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of this motter: 

MI CHAEL McK. WILSON , Chairman 
BETTY EASLEY 

GERALD L. GUNTER 
JOHN T. HERNDON 

FINAL ORDER 

BY THE CO~ISSION : 

Pursuant to Section 366.04{3), Florida Statutes, the 
Commission has jurisdiclion over the " planning, development, 
and maintenance of a coordi nated electrical power grid 
throughout Florida Lo assure an adequa c a nd reliable source of 
e nergy for operational and emergency purposes in Florida and 
the avoidance of further uneconomic duplication of generaLion, 
transmission, and distribution facilities ... " 

In order to fulfill these responsibilities, the Commission 
has instituted this docket for the purposes of: 

(1) Adopting 20-year optimal statewide 
generation expansion planning studies 
for Peninsular Florida; 

(2) Reviewing the individual 20-year 
optimal generation expansion planning 
studies of Florida Power Corporation , 
Florida Power & Light Company, 
Gainesville Regional Utilities, 
Jacksonville Electric Authorily, the 
City of Lakeland, Orlando Utilities 
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Commission, the Seminole Electric 

(3) 

Cooperative, Inc., the Cily of 
Tallahassee , and Tampa Electric Company; 

Understanding the relationship 
the Peninsular Florida 20-year 
generation expansion planning 
to the individual 20-year 
generation expansion studies 
utilities listed above; and, 

between 
optimal 
studies 
optimal 
of the 

(4) Based on Peninsular Florida's 20-year 
optimal statewide generation expansion 
planning studies, to set the prices at 
which investor-owned utilities must 
purchase energy and capac1 y produced 
by qualifying cogeneration and small 
power production facilities . 

The Peninsular florida generation expansion planning 
studies referred to above have three parts: a Forecast 
Document, Generation Expa nsion Planning Document and 20-year 
Plan. Pursuant lo Order No. 18804, issued o n February 4, 1988, 
his Commission approved the work plan which the Florida 

Electric Power Coordinating Group (FCG) had filed on behalf of 
the Peninsulat utilities for the completion of these studies. 

The Peninsular Fl o rtda utilities timely filed the Forecast 
Documenl on June 29 , 1988; the Genera ing Expans1 o n Sludy o n 
September 1, 1988; and lhe Aggregale 20-Year Plan on September 
15 , 1988. On December 8, 1988, FCG, FPC, FPL, TECO, Dade, 
fil~d direct testimony. Slaff filed direct testimony on 
December 9, 1988, and supplementa l direct testimony on January 
27, 1989. JEA filed direc testimony o n December 13, 1988 . 
FGT filed direct testimony on January 6, 1989. SEC filed 
direcl testimony on January 13, 1989. 

Rebuttal testimony of Richard A. Basford (FCG) and Frank 
Seidman {FICA) was f1led on January 13, 1989 . On January 27, 
1989, FICA, FCG, TECO, FPC, FPL, FGT, Dade Cou nty, SEC, Cily of 
Tallahassee , Orlando Utilities Commission, City of Lakeland, 
and Staff filed prehearing statements . On February 20, 1989 , 
Dade filed an Amended Prohearing Slalcmenl, and o n February 24, 
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a Supplement to Amended Prehearing SlatPment. A publ1~ hearing I 
was conducted on March 6, 8, and 9, 1989. Timely brief s were 
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filed by FPC , TECO, FPL , FICA, FCG, City of Tallahassee, City 
of Lakeland, Orlando Utilities Commission, FGT , Dade and SEC o n 
April 7, 1989. 

Long-Range and Avoided Un it Studies 

By Order No. 18804, issued on February 4 , 1988 , the 
Commission approved a work plan for use in this proceeding 
which outlined the scope of the peninsu lar Florida 20-year 
generation planning studies that provide the da ta base for this 
docket . This wor k plan required the submitta l of three 
documents: a forecast document, generation e xpansion planning 
studies document and an aggregate (20-year) plan for the 
peninsular Florida electric utilities . Essentially, these 
studies required that the FCG develop a 20-year optima l 
generation expansion planning study "base case" and t h ree 
sensitivity cases . These studies comprise the generation 
expansion plann ing studies document refere nced above . 

Using its own mode ls and assumptions, each utility's base 
case represents its expectations of its load growlh a nd 
generation resou rce needs over t he next two decades . Thi s case 
i ncludes both existing a nd prospective ( post Januar y 1, 1988) 
cogeneration. Sensitivity Study No. 1 i s similar t o Lhe base 
case except pros pec Live cogenerators are e xcluded from being 
cons i dered a s a future generation source. Sensitivity Study 
No . 2 is a hypothetical case which on an individual utility 
level mimics the FCG's base case study with the e xception of 
unit di s patch, interchange and cost of capita l. SensiLivity 
No. 3 i s a hypothelical case that replica tes Sensilivity No. 2 
except prospective cogeneration is not considered as a 
generation resou rce . 

In addition to the generat ion expansion planning document 
just di scussed , each utility also s ubmitted its forecast 
document. The forecast document essential l y contains the base 
{most likely) load energy forecast including the net energy for 
load ( NEL} and the seasonal pea k demand fo r wi n te r a nd s ummer 
for the years 1988 through 2007. 

Having reviewed these studies we find that they arc, wit h 
the mod if ications discussed below, reaso nably adequate foe 
estimating Pen i nsular Florida ' s future electric capacity 
needs. Further, we find that the avoided unit study prepared 
by the FCG, wi th the modifications discussed below , provides a 

395 



396 

ORDER NO. 22341 
DOCKET NO. 890004-EU 
PAGE 4 

reasonably adequate basis for the identification of the 
appropriate avoided unit for Peninsular Florida. 

Inherent in these findings is our approval of the FCG's 
modeling treatment of e ergy and seasonal peak demand, 
diversity at t he time of seasonal peak demand, conservation , 
cogeneration, fuel flexibility, system reliability , fuel prices 
and gencr at ion technologies and ass is Lance from the Southern 
Company. 

FICA has tak'n issu with the FCG ' s model1ng treatment of 
conservation, cogencralion, fuel flexibility, screening of 
generating technologies and assistance from the Southern 
Company. Because of FCG ' s treatment of these variables, FICA 
stales tha the FCG's avoided unit study is not a least-cost 
gene.cation expansion plan. we disagree. As discussed above, 
conservatton and cogeneration are modeled as integral parts of 
the generation expansion studies. As we have consistently 
ruled in he past, we consider this to be the appropriate 
treatment for these alternatives to construction . For 
conservation this treatment is appropriate since it is less 
expensive than the construe ion of new generation and would be 
pursued firs in an optimal generation expansion plan, 1 . e . , a 
plan which produced the lowes present worth revenue 
requireme nts (PWRR) over an identified planning horizon. 

For cogeneration we nole thaL the fundamental decisi o n 
c rtlerta through out the planning studies is the minimizati o n 
o t PWRR. Th lowest PWRR was not selected only where strategic 
and regulatory concerns made such a choice untenable. Fo r 
example, a nuclear unit was not evaluated as a unit addition in 
the 1992-1995 time penod s1nce one could not be constructed 
un il the year 2000; nor were the 1992 combined cycle units 
identified in the FCG's avoided unit study and FPL's generation 
expansion plan selected since tariffs based on lhosc units 
would o nly be viable for a few months until January l , 1990 . 
Non-generating alternatives such as conservation, load control, 
and nonfirm service arc all subject to evaluation and approval 
of this Commission and all must past a cost-effectiveless 
test. Off -sys tern purchases are not given prior approva 1, bu 
ate subject to continuous review through the fuel adjustment 
proceedings and rate case reviews. Thus for all practical 
purposes, all of the non-generating alternatives modeled in 
both the long-range and th~ avoided unit studies have been 
evaluated for cost-effectiveness prior to their inclusion in 
the generation expansion plans. 
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While the concept of fuel flexibility is a simple one, 
there 1s no a precise engineering or planning standard to 
measure it. In previous proceedings, we have taken the 
position t hat all new power pl ants s ho uld have multiple fuel 
capability, i.e., that new nlan ts s ho uld have the ability to 
switch fuels when such a c hange will produce l ower fuel costs . 
We continue t v hold that view . In order to implement that 
policy, wu have also ruled that a site should have the Jbility 
to be converted to 1 he use of coal by the addition of a coa 1 
gasifier to combined cycle units e ven though it ma y not be 
economic for the gasifier to be constructed initially at that 
site. Sec: In re: Petition of Seminole Electric Cooperative, 
Inc . TECO Power Services Corporation and Tampa Electric Company 
for a determination of need for proposed electric powt=>r plant, 
Docket No. 880309-EC. 

