve
margin. Although the FRCC has not set a standard which limits the percentage of the reserve margin
which can be met with DSM, utilities have found that when these types of programs are used
frequently, customers are more likely to leave the program. The sudden loss of DSM participants can
lead to a lower system reliability, so utilities must balance the reserve margin between DSM and
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generation.  As shown in Figure 9 below, the projected reserve margins with and without DSM are
above the FRCC minimum standard of 15 percent.

Figure 9. Summer Peninsular Reserve Margin Projections
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Nuclear

Nuclear generation is a generating technology that produces no greenhouse gas emissions.
Significant strides have been made nationally to bring nuclear generation back to the forefront,
including new standardized plant designs pre-approved by the Nuclear Regulatory Commission and
streamlined safety and operating licensing to expedite construction. Nevertheless, licensing,
certification, and construction of a new nuclear power plant in Florida is expected to take
approximately ten years. Coupled with extremely high capital costs, due in part to worldwide
industrialization and demand for construction materials and labor, the commitment to the construction
of new nuclear power plants entails its own set of financial risks. In an effort to mitigate the economic
risks associated with nuclear power plants, the Florida Legislature enacted Section 366.93, F.S., in
June 2006. The Florida Legislature directed the Commission to establish new rules to provide for
early cost recovery mechanisms for costs related to the siting, design, licensing, and construction of
nuclear power plants in Florida. Rule 25-6.0423, F.A.C., enacted April 8, 2007, fulfills the legislative
mandate for nuclear power plant cost recovery.

Increased nuclear capacity will significantly contribute to both greater system fuel diversity
and lower greenhouse gas emissions. Additionally, nuclear generation does not face the same supply
disruptions as fossil fuel generation because nuclear fuel is added to the units during refueling outages
which typically take place once every 18 to 24 months.

Both FPL and PEF have included additional nuclear capacity from expansion (uprates) of their
existing nuclear power plants in their 2009 Ten-Year Site Plans. Combined, the uprates of the PEF
and FPL units will add approximately 554 MW of additional nuclear capacity.
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In 2008, the Commission also granted PEF and FPL a determination of need for new nuclear
generation. PEF’s Levy Units 1 and 2 will mark the first construction of new nuclear generation in
Florida in more than 20 years. According to the Ten-Year Site Plan filed on April 1, 2009, Levy Units
1 and 2 will provide approximately 1,100 MW of capacity each and will have in-service dates during
2016 and 2017, respectively. The units will be constructed on a greenfield site located eight miles
from PEF’s existing Crystal River site. Since the filing of its Ten-Year Site Plan, PEF announced on
May 1, 2009, that the Levy Units will be delayed by a minimum of 20 months, as work requiring a
Limited Work Authorization from the Nuclear Regulatory Commission could not be acquired. As a
result of the delay, PEF’s reserve margin will be reduced below its 20 percent threshold by 2016. The
impact of the delay will be incorporated into next year’s Ten-Year Site Plan.

FPL’s Turkey Point Units 6 and 7 will also provide approximately 1,100 MW of capacity
each. The two new nuclear units have in-service dates set for 2018 and 2020, respectively, and will be
constructed at FPL’s existing Turkey Point power plant site. Because of the later in-service date,
Turkey Point Unit 7 does not appear in FPL’s 2009 Ten-Year Site Plan. On June 30, 2009, FPL
submitted its application for a Combined Operating License to the NRC.

Currently, all four new nuclear power plants have received a determination of need from the
Commission, and no other new nuclear projects are within the planning period. Also, on August 11,
2009, the Governor and Cabinet unanimously approved PEF’s site request for Levy Units 1 and 2.
Table 9 below summarizes the new nuclear projects which have been granted a determination of need
by the Commission.

Table 9. Nuclear Capacity Additions

Dates
Summer
Utility Generating Unit Name C(aI\I/:l[i‘l;i)ty Need Approved Cl:l["ﬁsl'iAed Ih S orice
(Commission) (DEP) Date

PEF Crystal River Unit 3 26 & 129 2/2007 8/2008 ]2(22?(2’31‘?
FPL St. Lucie Unit | 103 1/2008 9/2008 12/2011
FPL Turkey Point 3 104 1/2008 10 /2008 5/2012
FPL St. Lucie Unit 2 88 1/2008 9/2008 6/2012
FPL Turkey Point 4 104 1/2008 10/2008 12/2012
PEF Levy Unit 1 1,092 5/2008 8/2009 6/2016
PEF Levy Unit 2 1,092 5/2008 8/2009 6/2017
FPL Turkey Point 6 1,100 372008 - 2018
FPL Turkey Point 77 1.100 3/2008 - 2020
Total Capacity R 4938

Nuclear power plant construction is capital-intensive, has a long lead time, and remains
uncertain with regard to future capital costs and fuel prices. The Commission, however, reviews the
continued feasibility of both Levy Units 1 and 2 and Turkey Point 6 and 7 during its annual nuclear

7 Because of its in-service date, Turkey Point Unit 7 does not appear in FPL’s schedules, though it is discussed within their
Ten-Year Site Plan.
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cost recovery proceedings. Such proceedings provide the Commission with a forum to ensure that
construction of the nuclear units continues to be in the best interest of ratepayers.

Coal

In an effort to balance the state’s fuel supply, several coal-fired power plants were proposed in
recent Ten-Year Site Plans. Due to a combination of fuel cost uncertainties, high capital costs, and
uncertainties regarding potential environmental costs related to possible carbon emission regulations,
more than 3,500 MW of coal-fired generation was canceled in 2007. Despite initial opposition,
Seminole Electric Cooperative received final certification of Seminole Unit 3. a 750 MW coal-fired
power plant, on June 13, 2008. Seminole Unit 3 has an in-service date of May 2016, and represents
the only planned addition to Florida’s coal-fired generating capacity, shown below in Table 10. Due
to the opposition faced by the Seminole unit, this plant may be the last coal unit to be built in Florida
for a long time, leaving natural gas and nuclear energy as the primary utility-owned generation
alternatives. In addition, PEF has entered into a stipulation with DEP (to comply with environmental
regulations) to retire Crystal River Units 1 and 2 when Levy Unit 2 completes its first fuel cycle.

Table 10. Coal Capacity Additions

Dates
Summer S
Utility Generating Unit Name Capacity ;
Gy | et | eu | B
(DEP)
SEC Seminole Unit 3 750 712006 8/2008 5/2014
Total Capacity 750 :

Natural Gas

Due to the long permitting and construction periods involved with nuclear generating plants,
coupled with the cancellation of more than 3,500 MW of coal-fired generation, additional natural gas-
fired generation has been planned for the interim. Natural gas-fired generation accounts for a majority
of the incremental capacity being added to Florida’s generation base and will likely be the fuel of
choice for years to come. The 2009 Ten-Year Site Plans include the net addition of approximately
11,000 MW of natural gas generation. The 2008 Ten-Year Site Plans included roughly 15,500 MW
of gas generation. This decline can be attributed in part to the reduction in load forecasts and the
inclusion of the nuclear units in the 2009 Ten-Year Site Plans.

