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400213 

400214 

400215 

LINE 

16-19 

11-14 (below 
table) 
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lines 6-19 
(below Table) 

1-3 

JUSTIFICATION 

Information at lines 16 through 19 projects the cost 
to FPC and its parent company of any downgrades 
in various bond and commercial paper ratings over 
the next 5 years. Disclosure of these non-public 
fmancial forecasts would provide lenders 
information they would not otherwise have in 
determining their charges to Fpc. As a result, 
disclosure would subject FPC to an increase in the 
charges and fees to FPC for bonds and commercial 
Paper. 
The information at lines 11 through 14 projects 
FPC's total debt to capital ratio and pre-tax interest 
coverage. Again, disclosure of this information 
would weaken FPC's bargaining position in the 
fmancial markets and subject FPC to higher costs 
and fees for fmancing transactions than would 
otherwise have been incurred absent disclosure of 
this information. 

Table 2 and lines 6 through 19 are a continuation of 
the discussion at Bates Number 400213 and should 
be considered confidential for the reasons given 
above. 

The information at lines 1 through 3 also is a 
continuation of the discussion of confidential 
information appearing at Bates Numbers 400213 and 
400214. Accordingly, it should be considered 
confidential for the reasons given above. 
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400224 

400231 

400239 

26-38 

3-10 

9-12 

The information at lines 26 through 38 identifies 
Fpc’s strategies with respect to purchases of 
cogenerated power, specitkally buy-outs or buy- 
downs. Disclosure of FPC’s negotiation strategy in 
advance would weaken FPC’s bargaining position 
and would reduce Fpc’s ability to negotiate terms 
favorable to FPC and its ratepayers. 

The information at lines 3 through 10 discusses 
equity financing strategies and forecasts the impact 
of those strategies. Disclosure of the fmancial 
strategies would undermine FPC’s ability to 
implement them at a more favorable cost than 
would be obtained had the information not been 
disclosed. Disclosure of the volume of FPC’s 
projected equity needs would likely result in a 
decrease in the price of the stock to the harm of 
FPC’s business interests. 

The information at lines 9 through 12 reflects FPC’s 
strategies to maintain low coal prices. Disclosure 
of this information would adversely impact FPC’s 
ability to implement its strategies by revealing them 
in advance thus reducing FPC’s ability to accurately 
identify disparities in such costs and seek a 
reduction where necessary. 
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COGENERATION REVIEW 

Florida Power Corporation (FPC) has contracted for nearly 1,100 MW of firm capacity from 
qualifymg facilities (QFs) since the passage of the Public Utilities Regulatory Policy Act 
(PURPA) in 1978. PURPA and the FPSC rules which implemented PURPA, obligated 
electric utilities to purchase capacity from QFs if the capacity is needed and the QF 
payments are below the utility’s avoided cost. Therefore, FPC signed the QF contracts 
based upon the avoided costs at the time. The overwhelming majority of the QF contracts 
are based upon pulverized coal plants while the majority of QFs are actually natural gas 
combined cycle plants. The price of natural gas has been lower than projected by FPC and 
the availability of gas transportation has increased since the QF contracts were signed. In 
addition, the capital and construction costs have significantly decreased. Therefore, at the 
present time, the QF contracts are not cost effective when compared to FPC built natural 
gas fired combined cycle units. Based upon current natural gas forecasts, the QFs in 
aggregate would require a reduction of 4% (high gas forecast) to 24% (expected gas 
forecast), to equal current avoided costs. The tab1e.below shows the comparison of the cost 
per MWH of QF capacity and energy versus the cost per MWH of a FPC natural gas 
combined cycle plant. The cost per MWH of the Miller Purchase is included for reference 
purposes only. 

The cost effectiveness of QF contracts will also be affected by many factors including the 
cost of natural gas and changes in environmental laws (e.g. COz tax). The resources need 
to be assigned to properly evaluate and implement, if feasible, all of the options available 
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to increase the COSt effectiveness of the OF contrac;s. These COntracts pose a significant 
threat 10 FPC's competitive position. 

OF capacity payments are calculated based upon value of deferral methodology. This 
methodology calculates the value of deferring the need for the construction of capacity 
annually. Therefore, the cost starts lower than traditional revenue requirements but 
increases by approximately 5% per year. Conversely, traditional revenue requirements star! 
higher than value of deferral payments but decrease over time. 

The net present value as of January 1, 1994, of all of the OF capacity payments is $2.7 
billion, assuming an interest rate of 10%. FPC has concerns that these OF contracts may 
lower our current (Standard & Poor's) AA-bond rating. Standard & Poor's (S & P) 
methodology states that these off-balance sheet obligations should be considered to be debt 
equivalents. These obligations are adjusted by a risk factor which ranges from 10% 
minimum up to 50% for take-and-pay contracts. The risk factor is multiplied by the net · 
present value (NPY) of the OF contracts to determine the utilities imputed debt. FPC 
cogeneration contracts should be assigned the lowest risk factor of 10%. 

A downgrade of FPC's bond rating could cost FPC an additional $372,000 for first mortgage 
bonds and cost Progress Capital Holdings an additional $ 150,000 for medium-term bonds 
and another $315,000 for commercial paper. A bond derating therefore represents a 
potential cost of $837,000 over the next five years for aU Florida Progress. 

In addition, FPC has become concerned about FPC's ability to accept this OF capacity 
during periods of minimum load. FPC's minimum load is approximately 1,800 to 2,000 MW, 
which occurs during mild weather conditions. This entire load could be served by FPC's 
nuclear plant and the OFs if the OFs did not reduce their capacity. During these periods, 
the output of FPC's steam units would have to be reduced as much as possible or cycled off. 
Cycling off steam units increases their O&M costs and renders them unavailable to meet the 
rapidly growing load a few hours later; forcing FPC to serve the load uneconomically. FPC 
has agreements in place, and is continuing negotiations with the OFs, to resolve this problem 
without additional payments to the OFs. 

For all of the above reasons, FPC has investigated a buyout of some of the OF projects 
such as Auburndale, Lake Cagen and Pasco Cogen. The FPC investigation included three 
different scenarios. These were (1) operating as a OF project, (2) operating as a utility 
generator or (3) a buyout of FPC's contractual obligation. At this time, it is not financially 
viable to purchase these projects under these scenarios. If circumstances change (e.g. 
natural gas prices), these and other projects should be reevaluated. A copy of these analyses 
may be obtained from Robert Dolan, Manager of Cogeneration Contracts and 
Administration. To date, FPC considered it uneconomical to buyout any OF contract. 
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FERC’s PURPA regelations, adopted by the Florida Public Service Commission, provide 
that approved QF rates do not become unjust and unreasonable because the utility’s avoided 
cost at the time the QF comes into service is different than the utility’s avoided cost at the 
time the QF contract was entered into. Therefore, FPC must find another method to 
reduce the cost of QF contracts. One method could be to buy down QF contracts. 

When the contract with Pasco Cogen (106 MW) is taken as an example, the payment 
required to reduce their capacity payment to match FPC‘s embedded cost is $46 million. 
This figure assumes a 20% discount rate and uses FPC‘s expected fuel forecast. Buy down 
costs can be dramatically altered by the fuel forecast used, the QF‘s interest rate, the QF‘s 
expected rate of return, inflation, and other factors. 

Many of the QF contracts require that the QFs ability to deliver their capacity shall not be 
encumbered by interruptions in their fuel supply. FPC has therefore placed one QF in 
default (Orlando CoGen, 72 MW) because they do not have a back up fuel. Two other QFs 
(Tiger Bay, 217.75 MW and Orange Cogen, 74 MW) have been notified that they will be 
in default if they do not have a back up fuel supply in place when they begin to receive 
capacity payments. 

FPC is not currently pursuing additional capacity from non-utility generation sources. 
However, recommendations are made in this review should additional contracted capacity 
be required or mandated. 

The FPSC has approved a bidding rule that only applies to generation which requires a 
determination of need (steam greater than 75 MW) and may be waived. The FPSC rule is 
as follows: 

“Rule 25-22082(9) i7te Commksion may waive thir tule or any parr thereof upon a showing 
that the waiver would like& result in a lower cost suppty of elecmcy to the utility’s general 
body of ratemen, increase the reliable supply of electricity to tlae utility’s general body of 
ratepayen or ir otherwhe in the public interest’! 

Peakers and potentially repowering may not require bidding. The Governor and Cabinet 
did not endorse the PPSA’s task recommendation that all capacity additions be bid. 
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BACKGROUND 

Please note that the total cogeneration capacity stated at various time in this review may 
vary depending on the subject. This variance is due to the fact that the cogeneration 
contracts have the ability to adjust their committed capacity. Depending on the application, 
the most appropriate total capacity figure will be used. 

Review of the Requirements of the Public Utility Regulatory Policies Act 

In 1978, the Public Utility Regulatory Policies Act (PURPA) was enacted and then amended 
in 1980. PURPA’s constitutionality was challenged in Mississippi. Upon appeal, the U.S. 
Supreme Court found that PURPA was constitutional in 1982. Section 210 of that statute 
addresses cogeneration and small power production, the primary focus of this section. See 
Appendix 8 for a copy of PURPA. 

Congress’ goal in passing PURPA was to reduce the U.S. dependence on foreign oil by 
diversifying energy supply and reducing consumption. PURPA encouraged small alternative 
power producers (including hydro and renewables), and cogeneration resources. Congress 
sought to Overcome the reluctance of utilities to deal with alternative power providers and 
conservation by requiring utilities to purchase from a class of defined small power 
production and cogeneration facilities that could achieve qualifying facility (QF) status. 
Congress also required utilities to interconnect and to supply backup power. As for the 
reluctance of alternative producers to become regulated by virtue of selling power in a 
traditionally regulated industry, congress exempted QFs from most of the regulatory burdens 
including Public Utility Company Holding Act (PUCHA) placed on investor-owned utilities. 

Congress divided QF regulation between the Federal Energy Regulatory Commission 
(FERC) and the state public service commission where the purchasing utility is located. It 
is important to keep in mind that in most cases the sale of QF power to an electric utility 
is a wholesale, not a retail, transaction. As such, jurisdiction normally would lie with FERC. 
However, PURPA directs that certain Federal regulatory functions, such as the 
determination of avoided costs, be delegated from FERC to the states. PURPA gives FERC 
broad discretion to establish, through its rules and regulations, the parameters of the 
economic transactions between electric utilities and QFs. In turn, the individual states are 
bound to follow these FERC requirements. 

A QF can be either a cogenerator or a small power producer. As a general matter a 
cogeneration facility simultaneously produces electric energy and forms of useful thermal 
energy, such as heat or steam used for industrial, commercial, heating or cooling purposes. 
A small power production facility is a facility that produces electricity from biomass, waste, 
hydro, renewable resources, or geothermal energy. 



Criteria for Cogeneration Facilities 

PURPA defines a qualifymg cogeneration facility as a cogeneration facility which FERC 
determines by rule meets size, fuel use and fuel efficiency and such other requirements as 
FERC may prescribe, and is owned by a person not primarily engaged in the generation or 
sale of electric power. This broad definition leaves significant discretion in the hands of 
FERC. 

FERC's rules define a qualifymg cogeneration facility in terms of a topping-cycle and 
bottoming-cycle facility. A topping-cycle facility is one in which the energy input into the 
facility is f h t  used to produce useful electric power, and the waste heat from power 
production is then used to provide useful thermal energy. A bottom-cycling facility involves 
the reverse process. The energy input is first applied to a useful thermal energy process and 
the emerging waste heat is then used to produce electricity. Most cogeneration facilities, 
such as natural gas-fired combined cycle facilities, are topping-cycle. An example of a 
topping cycle is Pasco Cogen Limited in Dade City. Pasco Cogen is a natural gas combined 
cycle plant. Two aero-derivative gas turbines are fired by natural gas. The exhaust heat is 
then captured in a heat recovery steam generator (HRSG). The steam generated in the 
HRSG produces electricity from a steam turbine. Low pressure steam is taken off the 
steam turbine and used in the Lykes Pasco citrus processing plant. 

Bottoming-cycle facilities tend to built when there is an established industrial process 
producing waste heat, such as the process used to produce sulfuric acid. An example of a 
bottoming-cycle cogenerator is Car@ Fertilizer (formerly Seminole Fertilizer). The Cargill 
Fertilizer plant makes sulfuric acid from sulfur. This chemical (exothermic) process 
produces excess heat which is captured in a recovery boiler; the steam from the boiler is 
used to generate electricity. 

For topping-cycle facilities, the useful thermal energy output of the facility must, during any 
calendar year, be no less than 5 percent of the total energy output. In addition, the useful 
power output plus half of the useful thermal energy output for a natural gas or oil facility, 
must be greater than 45% of the total energy output of the facility. If the useful thermal 
energy output is greater than 15% of the total energy output of the facility, then the 
efficiency standard is 42.5%. 

FERC opinions generally have provided that a thermal output is "useful" if it has an 
independent business purpose with some economic justification. FERC has found business 
purposes to be presumptively useful when use of a facility's thermal output constitutes a 
common industrial or commercial process. 

FERC rules allow FERC to waive the operating and efficiency standards contained in its 
rules if FERC finds that a facility will produce significant energy savings. For example, 
FERC has waived its thermal host requirements applicable to cogeneration facilities when 
QFs have temporarily lost their thermal hosts but are actively searching for a replacement 
host. 
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Criteria for Small Power Production Faci1i:ies 

PURPA's definition of a small power production facility is essentially the same as the 
broadly-worded definition for qualifying cogeneration facilities, leaving significant definition 
discretion to FERC. A qualifymg small power production facility is one which FERC 
determines meets such fuel use, fuel efficiency and reliability requirements as FERC 
prescribes by rule. FERC's rules provide that the power production capacity of a small 
power production facility, together with the capacity of any other facilities which use the 
same energy resource, are owned by the same person, and are located at the same site, may 
not exceed 80 MW. Facilities are defined to be at the same site if they are located within 
one mile of each other. In 1990, Congress lifted the 80 MW limitation for small power 
producers that are fueled by certain waste products or by renewable energy. Generally these 
waste products are byproducts of industrial processes, such as coal waste. Likewise, the 80 
MW limit does not apply to tire-burning plants. However, the limit still applies to municipal 
solid waste (MSW) facilities. 

FERC's rules provide that at least 75 percent of the primary energy source of a small power 
production facility must be biomass, waste, renewable resources, geothermal resources, or 
any combination thereof. The rules further provide that the use of oil, natural gas and coal 
as a fuel may not in the aggregate exceed 25 percent of the total energy input of the facility 
during any calendar year. 

Criteria For OF Ownership 

PURPA provides that a cogeneration or small power production facility may not be owned 
by a person primarily engaged in the generation or sale of electric power (other than electric 
power solely from cogeneration or small power production facilities). Under FERC rules, 
facilities are considered owned by a person primarily engaged in the generation or sale of 
electric power if more than 50 percent of the equity interest in the facility is held by an 
electric utility or utilities, or by an electric utility holding company or companies, primarily 
engaged in the sale of electricity, or any combination thereof. QF status is based on the sale 
of net output from the facility. That is, for purposes of size, efficiency and ownership, the 
power utilized on site is subtracted from the gross output of the facility at the point of sale. 

Obtaining QF Status 

FERC's rules provide that QFs must apply to FERC for certification. This is typically done 
prior to project financing and construction. Hence, applications usually describe a proposed 
facility. FERC rules require that applications must contain enough information for FERC 
to determine whether PURPA's qualifying facility requirements will be met. FERC generally 
will accept the representations of the applicant as true. FERC's rules provide that QF status 
may be revoked if a QF which has been certified fails to comply with any statement 
contained in its application for certification. For this reason QFs sometimes amend their 
applications and request FERC recertification during the course of their project 
development. 

) 
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Regulatory Exemptions Enjoyed By QFs 

QFs are generally exempt from the Federal Power Act, the Public Utility Holding Company 
Act, and most state regulations. The only significant portions of the Federal Power Act from 
which QFs have not been exempted involve interconnection and wheeling, and are discussed 
below. If a project loses QF status during its lifetime, it is subject to regulation as a public 
utility. 

State Regulation Of QFs 

PURPA directs FERC to issue rules "as it determines necessary to encourage cogeneration 
and small power production," and which also require utilities to offer to purchase electric 
power from QFs. PURPA directs that in turn, each state regulatory authority charged with 
regulating electric utilities must "implement" PURPA rules. FERC issued its rules in 1979. 
In 1981, the Florida Public Service Commission (FPSC) adopted FERC's rules and issued 
additional, complementary rules of its own. The FPSC revised its cogeneration and small 
power production rules in 1984 and 1990. These rules are discussed in the section on the 
development of cogeneration at FPC. 

Utility Obligation To Purchase QF Power 

PURPA directed FERC to enact regulations which require all electric utilities, not just 
investor-owned utilities, to purchase electricity produced by QFs. FERCs regulations 
provide that each electric utility shall purchase any energy and capacity made available to 
it from a QF to which the utility is directly interconnected, or from a QF that causes such 
energy or capacity to be delivered to the utility. However, FERCs rules also provide that 
if there are operational circumstances in which purchases of QF power will result in the 
utility bearing costs greater than those which the utility would incur if it did not make such 
purchases, but instead generated an equivalent amount of energy itself, the utility will not 
be required to purchase power from QFs. 

Rates For Purchases By Electric Utilities From QFs 

PURPA provides that various traditional regulatory requirements, such as the just and 
reasonable standard and the public interest standard, govern rates for sales by QF to electric 
utilities. PURPA also requires that utilities purchase at rates which shall not discriminate 
against QFs, and that such rates shall not exceed the incremental or avoided cost to the 
electric utility of alternative electric energy. The incremental cost of alternative electric 
energy is statutorily defined as the cost to the electric utility of the electric energy which, but 
for the purchase from the QF, the utility would have generated or purchased from another 
source. 
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The states administratively establish the avoided cost rates that utilities pay for power 
purchased from QFs, in accordance with the requirements sei forth in FERC's rules. FERC 
does not prescribe a specific methodology for the states' calculations of avoided cost. 
However, FERC regulations direct that in determining avoided costs, utilities shall, to the 
extent practicable, take into account the availability of capacity or energy from a QF during 
daily and seasonal peak periods, the ability of the utility to dispatch the QF, the terms of the 
purchase contact (including its duration, termination notice requirements and sanctions for 
non-compliance), the coordination of scheduled outages, the usefulness of QF power during 
utility system emergencies, the individual and aggregate value of energy and capacity from 
QFs on the utility's system, the smaller capacity increments and the shorter lead time 
available with additions of capacity from QFs, and the ability of the utility to avoid costs by 
deferring capacity additions, reducing fossil fuel use, or lowering line losses. 

FERC's rules explicitly provide that nothing in the rules requires an electric utility to pay 
more than avoided cost. However, the rules stipulate that a rate set at full avoided cost 
satisfies the just and reasonable and public interest standards. Rates may be less than 
avoided cost if the state public service commission determines that a lower rate is just and 
reasonable, in the public interest, and is sufficient to encourage cogeneration and small 
power production. In a case in which the rate for purchases are based upon estimates of 
avoided costs over the term of a contract, the rates do not violate FERC rules if they differ 
from avoided costs at the actual time of delivery. 

The rates paid by utilities to QFs contain an energy and capacity component. FERC's rules 
provide that utilities must only pay for the capacity value of power purchased when the 
purchase allows the utility to reduce its own capacity-related costs by deferring construction 
or fm power purchases. FERC's rules provide that rates for as-available energy purchases, 
at the QFs option, can be based on the avoided energy cost at the time of delivery or on an 
avoided energy cost calculated at the time the utility contracts to receive the energy over a 
specified future term. 

Utility Obligation To Sell To QFs 

PURPA directed FERC to enact regulations which require all electric utilities to offer to sell 
electricity to QFs. These rates, like purchase rates, must be just and reasonable, in the 
public interest and non-discriminatory. FERC requires that upon request of a QF, each 
electric utility shall provide supplementary power, back-up power, maintenance power or 
interruptible power. State public service commissions may waive the requirement to supply 
any of these four services if compliance would impair the utility's ability to render adequate 
service to its customers or place an undue burden on the utility. 

) 
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Interconnection - . 

FERC's regulations provide that electric utilities must agree to interconnect with any QFs 
in their service territory, unless such interconnection would expose the utility to additional 
regulation under the Federal Power Act. Utilities also must offer to operate in parallel with 
a QF. FERC rules also provide that interconnection costs, including costs of connection, 
metering, transmission, distribution and safety equipment be borne by the QF. 

Wheeling 

PURPA obligates electric utilities to offer to purchase QF power made available to them. 
It does not restrict this obligation to purchases of power from QFs to which the utility is 
directly interconnected. FERC's rules provide that if a QF agrees, an electric utility directly 
interconnected to that QF may transmit the energy or capacity to any other electric utility; 
which utility in turn is obligated to purchase the power or energy. The FPSC has required 
utilities in Florida to wheel electricity for QFs since 1984 utilizing the rates, terms, and 
conditions specified by FERC. 

Under the Energy Policy Act of 1992, any individual or company generating wholesale power 
can apply to FERC for an order requiring an electric utility to provide transmission services. 
The order may also require the utility to expand its transmission capacity. 

Retail Sales and Self-service Wheeling 

Florida law only allows for retail sales from a QF to the thermal host if the thermal host is 
a government body (e.g. the University of Florida and Florida State University). Self-service 
wheeling is prohibited unless the FPSC finds that provision of this service is not likely to 
result in higher cost electrical service to the general body of ratepayers. 

There are two retail sales cases that FPC has been involved in with QFs. In the first, 
Timber Energy requested permission to serve the industrial park in Telogia where they are 
located. The FPSC ruled that Timber Energy could serve these customers but, if they did, 
they would have become regulated by the FPSC. Currently, there are no other businesses 
in the industrial park and Timber Energy is not interested in becoming a regulated utility. 

In a second case, Mulbeny requested permission to serve its thermal host as part of a fmed 
rent payment. The FPSC staff has recommended that this is a retail sale and it should not 
be allowed. The FPSC will vote on this issue during the upcoming Proposed Agency Action 
(PAA) scheduled for February 1, 1994. 

There have been at least two requests for retail wheeling involving QFs. Both cases were 
denied by the FPSC as not being cost effective for the general body of ratepayers. These 
were the Metro Dade Downtown Government Center (FP&L) and W.R. Grace (TECO). 
In both cases, the QFs argued that it was cost effective for them to build either a 
transmission line or distribution line to the load thus bypassing the utility in question. The 
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FPSC ruled that this should not be a determining factor in whether retail wheeling should 
be ordered. 

Exempt Wholesale Generators and Independent Power Producers 

An exempt wholesale generator (EWG) is a defined term under the recently-enacted Energy 
Policy Act of 1992 (EPACT): any person engaged, directly or indirectly tlzrouglz affiliates, and 
exclusively, in the business of owning and/or operating ail or part of a faciiiry ured for (he 
generation of electricity exclusively for sale at wholesale. Additionally, Section 712 of EPACT 
requires state regulatory commissions to perform a general evaluation oE 

1. The impact of purchased power contracts on a utility's cost of capital and retail rates; 

2. Whether Non-Utility Generators (NUGs) have an unfair advantage over utilities or 
threaten system reliability because of their debt leveraging; 

3. Should regulators preapprove power purchase contracts; and 

4. Should regulators require assurances of adequate fuel supplies. 

The FPSC has decided to evaluate these impacts on a case-by-case basis. 

EWG status can be obtained only through application to FERC. Owners of EWGs are not 
subject to the Holding Company Act, and are not regulated as persons primarily engaged 
in the sale or transmission of electricity under the Federal Power Act. Unlike the QFs, 
electric utilities are not obligated to offer to purchase from EWGs. Thus, it is expected that 
EWGs will compete strongly with PP's and QFs on price and terms and conditions of sale. 

Utilities may not contract purchased power from an affiliated EWG unless the utility 
receives a state public service commission order finding that the transaction wiU benefit 
consumers, does not violate state law, will not provide the EWG with any unfair advantage 
by virtue of its affiliation, and is in the public interest. 

The term independent power producer (IPP) is not a defined term under the Federal Power 
Act, PURPA, or EPACT. An IPP is commonly considered to be a seller of electricity at 
wholesale which fails to qualify as an EWG. The most significant legal consequence of 
failure to qualify as a QF is that electric utilities are not obligated to purchase the output 
of IPP's and EWG's. Failure to qualify as either a QF or EWG also means that the 
generator is not exempt from the Holding Company Act, and is subject to regulation under 
the Federal Power Act. 

) 
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Because utilities are not required to purchase the output from IPP's. those facilities, like 
EWGs, must compete strongly with QFs on price and terms and conditions of sale. 
However, the presence of IPPs in the wholesale market likely will diminish over time with 
the advent of EWG status created by the Energy Policy Act of 1992. Independent 
generators are expected to strive for EWG status in order to avoid the strictures of the 
Holding Company Act. 

FERC recently abandoned a proposed rulemaking, instigated in 1988, which would have 
exempted IPPs from many of the regulatory burdens of the Federal Power Act. However, 
in a series of case-by-case decisions, FERC has accomplished much of the IPP deregulation 
that it proposed. The most significant Federal Power Act burden as far as IPPs are 
concerned, is the requirement that all sellers of power must sell at a "just and reasonable" 
rate. Traditionally, FERC has required that rates be cost-based in order to be just and 
reasonable. However, FERC case law establishes that FERC will approve an IPP rate if it 
determines that the IPP lacks market power, and that the rate is market-based; that is, 
established through bidding or arms-length negotiation. EWGs are subject to the same just 
and reasonable standard as IF'Ps, therefore, it is anticipated that FERC will approve EWG 
rates on a similar basis. 

Development of cogCncration at FPC 

1. Pre-PURPA (prior to 1978) 

Prior to the passage of PURPA, Florida Power Corporation had three contracts with 
cogenerators. Two contracts were for self-service generation only, with no sales to FPC. 
These were both for 1 MW and were located at the University of Florida and Minute 
Maid Dunedin (later H.P. Hood Company). The third contract was with St. Joe Forest 
Products. This contract allowed St. Joe Forest Products to delivery power to FPC (City 
of Port St. Joe) under emergency conditions. The interconnection was also used to 
provide backup power to St. Joe Forest Products. 

2. Post PURPA pre-FPSC rules (1978-1982). 

During the period of rule development between the passage of PURPA and the 
completion of the Florida rules in 1982, FPC negotiated with prospective cogenerators 
in the spirit of PURPA and under terms of the anticipated Florida rules. These 
contracts can be separated into two types: 

a. Interconnection without sales to FPC. 

Citrus World #1 - November 1979 
Ben Hill Griffin - November 1981 
Buckeye Cellulose (Procter & Gamble) - August 1980 
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b. As-available cdnxacts signed during this period, 

Occidental Chemical Swift Creek #Z - January. 1980 
US AgriChem - October, 1982 
Pinellas Waste Recovery #1 - May 13, 1980 

During this same period, negotiations were held with Biomass Monticeilo and Biomass 
Madison, which resulted in interconnections to purchase as-available energy from each 
of these 7.5 MW plants. 

3. FPSC rules for as-available energy implemented (1982-1984). 

The FPSC implemented rules for the sale of as-available energy in 1982. Any existing 
QF contracts that benefited from the FPSC rules were amended to incorporate those. 
rules. Credit for variable O&M charges and for avoided plant start-up were added. The 
contract €or Pinellas Waste Recovery was not modified since it was based on a formula 
for determining avoided cost that gave them more revenue than the newly defined as- 
available rate (COG-1). 

The only contract signed during this period was for 20 MW additional capacity at the 
Pinellas Solid Waste Plant. This was signed in December, 1983. 

4. FF'SC rules for firm contracts implemented (1984-1990). 

A statewide avoided unit was used as a basis for pricing capacity credits for cogenerators 
under the COG-2 firm rate. The draft of the rules was based on the statewide avoided 
unit being the next major generating unit to be built in the state by any of the investor 
owned utilities. Tampa Electric Company was planning to build two 700 MW coal fired 
power plants and the FPSC indicated that they were considering designating those as the 
statewide avoided unit in the draft. However, before the rules could be finalized, Tampa 
Electric withdrew their plans for the 1,400 MW facility and substituted a smaller 
combined cycle unit. In reconsideration of the rules, the FPSC determined that it would 
be in the best interest of the state to have a large coal fired unit rather than several 
small units planned by each of the utilities. Therefore, two fictitious 1992, 700 MW coal 
fired generating plants were designated as the statewide avoided unit and the pricing was 
based on estimates,of the cost of building a plant at that time, along with escalations in 
capital and O&M costs utilizing TECO Big Bend #4 coal prices. 

) 

Based upon the 1992 statewide avoided unit, Florida Power Corporation developed a 
standard offer contract effective April 30, 1984, and several small power producers were 
proposed. However, only one contract was actually signed and that was with Timber 
Energy for 12.765 MW. The Biomass units were in bankruptcy and attempted to recover 
in order to sign a firm contract under the 1992 unit pricing. However, they were 
unsuccessful. A number of other proposals were made but none came to fruition while 
the 1992 unit was in effect. A contract was negotiated with the Corporation for Future 
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Resources (CFR) for 50 MW under the COG-', Option B pricing schedule which 
allowed for the financial parameters to change annually requiring a recalculation of the 
capacity payment each year. 

The next unit that was selected as a statewide avoided unit was a 1995 pulverized coal 
unit. This was a single 500 MW unit coal fired unit with its coal pricing based upon 
deliveries to Tampa Electric Big Bend #4. Signed up under this 1995 unit were, Bay 
County Resource Recovery, Biomass Madison and Jefferson (later sold to LFC), Lake 
County Resource Recovery, Pasco County Resource Recovery, and Pinellas Mid County 
Resource Recovery. 

Until this time, all QF payments were assigned a risk factor of 0.80 because of the 
uncertainties involved. The risk factor reduced the capacity payments to 80% of the 
avoided costs. During the period that the 1995 statewide avoided unit was in effect, a 
law was passed granting the waste incinerators signed up under the standard offer pricing 
to have the 80 percent risk factor increased to 100 percent. This raised the 1995 price 
per KW from %16.W/KWNonth to $20.06/KW/Month for these incinerators, and 
changed the price of FPC's contracts with Pinellas County, Pasco County, and Lake 
County. Bay County was not affected because it was a special contract with negotiated 
rates for payment of early front loaded capacity payments which had already begun. 

