State of Florida
Public Service Commission
INTERNAL AFFAIRS AGENDA
Tuesday — November 9, 2010
Following Commission Conference
Room 140 - Betty Easley Conference Center

REVISED
1. Approve October 12, 2010 Internal Affairs Meeting Minutes. (Attachment 1)
2. Annual Briefing by Dr. Mark Jamison on the Activities of the Public Utility

Research Center (PURC). (Attachment 2)

3. Staff's Review of the 2010 Ten-Year Site Plans for Florida’s Electric Utilities.
(Attachment 3) THIS ITEM IS BEING DEFERRED UNTIL THE NOVEMBER
30™ INTERNAL AFFAIRS MEETING.

4. Staff's comments regarding the FERC Transmission Planning and Cost
Allocation NOPR. Comments due November 12, 2010. (Revised Attachment 4)

5. Talking Points Regarding the Federal Universal Service Program. Staff seeks
further guidance. (Attachment 5)

6. Procedural Discussion Regarding Hedging for Fuel Costs
7. Other matters, if any.
TD/sa

OUTSIDE PERSONS WISHING TO ADDRESS THE COMMISSION ON
ANY OF THE AGENDAED ITEMS SHOULD CONTACT THE
OFFICE OF THE EXECUTIVE DIRECTOR AT (850) 413-6068.




Attachment 1

State of Florida

Public Service Commission
INTERNAL AFFAIRS MINUTES
Tuesday — October 12, 2010
9:46 am — 10:04 am
Room 140 - Betty Easley Conference Center

COMMISSIONERS PRESENT: Commissioner Edgar
Commissioner Skop
Commissioner Graham
Commissioner Brisé

STAFF PARTICIPATING: Devlin, Hill, Kiser, Fogleman, Miller

1. Approve September 28, 2010 Internal Affairs Meeting Minutes.
The minutes were approved.
Commissioners participating: Edgar, Skop, Graham, Brisé

2. Draft Reply Comments to FCC regarding proposed rulemaking reform to address
high-cost support relinquished by competitive ETCs. Approval of comments is
sought. Reply comments are due October 22nd.
The draft reply comments were approved with instructions to staff to strengthen
the comments as discussed at the Internal Affairs Meeting and at the direction of

the Commission.

Commissioners participating: Edgar, Skop, Graham, Brisé

3. Other matters, if any.

There were no other matters discussed.
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Attachment 2

Public Utility Research Center

2010 Annual Report to the
Florida Public Service Commission

UF Public Utility Research Center
UNIVERSITY of FLORIDA

Leadership in Infrastructure Policy
P.O.Box 117142
Gainesville, FL 32611-7142
Phone 352-392-6148 | Fax 352-392-7796
www.purc.ufl.edu



From the Director

This update on PURC research and outreach is intended to serve as an overview for FPSC
commissioners and professional staff. Below are highlights of a very active year. At the end of
this summary is a list of recent research papers, which are also available through the research
papers search engine on the PURC Web site at www.purc.ufl.edu. We truly appreciate the
support of the FPSC and welcome opportunities for continued collaboration.

Mark A. Jamison, Ph.D.

Director, Public Utility Research Center

Highlights

Environmental Research and Courses

PURC researchers have been engaged in research and outreach related to Florida’s new energy
and climate initiatives. Research areas include (1) the economic impacts of a carbon cap and
trade program on the market for electric generation in the state of Florida, (2) drivers for utility-
scale renewable energy deployment, and (3) the impacts of emissions prices on retail rate design
and the consequences on policy implementation. Outreach activities include numerous
presentations and recent annual conferences on climate change.

PURC Senior Fellow CD Hobbs developed and taught an MBA course in the Warrington
College of Business Administration on developing sustainable energy business in Spring 2010.
He has expanded the course offerings on sustainable business for Fall 2010 and Spring 2011.

Energy Policy Development and Regulation
PURC researchers have been active in programs and analyses supporting the development of
effective energy policies for Florida and elsewhere, including:
» Keynote and other presentations at the second annual Florida Energy Systems
Consortium (FESC) Summit.
= Presentation at Energy Risk USA.
= Research on the impacts of Florida’s energy incentive programs.
» The 38th Annual PURC Conference, Next Generation Regulation: Strengthening the
Foundation While Adapting to Change, is scheduled February 2-3, 2011.

Storm Hardening Research
PURC is assisting Florida’s electric utilities by coordinating a research effort in the area of
hardening the electric infrastructure to better withstand and recover from hurricanes.

Broadband Provision and Penetration

PURC is providing research on:
= State and federal policies on broadband deployment
*  Government procurement of broadband services
= Best practices in broadband adoption




Wireless U. Communications Policy Seminar for State Legislators
PURC worked with the National Conference of State Legislatures (NCSL) and CTIA — The
Wireless Association to present this seminar on wireless telecommunications issues

Body of Knowledge on Infrastructure Regulation (BoKIR) Web site

PURC added Frequently Asked Questions sections to this web site that provides tutorials,
literature surveys, self-paced tests, and more than 500 downloadable references on utility
regulation.

International Outreach

= This June, a record 115 regulatory professionals from around the world nations attended
the 27th delivery of the PURC/World Bank International Training Program on Utility
Regulation and Strategy. An additional 89 participants representing 37 nations attended
the January 2010 program. Since its inception in 1997, this program has educated 2,332
professionals representing 143 nations.

»  We delivered leadership seminars in Thailand, the Turks and Caicos Islands and Uganda,
as well as in the United States.

» We provided regulatory training programs in Rwanda, St. Lucia, Thailand, the Turks and
Caicos Islands, and Uganda, and contributed to a water regulation course in Brazil.

=  We were invited to deliver presentations in Grenada, St. Lucia, Trinidad & Tobago,
Thailand, Barbados, and Uganda in the past 12 months.

Research

Emissions Trading and Renewable Energy

PURC Director of Energy Studies Ted Kury is working with researchers from Florida State
University and NERA on policies for carbon pricing. One line of research examines how
Florida’s energy generation portfolio would be impacted by pricing carbon emissions. Another
line of research studies rate design issues in light of restrictive carbon policies. Presentations on
this research were made at NARUC’s conference on climate change in December 2009.

Mr. Kury worked with a team of researchers from UF and FSU to look at the impacts of
Florida’s energy incentive programs. This research resulted in a report to the Florida legislature.

With funding from FESC, PURC has launched four other research projects in this area. One
examines the potential effectiveness of decoupling. Another project will rigorously quantify the
actual job impacts of the various renewable energy policies adopted in the United States. A third
project examines alternative means of financing energy infrastructure investments. The last
examines how renewable energy policies impact utility infrastructure.

Water Utility Benchmarking: Measurement, Methodologies, and Performance
Incentives

This book (authored by PURC Director of Water Studies Dr. Sanford Berg) was published by the
International Water Association, and will be translated into Spanish by the Mexican Institute of




Water and Technology. The book is the result of more than five years’ work on comparing the
efficiency of water utilities in developing countries.

Broadband Provision and Penetration

State and federal policies toward furthering broadband deployment and increasing subscription
are the subject of a PURC paper by PURC Policy Analyst Dr. Lynne Holt and Mary Galligan
published this year in CommLaw Conspectus: Journal of Communications Law and Policy. They
examine how the federal-state partnership has evolved since 1996 to further broadband
deployment and subscription goals, particularly in matters of shared public policy concern, such
as health care services, education, economic development, and public safety and security. They
also suggest an approach for state broadband policy development.

PURC is providing research for the State of Florida on government broadband. The research
examines how governmental entities procure broadband by benchmarking Florida against other
states, examining current broadband use by governmental entities, and modeling possible
financial implications of alternative means for governments in Florida to obtain broadband.

PURC Senior Research Associate Dr. Janice Hauge co-authored research on best practices in
promoting broadband adoption. Dr. Hauge’s research will be presented at the PURC annual
conference in February 2011.

Storm Hardening

PURC is assisting Florida’s electric utilities by coordinating a research effort in the area of
hardening the electric infrastructure to better withstand and recover from hurricanes. Projects in
this effort have included (1) research on undergrounding existing electric distribution facilities
by surveying the current literature, performing case analyses of Florida underground projects,
and developing a model for projecting the benefits and costs of converting overhead facilities to
underground; (2) data gathering and analysis of hurricane winds in Florida and the possible
expansion of a hurricane simulator that can be used to test hardening approaches; and (3) an
investigation of effective approaches for vegetation management. Reports are available on the
Energy Initiatives page of the PURC Web site, www.purc.ufl.edu.

Universal Service High-Cost Assistance

PURC Associates Dr. Eric Chiang (Florida Atlantic University) and Dr. Hauge (University of
North Texas) are publishing a study with Dr. Jamison to study how high-cost assistance impacts
telecommunications competition. PURC Graduate Assistant Liangliang Jiang completed a study
of how high-cost support affects companies’ costs.

Net Neutrality

PURC researchers have written three papers analyzing the net neutrality debate. The PURC
research shows that providing premium transmission service benefits small Web site providers
and stimulates innovation, contrary to the claims of many net neutrality proponents.

Competition in Telecommunications
We are in the final phases of a collaborative effort with Thammasat University in Thailand to
examine best practices for assessing and facilitating competition in developing countries. The




project involves a team of 10 experts from the United States. PURC researchers have developed

- papers analyzing case studies of competitive market assessment, metrics that developed and
developing countries can use for quantitative assessment of market competition, and best
practices for removing barriers to competition.

Business Separation in Telecommunications

Regulators and policy makers around the world are once again experimenting with business
models that separate competitive and possibly non-competitive lines of business for
telecommunications firms. PURC researchers examined the U.S. experiences and found that
these policies are fundamentally flawed in that they, among other things, assume that business
and technology are sufficiently stable to make it reasonable to encode business organization in
regulatory rules.

Regulatory Tenure

What causes turnover of commissioners in regulatory agencies? PURC researchers found that
increase in energy prices is one of the drivers. Increased prices both prompt sitting
commissioners to leave and lead commissioners to lose their seats, through failures in being re-
elected or reappointment.

Best Paper on Regulation Award

The second annual Public Utility Research Center Prize for the best paper in regulatory
economics was awarded to Maria Kopsakangas-Savolainen and Rauli Svento (both of the
University of Oulu) for their paper “Comparing Welfare Effects of Different Regulation
Schemes: An Application to the Electricity Distribution Industry.” The award was presented at
the 2010 International Industrial Organization Society conference in at the University of British
Columbia.

Outreach

Plans for the 38th Annual PURC Conference

The 38th Annual PURC Conference, Next Generation Regulation: Strengthening the Foundation
While Adapting to Change, February 2-3, 2011 will explore the difficult issues that regulators,
policymakers, industry and consumers must confront to ensure that Florida and the nation
continue to improve the availability and effectiveness of our energy, telecommunications and
water supplies. Conference details are available online at www.purc.ufl.edu.

Wireless U. Communications Policy Seminar

What are the key issues that state legislators face on wireless telecommunications? What core
knowledge do they need to address these challenges? These topics were addressed at Wireless
U., a program of the National Conference of State Legislatures conducted with the assistance of
PURC and CTIA - The Wireless Association. The October event in San Francisco featured a
presentation by Dr. Jamison during a session that examined the effectiveness of federal and state
regulations for the wireless industry. PURC Senior Fellow Julia Johnson spoke about the ways in
which wireless technologies are impacting how people live, work, and play.




Presentations at FESC Annual Summit

Energy policy research is critical for understanding the impact of policy on the future direction
of Florida’s economy. In his first presentation, Mr. Kury showed that the introduction of
marginal cost pricing to promote economically efficient use of resources, and carbon pricing
designed to reduce emissions, when implemented together, can create disincentives to invest in
technologies that work to shift load from on-peak to off-peak time periods. In his second
presentation on the state's efforts to study the damage from hurricanes, he explained the efforts
of the FPSC and the electric utilities in Florida to better understand the nature of storm damage
in the state, and the cost effectiveness of the measures available to the utilities to mitigate that
damage.