A total of 2,159 MW of natural gas-fired combustion turbine capacity is expected to enter
service by the end of 2018. These units, as they are not steam-fired capacity, do not require siting
under the PPSA, and therefore do not appear before the Commission for approval. A list of all
combustion turbine units entering service is included in Table 11 on the following page.
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Table 11. Natural Gas - Combustion Turbine Additions

Summer
Utility Generating Unit Name Capacity In-Service Date
(MW)

GRU South Energy Center Unit 1 4 572009
JEA 1D Kennedy Unit 8 150 4/2009
TECO Bayside Units CT3-CT6 224 2009
TECO Big Bend Unit CT4 56 9/2009
TECO Future Units CT1-CTI11 895 2012 -2016
PEF Suwannee River Units P4 & 5 356 2014 -2015
SEC Gilchrist Units [-3 474 12/2015
Total Capacity 2,159

The remainder of the natural gas capacity comes from combined cycle units, which have
greater than 75 MW of steam capacity and are therefore covered under the PPSA. A majority of the
capacity to be added during the ten-year period has already received a determination of need from the

Commission, excluding a single proposed unit.

TECO’s Ten-Year Site Plan lists a 555 MW

combined cycle unit with an in-service date of May 2018. Given typical lead times associated with
combined cycle units, a petition would be expected for this unit by 2014. Table 12, below, includes

all combined cycle units planned to enter service by 2018.

Table 12. Natural Gas - Combined Cycle Additions

Dates
Summer
Utility Generating Unit Name Capacity | Neeg Approved PPSA R
(MW) (Commission) s Date
(DEP)

FPL West County Energy Center Unit 1 1,219 6/2006 12 /2006 6/2009
PEF Bartow 1,159 n/a n/a 6/2009
FPL: West County Energy Center Unit 2 1,219 6/2006 12 /2006 11/2009
ouc Stanton Unit B 287 672006 12 /2006 2/2010
FMPA Cane Island 4 296 8/2008 12/2008 572011
FPL West County Energy Center Unit 3 1219 9/2008 11/2008 6/2011
JEA Greenland Energy Center 491 2/2009 - 6/2014
FPL Cape Canaveral Conversion 1219 9/2008 - 6/2013
FPL Riviera Conversion 1,207 9/2008 6/2014
TECO Future CC 555 - - 5/2018
Total Capacity 8871
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Resource Additions

Table 13 below reflects the aggregate capacity additions contained in the reporting utilities’
2009 Ten-Year Site Plans. At the time of filing, the state’s electric utilities planned to add a net
summer capacity of 10,225 MW over the next 10 years. For example, coal, including new
construction of 750 MW, has a net capacity of 489 MW over the planning period due to existing unit
uprates, derates, and retirements. Negative values in the table reflect the retirement or downrating of
fossil steam units, the expiration of firm capacity interchange contracts from out of state, and the
expiration of firm capacity contracts with independent power producers and qualifying facilities
within the state. If new contracts are signed in the future to replace those that expire, these resources
will once again be included in the state’s capacity mix. The subsequent effects of these additions as
well as recent changes, are discussed throughout this report. These proposed capacity changes
represents a decrease in approximately 4,000 MW of net summer capacity as filed with the 2008 Ten-
Year Site Plans. As in past years, the majority of new capacity planned in the 2009 Ten-Year Site
Plans is expected to come from gas-fired units, with nuclear generation representing the next largest
fuel source.

Table 13. State of Florida: Proposed Capacity Changes As Reported

Net Summer Capacity Changes (MW)
Unit Type 2008 Ten-Year Site Plan 2009 Ten-Year Site Plan
(2008-2017) (2009-2018)
Natural Gas (NG) :
Combined Cycle 14514 8.861
Combustion Turbine 1293 2,130
Steam =247 277
Coal
Steam 705 489
Integrated Coal Gasification 0 0
Combustion Turbine & Diesel =208 -141
Steam =541 -2.497
Nuclear (NUC)
Steam 2,764 3.838
Firm Purchases
Independent Power Producer (IPP) -1.4%96 -1,993
Interchange -1.813 954
Non-Utility Generator (NUG) -608 384
Renewables 202 385
Net Capacity Additions 14,565 10.225

Figure 10 on the following page illustrates the present and future aggregate capacity mix. The
capacity values in Figure 10 incorporate all proposed additions, changes, and retirements from Table
13
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Figure 10. State of Florida: Electric Utility Summer Capacity (MW) Mix As Reported
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Outlook

In response to the declining load forecasts, the reporting utilities have modified the number
and size of additional generation facilities required in order to maintain an adequate supply of
electricity at a reasonable cost. As in past years, the majority of new capacity planned in the 2009
Ten-Year Site Plans is expected to come from gas-fired units, with nuclear generation representing the
next largest fuel source. Only a single coal-fired unit is planned by 2018. Also, only a single
generating unit, a natural gas-fired combined cycle, does not yet have a determination of need and
requires one for construction.

While generation planning requires considerable lead time, plans are subject to change due to
several factors including changes to fuel cost. energy use projections, evolving technology, and
changing energy policy. The primary fuel types remaining in Florida as a viable option for new
generation are natural gas, either as a combustion turbine for peaking needs or a combined cycle for
intermediate or baseload capacity, or nuclear power plants, as baseload generation. As a result, fuel
diversity will be impacted by the leading role of these two sources of energy for the state and may, in
turn, limit the ability to protect Florida’s ratepayers from price volatility.
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3. FUEL PRICE, SUPPLY, AND TRANSPORTATION

Utilities must decide which type of plant to build several years in advance: approximately
four years for combined cycle, seven years for coal, and ten or more years for nuclear. Fuel price
forecast is an important element of generation expansion planning. However, because long-term fuel
prices cannot be predicted precisely, factors other than price such as supply, transportation, and
diversity are also important.

Figure 11 below illustrates the weighted average forecasted fuel price for the 11 reporting
utilities. The forecasted price for each fuel type is weighted by energy generation, meaning that
utilities that generate large amounts of electricity from a particular fuel type will have more of an
influence on the average. Prices for solid fuels, such as nuclear and coal, are forecasted to remain
stable compared to oil and natural gas prices.

Figure 11. Reporting Utilities: 2009 Weighted Average Fuel Price Forecast
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Natural Gas Price Forecasts and Supply

The utilities provided forecasts of natural gas prices in nominal dollars on a delivered basis.
Natural gas prices are driven by various factors, including weather, inventories, macroeconomic
conditions, and prices of other refined petroleum products. Refined petroleum products such as
distillate oil and residual oil have been considered as close substitutes in U.S. industry and electric
power generation. Different assumptions of these factors contained in utilities’ forecasting models
result in different forecasts of natural gas prices. Figure 11 shows on average, that the utilities expect
natural gas prices continue to be less expensive compared with distillate oil and residual oil, based on
equivalent energy contained in the fuel.
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Short-term supply issues such as hurricanes and tropical storms in the Gulf of Mexico
typically cause spikes in the price of natural gas. Demand for natural gas over the planning period will
be driven by the requirements of gas-fired electric generators. Demand growth in other industry
sectors and the residential sector is expected to be modest.