In this proceeding, FICA and Dade have taken the posit ion 
that combined cycle units wh ich can burn oil or natural gas do 
not offer the r equired fuel flexibility that the state needs. 
This is so , these parties argue, because the price of natural 
gas and oil track one another closel y in Lhe market. Only 
coal , they contend , is independent of the other fuels in the 
market. Thus only coal can pro vide true fuel flexibility. 
Based on that rationale, FICA and Dade discount the fact that 
combi ned c ycle uni ts can be converted to burn coal through the 
use of a coal gasifier and state thal the avoided unit study 
cannot adequatel y address fuel flexibility unless a coal unit 
or a comb ined cycle unil with a coal gasifier is designated as 
the avoided un it. 

We agree that any unit which is capable o f burning all 
three fuels is desirable, but such flexibility comes at a 
cost. Both pulverized coal and coal gasification require 
greater initial capital investment wh ich must be passed t o the 
ratepayers. The FCG ran a sensitivity st udy t hat forced a coal 
unit to be constructed in 1992 which resulted in $ 64 million 
higher revenue requirements ove r the 1988-2007 time frame than 
that of the avoided unit s tudy i n which three 220 MW CC's were 
se lected . Ev n o ver a th i rty - yea r period, this decision 
resulted in an additional $48 m1llion of present worth revenue 
requirements. A simila r sensi tiv ity wa s run adding a gasifier 
i n 1996, 2000 , 2004 , and 2008 under low , mid, and hi gh fuel 
fo recasts . These results indicate that in no case would the 
addi tion of a coal gasifier r esul t in lower revenue 
requirements than Lhe avoided unit study . FCG ' s witness Gordon 
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Gillette testified that the price of oil would have to exceed 
$90 a barrel before conversion of a combined c ycle unit to coal 
gasification was economic. Since the capacity costs of a co a 1 
gasifier are greater than that of a pulverized coal unit , the 
price of oi 1 wo uld have to increase even higher than $90 in 
order for coal gasification to be cost-effective o n a PWRR 
basis. Based on current fuel cost projections, coal 
gasificatior will not become economic until well past the year 
2008 . 

Finally, we note that fuel flexibility involves more than 
the discussion of a single unit. Fuel usage has s y stemwide 
implications since fuel diversity results in less dependency o n 
a single fuel and such diversity provides protection from 
adverse price movements in any single fuel. In 1987, t he mix 
of fuel usage in Florida was 15\ nuclear , 15\ purchased power, 

I 

37\ coal, and 30\ oil and natural gas. FICA witness Seidman 
testified that this fuel mix was reasonable. The currenl 
avoided unit study produces similar percentages in 1995: 15\ I 
nuclear, 12\ purchased power, 35\ coal, and 33\ oil and natural 
gas. Based upon the informa ion before us , we fi nd that this 
mi x continues to be reasonable and adequalely meets the 
peninsula ' s fuel flexibility needs . 

Regardi ng fuel one other issue was raised: whether the 
assumption that natural gas will be available in the amounts 
r equired in the FCG studies was reasonable . All parties 
stipulated that natural gas would be available in adequate 
amounts to fuel the combined c ycle units identified in the 
studies as the least-cost generation option. we approve this 
stipulation. 

FICA also argues that the FCG's studies are biased against 
the selection of coal units because coal unit sizes are 
constrained , i.e ., while combined c ycle unit s are evaluated in 
blocks of 220 MW, coal units are evalu ated in blocks of 500 
MW. We disagree. The FCG's studies were based on a 
standardized size coal unit as reported in the EPRI Technical 
Assistance Guide (TAG) . Economies of scale do not provide 
benefits for units smaller than 500 MW. Thus , we find that the 
siz~ of the modeled units do not materially bias the studies . 

Assistance from the Southern Company to Peninsular Florida 
utilities was modeled o n a probabilistic basis , assuming that 

1 Lhe assistance available to Florida would equal lhe existing 
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Unit Power Sales (UPS) contracts at 90\ ava1lability plus 50\ 
of Southern's available daily reserves after meeting operating 
and other system requirements. The total assistance cannot 
e xceed the transfer capability of 3200 MW, an amount agreed to 
by all Florida utilities as w 11 as the Southern Company . 
After t he FCG submitted its avoided unil study , the amount of 
UPS purchases from the Southern Company increased from 1200 to 
1500 MW. This addi tiona 1 300 MW did not impact the avoided 
unit study in 1993 or 1994, but did reduce the need from t hree 
220 MW combined cycle units in 1994 to two 220 MW combined 
c ycle units. We find this treatment of Southern Company 
purchases to be reasonable. 

FICA has also argued that FCG's avoided unit study does not 
comply with Rule 25-17.083 since the studies e xclude from 
consideration the anlici.pat d KW and 1<\.'lH contribu tion to Lhe 
s ystem of existing and proposed qualifying facilities which are 
nol under contract for the del1very of firm capac ty and 
energy . Further, FICA argues thal t he rule does not 
contemplate that utilit1es will assume levels of uncommitted 
conservation or load managemen t or avoid the obligation to 
purchase OF capacity by making out-of-state capacity 
purchases . The FCG s Lud i es mode 1 conservation , load-management 
and out-of-state purchases. 

Ru le 25-17.083(4)(a), Florida Administrative Code, requires 
thal individual utility generation expansion plans be submitted 
Lo the Commission . By analogy, howeve r, FCG's study docs 
compor wit h the requ1rements of the rule since it does exclude 
all planned and proposed cogeneration that was no under 
contract or letter of inlenl to Florida utilities by March l, 
1988. The FCG did real certain as-avadable cogenerators as 
capaci y resources. This treatment does conflict with th~ 
requirements of Rule 25-17.083 that the generation e xpansion 
plan exclude all: 

anltclpated kilowatt and k ilowatL-hour 
contribution to the utility's system 
from e xisting or proposed qualifying 
Caciliti~s which are not under contract 
for the delivery of firm energy and 
capacity . 

The record dumon~trales, however , that this is ha rmless 
crro t s1ncc the results of the FCG ' s avoided unit study would 
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no t change if these as-available cogenerators were excluded as 
a capacity resource. 

FICA ha s a l so argued t hal Rule 25-17.083 • does not 
contemplate hat u tilities wi ' 1 assume levels of uncommitted 
conservation o r load management .H FICA has consis tently argued 
this pos ilion in he each planning hearing docket . Each time 
Lhe Commiss1on has re jec ted it. See: Order No . 13 247 at 3-4; 
Order No . 17480 at 4-5 . The inc lusi on of the projections of 
the affects of conservation and l o ad management a re proper 1 y 
inc luded in the Fcr. · s study and are con~1stent with Ru le 
25-17.083. The inclusion o f out-of-slate purchase~ is also 
proper and appropriate unde r the rule si nce these purchases 
represent capacity resources upon wh ich the state's utilit1es 
can reasonab l y rely . 

Finall}' FICA has argued thal the FCG ' s avo1ded un i t study 

I 

does not comply w1lh Sectton 210 o f Public Utility Regulatory 
Po licies Act of 1978 (PURPA), 16 U.S.C. Section 824a , and 18 
C.F .R. Subsection 292.101{a ){ 6), 292.103 (a) and 292.304(b) . I 
Sect1on 210 of PURPA and the federal rules cited above r equi re 
Lhat cogenera l ors be paid full "avoided costs" for power which 
is sold to electric utilities . FICA has taken the posi ti o n 
that the FCG's avoided unit study does not produce full avoided 
cos s because of the modeling of QF e nergy, the inclusion of 
ou t-of-state purchases of energy and capacity and the 1nclusion 
of the effects of conse rvation and load management. 

The treatment o f conse rvation and load ma nagement and 
ou t-of-state purc hases is bo th consistent wit h the wo rk plan 
approved in this docket and Rule 2~-17.083 . As discussed 
above , t he treatment of QF as-available energy deviates from 
ou r rule but does no t affect either the t ype or t he iming of 
the first unit identified in the FCG's avoided unit study. 