Telecommunications and Electric Utilities: A Symposium on Current Issues

What makes a good broadband policy? An effective broadband policy should emphasize
improving the efficiency whereby customers can obtain the services they want and that are worth
paying for, according to Dr. Jamison. During his September presentation at the Florida Bar
Association's symposium in Tallahassee, A Tale of Two Broadband Strategies, Mr. Hobbs
developed a panel on smart grid for the symposium and gave a presentation on business and
policy strategies for smart grid.

Emissions Presentation at Energy Risk USA

Attendees at this May event in Houston learned some results from efforts to model the effects of
emissions pricing in Florida and the implications for the global energy industry as Mr. Kury
presented for the second straight year.

Water Utility Benchmarking Seminar in Mexico

More than 200 participants learned about the strengths and limitations of current initiatives to
improve data collection and analysis during a May presentation, by PURC Director of Water
Studies Sanford Berg at a seminar on Information Systems Analysis for Water Utility Operators.

Smart Grid Presentation at Regional IEEE Meeting in Jacksonville

Attendees at this April event heard Mr. Kury’s perspectives on the need for a definition of the
smart grid, and analyses of the costs and benefits during a panel discussion on the future of the
smart grid.

Dialogue on Regulatory Governance: CARILEC Town Hall Meeting

How can governments construct governance systems for regulation that promote efficiency and
sustainability? How can these systems work with government-owned utilities? These were the
questions addressed by Dr. Jamison at an April town hall meeting in St. Lucia hosted by the St.
Lucia utility, CARILEC.

Promoting Water Management Efficiency Presentation
In March, Dr. Berg spoke via video link to the delegates of the 15th International African Water
Association Congress in Kampala, Uganda about promoting water management efficiency.

Effective Regulatory Governance: Fair Trading Commission Lecture
More than 200 government officials, industry providers, educators and citizens of Barbados
heard Dr. Jamison in March discuss basic features of regulation — treating investment fairly,




providing economic incentives for services and efficiency, and providing transparent regulatory
processes that engage stakeholders, among other.

Multi-year Expert Meeting on Services, Development and Trade

How do utility regulators work across jurisdictions? Dr. Jamison presented Dr. Berg’s work on
the subject at this United Nations event in March where he spoke to an audience in Geneva,
Switzerland via video link.

INFORMS Conference on Optimization: Energy, Sustainability and Climate
Change

Consider yourself a solider of the Sustainable Revolution. That was part of the message that Mr.
Hobbs delivered at this February event Gainesville, during a keynote address. His presentation,
“Creating the Sustainable Business,” examined the opportunities and accountabilities of
entrepreneurs, the leaders who will transform institutions and businesses over the next 25 years,
and the impact new priorities and behaviors have on the concepts of efficiency and effectiveness.

Second Water Institute Symposium on Sustainable Water Resources

What holds Florida back from updating its water policies? Speaking at a February conference of
the UF Water Institute, Dr. Jamison explained that there are two major problems. One is that any
policy change will disappoint major stakeholders. The other that holds Florida back is the
difficulty of communicating complex ideas and values across groups, including the scientific
community, politicians, residential citizens, governmental stakeholders, and commercial
interests. Groups such as university research centers can help with this problem by engaging
groups in structured dialogues that surface real conflicts and areas of agreement. Dr. Jamison's
presentation was based on the paper, Reset for Regulation and Ultilities, that he coauthored with
PURC Assistant Director Araceli Castarieda.

Primer on Infrastructure Economics for Engineers

Dr. Berg served as a visiting scholar for a day in February at Jones Edmunds—a consulting firm
specializing in Water/Wastewater, Solid Waste, and Compliance Monitoring, during which he
focused on problems with benefit-cost analysis, and outlined how Net Present Value Analysis
could improve comparisons among projects by taking risk explicitly into account.

PURC Visiting Scholars

Currently, PURC is hosting Nuno Ferreira da Cruz, a Ph.D. student from Portugal who is
studying how municipalities regulate public utilities in the U.S., comparing the governance
structures to approaches adopted in the EU. I would like to look at performance incentives,
oversight processes, funds transfers, and operations of the utilities. Earlier this year Dr. Shinji
Yane, a professor of economics at St. Andrews University in Osaka, joined PURC as a visiting
scholar. While at PURC, he evaluated the performance of water utilities using cost and
production data from Japanese utilities.

PURC is hosting two interns from the National Telecommunications Commission of Thailand,
Gig Sriyabhandha and Narongpol Chotset. They are working on PURC outreach projects and
broadband research.




Results of the 37th Annual PURC Conference

More than 125 key leaders in industry and government attended the 37th Annual PURC
Conference, Smart Technology vs. Smart Policy? in February. Speakers included NARUC
President The Honorable David Coen, The Honorable Valerie Lemmie, Bill Lehr, Sarah Rogers,
and Ray Gogel among others. Speakers explored policy imperatives for the energy,
telecommunications, and water sectors in Florida. Mr. Hobbs presented the results of a PURC
survey on smart grid. Conference details are available online at www.purc.ufl.edu.

Body of Knowledge on Infrastructure Regulation (BoKIR) Web site

After last year’s comprehensive update this Web site, with fresh content, a new Frequently
Asked Questions section, and additional case studies and reference materials, we are working on.
A Japanese translation and a Thai translation of the glossary are also in progress. The Web site
also includes tutorials, literature surveys, self-paced tests, and more than 500 downloadable
references for regulatory reform and performance improvements in infrastructure industries.

Training and Development

Seminars in Thailand

Staff at the National Telecommunications Commission in Bangkok learned how
telecommunications regulators assess the potential competitiveness of emerging markets during a
seminar delivered in September by Dr. Jamison. In another, they learned about open access for
mobile broadband. In addition, he delivered a leadership seminar at Thammasat University.

Seminars in Uganda

Thirty staff members of the Uganda Communications Commission learned how
telecommunications regulators can use financial and market data to assess current and future
telecommunications markets during a July seminar delivered by Dr. Jamison. In addition, he and
PURC Assistant Director Araceli Castafieda helped 27 participants from seven countries assess
the strengths and limitations of executive leadership during a leadership workshop.

27th and 28th PURC/World Bank International Training Programs on Utility
Regulation and Strategy

A record 115 infrastructure managers from 36 different nations learned from each other and from
leading experts during the 28th PURC/World Bank International Training Program in June. This
biannual, two-week program in Gainesville is designed to enhance the economic, technical, and
policy skills required to design and manage sustainable regulatory systems for infrastructure
sectors. The participants studied ongoing infrastructure reform programs, networked with
international speakers, and offered their own insights into regulatory policies. The January
program attracted 89 participants from 37 nations.

Practicing Leadership in a Political Environment: A One-Day Intensive Training
Workshop for Emerging Leaders in Utility Policy

In January and June, Dr. Jamison and Ms. Castafieda delivered leadership workshops for
regulatory professionals, who examined the activities, behaviors, mindsets and skills of a




successful leader during this training workshop designed by PURC for emerging leaders in
utility policy.

Workshops in the Turks and Caicos Islands

Turks and Caicos Islands Telecommunications Commissioners, staff, and industry professionals
examined techniques for allocating and assigning radio spectrum in this April workshop
delivered by Dr. Jamison. In addition, during a leadership workshop, he and Ms. Castafieda
helped participants assess how a regulatory agency can thrive in a politically charged
environment.

Regulatory Foundations Training Program for RURA

How can policy makers provide direction without micromanaging regulatory agencies? Is there
any way to minimize the political interference and forum shopping that can occur with
government-owned utilities? These were some of the key questions addressed in March during a
training program delivered by Dr. Jamison for high level officials in Rwanda. In December 2009,
Dr. Jamison and Mr. Kury worked with colleagues to provide two weeks of training on energy
pricing.




Appendix

2010 PURC Publications and Working Papers

Forthcoming Publications

Applied Publications

Jamison, Mark A. Forthcoming. “Liberalization and Regulation of Telecoms, Electricity, and
Gas in the United States.” In International Handbook for the Liberalization of Infrastructures,
eds. Matthais Finger and Rolf Kiinneke. United Kingdom: Edward Elgar.

Marques, Rui Cunha, and Sanford V. Berg. Forthcoming. “Public-Private Partnership
Contracts: A Tale of Two Cities with Different Contractual Arrangements.” Public
Administration.

Mugisha, Silver, and Tatiana Borisova. Forthcoming. “Balancing Coverage and Financial
Sustainability In Pro-Poor Water Service Initiatives: A Case Of A Uganda Project.” The

Engineering Economist.

Parmesano, Hethie, and Theodore J. Kury. Forthcoming. “Implications of Carbon Cap-and-
Trade for Electricity Rate Design, with Examples from Florida.” The Electricity Journal.

Technical Publications

Berg, Sanford V., and Rui Cunha Marques. Forthcoming. “Quantitative Studies of Water and
Sanitation Utilities: A Literature Survey.” Water Policy.

Corton, Maria Luisa. Forthcoming. “Sector Fragmentation and Aggregation of Service
Provision in the Water Industry.” Journal of Productivity Analysis.

Mugisha, Silver, and Ato Brown. Forthcoming. “From Despair to Promise: A Comparative
Analysis of WSS Reforms in East African Cities.” Water Policy.

2010 PURC Publications and Working Papers

Applied Publications

Holt, Lynne, and Mary Galligan. 2010. “Déja vu or New Horizons?” Public Ultilities
Fortnightly 148(9): 54-61.

Holt, Lynne, Paul Sotkiewicz, and Sanford V. Berg. 2010. “Nuclear Power Expansion:
Thinking About Uncertainty.” The Electricity Journal, 23(5): 26-33.

10



Kury, Theodore, and Julie Harrington. 2010. “The Marginal Effects of the Price for Carbon
Dioxide: Quantifying the Effects on the Market for Electric Generation in Florida.” The
Electricity Journal 23(4): 73-78.

Technical Publications

Jamison, Mark A., and James Sichter. 2010. “Business Separation in Telecommunications:
Lessons from the U.S. Experience.” Review of Network Economics, 9(1).

Working Papers

Hauge, Janice A., Mark A. Jamison, and James E. Prieger. 2010. “Oust the Louse: Do
Political Pressures Discipline Regulators?” University of Florida, Department of Economics,
PURC Working Paper.

Kury, Theodore J. 2010. “Evidence-Driven Utility Policy with Regard to Storm Hardening
Activities: A Model for the Cost-Benefit Analysis of Underground Electric Distribution Lines.”
University of Florida, Department of Economics, PURC Working Paper.

Kury, Theodore J. 2010. “The Role of Renewable Energy Sources in the Capacity Markets of
Island Electric Systems.” University of Florida, Department of Economics, PURC Working
Paper.

Silbert, Megan E. 2010. “Climate Change and Economic Development: Analyzing Small Island
Vulnerability to Natural Disasters.” University of Florida, Department of Economics, PURC
Working Paper.

11



Attachment 3

JHublic Serice Commission
CAPITAL CIRCLE OFFICE CENTER @ 2540 SHUMARD OAK BOULEVARD
TALLAHASSEE, FLORIDA 32399-0850

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

DATE: November 1, 2010

TO: Timothy J. Devlin, Executive Director
FROM: Traci Matthews, Government Analyst I, Division of Regulatory Analysis@
RE: Review of the 2010 Ten-Year Site Plans for Florida’s Electric Utilities / 27,

Critical Information: Please place on November 9, 2010 Internal Affairs. Report
is due December 31, 2010. Commission approval of report is sought.