Transportation

In Florida, increased dependency on natural gas could affect the reliability of electric utility
generation supply, primarily from the possibility of natural gas supply or transportation disruption.
The North American Electric Reliability Corporation (NERC) established a Gas/Electricity
Interdependency Task Force to determine reliability impacts and to recommend mitigating measures
should reliability risks arise. The NERC task force completed a study in May 2004, concluding in
part that gas pipeline reliability can substantially impact electric generation and that electric system
reliability can have an impact on gas pipeline operations. The FRCC continues to review the
recommendations made by the NERC task force to determine where to focus future analyses. The
FRCC has recommended that Peninsular Florida has adequate pipeline capacity for reliability
purposes for both current and future natural gas demand. However, with this statement, the FRCC
assumes that generating units having the capability to burn oil will do so at time of peak demand.
Therefore, economics may be the driving factor for any future gas pipeline expansions.

For several years, Florida has relied primarily on two gas pipeline companies, Florida Gas
Transmission (FGT) and Gulfstream Natural Gas (Gulfstream), to supply natural gas to electric
utilities, large industrial customers, and local distribution companies. FGT operates approximately
5,000 miles of pipeline nationwide, including 3,300 miles in Florida. FGT’s system has undergone 7
expansions since its inception in 1959, increasing pipeline capacity from its original 0.278 Bcf/day to
its current 2.3 Bef/day. FGT’s Phase VII Expansion Project began service in May 2007. FGT is
proposing its Phase VIII Expansion Project that will consist of approximately 483.2 miles of multi
diameter pipeline in Alabama, Mississippi, and Florida with approximately 365.8 miles built parallel
to existing pipelines. FGT estimates the total cost of the project will be $2,455 million. The project is
expected to be completed and in service in the spring of 2011.

Gulfstream has a system pipeline capacity of 1.25 Bef/day. The first phase of Gulfstream’s
system, which entered service in 2002, crosses the Gulf of Mexico between Pascagoula, Mississippi,
and Manatee County, Florida, with more than 430 miles of 36-inch diameter pipe. The Phase II
expansion, a 110-mile extension to FPL’s Martin plant site in Martin County, entered service in
February 2005. Phase III expansion, which began service in the summer of 2008, has provided
service to FPL’s West County Energy Center. Phase IV expansion, completed in the first quarter of
2009, provides pipeline capacity for PEF’s Bartow site in Pinellas County.

The newest pipeline system serving Florida is the Cypress Pipeline. Phase I of this project
connects the Elba Island LNG facility near Savannah, Georgia, to FGT’s system near Jacksonville.
This pipeline began service in May 2007 and provides gas to PEF’s Hines’ units. The new pipeline
provides an incremental 220 million cubic feet per day (MMcf/d) of takeaway capacity. On May 1,
2008, Phase II of the pipeline was placed into service. During this phase of the project compression,
facilities were installed to add an additional 116 MMcf/d of capacity to the pipeline. Phase III of the
project, which will add an incremental 164 MMcf/d through additional compression, is scheduled to
be in service by 2010.
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On April 7, 2009, FPL petitioned the Commission to determine the need for its proposed
Florida EnergySecure Pipeline, a 280-mile long, 30-inch diameter pipeline.® The proposed line
would have commenced in Bradford County and extend southeast to its terminus at FPL’s Martin
Plant site. The pipeline’s initial transportation capacity was planned as 600 million cubic feet per day
(MMcf/d) with an ultimate capacity of 1.25 billion cubic feet per day (Bef/d). The Commission
denied the project’s determination of need on October 6, 2009, given that the pipeline project was not
the most cost-effective alternative. FPL has been instructed to rebid the contract, and come back to
the Commission with updated information for a future determination.

Out-of-State pipeline projects also increase supply options for Florida. The Southeast Supply
Header project is a 270-mile, 36-inch diameter pipeline from the Perryville hub in Louisiana to
interconnect with the Gulfstream Pipeline at Pascagoula, Mississippi. FPL contracted for 50 percent
of the capacity, and PEF contracted for 20 percent. For both utilities, the Commission has approved
the recovery of prudent transportation costs associated with this pipeline through the fuel cost
recovery clause. This pipeline began service in September 2008. Other examples are the expansion
projects by Gulf South Pipeline Company that bring unconventional gas, from areas such as the
Barnett Shale and Bossier Sands in east Texas. to connections with FGT and Gulfstream.

In addition to the Cypress Pipeline, one other LNG project is proposed to serve Florida.
Hoegh LNG — Port Dolphin, a proposed offshore terminal and submerged buoy system, would be 28
miles offshore and will be connected to Port Manatee near Tampa Bay by a 42-mile pipeline. The
project is scheduled to start commercial operations by 2011 with a peak send-out capacity of 1.2
Bef/day. The pipeline project application was approved by the Governor on September 11, 2009.

Coal Price Forecasts and Supply

The reporting utilities forecasted coal prices on a delivered basis, resulting in differences in the
forecasted prices depending on the location of the particular utility’s coal plant and the mode of
transportation. The forecasts use existing long-term contract prices and estimates of the spot market
prices.

The reporting utilities generally see relatively stable coal prices over the planning horizon.
Ample supply of domestic coal and the availability of imported coal should provide support for a
stable commodity pricing. However, rising rail transportation costs may contribute to higher delivered
prices. As railroads expand tracks to relieve congestion problems, transportation costs will increase
since the railroads will include returns on expansions in their rates. Some reporting utilities depend
entirely on rail for coal transport. Others use waterborne and rail transportation, both of which can
reduce costs. Over the planning horizon, the Energy Information Administration (EIA) sees periodic
bottlenecks for railroads transporting western coal to the eastern United States. Potentially, a
combination of ocean transport with short-haul rail transport can reduce delivered MMBtu costs. For
utilities with plants at interior sites, the ability to get short-haul rail transport contracts is an important
factor for reducing the costs of delivered coal over the planning period.

* Docket No. 090172-El — Petition to determine need for Florida EnergySecure Pipeline by Florida Power & Light
Company.
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Figure 11 shows on average, that the utilities expect coal prices continue to be less expensive
compared with other fossil fuels, based on equivalent energy contained in the fuel. Therefore, existing
coal plants may continue to play an important role in fuel diversity and lower fuel costs for customers.

Residual and Distillate Oil Price Forecast and Supply

Oil prices depend on global economic growth, other competing energy developments, and
geopolitics. Economic growth in India, China, and the Pacific Rim countries has increased demand.
Platts, an energy information service, states there will always be a geopolitical risk premium in oil
prices. Sources of geopolitical risk for oil prices are Venezuela, Nigeria, Russia, the former Soviet
states, and the Middle East. These factors contributed to the increased volatility of crude oil prices in
recent years. Residual oil and distillate oil prices have been affected by being the refined products of
crude oil.