The record also refl ects that conservation and load 
ma nagement are less expens1ve than FICA ' s pro posed price f o r QF 
capacity. Tha t being the case, the affect of these programs is 
properl y modeled before QF capacity . Given these facts, we are 
per~uaded that the FCG's a voi ded unit study does not resu lt i n 
the underevalua t i on of avoided costs and therefo re, does 
comport with Section 210 of PURPA a nd 18 C. F.R . Subsection 
292 .10l(a)(6), 292 . 303(a) and 292.304 (b). 

FPL ha s 
considered 

argued t hal 
1n determining 

the 
the 

l ocation of t he QF s hou ld be 
amount of capacity wh ich tha I 
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cogenerator actually avoids or defers. The crux of FPL's 
argument is that if a Qr is located some distance from the load 
center there may not a o ne-to-one cor respondence between the 
number of megawatts produced and the number of megawatts 
received by FPL to serve the· r load. Thus , FPL has proposed 
lhat payments to QFs be adjusted based on their proximity to 
load centers. 

We do not dispute the technical basis of t h is argument . 
Witness Smith is correct that location of a facility, including 
utihty constructed plants, is an important determinant of the 
value of that facility i n serving load. However, while we 
think that FPL's proposal deserves consideration , we find that 
this is not the appropriate docket in which to do so. A 
statewide generation expansion plan by its nature is a gene ric 
analysis and does no identify specific loads or sites. It is 
assumed tha there is a one-to-one correspondence exists 
constructed megawatts and load serving capability . Due to the 
dispersion o( QFs throughout the state , it is probable such a 
correspondence will not always exist. However, the valuation 
o f loca ion is the ptopet subject Cor eilher a rule revision or 
an adjust01en to an individual QF contract brought before this 
Commission for approval. 

Finally , Dade has raised t wo closely r<'lated issues . First, 
whether the evaluation and approval of all programs which are 
competing capac1ty alternatives (i.e. conservation, load 
management , interruptible service, cogene1a ion, resource 
recovery , out-of-state purchases, etc.) that can be compared to 
building new utility generation and transmission be 
incorporated into this planning hearinJ. Seco nd, whether the 
methodology for evaluating capacity add1Lion alternat1ves 
s hould include higher weighted cost considerations for capacity 
additions which impro ve the efficienc y of primary fuels, use 
renewable prtmary fuels, improve in-s ate e nergy resource 
rel iabi 1 i t y , o r improve system reliabi 1 i ty based on l ocation 
and system need. 

The problems associated with one large hearing which 
addresses all prograns which are competing capac1ty 
alterna ives arc bolh technical and procedural. First, 
perfo r ming the generation and expansion studies Cor the 
peninsula involve mon hs of work. A fixed l oad and energy 
forecast 1s a requisite inpu to the development of any such 
generation and expons1on optimization study . Since generation 
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alternatives are evaluated to serve these fixed load and energy 
forecasts, any change to the forecast requires a compJete 
re-optimization of the generation study i nvolving months of 
effort. For this reason, variable forecasts create tremendous 
techn1cal difficulties. 

The second problem with such an approach is an 
administrative one. To evaluate nonfirm rates , all 
conservation programs , out-of-state purchases, cogeneration 
contracts , etc. during one hearing would be nearly impossible. 
The nonfirm rate hearings which we completed in the fall of 
last year alone took nearly a week . The review of conservation 
programs could easily require several more days; the current 
hearing just on generation alternatives requires three days. 
Clearly, a formal hearing like the one envisioned by Dade would 
take several weeks and involve hundreds of witnesses . There is 
no evidence that such a massive effort would either alter the 
results or improve the quality of the decisions now made in 
these separate proceedings . Thus we find that our current 
method of addressing these non-gen ~ rating alternatives cont1nue 
as is . 

With regard to the issue of including higher weighted cost 
considerations for capacity additions which improve efficiency 
of primary fuels , use renewable primary fuels , improve i n-state 
energy resource reliability and improve system reliability, we 
are som<>what uncertain as to its o b jective. Witness Dellapa 
suggested in her testimony that we should "co nsider additional 
evaluation criteria specifically, looking at primary fuel 
efficiency , Florida ' s balance of payments , and other economic 
criteria in terms of weighting the value o f the alternatives 
that you consider to avoid building new plant." 

What the witness seems to be suggesting is that special 
consideration be given o non-generating alternatives. Such 
consideration has already been given to conservation and 
demand-side managemcn in the form of special cost recovery 
prov isions in the statutes. Other special recovery provisions 
are permitted for oil-back out projects , cogeneration 
cont-racts, and ou -of-state purchases when such purchases are 
prudent . In terms of other economic variables such as fue 1 
efficiency and capital cost, the FCG studies already include 
such costs in i s generation and expansion plan . Based on 

I 
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these facts we find that these strategic considerati o ns are 
al ready taken into account in the FCG studies, or are no I 
appropriate for inclusion 1n the statewide avoided unit stuoy . 
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For these reasons we find that the FCG's avoided unit study 
does characterize a least-cost gene ratio n expansion plan for 
the penins ular Florida utilities and provides an adequate basis 
on which to set cogeneration pri ces. 

Avoided Unit 

In tile FCG ' s avoided unit study, all non-contracted QF 
capacity as of t-tarch l, 1988 was excluded from the analyses to 
determine the date of the next required generation addition. 
Based on reli ability ana lyses, new genera 10n was required in 
1992 . Seven combinations of unit additions (combi ned cycle , 
combustio n t urbines, and coal) were analyzed ba sed on 
miniMizat ion of revenue requirements. The results indicated 
that three 220 MW combined cycle units with an in-service date 
of 1992 we re the least cost addition though the planning 
ho rizon oC 2017. 

As d iscussed above, after the submiss i o n of the avoided 
unit study the amount of UPS purchases from the Southern 
Company increased by 300 MWs from 1200 to 1500 MWs . The impact 
of this additional capacity on the date and type of new 
generation was as follows: no change in the need for 660 MWs of 
combined cycle capacity in 1992 or 1100 MWs of combined cycle 
capacity in 1993 bul a reducti o n of need in the year 1994 from 
three to two 220 combined c ycle units. 

The information developed in this docket indicdtes that the 
individual generation/expansion plans o f the peninsular Florida 
utilities closely match t he type and timing of unit s identified 
in the FCG avoided unit st udy . The sum of the projected needs 
of TECO , FPL and FPC is 2112 MW o ve r the first four years oC 
the study , 1992 through 1995, compared to 2305 MW in the FCG 
avoided unit study. This difference of 193 MW is caused 
primarily by the fact that investor-owned utilities may have 
modeled more intrastate reserves than are actually available 
and the fact that the FCG study also inc ludes the needs o f the 
municipal and cooperative electric utilities in the state. 

Although we have approved the FCG's study as both the 
lLast-cost generation e xpansion plan and adequate for the 
purpose of setting cogeneration prices , we decline to select as 
the statewide avoided unit the first units ide ntified in the 
FCG' s study: 660 MW combined eye le units with an in- servi ce 
date of 1992 . \ole rejec these units because their selection 
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would result in a standard offer: which would onl y be viable 
until January 1, 1990. The offers would be closed o n that date 
by the operation of Rule 25-17.083 ( 3){a), Florida 
Administrative Code, which requires that any agreement for the 
sale of firm energy anJ capacity between a utility and QF be 
entered into at least two-years prior to the in-service dale of 
the statewide avoided unit. Although standard offe r tariffs 
are to be filed 10 days from the issuance date cf this order , 
it is unreasonable to expect that any such contracts could be 
finalized and signed in time to comply with the rule. Further, 
even if some contracts could be finalized by January 1, 1990, 
present data indicates that it is a vir t ual impossibilily that 
660 MW of cogenerated power could be subscribed by that date so 
thal the 1992 units could actually be avo ided. 

Although we are not inclined to do so for the rea sons 
stated above, we note here that we are unabl e to waive the 
provisions of Rule 25-17.083{3)(a) which require c ogeneration 
power sales agreements to be entered in o two years before the 
in-se rvice date of the avoided uni . This Commission, as any 
ot her sta e agency, may not waive or act inconsislenlly with 
its own substantive rules unless such rules are contrary to 
state statule or preemptive federal law or rule. The two-year 
limitation of imposed by the rule is clearl y not procedural and 
thus cannot be waived by this body without inv iti ng a finding 
of reversible error upon appellate review. 