Attached is a draft of the review of the Electric Utility 2010 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, 2010.

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 (FECC). Our
review is due to the FECC by December 31, 2010.
Please place this item on the November 9, 2010 Internal Affairs conference agenda.

™

Attachment

cc: Division of Regulatory Analysis (Salak, Trapp, Ballinger)

Division of Economic Regulation (Willis, Hinton, Stallcup)
Office of the General Council (Brubaker, Murphy)




Review of the
2010 Ten-Year Site Plans

for Florida’s Electric Utilities

Florida Public Service Commission
Tallahassee, Florida
October 2010
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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 locations of its proposed power plant sites over a
ten-year planning horizon. The Commission is required to perform a preliminary study of each plan
and classify each one 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’s 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.! For the second year in a
row, utilities are reporting slow or negative growth in customers. In addition, the utilities have
forecasted a continuation of diminished growth in peak demand and energy consumption. Over the
ten-year planning period, current average annual summer peak demand forecasts are more than 1,500
MW less, and average annual net energy for load projections are nearly 23,000 GWh less than last
year’s forecasts.

In response to continued declines in load forecasts, the reporting utilities have deferred or
cancelled several generation facilities. Only a single proposed unit, TECO’s conversion of the Polk
combustion turbine to a 970 MW combined cycle unit with an in-service date in 2019, would still
require certification by the Commission. A need determination petition would be expected for this
unit by 2015.

The 2010 Ten-Year Site Plans include the net addition of approximately 5,600 MW of natural
gas-fired generation, the majority of which is either already certified as needed by the Commission or
under construction. The 2009 Ten-Year Site Plans included roughly 11,000 MW of additional
generation. This decline can be attributed in part to the continued decline of load forecasts in the 2010
Ten-Year Site Plans. Total generation additions and uprates are offset by unit retirements, deratings,
and changes in the contractual status of purchases. As in past years, the majority of new capacity
planned is expected to come from natural gas-fired units. Nuclear generation represents the next
largest fuel source addition, although all of the planned additional nuclear units have now been
delayed beyond the current ten-year horizon.

The Commission finds the 2010 Ten-Year Site Plans filed by the eleven reporting utilities to
be suitable for planning purposes. While the plans are suitable for planning purposes, they are subject
to modification due to factors such as 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.

! Investor-owned utilities (IOUs) filing 2010 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 2010 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 2010 Ten-Year Site Plan.
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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 available 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, modernization of existing utility
generation resources, and new generation facilities.

Current forecasts are significantly affected by state and national economic conditions, which
have resulted in dramatic reductions in energy consumption. Several utilities have reported net
customer losses, and the state as a whole has reported a decline in population. Historically, however,
utilities have seen an increase in energy sales following a recession. It is unclear at this time whether
the decline in energy usage 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 downturn in population growth and energy
use in the state.

Conservation and Demand-Side Management

The first step in any resource planning process is to focus on the efficient use of electricity by
consumers. Government mandates, such as building codes and appliance efficiency standards,
provide the starting point for energy efficiency. Customer choice is the next step in reducing the
state’s dependence upon expensive fuels and lowering greenhouse gas emissions. Consequently,
educating consumers to make smart energy choices is particularly important. 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.

In 2009, the Commission established aggressive new conservation goals for utilities to meet
through their DSM and energy efficiency programs. The new conservation goals for some utilities are
incorporated into the 2010 Ten-Year Site Plans. Both FPL and PEF have already included values for
DSM equal to or greater than the total goals set forth by the Commission, but neither TECO nor Gulf
incorporated the new goals into their DSM values for the 2010 Ten-Year Site Plans. The
implementation of these goals remains in transition, as the DSM Plans have not yet been approved by
the Commission. Florida’s utilities have projected totals of more than 8,700 MW of summer demand
peak load reduction, almost 8,200 MW of winter peak demand reduction, and nearly 15,400 GWh of
annual energy savings over the planning period. When compared to the projections in the 2009 Ten-
Year Site Plans, these figures correspond to 37 percent more summer peak demand savings, 26
percent more winter peak demand savings, and 85 percent more annual energy savings by 2019.

Renewable Generation

Renewable generation is another key component of providing clean, reliable, and affordable
power to Florida’s electric utility customers. Approximately 1,220 MW of generation are currently
operating in Florida. Roughly 467 MW are sold to Florida’s utilities as firm capacity, and the
remaining capacity is either sold on a non-firm basis or is used internally by the owners of the
renewable generation facility.
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Historically, relatively high capital and operating costs, as well as limited physical
applications, have hampered the development of renewable energy in the state. The 2010 Ten-Year
Site Plans indicate that new renewable projects totaling approximately 734 MW are planned through
the year 2019, slightly more than half of which will come from biomass. In addition to biomass, there
are several notable solar projects within the state, including 110 MW of generation authorized for cost
recovery by Section 366.92(4), F.S., and multiple as-available energy contracts with solar energy
providers. While these new projects are a significant increase from the existing level of renewable
generation, the current firm generation capacity is approximately 58,420 MW for Florida, 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 directed by the Legislature in Section 366.91(5), F.S. As part of the utility DSM Plans,
the Commission has directed the investor-owned utilities to expend approximately $24 million on
rebates and incentives for solar technology, including photovoltaics and thermal water heating. In
addition, these solar energy systems will be provided free of charge to a limited number of public
facilities and low-income residences. In April 2008, the Commission amended Rule 25-6.065, Florida
Administrative Code (F.A.C.), relating to interconnection and net metering of small customer-owned
renewable generation. The changes promote the development of small customer-owned renewable
generation by streamlining the interconnection process and allowing monthly credits to accumulate
and carry over for 12 months for excess on-site renewable generation on the retail customer’s bill. In
2009, a large increase in the participation of net metering occurred, almost tripling the total number of
customers taking advantage of the ability to offset their generation through renewable technologies.
Currently, Florida’s utilities report almost 1,600 residential interconnections with a total capacity of
approximately 13 MW, an increase in capacity of more than 75 percent.

Pursuant to current state and federal law, payments for capacity and energy purchased by
utilities to generation facilities using renewable energy sources are capped at the utility’s avoided cost
for capacity and energy. In spite of the downturn in load growth resulting in reduced need for new
generation, renewable generation has increased. Compared to figures in the 2009 Ten-Year Site Plan
Review, existing renewable generation facilities have grown by approximately 4.2 percent (49 MW).
However, Progress Energy Florida recently announced the termination of two large renewable
purchased power contracts, which had represented almost twenty percent of the state’s planned new
renewable generation. A 40 MW biomass project and a 60 MW refuse-to-energy project were both
cancelled due to a lack of funding. As a result, when compared to the 2009 Ten-Year Site Plan
Review, the amount of new renewable generation planned for the ten-year horizon has decreased by
approximately 1.75 percent (13.1 MW).

Modernization of Existing Utility Generation

Since the current projections indicate that the state’s total energy demand will surpass
projected DSM and energy efficiency programs offered by Florida’s utilities and planned renewable
generation, 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. The term “modernization” refers to the
upgrading of older, less efficient units in order to utilize more fuel efficient technologies. Such
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projects may require the temporary removal of existing units, thus impacting reliability until the
completion of the modernization. Given that several utilities are projecting high reserve margins,
conditions are currently favorable for modernizations. Modernization of units allows for an increased
output of power and improved fuel efficiency with the same or lower emission rates. The
Commission has recently approved several projects involving modernization with a combined
capacity of approximately 2,400 MW.

Only a portion of Florida’s fossil fuel units have potential for modernization. Limiting factors
for feasible modernization can include the physical plant layout and available space, availability of
water supplies, natural gas transportation capacity, and the age of existing units. In addition to
modernizing some of its units, FPL has announced plans to place several of its fossil-steam units in
Inactive Reserve, approximately 1,940 MW of generation, which will improve the overall system
efficiency. Before considering new generation, all of Florida’s utilities should address the feasibility
of modernization. The Commission encourages utilities to continue to explore potential
modernization projects and report the feasibility of each conversion in next year’s Ten Year-Site
Plans.

Strategic Concerns

Fuel diversity is a critical strategic concern. 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, no new coal-fired generating capacity is currently planned in
Florida. All previously planned units have been cancelled.

Because nuclear generation provides base-load capacity that produces no greenhouse gas
emissions, nuclear energy has become an important component 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 totaling 565 MW, and the 4,400 MW of proposed new power
plants will mark the first construction of new nuclear generation in Florida in almost 30 years. The
2010 Ten-Year Site Plan for PEF contains the first of two units, Levy Unit 1, coming online in 2019.
However, since the publishing of its Ten-Year Site Plan, PEF projects that the Levy Units will enter
service in 2021 and 2022. Neither of FPL’s new nuclear units, Turkey Point Units 6 and 7, are in the
current planning period, with in-service dates scheduled for 2022 and 2023, respectively. Even with
the identified new nuclear units, Florida’s dependence on natural gas is projected to increase from
48.5 percent in 2009 to 51.4 percent by 2019.

New Generation Facilities

Generation planning requires considerable lead time, but changes in fuel cost, energy use
projections, evolving technology, and changing energy policy can cause plans to be modified. The
primary fuel types remaining in Florida as a viable option for new generation are natural gas or
nuclear power plants, but at this time no new nuclear generating units are expected to enter service for
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over a decade. Even though the modernization of existing units can increase the overall efficiency of
natural gas-fired generation in the state, the current forecasts continue to indicate the need for
additional natural gas-fired generation. The long permitting and construction periods involved with
nuclear generating plants, coupled with the cancellation of all planned coal-fired generation, have led
to natural gas becoming the default fuel of choice in Florida. Natural gas already provides
approximately half of Florida’s energy generation and is projected to provide the majority of new
generation beyond the next ten years. Such growth in natural gas generation may impact the volatility
of electricity prices to Florida’s ratepayers.

As the state continues to construct new natural gas-fired generation, natural gas storage and
supply become increasingly significant issues in ensuring the reliability of the state’s electrical system.
Multiple supply options and sufficient storage are critical factors in maintaining 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 the 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

The Ten-Year Site Plans give 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. These comments are summarized in Chapter 8, and the agencies’
comments as filed are included in Appendix A. 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 reviewing 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 403.501-403.518, F.S., or the Transmission Line Siting Act (TLSA), Sections
403.52-406.5365, F.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 locations of proposed power plant sites and major
transmission facilities. Ultilities with existing generating capacities 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.

In accordance with Section 186.801, F.S., the Commission performs a preliminary study of
each Ten-Year Site Plan and is required to determine whether each one is suitable or unsuitable. The
results of the Commission’s study are contained in this report, Review of the 2010 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 Review of the 2010 Ten-
Year Site Plans is forwarded to the Energy and Climate Commission to fulfill this statutory
requirement.

Information Sources

In April 2010, eleven utilities filed their Ten-Year Site Plans, and on August 5, 2010, 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 on other sources. The Florida Reliability
Coordinating Council (FRCC) annually publishes several documents that assess the adequacy and
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reliability of Peninsular Florida’s™ generating units and transmission system. The Commission used
the following FRCC documents to supplement this review:

e The 2010 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 2010.

e The 2010 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 2010.

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 a short-
term (2010-2014) detailed analysis and a long-term (2015-2019) evaluation of developing
trends that would require transmission additions or other corrective action. The FRCC
submitted an executive summary of this study in August 2010.

Suitability

The Commission has reviewed the Ten-Year Site Plans filed by the eleven 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 2010 Ten-Year Site Plans filed
by the reporting utilities to be suitable for planning purposes. 4

Since the Ten-Year Site Plan is not a binding plan of action for electric utilities, the
Commission’s classification of a Ten-Year Site Plan as suitable or unsuitable 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.