Several Florida electric utilities continue the use of residual fuel oil (heavy oil) for generation.
The companies provided price forecasts showing nominal delivered prices for residual fuel oil,
typically in three categories based on sulfur content. Florida electric utilities also use distillate oil (No.
2 fuel oil) as a back-up fuel for natural gas plants that are fuel switchable and as a starter fuel for coal
plants. Due to its relatively high price, utilities do not use distillate oil to generate a significant amount
of electricity. Figure 11 shows on average, that the utilities expect natural gas prices continue to be
less expensive compared with distillate oil and residual oil, based on equivalent energy contained in
the fuel. Distillate oil and residual oil are likely to continue their declining significance as a source of
electric generation in Florida.

Nuclear Fuel Price Forecasts and Supply

The long-term outlook for the nuclear fuel supply chain is currently influenced by the
following factors:

Aging milling, conversion, and enrichment facilities

Lack of excess capacity

Lack of supply diversification at processing facilities

Potential regulatory changes and increased security requirements
Number and timing of the start-up of new nuclear plants

Number and timing of the start-up of new mines and milling facilities
Performance of processing plants

Traditionally, nuclear fuel prices have been very stable; however, based on the above factors,
prices are becoming more volatile. Both owners of Florida nuclear units, PEF and FPL, are
forecasting a moderate upward trend in nuclear fuel prices for the 2009 to 2018 planning period. An
additional feature of industry pricing is that utilities depend increasingly on long-term contracts, with
terms out to five years, for uranium conversion, enrichment, and fabrication.
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6. TRANSMISSION PLANS

As generation capacities increase, the transmission system must grow accordingly to maintain
the capability of delivering the energy to the end user. The Commission has been given broad
authority under certain sections of Chapter 366, F .S., known as the Grid Bill, to require reliability
within Florida’s coordinated electric grid and to ensure the planning, development, and maintenance
of adequate generation, transmission, and distribution facilities within the state.

Reliability Standards

Nationwide, electric utilities plan their bulk power systems (100 kV and above) to comply
with the NERC and regional reliability standards. The NERC's mission is to ensure that the bulk
electric system in North America is reliable, adequate, and secure. Since its formation in 1968, the
NERC operated successfully as a self-regulatory organization, and the electric industry voluntarily
complied with the NERC’s reliability standards. Changes in the electric industry, however, have
rendered the voluntary compliance system inadequate. In response to these industry changes,
Congress required the Federal Energy Regulatory Commission (FERC) to develop a new mandatory
system of reliability standards and compliance. The Energy Policy Act of 2005 authorized the
creation of an electric reliability organization (ERO) with the statutory authority to enforce
compliance with reliability standards among all market participants. The NERC received certification
as the ERO from the FERC in July 2006.

NERC works with all stakeholder segments of the electric industry, including electricity users,
to develop standards for the reliable planning and operation of the bulk power systems.
Fundamentally, a power system should always operate in such a way that no credible contingency
could trigger cascading outages or another form of instability. Reliability standards are generally
applied as follows:

* Under a single-contingency criterion, a utility’s transmission system experiences no
equipment overloads, voltage violations, or instability following a contingency outage
of the single most crucial element, whether that piece of equipment is a generator, a
transmission line, or a transformer. The single-contingency criterion is generally the
minimum reliability standard at which electric utilities plan their bulk power systems.

* Under a multiple-contingency criterion, a utility’s transmission system must withstand
the simultaneous failure of two or more elements with a controlled loss of load and no
cascading outages which affect neighboring utilities. The transmission system must
subsequently be able to adjust so that all elements operate within their emergency
ratings for the duration of the outage.

In response to congressional actions to require mandatory reliability standards, which were
supported by the Commission, the FRCC has implemented a compliance program that will monitor
and enforce compliance with the NERC and the FRCC reliability standards. The program relies on
self-assessment, periodic reporting, and on-site audits for compliance. In administering the
compliance program, the FRCC works closely with all owners, operators, and users of the state’s bulk
electric system. The Commission staff attends FRCC meetings and maintains an open dialog with the
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FRCC on reliability matters affecting the state. The Commission will continue to work closely with
the FRCC, NERC, and FERC to guarantee the adequacy and reliability of Florida’s electric grid.

FRCC Transmission Planning Process

One of the benefits attributed to the formation of a regional transmission organization (RTO)
is centralized, coordinated transmission planning. Tn April 2006, the Commission closed a lengthy
mvestigation into the prudence of forming an RTO, known as GridFlorida, because the RTO did not
appear to be cost-cffective. The Commission directed Peninsular Florida’s utilities to coordinate their
transmission planning activities through the FRCC in an effort to capture some benefits of an RTO.
The FRCC’s transmission planning process is expected to yield a more complete transmission
expansion plan from a peninsular perspective. The process will make sure that the reliability
standards and criteria established by the NERC and the FRCC are met and will use the specific design,
operating, and planning criteria employed by Peninsular Florida transmission owners. The
Commission staff continues to participate in the FRCC’s meetings on transmission planning. The
Commission will continue to monitor coordinated planning efforts by Florida’s utilities and, if
necessary, will exercise its Grid Bill authority to ensure the adequacy and reliability of Florida’s
transmission system.

The FRCC performs a long range, ten-year study, as well as a study of the interface between
Florida and the Southern Company (Southern). Sensitivity studies test the robustness of Peninsular
Florida’s transmission system under various conditions and are performed within both studies.
Examples of the sensitivities studied are as follows:

* Transmission and/or generation facilities unavailable due to scheduled and/or forced
outages

*  Weather extremes for summer and winter periods

* Different load levels (e.g., 100-, 80-, 60-, and 40 percent) and/or seasons of the year

e Various generation dispatches that will test or stress the transmission system

* Reactive supply and demand assessment (generator reactive limits and power factor)

® Specific areas of combination/cluster of generation and load serving capability among
various transmission owners/providers in the FRCC that continually experience or are
expected to experience significant congestion

e  Other scenarios or system conditions, such as stability analysis

Consistent with the FRCC transmission planning process, these sensitivity studies will not
necessarily call for the construction of transmission facilities identified in the studies, but will furnish
insight into how robust the planned transmission system is expected to be.
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2009-2018 Long Range Transmission Study

The long range transmission study is a steady-state assessment of the adequacy of the FRCC’s
bulk and 69 kV transmission system for 2009-2018. The NERC Transmission Planning Standards are
used to gauge the adequacy of the transmission system. These transmission planning standards state
that the transmission system must remain stable within the applicable thermal and voltage rating limits
without cascading outages, under normal system conditions, as well as during single and multiple
contingency events. The FRCC’s Long Range Transmission Reliability Study covers both near-term
and long-term portions of the planning horizon. The near-term part examines years two through five
(2009-2013) and analyzes in detail specific remedies identified for all thermal and/or voltage
screening criteria exceptions. The long-term section examines years six through ten (2014-2018) to
determine if any trends are developing that would require attention.

