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BEFvRE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Petition of Florida Power 
Corporation for waiver of Rule 
25-22.082, F.A.C., Sell'ction 
of Generatina Capacity. 

PETITION 

Docket No.------

Submitted for filing: 
Oct.ober 20, 1998 

Florida Power Corporation (Florida Power, or the Company). punuant to 

Section 120.S42, F.S .. and Rule 25-22.082(9), F.A.C .. hereby petitions the l-1orida 

Public Service Commission (the Coauniuion) for a waiver of Rule 25-22.082, 

F.A.C., entitled "Selection ofGcnetuing Capacity," u sucll rule may apply to the 

filing of a petition with the Commluion t<o determine: the need for 1 proposed 
• 

a.Jvanced tedmology, combiued.eycle eleclric generating plant to be located 11 

Florida Power's Hines Energy Complex in Polk County, Florida. As will be: more 

fully explained below, the ~ waiver is based on the unique cost. scheduling. 

site, environmental, and u:tility control advantages of the proposed new plant. 

coupled with a commitment by florida Power to absorb the additi0111l fuced costs of 

the plant in its existing base rates until It least 2006 (five years aner the: plant's in· 

service date). Collectively, these factors ensure that Florida Power's custolllers will 

receive a grutcr benefit from the construction of its proposed plant than could be: 

provided by any other aupply altemallve, includ111g any selected under Rule: 25-

22 082, F.A.C. In support of this petition, Florida Power states u follows· 

I. Petitioner, Florida Power, is a publi<l utility subject to the jurisdiction of 

tbc Commission under Chapter 366, Florida Statutes. Florida Power's General 

Offices are located at 3201 34• Street Soud1, St. Petersburg. Florida, 33711 . 
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2. All notices, pleadings and olhoc:t communications required to be served on 

petitioner should be directed to: 
James A. MeGee, Esquire 
Post Office Box 14042 
St Petersburg, fL 33733-4()42 
Fec:simile: (727) 866-4931 

For express deliveries by private c:ourier, the address is: 

320 I 34th Street South 
St Pctc:r1burg, fL 33711 

Background 

3. Jy pcdtion filed in Docket No. 9107S9-EI, Florida Power requested the 

Commiuion to determine the need :for four 23S megawatt, natural ga.s-fired 

c:ombined-qcle generating units to be plac:ed in service between 1998 and 2000 at 

a new power plant site in Polk County, which were then referred to as Polk County 

Units !through 4. By Order No. 2580~, iuued feb~ 2S, 1992, the Commission 

approved the need for Polk County Units I and 2, but deferred a decision on Units 

3 and 4 because of several uncertainties regarding the timing of these units· need, 

incJuding wbether a further expansion of the load management program beyond the 

level projected by Florida Power, or an increase in the estimat.-d amount of 

contracted cogeneration C1lpacity, might delay the need for tllese units. The order 

allowed Florida Power to return to the Commission when the timing of additional 

needs beyond that satisfied by the approved units became clearer. 

4. The Polk County plant site is now known as the Hines Energy Complex. 

Units l and 2 were subsequenlly redesigned and combined into a single, advanced 

technology SOO mepwalt unit using a so called 'iwo-oo-<)ne" c:onfigur11tion 1 and has 

Under tb!J conJlpwon, tbc Cldw.ld pta from lWO ISO mt ...... ll edv..-1 lCclu>oloJIY 
combuatloa u.rtMnc-.,-Llllla n G:d illlo ""&SIC !at I'CCICI\11)' ~~team pnc:n10n1 that power a •ir1ale 
200 mcpwllll-t~toruniL 
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been~ a HiDes I. The unit is eurrently in the final stageS of «HUcructioo, 

with OCM •a•dc:ial ope~ Ilion scbcchdc:d for laler this year, at which time it is expected 

to become one of the most efficient generating pl111ts in the Southeast. Similarly, 

fonncr Units 3 and 4 have also been redesigned as a virtual twin of Hines I 111d is 

designated as Hines 2. 

Recent E:&perlen~ 

S. Florida Power' s last Ten-Year Site Plan, as of ~bcr 31, 1997, 

projected 111 in-service date for Hines 2 in late 2004. However, bci:ause of concenu 

~ by Scaff reJ' rdina the ldoquKy of reserve• atatcwick, and this past summer's 

Cldleme weatberaperimce wbich brousbt these coocem1 into sharper focll$, Florida 

Power oow proposes to acc:elet~te tbe in-service ~ of Hines 2 to the swnmer of 

2001. 

6. During the past summer's record-actting bcstwave, Florida Power 

exceeded the prcviou.t reiOOrd summer peak dcrn1.11d act iz 1997 on 30 acparate days. 