? Peninsular Florida refers to the FRCC region which includes all utilities with the exception of Gulf Power Company.

* Investor-owned utilities (IOUs) filing 2010 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 2010 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 2010 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 sets of
historical data contain energy usage patterns, trends in population growth, economic variables, and
weather data for each utility's service territory. Econometric forecast models are then used to quantify
the historical impact of population growth, economic conditions, and weather on energy usage
patterns. Finally, sets of forecast assumptions on future population growth, economic conditions, and
weather are assembled and together with the forecast models, yield the final demand and energy
forecasts. Each utility's peak demand and energy forecasts serve as the starting point for determining
new capacity additions needed to reliably and efficiently serve the anticipated load.

Peak demand is the measure of the amount of electric power in MW required at any particular
instant in time. The change in demand follows a pattern that depends on the season and the maximum
value of demand is the quantity that determines the timing and size of planned capacity additions.
Energy is the accumulation of demand over time, and the unit of measure for energy is the MWh,
which is the total number of MW consumed over a particular period. The appropriate type of new
generating capacity required is determined by energy requirements of the system. A load that remains
relatively constant would require a base load unit, whereas a load with a great deal of variation would
require a peaking or intermediate unit. Many factors exist which, when taken together, can allow a
utility to determine both the type of generator and the fuel that best suit the circumstances.

Figure 1 below illustrates the typical daily load curve for 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 peaks
correspond to heating loads.
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Figure 1. Typical Daily Load Curve

100%

90%

80%

70%

60%

Percentage of Peak Demand (%)

50%

40%

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24

i s Summrerl; B sl Win{er

Change in the customer base is a critical factor in the process of forecasting load growth for
electric utilities. Customer growth in Florida has been on the decline for the past few years. Having
fewer new customer accounts leads to smaller increases in both demand and energy consumption.

Figure 2 below shows the annual customer growth rate for the period 2000 through 2009.
While 2008 saw a significant reduction in growth, 2009 featured negative growth for all categories.
The last positive changes in the residential and the commercial customer base were seen in 2004 and
2005, respectively.

Figure 2. State of Florida: Annual Growth Rate (%) of Customers (2000 through 2009)
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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. State of Florida: Characteristics of Florida’s Electric Customers (2009 Actual)

Customer Class Number of Customers % of Customers Energy Sales (GWh) % of Sales
Residential 8.338.964 88.7 113,341 52.7
Commercial 1,032,948 11.0 80,939 37.6
Industrial 27,627 0.3 20,811 9.7
Total 9,399,539 100.0 215,091 100.0

The deterioration of economic conditions and lower customer growth have brought about a
significant reduction in demand and energy forecasts. Reduced load and energy requirements result in
the deferral of additional generating capacity as well as reductions in the burning of fossil fuels.

Role of Demand Side Management (DSM)

In recent years, Florida has gradually increased the standards for appliance efficiency and
building codes in order to maximize energy savings. However, in large part, the responsibility for
reducing the state’s dependence on fossil fuels and improving the environment must fall on
consumers. Encouraging responsible energy choices is extremely important in controlling load and
energy usage. Once consumers are cognizant of behaviors that result in increased efficiency and
reduced energy use, they are much more likely to participate in utility-sponsored DSM and energy
conservation programs.

In addition to the effects of stricter building codes and increased appliance efficiency
standards, 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, reducing the consumption of scarce resources such as petroleum fuels, and
encouraging use of renewable fuels. To accomplish these objectives, FEECA requires the
Commission to establish conservation and DSM goals and requires all IOUs 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) represent the minimum threshold that
utilities must meet before building any major power plants.

* Sections 366.80-366.85 and 403.519, F.S.
* Florida Public Utilities Corporation (FPUC) is a non-generating, investor-owned utility subject to FEECA’s requirements.
FPUC does not file a Ten-Year Site Plan with the Commission.
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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(11), F.S., and most utilities also provide energy audits for commercial/industrial customers.

Load and energy savings from conservation or non-dispatchable DSM programs, 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 and
interruptible service are measures that allow reductions in system peak demand when needed. Load
management programs offer monetary incentives for the participant to allow the utility to control the
availability of certain electric appliances. Interruptible load programs allow a utility to interrupt
specific services to a commercial or industrial customer.

Recent DSM Developments

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 an expanded scope of potential conservation and efficiency measures and the
impact of demand-side renewable energy systems. Additional considerations include the need for
incentives and the effect of greenhouse gas compliance costs.

New DSM goals were set on December 30, 2009, for the fourth time under FEECA. Both
FPL and PEF have already included values for DSM equal to or greater than the total goals set forth
by the Commission, but neither TECO nor Gulf incorporated the new goals into their DSM values for
the 2010 Ten-Year Site Plans. The implementation of these goals remains in transition, as the DSM
Plans have not yet been approved by the Commission. While Gulf has no planned generation units in
the 2010 to 2019 period, TECO is planning construction of several units to meet peak demand and a
unit that will be subject to the Power Plant Siting Act. The additional DSM represented by the new
goals may have some effect upon the timing and size of units to be constructed. Staff expects that the
2011 Ten-Year Site Plans for all utilities should reflect the Commission’s orders relating to
conservation, including the new DSM goals.

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
6.300 MW in 2010, increasing to nearly 8,700 MW by 2019. Projections indicate a summer peak
demand reduction of approximately 13 percent from DSM for each year between 2010 and 2019.
Figure 3 below illustrates the projected total amounts of summer peak demand savings from utility-
sponsored DSM programs over the ten-year planning horizon. The change from the 2009 projection
to the 2010 projection is approximately 828 MW, primarily from the inclusion of the new PSC goals
in several of the utilities’ load forecasts.
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Figure 3. State of Florida: DSM Summer Peak Demand (MW) Savings
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In contrast to summer peak demand savings, forecasted savings in winter peak demand due to
DSM are reduced from last year at the beginning of the evaluation period. Conservation programs are
estimated to result in a cumulative savings of 6,500 MW in 2010, increasing to 8,200 MW by the end
of the period. These figures represent a reduction of approximately 170 MW at the beginning of the
period, and a total net gain of only 190 MW over the ten-year period. This trend is illustrated in
Figure 4 below.

Figure 4. State of Florida: DSM Winter Peak Demand (MW) Savings
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Mandated building codes and appliance efficiency measures, voluntary conservation efforts,
and customer participation in utility DSM programs are all contributors to declines in peak demand
and annual energy consumption. Utility-sponsored DSM is projected to reduce annual energy
consumption by 8,300 GWh in 2010, increasing to approximately 15,400 GWh in 2019. These high
levels of 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. The projected energy savings for 2010 represents an increase from the 2009
projection of 5,200 GWh, primarily from the inclusion of the new PSC-directed goals in some utility
load forecasts.

Figure 5. State of Florida: DSM Net Energy for Load (GWh) Savings
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Per Capita Energy Consumption

Per customer energy consumption, which is ultimately used to determine the utilities’ net
energy for load, is forecasted to increase slightly and then level off during the period 2010 through
2019. Illustrated in Figure 6 below, the current projection for per-capita residential consumption is a
slow increase through 2014 that stabilizes around 13,500 kWh/year through the end of the decade.
This trend is slightly different than the 2009 forecast, which featured stagnant consumption followed
by a steady decrease before a similar plateau in the latter years of the forecast horizon. These changes
appear to indicate a more optimistic forecast, with a slowly improving economy.
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Figure 6. State of Florida: Forecast Energy Consumption per Residential Customer
(kWh/yr)
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Energy and Demand Forecasts

Historically, Florida’s actual electric demand has been highest in the summer. Consequently,
the timing of future capacity additions, if necessary, will likely be governed by the projected summer
peak demand. The utilities decreased their summer peak demand forecast greatly in 2009, and current
forecasts reflect a continued reduction. Over the ten-year planning period, current annual summer
peak demand forecasts are, on average, more than 1,500 MW less than the last year’s forecasts.
Figure 7 and Figure 8 illustrate the magnitude of the utilities’ most recent reductions in peak demand
forecasts when compared to prior forecasts.
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Figure 7. State of Florida: Historical Summer Peak Demand (MW) Forecasts by Forecast Year
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Figure 8. State of Florida: Historical Winter Peak Demand (MW) Forecasts by Forecast Year
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Net energy for load, which is an accumulation of demand over time, represents the amount of
energy (measured in GWh) necessary to meet a customer’s need. While peak demand forecasts
determine the size and timing of necessary generating capacity additions, net energy for load
determines the type of generation that should be added. The utilities” current peak demand forecasts
are significantly below previous years’ forecasts, and a similar trend can be seen in the utilities’
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energy forecasts as current annual net energy for load projections are on average nearly 23,000 GWh
less than last year’s projections. Figure 9 below illustrates the reduced energy forecasts when
compared with prior years.

Figure 9. State of Florida: Annual Net Energy for Load (GWh) Forecasts
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Outlook

Current forecasts are significantly affected by state and national economic conditions. These
conditions have resulted in dramatic reductions in energy consumption. Several utilities have reported
net customer losses, and the state as a whole has reported a decline in population. Historically,
however, utilities have seen an increase in energy sales following a recession. 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 downturn in population growth and energy usage in
the state.

Another key element to future energy consumption is increasing conservation efforts. In
Order Number PSC-09-0855-FOF-EG issued December 30, 2009, the Commission established
aggressive conservation goals for the FEECA utilities, whose ratepayers make up a majority of
customers in the state. The success of Florida’s utilities in achieving sufficient customer participation
in order to meet these increased conservation goals will have a significant impact upon future levels of
demand and net energy for load.
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4. RENEWABLE ENERGY GENERATION

Federal Legislation

In 1978, the U.S. Congress enacted the Public Utility Regulatory Policies Act (PURPA),
signed into law by President Carter on November 9, 1978. PURPA contained six titles and
endorsed three broad national purposes: (1) conservation of electric energy, (2) increased
efficiency in the use of facilities and resources by electric utilities, and (3) equitable rates for
electricity consumers. Section 210 of Title II, entitled “Cogeneration and Small Power
Production,” requires electric utilities to interconnect and sell electric energy to qualifying
cogeneration and small power production facilities, referred to as Qualifying Facilities, or QFs,
and to purchase electric energy from these facilities at the utility’s full avoided cost. The Federal
Energy Regulatory Commission (FERC) was charged with adopting rules to implement PURPA.
In addition, states were delegated authority to implement the FERC rules for electric utilities
over which they had rate making authority.® In March 1980, the FERC issued its rules
establishing the criteria for determining the qualifying status of a facility and setting out
regulations for electric utility interconnection with, sales to, and purchases from QFs.’

State Legislation

In response to PURPA in 1981, the Florida Legislature authorized the Commission to
establish guidelines for the purchase and sale of capacity and energy from cogenerators and small
power producers, which includes renewable generators. In 1989, the statutes were broadened with the
enactment of Section 366.051, F.S., which declares that:

Electricity produced by cogeneration and small power production is of benefit to the
public when included as part of the total energy supply of the entire electric grid of the
state or consumed by a cogenerator or small power producer. The electric utility in
whose service area a cogenerator or small power producer is located shall purchase, in
accordance with applicable law, all electricity offered for sale by such cogenerator or
small power producer; or the cogenerator or small power producer may sell such
electricity to any other electric utility in the state. The Commission shall establish
guidelines relating to the purchase of power or energy by public utilities from
cogenerators or small power producers and may set rates at which a public utility must
purchase power or energy from a cogenerator or small power producer. In fixing rates
for power purchased by public utilities from cogenerators or small power producers,
the Commission shall authorize a rate equal to the purchasing utility’s full avoided
costs. A utility’s “full avoided costs” are the incremental costs to the utility of the
electric energy or capacity, or both, which, but for the purchase from cogenerators or

® In Florida, the Florida Public Service Commission has ratemaking jurisdiction over five investor-owned electric
utilities: Florida Power & Light Company (FPL), Progress Energy Florida (PEF), Gulf Power Company (Gulf),
Tampa Electric Company (TECO), and Florida Public Utilities Company (FPUC).