The Long Range Transmission Reliability Study for transmission facilities, 69kV and greater,
within the FRCC Region concluded that potential thermal and voltage screening criteria violations can
be resolved by operator intervention meeting the NERC Transmission Planning Standards. The
resolutions were thoroughly reviewed by the transmission owners and found to be adequate to
maintain acceptable system performance under all conditions and events. The FRCC found no major
projects requiring long lead times.

Florida-Southern Interface Transfer Capability Study

Currently, Peninsular Florida imports 1,605 MW of firm capacity into the FRCC region from
the Southern Control Area within the SERC region (Southern). The remaining transferrable capacity,
nearly 2,000 MW, is available for non-firm energy sales. Firm capacity exports to Southern do not
occur at this time, nor are they forecasted to occur during the planning horizon. The FRCC and
Southern annually perform an interregional transmission study to confirm the maximum import and
export capability between the two regions and to make sure that the transmission plans of both regions
jointly meet the NERC reliability standards. Based on studies performed by the FRCC and Southern,
there do not appear to be any reliability constraints at the Florida-Southern interface at this time
concerning the current use of interface capacity. The 2009 study confirmed the total transfer
capabilities between the FRCC and Southern, which are shown in Table 14 below.

Table 14. Florida-Southern Interface Transfer Capability

Transfer Capability (MW)
Transfer
Summer Winter
Southem to Florida (import) 3600 3800
Florida to Southemn (export) 1000 1900

Review of 2009 Ten-Year Site Plans 34




Proposed Transmission Lines Requiring Certification

Many of the transmission lines proposed by the FRCC as needing to be built require TLSA
certification. To require certification under Florida’s TLSA, a proposed transmission line must meet
the following criteria: a rating of at least 230 kV, crossing a county line, and a length of at least 15
miles. Proposed lines in an existing corridor are exempt from TLSA requirements. The Commission
determines the reliability need for and the proposed starting and ending points for lines requiring
TLSA certification. The Commission must issue a final order granting or denying a determination of
need within 90 days of the petition filing. The proposed corridor route is determined by the DEP
during the certification process. The Governor and Cabinet sitting as the Siting Board ultimately must
approve or deny the overall certification of the proposed line.

The Commission has granted a determination of need for four transmission lines in recent
years. Two of these facilities have also received certification under the TLSA by Florida’s Governor
and Cabinet. Table 15 below lists all proposed transmission lines in the Ten-Year Site Plans that meet
the criteria for TLSA certification.

Table 15. Proposed Transmission Lines Requiring Certification

Line L Nomiwa) Do In-Service
0 Transmission Line Length Voltage
wner : Need TLSA Date
(Miles) (kV)
Approved Certified

FPL St. Johns-Pringle 26.0 230 5/2005 4/2006 6/2009
PEF/TECO | Lake Agnes-Gifford 323 230 9/2007 6/2011
FPL Manatee-Bob White 30.0 230 8 /2006 12/2011
TECO Willow Oak-Davis 294 230 6/2007 8/2008 6/2012
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7. STATE, REGIONAL, AND LOCAL COMMENTS

Florida Municipal Power Agency

Florida Energy and Climate Commission: No comment on FMPA’s Ten-Year Site Plan.

Ireasure Coast Regional Planning Council: The TCRPC considers the Ten-Year Site Plan to
be inconsistent with Regional Goal 9.1 and Strategy 9.1.1 of the Strategic Regional Policy Plan.
Council urges FMPA to develop new programs to reduce the reliance on fossil fuels, increase
conservation activities, and increase the use of renewable energy sources to produce electricity.

Withlacoochee Regional Planning Council: FMPA’s Ten-Year Site Plan is adequate for
planning purposes.

South Florida Water Management District: No comment on FMPA’s Ten-Year Site Plan.

Florida Power & Light Company

Fish and Wildlife Conservation Commission: The three sites FPL anticipates developing may
become community issues due to water needs. Also, the environmental impact of water use needs to
be developed and explained. The FWC therefore does not find FPL’s Ten-Year Site Plan adequate for
planning purposes.

Florida Energy and Climate Commission: No comment on FPL’s Ten-Year Site Plan.

Central Florida Regional Planning Council: FPL’s Ten-Year Site Plan is adequate for
planning purposes.

Southwest Florida Regional Planning Council: Based on information provided in the plan, the
existing and potential development located in southwest Florida as described will enhance the health,
safety, and welfare of the region’s population through the adequate provision of electrical power.

Tampa Bay Regional Planning Council: FPL’s Ten-Year Site Plan is adequate for planning
purposes.

Treasure Coast Regional Planning Council: The Council considers the Ten-Year Site Plan to
be inconsistent with Regional Goal 9.1 and Strategy 9.1.1 of the Strategic Regional Policy Plan,
Council urges FPL to develop new programs to reduce the reliance on fossil fuels, increase
conservation activities, and increase the use of renewable energy sources to produce electricity. The
council encourages FPL to develop more solar and wind generation as well as developing additional
regeneration programs modeled after the California Edison plan.

South Florida Water Management District: No comment on FPL’s Ten-Year Site Plan.

Manatee County: No comment on FPL’s Ten-Year Site Plan.
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Gainesville Regional Utilities

Fish and Wildlife Conservation Commission: The FWC does not find the Ten-Year Site Plan
adequate as their anticipated environmental and land use expansion needs are not explained.

Florida Energy and Climate Commission: No comment on GRU’s Ten-Year Site Plan.

North Central Florida Regional Planning Council: No comment on GRU’s Ten-Year Site

Plan.

Gulf Power Company

Fish and Wildlife Conservation Commission: The FWC found the information submitted for
Gulf Power Company suitable for planning purposes.

Florida Energy and Climate Commission: No comment on Gulf’s Ten-Year Site Plan.

West Florida Regional Planning Council: Gulf’s Ten-Year Site Plan is adequate for planning
purposes.

Escambia County: No comment on Gulf’s Ten-Year Site Plan.

JEA

Fish and Wildlife Conservation Commission: The FWC does not find the report sufficient as
JEA did not report environmental and land use data. This information is needed to cover anticipated
environmental issues and land use changes

Florida Energy and Climate Commission: No comment on JEA’s Ten-Year Site Plan.

Northeast Florida Regional Planning Council: The Council staff supports JEA and the State
in its efforts to continue developing programs that reduce the reliance on coal and oil along with
conservation efforts to develop and provide reliable electric service at the lowest cost.

City of Lakeland

Fish and Wildlife Conservation Commission: The Commission found the information
submitted for Lakeland Electric suitable for planning purposes.

Florida Energy and Climate Commission: No comment on Gulf’s Ten-Year Site Plan.

Orlando Utilities Commission

Fish and Wildlife Conservation Commission: The Commission found the information
submitted for OUC suitable for planning purposes.

Florida Energy and Climate Commission: No comment on QUC’s Ten-Year Site Plan.