The individual plan of FPC indicates thal 130 MW of 
combustion turbine units should be added to its system in 
1992. In keepi ng with our previous decision in the last 
planning hearing docket, we find thal combus ion turbines 
should not be designated as avoidable units due to their 
exlremely low capacity factors and the requirement of economi c 
dispatchability. The cogeneration rules do not anticipate that 
peaking units like combustion turbines be selected. Rule 
25-17.083(3)(a)(ii) , Florida Administrative Code, r equi res a 70 
percent rolling average capacity factor, cons istent with that 
of base load and intermediate load units, for firm energy and 
capacity contracts and does not require that QFs have the 
ability to be economically dispatched. The rule is consistent 
with the prevailing thinking at the time of the rule's 
enactment Lha t the statewide avoided unit would always be a 
base or intermediate load unit. Thus, under our current rules, 
it is inapprop.riate to select a peaking unit whose operating 
performance QFs cannot mimic. 

I 
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The FCG avoided unil study ident1fies three combined cycle 
units of 1100 MW with an in-service dale of 1993 as the next 
avoided units. Our Staff ha s recommended that we designate 
FPL's 1993 385 MW combined cycle uni as the sLatewide avoided 
unit. We ;Jgree . This u'lit most closely matches the type and 
timing of capacity identified in the FCG avoided u n it s tudy . 
FPL' s i ndividual generation expansion plan indicates the need 
to ada 857 MWs of combined cycles in 1993. Of t h is dmount , 482 
MWs involves the repowering of Lauderdale steam units in 1992 
into combined eye les . Due to the ph ased-in const r uct i o n of 
these conversions and the rule requirement t hat contracts be 
signed two years prior to the in-se rvice year of the statewide 
avoided unit, we do not believe that the there is enough time 
to subscribe enough cogeneration to actually avoid the 
repowering of the Lauderdale units. This leaves 385 MW of 
combined cycle in 1993 as the next avoidable unit. 

FPL's 385 MW 1993 combined cycle unit comports with the 
type and timing o f units which would be constructed if the 
peni nsular utilities actually planned and operoted as an 
i n tegrated utility system. W1th this option, every IOU would 
have a standard offer available to purchase QF capacity at he 
" real" price assoc1ated with FPL ' s " real" avoid1ble unit. 
Little would change from the current procedure except that FPL 
wo u ld be the utility e xpected to purchase this capac ity and, as 
required by Rule 25-17.083(5) , F l orida Admin1 s trative Code, 
othe r u tilities would be e x pected to resell the power and 
deliver it to FPL at the original purchaser ' s cost . To the 
extent t hat FPL actually purchases this power, the problem of 
cogeneratea power misallocation is corrected and Lhe final po t 
"gets righ " 

We arc aware thal by selecting 385 MW o f combined cycle 
capacity in 1993 as the avoided unit a nd designating FPL as the 
utility plann i ng the statewide avoided unit we are break1ng 
with pasl ruli ngs which set cogeneration prices based on a 
"generic " avoided unit. We fi nd , however, that such a 
designation where the avo1ded unit selected is consistent with 
the u nit identified in a statewide optimal generation expansion 
plan, comports with both the language and intent of our 
cogeneration pricing rules . This designation replaces lh~ 

generic EPRI prices used in t he FCG avoided u nit studies with 
• real " FPL enetgy a nd capacity prices a nd a generic unit with a 
"real " un il which, bul for cogeneration, wou ld otherwise be 
constructed by FPL. fl 1s important to realize, hnwever, thal 
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the type and timing of the unit whi ch we have designated is 
based upon the FCG's statewide optimal generation expansion 
plan, not FPL's generation expansion plan considered in 
isolation . It is the match of FPL ' s unit with that identified 
in the optimal statewide ~eneration expansion studies performed 
by the FCG which supports our decision to designate FPL as the 
utility plaaning the statewide avoided unit: a 1993 385 MW 
combin~d cycle unit. For these reasons, under our current 
rules, we consider the preparation and use of an optimal 
statewide generation expansion plan to be necessary to set 
peninsular Florida cogeneration pricPs. 

Also at issue in this docket wa s whether we s hould accept 
as reasonable generation expansion plans, and ultimately 
avoided units which would cause an increase in Florida 
utilities' consumption of and reliance on natural gas and oil. 

I 

FPL · s 1993 385 MW combined cycle unit is modeled to ope rate 
exclusively on natural gas as were the FCG studies. Thus 
implicit in the s lection of a combined cycle unit as the 
statewide avoided unit is the finding that we are not I 
prohibited by federal or state law fr om selecting units wh ich 
i ncrease the use of natural gas or oil in the production o( 
electricity. This finding is contrary to our dec i sion on the 
same issue in the las planning hearing docket. 

Sections 366 . 80-.85 and 403.519, Florida Statutes, commonly 
refer red to as the Florida Energy Efficiency and Conservation 
Act (FEECA) , was crucial to the rationale which supported our 
decision in the last planning hearing docket. Section 366.81. 
Florida Statutes (1987), states in part: 

The Legi slature finds and declares that 
it is crittcal to utilize the most 
efficient and cost-effective energy 
conservation s ys ems i n order to 
pro ect the health, prosperity and 
general welfare of the state and its 
citizens. . The Legislatur~ further 
fines and declares that ss. 
366.80-366.85 and 403 .519 are lo be 
liberally construed in order to meet 
the complex problems of reducing the 
growth rates _of electric consumption 
and weather -son~it ive peak demand; 
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increasing the overa ll efficiency and 
cost-effect1veness of electricity and 
natural gas production and use; and 
conserving expensive resources , 
particularly petroleum fuel~. 

(Emphasis added.) 

Section 366 . 82(2), Florida Statutes ( 1987) , goes on to 
state: 

(2) The conunission s hall adopt appropriate 
goals for increasi ng the efficiency of 
energy consumption, specifically 
including goals designed to increase 
the conservation of expensive 
resources, such as petroleum fuels and 
to reduce the growth rates of elect ric 
consumption, espec1ally of 
weather-sensitive peak demand. 

(Emphasis added.) 

In this legislalive session, Sections 366.81 and 366.82 
were both amended . Seclion 366.81 now reads, in part , as 
follows: 

Reduction in, and cont ro 1 o f, the 
growth rates ...Ql_ electric consumption 
and of weather- sensitive peak demand 
are of particular importance. . The 
Legislature further finds a nd declares 
that ss . 366.80-366 . 85 and 403.519 are 
to be liberally construed i n order to 
meet the complex problems of reducing 
and controlling he growth rates of 
electric consumption and reducing the 
growth rates of weather-sensitive pea k 
demand; increasing t he overall 
eff1ciency and cost -effectiveness of 
electricity and natural gas production 
and use ; ~ouraging further 
development gf cogeneration facilities ; 
and consetving expensive resources, 
par icularly petroleum fuels. 
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(Legislat i ve f ormat ; underlined words are addi tions .) 

Likewise , Section 366.82(2) now reads i n part : 

( 2 ) The commission s hall adopt approp riate 
goals for i ncrea-ing the efficiency of 
energy consumption and increasing the 
de··e l opment o f cogeneration, 
specifically including goa l s designed 
to increase the conservation of 
expensive resources, s uc h as petroleum 
fuels, and to re duce a nd co ntro l the 
growth rates of electric consumption, 
and to r educe the g;owth rates of 
weat her-sensitive peak demand. 

(Legisl a tive format ; underlined words are additions .) 

I 

The additio n of these few wo rds is significant. The 
initial language of Sections 366.81 and 366.82 could have been I 
read as an e xpression of the Legisla t ure ' s intent that no 
increase in the consumpLion o f natural gas or o i l be a llowed in 
the state . we did so interpret it in Order No . 17480, issued 
on April 30, 1987 , in the last planning hearing docket. Order 
No . 17480 at 10 . Historically, coge nerat i on facilities whi ch 
are not refuse burners have been fueled in whole or in part by 
natura l gas. Thei r i nc lusion i n the list of activities Lo be 
e ncouraged by this Commission indicates that the Legislature is 
i nte r es t ed in the mos t economic use of na tural gas and oil, not 
in an abso lutt; ban on increased gas and oil usage no matter 
what. 