7 QFs must meet all of the requirements of 18 C.F.R. §§ 292.203 and 292.204 for size and fuel use and be certified
pursuant to 18 C.F.R. § 292.207.
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small power producers, such utility would generate itself or purchase from another
source.

In 2005 the Legislature enacted Section 366.91, F.S., which requires investor-owned utilities
to continuously offer purchase contracts to producers of renewable energy. In 2006 the Legislature
enacted Section 366.92, F.S., requiring the Commission to develop a draft rule, subject to ratification
by the Legislature, establishing a Renewable Portfolio Standard (RPS) for Florida’s investor-owned
electric utilities. Subsection (3)(a)l, F.S., states:

Notwithstanding s. 366.91(3)® and (4), upon the ratification of the rules developed
pursuant to this subsection, the Commission may approve projects and power sales
agreements with renewable power producers and the sale of renewable energy credits
needed to comply with the renewable portfolio standard. In the event of a conflict, this
subparagraph shall supersede s. 366.91 (3) and (4).

This section of the statutes is the first instance where the Legislature has given expressed
authority for the Commission to approve cost recovery for renewable energy resources that are above
the utility’s avoided costs. The Commission submitted its draft rules implementing these provisions
on October 2, 2008. To date, the Legislature has not ratified the draft rules.

Commission Rules

Renewable facilities are permitted to enter into two types of contractual agreements for selling
power: standard offer and negotiated contracts. Under these contracts, the energy can be sold as either
“firm” or “as-available,” depending on the characteristics of the output of the facility. When the
output is continuous, except for occasional shutdowns for maintenance and repair, the utility also

makes payments for the dependable capacity. These contract and payment options are outlined in
Rule 25-17.0825 and Rule 25-17.0832, F.A.C.

Standard Offer Contracts

Standard offer contracts are pre-approved contracts for the purchase of firm capacity and
energy from any renewable generating facility or small qualifying facility. Rule 25-17.230,
F.A.C., requires each investor-owned electric utility to establish a standard offer contract for
each fossil-fueled generating unit type identified in the utility’s Ten-Year Site Plan. The
renewable energy generator is allowed to select from a number of payment options that best fits
its financing requirements as long as the total cumulative present value of such payments do not
exceed full avoided cost and adequate security for front-end loaded payments is provided. For
example, the Commission rules allow for levelized payments over the life of the contract which
may include both capacity and energy costs.

# Section 366.91(3), F.S., adopts the avoided cost standard as defined in Section 366.051.
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Negotiated Contracts

Renewable generating facilities are encouraged to negotiate purchase power contracts with
investor-owned electric utilities pursuant to Rule 25-17.230, F.A.C. Payments to a qualified
renewable generator pursuant to a negotiated contract may be recovered from ratepayers by the
purchasing utility as long as the cumulative present value of the payments do not exceed the utility’s
full avoided cost and adequate security for front-end loaded payments is provided.

Firm capacity payments: Firm capacity is capacity (MW) produced and sold by a renewable energy
generator pursuant to a standard offer contract or a negotiated contract subject to contractual
commitments as to the quantity, time, and reliability of delivery. Firm capacity is purchased at rates
specified in a standard offer contract which is equal to the utility’s avoided capacity cost or at a
negotiated rate which may not exceed the utility’s avoided capacity cost. Full avoided cost is
calculated by determining the cumulative present value of a year-by-year value of deferring each
avoided unit over the term of the contract.

Firm energy payments: Firm energy is energy (kWh) produced and sold by a renewable energy
generator pursuant to a negotiated contract or a standard offer contract subject to contractual
commitments as to the quantity, time, and reliability of delivery. Generally, the rate of payment for
firm energy, in cents per kWh, is the lesser of the fuel cost associated with the avoided unit or the
utility’s system decremental fuel cost.

As-available energy payments: As-available energy is energy (kWh) produced and sold by a
renewable energy generator on an hour-by-hour basis for which contractual commitments as to the
quantity, time, or reliability of delivery are not required. As-available energy is purchased at a rate in
cents per kilowatt hour (kWh) equal to the utility’s hourly decremental system fuel cost, which reflects
the highest fuel cost of generation dispatched each hour. No capacity payments are made for as-
available energy because no reliability benefits are received.

Renewable Resource Qutlook

In 2003, the Commission, in consultation with the Florida Department of Environmental
Protection (FDEP), completed the 2003 Renewable Energy Assessment Report to identify renewable
energy viability in Florida. According to the report, the most feasible sources of renewable energy in
Florida are from biomass materials, such as agricultural waste products or wood residues, and
industrial waste heat. The 2003 report also stressed that technical feasibility does not ensure economic
cost-effectiveness when determining energy resource production.

In developing draft RPS rules pursuant to Section 366.92, F.S., the Commission, in
conjunction with the Department of Energy and the Lawrence Berkeley National Laboratory, retained
Navigant Consulting, Inc. to prepare a detailed assessment of Florida’s renewable potential. The 2008
Navigant Consulting Renewable Energy Potential Assessment (the 2008 Navigant Consulting Report)
reported on the existing renewable conditions, the projected potential for renewable development
through 2020, compared cost-effective differences, and considered the potential levels of economic
impact future renewables may have. The 2008 Navigant Consulting Report substantiated the
Commission’s 2003 assessment by observing that the majority of Florida’s existing renewables
consist of solid biomass plants and municipal solid waste facilities. Although the 2008 Navigant
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Consulting Report considered solar technologies to have the largest technical potential of any
renewable resource in Florida, only a portion of this potential can actually be achieved.

The 2008 Navigant Consulting Report described the comparison of the technical or physical
potential versus the achievable potential. For example, although the technical potential for solar
power in Florida may be relatively high according to Navigant Consulting, cost-effectiveness and
siting issues significantly reduce the achievable potential to commercially develop solar energy
technology. The driving forces to the expansion and sustainability of the renewable market depend on
the overall value of renewable energy, a basis that is determined by the financial environment as well
as government regulation and support. As noted in the 2008 Navigant Consulting Report, in order for
the renewable market to have meaningful growth in Florida, the following key conditions must be
met:

1. High fossil fuel costs

2. Access to low cost capital and debt rates

L5

Continual government rebate programs and tax incentives

4. Established pricing of CO2 emissions
5

Formation of a Renewable Energy Certificate (REC) market

Current economic and policy conditions generally coincide with Navigant Consulting’s
unfavorable scenario for future renewable development. Specifically, the unfavorable scenario for
carbon assumes an initial price of $0/ton, scaling to $10/ton by 2020. Presently, no federal or state
policy exists for establishing carbon pricing. The unfavorable scenario for the cost of debt was
estimated to be approximately 8.5 percent, the cost of equity approximately 14 percent, and ready
access to debt making up 50 percent of renewable project financing. Currently, credit markets are
extremely tight and it is uncertain when conditions will improve. Navigant Consulting assumes
natural gas costs to be $5-$6/MMBHtu in the unfavorable scenario. Currently, natural gas is trading at
$3.95/MMBtu, and most forecasts project natural gas prices to increase over the long term.

In the unfavorable scenario, Navigant Consulting estimated that Florida’s solar rebate program
would expire in 2010, with a $5 million annual funding level. The Florida Energy and Climate
Commission was authorized to provide $25.4 million in rebates for solar energy equipment between
2006 and 2009. Currently the authorized budget has been depleted and many program participants are
still owed rebates amounting to $54 million. Additionally, as mentioned previously, the Draft RPS
Rule submitted by the Commission has not been ratified, so currently no REC market exists.
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Existing Renewable Resources

Currently, renewable energy facilities provide almost 1,220 MW of firm and non-firm
capacity. Consistent with the 2008 Navigant Report, the majority of existing renewable facilities
consist of biomass and municipal solid waste facilities. Table 2 below summarizes Florida’s
existing renewable resources.

Table 2. State of Florida: Existing Renewable Resources

Fuel Type C&‘;‘*vt,i)‘y
Solar 345
Wind 0.0
Biomass 408.0
Municipal Solid Waste 398.1
Waste Heat 2889
Landfill Gas 359
Hydro 54.5
Total 1,219.9

Firm Renewable Contracts

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 466 MW of firm renewable generation, the majority from municipal
solid waste facilities. Table 3 below lists firm contracts with the Ten-Year Site Plan utilities.
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Table 3. State of Florida: Contracts for Firm Renewable Energy

o s C ontracﬁeq Commercial
Purchasing Utility Facility Name Fuel Type Firm Capacity i Brevies Bite
MW)
Investor-Owned Utilities

FPL Broward-North MSW 56.0 1992
FPL Broward-South MSW 54.0 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 23.0 1991
PEF Pinellas County Resource Recovery MSW 54.8 1983
PEF Ridge Generating Station WDS 39.6 1994
TECO City Of Tampa Refuse-To-Energy MSW 19.0 1985
TECO Hillsborough County Refuse-To-Energy MSW 23.0 1987

Subtotal of IOUs ' 3752 | :

Municipal Utilities

GRU G2 Energy LFG 3.0 2008
JEA Trailridge LFG 9.6 2008

Subtotal of Municipals : 126

Cooperative Utilities

SEC Brevard Energy LFG 9.0 2008
SEC Seminole Landfill LFG 62 2007
SEC Timberline Energy LFG 1.6 2008
SEC Lee County Resource Recovery MSW 50.0 1999
SEC Telogia Power, LLC WDS 12.0 2004

Subtotal of Cooperatives 78.8

Total 466.6

Non-Firm Renewable Energy Generators

Renewable energy facilities also produce almost 670 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. The energy
produced by these facilities, however, 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.
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Table 4. State of Florida: Non-Firm Renewable Energy Generators

Purchasing Utility Facility Name Fuel Type Ca’::;gi&“w) R e
Investor-Owned Utilities
FPL US Sugar-Bryant OBS 20.0 1980
FPL Georgia Pacific WDS 520 1983
FPL New Hope / Okeelanta AB 140.0 1985
FPL Tomoka Farms LFG 38 1998
Gulf Stone Container WDS 347 1960
Gulf International Paper Company WDS 428 1983
Gulf Montenay Bay LLC MSW 12.5 1987
PEF Proctor & Gamble (Buckeye) WDS 380 1954
PEF Potash Of Saskatchewan WH 42.0 1986
TECO South Pierce WH 230 1969
TECO New Wales WH 65.0 1984
TECO CF Industries WH 349 1988
TECO City Of Tampa Sewage OBG 1.6 1989
TECO Greenbay WH 0.0 1990
TECO Ridgewood WH 77.0 1992
TECO Millpoint WH 47.0 1995
Subtotal of IOUs 634.3
Municipal Utilities
FMPA US Sugar Corporation OBS 265 1984
GRU Solar FIT Program SUN 8.0 2009
ouC Orange County Convention SUN 1.0 2009
Subtotal of Municipals 355
Total 669.8

Existing Utility-Owned Renewable Resources

The utilities also own some renewable facilities, which represent a range of technologies.
Table 5 below lists some of the larger utility-owned resources, which consist mostly of non-firm
or intermittent resources. Because the energy is non-firm, these facilities serve more to reduce
fuel consumption than to eliminate system capacity. Several utilities also own smaller systems,
including over 500 kW of distributed solar PV systems. A more indirect renewable system is the
landfill gas purification system, which cleans the renewable gas such that it can be used in
existing natural gas-fired turbines, thereby displacing fossil fuels.
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Table 5. State of Florida: Existing Utility Owned Renewable Generation

Purchasing Utility Facility Name Fuel Type | Capacity (MW) m‘fge"x::;‘:'te
Investor-Owned Ultilities
FPL DeSoto SUN 250 2009
Various Distributed Solar Installations (Aggregate) SUN 0.1 Varies
Subtotal of IOUs 25.1 ‘
Municipal Utilities
JEA North Landfill LFG 1.5 1997
JEA Girvin Landfill LFG 12 1999
JEA Buckman OBG 0.8 2003
TAL Com Hydro WAT 11.0 1985
Various Distributed Solar Installations (Aggregate) SUN 04 Varies
Subtotal of Municipals 149
Other Utilities
UCEM Jim Woodruff WAT 43.5 1957
Subtotal of Others : ¢ 435
Total 83.5

Self-Service Renewable Generation

In addition to those facilities which provide renewable energy to the grid through
contracts or as-available energy tariffs, several self-service renewable facilities also produce
energy. Facilities such as these do not deliver energy to the grid, but rather meet or reduce their
own energy requirements through the use of renewable energy. These facilities cannot be
counted on for reliability purposes, similar to non-firm renewables, but they do still play a role in
reducing Florida’s dependence upon fossil fuel-fired generation.