South Florida Water Management District: No comment on OQUC’s Ten-Year Site Plan.
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Progress Energy Florida

Fish and Wildlife Conservation Commission: The Commission finds the PEF plan suitable
for the area and the people served.

Florida Energy and Climate Commission: No comment on PEF’s Ten-Year Site Plan.

North Central Florida Regional Planning Council: No comment on PEF’s Ten-Year Site Plan.

Tampa Bay Regional Planning Council: PEF’s Ten-Year Site Plan is adequate for planning
purposes.

Withlacoochee Regional Planning Council: No comment on PEF’s Ten-Year Site Plan.

Pinellas County: The County will continue to support renewable energy resources and
development by the utility. The County would like to review any transmission corridors that impact
the environment, the county, and its land use.

Seminole Electric Cooperative

Fish and Wildlife Conservation Commission: The FWC finds the information submitted by
SEC inadequate for planning purposes in developing the Putnam County and Gilchrist county
generating facilities.

Florida Energy and Climate Commission: No comment on SEC’s Ten-Year Site Plan.

North Central Florida Regional Planning Council: No comment on SEC’s Ten-Year Site

Plan.

Northeast Florida Regional Planning Council: The Council staff supports SEC and the State
in its efforts to continue developing programs that reduce the reliance on coal and oil along with
conservation efforts to develop and provide reliable electric service at the lowest cost.

Putnam County: No comment on SEC’s Ten-Year Site Plan.

City of Tallahassee

Fish and Wildlife Conservation Commission: The Commission did not find any projects or
enhancements planned by the City of Tallahassee. Therefore, fish and wildlife resources are not likely
to be affected.

Florida Energy and Climate Commission: No comment on TAL’s Ten-Year Site Plan.
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Tampa Electric Company

Fish and Wildlife Conservation Commission: The Commission found TECO’s Ten-Year Site
Plan suitable for planning purposes.

Florida Energy and Climate Commission: No comment on TECO’s Ten-Year Site Plan.

Central Florida Regional Planning Council: TECO’s Ten-Year Site Plan is adequate for
planning purposes.

Tampa Bay Regional Planning Council: TECO’s Ten-Year Site Plan is adequate for planning
purposes.

Hillsborough County: No comment on TECO.
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Attachment 3

State of Florida

Jublic Serfice Qommizsion
CAPITAL CIRCLE OFFICE CENTER e 2540 SHUMARD OAK BOULEVARD
TALLAHASSEE, FLORIDA 32399-0850

“M-E-M-O-R-A-N-D-U-M-

DATE: October 19, 2009

TO: Matthew M. Carter II, Chairman
Lisa Polak Edgar, Commissioner
Nancy Argenziano, Commissioner
Nathan A. Skop, Commissioner

FROM: Mary Andrews Bane, Executive Director

RE: Continued Funding of the National Regulatory Research Institute (NRRI)
Critical Information: October 27, 2009, Internal Affairs Agenda. Approval of
Continued Funding of NRRI is sought.

Continued funding of NRRI for 2010 in the amount of $33,333.00 is recommended. The amount
invoiced by NRRI for 2010 is $100,000.00, but our funding should remain at the current level,
given the budgetary constraints facing the Commission.

The National Regulatory Research Institute (NRRI) was established by the National Association
of Regulatory Utility Commissioners (NARUC) in 1976 to “provide high-quality economic,
regulatory and public policy research to the state regulatory commissions comprising the
NARUC membership” and is funded by assessments to the state commissions and other
governmental entities with membership in, or affiliation with, the NARUC.

Under the direction of Executive Director Scott Hempling, the NRRI has taken steps to refocus
and revitalize its research efforts. There has been increased emphasis on producing timely
research products that address critical regulatory issues facing state commissions. Recent papers
have addressed the effect of climate change on commission ratemaking, “pre-approval” of major
capital investments, the competitiveness of special access service in telecommunications
markets, and techniques for regulating small water companies. The research papers are available
electronically on the NRRI website. In addition, NRRI hosts audio conferences, free of charge,
to facilitate discussion among commission staff on key regulatory issues. Attachment A
describes NRRI contributions for July 2008 — June 2009.

A current project involves an investigation and report that will suggest implementable regulatory
and/or legislative policies to enhance acquisitions of small water companies, a topic of special
interest in Florida.

Given that NRRI has clearly become more responsive to the demand for unbiased, independent,
and objective analysis on frontier issues in utility regulation, I recommend that the Commission
continue to fund NRRI for another year at a partial level of $33,333.00.

MAB/ba




Attachment A

SN\

National Regulatory
Research Institute

Contributions to Effective Public-Interest Decisionmaking
July 2008 — June 2009

Knowledge Community

In FY09 NRRI began a major initiative to create a collaborative knowledge development
platform for leveraging community expertise in the accessing, creating and organizing of real
solutions to frontier utility regulation problems. Tentatively called the “NRRI Knowledge
Community,” the platform offers state utility regulators a powerful new means to get the most
from scarce resources. It will reduce the pressure on states to expand regulatory staff in order to
deal with the myriad new issues arising today. A set of pilot communities will begin work in
July; the Federal-State Joint Conference on Advanced Services is planning to use the platform as
a means for compiling an inventory of successful state and local projects and best practices for
increasing the adoption of broadband.

Publications

NRRI published fifteen new works in FY09 (see list below). The NRRI website
(www.nrri.org) attracted an average of 2,250 unique visitors each month; these visits resulted in
more than 20,000 views of NRRI reports and other NRRI publications.

o Effective Regulation: Guidance for Public-Interest Decisionmakers, a 118-page book
that provides detailed descriptions of the physical, financial, and regulatory
infrastructures in the electricity, gas, telecommunications, and water industries. A copy
was mailed to every sitting commissioner in February.

¢ Natural Gas in a Carbon-Constrained World — The report synthesizes the
presentations made at the 2008 NARUC Winter Meetings that address the connection
between greenhouse gas legislation (GHG) and the natural gas sector. The consensus
among presenters was that any GHG legislation will increase the demand for new gas-
fired power plants, aggravating the tight gas market that has prevailed since the turn of
this century. Published: March 2008 Downloads: 82
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A Rate Design to Encourage Energy Efficiency and Reduce Revenue Requirements
— The report discusses the merits of the Straight Fixed Variable (SFV) rate design method
of decoupling a utility’s income from sales used together with Revenue-Neutral Energy
Efficiency Feebates (REEF), which offer a complementary set of price signals designed
to encourage customer conservation. Published: July 2008 Downloads: 1,195
Certification Requirements as a Path to Improve Small Water Utility Operations:
The Issues Facing Regulatory Commissions — The report is part of a series of reports
designed to address the unique issues utility commissions face in regulating struggling
small water utilities. This report discusses the issues involved in establishing
performance requirements and incorporating them into certification requirements for
small water systems. It describes utility performance standards, based on current water
industry best practices, and suggests how such standards could be achieved through
certification requirements. Published: July 2008 Downloads: 185