Contracts for three equally sized units totalling 156 MW were negotiated with General 
Peat Resources based on the 1993 unit. These had some front end loading of the 
capacity payments, and also required a higher on-peak capacity factor than did the 
standard contract (these contracts later returned to a normal payment schedule). After 
we signed these contracts, we petitioned the FPSC to closeout the 1995 unit, because 500 
MW had been signed against it. However, FF'C was unaware that another contract had 
been signed by Florida Power & Light. Because this contract had been signed, it did not 
allow enough capacity to satisfy all three of the General Peat contracts. Contracts for 
the second and third units were held in abeyance but were eventually approved against 
the new statewide avoided unit. Timber Energy signed an additional contract for 6 MW 
under the pricing of the 1995 unit, and CFR signed for an additional 24 MW under the 
1995 pricing. 

In 1989, the FPSC decided that the next statewide avoided unit would be a 385 MW 
FP&L combined cycle unit with a 1993 in-service date. This 1993 plant was converted 
to a 1996 500 MW coal plant by the FPSC on their own motion in October of 1989. The 
40 MW Pinellas County Resource Recovery (PCRR) contract includes the 1995 coal 
payment schedule if the plant is completed before 1995. However, if the plant is 
completed during 1995, then the payments for the 1996 coal plant will apply. If the 
PCRR facility is completed after January 1,1996, the then current avoided unit payments 
will apply. 
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5. FPSC "new" rules for firm contracts (1990-present). 

a result of the oversubscription of the 500 MW statewide avoided unit, the Fpsc  
amended the State rules. The new state rules are based on a utility specific unit. See 
Appendix 4 for the FPSC's current cogeneration regulations. 

6. 1991 Bid for QF Capacity 

A change in our forecasting parameters in 1990 indicated that we had some capacity 
shortages, particularly in the 1993-1994 time range. In addition, FPC was developing two 
cogeneration projects with Peoples Gas, and needed the negotiations for these projects 
to be kept at "arms-length to avoid a conflict of interest. These reasons, along with 
wc's desire to build its own capacity in Polk County without bidding, resulted in FPC 
issuing a RFT in January 1991, for capacity that could be on-line prior to December 
1993. A contract format was developed based on a coal unit priced at 1991 prices for 
offer to qualifylng facilities that could be on-line by the end of 1993. Approximately 450 
MW was needed, and more than double this amount was proposed to FPC. However, 
the decision was made to contract for approximately 600 MW to allow for a 25% 
dropout rate. This dropout rate was considered conservative. Between October 1990, 
through March 1991, contracts were signed with Seminole Fertilizer (47 MW), Lake 
Cogen Limited (102 Mw), Pasco Cogen Limited (102 MW), Orlando CoGen Limited (72 
MW), Royster Phosphates (28 MW), El Dorado Energy (103.8 MW), Mulbeny Energy 
(72 MW), Dade County Resource Recovery (43 MW), and Ridge Generating Station (36 
MW). Also negotiated on a similar basis, was EcoPeat (36.5 MW), 

Currently, the only dropouts that we have had is a reduction of 32 MW of capacity from 
Seminole Fertilizer, and the indefinite postponement of 40 MW that had been contracted 
earlier with Pinellas County. CFR had been considered "dead and its capacity was not 
included in the satisfaction of our needs. CFR had an option B contract for 50 MW 
based on the 1992, unit and a 24 MW contract based on the 1995 unit. The contract was 
for service at a specific location (near Drifton) and it was later determined that the 
contract potentially caused a negative impact on our ability to import the Miller purchase 
from the Southern Company. We did not give CFR permission to move the contract to 
the Hinson area and it appeared the project would fold at its contractual location. 
However, there was considerable interest in CFR by the FPSC; subsequently an FPSC 
order was made to accommodate CFR. This resulted in FPC and CFR negotiating a 
dispatchable contract based on the 1991-1995 unit. This contract did not allow a capacity 
redesignation of +IO% that was allowed in the contracts written as a result of the 1991 
bid. The net effect of these changes from the original strategy is the addition of CFR 
substantially equals the reduction in Seminole Fertilizer and the removal of the 40 MW 
of Pinellas County capacity from our forecast. 

b 
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7. Polk County Combined Cycle Need Case Proposed Units 1-3 

FPC petitioned the FPSC to build 4-235 MW combined cycle units in Polk County. The 
FPSC approved the certificate of need for units 1 and 2, but deferred action on units 3 
and 4. This was done because there is adequate time to consider these units without 
impacting construction schedules, and too many uncertainties including load, fuel, and 
conservation forecasts. In fact, since the FPSC ruling, the projected load growth has 
declined. 

Pursuant to Order No. 25805, Docket No. 910759-EI, Page 43, the FPSC stated "Florida 
Power has demonstrated that it reasonably considered capacity purchases from other 
utilities and non-utility generators to meet future generation needs. In the past, Florida 
Power has purchased significant amounts of QF capaci ty..." 

8. 1997 Combustion Turbine Standard Offer 

It was assumed that we would have our 25 percent dropout rate on future projects when 
the need for a 1997 combustion turbine rated at 150 Mw was determined. Based on this 
assumption, we had 80 MW of standard offer and 70 MW of negotiated contracts. A 
standard offer contract of 74.9 Mw was accepted during a two week open season. After 
an extensive evaluation, Panda Energy was selected among the several standard offer 
contracts received. That left 5.1 MW of standard offer open. The remaining 70 MW 
has been removed from the plan due to the QFs that did not fail as expected. See 
Appendix 2 for a complete list of QF projects. 

9. New Capacity Needs 

FPC's Ten-Year Site Plan forecasts the energy and capacity requirements for the 
company during the next ten years and proposes generating capacity additions and 
removals to meet these needs. It takes into account the contribution from the qualifying 
facilities under contract. In the 1993 Ten-Year Site Plan, the only planned generating 
capacity not already under contract or under construction is the Polk County Units 
1 & 2. The Ten-Year Site Plan was filed March 26, 1993, with the Bureau of State 
Planning Division of Resource Planning and Management of the Department of 
Community Affairs. Currently, FPC is updating the Integrated Resource Plan and is 
expecting to file it with the FPSC during March 1994. 

10. FPSC Rules for Firm Contracts 

The FPSC has proposed a hearing in 1994 to revise the cogeneration rules based upon 
the recently adopted bidding requirements. The initial workshop is scheduled for 
February 14, 1994. 



Bidding Rules . . 

On December 7, 1993, the FPSC adopted a rule which requires electric utilities to engage 
in a competitive bidding process prior to filing a need determination under the Power Plant 
Siting Act (PPSA) unless the utility can demonstrate that competitive bidding is not in the 
public interest. Prior to the passage of this rule, the FPSC's informal guidelines encouraged 
investor-owned utilities to bid new generation. These guidelines generally did not result in 
new baseload projects being bid because utilities successfully justified why bidding was not 
the best decision for new generation. This process did not appear to be a major problem, 
until the FP&L Cypress Energy project. At that point, the FPSC decided to issue a 
proposed bidding rule. Concurrently, the Governor appointed a task force to review the 
PPSA. The competitive bidding issue is one of many areas reviewed and the task force 
considered whether legislative changes should be recommended. 

The FPSC's approved bidding rule generally provides the following: 

- Electric utilities must establish and use a fair selection process for new generation if 
the generation addition requires certification under the PPSA. 

Electric utilities can use any selection method, although bidding is encouraged. 

The electric utilities have an obligation to serve and an ensuring responsibility to 
plan, develop, and manage its resources. 

If purchased power is not found to be in the best interest of ratepayers, the electric 
utility must provide the FPSC with an explanation. 

Bidding is encouraged for all generation which requires a certificate of need. A 
certificate of need is currently required for all generators with a steam cycle capacity 
greater than 75 MW. 

If a certificate of need is not required (Le. combustion turbines, repowering or 
combined cycle units with a steam cycle of less than 75 MW), then bidding is not 
mandatory. 

- 
- 

- B 
- 

- 

Specifically, the rule would: 

1. Require all electric utilities (IOU's, coops and munis) to issue a Request for Proposals 
(RFP) prior to filing a petition for determination of need, unless to do so is not in the 
best interest of the utilities ratepayers. 

2. Require each utility RFP to identify the MW size, timing, and price and non-price 
attributes of the generating unit which the utility plans to build, absent a more 
economical or reliable alternative. 



3. Require the utility to provide timely notice of its issuance of an RFP in major 
newspapers and publications with state-wide and national circulation. 

4. Require the utility to evaluate proposals (which may include non-utility generators, utility 
generators, turnkey offerings, and other generating supply alternatives) from which a 
manageable group of potentially viable and cost-effective finalists would be selected. 

5 .  Require the utility to negotiate in good faith with the finalists to the solicitation process 
to achieve the most economical and reliable alternative to its next planned generating 
unit. 

6. Limit the ability of non-participants to the RFP process to challenge the outcome of the 
selection process at a need determination proceeding. The selection process may be 
challenged at any time, either on the Commission’s own motion or by a justified 
compliant by a substantially affected party. 

7. Provide for a case-by-case waiver from issuing an RFP based on a Commission finding 
that such a waiver is in the best interests of the utility’s ratepayers. 

The FPSC did not adopt the staffs alternate rule which, had very detailed bidding criteria. 

FPC generally supports the FPSC rule because it does not mandate bidding or require the 
selection of non-utility generators. 

Florida Power believes generation resources should be managed using a ‘portfolio 
approach.’ Florida Power‘s current generation mix and diverse fuel sources are good 
examples of this principle. 

Florida Power believes that if purchased power does not exceed a utility‘s reseme margin, 
the utility has the burden of proof to show why it did not select purchased power; however, 
once the reserve margin threshold is reached, then the utility should have to prove why 
purchased power is better than building new generation. 

Florida Power proposed that the portfolio approach be used and that the burden of proof 
should change when the threshold is exceeded. Florida Power’s position is based on the 
negative impacts that purchases have on utility cost of capital, planning flexibility, reliability 
and the obligation-to-serve. 

Through its testimony, Florida Power stated that: 

- High levels of purchased power contracts adversely affect a utility’s credit quality. 

- Evaluation criteria for purchased power contracts should be established to assign 
a level of equity to neutralize the off-balance sheet debt for the utility to maintain 
its capital structure. The additional cost of equity would then be imputed onto the 
bid. 



- Contracting for capacity does not result in all the benefits of ownership. 

- The utility has an obligation-to-serve and an ensuing responsibility to plan, develop 
and manage its resources. 

The Other Key Intervenors 

* Florida Competitive Energy Producers Association (CEPA) - IPP trade association 
which includes Destec, Air Products, Cogent& Falcon Seaboard, Jay Makowski and 
Ark Energy. 

Legal Environmental Assistance Foundation (LEAF) - environmental conservation 
group 

e 

The Position of the IPPs 

The IPP's expressed a need for a highly structured regulatory framework for the bidding 
process, including the selection criteria. This would put all parties on an equal basis by 
allowing all competitors access to the utility's optimization model and system operational 
data. 

The IPP's felt that it would not be appropriate for the utility to control the bidding process. 
Currently, the utility, with no regulatory oversight or approval, determines the capacity need, 
drafts & publishes the RFP, receives and evaluates the bids, and selects the winner. Only 
at the end of the process is there FPSC involvement. They recommended that a neutral and 
unbiased party make the major decisions when the utility is a participant. 

In addition, they want to establish procedures for utilities to automatically bid out all 
additional capacity needs once the Ten-Year Site Plan is filed. 

The IPP's maintained that long-term purchase contracts do not effect the utility's cost of 
capital. In the absence of a disallowance, the buy option has no financial detriment on the 
purchasing utility when compared to building. 

The IPP's stated that the buy versus build decision should be made in the broader context, 
that being whichever offers the ratepayer the best deal in terms of cost, risk and reliability. 

Due to the passage of a competitive bidding rule, Florida Power is anticipating that the 
Power Plant Siting Act task force's expected recommendation for mandatory bidding will 
be ignored by the Florida State legislature next spring, since the FPSC will have already 
acted to resolve the perceived problems from the current need determination process. 
However, the proposed legislation from the PPSA task force would impose very stringent 
rules on utilities, greatly favoring conservation and IPP's. 

) 



Power Plant Siting-Act (PPSA) 

At a meeting on December 14, 1993, the Governor and Cabinet deferred action on the 
PPSA Task Force Report at the request of Secretary of State Jim Smith. The Task Force 
Report was considered at the cabinet meeting on January 25, 1994 and accepted. The 
report still must find a sponsor to introduce it as a bill to the legislature. If such a bill is 
introduced, FPC plans to lobby against it. 

The creation of the PPSATask Force was in response to the FP&L Cypress Need Case (800 
MW coal plant in the Everglades). This Need Petition was denied by the FPSC. 

On August 18, 1993, Commissioner of Education Betty Castor obtained Cabinet approval 
of her motion to appoint a task force to develop proposed legislation to amend the PPSA. 
The task force returned to the Cabinet on November 23, 1993, with proposed legislative 
language and/or recommendations for rulemaking for implementing the following 
Department of Environmental Protection (DEP) report recommendations: 

a. 
b. 

Procedural streamlining of the Power Plant Siting Act; and 
Creation of a more effective and balanced need determination and site 
certification process to ensure a competitive process by requiring mandatory 
bidding of all generating capacity needs within a seven year time frame, as 
well as, consideration of environmental impacts and citizen participation. 
Provisions for the filing of Ten-Year Integrated Resource Plans ( W s )  by all 
electric utilities; requiring the preparation of a State Energy Trends and 
Conditions Report as well as a State Electric Energy Plan. 

c. 

Additionally, the task force will further review "decoupling" and "environmental externalities" 
and recommend what action should be taken. 

Bidding 

The PPSA task force also returned recommendations on the proposed bidding legislation, 
summarized as follows. 

Capacity addition assessment; procedures: 

If, based upon the 10 year energy plan the electric utility requires a capacity addition within 
the seven year period following the filing of the energy plan, the electric utility shall be 
required to bid any capacity additions. In addition, the utility will be required to file a notice 
with the commission identifymg each such capacity addition by MW size, in-service date, and 
type (baseload, intermediate, peaking), and shall sewe a copy thereof on each person on the 
mailing list of potential capacity suppliers required to be kept by utilities. 
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The electric utility shall make available all data underlying its planning documents. including 
computer models and data bases. In addition, a public utility must file a bid package which 
shall include: 

1. A power purchase agreement incorporating terms and conditions acceptable 
to the oublic utilitv: 

, I  

2. The bid criteria including the assessment of the environmental impacts 
associated with electrical power plants in accordance with the rules adopted 
by the DEP; 
A statement of whether the utility or any utility affiliate intends to submit a 
bid. If the utility or any utility affiliate intends to submit a bid, the identity 
and qualifications of the person(s) proposed by the utility to receive and 
evaluate bids. The utility or any utility affiliate shall bid using the same 
format as other bidders. 

3. 

Integrated Resource Planning 

The PPSA task force recommendations for rulemaking on IRP is summarized below. 

1. The Governor and Cabinet strongly encourage the Ronda Public Service 
Commission to adopt and implement a least-cost integrated resource planning 
rule which creates: 

A) A requirement that electric utilities adopt and implement integrated 
resource plans which 

i)  evaluate the full range of utility and non-utility resource 
alternatives; 

ii) provide the lowest system cost consistent with reliability, 
diversity, dispatchability; 

iii) treat utility and non-utility demand and supply resources on a 
consistent and integrated basis; and 

iv) account for verification of savings, including durability. 

A Commission determination of statewide energy capacity needs that 
are: 

B) 

i) 
ii) 
iii) 

developed on a regular basis; 
based on utility integrated resource plans, and 
used to evaluate utility petitions for determinations of need for 
new power plants. 

C) Requirements for timely opportunities for public input throughout both 
the integrated resource planning and statewide energy capacity need 
determination processes. 



_. 7 . The Governor and Cabinet monitor the Public Service Commission's ongoing 
dockets'to set conservation goals for Florida's investor-owned electric utilities 
and seek legislative reform if basic reforms are not forthcoming from the 
FPSC. "Decoupling" was not specifically addressed since the FPSC already 
has an open docket on "Decoupling." 

In a letter to the Governor and the Cabinet on December 9,1993, the FPSC agreed that the 
DEP is the appropriate agency to identify the environmental criteria for electrical power 
plants. However, the FPSC expressed reservations on the Task Force recommendation on 
competitive bidding. The Commission stated that: 

''The seven year lead time appears to be too inflexble and could result in the 
construction of too much or too little generating capacity. The Commission oversees a 
uti@ planning process that is dynamic and very sensitive to changes in weather, 
economic conditions, population growth and technology. Locking into a project to meet 
a projected need for capaciy seven years in advance of that need unnecessarily limits the 
available options for meeting that need and seriously constrains the Commission's abiliv 
to ensure the utiliy is pursuing the most cost-effective and reliable alternative to 
construction of additional generation capacity.." 

The FPSC went on to state that: 

" n e  proposed bidding procedure places too much emphasis on PSC pre-approval ofthe 
bid package and too little on PSC review of the prudent of the final regulatory review 
process ..... The Commirsion 's primaiy statutory responsibility is to ensure utili9 ratepayers 
have safe, reliable, and adequate service at fair, j u t  and reasonable prices. ...If the 
Commission has no opportunity for a final review of a plant selected for construction, 
our abiliy to ensure that the choice is the most pnuient and cost-effective will be 
serious& impaired.'' 

In addition, the Commission concluded that: 

"A competitive biddingprocess should be used as a rod (emphasis added) to assist the 
Commirsion in fulfilling our statutory obligation to insure that the electric utilities provide 
reliable service at the lowest cost." 
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COGENERATION CONCERNS 

During this period of rapid growth of QF capacity, financial incentives for the host or 
purchasing utility have been and continue to be ignored. Without the inclusion of financial 
incentives for the utility, the QF purchases pose additional risks for the purchasing utility 
without compensation. 

Since the passage in 1984 of the FPSC rules allowing firm purchases from QFs, FPC has 
purchased nearly 1,100 MW of firm capacity. These firm purchases account for 13.1% of 
our generation resources, and over $231 million in capacity payments, in 1997. The 1994 
NPV of these capacity payments is approximately $2.7 billion (assuming a 10% discount 
rate). A detailed analysis is included in Appendix 3. 

Due to this large commitment, FPC and the FPSC have tried through contractual terms and 
regulation to mitigate some of the risks involved in QF purchases. These contractual terms 
allow for performance based contracts. 

When executed, all QF contracts were equal to or below the Company's forecasted avoided 
cost as defined and approved by the FPSC. Capacity payments are structured using the value 
of deferral methodology so that they are low during the early years of the contract and 
escalate at a rate approximately equal to inflation over time, thus reducing "rate shock", and 
insuring QF performance for the entire contract. Fuel costs are indexed to actual fuel prices 
at FPC's generating units or generating units located within Florida. Additional avoided fuel 
cost payments, where applicable, are based on actual system marginal fuel costs. Most of 
FPC's contracted capacity is based on avoiding coal capacity, except for 74.9 MW which is 
combustion turbine based. 

FPC has three basic types of cogeneration contracts: one based on a state wide avoided unit 
(TECO Big Bend 4), one based on a FPC avoided unit (CR-6 with scrubbers), and one 
based on a 1997 combustion turbine avoided unit. These account for 31%, 62%, and 7%, 
respectively, of the total contracted cogeneration capacity. The median composite capacity 
factor of these contracts is 80%, but many of the larger FPC avoided unit contracts have a 
90% capacity factor. The state-wide avoided unit contracts are paid an energy price based 
on the lesser of TECOs Big Bend #4 coal, or FPC's actual avoided energy cost. The FPC 
avoided unit contracts are paid an energy price based on Crystal River 1 & 2 coal (also 
referred to as Crystal. River South). Most contracts provide for proration of capacity 
payments below the committed capacity factor level, and all contracts have a minimum 
performance level below which no capacity payments are made. Most of the capacity under 
contract has on-peak availability performance requirements with a weighted average of 89%, 
which assures that the capacity is available when it is most needed by FPC. This also 
reduces the capacity payment if the QF does not meet its capacity factor obligation. 
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The contracted cogeneration capacity constitutes a large share of FPC's resources for many 
reasons. First, FPC's load growth over the past several years has not increased as 
forecasted. as well as, future load growth forecasts have been lowered. Second, many 
contracts that were suspected to fail will in fact be placed into service; also, most 
cogenerators will likely exercise a contract option allowing them to redesignate their capacity 
commitment upwards by 10 %. 

Historically, FPC has always maintained a diverse fuel mix, thereby the aggregate fuel 
portfolio risk is reduced. After FPC completes Polk County Units 1 and 2 and the Anclote 
fuel conversion, and most of the cogenerator projects are in service, more than 2400 MW 
of FPC's electrical resources will be natural gas fueled (although the over 850 MW of 
cogeneration will be priced as coal or #2 oil). Finally, since most of the cogenerators do not 
operate on load control, FPC will be in a position where its control and therefore its 
reliability is hindered. 

While only one of FPC's contracts is currently dispatchable, all have energy pricing 
provisions which give the seller an additional incentive to produce energy during peak 
periods either through the performance adjustment or the lesser of language. 

All FPC's contracts require that the sellers coordinate their scheduled outages with the 
Company. 

In addition to increasing power costs, FPC's power purchase contracts constrain both FPC's 
and the cogenerator's flexibility. FPC cannot change dispatching procedures, the long-term 
reliability of some of these projects is in question, and the cogenerator's themselves cannot 
shut down to repower, change fuels, or complete otherwise economical modifications. Such 
constraints lead to disputes, risks, and higher costs to the ratepayers. 

operational Risks 

The FPC system can experience drastic daily net load swings. For example, the net system 
load might be 1,800 Mw at 4 a.m., but by 6 p.m. the net system load could rise to 4,200 
MW. This net system load growth may increase by as much as 500-600 MW in each hour, 
further exacerbating the operational problem. A plot of a typical November day follows. 
These load swings have worsened over time; historical monthly peak demand has been 
growing at three times the rate of the historical monthly minimum demand. This presents 
difficult control problems for FPC's Energy Control Center (ECC). The North American 
Electric Reliability Council (NERC) requires all utilities to maintain control over their 
generation resources. Without proper control over generation resources, system reliability 
and security are at risk. The ECC must maintain scheduled power flows into and out of our 
system on a real time basis utilizing very stringent criteria. 

Principally, minimum load conditions are increasingly onerous for the ECC who must also 
be prepared to economically serve the peak load later the same day. FPC's base load 
capacity at minimum load control conditions (which are under revision) added to the 
contracted cogeneration capacity can be greater than many of the minimum load conditions, 
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yet that same base load capacity will be needed to meet the peak hours later in the day. 
FPC has ongoing negotiations with QFs to reduce their off-peak generation at no additional 
cost to FPC. If the QFs reduce their total output from 1.100 MW to 400 or 500 M W  
through scheduling and dispatch, then this minimum load condition will be mitigated except 
during extreme system conditions. 

i Load Curve f o r  21-DEC-93 1 
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Financial Concerns 

Currently, there are no financial incentives given to utilities for conservation programs 
(including cogeneration) in Florida. Recent FPSC and legislative attempts to include 
conservation incentives have been delayed or canceled. At the same time, there are no legal 
road blocks to prevent future implementations of conservation incentives. 

Some industry analysts oppose financial incentives to encourage utilities to purchase supply 
resources, and cites competitive procurement as the answer. Competitive procurements only 
provide financial incentives for the customers of the utility. Some QFs have proposed a 
shared rate of return methodology in which any income over a specified rate of return would 
be shared between the utility and the QF. However, all benefits from this type of 
arrangement, including purchases, usually result in savings by the utility customers. FPC 
leased a retired plant to a QF developer using this approach. This lease has been 
terminated at the request of the QF developer. 

19w-ly98 s Flonda Power corpomclon uategx PIannm g 
February 1,1994 Page 21 

490211 



Presently,. QF purchases potentially provide incentives for the customers and QFs. 
Incentives for utilities would have to be introduced to help offset some of the financial risks 
involving the utility. The 
customer and the utility would split the difference between the avoided costs and the 
contractual costs. Another method would be to tie the incentive payment directly to the 
performance of the contract (Utility Contract Management). A similar approach is presently 
being used in Florida for utility generation known as the Generation Performance Incentive 
Factor (GPIF). This gives the utility financial incentives or penalties for the actual 
performance versus expected performance of utility owned generation. 

A third approach would be a sale lease-back arrangement with the utility being the lessee 
and operator of the facility. This lease could also contain a fixed or negotiated buy out price 
at the conclusion of the lease, or be structured as a lease purchase. 

Financial incentives for the purchasing utility need to be implemented to mitigate some of 
the financial and operational risks involved in purchasing QF capacity. Such, incentives 
would make QF purchases more attractive to utilities. 

1. Bond Rating 

These incentives could include a shared savings approach. 

An additional concern is the impact on FPC's financial bond rating due to purchases 
such as QF, IPP, and inter/utility purchases. Currently, purchases from IPP's, EWG's 
and utilities are voluntary. 

By 1997, cogeneration purchases will account for 12.0% of FpC's total capacity. 
These contracts are based upon FPCs avoided cost on TECOs pulverized coal units 
(309 Mw), FPC pulverized coal units (692 MW), or a distillate peaker (75 MW). 
FPSC rules require that they approve all cogeneration contracts and that the costs 
must be at or below the avoided cost approved by the FPSC at the time of approval. 
me's contracts range in term from 10 to 30 years with a weighted average maturity 
of 25 years. 

Purchased power contracts have become a significant percentage of the capacity of 
many electric utilities, therefore the bond rating agencies have examined the impacts 
of these contracts more closely. Standard & Poors (S&P), Moody's, Duff & Phelps, 
and Fitch have all recently issued pronouncements on purchased power. The rating 
agencies consider the capacity payments to be long-term f i ed  contractual obligations 
to be treated similar to a lease. Additionally, they consider these off-balance sheet 
debt obligations to have no benefit to reward utility equity-holders for taking risks. 

S&P's approach appears to be the most logical and consistently applied. However, 
S&P has recently downgraded VEPCO and SoCal Ed and has begun publishing the 
debt to total capital ratios and the pre-tax interest coverage ratios adjusted for 
purchased power on credit reports for many utilities, including Florida Power and 
Light. The ratios are being published primarily where purchased power exceeds 15% 



) 


of the total generating capacity. See Appendix 5 for S&P's analysis of a utility buy 
versus build · de·cis ion. 

S&P applies a debt equivalency or risk spectrum from U to 100% to the obligation 
of the purchased power contract. The risk factor is determined by several factors. 
Under the most favorable determination, S&P's methodology would add a 10% risk 
factor for all of FPC's OF and purchase contracts. S&P applies a 10% discount rate 
(which it assumes to approximate a utility's average cost of capital) to determine the 
net present value (NPV) of these off-balance sheet obligations. This would impute 
$317 million of debt in 1994, rising to $356 million in 1998. The figures in Table 1 
are calculated in millions: 

Table 1 

Imputed 
Debt 

NPVo( NPVo( @1O% Interest 
QF Purchase Risk Expense 

Contracts Contracts Total Factor @1O% 

1994 2,657 512 3,169 317 32 

1995 2,834 527 3,361 336 34 

1996 2,932 512 3,444 344 34 

1997 3,009 496 3,505 351 35 

1998 3,079 480 3,559 356 36 

This imputed debt raises FPCs total debt to capital ratio to approximately 50% and 
the pre-tax interest coverage to an average of approximately 3.2 over the next five 
years. The figures in Table 2 show these ratio for the next few years, as well as the 
rating criteria from AA and A bonds. 
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Table 2 

Unadjusted (I) Adjusted 

Pre-Tax Inl. Total Debt! Pre-Tax Inl. Total Debt! 
Coverage Total Cap. Coverage Total Cap. 

1992 3.65 45.2% 

1993 3.67 48.8% 

1994 3.72 46.3% 3.11 50.9% 

1995 3.90 45.8% 3.22 50.6% 

1996 4.00 44.7% 3.29 49.7% 

1997 4.09 44.1% 3.35 49.0% 

1998 3.91 45.0% 3.23 49.8% 

AA >3.5 <47% >3.5 <47% 

A >2.75 <52% >2.75 <52% 

(1) Assumes $280 million ot new equity from 1994-98, including $130 million in 1994 

The market is currently giving much less credence to the methodologies of Moody's 
and Duff & Phelps. Moody's approach would impute a purchased power debt 
component of S2.2 billion in 1998, while the Duff & Phelps figure is $1 billion. Both 
of these imputed debt totals are substantially higher than the totals using the S&P 
methodology. 

The financial impacts of the S&P adjusted ratios imply a potential bond rating 
downgrade, and the other rating agencies are likely to follow S&P's lead. A 
downgrade from the current AA- rating to A+ would add approximately 10 basis 
points to Florida Power's first mongage bond cost in the current market environment. 
This translates into approximately S372,OOO on the cumulative $372 million of first 
mongage bonds projected to be issued in 1994-1998. A downgrade from A-I + to 

A-I would not likely add materially to Florida Power's commercial paper cost. 

This potential downgrading would impact Progress Capital Holdings by causing a 
downgrade from A to A- for medium-tenn notes. This would add approximately 15 
basis points to the medium-tenn note cost in today's market. The points equate to 
approximately S150,OOO on the cumulative $100 million of projected medium-tenn 
notes to be issued in 1994-1998. A likely downgrade from A-I to A-2 would add 
about 15 basis points to Progress Capital Holdings commercial paper cost. This 
equates to approximately S315,OOO on an expected average commercial paper balance 
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of a.bout $210 million. Any future downgrade to BBB will cause a loss of financing 
flexibility thereby intensirying pressure to maintain at least an A-2 commercial paper 
rating. 

2. Cost Effectiveness 

With the exception of one 74.9 MW contract (Panda), all the OF contracts signed 
since 1990 are based upon a pulverized coal plant as the avoided unit. These 
contracts represent over 790 MW and were signed at a time when natural gas prices 
were forecasted by FPC to be much higher than reflected in current forecasts. 

A comparison of FPC's natural gas price forecast prepared in 1990 vs. the forecast 
prepared in 1993 follows. As can be seen, the current forecast is significantly lower 
than that produced in 1990. 

In 1990, natural gas was considered a somewhat limited resource, inflation 
expectations were relatively high, and oil prices were expected to be controlled by 
OPEC. All these factors led the industry to expect significantly higher prices in the 
future. 

By 1993, expectations had significantly changed. Actual prices in the market had not 
grown to the levels previously forecasted, inflation was lower than expected, and 
OPEC control of the oil market was perceived to be moderate rather than strong. 
Several extensive industry studies have documented a larger resource base of natural 
gas than was previously perceived to be available, and technology has lowered the 
cost of resource development. These factors have led to a significantly lower forecast 
of natural gas prices. At the same time, the expected price of coal was also lower. 
but not as dramatically. The result is a much lower differential cost spread between 
natural gas and coal; one of the factors which has changed FPC's plans for future 
generating capacity from pulverized coal units to natural gas fueled combined cycles. 