Net Metering

Net metering is an arrangement between a utility and a customer with renewable
generation capability whereby the customer’s energy usage is offset by the amount of energy
generated. If the customer’s energy usage is less than that produced by the renewable generator,
then the utility will credit the customer’s account for that energy. Conversely, the customer will
be billed for any energy consumed that exceeds the energy generated. Typically, two meters are
used to keep account of the amount of energy consumed and the amount of energy generated.

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 IOUs 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.
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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
[IOUs report that 1,044 customers owned solar photovoltaic systems in 2009, up from 383 in
2008. For all electric utilities, about 13,236 kilowatts (13.2 MW) of solar photovoltaic capacity
from 1,590 systems have been installed statewide. Florida’s utilities reported the following
information on customer-owned renewable generation for 2009, listed on Table 6 below.

Table 6. State of Florida: Customer-Owned Renewable Generation

Utility Type Connections Non-Firm Capacity (MW)
Investor-Owned 1,044 7.903
Municipal 303 3.378
ggga;eﬂ‘ffvt:: 243 1.955
Total 1,590 13.236

Proposed Renewable Generation

Florida’s utilities plan to construct or purchase an additional 734 MW of renewable generation
over the ten-year planning period. The majority of the additions are currently proposed to come from
biomass, with significant amounts from solar and municipal solid waste as well. Table 7 below
summarizes the planned renewable resources through the planning horizon.

Table 7. State of Florida: Planned Renewable Resource Net Additions

Fuel Type C;‘%"'
Solar 296.2
Wind 138
Biomass 372.0
Municipal Solid Waste 20.0
Waste Heat 0.0
Landfill Gas 323
Hydro 0.0
Total 7343

On the following pages, Table 8, Table 9, and Table 10 provide detailed lists of the renewable
resources planned for construction over the ten-year period in Florida. Table 8 below shows that of
the renewable firm capacity in Florida planned over the ten-year horizon, the majority is MSW that
will be purchased by IOUs.
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Table 8. State of Florida: List of Planned Renewable Firm Capacity
Purchasing Utility Facility Name Fuel Type Fis:::n(t:r:gec‘ilty o
MW)
Investor-Owned Utilities
Palm Beach County Resource Recovery
FPL Uprate MSW 5.0 2012
PEF BG&E #2 WDS 75.0 2011
PEF Hathaway Units 1-3 OBS 48.0 2013
PEF BG&E #1 WDS 45.0 2013
PEF FB Energy AB 60.0 2014
Subtotal of IOUs 2330
Municipal Utilities
GRU G2 Energy LFG 0.8 2010
GRU Gainesville Renewable Energy Center WDS 100.0 2013
JEA Trailridge LFG 6.0 2011
Subtotal of Municipals 1068
Cooperative Utilities
SEC Hillsborough Waste to Energy Uprate MSW 15.0 2010
SEC Bee Ridge LFG 32 2010
SEC Timber Energy WDS 13.0 2010
SEC Hendry County AB 25.0 2012
Sub-Total of Cooperatives 562
Total 396.0
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Similar to planned firm capacity purchases, Table 9 below shows that most of the non-firm
capacity planned in Florida will be purchased by IOUs. However, unlike firm capacity, it will be
almost exclusively solar powered.

Table 9. State of Florida: List of Planned Renewable Non-Firm Capacity

Non-Firm Commercial

Purchasing Utility Facility Name Fuel Type Capacity (MW) T SeicaDate

Investor-Owned Ultilities

FPL WM Renewable Energy LFG 8.0 2010
PEF Eliho OBS 6.0 2010
PEF Blue Chip Energy SUN 10.0 2010
PEF National Solar #1-6 SUN 127.0 Varies

Subtotal of IOUs : 151.0

Municipal Utilities

GRU Solar FIT Program SUN 20.0 Varies
JEA Jacksonville Solar SUN 15.0 2010
LAK SunEdison PV Projects SUN 24.0 Varies
oucC Solar Farm SUN 94 2011
oucC Solar Aggregation Project SUN 0.8 2011
oucC Harmony SUN 5.0 2013

Subtotal of Municipals < 74.2

Total 2252

Table 10 below shows that ninety percent of the utility-owned renewable projects planned in
Florida in the next ten years will be owned by IOUs. The remaining ten percent is planned by
municipal utilities.

Table 10. List of Planned Utility-Owned Renewable Additions

Purchasing Utility Facility Name Fuel Type Capacity (MW) Inc_g:::;::cli)?: i
Investor-Owned Ultilities

FPL Space Coast Next Generation Solar Energy Center SUN 10.0 2010

FPL Martin Next Generation Solar Energy Center SUN 75.0 2010

FPL St Lucie Wind WND 13.8 TBD

Gulf Perdido LFG 3.0 2010
Subtotal of IOUs Ly 1018 &

Municipal Utilities

ouC STC LFG LFG 2.0 2011

oucC Holopaw LFG LFG 2013
Total
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Pursuant to current state and federal law, payments for capacity and energy purchased by
utilities to generation facilities using renewable energy sources are capped at the utility’s avoided cost
for capacity and energy. In spite of the downturn in load growth resulting in reduced need for new
generation, renewable generation has increased. Compared to figures in the 2009 Ten-Year Site Plan
Review, existing renewable generation facilities have grown by approximately 4.2 percent (49 MW).
However, in September 2010, Progress Energy Florida announced the termination of two large
renewable purchased power contracts, which had represented almost twenty percent of the state’s
planned new renewable generation. A 40 MW biomass project and a 60 MW refuse-to-energy project
were both cancelled due to a lack of funding. As a result, when compared to the 2009 Ten-Year Site
Plan Review, the amount of new renewable generation planned for the ten-year horizon has decreased
by approximately 1.75 percent (13.1 MW).

Updated Navigant Consulting Report

The Commission contracted with Navigant Consulting in early 2010 to update their 2008
analysis with current conditions. In June 2010, Navigant Consulting released new comparisons
of cost estimates for different renewable generating facilities. Navigant Consulting also
provided additional detail pertaining to Florida’s renewable resource which they identified as
having the most technical potential for growth, solar photovoltaic facilities. Findings from the
report are summarized below.

In the 2010 Navigant Consulting Report Update, the most meaningful findings include
changes in prices of renewable technologies. PV module prices have fallen and commodity costs
for PV units have decreased during the recession, but both are returning to near their pre-
recession levels. Wind power prices have also decreased due to the recession, while utility
turbine prices have risen as worldwide demand catches up with supply. According to the 2010
Navigant Consulting Report Update, no large performance breakthroughs occurred for any
technology. Because Navigant Consulting found solar resource to hold the most potential in
Florida, the remainder of the 2010 Navigant Consulting Report Update focuses on solar power.

The 2010 Navigant Consulting Report Update estimates that solar power systems have
increased in efficiency while overall prices have decreased up to 40 percent from 2008. In spite
of these changes, solar power systems continue to have some of the highest capital costs per kW
of any renewable generating system. Varying the methods of using solar energy involving solar
tracking technology and alternating solar film receptors produce a slight range of energy output
and net capacity factors. In addition, the ability of solar PV systems to provide energy are
limited to daytime hours. Supplemental battery storage units may alleviate this issue, but the
costs of batteries are not included in Navigant Consulting’s estimates and would therefore
increase the capital and operating and maintenance (O&M) costs shown below in Table 11.
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Table 11. Solar Technology Comparison

summer.

Model

; High Efficiency High Efficiency . el
Catesory o with Tracking without Tracking e il

Summer Peak Output MWy 6.85 6.76 6.82
Winter Peak Output * MW ¢ 7.89 7.89 7.66
Net Capacity Factor ™ P i & G
©(DC to AC) %o 18.4-18.8% 14.6-14.8% 15.8-16.1%
Net Capacity Factor © o R
(AC to AC) % 23.0-23.5% 18.3-18.5% 19.8-20.1%

Projected Year 2010 2015 2020 2010 2015 2020 2010 2015 2020
Installed Cost ” $/kWpc $5.800 $5,000 $4.200 $5,100 $4.500 $3,900 $4.600 $4.000 $3.,250
Fixed O&M " $/kWpc-yr $35 $30 $26 $28 $24 $21 $40 $34 $30
Chart Notes

(A) Winter output is higher because the inverse relationship between temperature and output balances out the fact that the sun is directly overhead in the

(B) The range accounts for slight weather variations between north and south Florida. The values reported here are first year capacity projections.
System output will degrade at between 0.3% and 0.7%/Year
(C)  Peak output and capacity factors calculated simulating systems in Florida using the National Renewable Energy Laboratory’s Solar Advisory

(D) This cost includes permitting and interest during construction, but does not include interconnection, transmission, or substation upgrade costs.
(E) _This estimate does not include property taxes.

Even with these advancements, capacity factors of solar panels are projected to remain
below 25 percent. Such results indicate that solar PV facilities operate more like a conventional
peaking unit and will not replace the need for base-load generating facilities. However, Navigant
Consulting also reported that operating characteristics for these systems do not correlate with
daily peak load hours. Figure 10 below shows the varying hourly capacity potential against the
average daily demand in Florida. Navigant Consulting estimates that the peak output from solar
PV facilities reaches a maximum of approximately 50 percent of the rated capacity and occurs
after the system’s winter peak hour and before the system’s summer peak hour. As a result, a
solar PV facility’s ability to provide reliability benefits appears limited.
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Figure 10. Solar PV Output and Utility Seasonal Load Profiles

PV and Utility Load Profiles — Average Winter Day
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Florida’s Large Solar Projects

The development of new renewable energy facilities in the state, such as solar, continues to
depend largely on continued government subsidies and rebates. To demonstrate the feasibility and
viability of clean energy systems, the Florida Legislature passed amendments to Section 366.92, F.S.,
during the 2008 legislative session. One amendment allows full cost recovery under the
environmental cost recovery clause for certain renewable energy projects up to a total of 110 MW.

On July 15, 2008, the Commission approved FPL’s petition for the approval of eligibility
of cost recovery of three solar energy projects totaling 110 MW, pursuant to Section 366.92(4),
F.S. FPL’s DeSoto Solar and Space Coast Solar generate 25 MW and 10 MW, respectively.
DeSoto Solar uses tracking array solar photovoltaic (PV) panels, while Space Coast Solar uses
fixed array solar PV panels. FPL’s largest 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 involves the installation of solar thermal technology integrated into the existing
steam cycle for Martin 8, a natural gas-fired combined cycle generating unit. The supplemental
steam to be supplied by Martin Solar will be generated from concentrating solar radiation
through parabolic trough solar collectors. By using this technology, Martin Solar is designed to
serve as a fuel substitution resource and will not provide additional capacity.