The peak demand of 8,004 mcgawarts on July 2nd cxcccdcd the 1997 swnrncr peak 

by over 540 mepwatts and the fOIU&Stcd 1998 swnrncr peak by over 400 

megawatU. In addition, this past swnrncr's expcrieoc:c reinforced the concern that 

when extreme weather patterns are wide spread throughout the nation or the 

Southeast region. purchased power provides little or no assisti.IICC in m«tins critical 

ctpecity coodltiotU. Durina the record 111d near-record peak ck-nwlds experienced 

during the Jt•rmner, cmcramcY purdwes were ltrgely unavailable, and In those 

instances when putclluel were ava.i1lblc. they could only be made at Wlpreccdcnted 

high prices. 

. ) . 
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7. Most imponiDt, particularty 10 florida Power, lhe prolonged healwave 

provided die Compmy with a practical dmionstralion that reHanee on dispatchable 

DSM programs for a subdantial portion of hs generating reserves can be 

problematic. Since ita beginnings in the early 1980'•, with the Commission's 

approval Uld ~ florida Power lw become recognir~ IS a national 

leader in die UfC oldircd loed control programs IS an allcrnative 10 lhe COII.Unletion 

of eddjtimaJ ser~t~lltina c:apKity for meeting peak demand. Over this period, florida 

Power's residenliallold ~ lw grown Skadily 10 become by far the lvgest 

in the swe, Uld lw provickd ID increasingly ~Mgt: portion of the Compmy' • overall 

reserves. Trwlitionally, dispatrbable DSM prosiliDS sucllas load manaacment ~ 

been viewed IS providina the fuoctional equivalent of the rexnu that would have 

been provided by the generalins piiDts thai these DSM programs avoided. However, 

as became apparent when the recent heatwave repeatedly strained the Compmy's 

reserves, the human element inherent in these DSM programs Imposes certain 

practical limitations on lhe cxtc:n1 10 which the programs can be used during 

prolonged periods of high ckmUid without exceeding customer t.olerance ln-ds -

limitations that do not cxlst with real ~bricb and mM&J" generating plants. 

8. Limiting the use of dispatc:hable DSM progranu in a IJIIDilCt that balances 

customer tolerance with the economic incentive given to customers for their 

participation is essential to preserve the long tc:nn viablliry of these programs. If 

these prl(ltlcal limltatlons on the use of dispatehable DSM proarams arc: not taken 

into account Uld, instead, the programs are simply called upon whenever needed 

irrc:speelive of customer tolerance levels, the efTc:et will be: an uncontrolled 
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deterioration "f the progtams in the fonn of rampant attrition IUlCI a c:orresponding 

loss of the prosruus' contribution to rescnoes available to mcd peak demand. AJ last 

summer's extreme weather dernonstnltcd, using the residential load management 

PfOSIIID in a prolonged nwmc:r that acecdtd the tolerance level of many customers 

resulted in the lou of nearly ten percent of the program's participants in the month 

of June alone. 

9. Florida Power's need to take into account the practical limitations 

inherent in its di~tchable OSM programs when determining the extent of their usc 

to meet peale demand will necessarily i.mpect these~· contribution to. and the 

quality of; the C«npeny's reserves in the future. In ra:ognitioo of the afT~ that this 

will have on system reliability, as well as other significant plAnning considerations 

that wl11 be addressed in the Company's later need filing. Florida Power has 

coocluded that the timely addition of new generating c.apaeity is necessary. This new 

capacity w!U strenathcn system reliability by increasing the reserves available 10 

Florida Power for IJlCCiina both winter and summer peak demand conditions. enable 

th.e Company to use its di5p11chable DSM programs within the limits of customer 

tolerance by decreasing the proponlon of its r:scrvcs provided through these 

programs, and provide Florida Power with additional flexibility in responding 10 

UIWllic:ipatcd eventl and conditions such as unexpected attrition of DSM program 

paJticipanls or aboormal wcalher ab WJtS like the record-breaking experi encc of this 

past summer. 
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Advuta,a of Hln.:a l 