It should be noted that the fuel cost of contracts based upon a statewide avoided unit 
are based upon the price of coal delivered to TECO's Big Bend #4 plant. This coal 
contains three times as much sulfur as Crystal River 1 & 2 coal but costs TECO 
approximately 10% more. 

Based upon the 1993 forecasts, the cogeneration contracts are currently need to be 
reduced by 4% (low gas forecast) to 24% (high gas forecast) assuming a discount rate 
of 8.81 %. An analysis can be seen in Appendix 1. 
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Natural Gas Price Forecasts 

111.50 
/.. 

,,-~ 
110.50 


- . - HERA 119931 

19.50 

-	 - FPC 119931 
IB.50 

--0-- FCG 119931 
17.50 

~ 	
{r-- FPC 119901 --- . 

16.50 	 ----_.:E.. u 	 .------
15.50 	 -~ 

14.50 • 	 • -- " 

.. ..-	 .--13.50 

12.50 ~-.----- ---------I 
" 	

---

~ 

11.50 	 - I t- 1- 

1993 1994 1995 1996 1997 199B 1999 2000 2001 2002 2003 2004 2005 2006 2007 200B 2009 20 10 

Y.lr 

...
.. 

~ 

I 



L
 El s 00

 
0

 

0
0

 

i
 

I i 



The table below shows the comparison of the total cost per MWh of QF capacity versus the 
total cost per MWh of a natural gas combined cycle plant. 

Accounting 

The Securities and Exchange Commission (SEC) and various rating agencies are expressing 
serious concerns regarding the ramifications to an electric utility when it enters into a 
purchased power contract. These ramifications are defined as financial and business risks, 
regulatory risks, unit availability and/or capacity factor, involvement in construction and/or 
operation, credit ratings, and capital costs. As a result, the rating agencies are beginning 
to make pro forma adjustments to tixed charge coverage ratios and leverage ratios in order 
to compensate for the risks associated with these purchased power contracts, and the SEC 
is reviving its scrutiny of these contracts and pressing the electric industry for more in-depth 
disclosure in the management discussion and analysis and footnotes to the financial 
statements. In some cases, the SEC is requiring the actual recording of the obligation on 
the financial statementS. 



Characteristics of Purchased Power Contracts 

Purchased Power Contracts vary widely in terms and conditions. However, there are certain 
terms and conditions that have financial accounting and disclosure requirements. Some of 
these contract conditions include: 

Requirement to Purchase - Covers the output of a specific generating unit or group of 
units. Typically a large percentage, if not all of the output. 

Long Term Nature - Frequently covers the useful life of a specific generating unit. 

Capacity Payments -Typically expressed in terms of a specific dollar amount per kilowatt 
of capacity which must be paid regardless of whether the utility purchases any energy 
from the QF. In most contracts a distinction is made between firm capacity and as- 
available capacity . Accounting implications result from the close relationship between 
capacity payments and the QF's debt service. 

Dispatchability - Allows the purchasing utility to determine if there is a need for power 
on a real-time basis. 

Regulatory Recovery/Regulatory Out Clause - Determines the financial risk associated 
with purchased power contracts. If regulatory recovery is timely @e. a cost recovery 
clause) and if the contract allows the purchasing utility to cancel the contract at any time 
that the regulatory body disallows recovery of the purchased power cost in rates, then 
financial risk is reduced. This clause is in most of FTCs cogeneration contracts and 
represents 98% of Fpc's capacity commitments on a net present value basis. 

# 

Because of these conditions, purchased power contracts either represent a significant 
executory contractual commitment or, in other instances, an outright liability (Capital Lease) 
of the electric utility which should be reported on the financial statements. 

Executory Contract or Capital Lease 

When a purchased power contract is accounted for as an executory contract, it is included 
in the operating expenses of the income statement rather than being treated as a long term 
liability. The purchasing utility is required to make significant disclosures in the footnotes 
to its financial statements, as well as disclosure in its management discussion and analysis. 
If the purchasing utility is required to account for the purchased power contract as a capital 
lease, then the present value of its obligation under the contract is recorded as long-term 
debt with a corresponding asset (the generating unit or units) reported along with other 
utility assets in its financial statements. 



The required disclosure includes certain aspects of the Terms of the Purchased Power 
Contract. For example, the date of expiration, the utility's share of output purchased, the 
annual cost of power, the annual minimum debt service (capacity payments), the aggregate 
remaining capacity payments under the contract (for each of the succeeding five years) , the 
nature of the variable payments (energy payments) under the contract and the amount of 
the contract payments for years being reported on. 

Some of the features of a purchased power contract that distinguish the contract as a capital 
lease rather than an executory contract include specificity, purchaser risk, 
purchaser/operator, renewaypurchase options. Specificity is defined as the source of the 
generating facility that makes the power available and the amount of power made available 
to the purchasing utility from the generating facility. Purchaser risk includes construction 
risk (Le purchasing utility contracts for power before the facility is built and the price of 
power is dependent on construction cost) and operating risk (i.e amount of fixed payments 
as compared to the potential reliability of the generating unit and price dependent on 
unforeseen changes in O&M costs, such as fuel). 

Accounting and Financial Disclosure Guidance 

A review of the authoritative accounting literature indicates that there are few 
pronouncements dealing with purchased power contracts. The two primary pronouncements 
are SEC Staff Accounting Bulletin No. 40, Topic 10D "Long -Term Contracts for Purchase 
of Electric Power", and Statement of Financial Accounting Standards No. 47 "Disclosure of 
Long-Term Obligations" ("FAS NO. 47'). In addition, the electric utility industry is being 
directed by the SEC to consider the following accounting pronouncements when evaluating 
accounting andor financial reporting obligations: FAS No. 5 "Accounting for 
Contingencies", FAS No. 13 "Accounting for Leases", and FAS No. 105 " Disclosure of 
Information about Financial Instruments with Off-Balance Sheet Risk and Financial 
Instruments with Concentrations of Credit Risk". 

Accounting For Purchased Power Contracts at FPC 

As of December 31,1992, FPC had entered into long-term purchase? power contracts with 
non utility electricity generators for 1,086 megawatts of capacity. In most cases these 
contracts account for 100% of the generating capacity of each of the facilities. 

The expected annual capacity payments for the next five years (1993-1997) range from $24.6 
million in 1993 to $231.1 in 1997. If all units were to come on line as contracted, FPC 
would incur $11.4 billion in capacity payments over the period of 1993 through 2025. The 
present value of these payments discounted at 10% is $2.7 billion. 



On September 10; 1993, pursuant to a FPSC Notice of Proposed Rulemaking, FPC filed 
comments and supporting testimony concerning proposed amendments to Rules 25-22.081 
and 25-22.082, FAC. The central issue in the proposed rulemaking revolves around what role 
competition should play in the acquisition of new generating resources in Florida or "buy vs. 
build'. The objective is to strike a balance between encouraging the cost savings which may 
be available through competition while recognizing the utility's obligation to serve and 
ensuing responsibility to plan, develop and manage its generating resources. FPC's 
comments and direct testimony is attached as Appendix 10. 

FPC currently accounts for these costs on its books and records as executory contracts and 
not capital leases. This decision is based upon a review of many factors, including the terms 
of the contract, the share of plant output being purchased by FPC and control of the output 
(dispatchability). Please see Appendix 9 for a complete list of the factors. FPC shares the 
results of its review annually with KPMG Peat Marwick and discusses changes that have 
occurred in each contract in order to assess that the current accounting practice is in 
compliance with SEC guidelines. 

The SEC is considering changes to the accounting rules pertaining to power purchase 
agreements. 

Rate hpcts 

Cogeneration payments will add significantly to FPC's rates in the future. A more detailed 
discussion on the rate impacts of cogeneration contracts will be provided in the integration 
of the strategic planning process. 

QF capacity payments are calculated based upon value of deferral methodology. This 
methodology calculates the annual value of defemng the need to construct new capacity. 
The value of deferral cost therefore stam lower than traditional revenue requirements but 
increases at approximately 5% per year. These payments were calculated using a discount 
rate of 9.96%. This rate is higher than current rates and adds to the dramatic increase in 
capacity payments Over time. Traditional utility revenue requirements start higher than 
value of deferral payments but decrease over time reflecting the high capital cost of 
generation. See accompanying graph. 

# 
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Tax Impacts 

Bay County has opted for early capacity payments as allowed by state law. These early 
payments began in March 1988 for an avoided unit with any in-service date of January 1995. 
FPC has previously been advised by its outside tax counsel that early payments made to Bay 
County beginning 1988 were in the nature of a payment for a future benefit and not 
currently deductible. FPC Tax Administration Department it currently c7nsidering pursuing 
a current deduction for these capacity payments through the IRS Appeals process. The 
argument is that benefit for capacity i s  received over the term of the contract, beginning in 
1988. Wc's liability for capacity payments is tied to a minimum performance standard by 
the QF. If this standard is not met, no capacity payments are owed. 

Because of QF generation, FF'C is able to defer construction of generation facilities. In fact, 
in planning future generation needs, FPC takes into account the 11 MW from Bay County 
in much the same way that it considers generation from its own plants and counts on this 
generation from 1988 through 2012. 

Buying Out or Buying Down b t i n g  OF Contracts 

The buy out of one or more cogen projects represents one possible alternative to solving the 
operation and financial problems associated with F'PC's cogeneration contracts. However, 
complex methodology, negotiating, liability, and rate issues must be resolved before a buy 
out can be accomplished. Although all these issues are important, there are three elements 
of a buy out that are critical; viability, price and rate recovery. 

The buy out option could apply to either an existing unit (defined for purposes here as one 
that is completed or well under construction) or to a contract for power from a future unit. 
Ejdsting and future cogeneration units selling power to FPC fall into three groups, including 
(1) county-owned facilities burning solid waste (garbage burners), (2) natural gas fired 
combined cycle units with a steam host (CCs), and (3) a few small units that bum non- 
conventional fuels (wood/tire burners). CC units on natural gas represent the largest single 
group among these, representing a total of approximately 850 MW of generation capacity. 
As a result, for simplicity the following discussion will assume the buy out of a CC unit, but 
the arguments would generally apply to the other types of units as well. 

If FPC purchased an existing cogeneration unit, it is expected that the transaction would 
include the assumption of certain contracts by FPC, including obligations to the steam host, 
if any, and to fuel suppliers. As a result, although FPC would then have discretion over unit 
dispatch, it would also be placed in a position to directly experience the economic penalties 
resulting from any reduction in the capacity factor of the unit. These penalties would 
include the effects of take-or-pay gas supply and transportation contracts and the cost of 
providing replacement steam to a steam host. It would be expected that FF'C would take 
action to mitigate the size and duration of any penalty for reduced dispatch based on the 
planned mode of operation of acquired units. 
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The price paid for an existing combined cycle cogeneration unit on a $/KW basis may be 
higher than that of an equivalent amount of capacity designed purely for electric generation. 
The cogeneration function of the plant requires investment in steam production and delivery 
facilities, with the cost of this investment offset by steam sales. AJso, the price paid in a buy 
out may be expected to reflect the going concern value of the plant and contracts for sale 
of output in addition to the book value of the facilities. The book value of six existing CC
based cogeneration projects (as defined above) taken together may be approximately $400 
million, representing 480 MW of capaciry. 

A buyout price depends on project-specific risks and circumstances, after-tax discount rates 
between 15% and over 20% have been employed by many utilities to calculate a net present 
value (NPV). This NPV may have been further discounted for risk if key pennits or other 
project elements were not in place. This NPV was interpreted as the value of the project 
to the cogenerator and the minimum buyout price. 

The potential change in utiliry costs due to a tennination has been calculated by FPC and 
other utilities by running a costing model and without the cogeneration project in operation. 
No utiliry has so far actually estimated the impact of a buyout on retail rates. A 
demonstration of substantial cost savings at the production cost level has appeared sufficient. 

After forecasting power costs with and without the cogenerator, the forecasts are compared 
to measure potential COSt or ratepayer savings for state commission approval. Utilities have 
made this comparison in both undiscounted and discounted tenns. Undiscounted savings 
for equal total cost under the PPA (Power Purchase Agreement), less total cost to replace 
the power, less the amount paid to the developer to tenninate the PPA Discounted savings 
are calculated by the same fonnula, however, present values are employed rather than 
undiscounted totals. To calculate present values, the discount rate most often employed has 
been the utiliry's cost of capital which is between 9% and 12%. 

The discount rate employed to calculate NPV is potentially controversial. Utilities and State 
Commissions have not yet debated using the ratepayer's or some other discount rate. 
Ratepayer's discount rates are typically below the utiliry's cost of capital, and using a lower 
discount rate will cause the present value of savings to rise. 

The discussion of the buyer's and seller's perspectives above leads to the minimum and 
maximum prices under which a buyout makes sense to both the developer and the utiliry. 
Agreeing on a price between these extremes is the challenge of negotiations. Other utilities 
have commented that this has been the most difficult aspect of the buyouts they completed. 

The minimum price is set by the developer; it is the value of the project if development 
proceeds. The maximum price is set by the utiliry; it is the price at which risk-adjusted 
ratepayer benefits are zero. Any price agreed on between these two is a winlwin for the 
developer and the utility. Both are better off than if the project had gone into service. The 
task of negotiation is to detennine the sharing within this win/win zone. 
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After establishing a purchase price, the capital reqliirements for FPC to buy out a given 
project may depend on FPC's ability to assume project debt versus issuing new first 
mortgage bonds to refinance project debt. The existing debt for a project may need to be 
refinanced due to terms and restrictions of the existing debt, or conflicts between.the existing 
debt and FPC's first mortgage bond indenture. However, there may also be prepayment 
penalties for retiring existing project debt. Most of the buy outs completed to date involve 
a single cash payment to the developer, although buy outs could be accomplished utilizing 
several payments to the developers. 

Another issue effecting utilities is prudence reviews and cost disallowance by state regulatory 
commissions. Several utilities have expressed the view that a failure to evaluate and pursue 
economical contract restructurings may be interpreted by a commission as a breach of 
fiduciary duty and lead to purchased power cost disallowance. 

The basis for favorable regulatory treatment of a buy out transaction will be a demonstration 
that the buy out alternative is more cost effective to customers than the existing power 
purchase contract. The FPSC has returned favorable rulings in cases where fuel contracts 
have been bought out by both Tampa Electric and Gulf Power when a savings to customers 
due to the buy out has been demonstrated. Another State commission has disallowed 
recovery of buy out costs on the commission's assessment of the viability of the NUG 
project. 

Cogeneration units that produce both electricity and steam are generally structured to 
recognize the electric output as being the more valuable product. In order to attract a 
steam host, steam may be priced at a level that does not fully support the investment in 
steam producing facilities. Such a shift in revenue allocation relative to cost is immaterial 
to the existing cogeneration owner, but may pose a problem for FPCS regulatory treatment 
of this investment if it is perceived by the FPSC as a subsidy to the steam host. 

To date, most buy outs by other utilities have occurred in areas with little near-term need 
for capacity. Accordingly, avoided cost projections have focused on energy alone. 

An alternative to a buy out is to lower the payments to the QF's (buy down). The above 
discussion relates to both buy outs and buy downs. A buy down may be a more attractive 
alternative than a buy out considering F'PC's circumstances. The buy down payment to the 
developer could be distributed over many years and not structured as a single payment. 

# 

Tax Implications of Buy Outs 

The tax ramification faced by FPC in buying out its contract obligation to purchase electricity 
from co-generators is whether such expense of the buyout is ordinary and necessary business 
expense and, as such, is deductible under Internal Revenue Code (Code) Section 162 or 
must be capitalized under Code Section 263. 



Recently, three private letter rulings (PLR) addressed the tax issues involved when a 
taxpayer negotiates a buy-out of a long-term supply contract. In PLR 9334005, the taxpayer 
(a public utility) entered into an agreement and mutual release from a burdensome long- 
term coal supply contract whereby the taxpayer paid the coal company a large sum of money 
for such release from the contract. However, the taxpayer immediately proceeded to enter 
into a new, more favorable contract for the purchase of coal from the same coal company. 

The Internal Revenue Service (Service) ruled that the termination of the old contract and 
the execution of the new contract are not separate events. Rather, they are part of a single 
overall plan. The taxpayer’s testimony before the state utility commission describing the 
settlement agreement and the termination agreement indicated that both the new agreement 
and the termination agreement were components of the settlement, and that the settlement 
agreement with the coal company resulted in substantial rights and benefits to the taxpayer. 
Thus, the Service ruled that benefits from the settlement extended over the life of the new 
contract and the monies paid by the taxpayer for settlement had to be capitalized under 
Code Section 263. 

However, in PLR 9240005 and PLR 9123004, a favorable ruling was issued by the Service 
to the taxpayers because the facts were somewhat different. In both cases, the taxpayers 
(regulated public utilities) had entered into burdensome high-priced coal contracts in earlier 
years and negotiated a “buy-out’‘ of such contracts. The taxpayers did not negotiate new coal 
contracts with their previous coal suppliers and looked only to the spot market for future 
coal purchases. 

The Service ruled in both abovementioned rulings that the payments made to the coal 
producers to terminate the coal supply contracts were made to reduce expenses, rather than 
to secure a more favorable contract with the coal producer. Therefore, the Service held that 
the contract termination payments were ordinary and necessary business expenses deductible 
under Code Section 162. 

Alternately, purchase of the assets of a cogeneration facility is treated differently. The 
purchase of such a facility would be the purchase of a trade or business. The purchase price 
paid for the assets of the facility would first be allocated to the tangible real and personal 
property of the facility [based on fair market value (FMV)], and depreciated accordingly. 
Any amount of the purchase price exceeding the FMV of tangiile real and personal 
property would be considered intangible assets and amortized over 15 years, under Code 
Section 197. 
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Therefore, the amount paid to terminate a burdensome high priced contract may result in 
an ordinary and necessary business expense and be currently deductible under Code Section 
162, if it can be shown that the termination of the contract was intended to reduce cost 
rather than secure some future benefit according to Private Letter Rulings. Recently, the 
IRS has been very aggressive in imputing future benefits to taxpayers resulting from business 
transactions as a basis for capitalizing expenses. 

Note: Holdings in Private Letter Rulings only apply to taxpayers requesting the ruling. 
Other taxpayers can use only as substantial authority to avoid penalties. 

Regulatory Treatment 

There appears to be two basic approaches to the regulatory treatment of an FPC-owned 
cogeneration unit. One approach is to include the entire cogeneration investment in FPC's 
electric rate base, including assets devoted to both electric generation and steam production. 
Revenues from steam sales are credited to the fuel adjustment to reduce the net cost of fuel 
for the unit. Assuming sufficient steam sales revenue, the cost of power from the unit 
should be fully recoverable. This is the regulatory methodology employed for FPC's 
University of Florida cogeneration unit. For this unit, the price of steam is initially low then 
escalates in future years. This revenue pattern results in an initial subsidy by electric 
ratepayers to the steam host which is reversed later in the life of the project. 

A second regulatory treatment for utility-owned 'cogeneration facilities would treat the 
electric side of the plant as a traditional regulated generation plant investment and the 
steam side of the project as a non-regulated investment. This method would allocate 
revenue, expense and investment between electric and steam operations and require that 
each side of the plant operate financially on a stand-alone basis. 

fi 

The regulatory treatment which puts the entire cogeneration investment in rate base and 
treats steam revenues as a credit to fuel is simpler and would generally be preferred by FPC. 
However, such an investment would either have a substantial negative impact on earnings 
or require a rate case to provide for recovery of the investment. After a buy out, it is 
expected that the unit would run on the FPC system subject to economic dispatch. The 
definition of economic dispatch for an acquired unit may depend on both the characteristics 
of unit and the regulatoxy treatment it is afforded by the FPSC. The economics of any given 
cogeneration project would be different under economic dispatch versus the existing 
operating mode which,maximizes the capacity factor of the unit. Estimates of generation 
costs for candidate cogeneration projects after a buy out will be essential to the 
demonstration of overall cost effectiveness for the proposed buy out. 

In principle, the option would exist to continue operation of the unit or to decommission it. 
It is not expected that decommissioning would be an attractive option because FPC would 
be purchasing relatively new combined cycle capacity and would continue to need the 
capacity to meet system load requirements. Regardless of the price paid in a buy out, after 
FPC takes ownership, that price is a sunk cost. Thereafter, the value of the capacity to the 
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FPC system would be based only upon the costs and operating characteristics of the unit 
relative to other generation alternatives. 

Regulatory Impacts 

Regulatory risk of the existing QF contracts in Florida is virtually nonexistent because the 
FPSC and Florida Legislature have encouraged contracts for capacity with qualifying 
facilities and all contracts are pre-approved by the FPSC. With the exception of one 
contract, all others have a regulatory out provision which provides for renegotiation of 
payments to a level that is allowed for recovery as well as a refund of disallowed payments 
from the QF. It should be noted that neither FPC or the QF can evoke the regulatory out 
provision and must defend the contract as stipulated in these contracts. 

With the exception of certain disallowances associated with self-dealin no disallowance of 
payments to the QF have occurred to date. It is not expected that 8 F payments will be 
contested by state commissions, since contracts with QFs are governed in part by federal law 
and generally have the support of state commissions. 

At FPC, approximately 90% of the fuel and capaci costs are regulated by the FPSC and 

fully recoverable through the fuel adjustment clause and the capacity cost recovery clause 
at the FPSC. The fuel adjustment at the FPSC is updated every six months, or sooner if 
necessary. The remainin ca aci and non-fuel costs are recovered at FERC in annual rate 

Termination of QF Contracts 

the remaining 10% is regulated by FERC. The 90 ? o of the capacity and energy costs are 

cases. See Appendix 7 B P z [  or ER audit ' .  rulings. . 

In general, contracts can be unilaterally terminated only under circumstances, such as the 
following: 

- Material breach or non efiormance - One party prevents pe 2 onnance by the other - Fraud - Mistake (both parties) - Duress, coercion, or intimidation - Impossibility of performance - Failure of consideration - Substantial frustration of the principal purpose of the contract 

Unjust enrichment is a concept used to terminate, rescind, or modify an oral contract when 
one party unjustly benefits from the contract However, the concept of unjust enrichment 
does not apply to written contracts such as FF'C's cogeneration contracts. 

While public service commissions have significant authority to remake contracts in the 
regulated utility area, as a general matter, a contract is not contrary to the public interest 
simply because it is unprofitable to the utility that entered into it. Likewise, FERC's 
PURPA regulations, adopted by the FPSC, provide that approved QF rates do not become 
unjust and unreasonable because the utility s avoided cost at the time the QF comes into 
service is different than the utility's avoided cost at the time the QF contract was entered 
into. 
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CURRENT QF STRATEGY 

Need For New Capacity 

The desirability of Florida Power Corporation buying out its existing cogeneration contracts 
is highly dependent upon FPC's need for additional generation capacity. In turn, the need 
for capacity is a function of several major assumptions. These include: 

The Long-Term Demand and Energy Forecast. 

The approved additions and retirements of FPC's generation capacity. 

The planned additions and maintenance of FPC's Demand-Side Management 
(DSM) programs. 

1. 

2. 

3. 

Depending upon what assumptions are made, FPC's need for capacity can vary a great deal. 
The Load and Capacity Report in Appendix 11 provides the details of FPC's need for 
capacity through 2003 for strategic planning purposes. (Generally, FPC's need for capacity 
is driven by a need to satisfy the 15% winter reserve margin. Additionally, all results must 
be verified to ensure that the 0.1 daysbear Loss of Load Probability criterion is not 
violated.) 

The Load and Capacity report assumes that DSM programs are expanded by 40 MW each 
year from 1993 levels, the Siemens and Polk County units are completed on schedule, the 
Turner and Higgins steam plants are placed in extended cold shutdown, and all 1,100 MW 
of cogeneration comes on-line as planned. 

The column of the Load and Capacity report titled "New FPC capacity (MW)" indicates the 
capacity additions necessary to maintain the 15% winter reserve margin. These capacity 
additions are not cumulative, therefore the additions are those required for each year. 
These results identify a need for additional capacity in the winter of 1999/2ooO, as well as 
in the winter of 2001/2002. 

If the present DSM programs are modified, FPC could require additional capacity by the 
end of 1999. This would mean that the cancellation of a purchased power contract would 
cause a need to build or buy additional capacity. With the current WSC position on 
bidding, it is highly likely that this new capacity need would be met through a competitive 
bidding process. 

The elimination of any of the existing cogeneration contracts could cause a need for 
additional capacity. A possible buy out proposal should consider the cost involved in 
replacing the existing capacity. The need for new capacity makes a buy out very difficult. 
In states were cogeneration buy outs have been successful, no replacement capacity has been 
required. 



Operational Strategy 

The energy needs from QFs is variable with load, maintenance outages, and fuel costs. 
When only variable energy costs are considered in production cost simulation studies, the 
various cogeneration contracts dispatch at approximately a 70% capacity factor. This is less 
than the contracted capacity factor, but significant nonetheless. At minimum load conditions, 
hourly deterministic computer simulations have shown a need to load follow (adjust 
cogenerator output to the system load) as well as cycle (turn cogenerator off or on) on a 
daily basis. 

Ideally, FPC would schedule, dispatch, and operate the various cogenerator units in the same 
manner its other plants are operated/dispatched. There is a certain need to load follow with 
at least 300-600 MW of cogeneration capacity over the course of a typical day. Additionally, 
there is a fast approaching regular need to cycle some cogenerators and FPC base load 
capacity during minimum load hours (Le. 2 AM to 6 AM). When these cogeneration 
contracts were negotiated it was forecasted that load, including minimums, would increase 
at a higher rate than has actually occurred. In addition, it was anticipated that the economic 
incentives for not generating during low load conditions would also address these concerns. 

Since the various cogenerators have a wide cost structure range, some would elect to 
generate energy even when FPC's as available costs are as low as $16/MWh. Therefore, 
many of the cogeneraton would not voluntarily curtail their output. 

FPC has been engaged in renegotiations with some cogenerators, without additional costs 
to FPC's ratepayers, to obtain dispatch and scheduling or cycling rights. Niagara Mohawk 
and PG&E have been forced to pay QFs to obtain dispatch rights during minimum load 
periods utilizing an auction type approach. FPC is actively pursuing these negotiations 
through the FPSC rule 25-17.086 "Periods During Which Purchases Are Not Required. This 
regulation has limited application during extreme conditions only. The implementation of 
this regulation by FPC would undoubtedly result in immediate cogenerator litigation. The 
regulation speaks to curtailments when "due to operational circumstances, purchases from 
qualifylng facilities will result in costs greater than those which the utility would incur if it 
did not make such purchases, but instead generated an equivalent amount of energy itself." 
However, the same regulation requires the utility to verify the claim to the FPSC on each 
occurrence. FPC has decided to implement an actual curtailment prior to a hearing at the 
FPSC. It has not been determined if FPC waived certain rights by signing contracts with the 
various parties. 

The cogeneration contracts based on a FPC avoided coal unit (62% of the total QF contract 
capacity) receive firm energy payments when a unit of this type would have been scheduled 
on. FPC is currently negotiating certain dispatch and scheduling rights during these hours 
which will result in a very limited requirement (if at all) to cycle any of FPC's coal units. 
These include Orlando CoGen (79.2 MW), and Auburndale (114.2 MW). Also, FPC has 
concluded negotiations with Tiger Bay (220 MW), Mulberry (110 MW), and Dade County 
(43 MW). Informal agreements have been made with Pasco Cogen (106 MW) and Lake 
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Cogen ( 107 MW) to curtail their output to 95 MW during off-peak hours . These 
negotiations have resulted in a to tal reduction of 200 MW to date. 

Financial Stra tegy 

1. 	 In order to maintain FPC's current bond rating, FPC could bring its total debt/total 
capital and pre-tax interest coverage ratios fo r 1994-1998 back into line with AA 
standards by issuing approximately $120 million of new equity. A new rate case 
would, therefore, be required unless O&M costs could be cut to recover the equity 
cost. The equity infusion would translate into an annual revenue requirement of 
about $15 million (assuming a 12% return on equity and a 7% interest savings credit 
to our ratepayers). The California Public Utilities Commission may have set a 
precedent by recently denying Southern California Edison's request for additional 
equity associ a ted with its power purchase contracts. In addition, competitive 
pressures to maintain low rates must be weighed against a potential rate case. 
FP&L, which has a similar amount of purchased power, has expressed a desire to 
avoid a rate case. This is not an issue with TECO, due to their minimal amount of 
purchased power. 

2. 	 Another alternative would be for FPC to petition the FPSC to collect an annual 
surcharge on our total capacity payments. This would avoid one time rate relief, 
thereby significantly reducing the burden to ratepayers. The surcharge could be 
collected annually through the Capacity Cost Recovery Clause. 

While this alternative does not immediately address S&P's imputed debt, the equity 
requirement could be accumulated over a period of 9 years with a 5% surcharge. 
This would result in an increase in our rates. Therefore, competitive pressures will 
probably make this alternative unattractive. 

3. 	 A third alternative is to buyout some of the existing OF contracts. However, it is not 
certain that buyout could be accomplished and, even if FPC were successful, it may 
not be soon enough to avoid rating agency impact (i.e. lowering of FPC's bond 
rating) . In addition, despite lower forecasts, a future capacity need is still projected 
and the FPSC would require the displaced OF capacity to be bid out. The purchase 
price for projects at or near completion would very likely be uneconomical, however 
the buyout of projects not yet under construction should prove to be Jess costly. 
Recently, projects that are complete have become available for buyout. 

FPC has evaluated the ownership implications of several existing cogeneration 
projects, including Auburnbdale, Lake Cogen, and Pasco Cogen. These evaluations 
have concluded that FPC ownership is not an attractive option at this time (because 
of the reasons discussed here as well as circumstances specific to each project ). In 
the case of Auburndale, for example, a purchase price of $90-100 million would be 
required for FPC to avoid an increase in rates due to the buyout. FPC has 
determined, that from Mission Energy's perspective, the project has a current value 
of$1 25 million to $140 million at a 15% nominal discount ra te . T herefore, the value 
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to FPC from a ratepayer neutral perspective, is substantially below the total 
estimated project cost of $150.8 million and Mission Energy's estimated hard costs 
to completion of $124 million. It was recommended that FPC adopt a "wait-and-see'' 
posture toward ultimately purchasing the project and adding it to the rate base. 
Expected negative cash flows during the initial years of operation may cause Mission 
Energy to experience enough of a financial burden to consider a larger discount than 
would be available now. 