At the time of the filing, FPL estimated that the three solar facilities would cost an
additional $573 million above traditional generation costs over the life of the facilities. FPL
currently estimates that the three solar facilities will cost an additional $535 million above
avoided cost over the life of the facilities, a slight reduction from what was originally estimated.
The result is a monthly increase to a typical residential bill of approximately $1.01 by 2011, the
first full year of operation for the three facilities. The solar facilities are expected to reduce the
consumption of oil by 991,000 barrels, natural gas by 44,487,000 MMBtu, and CO; production
by over 3 million tons over the next 30 years. While the economic impact of reducing oil and
natural gas consumption is accounted for in FPL’s estimates, the strategic benefits of reducing
the use of a finite fossil fuel source are not captured. In addition, if/when Congress passes
legislation that regulates the cost of greenhouse gas emissions, then the cost of traditional
generation technology will increase, adding to the net value of non-emitting facilities such as
solar PV facilities.
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5. TRADITIONAL ENERGY GENERATION

Load forecasts continue to indicate that the state’s electrical energy needs will exceed even the
increased DSM and energy efficiency programs described earlier. While reduced demand has led to
the recent delay of several projects, additional traditional generation will be necessary to satisfy
reliability requirements and provide sufficient energy to Florida’s consumers. Florida’s electric
utilities must carefully weigh several factors in selecting a supply-side resource for future traditional
generation projects. Any capacity addition has certain economic impacts based on the capital required
for the project. Typically, more fuel-efficient units have higher capital costs, and the trade-offs
between these two characteristics must be carefully considered. The type of fuel used is also
important, as a heavy reliance upon any single fuel for a utility’s generation fleet exposes the utility’s
ratepayers to increased risk of fuel price volatility and availability.

Florida’s utilities must also contend with increasing environmental concerns, especially those
relating to carbon dioxide emissions. Discussions regarding emissions requirements for greenhouse
gases are underway at a national level. Potential incremental environmental requirements and costs
must be considered to fully evaluate any new supply-side resources.

Capacity Types

Traditional generating plants are generally classified as one of three capacity types: base load,
peaking, or intermediate. A utility’s goal for a base load unit is continuous operation, with the
exception of planned outages for maintenance requirements. Base load units are characterized by high
capital costs, low fuel costs, and long permitting and construction lead times. Peaking units, on the
other hand, are operated least frequently at times of highest demand only. These units have lower
capital costs, highest fuel costs, and the shortest lead times. Intermediate units supply the middle
ground, providing power to follow load for longer durations than peaking units, but not the continuous
output of a base load power plant. Correspondingly, the capital costs, fuel costs, and lead times of
intermediate units are between those of base load and peaking units.

Once the timing of capacity additions is determined to meet reliability criteria, the technology
and fuel type can be determined. The selection of a particular unit can be influenced by various
factors, including fuel prices, availability, reliability, and transmission limitations. A utility’s daily
operations are guided by the principle of economic dispatch, wherein variations in the price of fuel
and other market concerns are evaluated to determine the least expensive means of producing electric
power. As a result of market fluctuations, the relative usage of each unit varies based on operating
fuel costs, and any particular unit may fall into more than one category.

Combustion turbines are the typical peaking unit selected for new generation by Florida’s
utilities. They are commonly fueled by natural gas, though some have dual-fuel capability with light
oil as an alternative. Small utilities also utilize internal combustion engines as peaking units. Steam
generators form the backbone of existing base load generation in Florida, with either coal-fired boilers
or nuclear steam. Except for new nuclear generation, most new base load generation in Florida is
planned to be natural gas-fired combined cycle units, which can also be dispatched as intermediate
units.
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Fuel Diversity

Prior to the dramatic increase in oil prices in the late 1970s, Florida’s utilities used oil as the
primary fuel source for generating electricity. In accordance with energy policy established by the
Legislature and implemented by the Commission, 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 led 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
fuel costs of the participating utilities.

In 1987, the U.S. Congress repealed the Power Plant and Industrial Fuel Use Act, which
restricted the use of natural gas as a boiler fuel and contributed to a significant oversupply of natural
gas. Shortly after the repeal, a new era of highly efficient, flexible, environmentally preferred
combustion turbine (CT) and combined cycle (CC) units entered the market in response to falling
natural gas prices. 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.

Natural gas has become the chief fuel used by Florida’s electric utilities, with an increase from
nearly 17.4 percent of the state’s electricity requirements in 1999 to 48.5 percent in 2009. This trend
is expected to continue, with projections indicating that natural gas-fired generation will supply 51.4
percent of the state’s electrical requirements by 2019. Figure 11 on the next page illustrates Florida’s
energy generation by fuel type, clearly showing the increasing dependency on a single fuel source.
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Figure 11. State of Florida: Energy Generation by Fuel Type (Percent of Total)
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Impact on Customer Bills

Between 1980 and 2000, moderate fuel prices, as well as a balanced planning approach used
by Florida’s utilities, resulted in relatively stable nominal average electricity prices for Florida’s
ratepayers with real prices actually declining. In 2001, natural gas prices began to increase
nationwide, and as a result, electricity prices have increased as well. This trend has continued
throughout the decade although real prices have remained relatively stable and show only a slight rate
of increase. Figure 12 below illustrates this trend for the four largest [OUs.
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Figure 12. 10Us: Average Residential Electric Bill (2000 through 2009)
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Electricity prices have been increasing consistently since 2003, when natural gas prices began
to increase nationwide. Natural gas tends to feature a high degree of price volatility, ranging from
short-term spikes due to natural gas supply disruptions (such as in 2005 caused by hurricanes and
tropical storms in the Gulf of Mexico), to the more dramatic price spike in 2008. Natural gas prices
returned to significantly lower levels and remained there during 2009. Volatile natural gas prices have
had a dramatic effect on customer bills in Florida and have resulted in several mid-term adjustments
of the Fuel Clause. Of customer’s retail bills, approximately half is comprised of fuel or purchased
power costs, for which the IOUs are not allowed to earn a profit. 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 fluctuations.

Over the last 20 years, Florida’s utilities have increasingly relied upon natural gas to satisfy
the state’s growing energy demand. Any overdependence upon a single fuel, however, leads to
significant risks relating to supply disruptions or price fluctuations, which can result in customer rate
increases. Having multiple generating units with different fuel types increases the overall capital cost
of a system, but also gives operational advantages. Maintaining a fleet capable of using a variety of
fuels allows Florida’s electric utilities to better adapt to changes in the economic and regulatory
landscape by utilizing the least expensive fuel and meeting emissions standards at a minimum
incremental cost to customers.

Utility Generation Efficiency and Modernization

Maintaining an efficient generation fleet plays an important role in meeting the many
environmental, economic, and reliability issues that Florida’s electric utilities must address. Increased
efficiency results in reduced fuel consumption, which lowers fuel costs, fuel transport requirements,
and environmental emissions. Overall, Florida’s investor-owned utilities have steadily increased the
efficiencies of their generating fleets, as shown in the system average heat rates illustrated in Figure 13
below. A lower heat rate value indicates a more fuel efficient system. Improved efficiency can be
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accomplished by the construction of new efficient generating units, the retirement of older and less
efficient generating units, or the modernization of existing generating units.

Figure 13. 10Us: System Average Heat Rates
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The modernization of existing generating units allows for significant improvements in both
performance and emissions, typically at a price lower than new construction. Modernization typically
involves the conversion of generating units from less efficient fossil steam generation to combined
cycle generation. This conversion increases capacity while improving the thermal efficiency of the
existing unit, resulting in decreased fuel use and lower emissions. Steam generation can also be
improved by installing more advanced equipment, such as the nuclear uprates discussed below.

Since the existing unit must be removed from service for a period of time, a utility’s reliability
is affected during the conversion process. As a result, scheduling modernizations during periods of
temporary excess capacity is more desirable. With the forecasted decline in load, several of Florida’s
utilities may have sufficient reserve margins to allow some of their smaller units to be converted, and
the upcoming ten-year planning horizon appears to be an ideal window for completing these types of
projects. Not all sites are candidates for modernization due to site layout and other concerns, and to
minimize rate impacts, modernization of existing units should be investigated before considering new
construction.  Utilities should continue to explore potential conversion projects and report the
feasibility and economic viability of each conversion in next year’s Ten-Year Site Plans and before
any need determination filing.

In response to a staff data request, the Ten-Year Site Plan utilities identified the following
facilities that are potentially capable of conversion. Table 12 below summarizes their responses.
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Table 12. 10Us: Fossil Steam Facilities to Consider for Conversion

Combined :
Fuel & < In-Service 5
Company Plant Name Unit Type Summer Capacity Year(s) Unit Notes
MW)
FPL Riviera Units 3 & 4 Oil Steam 565 1962 - 1963 g =
Modernization
: s Approved for
FPL Cape Canaveral Units 1 & 2 Oil Steam 792 1965 - 1969 Robcdorrizitin
FPL Cutler Units 5 & 6 Natural Gas Steam 205 19541955 | essive Ressve Q010)
Not to Return
FPL Manatee Units 1 & 2 Oil Steam 1,624 1976 - 1977 -
FPL Martin Units 1 & 2 Oil Steam 1,652 1980 - 1981 -
FPL Sanford Unit 3 Oil Steam 138 1959 Imcliv Resarve(ZDL0)
Not to Return
FPL Turkey Point Unit 1 Oil Steam 396 1967 -
N . . . Inactive Reserve (2010)
FPL Turkey Point Unit 2 Oil Steam 392 1968 Returns 2018
. Inactive Reserve (2010-11)
FPL Port Everglades ST1-4 Oil Steam 1,205 1960 - 1965 Unit 3 Returns 2019
PEF Crystal River 1 & 2 Coal Steam 869 1966 - 1969 -
PEF Suwannee Steam Plants Oil Steam 131 1953 - 1956 -
PEF Anclote Steam Plants Oil Steam 1,011 1974 - 1978 -
Gulf Plant Scholz Coal Units Coal Steam 92 1953 -
Gulf Plant Smith Coal Unit Coal Steam 357 1965 - 1967 -
Total Capacity 9,429

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 2009 Ten-Year Site Plan, FPL revealed plans to remove from service several of its
natural gas-fired and oil-fired steam units and place them into “Inactive Reserve” status. These units,
named in Table 12, are all considered candidates for modernization. FPL has determined that by
temporarily removing these units, which have high operating costs, the utility can more affordably
serve its customers. Changes in customer demand, recent construction of more efficient generating
units, and other capacity additions have created excess capacity in FPL’s system; therefore, these units
are not required to serve customer demand and will not adversely affect FPL’s reliability due to their
unavailability. These units will continue to be maintained and can be returned to service as needed,
dependent upon load forecasts.

Reserve Margin Requirements

Florida’s utilities adjust their system output constantly to meet the electric demand of
customers from moment to moment. In addition, the utilities must be prepared to meet unexpected

Review of 2010 Ten-Year Site Plans 40




spikes in demand due to unforeseen circumstances. Although peak demand is carefully monitored,
each utility must maintain a certain amount of “reserve’ capacity in the event that demand rises above
forecasted levels. This “extra” generating capacity is expressed as a percentage of firm demand and is
referred to as the “reserve margin.” Although the FRCC requires a minimum reserve margin of 15
percent, many Florida utilities including FPL, PEF, and TECO maintain a reserve of 20 percent above
peak demand. Reserve margins approach the minimum FRCC criteria primarily in the summer
season. The lower summer reserve margin is partially due to load forecasting, but the fact that
generating units can operate at a higher capacity in the winter than the summer due to ambient
temperatures is also a contributing factor.