Li kewise , the addit1on of l anguage which indicates t ha t the 
~row t h rate of both peak demand and electric consumption should 
be reduced and controlled indicates t hat an absolute 
prohib1tion against i ncreased use of petroleum f ue l s is not 
what is intended. Peaker units are fueled e xclusively by 
natural gas and oil. 

In the l ast planning hea ring we also put great emphasis on 
the fact that the federa l Power Plant and Industrial Fuel Use 
,,ct (Fuel Use Act), 42 USC Section 8301 et seq., prohibited the 
use of petroleum o r natural gas as the primary fuel in any new 
e l ectric power p lant o r any new majo r fuel burning i nsta llation 
t hat consisted of a boi ler . 42 USC Sections 8311 and 8312. The I 
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i ni tial legislation also required existing power plants using 
natural gas to stop using that fuel by 1990. 42 USC Section 
8341. 

Since that time, Section 8341 of the Fuel use Act has been 
repealed as has Section 8312. [Act May 21, 1987, P.L . 100-42, 
§l{a }( l}, 101 Stat. 301] Further, Section 8311 has been 
modified to delete the r equirement that new electric power 
plants not burn natural gas or petroleum as a primary energy 
source unless granted an exempt ion. [Act Ma y 21 , 1987, P. L. 
100-42, §l(c)(4)(A), 101 Stat. 311.) This leaves only the 
Section 8311 requirement that new base load power plants have 
the "capability to use coal or another alternate fuel as a 
primary energy source." Section 8311(a) . 

The statement of purpose of the Fuel Use Act was also 
modified to encourage the "modernization or replacement of 
existing and new electric power plants which utilize natural 
gas or petroleum as a primary energy source and which cannot 
utilize coal or other alternate fuels where to do so furthers 
the conservation of natural gas and petroleum." {Emphasis 
added). Section 830l(b) (5). As has been testified to in this 
docket, the construction and use of combined cycle uni s will 
actually lower th~ amount of natural gas and oil burned in the 
state since they will be able to replace less efficient units. 
Thus, the construction of combined cycle uni s which have the 
ability to be converted to coal gasification is entirely 
consistent with the current Fuel Use Act. 

Based o n these chdnges to both the Fuel Use Acl and FEECA, 
we are now of he opinion t hat the m<.~nda e of this Commi s sion 
given by both the Congress and Legisla ure is to encourage the 
mosl economic use of natural gas and oil, not Lo prohibit its 
use completely. The record developed in this proceeding shows 
that with the addition of 660 MW of combined cycle units fueled 
by natural gas and oil less than 58,734 ,000 barrels of oil, the 
goal set by Rule 25-17.02(11), Florida Admtnislrative Code, 
will be consumed annually through 1995, the last year of the 
study. That being the case, neither FEECA nor federal law 
prohibit the adoption of these generation expansion plans which 
would i ncrease Florida utili ties ' consumption of and reliance 
on natural gas and oil fuels . 
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Energy and Capacity Payments 

Consistent with our current cogeneration rule, firm 
capacity payments should be developed using the value of 
deferral methodology. Prior to 1993, firm energy payments 
should be based on the purchasing utility's avoided energy 
costs. Beginni ng in 1993, firm energy payments should be the 
lesser o( the avoided unit•s energy costs {FPL ' s 1993 385 t..,W 
combined cycle unit) and that of the purchas ing utility. The 
avoided unit • s energy costs should be based o n the lessee of 
the cost of dis illate oil and natural gas delivered at FPL's 
Putnam Site, a site which currently has combined cycle units. 
Applying this methodology to energy payments recognizes that a 
prudently managed utility would burn the least expensive £ue 1 
in a unit wi h dual fuel capacity. 

The capacity factor which cogenerators have to maintain in 
order to receive firm energy and capacity payments is set by 
Rule 25-17.083{3){a){ii), Fl or ida Administra tive Code , at 70\ 
on a 12 - month rolling average basis. The technical results of 
the FCG's avoided unit s tudy indicJte that the combined cycle 
units identified by the FCG in 1993 will be dispatched with 
capacity factors rang ing from 60-80\ . This is bccaus~ the 
efficicn heat rate of these combined cycle units causes them 
to be dispatched before existing , less efficient oil and gas 
units. Thus, the capacity factor required of cogenerators 
ma tches the capacity factor of the statewide avoided unit which 
we have selected. That being the case , we adopt Lhe seventy 
percent capacity factor criterion for the 1993 385 MW combined 
c ycle unit. 

During the public hearing in this docket, Witness Gillette 
i ndicated that some of QF as-available energy was treated as a 
capacity resourC"e in the reliability analysis in the avoided 
unit study . Based o n the inclusion of these QF facilities, 
FICA argues that capacity deferral credits should be paid to 
cogenerato r s s upplying as - available energy pursuant to COG-1 
con tracts. 

we decline to do so on several grounds. First, the reco rd 
tnd cates that if all as-available QFs arc excluded f r om the 
reliab1lity analysis, peninsular Florida still needs three 
combi ned cycle units in 1992. Thus, no avoidance benefits have 

I 

I 

cogencrators. Second , as-available QFs are not required t o 
been conveyed to Florida's ratepayers by as - available 
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make any contractual commitment as to duration, availability, 
contract terms, etc. Thus, it is impossible to count on any 
as-available cogeneration facility as a firm capacity 
resource. Third, while the aggregate of all as-available QFs 
could theoretically provide deferral benefits, this is a 
probabilistic phenomenon relatt:d to their producti on of energy 
coincident with the times in which utilities require capacity. 
We see no reason why QFs who are unwilling to commit capacity 
that can be reasonably relied upon should be paid for that 
capacity. Therefore, we find that QFs providing as-available 
energy should not receive avoided cost payments for capacity. 

Avoided Unit Parameters 

The following parameters ace adopted for the 1993 385 MW 
combined cycle unit: 

a. 
b. 
c . 

d. 
e. 
f. 
g. 

h. 

i. 
j . 
k. 
l. 
m. 
n. 
o. 
p. 
q. 

Type of Fuel 
Average Annual Heat Rate 
Cost of fuel 

Mid 1988 Construction Cost $/kw 
Construction Escalation Rate 
In-Service Cost {$/kW) 
Incremental Capital Structure 
1. Debt 
2. Preferred Stock 
3. Common Stock 
Cost of Cap1tal 
1. Debt 
2. Preferred Stock 
3. Common Stock 
Book Life 
AFUDC Rate 
Effective Tax Rate 
Other Taxes 
Discount Rate 
1993 Fixed O&M Cos s ($/kW/yr) 
1993 variable O&M Costs {$/MWh 
O&M Escalation Rate 
value of K 

natural gas o r No. 2 oil 
7620 Btu/kWh 
Lesser of natural C)as or 
No. 2 oil charged out 
monthly at FPL ' s Putnam 
site 
$511 
5.4\ per year 
$721 {1993$) 

43\ 
9\ 

48\ 

10.0\ 
9.0\ 

14.5\ 
30 years 
12 . 0\ 
37.63\ 

1. 5\ 
10.45\ 
$17.56 
$ 0 . 74 
5.34\ 

1.572 

Consistent with the parameters above, we find that the 
depreciable life of the 1993 385 MW combined cycle unit 1s 30 
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years. Pursuant to Rule 25-17 . 083(3) ( a)(i), Florida 
Administ r ative Code, the standdrd offer contract whic h is 
developed as a result of our decision in this doc ket will have 
a minimum term of 10 years and a ma x imum term of 30 years after 
1993. 

Subscript ion and a llocatiou 

One of the problems inherent in the selectio n o f a 
statewide rather than an i ndividual utility avoided unit is 
that of misallocatio n of cogenerated power . That is , the 
potentia 1 for uneconomic dup1 ica t ion of capacity unles s 
cogenerated power ca n be cha nneled to the u tilit y which 
actually has the need for the power. A subscription limit 
associated with the total amount of capacity of the statewide 
avoided unit is the first , and simplest , step toward cotrecting 
this po enlial problem. 