Future contracts are those that have not begun construction of facilities, but may be 
at various stages of development relative to commitments for fuel, financing or 
equipment. The buy out of future contracts is probably only possible prior to the 
project making major financial commitments. FPC could approach the holder of a 
contract with a request to cancel the contract in exchange for a payment from FPC. 
If the offer were accepted, then presumably FPC would amortize the payment for 
accounting purposes, and petition the PSC for authority to set up a regulatory asset 
and recover the payment from ratepayers through the capacity cost recovery clause. 
Under the circumstances, this request would likely result in an investigation or audit 
of the circumstances that gave rise to the buy out payment. 

A demonstration of cost savings to the customer due to the buy out of a future 
contract will depend on the plan to replace the contracted capacity. The contract 
could be replaced by FPC owned capacity, a new purchased power contract based on 
a natural gas-fired combined cycle containing an economic dispatch provision, or, if 
the capacity is not needed in the same time frame, a plan to defer the addition of this 
capacity. 

A fourth alternative would be to pursue regulatory action to lower the price paid to 
the QFs. Some utilities have gone to court to lower the capacity payments on QF 
contracts without compensating the QF. These cases have not been successful for 
three reasons. First, general contract law does not allow changes to a contract 
because it no longer benefits one party. Second, public service commissions cannot 
declare a contract to be not in the public interest because is it unprofitable to the 
utility. Third, PURPA regulations provide that QF rates do not become unjust and 
unreasonable because the utility's avoided cost at the time the QF comes into service 
is different than the utility's avoided cost at the time the QF contract was entered 
into. 

A fifth alternative would be to renegotiate lower QF payments. This alternative 
would require FPC to offer a one time settlement to compensate the QF's for the 
lower payments. Potentially this settlement could be collected like the surcharge over 
several years or as a one-time payment (via the Capacity Cost Recovery Clause). 
The economics of this option may not be viable because of the required settlement 
but should be thoroughly investigated. 

4. 

5 .  



The total NPVof the cost difference between the cogeneration contracts and the cost 
for FPC to generate the same energy with combined cycle natural gas plants is shown 
in the table below. The table reflects the different rate of return that may be 
expected by the cogenerators and also utilizes the expected and high natural gas 
forecasts. 

25 % 

30% 

I I I $74,000 20% $406,200 J 
$304,500 $60,300 

$238,300 $51.400 

As demonstrated by the chart above, the negotiated discount rate and the fuel 
forecast utilized, dramatically vanes the buy down costs to the developer. In addition, 
buy down costs can be influenced by numerous other factors (e.g. interest rates, 
inflation, etc.). 

Two graphs follow that illustrates the effect of lowering the capacity or the fuel 
payment for the two major types of QF contracts. These are (1) contracts based 
upon an FPC avoided unit utilizing Crystal River coal and (2) contracts based upon 
a statewide avoided unit utilizing coal delivered to TECO's Big Bend 4 plant. These 
costs are plotted against the embedded cost of FPC owned generation and are for 
the year 1997. These graphs show the magnitude of payment reductions required to 
match FPC's embedded cost of generation. It can be seen from these graphs that the 
contracts based upon Crystal River coal require a 43% reduction in capacity 
payments to match FPC's embedded cost in 1997. Similarly, a 55% reduction of the 
capacity payment would be required for the contracts based upon TECOs Big Bend 
coal to match FPC's embedded cost. 



As an example, to reduce capacity payments for Pasco Cogen to match FPC's 
embedded cost (43%) would require a payment to Pasco Cogen of $46 million 
assuming FPC's expected fuel costs and a discount rate of 20%. The following table 
reflects required payment for Pasco Cogen with varying assumptions. Factors other 
than fuel forecast, including the cost of capital for the QF and the Q F s  financing, 
also effect the buy down price. 

Payment Required to R e d u a  Pasco Cogen's 
Capacity Payment to FF"s Embedded Cost 

NPV at Expected NPV at High 
Discount Fuel Forecast Fuel Forecast 

10% $88,700 $14,100 

15% $61,800 $10,400 

. 20% s46,OOo $8.400 

Rate ( S W )  (SOOo) 

25% 

30% 

$36,100 $7,100 

$29.400 $6.300 

A bar graph also follows which illustrates the comparative rise of the cost of 
cogeneration capacity and energy versus the rise of the cost of FPC's embedded 
capacity and energy costs. This graph shows the growing disparity between FPC's 
embedded cost and the cost of cogeneration contracts. 
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RECOMMENDATION 

Florida Power Corporation must continue to address the financial and operational impacts 
placed upon it by cogeneration contracts. This means taking any actions available to 
minimize the negative impacts these contracts may have on FPC and our ratepayers. These 
actions include: 

* 

* 

* 

* 

* 

The resources need to be assigned to properly evaluate and implement, if feasible, 
all of the options available to increase the cost effectiveness of the QF contracts. 
These contracts pose a significant threat to FPC's competitive position. 

Ensuring that any future cogeneration contracts reference the most economical 
avoided unit for the type of generation required. Most of the current cogeneration 
contracts FPC has are for base load coal units, because fuel forecasts reflected a 
higher cost for natural gas than industry expectations. Before additional non-utility 
generation is purchased, FPC's forecasts should be reviewed closely and compared 
with industry expectations. 

Ensuring that any future cogeneration contracts have full dispatchability. Currently, 
one FPC QF contract has dispatchability using automatic generation control (AGC); 
as experience is gained with this contract, future contracts will better define the other 
rights FPC requires (e.g. VAR dispatchability using AGC). 

Addressing the contractual term that have allowed all these contracts to all survive. 
These terms include: (1) the ability for the QF to adjust their capacity, (most current 
contracts allow a change of f 10%). In the future, only decreases should be 
contractually allowed unless otherwise negotiated with FPC; (2) the ability for the QF 
to change their fuel type. Past evaluations of cogeneration contracts have included 
fuel type to encourage fuel diversity; however, the contracts did not specify the fuel 
type to be used. As a result, many of the contracts have been allowed to combine 
and relocate utilizing mostly natural gas, thus reducing the fuel diversity. Future 
cogeneration contracts should specify the fuel type; (3) the lack of a defined amount 
of backup fuel. Current contracts do not specify the amount of backup fuel required 
by QFs if they do not have a firm fuel supply. A minimum of 72 hours of backup 
fuel should be required; and (4) the ability of the QF to include either variable O&M 
or 20% of the fuel cost in their capacity (fixed) payments. Past cogeneration 
contracts have included options which fix costs that are normally variable; this should 
not be allowed in future contracts. 

Continuing to obtain dispatch and cycling rights from as many cogenerators as 
possible through negotiations with no additional cost to FPC's ratepayers. Active 
enforcement of the purchased power contracts has provided some of the impetus for 
serious negotiation with the QFs. If necessary, obtain FPSC approval of a 
curtailment procedure for the eventuality that cogenerators will need to be cycled off 
during critical minimum load conditions. FPC has created a task force to address this 
eventuality. 



• 	 Review regulatory opt ions to impro'ie the cost-effe ctiveness of QF contracts based 
upon both statewide and FPC avoided units. The Legal Department is continuing 
to perform this review but to date has not discovered any viable options. 

• 	 Ensuring that any future cogeneration contracts do not allow the increase of capacity 
payments over those of the avoided unit. Most of the current cogeneration contracts 
call for a multiplier of the ratio of the commilled on-peak capacity factor to the 
minimum on-peak capacity factor of the avoided unit to be applied to the capacity 
payment. 

• 	 Maintaining low coal prices. The price of coal for Crystal River 1 & 2 and TECD's 
Big Bend 4 plant are the basis of the energy payments to almost all the contracts. 
Therefore, maintaining low coal prices lowers the cost of the contracts. FPC is 
reviewing methods to reduce TECD Big Bend 4 coal prices. 

• 	 Evaluating opportunities to buyout contracts should continue and be acted upon 
promptly. Past evaluations have not provided cost-effective opportunities to buyout 
a cogenerator; however, there are many factors affecting these evaluations which are 
ever changing (e.g. natural gas forecasts). 

With the passage of the Energy Policy Act of 1992 (EPACf), the future impact of QFs 
appears to be decreasing. The Exempi Wholesale Generators (EWGs) created by EPACf 
will likely have the ability to be less expensive and more flexible than QFs because they do 
not have to satisfy the PURPA requirements, including the steam host needs. Presently, 

J 	 utilities do not have an obligation to purchase from EWGs, unlike QFs purchases. However, 
the FPSC recently passed bidding rules for generation capacity addition. These rules require 
utilities to purchase from the lowest bidder regardless of whether they are a qualifying 
facility under PURPA, an EWG, or an Independent Power Producer (IPP). 
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Comparison of Rev. Requirements for CDgen Case vs. 5 Combined Cycle Case 
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1258,360 

RW. nw 
5 CC CMd Emor + O&M TOTAL 
nw. M. 
1~0001 

$63843 
t107P74 
$131,733 
$126.802 
$118,#43 
$1 14,416 
$109244 
$101.191 

191,162 
$69.13 1 
$61,111 
179,OSl 
$74,070 
869.048 
$64632 

~18,173 

nw. RW. 
110w1 

$93,365 
1187,993 
$236,015 
1240,445 
$249,64S 
8282,161 
$267,030 
8271,898 
8268.340 
$300.665 
4314,339 
$323,502 

1338.824 
$361,206 
$381.613 

t3za.120 

Row. Rq. 
I trnOI 

$141,228 
$296,467 
1367.748 
$366,047 
$368.692 
$376.580 
$376.274 
$362,090 
1388,513 
1391.737 
$403,470 
$407,613 
$408,211 
1413.694 

1426,145 
1420.255 

$81.044 8373233 8434.277 

$6,377,041 
$3.056.905 



1994 
1995 
1998 
1887 
1996 
I989 
2ow 
Zoo1 
2wz 
2003 
m4 
m 
2W8 
2W7 
Mo( 
2009 
2010 

Comparison of Rev. Requirements for Cogen Case VI. 5 Combined Cycle Case 

H i  Gu Prices 

RN. IkF 
l~oo01 

$69,066 
$105.820 
$215.798 
$231.097 
$242.848 
$255N1 
#ZUE,317 
$292,323 
$293,528 
$307,444 
1323,429 
$338Ao5 
$358.699 

$314,802 
1394.959 

$376.958 

Rw. R q .  
I8WOI 

8114,594 
$181,490 
8 178,725 
$183,488 

$206.810 
$213,381 
$220,389 
$226633 
$232282 
tz40pBo 
$239812 
$248.384 
$257,182 
$255,418 
$284,561) 

8 ~ 3 2 4 6  

Aw. R q .  
ItOOol 

$203,829 
$347.309 
$381.522 
8424.565 
$448.091 
ueo.8l I 
$481.878 
$Mn.712 
t6l9.W 
$538.708 
$683,489 
$678,418 
$606,as3 
$833.148 

$658,527 
$mais 

$418,398 $274229 $890,827 

TOTAL D i  
Rw. A q .  
ItOMI) 

$38822 
118,184 
1$17,256) 
$4,018 

$12,644 
$18,487 
6 lO.592 
82.406 
18,259 
$18.161 
$28285 
128,403 
$38244 
$46,443 
$23.473 
$33.015 
$41,073 

5 CC Capital E n u g i  + O&M TOTAL 
Rw. R q .  
lto00) 

$53.843 
$107,474 
$131,733 
$125,602 
$119,843 
$114,419 
$109,244 
$104.194 
$89,173 
884.152 
$89.1 3 1 
$84.1 11 
$79,M)1 
174,004 
$69,049 
$64,532 

Aw. R q .  
I~WOl 

1110.864 
$221,641 
1280.046 
$294,965 
$313,804 
$329.725 
$361,842 
$396,113 
$411,630 
$429,403 
t448W 
$487,804 
$489.748 
$512.836 
$537,797 
t581.9BO 

Rev. Raq. 
I$OOOl 

$164.707 
$329.115 
$411.778 
$420.567 
$433.447 
$444,144 
1471.086 
$500,307 
$510.803 
$523,555 
$531.194 
$552,015 
$568,639 
$586,705 
$606.846 
$826.512 

$81,044 $688,510 $649.554 

$8,337.1 74 
$3,850.483 

I PS930642 
Must Run CC'r whish gar I 

B Hiaha A m u a  ftwuirmts 
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Capacity On-Line 

The following is a list of all QF projects that are currently under contract with FPC. 
~~ 

FLORIDA POWER CORPORATION 
Openting QF Contraas 

Mr. Bob Van Deman Contract Capacity: 55.75 MW 
Pinellas County Resource In-Service Date: April, 1983 & 
Recovery 1 & 2 June, 1986 
2803 110th Ave. N. Primary Fuel Type: Solid Waste 
SI. Petenburg. Ra. 33702 
813t464-7565 Fuel Transportation: Truck 
Contract Date: January. 1995 Steam Host: NIA 

Fuel Supplier: 

Location: Pinellas County. Fla. 
Developer: Wheelabrator 
Leader Finance Consonium: County Bond 
Variable Cos&: Lesser of 9790 BTU/KWh 

@TECO Big Bend 9 4  
(S21.75/MWh in 1995) or 
FPC Marginal Fuel 

Fixed cost: su).O6KW/Mo. in 1995 

Mr. Ed Peten Contract Capacity: 
Timber Energy In-Service Date: 
PO Box 199 Primary Fuel w: 
Telogia, Ra. 32360 Fuel Supplier: 
904B79-8341 Fuel Transportation: 
Contract Date: April. 1992 Steam Host: 

Location: 
Developer: 
Leader Finance Consortium: 
Variable Cost: 

12765 MW 
July, 1986 
Wood 

Truck 
NIA 
Telogia. Ra. 
Timber Energy 
Bonds 
Lesser of 9790 BTUtKWh 
@TECO Big Bend X4 
(S21.75NWh in 1995) or 
FPC Marninal Fuel 

Fixed cost: $16.04/Kfd/Ivlo. in 1995 

Mr. Ted Sieckman t LFC 
4ooo Kruse Way Phce 
Bldg. 1 Suite 255 
Lake Oswego, Oregon 67035 
50316369620 Fuel Transportation: 
Contract Date: January, 1995 

Contraa Capacity: 
In-Service Date: 
Primary Fuel Type: 
Fuel Supplier: 

Steam Host: 
Location: 
Developer: 
Leader Finance Consortium: 
Variable Cost: 

a5 MW 
September, 1989 
Wood 

Truck 
NIA 
Madison, Fla. 
LFC 

Lesser of 9790 BTUKWh 
@ E C O  Big Bend X4 
(S21.75MWh in 1995) or 
FPC Marginal Fuel 

Fixed Cost: $16.01/KwNo. in  1995 



m R I D A  POWER CORPORATION 
Operating QF Conuam 

Mr. Ted Sieckman I LFC 
Qooo Kruse Way Place 
Bldg. 1 Suite 255 
Lake Oswego, Oregon 97035 
503/636-9620 Fuel Transportation: 
Contract Date: January, 1995 

Contract Capacity: 
In-Service Date: 
Primary Fuel Type: 
Fuel Supplier: 

Steam Host: 
Location: 
Developer: 
Leader Finance Consortium: 
Variable Cost: 

8.5 MW 
June, 1990 
Wood 

Truck 
NIA 
Monticello, Fla 
LFC 

Of 97% BTUKWh 
@TECO Big Bend X4 
(S21.75MWh in 1995) or 
FPC Mareinal Fuel 

Fixed cost: S l 6 . 0 4 ~ M o .  in 1995 

Ur. Wm. G. Hudson 
3ay County In-Sewice Date: 
3400 Transmitter Rd. 
Panama City, Fla. 32404 
904n&e6129 Fuel Transportation: 
Contract Date: January, 1995 

Contract Capacity: 

Primary Fuel Qpe: 
Fuel Supplier: 

Steam Host: 
Location: 
Developer: 
Leader Finance Consortium: 
Variable Cost: 

11 MW 
April, I988 
Solid Waste 

Truck 
NiA 
Panama City, Fla. 
Westinghouse 
County Bond 
k r  of 97% B T U M  
@TECO Big Bend Y4 
(S23.01MWh in 1994) or 
FPC Mareinal Fuel 

blr. George Ball-Ilovera 
Lake County 
3830 Rogers Industrial Pk. 
3kahumpka. Fla. 34762 
m/365-1611 

Contract Capacity: 1275 MW 
In-Service Date: September, 1990 
Primary Fuel Type: Solid Waste 
Fuel Supplier: 
Fuel Transportation: TNCk 
Steam Host: NIA 
Location: Okahumpka, Fla. 
Developer: Ogden-Martin 
Leader Finance Consortium: County Bond 
Variable Cost:  

Rd. 

Lesser of 97% BTUKWh 
@TECO Big Bend #4 
(S21.75NWh in 1995) or 
FPC Marginal Fuel 

Fixed Cost: 



FLORIDA POWER CORPORATION 
OpcrariDg QF Contraus 

i 

Mr. Bob Sitz Contract Capacity: 23 MW 
Pasco County In-Service Date: March, 1991 
PO Box 5478 Primary Fuel Type: Solid Waste 
Hudson, Fla. 34674 Fuel Supplier: 
8131854-2917 Fuel Transportation: Truck 
Contract Date: January. 1995 Steam Host: NfA 

Location: Near Hudson, Fla. 
Developer: Ogden-Martin 
Leader Finance Consortium: County Bond 
Variable Cost: Lesser of 9790 BTUKWh 

@TECO Big Bend X4 
(S21.75NWh in 1995) or 
FPC Mareinal Fuel 

Fixed cost: $20.06n<3j/Mo. in 1995 

Mr. Jorge Marin Contract Capacity: 
Dade County In-Service Date: 
111 NW 1st St.. Suite 2800 Primly Fuel Qp: 
Miami, Fla. 33128 Fuel Supplier. 
305f594-1547 Fuel Transportation: 
Contract Date: November, 1991 Steam Host: 

Location: 

Leader Finance Consonium: 
Variable Cost: 

DCVCloper: 

43 MW 
November, 1991 
Solid Waste 

Truck 
NIA 
Miami, Fla. 
Montenay Power 
County Bond 
9830 B N K W h  @Crystal 
River 1&2 ($18.28 MWh 
in 19941 



Contract Capacity: 15 MW 
Cargill Fertilizer In-Service Date: October. 1992 
H y  60 west 
Bartow, Fla. 33830 
8131534-9897 Fuel Supplier: 

Primary Fuel Type: 

Fuel Transportation: Barge and Truck 
Steam Host: Seminole Fertilizer 
Location: Mulberry 
Facility Type: 
Developer: Cargill Fertilizer 
Leader Finance Consortium: Self-Finance 
Variable Cost: 

Waste Heat From H2 So, 
Process 

60 MW Waste Heat Rec ST 

80% of 9830 BTUKWh 
@Crystal River 1&2 
(S14.63hiWh in 1994) 
S19.39KWMo. in 1994 Fixed Cost: 

Keith Trostel Contract Capacity: 
Lake Cogen Limited In-Service Date: 
North Canadian Power Primary Fuel Type: 
1551 N. Tustin Ave., Suite 900 Fuel Supplier: 
Santa h a ,  Calif. 92701 Fuel Transportation: 
714/550-4300 Steam Host: 

Location: 
Facility Type: 
Developer: 
Leader finance Consortium: 
Variable Cost: 

102 MW i 10% 
July, 1993 
Natural Gas Combined Cycle 
North Canadian Oils 
Peoples Gas 
Golden Gem Growers 
Umatilla 

North Canadian 
Sale/LraK Back GECC 
9830 BTUKWh @Crystal River 
l a 2  (S18.28 MWh in 1994) 

102 MW t 10% 

106 M W  2-LM 6ooo CC 

Fixed cost: SI2.68KWMo. in 1994 

Contract Capacity: Elliott White 
P a m  Cogen Limited In-Service Date: July, 1993 
PO Box 2562 Primary Fuel Qpe: Natural Gas Combined Cycle 

Fuel Supplier: North Canadian Oils Tampa. ma. 33601 
813f272-0088 Fuel Transportation: Peoples Gas 

Steam Host: Lykes Pasco 
Location: Dade City 

Developer: Peoples CogewNorth Canadian 
Leader Finance Consortium: Prudential 
Variable Cost: 

Fixed Cost: 

Facility Type: 106 MW 2-LM 6ooo CC 

9830 BTUKWh @Crystal River 
1&2 (S18.28MWh in 1994) 
S12.68KWMo. in 1994 



FLORIDA POWER CORPORATION 
Operating OF Conuacts 

Roger Yott Contract Capacity: 19.2 MW 
Orlando CoGen Limited LP In-Service Date: September, 1993 
c/o Air Products & Chemicals 

Allentown, PA 18195 Fuel Transportation: FGT Phase I11 
215148 1-3497 Steam Host: Air Products & Chemicals 

Primary Fuel Type: Natural Gas Combined Cycle 
7201 Hamilton Blvd. Fuel Supplier: ARC0 

Locarion: Orlando 
Facility Type: 
Developer: Air Products 
Leader Finance Consortium: 
Variable Cost: 

Fixed Cost: S12.6uKWNo. in 1994 

115 MW ABB 11N CC 

The Sumitomo Bank, Ltd. 
9830 BTUKWh @ C y t a l  River 
1&2 (S18.28NWh in 1994) 

I m R I D A  POWER CORPORATION 

Macauley Whiting, Jr. Contract Capacity: 36 MW * 10% 
Ridge Generating Station LP In-Sentice Date: May 1, 1994 
400 N. New York A%., #lo1 
Winter Park, Fla 32789 Fuel Supplier: Various 

Primary Fuel 1spe: Tires and Wood Waste 

407/62&8900 Fuel Transportation: TNCk 
Steam Host: N/A 
Location: East of Lakeland 
Facility Qpe: 
Developer: Decker EnergyWheelabrator 
Leader Finance Consortium: Wheelabrator 
Variable Cost: 

FKCd Cost: S12.68/KW.Mo. in 1994 

Mass bum traveling grate 

9830 BTUKWh @Crystal River 
l a 2  (S18.28NWh in 1994) 



~- 
FLORIDA POWER c o m o m n o N  

William Malenius Contract Capacrty: 
4rk Energy, Inc. 
13046 Avenida de la Carlota 
Suite 400 Primary Fuel Type: 
aguna Hills, Calif. 92653 
7141588-3767 Fuel Transportation: 
Mulberry) Steam Host: 

In-Service Date: 

Fuel Supplier: 

Location: 
Facility Type: 
Developer: 
Leader Finance Consortium: 
Variable Cost: 

72 MW i 10% (Mulberry) 
28 MW * 10% (Royster) 
August 15, 1994 
Natural Gas Combined Cycle 
Chevron 
FGT Phase 111 
Ethanol Plant 
Bartow 
115 MW GE Frame 7EA Cc 
Ark Energy/CSW 
General Electric Credit Corp. 
80% of 9830 BTUKWh 
@Crystal River l&2 
(Sl4 .6mWh in 1994) 

P Fixed Cost: S18.93KW/mo. in 1994 

103.9 MW t 10% Jerry Glazer Contract Capacity: 
El Dorado Energy Co. 35 MW uncommitted 
12500 Fair h k e s  Circle X420 In-%nice Date: June 1, 1994 

Natural Gas Combined Cycle Fairfax, Virginia 22033 Primary Fuel Type: 
703R22-0445 Fuel Supplier: Union Pacific Fuels 
(Auburndale) Fuel Transportation: , Central Florida Gas, Peoples 

Gas 
Steam Host: Ra  Distillery/Adams Packing 

Auburndale Location: 
Facility m: 150 MW 'fl Frame 501D CC 
Developer: Mission Energy 
Leader Finance Consonium: Mellon Bank 
Variable Cost: 

Fmed cost: Sll.lO/KW/Mo. in 1994 

9830 BTUKWh @Crystal River 
1&2 (S23.73NWh in 1994) 

William Malenius Contract Capacity: 74 MW -10% (CFR) 
k k  Energy, Inc. 
!3046 Avenida de la Carlota In-SeMce Date: December. 1995 
iuite 400 Primary Fuel Type: Natural Gas Combined Cycle 
aguna Hills, Calif. 92653 Fuel Supplier: 
r14/58&3767 Fuel Transportation: FGT Phase 111 
Orange Cogen) Steam Host: Orangeco 

23 MW (to TECO) 

Location: Bartow 
Facility Type: 
Developer: CFR/AP Cogen/ARK 
Leader Finance Consortium: 
Variable Cost: 

106 MW 2 LM6000 CC 

Dispatch Heat Rate Curve 
@Crystal River 1&2 Full Load 
$17.95 .. ~. 

Fixed Cost: S13.34KWMo. in 1995 



I/ FLORIDA POWER CORPORATION 
OF Contracts Under Construction 

11 Bob Taylor 

11 :?&West Blvd. Suite 150 
Houston. Texas 77042 
713n35-4330 
(Tiger Bay) 

Contract Capacity: 

In-Service Date: 
Primary Fuel Type: 
Fuel Supplier: 
Fuel Transportation: 
Steam Host: 
Location: 
Facility Type: 
Developer: 
Leaser Finance Consortium: 
Variable Cost: 

3 @ 57.2 MW (General Peat) 
36.5 MW t 10% (EcoPeat) 
6 MW (Timber Energy) 
January, 1995 
Natural Gas Combined Cycle 
ARC0 
FGT Phase I11 
Agrichem 
Fort Meade 
220 MW G E  Frame 7F CC 
General PeatDe-stecEmEnergy 
Fuji Bank 
Lesser of 9790 BTUKWh 
@TECO Big Bend #4 
(S21.75MWh in 1995) or FPC 
Mareinal Fuel 

I FU)RIDA POWER CORPORATION 
QF Contnas Not Yct Undcr Construction 

Darol Lindloff Contract Capacity: 74.9 MW 
Panda-Kathleen LP.  In-Service Date: January, 1997 
4100 Spring Valley, Suite 1001 
Dallas, Texas 75244 Fuel Supplier: 
2141980-7159 Fuel Transportation: 

Primary Fuel Type: Natural Gas Combined Cycle 

Steam Host: Erly Juice 
Location: Lakeland 
Facility Type: NO fiMl decision 
Developer: Panda 
Variable Cost: 

Fixed Cost: 

Lesser of 11,610 BTU/KWh 
@Bartow Peaker Oil (S66.41 in 
1997) or FPC marginal fuel 
S5.79KWlMo. in 1997 - - - 



Fuel Transportation: 

Mass bum traveling grate 
Wheelabrator 

Lesser of 9790 BTUKWh 
@TECO Big Bend X4 
(S21.7SMWh in 1995) or FPC 

Leader Finance Consortium: 
Variable Cost: 
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Year 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 
2002 
2003 
2004 
2005 
2006 B 2007 
2008 
2009 
2010 
201 1 
201 2 
201 3 
201 4 
201 5 
2016 
201 7 
201 8 
201 9 
2020 
2021 
2022 
2023 
2024 
2025 

Forecasted Payments for All Firm Cogeneration Contracts 
(With Probabilities Applied) 

SIMWH 
43.83 
50.65 
52.56 
55.05 
57.83 
59.72 
62.45 
65.17 
67.29 
69.97 
73.05 
75:36 
78.84 
82.49 
85.63 
89.59 
93.82 
98.27 
102.87 
108.97 
123.78 
128.06 
134.28 
141.62 
148.61 
155.97 
163.74 
171.92 
182.95 
189.12 
225.43 
203.87 

c 

Total 
Paymnt 

(OOOI 
203,629 
347.210 
394.41 8 
424.474 
445,971 
460,488 
481,548 
502,576 
51 8.91 8 
539,555 
563,330 
578,258 
604,915 
632,970 
630.132 
659,330 
690,418 
723,158 
757,035 
718,443 
535,449 
529,839 
555,564 
558,666 
584.1 56 
61 3,095 
643,616 
675.785 
706.102 
729.896 
530,653 
145,555 

Capacity 
Payment 

(OOOI 
'89,065 
185,762 
215,736 
231,032 
242.776 
254,927 
268.238 
282.240 
293,440 
307,350 
323,328 
338,399 
356,586 
375,835 
374,773 
394,823 
416,253 
439.005 
463.01 0 
445,934 
350,594 
346.248 
365,647 
375,691 
396,915 
41 9,390 
443.1 80 
460,389 
495,076 
51 1,494 
397,023 
96,594 

Energy 
Pavment 

IOOOI 
11 4,564 
161,448 
178,682 
193,442 
203.1 95 
205.56 1 
213.310 
220,336 
225,479 
232,206 
240,002 
239,860 
248.329 
257,135 
255,359 
264,507 
274,165 
284,153 
294,025 
272,509 
184,855 
183,591 
189,917 
180,976 
187.241 
193,706 
200,437 
207,397 
21 1,025 
218,402 
133,630 
48,961 

MW 
622 
944 

1,030 
1,086 
1,086 
1,086 
1,086 
1,086 
1,076 
1.073 
1,073 
1,067 
1,067 
1,067 
1,049 
1,021 
1,021 
1.021 
1,021 
929 
645 
615 
615 
559 
559 
559 
559 
559 
548 
548 
350 
96 

MWH 
(0001 
4,646 
6,855 
7,505 
7.71 1 
7.71 1 
7,711 
7.71 1 
7,711 
7.71 1 
7.71 1 
7.71 1 
7,673 
7,673 
7.673 
7,359 
7,359 
7,359 
7,359 
7,359 
6,593 
4,326 
4,137 
4,137 
3,931 
3,931 
3,931 
3,931 
3,931 
3,859 
3,859 
2,354 
714 