Fundamentals of Telecommunications Regulation: Markets, Jurisdiction, and
Challenges — The report broadly describes the components of the telecommunications
industry and the methods by which it has been regulated. In addition, it explains existing
universal service policies and mechanisms, along with four major challenges currently
facing the industry and state regulators. Published: October 2008 Downloads: 295
Climate Change and State Utility Commissions: What is the Public Interest? — The
report lays out three distinct views of the public interest that commissions could pursue
when incorporating the goal of reducing climate change risk as an element to be balanced
against cost and reliability and the concern about overall efficiency relative to low rates.
Published: November 2008 Downloads: 299

Pre-Approval Commitments: When and Under What Conditions Should
Regulators Commit Ratepayer Dollars to a Utility-Proposed Capital Project? — The
report helps regulators identify and weigh the factors that should be considered when
faced with a request for approval of a project-related regulatory commitment in advance
of project completion. Published: November 2008 Downloads: 1,020

Speculation in the Natural Gas Market: What It Is and What It Isn’t; When It’s
Good and When It’s Bad — The report refrains from taking a definite stance on the
desirability of speculation in commodity markets, especially the natural gas and oil
markets. It aims, instead, to educate state commissions on the basics of speculation and
why speculation has emerged as an issue. Published: November 2008 Downloads:
1,520

Commission Certification of Small Water Utilities: The Role of Performance
Standards — The report is part of a series of reports designed to address the unique issues
regulators face in regulating struggling small water utilities. This report focuses on small
utility certification and how to establish utility performance standards in the certification
process to specify commission expectations and maintain high-quality performance.
Published: December 2008 Downloads: 296

Competitive Issues in Special Access Markets — The report addresses (1) whether
ILECs have market power over wholesale special access services in some or all areas
and, if they do, whether that market power harms customers or competition; (2) whether
the FCC’s current regulatory policies are effective at protecting consumers and sustaining
a competitive market; and (3) how the FCC might improve data collection to support
more effective regulatory policies. Published: January 2009 Downloads: 540

3




¢ Electric-to-Gas Substitution: What Should Regulators Do? — The paper treats
electric-to-gas substitution, often referred to as “fuel switching,” as a consumer activity
and recommends that regulatory intervention in consumer markets pass a cost-benefit
test: Evidence of market problems (defined by consumers making poor choices for
themselves) must be serious enough to justify the cost of intervention. Published: May
2009 Downloads: 124

e The Outsourcing Option: Are There Some Gas Utility Functions That Others Can
Do Better? — The paper explains why utility regulators should create policies that induce
utilities periodically to undertake an assessment of the relative merits of outsourcing.
Published: February 2009 Downloads: 381

e Multi-Utility Issues at a Glance — The paper discusses seven regulatory challenges that
are common to all infrastructure industries: rate design; infrastructure sufficiency; utility
performance; mergers, acquisitions, and corporate structure; whether to support
technological change; monopolies and competition; and the graying of the work force.
Published: March 2009 Downloads: 120

 Aligning a Utility’s Interests with the Public Interest in Cost-Effective Purchased
Power Transactions — The report evaluates five different approaches available to
regulators for addressing a utility’s use of long-term purchased power as part of the
utility’s least-cost resource plan. Published: April 2009 Downloads: 125

e Commission Authority to Mandate Service Quality Standards When Designating
Telecomm Carriers — The paper concludes that a state that has authority to hear Eligible
Telecommunications Carrier (ETC) designation cases may condition those designations
on compliance with state service quality standards. Published: June 9, 2009 Downloads:
12

In June, NRRI will publish a major critique of the state of Carrier of Last Resort policies.

Audio Seminars

In the last eleven months NRRI has hosted nine audio conferences. NRRI offers these
programs free of charge to utility regulators and their staffs. Four hundred and seventy-five of
the 685 attendees were either commissioners or commission staff, representing 48 of the 51
regulatory bodies served by NRRI. In addition, from May 7 to June 4 of this year NRRI subject
matter experts conducted a series of five weekly “Industries and Issues” conference-call briefings
for new commissioners.

The topics covered were:

Competitive Issues in Special Access

A Comprehensive Regulatory Approach to Gas Supply Planning and Procurement
Pre-Approval Commitments

Private Equity Buyouts

Speculation in the Natural Gas Market

e The Supreme Court’s Mobile-Sierra Decision

e FERC’s Notice of Proposed Rulemaking on Wholesale Competition in Regions with
Organized Electric Markets
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e The Outsourcing Option: Are There Some Gas Utility Functions That Others Can Do
Better?
o Certification of Small Water Utilities

Presentations

NRRI subject matter experts gave a number of presentations this year. A partial list
follows.

e Key Natural Gas Issues Facing State Commissions and Gas Utilities, Ken Costello,
NARUC Staff Subcommittee on Gas, July 20, 2008 — Discussed the major natural gas
issues confronting state commissions, including ratemaking, gas affordability to low-
income households, and the future price and availability of natural gas.

e Regulatory Oversight of Gas Supply Planning and Utility Performance, Ken Costello,
NARUC Committee on Gas, July 22, 2008 — Highlighted the NRRI report (08-07) on
the regulatory oversight of gas supply planning and utility performance.

e Revenue-Neutral Energy Efficiency Feebates, David M. Boonin, Public Utilities
Commission of Ohio, September 17, 2008 — A workshop for the entire Ohio Public
Utilities Commission discussing the concept of Revenue-Neutral Energy Efficiency
Feebates, under the assumption that a straight-fixed variable rate design was used.
Personnel from the commission, local utilities, the consumer advocates’ office, and
environmental groups also participated in the workshop.

o Allowed Return on Equity: Focus on Effective Regulation, David M. Boonin, NARUC
Electricity Staff Subcommittee, November 2008 — A presentation prepared at the
request of NARUC’s Electricity Staff Subcommittee on issues to consider in determining
the allowed return on equity. The presentation raises cautions about looking at allowed
returns and other shortcuts, and stresses the importance of setting a return based upon
capital needs, as well as providing incentives for effective management.

e Questions to Ask about Outsourcing for Gas Procurement and Asset Management,
Ken Costello, NASUCA Gas Committee, October 14, 2008 — Introduced outsourcing as
a business strategy and then discussed how gas utilities recently have used outsourcing
for gas procurement and asset management. Identified questions state commissions
should ask gas utilities about their outsourcing proposals.

o The Ratemaking Challenge: Making Decisions That Best Advance the Public Interest,
Ken Costello, Center for Public Utilities, October 16, 2008 — Discussed the pros and
cons of ratemaking mechanisms, applying revenue decoupling as a case study. The focus
was on how revenue decoupling affects different regulatory objectives.

e Gas Supply Planning and Procurement: A Comprehensive Approach for State
Commissions, Ken Costello, Center for Public Utilities, October 16, 2008 — Discussed a
six-step regulatory approach for overseeing gas supply planning and utility procurement
performance. Issues discussed included: (1) the role of a commission in utility hedging
and other elements of utility planning, (2) the early involvement of a commission and
non-utility stakeholders in utility planning, and (3) the establishment of commission
principles and standards for utility planning.