10. ~ 1hiJ inc:reuin8IY appua:u need for additional c:apecity, the unique 

c.baracterisllc:a of Hines 2 provides Florida Power with the means to address this need 

in the most expeditious and cost-effeetivc manner possible. As an initial matter, it 

should be noted tlw H.incs 2 (previously Polk lJnitJ 3 and 4) bad bcco originally 

scheduled for c:omplctioo in the 1999-2000 rime fn.rue wbco submitted to the 

Commiuioo for need approval in 1991. As a rtsult, the unit bas the advantage of 

considerable advance planning and design, as well as the scheduling and cost 

advantages of previously secured equipment anrl construction options. Even more 

impolllillto the unit's lbility to be placed in service quicldy is the availability of an 

existing plant site. scleclcd because of its minimal eo~iroomenlll imJ*t, with an 

lnfrutructure capable of accommodating Hine- 2 with only minor additions. The 

infrastructure already in piiClC at the Hines Energy Complex includes extei1Sive si te 

development (core sampling. excavation, fill, IICCCU roadJ, etc.), a 2,600 acre cooli.ng 

pond, complctc intake and discharge structW"Cs, a fully sized natural gas lateral 

pipeline, 10 existing transmission system rcquinng no additional up~es. 1 as well 

as all common facilities and manpower rcquircme.nts needed to suppon t-vo-unit 

operations at the site. Finally, Hines 2 wil l be able to take advantage of the 

significantly foreshortened permitting proccs.s using abbreviated supplemental 

procedures authori.z.cd under the Power Plant Siting Act for existing sites that have 

already bcco subjected to the Ad's mensivc ccrri.fic:ation process. Since most of the 

significant eovironmc:nlll issues associated with the site were resolved when Hines 

I was certified, the time required to complete the supplemental pcrrnlttintt process 

·6 · 
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for HiDes 2 is c:xpcded to be recfnr:cd substantially, resulting in a minimal impaet on 

the IDUt's eonstructioo ~ehedule. 

11. Moreover,lllid}ting Florida Power's need for capaeily with Hines 2 will 

improve tbe beii'M'c of its total capacity resoun:es between Company-owned 

genentioo and purdwed power. Aorida Power ct:tTently bas 1 higher proportion 

of its total capacity resources provided by purclwed power than any other major 

Florida utility. The dlmlnlshed l.evcl of utility control over the long-term costs and 

operarlons of purchased power, as evidenced by the Company's elq)Uience with its 

lq-tcnn cogmeratioo c:onlrlct.s, we.ighs heavily against an even higher reliance on 

this capacity resource. 

12. COO!pO'mding the c:oncem 0\10' an Wldue reliance on purchased power is 

the practice of the major bond raring agencies to Impute a portion of a udlity's long­

term purchased power obligations to the debt component of its capital structure, 

which necu•ilatet a~ infurion of additional, higher cost equity capital 

to maintain (in the eyes of the rating agencies) the utility's debt/equity ratio and, 

thus, its bond razina. ln fact, however, the neod to add real equity to offset tmputed 

debe incrN.US, ralher than maintains, the percentage: of equity in the uulity's actual 

capital structure, (and with no ldditional udlity asset to support the: increased equity). 

The: resulting ii!CfQSC in the utility's ove.rall cost of capital means that its customers 

may pay for the equity associated with purchased power rwice; once for the higher 

cost of capital rdlc:dcd in the utility' a base ntes, and again for the seller' a equity 

cosu rellc:dcd in the price of the purch.ued power. The additioo of Hines 2 to 

Aorida Power's mix of capecity resoun:es will avoid an c:xautbaticn of these 

purc:hued power concerns. 
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13. As an add.itiollal basis for !he waiver requested by Florida Power ap111 

from !he multi-facded ICMnl:aaes associated with Hines 2 itself, and for purposes 

of this petition ooly, Florida Power commits that it will not initiate any proc.ccding 

to increase its CWJ'CSil base rates which includes the capital costs and non·fuel 

operadng and maintmancc expenses associlled with Hines 2 fer a period of at least 

fivt yem from tbe onit's commercial operation date (er through mid-2006 based on 

the unit's cwrent in-service ~ebedulc). ' This commitment is conditioned upon !he 

understanding dw tho.: capital costs m.d noo·fucl o.tM expenses will be 

<:ODSidcmllegitimate utility expenditures for swveillancc reporting pwposcs when 

Hines 2 is placed in commercial operation. and thai this commitment will be 

effective only wben an order issued by !he Commission gJanting this petition in its 

entirety becomes final and non-appc.alable. 

14. In SIIIIIUIIII)', the unique cost, scheduling. site. environmental, and utility 

control advantages of Hines 2 would be exceedingly difficult for any other supply 

altemativt to match. When coupled with Florida Power's commitment !hat Hines 2'• 

fixed costs will not increase customer rates until &I least 2~ while immediately 

fl owing through the unit's fuel savings to customers. the advantages of Hin« 2 

would be virtua1Jy impossible to match. Florida Power believes it would be COWiter· 

productive fer all concerned to cng~&c in a lenglhy bid solicitation and evaluation 

process only to confitm this contlusion. and in doing so, frustrate !he unit's most 

benclicial characteristics - a short in-s.ervicc schedule followed by reduced rates. 