Forecasted Cogeneration Payments for Bay County 

V..r 

1994 

1996 

1996 

1997 

1998 

logs 

2000 

2001 

2002 

2003 

2001 

2006 

2006 

2007 

2000 

2009 

2010 

201 1 

2012 

2013 

2014 

2015 

2018 

2017 

2018 

2019 

2020 

2021 

2022 

2023 

2024 

2025 

SIMWH 

40.36 

44.35 

46.80 

49.84 

53.85 

54.82 

57.81 

60.64 

63.83 

86.79 

70.15 

70.27 

73.92 

77.80 

81.89 + 

88.20 

90.86 

95.77 

100.68 

37.95 

39.18 

40.45 

41.78 

43.1 1 

U.51 

45.98 

47.45 

48.99 

N/A 

NIA 

NIA  

NIA 

Total 

Paynunt 

2,878,144 

3,182.748 

3.337.ao8 

3,554,144 

3,839,980 

3,909,104 

4,122,507 

4,328,788 

4,537,234 

4,782,196 

5,002,978 

5.010.936 

6,271,286 

5,547,369 

5.839.464 

6,146,888 

6.478.817 

6,828,660 

7,178,045 

2.705.Wl 

2.793.499 

2,884,070 

2.877.WS 

3,074,216 

3,17a,s8s 

5,277,038 

3.383.465 

3.493.387 

0 

0 

0 

0 

-Pa* 

Payment 

975.480 

1.624.920 

1,726,560 

1,833,480 

1348.320 

2.089.7 60 

2. ! 99,120 

2.3 3 8,400 

2,482,920 

2.638.680 

2,803,880 

2.979.240 

a,ie5,3w 

3,303,360 

5,574,560 

3.797.Wa 

4,038,660 

4.290.000 

4,557,960 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

h r a v  

Payment 

1.902.S54 

1,537,628 

1,810,748 

1.720.664 

1,881,860 

1.839.3U 

1,923,387 

1.987.388 

2.Q54.314 

2.1 24.1 16 

2,198,888 

2.031 ,696 

2.105.so8 

i.184.009 

2,284,904 

2.349.258 

2.442.057 

2.508.660 

5.620.885 

2.705.801 

2.799.499 

2,884.070 

2.977.609 

3.074.215 

5,173,989 

3,277,038 

a.aa3.465 

3,493.387 

0 

0 

0 

0 

FWl 

P d W l  

1,833.288 

1.499.085 

1.570.764 

1.679.421 

1.849.1 18 

1,795,482 

1,878,122 

1,940,897 

2.008.153 

2.074.ua 

2.147.455 

1.978.660 

2.051.015 

2,121,195 

2,206,101 

2.288.397 

2.a7s.w 

2.55a.407 

2.473.465 

2.835.962 

2,721,215 

2,809,2S6 

2.900.177 

2,994,073 

3.091.042 

3,191.186 

3.294.61 0 

3,401,422 

0 

0 

0 

0 

Variabh 

O W  

89.376 

38.763 

39,984 

41.243 

42.542 

43.882 

45.265 

46,690 

48.161 

49.878 

51.243 

53,037 

54,893 

56.814 

58.803 

60.881 

62.991 

65,198 

67,476 

69.839 

72.284 

74,814 

77.432 

80.142 

82,947 

85.8x) 

88.855 

9l.SS5 

0 

0 

0 

0 



Yaw 

1994 

1995 

1996 

1997 

1998 

1 999 

ZOO0 

2001 

2002 

2003 

2004 

2006 

2006 

2007 

2MM 

2009 

2010 

2013 

2014 

2015 

2016 

2017 

2018 

2019 

2020 

2021 

2022 

2023 

2024 

2025 

Fore'casted Cogeneration Payments for Catgill 

*MW 
57.00 

58.88 

60.47 

63.04 

85.81 

68.52 

71.55 

74.69 

77.98 

81.44 

85.07 

88.91 

82.92 

97.16 

NIA 

NIA 

H I A  

NIA 

NIA 

NIA 

NIA 

NIA 

NIA 

NIA 

NIA 

NIA 

NIA 

NIA 

NIA 

NIA 

NIA 

NIA 

~ 

Toul 
Paynwnt 

5.977.060 

6.174.31 2 

6.340.384 

6,610,319 

6,879,996 

7,104,985 

7,503,005 

7,831,579 

a.17e.8~0 

8.5*0,019 

8,920,248 

9.322.839 

9.743.683 

10,188.23 1 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

C.p.* 
Pawnant 

3.488.400 

3.666.600 

3.853.800 

4,050,000 

4255.200 

4.473.000 

4.703.400 

4,941 ,000 

5,190,000 

5,469,400 

5.738.400 

6,030.000 

6.354000 

6,661,800 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

h w y  
Paynwnt 

2.488.660 

2.507.712 

2,486,584 

2,560,319 

2,824,790 

2.71 1.985 

2.799.605 

2,890.579 

2,985,890 

3.080.819 

5.181.848 

3.292.839 

5,407.6a3 

3,626,431 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

F 4  
P d O n  

1.91 7.188 

1,906,881 

1.855.323 

1.896.573 

1,927,496 

1,979,033 

2.028.904 

2.080.033 

2.132.450 

2,186,187 

2,141,279 

2,304.035 

2,368,548 

2.434.868 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

Vuiabb 

OCM 
571.472 

600.832 

631,240 

863.746 

697.300 

732.952 

770.700 

810.546 

851.440 

894.4i2 

940.569 

988.803 

1.039.135 

1,091,563 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 



Forecasted Cogeneration Payments for Orange Cogen 

Y.., 

1994 

19% 

1996 

1997 

1998 

1999 

2000 

2001 

2002 

2003 

2004 

2006 

2006 

2007 

2008 

2009 

2010 

201 1 

2012 

2013 

2014 

2015 

2018 

2017 

2018 

2019 

2020 

2021 

2022 

2023 

2024 

2026 

tNW 

NIA 

NIA 

53.17 

55.98 

59.32 

60.74 

63.67 

66.38 

69.23 

72.16 

75.27 

78.58 

82.00 

85.59 

a9.35 ~ 

93.29 

97.41 

101.71 

106.22 

110.94 

1 15.88 

121.04 

126.44 

132.10 

138.03 

144.22 

150.72 

157.51 

164.63 

172.08 

179.88 

188.05 

Tout 

P.vnnnt 

0 

0 

24,126,799 

25,403,545 

26,916,315 

27,565,818 

28,889,378 

30.122.434 

51,415,236 

32.744.845 

34.1 54,933 

35,848,927 

57,209,700 

38,839,865 

40,546.21 8 

42.332.495 

44,201,786 

46.1 54.1 38 

48,199,974 

50,338.684 

52.560.64S 

54,923,637 

57.376.428 

59,945,608 

82,653,396 

65.444052 

68,391,020 

71.473.1 10 

74.702.933 

78,083,198 

81,822,727 

85,329,250 

CW.* 

P . y m t  

0 

0 

12,507,480 

13.1 46.840 

13,819.500 

14,525+460 

15,264.720 

16.MJ.940 

16.869.780 

17.715.600 

18,621,360 

19.573.740 

20.672.001 

21,821,173 

22.723.853 

2a.882.76~ 

25.100.790 

26.380.931 

27.728.358 

28,140,402 

50,628,563 

32.1 88.51 8 

53,850,132 

35,555.489 

17,388,798 

39,274.606 

41,277.61 1 

43,382,769 

45,595291 

47,820,650 

50.384.604 

52.933.198 

h r w  
Paynmt 

0 

0 

11,619,319 

12,256,705 

15,098,815 

ia.038.358 

13,024,658 

14.078.494 

14,545,456 

15.029.245 

15,533,573 

16.076,187 

16,637,700 

17.218.482 

17322,365 

18.449.720 

19.1 W.996 

19.773.208 

20.473.616 

21 ,199,282 

21,954,086 

22,735,120 

23.546.296 

24.388.1 40 

25,264,598 

26.1 69,425 

27.113.409 

18,090,341 

29,107.642 

30.1 62.548 

31.258.124 

32.396.052 

Fu8l 

Portia 

0 

0 

9.453.122 

9,981,308 

10,708,698 

10,530,594 

10.990.3 17 

1 l,310,O41 

11,640.556 

11,980,355 

12,330,344 

12.71 1,141 

15,103,845 

13.508.832 

13,926.49 1 

14.357.7.25 

14,801,446 

15.259.584 

15.732.078 

16,219,388 

16.721.976 

17,240,935 

17,774.963 

18,126,376 

18,895.1 10 

19,481,715 

20,088,756 

~0.710.824 

21.354.523 

22.01 8.479 

22,705,336 

23.409.762 

Variabh 

QaM 

0 

0 

2.1 66.197 

2,275,397 

2.388.1 17 

2.W7.764 

2.634.341 

2,787,853 

2.904.900 

3,048,883 

3,203,229 

3,365.046 

3,533,855 

3.709.661 

5,895,874 

4.09 2.50 1 

4,299,550 

4.513.624 

4.741.538 

4,979.896 

5,232,110 

5.494.785 

5,771.333 

6,061,764 

6,389,489 

6.697.712 

7,026,654 

7379.517 

7.753.119 

8,144,069 

8.554.787 

8.986.290 



Forecasted Cogeneration Payments for Dade County 

Y.., 

1994 

19% 

1998 

1997 

1998 

1999 

ZOO0 

2001 

2002 

2003 

2004 

2006 

2006 

2007 

2008 

2009 

2012 

2013 

2014 

2015 

2016 

2017 

2018 

2019 

2020 

2021 

2022 

2023 

2024 

2025 

1MWH 

43.58 

45.25 

46.14 

48.00 

49.80 

51 .so 
54.06 

56.32 

58.69 

61.15 

63.75 

66.50 

a .ae  
72.40 

75.55 

78.88 - 
82.32 

85.94 

09.73 

98.52 

NIA 

NIA 

N/A 

NIA 

NIA 

NIA 

NIA 

N/A 

NIA 

NIA 

NIA 

NlA 

Total 

Pavnmnt 

14.037.539 

14,576,304 

14,882,282 

15.40.303 

18.040.202 

16.71 5,668 

17.41 3.1 00 

18,141,474 

ia.soz.az7 

19.w5.319 

20,532,595 

21,420,494 

22,348,033 

13,519,662 

~4.a34.499 

25,406,123 

26,514,078 

27,681,111 

U.SQ3.516 

26,821,400 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

Capacity 

P a m n t  

6,392,880 

6,873,120 

7224.000 

7395.520 

7.977.360 

8,385,000 

8.813.280 

9.282.200 

9,738,920 

10,232,280 

10.758.800 

11.506.50 

11.878.320 

12,487,200 

15.1 21 ,880 

15,7*7,840 

14,494.440 

15.297.480 

16,016,640 

15,414,530 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

E w w  

Paynnnt 

7.844.659 

7.703.185 

7.838.282 

7,884,783 

8.062.842 

8.330.668 

8,599,820 

8,879,174 

9,185.so7 

9,483,059 

8.773.995 

10.114.s34 

10,487,715 

10,832,481 

11.212.819 

11,808,283 

12.OlS.838 

12.443.631 

17,886,879 

11.196,870 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

F w l  

Portia 

5.889.214 

5.857.551 

5.899.239 

5.825.889 

5,020,876 

6,078,188 

8,212,384 

6,589,449 

8,550,454 

6,715,525 

6.884.757 

7,077.530 

7.275.701 

7.479.420 

7.088.844 

7.W4.132 

8.125.447 

8,3 5 2, 8 60 

8,588,843 

7,405,615 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

Variabk 

O W  

1.755.446 

1,845,034 

1.939.043 

2.038.894 

2.1 41,966 

2,251,480 

2,567,436 

2.489.834 

2.8 1 5.453 

2.747.514 

2.889238 

3.037.404 

3.192.012 

3,353,062 

3.523.775 

3.704.151 

5,894,190 

4,090,671 

4,300,036 

3,791255 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 



Y.W 

1994 

1996 

1996 

1997 

1998 

1999 

2000 

2001 

2002 

2003 

2004 

2006 

2006 

2007 

2000 

2009 

2010 

201 1 

2012 

2013 

2014 

2016 

2016 

2017 

2018 

2019 

2020 

2021 

2022 

2023 

2024 

2026 

Forecasted Cogeneration Payments for Auburndale 

S M W n  
41.46 

42.53 

43.28 

44.99 

46.65 

48.59 

60.68 

52.66 

64.84 

9 . 1  1 

59.50 

62.04 

64.68 

67.47 

70.37 

73.43 

78.60 - 
7s.93 

83.41 

87.03 

NIA 

NIA 

NIA 

NIA 

N/A 

NIA 

NIA 

NIA 

NIA 

NIA 

NIA 

NIA 

- 
Toul 

P.VMlt 
12,982,263 

40,420.4S5 

41,133,458 

41,761,041 

U.332,113 

40,177,656 

U . ~ . 0 2 1  

60,043,700 

62,122.7S6 

64,271,961 

66.64a.146 

68.965.616 

61.472.836 

64,126,067 

66.877.456 

W.7S6289 

72.7S4.236 

76.963.8 10 

79.272.419 

82.71 1.086 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

c4..ciy 

9,824,628 

17.691.864 

18.596.328 

18,555,608 

20,642,298 

21,687,504 

22.W3.824 

2 a . w . s ~  

2e.as2.7~2 

26,078,320 

17,709,488 

ze.121 .ooQ 

30.687.316 

32.163.188 

33,794,064 

as.sa4.472 

a7.au.ese 

U.240.256 

41.240.040 

43.332.048 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

h.W 
P.WlWlt 

13.157.637 

22.728.631 

22,537.1 31 

23.205.433 

23.789.817 

24.680.052 

26.374.197 

26.1S6.740 

27,044,465 

27.S21 .(do 

28.838.65E 

21.844.616 

30,U6.W8 

3l.Ml.779 

aa,om.~s2 

36,464.540 

U.2#),817 

a e . i i s , 5 ~  

38,013,379 

39.379.038 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

F W l  
POtliOIl 

10.1 36.244 

17,202,997 

16.81 5.889 

17.189.576 

17,489,840 

17,936,949 

ie ,w,soo 
18.862361 

19.327.441 

lS.Sl4.4S2 

20,313.818 

20,882,605 

21 A 4 7 1  17 

22.088,402 

22,886,318 

23.121.635 

23.S74.637 

24,64S,825 

25.336.908 

26.045.31 3 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

Varimbk 

ow 
3,021,392 

5,445,634 

5,721,242 

6,015,857 

6,319,978 

8,643,103 

6,985,237 

7.346.379 

7.717.024 

8.106.677 

8,524.840 

8.962.01 2 

9,418.1 90 

9,893,377 

10,397,074 

10.929.283 

11,490,002 

12.W9.729 

12,667,472 

13.333.725 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

400258 



Forecasted Cogeneration Payments for Lake Cogen 

Y..r 
19S4 

19% 

1 a96 

1997 

1998 

1999 

2000 

2001 

2002 

2003 

2004 

2006 

zoo0 

2007 

zoo0 

2009 

2010 

2013 

2014 

2015 

2018 

2017 

2018 

2019 

2020 

2021 

2022 

2023 

2024 

2025 

*MWn 
44.03 

45.48 

40.38 

48.15 

49.84 

51.88 

53.81 

58.07 

58.40 

80.68 

63.09 

65.81 

0 . 6 7  

71.64 

74.55 

77.59 

w.90 - 
84.54 

88.15 

92.15 

NIA 

NIA 

NIA 

NIA 

NIA 

NIA 

NIA 

NIA 

NIA 

NIA 

NIA 

NIA 

TOW 

p.- 
37.854.164 

39,107,6996 

39,881,203 

41 ,488.258 

42,852,519 

44,418,534 

46.282.745 

48,206,071 

500.210.329 

51,172,999 

54,242.10 1 

56,586,321 

59,045.802 

61,692,582 

64.097.045 

66.712.588 

660.aa4,513 

72,687,654 

76,675,729 

46.21 6,891 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

C.p.cltr 
P.VlM.lt 

17,447,986 

11,545,292 

19,492.048 

10,494,496 

21.319.870 

22,179,180 

2a.m.szo 
24,504.289 

25,746,427 

26.912.949 

U.152.087 

29.M6.145 

31.103.740 

az.e77.0~7 

54.1 w.ne 
as.7~6.140 

37.6K1.039 

39,4771,388 

41.476.294 

25,437.123 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

E-WV 
P a w n ;  

20,406.179 

20,562,403 

20,389,155 

20,993.762 

21.522.449 

22.237.388 

22,955,925 

23.701.782 

24.466.902 

25.260.049 

26.090.094 

27.ooO.176 

27J41.862 

U.915.655 

29,930,289 

h988.429 

32,014,474 

33,216,156 

34,599,435 

20.781,768 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

- 
Fwl 

P d D n  
15.720.302 

15,635,784 

15,115.195 

15,551 ,206 

15,804.81 9 

16,227,408 

16.638.339 

17.055.674 

17,485,375 

17.928.006 

18.377.742 

18,692,319 

19.421.505 

1$,965.100 

20.524.123 

21,098,798 

21.09.585 

22298.872 

12,921,185 

13,745,070 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

Vati4bb 

ou( 

4.685877 

4,926,620 

5.175.960 

5,442,496 

5.71 7.030 

6.009.960 

0,319.486 

6,840,208 

6,981,521 

7,334,013 

7.712.352 

8.107.857 

8,520,559 

8.050.456 

9,400.140 

9.887.831 

10.394.909 

10.919.384 

11,478,250 

7,036,697 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 



Yaw 

1934 

1996 

1996 

1397 

1- 

1- 

ZOO0 

2001 

2002 

2003 

2004 

2006 

2006 

2007 

2008 

2009 

2010 

201 1 

2012 

2013 

2014 

2016 

2018 

2017 

2018 

2019 

2020 

2021 

2022 

2023 

2024 

2026 

Forecasted Cogeneration Payments for Lake County 

8IMW 

26.68 

54.07 

57.13 

60.86 

65.59 

67.32 

71.14 

74.83 

78.75 

82.89 

87.31 

88.54 

93.39 

S8.M 

103.88 

109.75- 

115.93 

122.48 

129.18 

136.22 

143.69 

NIA 

NIA 

NIA 

NIA 

NIA 

NIA 

NIA 

NIA 

N IA 

NIA 

N/A 

Total 

P i m n t  

Z.sO3.362 

5,100.543 

5,388,804 

5.741.222 

6.187.01 1 

6.360.001 

8,711,071 

7,068,740 

7,428,836 

731  0.1 64 

8.235,SOS 

8.351.86S 

8.8OS.395 

9.2S6.016 

9.808.006 

10.353.178 

10.938.279 

11.553.478 

12.183,699 

12.84s.602 

8,777,191 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

C.p.dtl 

Paynwnt 

0 

3,069,180 

3.281.960 

3,488,510 

3.68S.830 

3,921,390 

4,170,780 

4,433.940 

4.715-460 

6,013,810 

5,312,OW 

5,870,100 

6.OZS.730 

6,412.230 

8,818,210 

7.25azoo 

7.712.730 

8.202.330 

8,724.060 

S.277.920 

4,933,485 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

6-w 

Pevtnmnt 

2,503,382 

2.031.363 

2.127.644 

2.272.71 2 

2,498,181 

2.42S.411 

2.Mo.291 

2 . 8 2 4 . 0  

2,713,178 

2,806.354 

2,903,859 

2,681,688 

2.778.666 

2.882.7S8 

2.S89.596 

3,100,978 

3.223.648 

3,361.1 48 

3.46S.639 

3,571,882 

1 , a u m o  

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

FINI 

P d O n  

2.41 2.102 

1,980,382 

2.076.036 

2.218.448 

2.442.207 

2,371,873 

2.480.738 

2,563,388 

2,Ms,809 

2,799,991 

2,818,437 

2.811.907 

2.707.441 

2,001,036 

2,912,228 

3,020,902 

3,140,670 

3,285.388 

3,370,968 

5,479,793 

1,798,144 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

Vuimbk 

O W  

91.280 

51,001 

52.607 

54.265 

55.974 

67.737 

59.556 

81.432 

83.367 

65.383 

67.422 

89.782 

72.224 

74.752 

77,368 

80.076 

82.879 

85.780 

88.782 

91.889 

47.553 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

400260 



Forecasted Cogeneration Payments for LFC Madison 

Y8aI 
1994 

1995 

1996 

1997 

1998 

1999 

ZOO0 

2001 

2002 

2003 

2004 

2006 

2008 

2007 

Zoo0 

2009 

2010 

2013 

2014 

2015 

2016 

2017 

2018 

2019 

2020 

2021 

2022 

2023 

2024 

2025 

tmw 
26.68 

48.80 

51.55 

54.89 

59.19 

60.57 

83.94 

67.18 

70.61 

74.24 

78.12 

78.58 

82.80 

87.29 

sz.04 

97.07 

102.45- 

108.15 

113.93 

120.03 

128.47 

133.31 

140.52 

148.18 

156.27 

104.02 

173.88 

185.50 

183.66 

203.12 

212.88 

N/A 

Total 
Parnnt 

1.528.494 

2.929.700 

3.094.780 

5,295,495 

3,553,879 

3.836.550 

3.838.877 

4,033,241 

4.239289 

4.468.914 

4.609.902 

4.717.504 

4,S71,315 

6.240.885 

5,525,856 

5,027,036 

6.150.821 

6.492.850 

6,83S,698 

7.206.012 

7.5S2.984 

8,003.750 

8.438.34S 

8,895.S01 

S.301.650 

S,OS5.5*2 

10.439.766 

11.016.455 

11.616.724 

12.194.601 

12.780.913 

0 

CW*.p.citv 
Pamnt 

0 

1,036,080 

1.740.1 20 

1*849.260 

1.S66.500 

2.091 .OOo 

2.223.000 

0.364.360 

2,614,500 

2.873.420 

2,843,760 

5.023280 

3.21 5.040 

3.41S.040 

a, oa 6,3 00 

3,087,840 

4,112,640 

4,373,760 

4,662,220 

4.#48,020 

6,262,lSO 

5.6S7.760 

6,962,720 

6.312.1 60 

8,735,060 

7,163,460 

7.61S.400 

8.104.920 

8.621.040 

S.091.770 

S.577.596 

0 

h.rw 
Paynnnt 

1,528,4884 

1.293.620 

1,354.660 

1.446.225 

1,587.119 

1.545.550 

1.615.277 

1 .s68.8al 

1.724.969 

1.783.494 

1.846.142 

1.894.224 

1.766.275 

1,821,645 

l.MS.356 

1,959,995 

2,017,981 

2.1 1 s. 190 

2.1 S7.478 

2,257,992 

2,330,804 

2.405.990 

2,483,629 

2,663,801 

2.546.590 

z.7a2.0~2 

Z.S20,368 

231 1,535 

3.005.6s4 

3,102,911 

3q203.317 

0 

Fun1 
Patian 

1.472.751 

1,262,480 

1,322,540 

1,413,093 

1.552.943 

1,510,297 

1,678.914 

1.6a1.372 

1.666.27S 

1.743.506 

1.804.977 

1,651.617 

1.712.177 

1,776.004 

1,842.1 18 

1 .Sl 1 ,103 

1.987.378 

2,068.818 

2, i a3.271 

2.201.887 

2,272,735 

2.345.889 

2,421,424 

2,499,419 

2.579.955 

2,663,115 

2,748,986 

2.S37.657 

2 . s a s . m  

3,023,770 

3.121.407 

0 

Vmiabk 

OLM 
55,733 

31,140 

32.120 

33.132 

34,176 

35.252 

36.363 

37.508 

38.690 

30,906 

41.166 

42.606 

44.098 

45.641 

47.239 

46,892 

50.603 

52.374 

64,207 

66.105 

58.088 

60,101 

62.204 

84.381 

68.635 

88.967 

71.381 

73.879 

76.465 

79.141 

81.911 

0 



Y.*I 

1994 

1995 

1996 

1997 

1998 

1999 

ZOO0 

2001 

2002 

2003 

2004 

2006 

2000 

2007 

2000 

200% 

2010 

2011 

2012 

2013 

2014 

2015 

2010 

2017 

2018 

2019 

2020 

2021 

2022 

2023 

2024 

2026 

Forecasted Cogeneration Payments for LFC Jefferson 

*IMW 
28.58 

47.31 

49.90 

53.19 

57.33 

58.04 

61.87 

64.98 

68.27 

71.75 

75.48 

75.50 

79.01 

83.91 

88.45 

93.27 

98.43 - 
103.89 

109.40 

115.22 

121.30 

127.08 

134.75 

142.04 

149.75 

157.90 

166.53 

175.68 

186.30 

194.37 

203.07 

N/A 

ToW 

Pawnant 

1.528.484 

3,001,860 

3.16S.881 

3.374.742 

3,637,306 

3,720,745 

3.825.816 

4,121,892 

4.331.800 

4.662.183 

4.798.8)50 

4.794.449 

6,051,277 

6,323,905 

6.01 2.254 

6.S17.SS4 

6.245.040 

6,591.837 

6,S4> ,353 

7,310,615 

7.700.41 1 

8.114.185 

8.648.8 7 6 

9.012.667 

9,601,824 

io.aia,m 
10.666.553 

1 1.146,792 

11,7600.710 

12.332.419 

12,922,608 

0 

-P.oiy 
Pawnant 

0 

1,638,080 

1,740,120 

1.849.260 

1,966,560 

2 .09 l .W 

2.223.600 

2,364,360 

2.614.300 

2.673.420 

2.843.760 

3,023,280 

3,216,040 

1,418.040 

3,036,aQo 

3.867.840 

4,112,640 

4,173,760 

4,862,220 

4,948,020 

6,282.1M 

6,687,760 

6.Sb2.720 

6,335,160 

6,735,060 

7.103,460 

7,618.400 

6,104,920 

6.621.040 

8.091.770 

9,577,586 

0 

h . w v  
P.ymn1 

1,528,4884 

1,505,780 

1,429,871 

1.625.482 

1.670.746 

l.62S.745 

1.702.216 

1.7m.saz 

1.817,SW 

1,879,063 

i.s4~.098 

1,771.1 69 

1,816,537 

1 ,904,866 

1.S76.954 

2,060.154 

2,132.400 

2,218.077 

2,289,133 

2,362,493 

2,438,231 

2.616.425 

1,697,156 

2.W0.507 

2,766,564 

2,865.415 

2.S47.153 

9,041,872 

3.1 39,670 

3,240.649 

3,344912 

0 

M 

Ponion 

1,472,751 

1,334,041 

1,397,751 

1,492,350 

1,630,570 

1.594.4S2 

1,865,853 

1,721,024 

1.778,s 1 1 

1,839,154 

1 ,903,033 

1,728,562 

1.782.139 

1,858,224 

1.928.715 

2.001.262 

2.081.7S7 

1,165,702 

2,234,926 

2,306,388 

1,380,163 

2.456.324 

2.534.SS2 

2.81 6.1 26 

2,698,929 

2,786,448 

2.876.772 

2,967,993 

3,063,205 

3,161.507 

3,263.W 1 

0 

V.riab* 

OLM 
55.733 

31,140 

32.1 20 

33.132 

34,176 

35.252 

36.303 

37,508 

38.690 

39,909 

41,166 

42.000 

44.098 

45,841 

47.239 

48,892 

50.603 

52.374 

54,207 

56.105 

58.088 

60.101 

62,204 

64.381 

66.035 

68,867 

71.381 

73.879 

76.405 

79,141 

81.911 

0 



Y . r  

1994 

1946 

1996 

1997 

1998 

1999 

2000 

200 1 

2002 

2003 

2004 

zoos 
2006 

2007 

2000 

2009 

2010 

201 1 

2012 

2013 

2014 

2016 

2016 

2017 

2018 

2019 

2020 

2023 

2022 

2023 

2024 

2025 

Forecasted Cogeneration Payments for Timber New 

$MwH 
NIA 

51.69 

54.61 

58.12 

62.52 

64.21 

67.78 

71.26 

74.95 

78.85 

83.04 

N I A  

NIA 

NIA 

NIA 

NIA 

-N/A 

NIA 

NIA 

NIA 

NIA 

NIA 

NIA 

NIA 

N/A 

NIA 

NIA 

NIA 

N I A  

N I A  

NIA 

NIA 

TOW 

Pavnnnt 
0 

1.977.792 

2.089.662 

2.223.752 

2392.245 

2,456,887 

2,683,560 

2.726.706 

2,867.945 

3,017239 

3,177.210 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

cw*av 
Psynunt 

0 

1,154,880 

1.228.320 

1,306,360 

1,388.1 60 

1,478.Ooo 

1,569,OW 

1,668,960 

1.774.800 

1,807,120 

2,007,960 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

ENw 
Paynunt 

0 

822.912 

861.342 

918,392 

1,004,085 

880,897 

1,023,960 

1,067,746 

1.093.145 

1.130.119 

1,189.860 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

Fwl 
PoniM 

0 

805.062 

642.929 

899,400 

984,494 

960.689 

1,003.115 

1,058,245 

1,070.967 

1,107,241 

1.146.253 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

Variabh 
O W  

0 

17.850 

18.413 

18,993 

19,591 

20.208 

20,845 

21,501 

22.178 

22.877 

23.598 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

490263 



Year 

1994 

1995 

1996 

1997 

1998 

1999 

ZOO0 

2001 

2002 

2003 

2004 

2006 

2006 

2007 

2008 

2009 

2010 

2011 

2012 

2013 

2014 

2015 

2016 

2017 

2018 

2019 

2020 

2021 

2022 

2023 

2024 

2025 

Forecasted Cogeneration Payments for EcoPeat 

*mWH 
N/A 

61.64 

63.36 

66.08 

68.81 

71.88 

75.09 

78.40 

81.88 

85.54 

89.38 

93.44 

97.68 

102.17 

106.85 

111.76 

116.89- 

122.26 

127.90 

133.78 

140.01 

146.50 

153.28 

10.43 

167.92 

175.75 

183.SO 

192.59 

201.61 

211.12 

221 .OS 

231.48 

Total 
P a w n t  

0 

8,018.295 

16.485235 

17.193.356 

1’1,902,592 

18,701,909 

19,536,023 

20.397.731 

21.303.781 

22256.857 

23.254.824 

24.310.737 

25,414,758 

26,581,462 

27.799,124 

29,077.507 

30.41 1,927 

51,809,554 

33275.752 

34,808.003 

36,428,389 

38.1 15.1 68 

39,800,736 

41,739,706 

43.800.029 

45,726,670 

47.867.245 

50,106,731 

52,455,334 

54,929.91 5 

57,513,238 

60.225.544 

C.p.dW 
P a w n s  

0 

4,907.133 

10.315.338 

10.840.xw) 