I 

Our Staff has recommended that in addition to se lectio n of 
a 1993 385 MW combined cycle unit as t he statewide avo i ded I 
unil, we al so select a 365 MW combi ned c ycle unit with an 
in-service date of 1994 and a 385 MW combi ned cycle unit with 
an in-service date of 19 95 as subsequent statewide avoided 
unils. For the 1994 and 1995 units , FPL would conlinue to be 
the designated utility. When the amount of capacity associated 
with each avoided unit has been subscribed , counling bolh 
standard of fer and nego tiated conttac s, that standard o ff er 
wou ld ~e closed and a standard o ffer ba sed upon the nex t 
avoided un it would be opened . For example , when 385 MW of both 
nego tiated and standard offer capacity has been subscribed 
against the 1993 unit , the standard offer c o ntract wou ld be 
closed and a new standard offe r contrac ~ based upon the 385 MW 
1994 combined cycle unit ·.-~ould be opened. This patte rn would 
continue when negot iated and standard offer contracts reached 
the 385 MW level for the 1994 u n it. 

We agree with our Staff · s recommendation and approve both 
the subscriptio n melhod desc r ibe d above and subsequent 
statewide avoided unit s of 385 f\1W i n 1994 a nd 385 MW i n 1995 . 
Fo r. both t he 1994 and 199 5 units we find that FPL should be 
designated as the ut i lity planning Lhose units and order that 
the cost parameters associated wilh those units be deve l o ped 
based o n FPL ' s data. 

We further find that each peninsular utility should be I 
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allocated a share of each statewide avoided unit. This 
allocation will be based o n each investor-owned utilities· 
contribution to peak demand growth. This method results in the 
fo llowing allocation: FPL · s share of the 1993 385 MW combined 
c ycle unit is 59.7\ {230 MW); FPC's share is 28\ (109 MW}; and 
TECO's share is 12\ {46 MW}. 

The rationAle supporting this allocation is the same as 
that supp0rting the subscription limit: an effort to channel 
cogenerated power to the ut ility with the need . Our rules 
currently require that all investor-owned utilities offer the 
same standard offer contract . Unless the purchasing utility is 
the designated utillty (FPL), the purchasing utility may or may 
not need power in that year or may have to pay more than their 
own avoided cost for needed power . Allocation is simply a move 
to match the statewide need identified by the statewide avoided 
unit more close ly with the needs of the individual utilities. 
For example, TECO's individual generation e xpansion plan 
identifies 130 MW of combustion turbine capacity as needed in 
1992 and 75 MW of combustion turbine capacity as needed in 
1993. Under our current rules, TECO wo uld be required to 
purchase up to 385 MW of more expens1ve combined cycle power 
unless some type of allocation is made. With the allocation 
approved above, TECO now only has to purchase 46 MW of th~ 1993 
385 MW avoided unit. Although this is not a perfect match, it 
does relieve TECO of the burden of purchasing 385 MW of 
capacity and , failing to resell the 300 plus megawatts it does 
not need on its system, passing the cost of unneeded 
electricity on to its ratepayers. 

FPL has s uQgested a different allocation methodology than 
that described above. FPL's met hod wOl.ild total all of the MW 
of capacity needed in a given year as reported o n each 
individual utility's generation expansion plan and then divide 
each individual utility's capacity need for that year by the 
total. For example, if utility A showed a need Cor 200 MW and 
utility B showed a need for 100 MW, thei1 respective allocation 
percentages would be 66\ for A ( 200/300} and 33\ (100/300 ) for 
B. These percentages would hen be applied to the total 
capacity shown Eo r the statewide avoided unit. FPL contends 
that this approach is more appropriate because it is based on 
the individual utility's projected needs. FPL further contend~ 
that no al l ocation is needed if a utility is designated as that 
planning the statewide avoided uni t since everyone would know 
which utility "needed " the power. 
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First, we disagree with FPL's ~ tatement that allocation is 
only needed if a generic statewide unit is selected. As 
d1scussed above, t he operation of our current cogeneration 
rules create the potential m1sallocation of power simpl y 
because of the statewide nature of the standard offer . Our 
rules do not require that any utility sell to the designated 
utility nor, more importantly, do they require that FPL o r any 
other designated utility purchase cogenerated power bought 
pursuant to either a standard offer o r negotiated contract. 
Absent those requirements, the misallocation problem still 
exists. Further, misallocations can be introduced si nce the 
o riginal purchasinq utility must pay firm energy prices based 
on the lesser of its own as-available e nergy cost o r the e nergy 
that would have been burned in the avoided unit of the 
designated utility with the need for power. The designated 
utility ' s energy cost could be h igher than that of the 
purchasing utility. These are the types of problems which lead 
to the development of an allocation methodology. Designa ion 
does not cure them. 

Second, under FPL's methodology ut ility's whose indiv1dual 
generation expansion plans did not show a need in a particular 
year would not have to offer standard offer contracts . This is 
clearly contrary to the e xpress language of Rule 25-17 . 083 and 
the whole statewide marketing plan envisioned by our current 
cogeneration rules . Whatever the merits of that concept, it is 
the concept currentl y in place and must be fo llow d until such 
time as those rules are c hanged pursuant to Section 120.54, 
Florida Statutes. For these reasons, we reject FPL ' s 
a llocation methodology. 

Having adop ed allocation and wubscription , we are now 
faced with implementing same. Obviously there are innumerable 
ways to "count" the number of MW subscribed by each utili y 
agains t their share of the statewide avoided unit. We have not 
taken testimony in his docket on any of the .. implementation 
questions .. , e . g., does a standard offer " trump " a negotiated 
contract when both are executed on the same date; how are 
utilities and potential cogenerators to be kept aware of the 
amount of MW left in any par icular subscription limit; how are 
rontracts to be pri o ritized: execution date, filing date, 
notice date? We recognize that these are important questions 
a nd questions which should be answered expeditiousl y if the 
s ubscription and a lloca ti on concepts we have approved are to 
work efficiently. In order to resol1e these and other 
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implementation questions, we will conduct a hearing on these 
i ssues. This hearing will be conducted in t hi s continuing 
docket and all parties to this docket shall likewise be parties 
to that proceedi ng without filing an additional request for 
i ntervention . 

Subseguen avoided unit parameters 

The following parameters are adopted f o r the 1994 385 t1W 
combined cycle unit: 

a. 
b. 
c . 

d . 
e . 
f. 
g . 

h. 

i. 
j . 
k . 
l. 
m. 
n. 
o . 
p. 
q. 

Type of Fuel 
Average Annual Heat Rate 
Cost of fuel 

Mid 1988 Construction Cost $/kw 
Construction Escalation Rate 
In-Service Cost ($/kW) 
Incrementa l Capital S ructura 
1. Debt 
2. Preferred Stock 
3. Common Stock 
Cost of Capital 
1. Debt 
2 . Preferred Stock 
3 . Common Stock 
Boo k Life 
AFUDC Rate 
Effective Tax Rate 
Other Taxes 
Discount Rate 
1994 Fixed O&M Costs ($/kW/yr) 
1994 Variable O&M Costs ($/MWh) 
O&M Escalation Rate 
Value of K 

natural gas o r No . 2 oil 
7620 Btu/kWh 
Lesser of n a · u r a 1 gas or 
No. 2 oil charged out 
monthly at FPL ' s Putnam 
site} 
$511 
5 . 38\ per year 
$755 ( 1994 ) 

43\ 
9\ 

48\ 

10.0\ 
9 . 0\ 

14 . 5\ 
30 years 
12 . 0\ 
37 . 63\ 
1. 5\ 

10. 4 5\ 
18.61 

0 . 78 
5 . 33\ 

1.572 

The following parameters are adopted for the 1995 385 MW 
combined cycle unit : 

a. 
b. 
c. 

Type of Fuel 
Average Annual Heat Rate 
Cost of fuel 

natur al gas or No . 2 oil 
7620 Btu/k~lh 

Less e r o f n a t u r a 1 g as o r 
No. 2 oil charged out 
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d. 
e. 
f. 
g. 

h. 

i. 
j. 
k. 
1 
m. 
n. 
o. 
p. 
q. 