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 limiting the percentage of the reserve margin that
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 generation.
As shown in Figure 14 below, the projected reserve margins with DSM are at or above 20 percent for
the ten-year period.

Figure 14. FRCC: Summer Peninsular Reserve Margin Projections
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Proposed Generating Units by Fuel Type

The Florida Public Service Commission is given exclusive jurisdiction by the Legislature,
through the Power Plant Siting Act, to be the forum for determining the need for electric power plants.
Any proposed steam or solar generating unit of at least 75 MW requires certification under the Power
Plant Siting Act. The Commission has granted determinations of need for several generating units of
various technology types in recent years.

Approximately 7,200 MW of new generating units are planned to enter service over the next
10-year period, consisting primarily of natural gas-fired combustion turbines and combined cycle
units. A majority of this capacity has already received a determination of need from the Commission
or is exempted from the statutory requirements of the PPSA. Only one unit, a 970 MW natural gas-
fired combined cycle, still requires certification, and a petition requesting this determination of need is
expected by approximately 2014.

Coal

Due to a combination of high capital costs and uncertainties regarding fuel costs and potential
environmental costs, no plans currently exist to construct coal-fired capacity in Florida. An element of
the economic uncertainty relating to coal units is the possibility of a cost for carbon dioxide emissions.
While no such state or federal regulation has yet been enacted, a significant concern relating to
environmental costs of new generation does exist.

Previously, Seminole Electric Cooperative had received final certification of Seminole Unit
3,a750 MW coal-fired power plant, but elected to discontinue the project in January 2010. While no
major retirements of coal-fired generation are planned during the 2010-2019 period, coal remains a
significant portion of Florida’s capacity resources. Excluding coal, the only traditional generating
fuels remaining available for use are nuclear and natural gas.

Nuclear

Nuclear generation is a technology that produces no greenhouse gas emissions. 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 2006. This statute directed the Commission to
establish new rules to provide 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., adopted April
8, 2007, implements the legislative standard 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
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disruptions as fossil fuel generation because nuclear fuel is replenished 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 generating units in their 2010 Ten-Year Site Plans. Combined, the nuclear uprates
will add approximately 565 MW of additional nuclear capacity.

In 2008, the Commission also granted both PEF and FPL determinations of need for new
nuclear generation. PEF’s Levy Units 1 and 2 are planned for construction on a greenfield site near its
existing Crystal River power plant, and FPL’s Turkey Point Units 6 and 7 are planned for an existing
nuclear site. All four new units are anticipated to be the new AP 1000 nuclear design with a projected
rating of approximately 1,100 MW. The Governor and Cabinet have certified PEF’s Levy Units 1
and 2, but have not yet certified FPL’s Turkey Point Units 6 and 7. Both PEF and FPL have
experienced delays in their construction timelines from those presented at the time of need
determination.

PEF included Levy Unit 1 in its current Ten-Year Site Plan filing, with plans to begin
commercial service in June 2019. However, in its 2010 nuclear cost recovery clause filings, PEF
revised the in-service dates to 2021 and 2022 for the two Levy Nuclear units. The delay is a result of
multiple factors, including the failure to receive a Limited Work Authorization from the Nuclear
Regulatory Commission and an ongoing review on the AP1000 design.

Similarly, FPL’s nuclear units have experienced delays which have pushed the units out of the
scope of this Ten-Year Site Plan. In its 2010 nuclear cost recovery clause filings, FPL states that for
planning purposes, the in-service dates are approximately 2022 for Unit 6 and 2023 for Unit 7. Asa
result of these delays, no new nuclear generating units are expected to be built within the 2010 through
2019 period, and the only addition of nuclear capacity will come from the unit uprates previously
discussed. A summary of the new nuclear capacity additions is found in Table 13, below.

Table 13. State of Florida: Nuclear Capacity Additions

Dates
Summer
Utility Generating Unit Name Capacity Need Approved PPSA In:Service
(MW) (Commission) Certified Date
PEF Crystal River 3 4&156 2/2007 8/2008 2010 & 2011
FPL St Lucie | 103 1/2008 9/2008 2011
FPL, Turkey Point 3 104 1/2008 10/2008 2012
FPL St. Lucie 2 94.3 1/2008 9/2008 2012
FPL Turkey Point 4 104 1/2008 10/2008 2012
PEF Levy | 1,092 5/2008 8/2009 2021
PEF Levy2 1,092 5/2008 8/2009 2022
FPL Turkey Point 6 1,100 3/2008 - 2022
FPL Turkey Point 7 1,100 3/2008 - 2023
Total Capacity 4,949
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Nuclear power plant construction is capital-intensive and has a long lead time. The
Commission, however, reviews the continued feasibility of both Levy Units 1 and 2 and Turkey Point
6 and 7 during its annual nuclear 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.

Natural Gas

Natural gas accounts for the majority of capacity being added to Florida’s generation base,
followed by nuclear and renewable resources. The 2010 Ten-Year Site Plans include the addition of
approximately 6,640 MW of natural gas-fired generation. This figure is a significant decline from the
2009 Ten-Year Site Plan, which estimated approximately 11,000 MW of natural gas-fired generation.
This reduction in additional capacity can be attributed to the lower load forecasts and increased DSM
goals.

A total of 800 MW of natural gas-fired combustion turbine capacity is expected to enter

service by 2019. Because these units are not steam-fired capacity, they do not require siting under the
PPSA. A list of all combustion turbine units entering service is included in Table 14.

Table 14. State of Florida: Natural Gas - Combustion Turbine Additions

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

JEA Greenland Energy Center CT1 & 2 284 2011
TECO Future CT1 - CT4 224 2013
TECO Future CTS 56 2014
TECO Future CT6 56 2016
SEC Unnamed CT1 - CT4 632 2017-2019
PEF Unknown CT 1 178 2018
Total Capacity 1,430

The remainder of the natural gas-fired additions come from combined cycle units, which have
greater than 75 MW of steam capacity and therefore fall under the PPSA. A majority of the capacity
to be added during the current 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 970 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 15 below includes all
combined cycle units planned to enter service by 2019.
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Table 15. State of Florida: Natural Gas - Combined Cycle Additions

Dates
Summer
Utility Generating Unit Name Capacity Need Approved PPSA In-Service
(MW) (Commission) Certified Date

oucC Stanton B 298 6/2006 12 /2006 2/2010
FMPA Cane Island 4 300 8/2008 12/2008 5/2011
EPL West County 3 1,220 9/2008 11/2008 6/2011
FPL Cape Canaveral Clean Energy Center 1,210 9/2008 10/2009 6/2013
FPL Riviera Beach Clean Energy Center 1212 9/2008 11/2009 6/2014
TECO Polk CC Conversion 970 - - 5/2018
Total Capacity 5210

Resource Additions

Table 16 below reflects the aggregate net capacity additions contained in the reporting
utilities” 2010 Ten-Year Site Plans. At the time of filing, the state’s electric utilities planned to add a
net summer capacity of 3,203 MW over the next 10 years. This figure is a net value because
generation additions and uprates are offset by unit retirements and deratings, in addition to changes in
the contractual status of purchases. For example, the unit type of natural gas-fired combustion
turbines has a new capacity of 1,430 MW from unit additions, but it only has a net capacity of 623
MW over the planning period due to a combination of unit uprates, derates, retirements, and
conversion to combined cycle systems. Negative values in the table reflect the retirement or down
rating of fossil steam units or the expiration of firm capacity contracts in excess of any possible unit
additions, uprates, or purchases. 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 represent a decrease of approximately 7,022 MW in net summer capacity from the
2009 Ten-Year Site Plans. As in past years, the majority of new capacity planned in the 2010-2019
period is expected to come from natural gas-fired units with nuclear generation representing the next
largest fuel source.
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Table 16. State of Florida: Proposed Capacity Changes As Reported

Net Summer Capacity Changes (MW)
Unit Type 2009 Ten-Year Site Plan 2010 Ten-Year Site Plan
(2009-2018) (2010-2019)

Natural Gas (NG)

Combined Cycle 8,861 5,232

Combustion Turbine 2,130 623

Steam =277 -276
Coal

Steam 489 -45

Integrated Coal Gasification 0 -15
Oil

Combustion Turbine & Diesel -141 -68

Steam -2.497 -2.444
Nuclear (NUC)

Steam 3.838 1,658*
Firm Purchases

Independent Power Producer (IPP) -1,993 -482

Interchange -954 -746

Non-Utility Generator (NUG) 384 -234

Renewables 385 734
Net Capacity Additions 10,225 3,937

* Includes Levy 1 which has been delayed beyond 2019 after the Ten-Year Site Plan filing

Figure 15 below illustrates the present and future aggregate capacity mix. The capacity values
in Figure 15 incorporate all proposed additions, changes, and retirements from Table 16.
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Figure 15. State of Florida: Electric Utility Summer Capacity (MW) Mix As Reported
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Outlook

Florida’s utilities are projecting fewer capacity additions in the 2010 through 2019 period
compared to that of the 2009 Ten-Year Site Plan. While load forecasts are declining, new generation
capacity will be required to continue to reliably meet Florida’s energy requirements. A majority of
this generation has already received regulatory approval, with only a single generating unit in the
planning horizon that has not yet received a determination of need.

While generation planning requires considerable lead time, plans are subject to change due to
factors including changes in 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 or nuclear power plants, but nuclear generation has been delayed to the extent that no new
generating units are expected to enter service for over a decade. Natural gas already provides
approximately half of Florida’s energy generation and is projected to provide the majority of new
generation over the next ten years. Such growth in natural gas generation may impact the volatility of
electricity prices to Florida’s ratepayers.
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6. FUEL PRICE, SUPPLY, AND TRANSPORTATION

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

Section 377.703(2)(e), F.S., requires the Commission to analyze and produce natural gas and
electricity forecasts in coordination with the Florida Energy and Climate Commission. Figure 16
below illustrates the weighted average forecasted fuel price for the ten reporting utilities. The
forecasted price for each fuel type is weighted by fuel consumption, 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 16. Reporting Ultilities: 2010 Weighted Average Fuel Price Forecast
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Natural Gas Price Forecasts and Supply

The reporting utilities provided forecasts of natural gas prices in nominal dollars on a
delivered basis. Natural gas prices are driven by factors including weather, inventories,
macroeconomic conditions, and refined petroleum products prices. Different assumptions for these
factors contained in utilities’ forecasting models result in varied forecasts of natural gas prices. For
example, the forecasted 2019 prices range from $8.08 to $12.87 per million Btu (MMBtu), with the
weighted average at $10.75 per MMBtu.

Based on a comparison of the average prices for equivalent energy shown in Figure 16, the
utilities continue to expect a significant cost differential between natural gas and refined petroleum
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products (distillate oil and residual oil, which are considered to be close substitutes). For example, the
average forecasted 2019 price of natural gas, expected to be $10.46 per MMBtu lower than that of
distillate oil, has been an important factor in electric power generation and industrial use.

Differences in supply and demand conditions between natural gas and fuel oil contribute to the
cost differential, on a dollar per MMBtu basis, for the two fuels. Natural gas has rather limited
applicability and requires pipelines for transportation from wellheads to users. Historical prices show
volatility due to short-term supply issues, such as hurricanes and tropical storms in the Gulf of
Mexico. Long-term investment in relatively new natural gas uses, such as electric generation, may
have been limited by this price volatility and concerns over declines in production from the mature
conventional natural gas regions of the Gulf Coast onshore, Gulf Coast offshore, and Permian Basin.

Evidence of abundant domestic supply is growing due to rec<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>