11,389.752 

11,972.730 

11,589,434 

13,225,410 

13,899,950 

14,612,994 

15,359,784 

16,140.300 

18,959,360 

17,831.418 

18,742,020 

19,700,802 

20,702,946 

21,758.088 

22,806,228 

24.027.366 

15,260,774 

26.547.180 

27,696,220 

29.322.348 

30,820,746 

32,391,414 

34,043,988 

35,778,46a 

37,599,672 

38,626,672 

41.540.796 

43,8W0.716 

Enrav 
P a m n t  

0 

3.1 11.182 

8,169,897 

6.352.856 

6.51 2.840 

6,729,179 

6,946.589 

7,172,321 

7.403.651 

7,043,863 

7,895.040 

8,170.437 

8.455.398 

8,750,044 

9,057,104 

b.376.705 

S,708,981 

10,051,466 

10.409.504 

10.780.637 

11,167.61 5 

11,687,988 

11.984.51 6 

12.417.358 

12,869.283 

13.335.256 

13.823.257 

14,320,263 

14.865.662 

15.403.043 

15,972,442 

16,564.828 

F-1 
PoniOll 

0 

2,365.747 

4,603,617 

4,705,919 

4,782,646 

4,910,524 

5,034,270 

5.1 61,133 

5,2S1,194 

5.424.532 

SS61.230 

6,716,944 

5,877,018 

6,041,575 

6,Z 10,740 

6.384.640 

6,563,410 

6.747.186 

6.936.107 

7,130.31 8 

7,329.967 

7,535,206 

7.746.1 92 

7.963.085 

8,188,051 

6.415261 

8.650.888 

8.893.113 

9.142.120 

9,398.099 

S,661,246 

S.931.761 

Vatiabb 

O M  

0 

745,414 

1,566,281 

1,646,936 

1,730.1 94 

1.81 8,655 

1,912,520 

2.01 1,188 

2.1 12.658 

2.219.331 

2.333.810 

2,453,493 

2,578,579 

2,708,469 

2,846,364 

2292.085 

3,145,570 

3,304,280 

3.473.397 

3.650.319 

3,837,648 

4,032.783 

4.238.325 

4,454,274 

4,683,232 

4,919.995 

5,172,369 

5.435.1 50 

5.713.542 

6.004.944 

6.31 1.196 

6.633.067 



Y m r  

1994 

1995 

1996 

1997 

1998 

1999 

2000 

2001 

2002 

2003 

2000 

2006 

2008 

2007 

2006 

2009 

2010 

201 1 

2012 

2013 

2014 

2016 

2016 

2017 

2018 

2019 

2020 

2021 

2022 

2023 

2024 

2025 

Forecasted Cogeneration Payments for General Peat 

*IMwH 

N/A 

51.69 

54.61 

58.12 

62.52 

64.21 

67.78 

71.26 

74.95 

78.85 

83.04 

83.42 

87.98 

92.82 

97.94 

103.37 

109.18 

11 5.35 

121.59 

128.19 

135.16 

142.57 

150.37 

158.66 

167.43 

178.72 

186.55 

196.98 

208.02 

218.27 

228.85 

NIA 

- 

Told 

Pqnunt 

0 

56,564,850 

59,764,334 

63.599.31 4 

68,418.214 

70.267.244 

74.175.813 

77,985,799 

82.023.240 

86,293,024 

90.868.220 

91.292.005 

96,277,891 

101,573,052 

107,178.171 

113.125.489 

119,483.4w 

126,230,483 

133.060,936 

140,280,437 

147.910.849 

156.015.261 

164,553,845 

113,630,963 

183,227,489 

193,386.OU 

204.1 49,415 

21 5,560.362 

227.641.1 26 

238,859.304 

150,437,761 

Cwmdty 

Payment 

0 

53,029,568 

35.1 29.952 

37,333,296 

39.701.376 

42,213,800 

44,890.560 

47,752,256 

50,759,280 

53,971,832 

57.410.496 

61,034,688 

64,905,984 

89,024,384 

73,410,480 

78,084.864 

85,026,944 

88,298,496 

93.920.1 12 

69,891,792 

101,234,128 

113.008.896 

120.174.912 

127,835,136 

135,988,976 

144,617,616 

153,822,140 

163.624.032 

174,043,564 

183.548.792 

193,354,782 

E n w v  
Pavnnnt 

0 

23.535.282 

24.634.382 

26.286.018 

28.7 t 6.838 

28.053.644 

29,285,153 

30,251,543 

31.263.960 

32,321,392 

33.457.724 

30,257,317 

31,371 .eo7 

52,548,668 

33,767,691 

35,040,625 

36.456.546 

37.931.9a7 

39,140,824 

40,388,645 

41.676.721 

43.006.365 

44.378.933 

45,795,827 

47.258.483 

48.768.428 

SO.327.175 

51.936.330 

53,697,542 

55.31 2.51 2 

57.082.999 

Fuel 

Ponion 

0 

23.024.761 

24,107,780 

25.722.828 

28,156,537 

27.475.693 

28,689.098 

29,636,609 

30,629,655 

31,667,106 

32.782.828 

29,558,800 

30.648.942 

31.800.399 

52,993,232 

34.239.060 

35,626,927 

57,073,331 

38.252.1 16 

59,468,832 

40,714,714 

42,021.038 

43,359,120 

44.740.320 

46.1 66.044 

47,657,742 

49.1 56.91 6 

50,725.1 12 

52,343,931 

54,015,024 

55.740.100 

0 0 0 0 

Variabk 

0- 

0 

510.521 

526,602 

543,190 

560,301 

577.950 

596.156 

614,935 

634.30-5 

654.286 

874,896 

698,517 

722.965 

748.269 

774.458 

801,564 

829.619 

858,556 

888.709 

919,813 

952.007 

985.327 

1.01 9.81 4 

1.055.507 

1,092,454 

1.1 30.685 

1.1 70.259 

1.21 1.219 

1.253.61 1 

1.297.488 

1.342.900 

0 



Forecasted Cogeneration Payments for Orlando CoGen Ltd. 

Y..I 
1994 

1995 

1996 

1997 

1998 

1999 

2000 

2001 

2002 

2003 

2004 

2005 

2008 

2007 

2 w  

2009 

2010 

201 1 

2012 

2013 

2014 

2015 

2016 

2017 

2018 

2019 

2020 

2021 

2022 

2023 

2024 

2025 

bMWH 
44.1 1 

45.33 

46.21 

48.08 

49.88 

51 .SS 

54.15 

56.42 

58.78 

61.25 

63.86 

68.62 

69.50 

72.53 

75.69 

79.02 

82.46 - 
86.10 

8930 

93.85 

98.02 

102.37 

106.91 

111.71 

116.69 

121.92 

127.39 

133.12 

139.13 

145.43 

NIA 

NIA 

Toul 
Paynnnc 

29,072.157 

29.876203 

30.456.194 

31.689.499 

12,874,109 

34,258,505 

35,893,133 

37,196,858 

38.742.793 

40.387.733 

42.097.486 

43.006.610 

4S.806.986 

47,007,829 

48*887.838 

52,085,055 

54.352.3S7 

56,750,144 

59.251.819 

81 S67.1 S6 

64,6006,258 

67.472.787 

70,466,776 

73,62S,646 

76.SO8,688 

80,3w0.774 

83.963.5OS 

87,742.389 

91,701,512 

95,853,839 

0 

0 

Payment 
13,429,152 

14.1 13,440 

14,926,240 

15.596.064 

16,375,382 

17.21 1,744 

18.095.616 

18,017,504 

lS.986.SlZ 

21.005.840 

22,087.296 

23,208,768 

24,387,264 

25,641,782 

26,943,140 

28,331,424 

29,757,024 

31.287.160 

32.883.840 

34.547.040 

38.314.784 

39,1@3*OM 

40,106,880 

42,l 89.248 

44,507,648 

46,579,104 

48.945.600 

51.445.152 

54,060,256 

56,933,920 

0 

0 

Enwv 
Paynunt 
15,645,005 

15,762.763 

15.629.954 

16,093,435 

18,498,717 

17,046,761 

17.597.517 

18,169,354 

19,755,881 

19.363,893 

20,000.1 90 

20.697a42 

21.41 9.722 

22,166,137 

22.B43,SSB 

za.753.831 

24,595,373 

25,462,978 

26.389.979 

27.310.1 56 

28,290,472 

29,304,720 

50,359,806 

31.456.398 

32,601,240 

33.781.670 

35.017.905 

38,297.217 

37,633.256 

39.019.91 3 

0 

0 

Ful 
PWdUl 

12,050,996 

11.986.107 

11,062,158 

1 l,S21,317 

12,115.696 

12.439.635 

12,751,114 

13,074,492 

13.403.970 

13,741,750 

14,081,042 

14.482.507 

14.888.01 7 

15,304.881 

15.733.418 

18,173.954 

18,826,825 

17.OS2.378 

17.570.962 

18.082.949 

18,568.71 2 

19,088,636 

1 S.623.117 

20.172,565 

20,737.397 

21,318,044 

21.91 4.949 

22.526.567 

23.159.367 

23.807.830 

0 

0 

Vdabh 

o m  
3.592.108 

3,776,657 

3.967.796 

4,172,118 

4.383.031 

4,607,126 

4.844.403 

5.094.862 

5.351.91 1 

5,622,133 

5,912,149 

6.215.336 

6,531,705 

6,861,258 

7.210.580 

7.579.678 

7,968,548 

8,370,600 

8.799.017 

9.247.207 

9,721,760 

10.216.097 

10.736.778 

11,281,833 

11.863.943 

12,463,626 

13,102,356 

11,768,649 

14.473.899 

15.212.083 . 
0 

0 



Forecasted Cogeneration Payments for Panda 

Yaw 
1994 

1996 

19% 

1997 

1998 

1999 

ZOO0 

2001 

2002 

2003 

2001 

2006 

2006 

2007 

2008 

2009 

2010 

2013 

2014 

2015 

2016 

2017 

2018 

2019 

2020 

2021 

2022 

2023 

2024 

2025 

tnnw 
NIA 

NIA 

N/A 

54.75 

60.53 

59.53 

63.22 

65.91 

68.65 

71.53 

74.48 

77.56 

80.72 

84.06 

97.52 

91.14 

94.87 ' 

98.82 

102.69 

107.13 

111.59 

116.18 

121.03 

NIA 

NIA 

N/A 

NIA 

NIA 

NIA 

NIA 

NIA 

NIA 

TMd 
Paymmr 

0 

0 

0 

1 1,316,6SO 

12,510,887 

12,303,581 

13,066.81 3 

13,622.864 

14.189,0*9 

14.784.W 

15.588.485 

16.027.487 

16,683,815 

17.373.013 

18.06S.237 

18,137,102 

lS.608.269 

20,423.394 

21.264.906 

22.141436 

23.063.1 87 

24.01 2,189 

25.01 4,180 

0 

0 

0 

0 

0 

0 

0 

0 

0 

*achy 
Paynwni 

0 

0 

0 

3.903.039 

4,098,528 

4,307,499 

4,529,962 

4.769.146 

6,001,822 

5257.S80 

5,527,620 

6,810,742 

6,107,346 

6.417.432 

6.747.741 

7.001.S32 

7,448,805 

7,833,041 

8.230.761 

8,649.703 

S.093.609 

9,551,997 

10.044.ooo 

0 

0 

0 

0 

0 

0 

0 

0 

0 

*PV 
Pavwmnl 

0 

0 

0 

7,413,621 

8,412,359 

7,896,082 

8,538.861 

8,863,508 

8,196,227 

S328.468 

8,860,865 

10.21 6.745 

10,676,469 

10.S55.681 

1 1,341,496 

11,745.670 

12,15#,464 

12,590,352 

ia.oa4.145 

13.4S3.833 

13.969.578 

14,460,192 

14,870,090 

0 

0 

0 

0 

0 

0 

0 

0 

0 

F u l  

P d O n  
0 

0 

0 

7,184,022 

8.153.904 

7,713,105 

8.245.573 

8.646.WS 

8.857.267 

S.174.242 

9,495,541 

S.827.677 

10,171,646 

10.527.654 

10.896.122 

11.277.486 

11,672.198 

12.080.725 

12.W3.550 

12,941 ,175 

13,394,116 

13.862.9 10 

14.348.1 12 

0 

0 

0 

0 

0 

0 

0 

0 

0 

VHiabk 

OCM 
0 

0 

0 

249.599 

258.455 

282.977 

293.288 

317.1 69 

328.90 

352,226 

366,524 

389,067 

404323 

427.928 

445,374 

468.084 

487.266 

509.628 

530,595 

552.658 

575.463 

597.282 

621.979 

0 

0 

0 

0 

0 

0 

0 

0 

0 



v.u 
1994 

19% 

19% 

1997 

1998 

1999 

2000 

2001 

2002 

2003 

2004 

2006 

2006 

2007 

2o(M 

2009 

2010 

201 1 

2012 

2013 

2014 

2016 

2016 

2017 

2018 

2019 

2020 

2021 

2022 

2023 

2024 

2026 

Forecasted Cogeneration Payments for Pasco Cogen 

$IMW 
44.02 

45.43 

46.32 

48.19 

49.77 

51.59 

53.73 

55.99 

58.32 

60.60 

63.00 

65.72 

68.58 

71 .H 

74.44 

77.4s 

80.87 - 
84.42 

88.12 

92.02 

N/A 

N/A 

N/A 

NIA 

NIA 

NIA 

N/A 

NIA 

NIA 

NIA 

NIA 

NIA 

Total 
paynwm 

37.593.547 

38.796.454 

39,562,276 

41.155.007 

42,508.615 

44.OM0.O97 

46.890.94s 

47,118,081 

4S,M5.626 

51.752.046 

53,804.080 

56,128.71 3 

58,667,495 

61.W3.240 

63,616374 

66,170.841 

W 9 . ~ . 3 7 4  

72.W5.967 

75,267,368 

45,841,769 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

C.P.dy 
P a m n t  

17,324,141 

18.371.971 

19,309.880 

20,302.959 

21.1 30,525 

21.971.884 

25,089,099 

24,275,277 

25,502,634 

26,661,427 

27,888,983 

29.3QS.638 

aQ,813.051 

32.371 S34 

93,847,460 

a5.3~2.251 

37,198.104 

39.102.508 

41,088,665 

25,199,393 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

t u w v  
Paynunt 

20,269,306 

20,424,483 

20,252.396 

20,852,948 

21,578,089 

22.088.213 

22.M1.850 

23,642,804 

24.302.792 

25.0eQ.619 

25,916,097 

26,819.074 

27,764,444 

28.721 .W7 

U.729.514 

aQ.778.590 

31,889.270 

a2.ss3.461 

34,168.703 

20,842,576 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

Frvl 

PoniOn 
i~..si4.a59 

15.530.908 

15.111.154 

15.446.957 

15.698.610 

16.1 18,564 

16,514,752 

16,941,176 

17,368,093 

17305.769 

18,554,474 

18,785,600 

19,291,037 

19,831,166 

20,386.459 

20.957.260 

21,544,083 

22,147.31 8 

22.767.443 

13352.876 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

Vuiabh 

O M  
4.654.447 

4.893.575 

5,141,243 

5.405.991 

5.679.280 

5,969,649 

6,277,098 

6,601,629 

6,934,699 

7.284.850 

7,660,622 

0,053,475 

8,463,408 

8.890.421 

9,343,055 

9.821.31 1 

10,325,186 

10,846.143 

11.401.260 

6,989,499 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 



Forecasted Cogeneration Payments for Pasco County 

Yaw 
1994 

1 9 s  

1 9 s  

1997 

1998 

1999 

ZOO0 

200 1 

2002 

2003 

2004 

2005 

2006 

2007 

2006 

2009 

2010 

201 1 

@ 2012 

2013 

2014 

2015 

2016 

2017 

2018 

2019 

2020 

2021 

2022 

2023 

2024 

2025 

*mwn 
20.08 

80.79 

04.28 

08.46 

73.08 

75.82 

00.28 

84.55 

09.08 

93.88 

98.99 

100.99 

100.02 

112.81 

118.95 

125.67 

132.90 - 

140.47 

148.30 

150.57 

165.34 

NIA 

NIA 

NIA 

NIA 

NIA 

NIA 

N/A 

NIA 

NIA 

NIA 

NIA 

Total 
P a m n i  

3.703254 

8,574,021 

9,005.831 

9,056,599 

10,390,996 

10.707.008 

11.322.955 

1 1.924.104 

12,664, 160 

13,240235 

15,961,632 

14.242.560 

is.oa7.767 

15,882,053 

10,776,019 

17.723.733 

18,757,782 

lS.811.904 

20,915.433 

22,082,543 

25,318,230 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

C.P.dry 
Pavnunt 

0 

5.530.580 

5.884.320 

6,250,920 

8,654,380 

7.073.880 

7,523.760 

7,998.480 

8.506.320 

9.044.520 

9.818.600 

10,220,560 

10,877.160 

11,507,160 

12,301.320 

15.082.400 

13.Sl3,lO 

14,790,560 

15,737,520 

10,738,040 

17,799,240 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

h w v  
Paynnnt 

3,703,254 

3,037,401 

3.181.511 

3,398,679 

3.730.030 

5,033,128 

3.799,195 

3.925.024 

4.057.830 

4.1 95.71 5 

4,343,032 

4.014.000 

4.160,607 

4.314.893 

4.474.698 

4.641.333 

4.824.832 

5,015.444 

5,177,913 

5,545,703 

5.518.990 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

Fwl 
PorriOn 

3,020,036 

2,960.793 

3,102,428 

3,317,104 

3.652.492 

3.546.334 

3.709.607 

3,833.270 

3.902.573 

4,097.457 

4.241.679 

3.909.099 

4,052.034 

4,202,521 

4.358.392 

4.520.957 

4.700.043 

4.880.494 

5,044,450 

5.207.509 

5,576,021 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

Variabb 
OLM 

137.219 

76.608 

79.083 

81,574 

84.1 U 

80.794 

89,528 

92.349 

95.258 

98,258 

101,353 

104.90 1 

108.572 

112.372 

110.305 

120.370 

124,589 

128.950 

133.403 

139.134 

142.909 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 



Ymr 
1994 
1995 

19% 

1997 

1998 

1999 

ZOO0 

2001 

2002 

2003 

2004 

2006 

2006 

2007 

Zoo0 

2008 

2010 

201 1 

2012 

2013 

2014 

2015 

2016 

2017 

2016 

2019 

2020 

2021 

2022 

2023 

2024 

2025 

Forecasted Cogeneration Payments for Pinellas County 

*MWn 
26.68 
59.21 

62.60 

66.67 

71.77 

73.89 

78.13 

82.25 

86.64 

81.28 

96.23 

96.04 

103.49 

109.27 

115.40 

1 21.89 

128.84 

136.20 

143.75 

151.74 

160.19 

169.18 

176.67 

188.73 

199.40 

210.70 

222.68 

235.39 

248.84 

261 3 1  

274.18 

N/A 

TOW 

Payment 
9512.735 
21.108.806 

22.3 16.323 

23.769.021 

25.587.309 

26,342,626 

27.853.282 

29.323.947 

30,888.519 

32,543,059 

34.307.465 

54,950,998 

58,894,182 

38,957.1 65 

41.141.154 

43,456.166 

45,933,825 

48.557.612 

51,249,990 

54,096,334 

57.1 10,446 

60,312.863 

63,687,372 

67,284,531 

71.068.232 

75.1 15,086 

79,387,506 

83.917.633 

88,713,355 

93,159,731 

97.747.816 

0 

C.p.dtv 
Pmvmnt 

0 

13.420.140 

14.203.080 

15.168.230 

10,129,590 

17.1 46,470 

18.136.940 

19,307,620 

20.618.580 

21 ,‘923.130 

23.314.650 

24.783~140 

26,365,290 

28.037.790 

29,817,330 

31.710.600 

33.724.290 

35,865,090 

38.146.360 

40,508,160 

43.143.810 

45.893.400 

48.810.240 

51 ,914,400 

55,219,260 

58.731.510 

62,471,220 

66,451,770 

70,679,050 

14,539,980 

78,522,537 

0 

h.rw 
Pmvnwnt 

9,512,755 
7,688,866 

8.053.243 

8.602.791 

9,457,719 

9. 1 96. 156 

8J18.342 

9,936,327 

10,270,839 

10.619,828 

10,982,615 

10.1 57,858 

10,528.892 

lO.S18,375 

11,323,024 

11.745.586 

12.209.535 

12.692.522 

13.103.61 8 

13,528,174 

13,966,636 

14.41 9.463 

14.887.132 

15,370.132 

15.068.972 

16,384,176 

16,916,266 

17,465,865 

18,053,485 

18,619.751 

19225.279 

0 

FIN1 

Panim 
9,165,875 
7,494.865 

7,853,338 

8,596,589 

9,245.021 

8.876.758 

9,390,033 

8,702,689 

10,030,148 

10,371.563 

10,796,615 

9,892,691 

10,254,444 

10.835.321 

11,028,828 

11,441,281 

11 ,694,599 

12,366.563 

12.766.251 

13.1 79.000 

13.605.240 

14.045.41 9 

14.499.996 

14.969.446 

15.454.262 

15.954351 

16,472,039 

17,006,067 

17,557,696 

18.1 27,206 

18.71 5.494 

0 

Vmdmbh 

OhM 
346,861 
193,801 

199,906 

206.203 

212.698 

219,398 

226.309 

233.438 

240.791 

248,328 

256,200 

265,167 

274,448 

284,054 

293,896 

M4.286 

314.936 

325,958 

337.367 

348,175 

361 ,396 

374,045 

387.136 

400,686 

41 4.7 IO 

429.225 

444.248 

459.796 

475.889 

492.545 

509,784 

0 

. 



Forecasted Cogeneration Payments for Pinellas County (North) 

V... 

1994 
1996 

1996 

1997 

1998 

1949 

2000 

2001 

2002 

2003 

2004 

2006 

2008 

2007 

2008 

2009 

2010 

201 1 

2012 

2013 

2014 

2015 

2018 

2017 

2018 

2019 

2020 

2021 

2022 

2023 

2024 

2025 

*mw 
NIA 

NIA 

61.53 

65.54 

70.57 

72.61 

78.76 

80.80 

85.10 

89.64 

84.49 

96.18 

101.51 

107.18 

113.17 

11 9.52 

126.32 

133.52 

140.90 

148.70 

156.97 

165.74 

175.02 

184.85 

195.27 

206.30 

218.01 

230.42 

243.5s 

256.73 

268.31 

N /A 

TOW 
P.-t 

0 

0 

4,041,504 

4.305.778 

4.636.1 30 

4.770.327 

5,043.362 

5,50).731 

5.581 .lo6 

5,888,510 

6207.827 

6.318.156 

6.66S.513 

7.041.483 

7,435,228 

7,852,549 

8,298,251 

8,772,260 

9.257.220 

P,7W,860 

io .a izm3 

10.888,313 

11.4S8.687 

12,144,501 

12,829,237 

13.654.183 

14.323.043 

15,138,323 

16.001.3U 

16.801.76S 

17,627,719 

0 

* d t v  
P.Ym.nt 

0 
0 

2.558.400 

2.720.400 

2,893,200 

3,075,600 

3.271.200 

3.477.600 

a.6sr.coo 

a.iat.400 

4.182.000 

4.447.200 

4.7m.200 

6.OaS.mo 

6,348,400 

6,688,000 

8.049.200 

w.m.zoo 
6.S42.400 

7.276.100 

7 . 7 U I 0 0  

8.232.000 

8.765.200 

9,112,000 

S.so4.800 

10.534,SOO 

11.205.600 

11.918.600 

12,678.000 

13.370.400 

14,084,760 

0 

E n r w  
Pa- 

0 
0 

1.484.104 

1.585.378 

1,742,930 

1.694.727 

1.772.162 

1.631 ,131 

l.8S2.786 

1.967.110 

2,025,827 

1,871.PS6 

1,840,333 

2.012.293 

2.W8.828 

2.1844.5*s 

2.250.052 

2,339.060 

2,414,820 

2,483,000 

2,673.863 

2,657.31 3 

2,743.4S7 

2.832.508 

2.S24.437 

3,018,389 

3.117,443 

3.218.723 

3,325,328 

3.431,369 

3.542.959 

0 

Fwl 
P d O n  

0 
0 

1.447.264 

1,547.378 

1,703,733 

1,654,295 

1.730.456 

1.788.1 12 

1,848,421 

1,811,337 

1378,813 

1,823,089 

1,889,756 

1,958,946 

2.032.648 

2.1 08.474 

2.192.014 

2.278.SSl 

2.352.64E 

2.428.712 

2.507.262 

2,580,381 

2,672.1 53 

2.758.667 

2.848.01 2 

2.940.282 

3.035.574 

3,133.989 

3,235,618 

3.340.599 

3,449,013 

0 

Vuiabba 

OLM 

0 

0 

36.640 

38,000 

39,197 

40,432 

41.706 

43,020 

44.375 

45.772 

47.214 

48.867 

50,577 

52.347 

54.179 

56.076 

58,038 

60,070 

62,172 

64,348 

66,600 

68,931 

71.344 

73,841 

76,425 

79.100 

81.a69 

04.734 

87.700 

90.769 

93,946 

0 



Forecasted Cogeneration Payments for Ridge Generating Station 

v.u 
1991 

1996 

1996 

1997 

1998 

1999 

2000 

2001 

2002 

2003 

2004 

zoo5 
2006 

2007 

2008 

2009 

2010 

201 1 

2012 

2013 

2014 

2015 

2016 

2017 

2018 

2019 

2020 

2021 

2022 

2023 

2024 

2025 

*MW 
54.02 

54.21 

54.00 

54.71 

55.32 

56.15 

56.99 

57.65 

sa.75 

58.67 

60.64 

61.89 

82.79 

63.92 

85.10 

86.33 

47.61 .- 
68.82 

70.30 

71.73 

73.21 

74.75 

76.35 

78.02 

79.75 

81.54 

83.42 

85.38 

87.38 

59.20 

NIA 

N I A  

TOul 
Pamnt  

12,509,586 

16.735.548 

16,673,336 

16,890,440 

17,080282 

17.336.998 

17,594,985 

17,862.844 

18,137,686 

18,422.381 

18,720,446 

18,047,241 

18.385.385 

19.735.021 

20.OSS.388 

20,478.637 

20,872326 

21,278,330 

21,704,18S 

22.1U.M8 

22.603.78S 

25.079.885 

23.573.150 

24.086.775 

24.620.043 

25,175,881 

2S.755,OW 

26,364,316 

26,S80,145 

18.277.749 

0 

0 

Cvadry 
cavnnnt 

7,013,952 

9,351,936 

9,351.S16 

S,351.936 

S.361.938 

0,351,936 

9,351.9.36 

8.351.936 

S.351.936 

8,35l,S56 

8,351.S38 

8,351,836 

8,351,836 

061 ,836  

S.351.838 

8.351.838 

8.351.838 

0,351.S38 

S,361,S36 

S,351,S36 

8,351,836 

8,3S1,936 

8,551,838 

9.351.836 

S.351.S38 

8,351,938 

S,351,938 

9,331,836 

8.351.836 

0 

0 

0 

Er*rw 
Pwmant 

5.495.634 

7,383,610 

7,321,400 

7,538,504 

7.718.346 

7,s 8 5,0 6 2 

8.243.047 

8.510.908 

8.785.660 

S.070,466 

8,368,610 

S.895.305 

10.033.448 

10.383.085 

10,747.452 

11,128,701 

1 1,510,890 

11,927,394 

12,352,253 

12,732,652 

13,261.853 

13.728.949 

14.221 2 1 4  

14,734.839 

15,271.107 

15,824.045 

10.4O3.124 

17,002,580 

17,828,209 

18.277.749 

0 

0 

Fwl 
PatiUl 

4.133.670 

5,614,545 

5,462,800 

5,584.196 

5,675,242 

5.828387 

5373.827 

6.124.367 

6.278.702 

8,436,825 

6.688.1 35 

6,783.91 1 

6,973,861 

7,189,129 

7,389,864 

7,576.221 

7,788,555 

8,006,429 

8.230.609 

8,461,066 

8.897.975 

8.S41.519 

9.1 91.881 

S.449.254 

9.713.633 

8.989.820 

10,265,423 

10,552,855 

10,848,335 

11.152.689 

0 

0 

Varlabk 

OLM 
1,261,964 

1,769,066 

1.858.599 

1.964308 

2.053.104 

2.1 58,075 

2,269,220 

1,386,540 

2.608.948 

2,633.530 

2.769.375 

2.91 1,394 

3,059,988 

3.213.957 

3.377.588 

3.550.481 

3.732.636 

3,920.965 

4.1 21.645 

4.331.586 

4.553.677 

4.785.430 

5,029,333 

5.285.585 

5,557.274 

5,838,225 

8.137.700 

6.449.525 

6,779.874 

7,125.8M) 

0 

0 

400272 .. L . +,' , .<.%: ., .. 



Yaw 

1994 
1996 

1996 

1997 

1998 

1939 

2000 

2001 

2002 

2003 

2W4 

2006 

2006 

2007 

2- 

2009 

2010 

201 1 

D '01' 
2013 

2014 

2015 

2018 

2017 

2018 

7.019 

2020 

2021 

2022 

2023 

2024 

2025 

Forecasted Cogeneration Payments for Timber Energy 

$IMW 
54.59 
57.29 
60.23 

63.81 

68.35 

69.84 

73.38 

76.77 

78.36 

NIA 

NIA 

NIA 

NIA 

NIA 

N/A 

NIA 

NIA 

NIA 

NIA 

NIA 

NIA 

NIA 

NIA 

NIA 

NIA 

NIA 

NIA 

NIA 

NIA 

NIA 

N /A 

N/A 

1 4  
Pqmbnt 

5.127.623 
5,380.913 
5,857,831 

5,993,988 

6,420,051 

6,559,981 

6.892.628 

7,110,718 

1,840,026 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

C.p.dy 
Pmvnnnt 

3.1 21,043 
3,289,158 
3,487,229 

3,654,875 

3,851.71 1 

4.060.035 

4.279.466 

4,510,788 

1.142.340 

' 0  

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

- 

h r v v  
Paymm 

2,006,580 
2,091,756 
2.190.M12 

2.339.093 

2,568,340 

2,499,045 

2,613,161 

2.699.950 

807.886 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

Frvl 

PoniUl 
1,957,079 
2,040.695 
2.137.933 

2.284.785 

2.51 2.300 

2,442,140 

2.553.538 

2,638,448 

681,826 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

Vuimbk 
O l M  

49,502 
51,061 
52.569 

54.328 

56.040 

57.805 

59,626 

61,504 

15.960 

0 .  