Mid 1988 Construction Cost $/kw 
Construction Escalation Rate 
In-Service Cost ($ /kW) 
Incremental Capital Structure 
1 . Debt 
2. rreferred Stock 
3. Common Stock 
Cost of Capital 
1. Debl 
2. Pteferred Stock 
3 . Common Stock 
Book Life 
AFUDC Rate 
Effective Tax Rate 
Other Taxes 
Dtscount Ra e 
1995 F1xed O&M Costs ($/kW/yr) 
1995 variable O&M Costs {$/MWh} 
O&M Escalation Rate 
Value of K 

monthly at FPL ' s 
sile) 
$511 
5.38\ per year 
$795 (1995) 

43\ 
9\ 

48\ 

10.0\ 
).0\ 

14.5\ 
30 years 
12.0\ 
37 . 63\ 
1. 5\ 

10.45\ 
19 . 60 
0.82 
5.33\ 

1.572 

Putnam 

As with the 1993 avoided unit, the depreciable life of the 
1994 and 1995 avoided units is 30 years. Thus, the standard 
offer contracts which are developed as a result of our 
decisi o ns in his docket will have a minimum term of 10 years 
and a maximum term of 30 years starting in 1994 and 19 .15 ~ 
respectively. 

EnerJDl and c~city payments for subsequent units 

As discussed above in relation to the 1993 avo1ded unit, 
firm capaci y payments for t he subsequen t avoided units s hould 
be developed using the value of deferral methodology. After 
the close ou of the 1993 standard offer I and prior to 19941 
firm energy payments should be based on the purchasing 
utility's avotded energy costs . Beginning in 19941 ftrm energy 
payments should be he lesser of thn avoi ded unit's energy 
costs (FPL's 1994 385 MW combined cycle unit) and that of the 
purchasing utillty. The avoided unit's e nergy costs should be 
based on the lesser of the cost of distillate oi 1 and natural 
gas delivered at FPL's Putnam Site, a site which currently has 
combined c y cle units. 

I 
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Likewise, after the clos ou t of the 1994 standard offer, 
and prior to 1995, firm energy payments should be based on the 
purchasing utility ' s avoided energy costs. Beginning in 1995, 
firm energy payments should be the lesser of the avoided unit ' s 
energy costs {FPL ' s 1995 385 MW combined c ycle unit) and that 
of the purchasing utilitJ. The avoided unit ' s energy costs 
should be based o n the lesser of the cost of distillate oil and 
natural gas delivered at FPL's Putnam Site, a stte whi ch 
cur rently has combi ned cycle unit s . 

Consistent with ou r rules and treatment of the 1993 avoided 
unit , the capacity factor which cogenerators have to mai ntain 
in order to receive firm energy and capacity payments pursu ant 
to standard offer contracts based o n the 1994 a nd 1995 avoided 
units is 70\ on a 12-month rolling ave r age basis. As with the 
1993 combined c ycle unit, these avoided combined cycle units 
will also be dispatched with capacity factors ranging from 
60-80\ . 

we further find that the allocation of the 1994 and 1995 
avoided units using the methodology approved ahove is as 
follows: for the 1994 avoided unit FPL ' s share is 59.9\ (230. 6 
MW), FPC ' s share is 27.7\ (106 . 7 fo1W) and TECO ' s share is 12 . 4% 
(47.7 MW); for the 1995 avoided unit FPL ' s share is 58.3% 
(224.5 MW), FPC ' s share is 28.7\ {110 . 5 MW) and TECO's share is 
13 . 0\ (50.0 MW). 

Use of planning hearing decisions 

The original purpose of this docket, its companion docket, 
Doc ket No. 890004-EU-A , and their predecessors , was to ensure 
that utilities and this bo dy a~e a coordi n ated, long-range 
approach to planning new generation in Florida . We agree with 
ou r Staff and Gulf' that the findi ngs of t his docket should 
establish a framework within which we gauge the validity of 
indi v idual electric utility and qualifying facility need 
determi nat ion applications filec.l pursuant to Secti o n 
403.50 1-.517 or 403.519, Flonda Statutes {Siting Act). These 
fi ndings should not be used as a s urrogate for the factual 
fi ndings required by the Si ing Ac t in the need det~rmination 
applications of eithe r electric utilities or qualif y ing 
facilities. 

The Siting Act, and Section 403.519 require that this body 
ma ke specific findings as lo s ystem reliability and integrity, 
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need for electricity at a r easonable cost, and whether the 
proposed plant is the most cost-effective alternative 
available . Clearly these criteria are utility and unit 
specific. The information in both the avoided unit study and 
the 20 year optimal generation expansion plan adopted in this 
docket are best used O"lly as a means of testing the 
reasonableness of a proposed electric power plant project . 

I 

By this finding, we overrule those previous dec'sions in 
which we held that in qualifying facility (QF} need 
determination cases as long as the negotiated contract price 
was less than that of the standard offer and fell within the 
cu rrent MW subscription limit both the need for and the 
cost-ef feet 1 veness of the QF power has a 1 ready been proven. 
See : In re: Petition of AES Cedar Bay, Inc. and Seminole Kra ft 
Corporation for determination of need for the Cedar Bay 
Cogenera ion Project (AES}, Order No. 21491, issued on June 30, 
1989 . In so doing we take the position that to the extent that 
a proposed electric power plant cons ructed as a QF is se lling 
its capacity to an electric utility pursuant to a standard I 
o ffer or negotiated contract, that capacity is meeting the 
needs of the purchasing utility. As such, that capacity must 
be evaluated from the purchasing utility's perspective in tr ~ 
need determination proceeding, i.e., a finding must be made 
t hat the proposed capacity is the most cost-effective means of 
meeti ng purchasing utility x·s capacity needs in lieu of other 
dem~nd and supply side alternatives. 

We recognize that Qfs whtch are solid wa ste facilities may 
be in a different category than other QFs by virtue of Section 
377.709, Florida Statutes. So that while it may be appropriate 
to ~automaticall y" approve he need tor a solid waste facility, 
it is not for other units which will burn oil or natural gas as 
the ir primary fuel. In reversing our position on the use of 
planning hearing decisions in QF need de ermination 
applications we have been persuaded by several arguments. 
First, that the current standard offer is based upon a 
statewide avoided unit, rather than individual utility avoided 
units, necessarily causing a mismatch bC'twcen the pClces paid 
to cogenerators and the price of the unit be1ng avoided by the 
utility purchasing the power. So that even if one assumes that 
all cogeneratcd power is "needed" , thf' finding that cogenerated 
power is the most cost-effective means of satisfying that need 
does not necessd rily fo llow. This problem is not cor rected by 

1 t he designation of a utility planning the statewide avoided 
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unit unless i t is the designated utility wh ich is purchasing 
l he power . 

Second, an increasing share of the state ' s electrica l needs 
will be supplied by either cogenerators or independent power 
p r oduce r s . If we continue to "rubber stamp" QF projects wi th 
t he o nly criterion being thdl the price of that electricity is 
equal to or lf"'SS than that of the standard offer , t hi s body has 
effectiv,. ly l osl the ability to regulate the cons truction of an 
increas i ngly significant amount of ge nerati ng capacity in the 
state. 

Third, after the conclus1on of t he AES proceeding, our 
Staff received a letter from Hamilton S. Oven, with t he 
Department of Environmental Services, dated August 28 , 1989 . 
In h is letler Mr. Oven referred to corresponde nce he had 
received from Marion Jones , o f the United States Env ironmen tal 
Protection Agency, requesting some clarification of ou r fi nal 
order in that docket . The correspondence indicates tha EPA 
cannot prepare its SAR/EIS statement foe t he certifica tion 
hearing since the order indicates t hat no "e xamination of 
ge neration and management altern, tives to t he proposed plant" 
were pe rfo rmed. It is obvious that EPA is analyzing this plant 
from Lhe perspect ive o f t he purchasi ng uliliLy's needs, not 
that o f the QF. 

Fourth, as discussed above, we adopt the pos ition that 
"need" fo r the purposes of the Siting Act , is t he need of the 
entity ultimately consuming the power , the electric utili ty 
purchasing the power. Cogeneration is another alternative to 
that purchasing utility's construction of capacity or pu r c hase 
of wholesale power from anot her source 

Based o n the considerations discussed above , we are 
pe r suaded tha the approp r iate decision is to use plann1ng 
heari ng results in QF need determinatio n hearings in the same 
ma nner that they are used whe n electric u tilities come befo re 
u s : for i nfo rmationa l purposes o nly. 