' Flandla ~'~Mer'• ialo:a ill ...... ct.-,. 10 l'ft*"'O lhe mmu qw c( 111......,. 

.,_-..u I'CIIpCICliD ~ 2 durilla Ole~ I.CniL AaJOI....,., by llllcnDI, lbc-­
doct not IiPPY 1D a '-e a16 p ... •••"' by ..,-ocbcr lbaD Flondo Powu, - doct 110A>IY 
1fflondo ,_., eutallbMC,_ (I t .,IIIOKI'IICI ippiMid m Dod<CI No 9t0&90-EI) ba>'< be>::> 
roducod bdi:n "-2 is placed ill temCt. 
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The$e advantages of Hines 2, which ensW"C that customers will receive the greatest 

possible bc:nefit from the sclcaiou this unit to meet Florida Power's capacity needs, 

wammts the waiver of Rule 2S-22.082, F.A.C. 

Criteria for Walve.r of Rule lS..ll.082 

I 5. Rule 2S-22.082, F .A. C., (the Bid Rule, or the Rule) requires investor­

owned electric utilities to solicit and evaluate bids for new gcneruing capacity as a 

prerequisite for requesting a deltmlination of need from the Commiuion. 

Subsection (9) of the Rule provi.le$ the criteria for waiving this bidding requirement 

by stating that: 

"11~~: CommiJSioo may waiw this rule or any pan thereof upon a showing 
that the wajyq WQ!Ik! likdy '""" jn • !rom-cost suwb' of s:lcctridl)' to 
the utility's general body of mepayers, inc't''C the reljable supply of 
c!cgtril!ity to the utility'l scncraJ body of ntepayers, or is otherwiJe ill 
the: public intc:mt" (Emplwis added.) 

In addition, Section 120.S42 (2}, F .S., provides the foUowing two-prong srandsrd for 

granting waiven or variances to the requiremenlS of an agency rule: 

"Variances and waivers shall be granted when the person subject to the 
rule dcmonstntes that !be ll"'JJI'C of the underlyina s!AWIC will be or ho• 
been •cbicvcd by other means by the person and wben application ofa 
nJ!c would create a mb«antial bardshjp or would violate principles of 
fairness." (Emphasis ldded.) 

16. SiDce the opcntioo of Hines 2 is cxpc:cted to lower average fuel cosu, the 

overall effect of the base rate comm.itmeot described in paragnph 13 above wi II be 

to reduce retail ntes when Hines 2 is placed in service. Thus, in accordance with 

subscc:tioo (9) of the Bid Rule, the requested waiver "would likely result in a lower­

cost supply of electricity to [Florida Power's] general body of ntepayen." In 

addition, eliminating the time consuming bid solicitation and evaluation proceu will 

advance the availability of Hines 2's capacity to meel system peak demand, and 
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lhereby "irocasc: lbe reliable supply of electricity to (Florida Power's) general body 

ofl'lleplycn'" MOROYCr, it would not be efficient or " in the public interest" to ulc 

poteutial capecity JUpplieta to bid •s•int~ what amounts to 1 uro<ost alternative 

from the rateplyetl' peupective thai these supplic:rs taDDOt pouibly match. 

17. Thc~WIIverofthe Bid Rule would also serve the purpose of the 

underlying statute, oamely, Smion 403.519, F.S., which grants the Commission 

exclusive authority to detctmine the need for new tlcctric geneRting capacity 

required foe certification under the Power Plant Siting AC1, Scc:tions 403.501 • 

403.518, F.S. The purpose of Section 403..SI9, Inter alia, is to ensure that a utility's 

customcr1 receive the beocfit of the most: cost-cJJ'ective generation supply alternative 

in satisfying the utility's need for new capacity. The Bid Rule seeks to futtber dW 

purpose by requiring the utility to engage in a rigo.rous process designed to identify 

the lowest cost supply alternative, on the premise that, through the ratemaking 

process, the least cost alternative is synonymous with the alternative that provides 

the lowest rates to the utility's customers. 

18. In this case, ho~u. Florida Power's commibnent not to initiate base 

ra1e recovery of the capital and non· fuel O&M coS1s associated with Hines 2 means 

thai customers wiU not only be provided new capacity at the least cost. it will be 

provided II no cost for II least five )UN. And when the unit's expected fuel savings 

are taken into account, customers wiU aetually receive 1 rate rrductlon Thus, the 

requested waiver will serve the purpose of Section 403.519, F.S .• by ensuring that 

Florida Power'• CUSIOOJel'l rccdve a greater benefit by meetioa the Company's need 

for new capacity with Hines 2 IbiD could be provided by aclhcrcnu to the Bid Rule . 

• to. 
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