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 
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V..f 

1994 
1996 
1998 
1997 
1998 
199s 

ZOO0 

2001 
2002 
2003 
2004 

2006 

2006 
2007 
2008 

2009 

2010 
201 1 
2012 
2013 
2014 
2015 
2018 
2017 
2018 
2019 
2020 
2021 
2022 

2023 
2024 
2025 

S m W H  
59.25 
61.20 
62.89 
65.80 
68.31 
71.03 
73.85 
76.76 
79.81 
82.98 

86.29 
90.00 

94.08 
98.36 
103.23 
107.84 
1 1  2.88 
118.05 
123.49 
129.18 
1s5.12. 
141.38 
147.93 
164.7s 
161.99 
169.50 
177.41 
185.68 
194.38 
203.47 

NIA 

NIA 

Toul 
Pavnmnt 

16.780.699 
46,703,938 
46.968.498 
48,991,577 
51.01 1 ,018 
53,047,014 
55,149,971 
57,325,918 
59,599293 
61,970.403 
64,437,450 
67,212,671 
70.256.1 10 
73.453.541 
55.507.456 
58.040.135 
60,694,248 
6a.473.900 
66,588,743 
69.457.1 S4 
72,6561,933 
76,0163 16 
79.538.835 
83.227.528 
87,098,212 
81,140.491 
95,389.862 
99,635,943 
104.518.382 
109,403,682 

0 

0 

E.P.dy 
Paynunt 

10,047,OOO 
27,844,080 
29,259,120 
30.757.056 
32.317.296 
33,732,336 
36.21 1,264 
56,739,296 
38,348,112 
40.030.320 
41,776,416 
43,761,168 
45.986.688 
48,3 3 8, 400 
36.789.984 
38.662.272 
40,629,600 
42.701.472 
U.887.3S2 
47.177.856 
49,572364 
52.1 10,432 
54,771,552 
57,565.728 
00,502,464 
63,581,760 
66.822.624 
70.225.056 
73.817568 
77,571,046 

0 
0 

k w v  
Paynmnt 
8,713,699 
17.859.856 
17.709.378 
18234.521 
18,695,722 
19,314,678 
19.938.707 
20,586,622 
21,251,181 
21.940.083 
22.661.034 
23.451.503 
24.269.422 
25.1 15.141 
18,717,472 
lS.377.963 
20,064,646 
20.771.428 
21,512,361 
i2.27s.338 
23.079,069 
23,806,484 
24.767285 
25,661,791 
26,595,748 
27.558.731 
28367.238 
29.610.887 
30,700.814 
31,852,034 

0 

0 

Fwl 
PoniOn 

5,172,030 
13.580.750 
13.213.702 
13,507,340 
13.727.568 
14.094.61 6 
14.449.800 
14,813,935 
15.1 87.246 
15.569.965 
15.962.328 
16.409.273 
16,868,733 
17.341.057 
12,855,157 
13.184.Yl 
13,583,988 
15,943,780 
14,334.206 
14.735.564 
15.148,100 
15,572,300 
16.008.333 
16.456.566 
16,817,350 
17,391,036 
17.877.985 
18,378,560 
18,893.168 
19,422,177 

0 

0 

Variabla 

06M 
1.541.669 
4.279.107 
4,495,576 
4.727.181 
4.968.154 
5,220,062 
5.488.907 
5.772.687 
6.063.935 
6.370.1 19 
6.698.706 
7,042,230 
7.ux).689 
7.774.084 
5,082,315 
6.183.421 
6.500.658 
6.828,648 
7.178.145 
7.543.774 
7,930,910 
8.334.176 
8,758.951 
8.205.232 
9.678.398 
10,167,695 
10,609,253 
11.232.319 
11.807.646 
12,409,858 

0 

0 
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Yam 

1994 

1995 

1996 

1997 

1998 

1999 

2000 

2001 

2002 

2003 

2004 

2005 

2006 

2007 

2008 

2009 

2010 

2011 

2012 

2013 

2014 

2015 

2016 

2017 

2018 

2019 

2020 

2021 

2022 

2023 

2024 

2025 

* / M W  

NIA 

52.71 

56.25 

59.61 

63.70 

65.64 

69.15 

72.60 

76.25 

80.10 

84.22 

85.35 

89.64 

94.61 

99.65 

104.98 

110.66 

116.68 

122.80 

129.26 

138.09 

143.32 

150.93 

159.00 

167.53 

176.53 

186.06 

196.14 

206.79 

216.90 

227.35 

231.48 

Tot4 

Payment 

0 

66.560.936 

78.339.232 

83.016.422 

88.71 3.05 1 

91.426.049 

90,305,396 

101,108,236 

106,194,966 

111,567.120 

117.300,254 

115.602J42 

121,692.64S 

128,164,614 

134.977.294 

142.202.995 

149,895.41 7 

1511,040,036 

166,336,668 

175.088.440 

184.339.238 

194,130,429 

204,434,581 

215.370.869 

226,917,488 

239.1 12.713 

252,016.860 

165,667,094 

zm.096.4W 

293.789.219 

307.950.999 

C.pacity 

Payment 

0 

39,091,581 

48.673.810 

49,479,156 

52,479,208 

55,682,530 

59,049,594 

62,626,626 

66,434,010 

70.471.746 

74.777.640 

77,174,988 

81,865,344 

86.855.802 

92.1 52.500 

97,785,666 

103,729,890 

110,056,584 

116,186,340 

123.91 9.1 56 

131.494.002 

139,556,076 

148,071,132 

157,157,404 

166.789,722 

177,009,030 

187.866.228 

ise.4oz.soo 

21 1,643,256 

223,073,664 

234,895,568 

60,225,544 43.660.716 

Ervrav 

Payment 

0 

27,469,355 

31,665,622 

33,537,266 

16,233,763 

35,763.719 

37,255.802 

38.481.610 

39.760,956 

41,095,374 

42.522.614 

38.427.754 

39,827.305 

41,298,712 

42.824.794 

44.417.329 

46.165.527 

47.983.452 

49,550,526 

51,169,282 

52.844.336 

54.574.353 

56,363,449 

50,213,105 

60,127,176 

62,103,663 

64.1 50.432 

66.264.594 

68,453,204 

70.71 5.555 

73,055,4441 

16.564.828 

Fwl 

PoniOn 

0 

26.195.570 

29,554,326 

51,328,146 

33.923.677 

33.346.906 

34.726.483 

35.833.987 

36,991.81 5 

38.198.880 

39,490,311 

35.275.745 

36,526,961 

37,841,975 

39,203,972 

40,623.701 

42.190.337 

43,820,517 

45,188,213 

46,599.150 

48,054.681 

4S.556.244 

51,105.31 1 

52,703,405 

54,352,095 

56.053.003 

57,807,804 

59.618.225 

61,486,051 

63.413.1 24 

65,401,346 

9,931,761 

Variabk 

06M 

0 

1.273.786 

2.1 11,296 

2.209.1 19 

2,310,086 

2.416.813 

2.529.320 

2,647,623 

2,769,131 

2.896.494 

3,032,504 

3.1 52,010 

3,301,344 

5,456,738 

3.620.822 

3,793,029 

3.975.189 

4,152,936 

4.362.105 

4.570.1 32 

4.799.655 

5.01 8.1 10 

5,258.138 

5,509.781 

5.775.681 

6.050.680 

6.342.628 

6.64S.369 

6.967.154 

7.302.431 

7.654.095 

6,633,067 
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3-17.080 
2s-17.081 
25-17.082 
25-17.0115 
25-17.013 
25-17 .OISl 
25-17.0132 
15-17.0113 
25-17.0134 
25-17.01J5 
25-17 . O W  
25-17 . O I 5  
25-17.016 
25-17 .017 
25-17 . O B I  
25-17 . O I l 2  
25-17.0tt3 
25-17 . O I 9  
25-17.090 
25-17 -091 

PART I11 

VTXLITIEL* OBLIGATIONS wn WARD TO 
CWDIZRATORS W W P O M R  PRODUCERS 

25-17.010 Dofinit ions m n d  Qualifying Cr i t e r i a .  
(1) For t h e  purpose Of t h e s e  tules t h e  Cocaaisrion adopts  t h e  Federal Energy 

Requlatory comisrion R u l e s  292.101 through 292.207, e f f e c t i v e  lurch 20,  1980. 
r q a r d i n g  d e f i n i t i o n s  and criteria that a -11 povrr producer or cogenerator must 
moot t o  achieve the status of qualifying f a c i l i t y .  -11 power producers and 
copenerators which f a l l  t o  mot the 1 z R C  er i tor ia  fo r  achieving qua l i fy inq  f a c i l i t y  
s ta tus  but  o t h e ~ i s e  meet t h e  ob joc t ives  of economically reducing F lo r ida ' s  
dependence on o i l  and t h e  economic defOrrA1 of u t i l i t y  pouer plant expenditures may 
peti t ion the Coanisrion to be gran ted  qua l i fy ing  f a c i l i t y  s t a t u s  f o r  t h e  purpose 
of receiving energy and Capacity payawnta pursuant t o  these ru le s .  

( 2 )  I n  98n8ral. under t h e  FERC r .gu la t ions ,  a -11 p e r  prcducer i s  a 
qual i fying f a c i l i t y  i f :  

( a )  t h e  small puer producer does not exceed 80 m; and 
(b)  t h e  primacy (at Aeaat 5 0 8 )  energy source of t h e  small p o w e r  producer L S  

bioausr, uas te ,  or mothe r  renowable resource: and 
(e) t h e  -11 puor product ion f a c i l i t y  is not w e d  by a parson primarily 

engaged i n  t h e  generation or sale of e l e c t r i c i t y .  This c r i t e r i o n  i e  m e t  if less 
than 50\ of t h e  oquity interest i n  t h e  f a c i l i t y  is w e d  by a u t i l i t y ,  u t i l i t y  
holdlnp company, or a subsidiary of t h m .  

(3)  I n  general .  unde r  the FERC regula t ions ,  a cogenerator 1s a qual i fyinq 

(a)  t h e  u*e fu l  thermal energy Output Of a toppin9 cyc le  cogeneration f a c i l i t y  
i s  not less than S t  of t h e  f a c i l i t y ' s  total  energy output per year;  and 

(b)  the  u s e f u l  Feuor output  p l u s  half  of t h e  useful  thermal energy output of 
a topping cyc le  cogeneration f a c i l i t y  b u i l t  a f t o r  March 13, 1980, u i t h  any enerqy 
input of natura l  gas or oi l  is g r e a t e r  than  42.54 o r  4 S t  lf t h e  u s e f u l  thermal 
energy output  1s l eas  than 1 5 t  of  t h e  t o t a l  energy output of t h e  f a c i l i t y ;  ana 

the  ueOfU1 pocrr output Of bottoming cycle cogenerat ion f a c i l i t y  b u i l t  
a f t e r  narch 13, 1980, w i t h  any  energy lnput as supplementary f i r i n g  of na tura l  gas 
or oil ie not less than 458 of t h e  na tura l  9ae o r  o i l  input  o n  an annual bamim; and 

f a c i l i t y  i f !  

(e )  

17-39 
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( d )  t h e  cogenerat ion f a c i l i t y  is not ovned by a person pr imari ly  engaged in 
t h e  generat ion o r  sal0 of e l e c t r i c i t y .  T h i s  criterion is met if laso than SO8 of 
t h e  equi ty  interest i n  t h o  f a c i l i t y  is ouned by a u t i l i t y ,  u t i l i t y  holding company, 
or a subs id ia ry  of them. 
Spocif ic  Authority1 3bbeOS(9), JS0.127(2), P.1. 
t u  Impluontodr  3bb.OS(9), 1 .5 .  
l i h t o r y t  Neu Sj13j81, b o n d e d  9 j 4 J 8 3 ,  forrerly 15-17.80. 

25-17.0&1 R s s O - ~ d .  

25-17.081 The U t i l i t t ' s  Obligatioa to h r ~ b s . ;  ~ 8 t O m O r ' I  S o h c t i o n  of 
Billing nothod. 

(1) Upon cOl8plLUlCO by t h o  +lal l fyLng f a c i l i t y  with Rulo 25-17.087. each 
u t i l i t y  s h a l l  p u r c h a ~ o  o l o c t r i e i t y  produced and s o l d  by qual i fy ing  f a c i l i t i e s  at  
rates uhich ham b..n agmb upon by tho u t i l i t y  .nd qua1ifying f a c i l i t y  or a t  t h e  
u t i l i t y ' s  p lb l i shed  t a r i f f .  Each u t i l i t y  shall fL10 a t a r i f f  or t a r i f f s  and a 
standard o f f e r  C O n t C a C t  or ConttaCt* for t h o  plrchas. of on8rqy and c a w c i t y  from 
qual i fy inp  f a c i l i t i e s  which r o f l e c t s  t h e  provimiono s8t f o r t h  in  thoro  mhs .  

Unloss tho Conmission dotormines t h a t  a l t m r r t i v m  mstering requirmnonts 
cause no advoroo o f f e c t  on t h o  Coat or n l i . b i l l t y  of mloctric service t o  tho  
u t i l i t y ' s  98noral body of CUstomors, o a c h t u i f f  and mtandard o f f e r  contract  s h a l l  
r p c i f y  the Collaring u t u i n q  requiramonts for bill ing p r p o s o s :  

(a) IlOUrly - V r d i n 9  Y t O i s  s h a l l  k roquired for qua l i fy ing  facil i t ies u i t h  
an instal led capc i ty  of  100 k i l w a t t a  oc -SO. 

(b )  ?or q u a l i f y i n g  f a c i l i t i o s  u i t h  an installed capac i ty  of l o s s  than 100 
L i l W A t t O r  a t  tho Option of t h o  qualifying f a c i l i t y ,  oithor hourly rocording 
metors. dua l  ki lwat t -hour  r . g i S t O r  t L r - o f d a y  a t o r s ,  or standard ki louat t -hour  
mters s h a l l  k ins ta l led .  Unloss spocial circumstances warrant, meters shal l  be 
read a t  monthly i n twva la  OR tho Approximato corrorponding day of Oach meter 
reading priod. 

(J)(a) A qualifying f a c i l i t y ,  upon mntering i n t o  a Contract for t h e  sa10 of 
firo capac i ty  and onergy or prior to  dol ivory  of am-avai l~blo  onerpy t o  a u t i l i t y ,  
shal l  oloet to  M k O  o i t h e r  sbultAn.ous plrchasos fra the  intorconnoctinp u t i l i t y  
and sales t o  tho  purchasing u t i l i t y  or net males t o  ths purchaalnp u t i l i t y .  Once 
made, the  rcloetion o f  a billing uthodology mry only bo changod: 

1. vkon a q u a l i f y i n g - f i c i l i t y  moiling as-avai lablo enorgy on tc r r  i n t o  
a noqotiated contract or s t anda rd  o f f o r  contract f o r  t h e  sale of 
f i r s  capac i ty  and energy: or 

2. uhon a f i n  capac i ty  and onorgy con t r ac t  o r p i r e s  or is lawfully 
tonnina ted  by e i t h e r  tho  q u a l i f y i n g  f a c i l i t y  or the purchasing 
u t i l i t y ;  or 

3. uhon the qua l i fy ing  f a c i l i t y  Io solliag as-aVAilabk onorgy and has 
not  char.@ billing U t h o d a  u i t h i n  t h e  las t  twolvo months8 and 

4. Uh8n t h e  e l e c t i o n  t o  chanpo b i l l i n p  mothods w i l l  not contrevena t h e  
p rovis ions  of Rulo 25-11.0832 or any c o n t r a c t k t u o e n t h c  qua l i fy ing  
f a c i l i t y  and t h o  u t i l i t y .  

T i m  capacity and enorgy c o n t r a c t s  i n  o f f e c t  prior t o  th8  e f f e c t i v e  da t e  of t h i s  
Nh shall remain unchanqod. 

I f  a qualLfying f a c i l i t y  dec ts  t o  ChAngO b i l l i n q  methods i n  accordance 
u i t h  t h i a  ru lo ,  much chango sha l l  b. subjoct t o  tho  f o l l w i n g  provisions: 

1. upon a t  bas t  t h i r t y  days advanco wr i t ton  not ice ;  
2. upon tho inmta l l a t ion  by t h o  u t i l i t y  of any addi t iona l  octering 

equipment reasonably required to  offeet the change Ln b i l l i n g  and 
upon payaunt by tho qua l i fy ing  f a c i l i t y  for such metering equipment 
and its i n s t a l l a t i o n ;  and 

( 2 )  

(b)  

r /  , 400278 
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3 .  upon COfnphtlOn and approval by the utility of any alterations to 
the interconnection reasonably required to effect the chanqc in 
billinq and upon pa-nt by the qualifyinq facility for such 
alterations. 

( e )  Should a qua1LPying facility olect to make simultaneous purchases and 
isles, purchases of OhCtriC service by the qualifyinq facility frorn the 
lnterconnectlnq utility shall be billed at the rata11 rats schedule under which the 
qualifying faclllty load would receive eervice AS a non-qcneratinq customer of the 
utilltyi sales Of ~1OCtriCLCY dellvored by the qualifying facility to the 
purchasing utlllty shall be purchased at the utllity's avoidod onerqy and capacity 
rates, whero applicablo, in aceordanco Wlth Rules 25-17.0825 and 25-17.0832. 

Should a qUAltfyin9 facility oloct a net billlnq u r a n q w n t ,  the hourly 
net enerqy urd capacity sales de1Lvor.d to the purchasinp utillty ahall b. 
purehasod at the utility's avoided onorgy md capacity rates, where applicable, in 
accordance with Rules 25-17.0825 and 25-17.0812; plrchares fromthe interconnecting 
utlllty shall be bi11.d pursuant to tk. utility's applicable standby service or 
rupplwntal s e ~ l c e  rate rchdulos. 

Paylwnts for enerqy and capacity .old by a qurlifyinq ficilLty shall 
bo rendorod monthly by the purcharlnp utility urd as promptly as possible, nomally 
by the tcnntioth buslnesa day f o l l w l n q  +h. day tho ntor is read. The 
kilcuatt-hours sold by the quallfyinp facility, tho applicablm avoided enrrqy rate 
at uhlch p a m n t s  wore u d e ,  and tho rate and mount of the applicable capacity 
payment shall accompany the p a w n t  by the utlllty to tbe qusllfyinq facility. 

(b) Uhero slmultanwus purchasr and ra1.s u a  u d e  by a quallfyinq facility, 
avoidd energy and capacity paylwnts to thU quallfyinq facility may, at the option 
of the quallfylng facllity, be s h o m  am a credit to the qualifylnp facility's bill; 
the kllcuatt-hours producod by the quallfyinq faclllty, tho avolded enerqy rate at 
which paywnts W r e  made, and tho rat. and mount of ths capacity payment shall 
accompany tho blll to the qualifying facility. A erodit rhall not exceed the 
amount of the quallfyiag facility'. blll from tbo utllity ubd the excasa, if any, 
shall be paid directly to tho quallfyinp facility &I accordance with this rule. 

(5) A utllity may r8quln a aocurity deposit t r a  osch Lnterconnected 
qualifying facility ln accordance with Rule 25-6.097 for tho qualifyinq facility's 
purchase of p m m r  from th. utillty. Each utllity's tariff shall contain specific 
criteria for determlninq the applicability and mount Of a deposit from an 
interconnected quallfyinq facility consirtont with projected net cash flow on a 
monthly basls. 

(6) Each utility shall keop soparate accounts for sales to pualifyrnq 
faeilitlss and purchases from quallfylnq facllitles. 
specific Authority: 366.051, 350.127(2) ,  P.S. 

Xistoryt maw S/13/81, luembd 9/4/83, forrerly 25-17.82, amanded 10/2S/SO. 

(d) 

( I ) ( . )  

U U  hpluOntOd1 36k.051, 1.8. 

25-17.0825 &r-A.ailrbl* mew. 
(1) As-available enerW is energy produced And sold by a qualifyinq facility 

on an hour-by-hour basis for uhich contractual coeknitments as to the quantity. 
time, or reliability of delivery are not required. Each utility shall purchase 
as-available energy from any quallfyinq facllity. As-iVailAble enerqy shall be 
eold by a qualifyinq facility and purchased by a utlllty plr.uant to the terms and 
conditions of a plbllshed tarlff or a separately neqotlated contract. 

As-available energy sold by a quallfyinq facility shall be purchased by the 
utllity at a rate, ln cents per kilowatt-hour, not to exceed the utility's avoided 
energy cost. B 8 ~ ~ u . e  of tho lack of assurances as to the quantity, time, or 
rellabllity of dellvery of as-available energy, no capacity payments shall be made 
to a quallfylnq facitlty for the delivery of as-available onerqy. 

( a )  Tariff Rates: Each utillty shall publlsh a tariff for the purchase of 
as-available enerqy f r m  quallfylng facilities. Each utlllty's publlshed tariff 
shall state that tho rate of payment for as-available enerqy is the utility's 
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avoided enerqy coot  as defined i n  rubsect ion ( 2 )  of t h i s  r u l e .  less t h e  addi t iona l  
Costs d i r e c t l y  attr ibutable to  the  purchase of such  energy from w a l i f y i n g  
f a c i l i t y .  The additional coats d i r e c t l y  associated w i t h  t h e  purchase of  
as -ava i lab le  energy f r a  qua l i fy inq  facil i t ies .hal l  be s p e c i f i c a l l y  I d e n t i f i e d  i n  
t h e  u t i l i t y ' r  t a r i f f .  

( b )  COntract Rates: Each u t i l i t y  may e n t e r  i n t o  a reparately negot ia ted 
.contract  for t h e  purchase of a s - a v a i h b l s  anergy freta a qua l i fy inq  f a c i l i t y .  All 
c o n t r a c t s  f o r  t h e  purchase of a r -ava i l ab le  energy between a q u a l i f y i n g  f a c i l i t y  and 
A u t i l i t y  Ohall be f i l e d  w i t h  the CouAisrion wi th in  10 workinq days of t h e i r  
r iqninq.  Those qua l i fy inp  f a c i l i t i e s  wishing t o  neqo t i a t e  a contract fo r  t h e  s a l e  
of fim capacity and energy with  te- different froe t h o r r  i n  a u t i l i t y ' s  standard 
o f f e r  con t r ac t  u y  do ro purruant  to Rule 25-17.0052(2l. Whrn p a r t i e s  cannot 
aqree on the te- and conditions of a negot ia ted  contract, e i t h e r  pa r ty  may apply 
t o  the  Ceminsion for r e l i e f  pursuant  t o  Rule 25-17.0034. 

Avoided energy COstr amsoelated w i t h  a#-aVail.bh energy are defined 
as t h e  u t i l i t y ' r  a c t u a l  avolded .norm cost &fore  t h e  sale of lntmrchanqe enerqy. 
Avoided energy costs aaroc ia ted  wi th  a#-ava i lab le  energy s h a l l  be a l l  c o s t s  t h e  
u t i l i t y  avoided due t o t h e  purchase of as -ava i lab le  enerqy, i n c l u d l n q t h e  u t i l i t y ' s  
incremental fue l ,  i d e n t i f i a b l e  v a r i a b l e  opera t inq  and maintenance e x p n s e ,  and 
ldent i f iab le  v a r i a b l e  u t i l i t y  pOu8r purCb.Ser. Demonstrable u t i l i t y  adminis t ra t ive 
costs required to  calculate avoided emrW coa t#  u y  be d e d u c t e d  Cra avoided 
enerqy paywnts .  Avoided l i n e  losses r e f l e c t i n q  the vo l t aqe  at  which qenerat ion 
by t h e  q u a l l f y b g  fACilLty 21 reC0LV.d by t h e  u t i l i t y  # h a l l  a100 be included in t h e  

energy eort asrociatod viLb an-avai lable  energy determinimtical ly ,  on an 
hour-by-hour baris, a f t e r  accountinq for interchange .ales which have taken place,  
ur inq t h e  u t i l i t y ' r  aCtu.1 aT0id.d enerqy Coat for t h e  hour, a# a f fec t ed  by t h e  
output of  the qua l i fy i aq  f a c i l i t i e r  connected t o  t h e  u t i l i t y ' #  syatem. A aeqawatf 
block s ize  a t  least equal t o  t h e  mort rrcent ava i l ab le  ertbate of t h e  combined 
averaqe hourly qeneration of all quaf i fy inp  f a c i l i t i e s  u k i n q  enerpy sales based 
on t h e  u t i l i t y ' r  a#-available emrqy rate to  t h e  u t i l i t y  o h a l l  be u r d  t o  c a l c u l a t e  
t h e  u t i l i t y ' r  hourly avoided energy -ti aseoc ia ted  w i t h  a r - & V ~ i l a b l ~  enerqy. For 
t h e  plrpore of t h i s  subsection. interchange males are i n t e r - u t i l i t y  sales which  are 
provided at  t h e  option of the u l l i n q  u t i l i t y  exc lus ive  of c e n t r a l  pool diBpatch 
t ransactions. 

(b )  Each u t i l i t y ' r  t a r i f f  sha l l  include a d e s c r i p t i o n  of the uthodoloqy t o  
b. used i n  t h e  ca l cu la t ion  of  avoided energy cos t  implewnt lnq  subsection (21  of 
t h i n  pule.  Each u t i l i t y ' s  Lrplementation methodology s h a l l  Specify t h e  method b y  
which t h e  u t i l i t y ' s  incremental f u e l  and opera t ing  and maintenJnce.cost1 and l i n e  
losses are .determined. 

. ( 3 ) ( a )  ror qual i fy ing  f a c i l i t i e s  w i th  hourly recordinq .peters, l a o n t h l y  
paymentr for as-avai lable  energy s h a l l  be Mde and s h a l l  be ca lcu la t ed  bared on t h e  
product of: (1) the  u t i l i t y ' .  a c t u a l  avoided energy rate f o r  each hour during t h e  
month; and (2) t h e  quant i ty  of energy #old by the qua l i fy ing  f a c i l i t y  d u r i n g  that 
hour. 

meters, monthly p a p e n e s  for as-avai lable  enerqy shal l  be ca lcu la t ed  based on t h e  
average of t h e  u t i l i t y ' s  actual hourly avoided energy rate fo r  t h e  on-peak and 
off-peak periods during the month. 

(c) lor qual i fy ing  facl1iei.a w i t h  s tandard k i l w a t t - h o u r  =term, IIKJnthly 
payments f o r  as-avai lable  energy sha l l  b. ca lcu la t ed  based on t h e  average of t h e  
u t i l i t y ' r  a c t u a l  hourly avoided energy r a t e  for  t h e  of f -peak  periods d u r i n g  t h e  
month. 

Each u t i l i t y  s h a l l  f i l e  u i t h  t h e  Comaismion by t h e  t w e n t i e t h  bus ineaa  day 
of t h e  fo l lov inq  month, a monthly report  of their a c t u a l  hourly avoided ene rgy  
c o s t s ,  t h e  averaqe of  t h e i r  ac tua l  hourly avoided energy comtr for t h e  on-paak and 

(2)(a) 

datemiIUtiOn Of avoided *MrW COS+*. t a c h  U t i l i t y  Ohall C a l C U h t O  i t s  avoided 

(b)  lor q u i l i f y i n q  f .CLli tLe.  w i t h  dua l  ki lovat t -hour  r eg iS te r  time-of -day 

( 4 )  
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0 f f - P . k  - r i d *  dUrin9 t h e  -nth, and t h e  averape of t h e i r  a c t u a l  hourly avoided 
enerpy costa f o r  t h e  month w i t h  t h e  Commission. A copy s h a l l  bc f u r n i s h e d  t o  any 
individual who r eques t s  such infornution. 

( 5 )  Upon reques t  by a qual i fy ing  f a c i l i t y  or any interested person, each 
u t i l i t y  s h a l l  provide w i t h i n  30 days i t a  oost c u r r e n t  pro jec t ions  of i t s  generat ion 
mix. f u e l  p r i ce  by t y p a p f  fue l ,  and a t  learnt a f i v e  year p r o j e c t i o n  of f u e l  
forecas ts  t o  estimate fu ture  as -ava i lab le  energy pr ices  as e l l  as a n y  o ther  
information reasonably required by t h e  qua l i fy inq  f a c i l i t y  t o  p r o j e c t  f u t u r e  
avoided cost  p r i c e s  including, but not limited to, a 2 4  hour advance forecast  of  
hour-by-hour avoided e n e r w  C O l t s .  The u t i l i t y  a u y  eharqe an appropr i a t e  fn, not 
t o  exceed t h e  actual cost of production m d  copying, f o r  providing such 
information. 

( 6 )  U t i l i t y  payment. for am-available e n e m  made t o  q u a l i f y i n g  f a c i l i t i e s  

Coanirsion'r poriodic review Of fue l  and purchased pouer. U t i l i t y  payments f o r  
am-available energy mdo to qua l i fy ing  f a c i l i t i e s  pursuant t o  a mepuately 
neqotiated Contract shall be rocoverable  by the  u t i l i t y  through the  Comnissionas 
poriodic r e v i w  of f u e l  and purehamod pauer eomts i f  th. payment. are not 
reamonably pro jec ted  t o  rosu l t  i n  h igher  cort.olectric BeNiCe t o  t h o  u t i l i t y ' ,  
general body of ra tepayers  or advermely a f f e c t  the adequacy or r o l i a b i l i t y  of 
olectric servico t o  a l l  custmerm. 
Specific Authority: 366.0S1, 350.127(2), 1.1. 
l a w  I = p l u e n t d :  366.051, 1.1. 
Xistory: Ww 9/4/83, fomerly 25-17.82, udd 10/25/90. 

Specific Authority: 366.04(1), 366.0S( l) ,  366 . O S ( 9 ) ,  310. 127 ( 2 ) ,  1.1. 
Xar Impluentod: 366.05(9), 1.1. 

plr*uMt t o  t h e  u t i l i t y ' #  t a t i f f  a h a l l  k rmcoverable by t he  u t i l i t y  through the  

25-17.083 ti- Energy A d  Capcity.  

I Xistory: Wow 9/4/83, fomer ly  2s-17.83, Repa1.d 10/2S/90. 

25-17.0831 Contracts.  
cpci f ic  Authority: S66.OS(9), 350.127(2), ..a. 
Xar I m p l u e a t d :  366.0S(9), 1.1. 
Xistory: mer 5/13/81, uondd 9/4/83, f o m e r l y  25-17.831, Repealed 10/25/90. 

21-17.0832 1im Capscity A d  En*- C O O t r a C t S .  
(1) Firm capac i ty  and onergy are capac i ty  and energy produced and  sold by a 

qualifyinq f a c i l i t y  and purchased by a u t i l i t y  pursuant t o  a negot ia ted cont rac t  
or a standard o f f e r  contract subject t o  c e r t a i n  contractual  provis ions  as t o  the 
quant i ty ,  the  and r e l i a b i l i t y  of del ivery.  

Within one working day of t h e  execution of a negot ia ted c o n t r a c t  or the  
rece ip t  of a miqned mtandard o f f e r  contract, t h e  u t i l i t y  # h a l l  n o t i f y  the  Director 
of t h e  Divis ion of tloctric and Gas and provide t h e  m u n t  of coaraitted capaci ty  
and t h e  eroidod u n i t ,  i f  any, t o  which t h e  c o n t r a c t  should be appl ied.  