Motion to make limited r e ply 

On April 27 , 1989, FCG filed a motion wh ich requested 
permission to fi le a limited reply to FICA' s post hearing brief 
filed o n Ap ril 7 , 1989. In its motio n FCG argues that il 
should be allowed to reply t o FICA's erroneous conclusion that 
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it is actually cheaper to select a .oal unit as the statewide 
avoided unit than to select 660 MW of combined cycle unit s 
identified by the FCG study. FCG argues that this erroneous 
result is reached by comparing i s avoided unit study which 
used the lowest PWRR for 20, 25 and 30 years (depending o n the 
year) with a sensitivity base1 solely on a 30 year PWRR where a 
coal unit was "forced" in 1992. 

FICA f iled its response on f1ay 5 , 1989. In its re:sponse 
FICA makes several arguments: thal any "reply" would really be 
improper rebuttal to its brief; its conclusion was not 
erroneous; that its position was fully developed at trial and 
FCG should have responded to it i n its post hearing brief and 
that any "erroneous" conclusion can be corrected by a motion 
for reconsideration filed pursuant to Rule 25-22.060, Florida 
Administrative Code. 

Wh ile we don't agree with FCG's conclusion thal a 1992 coal 

I 

unil is cheaper over a 30 year period t han the FCG · s combined I 
cycle units, we do agree that FCG is attempting to get a 
·second bite al the apple" by filing a •reply" . As FICA 
c o rrectly points out, FCG can correct any mis1 n erpretation of 
the facts by the Commission via a petition f or 
reconsideration. Since that is the proper procedural Jvenue 
Cor the FCG to follow, we hereby de ny Lhis motion . 

Objection to Late-filed Exhibit No~2 

On May 2 , 1989, FPL filed an o b jection to Late-filed 
Exhibit 905 · s admission into evidence in this ptoceeding . As 
grounds for ils request, FPL stales that: Exhib1t 905 goes 
we 11 beyond the simple comparison of capacity payments 
requested, ha s m1ssta ted capacity payment streams and avoided 
energy costs for the generating unit alternatives considered 
and fails to put the Southern purchases o n equal footing with 
the generating alternaltves. [Objection at 1-2]. Absent an 
opportuni Ly to cross-examine Mr. Seidman o n this ex hi bit or 
"otherwise include in the record evidence showing the erroneous 
information provided in Late-filed Exhibit No . 905", FPL ar')ues 
that it is prejudiced by the admission of the exhibit. The 
objection then discusses the specifics of the exhibit' s 
fai.ings in some detail. 

On r1ay 
objection. 

15, l'J89, FICA filed its response to FPL's 
FICA· s response argues that FPL · s ob) eel ion should I 
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be denied on several grounds: the objection is untimely (coming 
5 weeks af teL the exhibi and 3 we~.~ks after the briefs were 
filed); FPL can ' t ObJect to an exhibit it requested; FICA 
correctly reflected capacity payment streams, avoided energy 
costs and Southern Company purchases ; and where assumptions 
needed to be made, Mr. Seidman properly used his own. 
[Response at l-10]. 

Because botu FPL' s object ion and FICA · s response are so 
detailed, we conclude that the record is fully developed wi t h 
regards to the merits of this exhibit if both the objection and 
response are included as part of Exhibit 905. Thus, we find 
that Late-filed Exhibi t 905 should be admitted into evidence 
with both FPL ' s objection and FICA's response attached and made 
part of the exhibit for appellate purposes. 

The Florida Public Utilities Company (FPUC) currently ofe r s 
avoided capacity payment s equa l to 100 percent of its avoided 
demand cost from its wholesale supplier if and when capacity 
delivered by the QF results in a r eductio n of FPUC's n1onthly 
billing demand. FPUC also currently pays QFs an avoided energy 
cost equal to the monthly average fuel c os t billed to FPUC by 
its supplier in each division. These po licies were establ ished 
in Docket No. 830377-EU, the cogeneration rule implementation 
docket, and we approved t heir continuance in t he last planning 
heari ng docket, Docket No . 860004 - EU . All part ies t o thi s 
docket hav e stipulated to the c ontinuation of these policies . 
Tha being the case and no evidence hav ing been presen ed o n 
either issue i n this proceeding, we find that t hese po licies 
should continue i n effect. 

Standard o ffers 

AL issue in this proceed ing was whether Rule 25-17 .083 
r equi r ed that utilities make a standard offer based upo n ou r 
decision available upon the date oC our vote in this docket. 
We do not interpret the language of Rule 25-17.083(3) as 
r equiring that he IOUs have a tariff on f 1l~ at all times . 
Rather, consistent with past practice , we view this language as 
r equiring that the revi sed standard offer based upon the new 
avo1ded unit have an effective date coincident with the date of 
o ur vote , October 16 , 1989. 
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The tariffs which reflect our vote should be filed for 
approval by the IOUs within 10 days of the issuance of this 
order. In keeping with normal procedure, these tariffs will 
not be available until approved. We intend, however, to review 
these tariffs and, if consistent with our decision in this 
docket, approve them as expeditiously as possible so that the 
time during which no formal tari!fs are on file is minimized . 
FICA has aken the position t.hat all the utilities should be 
directed to revise their existing COG-1 and COG-2 tariffs to 
reflect only the decisions made in this docket. FICA is 
seeking to prevent the utilities from modifying other terms and 
conditions which were not at issue in this proceeding. We are 
s ympathetic to this request since considerable delay can occur 
if utilities use this opportunity to modify other contractual 
terms and conditions of their standard offer contracts . Thu s , 
we find tha u ilitics should change their s andard offer 
contracts only to Lhc extent LhaL the change is necessary to 
implement the decisions in this docket. 

It is, therefore, 

ORDERED by the Florida Public Service Commission, tl.al all 
electric utility companies subject to the provisions o f Rules 
25-17.080 through .087, Florida Administ rative Code, shall 
s ubmit tariffs in compliance with these rules as implemented by 
this order within ten (10) days of the date of this order. It 
is further 

ORDFRED that all electric utility companies subject to the 
provisions of Rules 25-17.080 through .087, Florida 
Administrative Code, shall submit a standard offer contrac for 
the purchase of firm capacity and energy from QFs in compliance 
with these rules as implemented by thi .. o rder within ten (10) 
days of the dale of this order . It is further 

ORDERED that the Florida Public Utilities Company continue 
its present treatment of avoided capaci y payments and avoided 
energy costs and be required to submit a tariff and standard 
offer contract for the purchase of capacity and energy from QFs 
in their service areas consistent with the provisions of this 
order . It 1s further 

ORDERED that each utility's tariff shall have an effective 
date of October 16, 1989. 

I 

I 

I 
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BY ORDER of the Florida Public Service Commission, 
this 26th day of December __ 1_98_9 ____ _ 

Reporting 

(S E A L} 

5393L:SAr 

Commissioner Gunter dissented with the majority· s vote on 
the issues of fuel flexibility , biases, the avoided units, the 
availability of natural gas , and selection of an avoided unit 
which increased the stale ' s reliance on n atu r al gas and oi l . 

NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW 

The Florida Public Service Commission is required by 
Section 120.59(4), Florida Statutes, to notify parties of any 
administcative hearing or judicial review of Commission orders 
that is availabl e under Sections 120.57 or 120.68, Flo r ida 
Statutes , as well as Lhe procedures and time limits t hat 
app ly. Th is no ice should not be construed t o mean all 
requests for an adminis rative hearing o r judicial review will 
be granted or result in the relief soughl . 

Any party adversely affected by the Commission ' s final 
action in this matter may request: 1) reconsideration of the 
decision by filing a motion for recons ideration with the 
Directo r, Division of Records and Reporting wit hin fifteen ( 15} 
days of the issuance of t h is order in the for m prescribed by 
Rule 25-22 . 060 , Florida Administrative Code ; or 2 } judicial 
review by t he Florida Supreme Court in the case of a n electric , 
gas r r telephone uti l ity or t he First District Court of Appeal 
in the case of a water or sewer util i t y by f i li ng a notice of 
appeal with the Direc or, Divtsio n of Records and Reporting and 
filing a copy of the notice of appeal and t he filing fee with 
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the appropriate court. This filing must be completed within 
thirty (30) days after the issuance of this order, pursuant to 
Rule 9 . 110, Florida Rules of Appellate Procedure . The notice 
o( appeal must be in the form specified in Rule 9 . 900(a), 
Florida Rules of Appellate Procedure. 

I 

I 
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