Key Issues Facing Gas Utilities and State Public Utility Commissions, Ken Costello,
Center for Public Utilities, October 17, 2008 — Discussed the implications of a tight
wholesale natural gas market for gas utilities and state regulation; identified and
examined new ratemaking mechanisms proposed by gas utilities; discussed gas
affordability issues and utility responses; and discussed short- and long-term projections
of the natural gas market.

NRRI’s 2008 Activities on Natural Gas, Ken Costello, New Mexico Public Regulation
Commission, October 31, 2008 — Discussed the different NRRI activities on natural gas,
highlighting the major conclusions of research projects.

Competitive Implications of Forbearance Petitions and the Special Access Debate,
Peter Bluhm, NARUC Staff Subcommittee on Accounting and Finance, Lexington,
KY, October 14, 2008 - This presentation reviewed the four major ways in which the
FCC has used its forbearance powers, with special emphasis on forbearance from cost
assignment regulations and forbearance from ARMIS service quality reporting. The
presentation also lists related state policy issues arising from these federal actions.
Finally, the presentation reviews the progress of the pending special access project.
Traditional Regulatory Models and a VoIP World, Peter Bluhm, NARUC Staff
Subcommittee on Accounting and Finance, Lexington, KY, October 14, 2008 — This
presentation reviewed the differences between VoIP technology and classical switched
technology, as well as some FCC decisions that preempt certain portions of state
jurisdiction over VolIP services. The presentation argues that current telecommunications
statutes contain distinctions that are difficult or impossible to apply sensibly to modern
telecommunications. The presentation also discusses how the changing nature of state
regulation is changing the information and staffing needs of state commissions.

Gas Supply Planning and Procurement: Comprehensive Regulatory Oversight, Ken
Costello, NARUC Staff Subcommittee on Accounting and Finance, Phoenix, AZ,
May 5, 2009 — This presentation discusses a six-step regulatory approach for overseeing
gas supply planning and utility procurement performance.

Key Issues Facing Gas Utilities and State Public Utility Commissions, Ken Costello,
Center for Public Utilities, May 11, 2009 — Discussed recent NRRI gas projects on gas
supply planning, speculation, and outsourcing, and offered an update of developments in
natural gas markets.

Gas Hedging, Ken Costello, Utah Public Service Commission Technical Conference,
June 3, 2009 — This presentation presents the basics of hedging, economic and policy
issues, and regulatory options.

Electric-to-Gas Substitution: What Should Regulators Do, Ken Costello, 2009 MARC
Conference, June 16, 2009 — Discussed a recent NRRI paper by highlighting consumer
behavior in choosing different forms of energy and regulatory options for dealing with
electric-to-gas substitution.

Aligning Utility Incentives with the Promotion of Energy Efficiency: No Shortage of
Approaches for State Commissions to Consider, Ken Costello, 2009 Annual SEARUC
Conference, June 23, 2009 — Discussed different ratemaking mechanisms that state
commissions can consider in complying with section 410 of the American Recovery and
Reinvestment Act.




Assistance

Federal-State Joint Board on Separations, Peter Bluhm, July 2008 — September 2008
— Separations factors have been frozen since 2001, and the freeze will expire in 2009.
The Separations Joint Board is considering whether the freeze should be extended,
modified, or abolished. NRRI provided analysis and written products to assist in the
deliberations of the state members of the Joint Board.

The 2008 Natural Gas Information Toolkit, Ken Costello, Project Coordinator (for
the NARUC Staff Subcommittee on Gas), September 2008 — The document provides
state commissions with options to consider that may help mitigate the effects of high
natural gas prices on retail gas consumers for the current winter season, as well as for
subsequent winters.

Expert Consult

For most of its 32 years, NRRI has responded, at no charge, to state commission requests

for “private” consultation on limited, state-specific issues. Some of NRRI's dues payers
regularly take advantage of this service, but many do not. In January 2009, NRRI began
devoting approximately 10% of its staff time to address state-specific requests for assistance, and
allocated this time roughly proportionally to each state's dues payment. The Expert Consult
program is intended to increase the number of commissions benefiting from this offer of
assistance, while simultaneously allocating NRRI's limited staff time fairly and cost-effectively
among the dues payers.

Issues addressed by NRRI experts have included:

legislative discussions concerning the pricing of renewables purchases

universal service

utility hook-up fees

state jurisdiction to establish disclosure standards for persons selling telecomm services
state actions to modify commissioner qualifications

utility bankruptey

performance-based rate mechanisms for a gas utility

line extension fees

construction work in progress

fuel adjustment clauses

state authority when considering the designation of carriers eligible for federal universal
service support (Eligible Telecommunications Carriers (ETCs))

a state's ability to set large and small ETC service areas, to impose conditions requiring
the ETCs to offer broadband coverage, and to subject the ETCs to consumer protection
and service quality standards.

recent trends among states to deregulate local exchange carriers and the effects of those
decisions




* energy cost recovery mechanisms

e how to properly handle gas and electric rate cases and fuel-adjustment clauses,
particularly for smaller utilities

e FERC’s views on affiliated interest, utility taxes, and business classifications

e land held for future use and ROE issues

 whether any trend in the capital cost of new gas combustion turbines has emerged over
the past six to twelve months

* whether regulatory rules include penalties and fines

Director’s Essays

Each month NRRI’s Executive Director, Scott Hempling, publishes an essay on an aspect
of effective regulation. The essays receive wide attention and stimulate much comment.

Topics addressed include:

 Federal-State, Continued: Jurisdictional Peace Requires Joint Purpose

e Commission Effectiveness: Is it Measurable?

» Decisional Defaults: Does Regulation Have Them Backwards?

« Coordinated Regulation or Jurisdictional Wrestling: Which Will Produce Better Industry
Performance?

» Federal-State Jurisdictional Relations: Pick Your Metaphor

» Low Rates, High Rates, Wrong Rates, Right Rates

« Mission: Do We “Balance” Private Interests, or Do We Align Them With the Public
Interest?

* Regulatory Resources: Does the Differential Make a Difference? (Part IT)

» Regulatory Resources: Does the Differential Make a Difference? (Part I)

+ Essential to Effectiveness: Community Acceptance of Regulation's Mission

« Regulatory “Settlements™: When Do Private Agreements Serve the Public Interest?

o “Politics”: Diminishing the Distortions of Private Interest Politics

« “Politics”: How Do Regulators Respond?

» Competition “vs.” Regulation: Three of the Most Commonly Used Phrases

» Competition “vs.” Regulation: Have We Achieved Conversational Clarity?

» Legislatures and Commissions: How Well Do They Work Together?

« Commissions are not Courts; Regulators are not Judges

» The Effective Regulator: Independence

« The Effective Regulator: Decisiveness

» The Effective Regulator: Education