Within 10 working days of t h e  exemtion of a negOtLAted c o n t r a c t  fo r  the  
purchase of fira Capaci ty  and energy or wi th in  10 working days of r e c e i p t  of a 
sLqned s tandard ofter contract ,  t h e  purchasing u t i l i t y  s h a l l  f i l e  u i t h  t h e  
-ission a copy of t h e  signed contract and a sunnary of i t s  terms and condition.. 
A t  a minimum, much A s-ry s h A l 1  repor t :  

1. t h e  name of the  u t i l i t y  and t h e  m e r  and/or ope ra to r  of t h e  
qua l i fy ing  f a c i l i t y ,  who are s iqna to r i e s  of t h e  con t r ac t ;  

2. t h e  amount of c o m i t t e d  capaci ty  specified i n  t h s  con t r ac t ,  t h e  s i r e  
of t h e  f a c i l i t y ,  t h e  type  of t h e  f a c i l i t y  i t s  loca t ion ,  and i t 8  
in terconnect ion and t ransmission requirements; 
t h e  amount of annual and o n - p a k  and off-peak energy expected t o  be 
de l ive red  t o  t h e  u t i l i t y ;  

(a) 

(b)  

3. 

4. t h o  type of uni t  k i n 9  avoided, its r l z e  and i t s  in-serv ics  year;  
5.  t h e  in-merviee da t e  of t h e  qua l i fy ing  f a c i l i t y ;  and 
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6. t h e  d a t e  by which t h e  do l ive ry  of firm Capacity and energy i a  

Pr ior  to  t h e  Anticipated in-serv lce  d a t o  of tho  avoided U n i t  specified i n  
t h e  cont rac t ,  a qua l i fy lnq  f a c i l i t y  which has noqot ia td  f lm  CJPaCiCy and energy 
con t r ac t  or has accepted a u t i l i t y ' s  s tandard o f f e r  contract m y  sell a#-aVailable 
energy t o  any u t i l i t y  pursuant t o  RulO lS-17.082S. 
. ( 2 )  Negotiated Contracts.  Utll i t los and q u a l l f y i a q  facilities aro encouraged 

t o  negot ia te  con t r ac t s  for the purchaoo of firm capac i ty  and enerqy. such  
cont rac ts  ulll bo considerod prudont for c o s t  rocovory purpoacs if it i s  
demonstrated t h a t  t ho  purchrso Of fim capac i ty  and onorgy from t h e  w a l i f y i n g  
f a c l l l t y  pursuant t o  tho rat.., t e a ,  md othor condl t fons  O f  tho cont rac t  can 
roasonably bo o x p e c t d  t o  con t r lbu to  towards t h a  d e f o r r a l  or avoldance of 
addi t iona l  capaci ty  conotruet ion Or Other  c a p a c i t y - r o l a t d  Costa by tho  purchasing 
u t i l i t y  a t  a coot t o  tho u t i l i t y ' .  ratepayor. which does not o x c o d  f u l l  avoided 
costs, giving consldorat ion to  t h o  ch.ractori*tics of tho c a p a c i t y  urd onerqy ,to 
b. dsl ivorod by tho qualifyinp f a c i l i t y  undor thm contract. Negotiatod cont rac ts  
oha l l  not  bo ovaluatod against an ovoidd u n i t  i n  A s tandard  o f f o r  contract .  t h u s  
proservinq tho  standard o f f o r  for .Ull qualifying f aCi l i tL00  as doscribed i n  
rubsoction ( 3 ) .  In revievlnq negotiated firm c a p a c i t y  and onergy cont rac ts  io: t h e  
pu'poso of -st rococnry, tho Coaaiorion sh.11 consider factors r o h t l n q  t o  t h e  
c o n t r a c t - t h a t  uould beact tho utility's aoneral body of retail  and whololale 

expected t o  comence. 
(c )  

- - - - ~ ~~ 

e u o t o w r s  including: 
fa )  whothor a d d l t i o r u l  fim Cameitv and .norm i s  noodod by tho  ulrchaoino 

~ .~ 
utility and by rlorlda U t L l L t i 0 8  trim a i t a twide  $rspec t ivo i  a& 

(b) uhothor tho  cueula t lvo  premont w r t h  of firm c a p a c i t y  and onorqy paymenta 
made t o  the qua l i fy ing  f a c i l i t y  ovor  tho tom of t ho  contract aro pro)*Ctod t o  bo 
no qroa tc r  than: 

1. the  cuao1atiW prO*ent uorth O f  t h o  valuo of y O U - b y - y O A r  d e f e r r a l  
of t ho  cons t ruc t ion  and opora t ion  of 9enoration or part0 thoreof by 
t h o  purchasing u t i l i t y  over t h o  tom of t h o  contract; Ca lC~la tod  i n  
a e c o r d a n a  with subsoction ( 4 )  and paragraph (SI(.) of  t h i s  rule. 
providing that tho contract i s  d o a i g n d  t o  eont r ibu to  towards t ho  
d o f o r r a l  or avoidance of such c a p e i t y ;  or 
t h o  cumulatiVe pteOOnt w r t h  of othor  capac i ty  and onorgy r e l a tod  
costs t h a t  tho  contract i s  doriqned t o  avoid such as fuol,  o p r a t i o n  
and uintenmeo oxponsor or a l t o r n a t l v o  purchasos of capac i ty ,  
providing t h a t  t ho  contract is deslqnod to  avoid such costs; and 

t o  the oxtont t h a t  annual flrm capac i ty  and onorgy p.ylll.nto pudo t o  t h e  
qua l i fy ing  f a c i l i t y  i n  any y o u  exceed t h a t  yoa r ' s  annual valuo of dcfor r ing  the  
conrtructioa .ab operation Of gonoratLon by tho  p l rchas inq  u t i l i t y  o r  other 
capaci ty  urd onorpy relatod cost.. whothor t h o  contract contains provls ions t o  
ensure r o p r y u n t  of such p a p n t s  excnding t h a t  y0.r'. Waluo Of doforrinq t h a t  
C 8 p . C L t y  i n  t ho  w o n t  t h a t  t h o  qua l i fy ing  f a c i l i t y  f a i l s  t o  d o l i v e r  f i rm capac i ty  
and onerpy purouant to tho to- and condi t ions  Of t ho  c o n t r a c t ;  provided, hovever, 
t h a t  provisions t o  ensuro r o p a p n t  may bo baood on forocamtod data;  and 

considorlnp tho technica l  n l i a b l l i t y ,  v l a b l l i t y  and f inanc ia l  s t a b i l i t y  
of tho  qual i fying f a c l l i t y ,  whothor the  con t r ac t  contains p r o v i s i o n o t o  p ro tec t  t h e  
purchasinq u tL l i ty ' o  ra tepayers  i n  t ho  evont t ho  q u a l i f y i n 9  f a c i l i t y  faill t o  
de l ive r  firm capac i ty  and onorgy i n  tho  amount and t h e m  rpecifiod i n  t h e  cont rac t .  

upon p e t i t l o n  by a u t i l i t y  or pursuant t o  a Conmission act ion.  each publ ic  
u t i l i t y  s h a l l  submit for Coadsoion approval a t a r i f f  or t a r i f f s  and a Btpndard 
offer contract  or con t rac t s  for t h e  purChAs0 of flm capac i ty  and energy from small 
qual i fyinq faci l i t ies  l o s s  than 7 s  r q a u a t t ~  or from solid uamte f a c i l i t i e s  a# 
definod i n  Rulo 25-11.091. 

(b)  The ratom, t o m s ,  and o thor  condl t ionr  c o n t a i n d  l n  each u t i l i t y ' s  
otandatd offor c o n t r a c t  or contract.  s h a l l  be based on t h o  need for and equal t o  
the  avoided cos t  of do fe r r lng  or avo id lnq tho  cons t ruc t ion  of addi t iona l  generat ion 

2. 

(c )  

(d)  

(3) Standard Offor  Contracts.  
( a )  
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capac i ty  or par t s  thereof  by t h e  purchaminq u t i l i t y .  Ratos f o r  payment o f  capac i ty  
mold by s qual i fying f a c i l i t y  sha l l  ba mp.cifiod i n  t h e  Contract for t h e  dura t ion  
of thm contract .  I n  r o v i w i n q  a u t i l i t y ' .  mtandard of for  con t r ac t  or c o n t r a c t s ,  
thm Comisr ion  sha l l  considor thm er i tor ia  s p e c i f i o d  i n  paraqraphm ( 2 )  ( a ]  throuqh 
( ) ) ( d l  of t h i s  N l o .  as -11 a* any 0th.r informat ion  r e l a t i n g  to tho  determinat ion 
of t h e  u t i l i t y 'm  f u l l  avpided Costs. . I n  l lou  of a mcpra to ly  nogot ia tod Cont rac t ,  a qua l i fy inq  f a c i l i t y  under 
7s megavatts or a molid waste f a c i l i t y  as dofinod i n  Rule 2S-17.091(1], F.A.c., may 
accept any  u t i l i t y ' s  standard o f f o r  c o n t r a c t .  Qual i fy inq  f a c i l i t i e s  w h i c h  a r e  7 5  
wqawat t s  or proator  may ncqot ia to  contractm for  tho purchase of capacity and 
onmrgy pursuant t o  subsoetion ( 2 ) .  Should a u t i l i t y  f a i l  t o  nmqotiato i n  qood 
f a i t h ,  any qua l i fy ing  f a c i l i t y  may apply to  tho CoaPirsion for rolimf pursuant t o  
nu10 25-17.0834, ?.A.C. 

Within 60 dry. of rocoipt O f  a rignod r t a n d u d  offor contract, tho u t i l i t y  
s h a l l  o i tho r  aCCOpt and miqn tho  COII t rLCt  urd r O t U t n  it w i t h i n  fivm days t o  t h e  
qua l i fy ing  f a c i l i t y  or p t i t i o n  the -immion not t o  accopt thm con t rac t  and 
provido j u s t i f i c a t i o n  f o r  t ho  rofumal. 

1. a roarnonablo a11.9atlOfI by th. U t i l i t y  that recoptanco of t h e  
standard o f f o r  w i l l  excood tho mubmcription lhit of t h e  avoided 
u n i t  or un i t s ;  or 

2. matorial oridonco that bocaumo tho qual i fyinq f a c i l i t y  i s  not  
f i n a n c i a l l y  or t s c h n i c a l l y  v i ab lo ,  it is  unlikoly t h a t  t h e  Comi t tod  
capac i ty  ud enorgy would bo mado a V m i l a b 1 0  t o  tho u t i l i t y  by t h e  
dato mpocifiod i n  t h o  mtandud o f f o r .  

A mtandard offor contract which ham k o n  acc0pt.d by a qua l i fy ing  f a c i l i t y  s h a l l  
apply towards tho  mubmcription 1Mt of t h o  u n i t  domignatod in t ho  con t r ac t  
o f f o s t l v o  tho date tho u t i l i t y  roceivem t h o  acc0pt.d Contract. I f  tho  Contract i s  
not aecoptod by t h o  u t i l i t y ,  i ts  o f f o c t  #hall bo removed f r m  tho  subsc r ip t ion  
lhit offoc t ivo  tho  d a t o  of tho Camismion ordor granting t h o  u t i l i t y ' m  p o t i t i o n .  

( 0 )  H i n i n u  S p c i f l c a t i o n s .  t a c h  r turdud offor contract mhall, a t  minimum, 
mpecify: 

( e )  

( d )  

Such p e t i t i o n s  may bo bamd on: 

P 

1. 
2. 

3. 

4. 

5. 

6. 

0 ,  
. .  

22.. _: 

t h o  aroidod u n i t  or un i t s  on which t h e  contract i m  bas&; 
tho total u a r n t  of comittod capaci ty ,  l a  megawatts, noodod t o  
f u l l y  mubmcribm tho  aroid& u n i t  mpcifiod i n  t ho  w n t r a c t ;  
t ho  paymont options avaihblo t o  t h o  qual i fying f a c i l l t y  includinq 
a l l  f i n a n c i a l  urd oconaric ammumptionr neeommay t o  c a l c u l a t o  t h e  
f i e  capac i ty  payuntm mvailablo undor oach payll.nt op t ion  and an 
Ll lustrat ivm c a l c u l a t i o n  of f i r m  capacity paymoncm for  a minimum t e n  
yoar tom Contract cormvncing w i t h  tho in-sorvrce date of t h e  
avoidod u n i t  f o r  oaeh p a y u n t  opt ion;  
t ho  dato on which  t h o  mtandard cont rac t  o f f o r  oxpiros.  T h i s  d a t e  
mhall k a t  learnt fou r  yoarm k f o r o  the an t i e ipa tod  in-serv ice  d a t e  
of t ho  avoided u n i t  or unitm unloss tho  ovoidod u n i t  could be 
conmtruc td  i n  1osm than f o u r  yoarm, or whon Lho subJcriptlon limit 
hac boon roachod; 
t ho  da to  by which f i r m  capac i ty  and onorpy d o l i v o r i c s  from t h e  
qua l i fy inq  f a c i l i t y  t o  tho  u t i l i t y  sha l l  c-nce. Thim da te  mhall 
bo no l a t e r  than tho a n t i c i p a t d  in-sorvicc dato of t h e  avoided u n i t  
spoc i f iod  i n  tho  contract; 
t ho  potid of tLnv ovor which f i n  capacity and energy s h a l l  be 
dolivorod f r m  tho qua l i fy inq  f a c i l i t y  t o  t h e  u t i l i t y .  F i r m  
capac i ty  and onorgy mhall bo dolivorcd. a t  a minimum, for a perrod 
of t on  years ,  cumoncinq w i t h  the  ant ic ipated in-sorvice date of t h e  
avoided u n i t  mp.cif1.d i n  t h e  eontract .  A t  a maximum, f i r m  capac i ty  
and onorgy #hall  bo d01ivor.d for a poriod of t i m e  equal t o  t h e  
an t i e ipa tod  plant l i f o  of t h o  avoided u n i t ,  co~unencinq w i t h  t h e  
an t ic lpa tod  in- re rv ieo  da to  of t h e  svoidod u n i t ;  

17-45 

400283 



Suoo. No. 157 COHSERVAIION G d u s  A)(D RLU TED IUm as CBAPTER 2 5 - 1 7  

7.  t h e  minimum performance s tandards  (01 t h e  do l ivo ry  Of f i r m  Capacity 
and energy by t h e  qua l i fy ing  f a c i l i t y  during tho  u t i l i t y ' s  d a i l y  
seasonal park and 0ff-p.k p r i d e .  Thoso p r f O ~ & n C e  standards 
shal l  approxiMto  tho  antiCipatOd peak and off-peak a v a i l a b i l i t y  and 
capac i ty  f ac to r  of t h o  u t i l i t y ' s  avoidod U n i t  Over tho  term of t h e  
cont rac t ;  . 
provis ions  t o  onsuro repayment of paymonte to  tho  Oxtent t h a t  annual 
f i r m  capac i ty  and enorgy papen t .  -do t o  t h o  q u a l i f y i n g  f a c i l i t y  i n  
any yoar  exceed t h a t  yea r ' s  annual  value of do fe r r ing  t h e  avoided 
u n i t  s p c i f i o d  i n  the contract i n  tho  e v o n t ' t h a t  t h e  pual i fying 
f a c i l i t y  f a i l s  t o  p r f o l r  pursuant  t o  tho toms and condi t ions  of 
tho  contract. Such provis lons  u y  bm Ln tho f o a  Of a sure ty  bond 
or mquivalont assurance of repayment of paywnts  oxceeding t h e  
year-by-yOAr valuo of dofor r inq  tho  avoidod u n i t  spoe i f iod  i n  t h e  
contract. 

The  omission u y  approve c o n t r a c t s  t h a t  specify: 
1. provieione t o  protoct t h e  purchasing u t l l i t y ' m  r a t o p y e r r  i n  t h e  

ovont the qual i fy ing  f a c i l i t y  fa i l s  to d o l i v o r  fin capac i ty  and 
energy i n  tho  moun t  and +hoe  apoeifiod in tho contract which my 
bo i n  t he  form of an up-front payment, eu ro ty  bond, or equivalent 
aaeurance of paylwnt. Such p a y w n t  or suro ty  Shal l  bo rofunded upon 
canplotion of tho f a c i l i t y  and domonstration tha t  t h e  f a c i l i t y  can 
d e l i v e r  t h e  mount of capac i ty  and onorgy s p c i f i d  i n  t h e  cont rac t ;  
and 
a l i s t i n g  of t h o  paramotors, inc luding  any Lp.ct on eloctric m r  
t r a n s f e r  capability, assoeiatod with tho qua l i fy inq  f a c i l i t y  as 
coatpard t o  t h o  avoided u n i t  necessary for tho ca l cu la t ion  of t h e  
avoidod cost. 

rim Capacity Paymont Options. Each atandarb o f f o r  con t r ac t  s h a l l  a l s o  
contain,  a t  a minimum, t h e  fo l lou ing  opt ions  for tho p r m n t  Of f i rm capaci ty  
del iverod by t h e  qualifyinq f a c i l i t y :  

1. Valuo of d e f o r r a l  capaci ty  payment.. Valuo of d e f o r r a l  capaci ty  
paywnts  a h a l l  camenco on t h o  anticipatd i n - ~ O r ~ i C O  date of t h e  
avoided unit. Capacity payawnts undor t h i s  option shall consist of 
monthly paywntr e sca l a t ing  annual ly  of the  avoidod c a p i t a l  and 
f ixod  o w r a t i o n  and m~intenanco oxpons0 associated w i t h  t h e  avoided 
u n i t  and shall be q u a l  to the  valuo of a yoar-by-year deferral of 
tho avoided u n i t ,  Calculatmd i n  accordance w i t h  paragraph ( S ) ( a )  of 
t h i s  ru l e .  

2. Early capac i ty  payments. Each standard offer con t r ac t  s h a l l  s p c i f y  
t h e  earliest date p r i o r  t o  t h o  anticipatd in-sorvieo dato of t h e  
avoidod u n i t  whon o a r l y  capac i ty  paymOnt# M y  caunonce. The ea r ly  
capac i ty  paymont date s h a l l  bo an approxi ru t ion  of t h e  lead time 
requ i r ed  t o  .it0 and cons t ruc t  the Av0id.d un i t .  E a r l y  capaci ty  
p a w n t .  sha l l  c o n s i s t  of monthly p a p o n t i  e s c a l a t i n q  annually of 
t he  avoidod c a p i t a l  and f lxod o p r a t l o n  and maintenance e x p n s c  
a a e O c i a t d  w i t h  t ho  avoidod unit, C a k U h t d  l n  COnfO~mancO w i t h  
paragraph ( S ) ( b )  of the ~ 1 0 .  A t  t ho  o p t i o n  of t h o  qua l i fy in9  
f a c i l i t y ,  e a r l y  capaci ty  prymontr may cocn#nco a t  any t h e  a f t o r  t h e  
spacifiod o a r l y  capac i ty  p a p o n t  date and k f o r e  t h e  Anticipated 
in-servico date of t h e  avoid& u n i t  provided t h a t  t h e  qual i fying 
f a c i l i t y  i e  de l ive r ing  f i rm capac i ty  And onergy to  t h e  u t i l i t y .  
Where oarly capacity paymcnts a r a  eleetod, t h o  cumulative present  
va lue  of t h e  capac i ty  payments s rdo  t o  tho  qua l i fy ing  f a c i l i t y  over 
the  term of t h o  cont rac t  S h a l l  not excwd tho curoulativo present  
valuo of tho capac i ty  paymants which would have been made t o  t h e  
q u a l i f y i n g  f a c i l i t y  had such payments b e e n  mado pursuant t o  

8 .  

( f )  

2. 

(9) 

subparagraph (3)(9)1 Of t h i s  ah. 

17-46 , 
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3. Levelired CApACity payments. k v e l i r e d  capaci ty  payment. .hall  
CQ(IIM~CO on t h e  an t i c ipa t ed  in-sorvice da te  of t h e  avoided u n L t .  
The c a p i t a l  port ion of  capac i ty  payments under t h r s  op t ion  s h a l l  
cons i s t  of equal oonthly p a p o n e s  over the  term of t h e  con t r ac t ,  
ca lcu la ted  i n  conforaunco w l t h  paraqraph (S ) (e )  of t h i s  r u l e .  t h o  
f ixed oporatlon And maintonanco portlon of CAprClty pA-ntS s h a l l  
be equal t o  t h e  value of t h e  yoor-by-year dofor ra l  of f ixed  
operatron and maintenance expense s rsoc ia ted  w i t h  t h e  avoided u n i t  
calculatod i n  conformance w i t h  parAprAph (SI(.) of t h U  r u l e .  Where  
levelired CApACity payment. a r o  elected, t h e  cumulative prcnent 
valuo of t h e  levelired capac i ty  p A p n t 0  aado t o  the  q u a l i f y i n p  
f a c l l l t y  ovor t h e  t o r s  of tho  cont rac t  s h a l l  not exceed t h e  
cumulative present valuo O f  capac i ty  p . y W n t 0  uhlch w u l d  have been 
a a d e t o  tho qua1ifyinq f a c i l i t y  hd auch paywntm k o n  Mdo pursuant 
t o  subparagraph ( 3 ) ( q ) 1  Of t h h  N L O ,  value O f  defo r ra l  Capacity 
payments. 

4 .  t a r l y  levol i red CApACtty p a p o n t o .  Each rtandard o f f o r  con t r ac t  
s h a l l  opocify t h e  O a r ~ f O s t  data prlOr to  t h e  .ntlClpat+ In-servlce 
d a t e  of tho avoided u n i t  whon Oat ly  lovol i red capac i ty  paymentr M Y  
C-~CO. The oar ly  capac i ty  pa-nt da to  sha l l  k an approxamation 
of tho  load tLw rOqU&.d Lo a l t o  and COnstNCt t h e  avoidod u n i t .  
The c a p i t a l  pO?tlOn O f  capac i ty  paywnts  undor thl. op t ion  sha l l  
conslmt of equal monthly paywnto  0y.r t h o  term of t h e  cont rac t .  
calculated ln  conforp.nc0 with p u a q r a p h  ( 5 ) ( c )  of t h i s  r u l e .  The 
f ixed oporation and M h t O M n C O  orponse s h a l l  k Calculated l n  
confomanee w i t h  paragraph (S)(b) of t h i s  -10. A t  t h e  op t ion  of 
t h e  quAlifyinQ f a c i l i t y ,  O u l y  1.vOlir.d CapaCity pAyment0 s h a l l  
commence a t  any time a f t o r  t h o  mpoclf1.d o a r l y  capaci ty  d a t e  and 
before t h e  ant1Cipat .d  in-aorvlco dato of tho avo1b.d u n i t  provided 
t h a t  t h e  quallfylng f a c i l i t y  La d o l i n r i n g  L i r m  capacity and energy 
t o  t h e  u t l l l t y .  -to muly  10volir.d capaci ty  paymonts are 
oloctod, tho cumulative praaont valuo of th. capaci ty  prymonts -do 
to tho qualifying f a c l l i t y  over t h o  tom of tho contract aha11 not 
excsod t h e  c u w l a t i v o  prosont va lue  of the  capaci ty  paym.ntr w h i c h  
v w l d  hav0 been made40 t h o  qUallfying f a c i l i t y  had such payments 
been made pursuant t o  mubparagraph (l)(9)1 of t h i s  Nh. 

( 4 )  Avoided Enerqy Paponto.  
( A )  t o r  t h e  purpose of t h i s  ru lo ,  avoidod o n o r ~ y  Costs associated w i t h  f i r m  

onerqy so ld  t o  a u t i l i t y  by a qual i fy lng  f a c l l i t y  pUrSuantt0 a u t i l i t y ' .  standard 
offer contract s h a l l  -nee wi th  t h o  in-oonleo dato of t h o  avoided un i t  
rpoe i f iod  in  t h e  contract .  Pr lor  t o  tho in-om,rlco da t e  of t h e  avoided u n i t ,  t h e  
qua l i fy ing  f a c i l i t y  u y  sell a s - a v a l l ~ b l o  enorgy to  the  u t i l i t y  pursuant t o  R u l e  
25-17.0825. 

(b )  To t h e  oxtent t h a t  t h e  avolded u n i t  would have beon 0potAt.d. had t h a t  
u n i t  been l n s t a l h d ,  avoidod enorqy costs aaaociated w i t h  f i rm  onerpy s h a l l  be t h e  
e n e r p y  coat of t h i s  un i t .  To tho ex ten t  t h a t  t h o  avolded u n i t  would n o t  have been 
o p r a t e d ,  tho AvOldOd enerpy c o s t s  *ha11 be t h e  A s - A v A a ~ A b h  Avoided energy  Cost 
of t h e  purchaslnq u t i l i t y .  Dur inq  t h e  perlodm t h a t  tho avoidod u n i t  would n o t  have 
h e n  oporatod, f lm enerqy purchased frDlll qualifying f . C i l l t i . 0  s h a l l  be treated 
as a.-av~ilAble enerqy fo r  t h e  purpomes of determininq t h e  megawatt block .&+e i n  
Rule 25-17.0825(2) (a ) .  

The enerqy coet of the  avolded u n l t  spec i f ied  i n  t h e  cont rac t  s h a l l  be 
de f ined  as t h e  Cost of f u e l ,  l n  c e n t s  por kilowatt-hour, whlch would have been  
b u r n 4  a t  tho  avoldod un l t  plus  varlablo oporat lon And maintenance expcnsc p l u s  
avoided l i n o  losses. Tho cos t  of  fuol sha l l  be calculated as t h e  avcrapc market 

(e )  
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pr ice  of f u e l ,  i n  Cen t#  per m i l l i o n  Btu,  ammociatod w i t h  t h e  avoided u n i t  

operat ing and maintenanco oxpenme a h a l l  bo omtinutod b a n d  on t h o  u n i t  f u e l  t y p  
and tochnolopy Of t h o  a v o i d d  un i t .  

t h e  Y O A t - b y - y e A r  value of 
d e f e r r a l  of an  Av0id.d u n i t  mhall bo thm d l f foronco  i n  rovenu0 requirementr 
amrocrated w i t h  de fc r r ing  t h e  avoided u n i t  on0 y o u  and S h a l l  be ca lcu la t ed  as 
followr: 

mult ipl ied by t h e  AvOrage heat r a t e  Ar#OCiAtOd w i t h  t h e  avoided U n i t .  The VarAablc 

( 5 )  Calculation of OtAndUd o f f o r  con t r ac t  firm CApACity payment option.. 
( a )  Ca~culAtiOn of ypAt-by-yOAr V A l u O  O f  dOforrAl. 

1 
r i - (1 iu)  I 1 

I 
r 

1 
1 

I I 1 
I I 

WhOrO,  f o r  A on. yoat d o t o r r a ~ :  
VACm - 
I( 

u t i l i t y ' .  monthly V A l U e  of avoided CApACityr i n  d o l l a r r .  per kilowatt  
pmr month, for each month of Y O U  n; 
promont raluo of curying chugom tor on. d o l l u  of investmont ovor 
L yoarm wi th  carrying ehargor computed uming avorag. annual r a t e  
b~mo and amOumod t o  bo paid A t  the a idd lo  O f  oach y0.r And present 
raluo t o  th. middlo of the f e l t  yoar; 
total dire- A n d  i ad lre  C o l t ,  La aid-you dollat. per kilowatt  
including WUDC but excluding CWIP, O f  tho  avoided u n i t  w i t h  an 
in-aorvico d A t 0  of yoar n, including dl  i d o n t i f i a b l o  And 
p u u r t i f i a b l o  a e t m  r e l a t i n g  t o  t h e  COn#tNCtiOn of t ho  avoided u n i t  
that  would havo boon paid had the avoided u n i t  boon conscructod; 

I total  fked opration and u L n t o n . n ~ ~  oxponmm for t he  y o u  n,  i n  
On aid-year d o l l u m  p r  k i l w a t t  per par, of tho avoidad u n i t ;  

= annual O m c A l a t i O a  rat0 A m S 0 C i A t . d  wi th  tho  p h l t  Coat Of t h e  avoided i 

I A M U A ~  oaca la t ion  rat. armoeiated w i t h  the operation And maintenance 
expenro of t h e  Av0id.d unit(m)r 

i 

r A M U A ~  dimcount rat., dofincd am t h o  u t i l i t y ' s  incromental af ter  tax 

L = o x p c t o d  1110 O f  t h e  avoidod u n i t ;  and 
n - y o u  for which tho avoided u n i t  is doferrod s t a r t i n g  w i t h  i t a  

o r i g i n a l  anticipated in-mervieo dato and ending w i t h  the t o m i n a t ~ o n  
of tho con t r a s t  f o r  t ho  prrchamo of fira enorw and capacity. 

- 
In 

P u n i t  (s) ; 
0 . - 

C0.t O f  Capital; 

(b) ca l cu la t ion  of o u l y  capc i ty-paywntm.  Monthly o a r i y  C A p C i t y  piyments 
.hall br C A l N h t O d  aS f O l l W S :  

- monthly OArly~cApACity pAyaUflt8 t O  bo r u d ~  t O  t ho  pua l i fy ing  f . C i l i f l  
f o r  oach month of tho COntrACt roar n, in dollarm p r  ki lowatt  per 
month; 

A I U I U A ~  OSCAhtiOn rat* ammOCiat.6 w i t h  tho p l a n t  C o s t  Of 

annual omcalation note .#8OCiAted uith t h e  opcra t ion  and 
s r in tonaneo  oxponme of t h e  avoidod unit(.); 

m I yebr for which o a r l y  capaci ty  pymentm t o  a 
qua l i fy ing  facility are made, mtbrting i n  year one 
And ending In  t h e  yoar t; 

i - 
I io 

P the  avoided uni t ;  
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- I  % 

Yhoro: ? I 

r I 

- G  % 

Wheror G - 
I 

- tho  tom, in years, of the  con t r ac t  f o r  the 
purchase of firm capaci ty;  

tho  ecuaulativo present  value i n  tho year t h a t  tho  
con t r ac tua l  p a p a t s  w i l l  win, of  tho avoided 
c a p i t a l  cost easponont of capac i ty  p a y n n t r  which 
would have m n  sade bad capac i ty  payments 
camoneed w i t h  tho  mtieipatod in-sorvico da ta  of 
t ho  avoided u n i t ( # )  rad 
annual discount rato, deflnod as tho  u t i l i t y ' s  
incrommtal aftor tu cost of capital; and. 

1 
(1 + 10) 1 

I 
I 

(1 + LO) 1 I 
I 1 - ( l + r )  
I 1 

I 1 - ( I + r l t  1 

t 1  

Tho euaula t ivo  proront  va lue  i n  t ho  year t h a t  t h e  
contractual  p a p o n t s  w i l l  boqin, of t h o  avoided f i x e d  
o p r a t i o n  and aaintonanco oxponre component of capaci ty  
paymnts which uould  hn boon u d a  had capac i ty  payaants 
C w n C 8 d  w i t h  tho Mticipatd in-sorvieo dAt0 Of the  
avoidod u n i t .  

(e) Lovolirod and ea r ly  1k l i r .d  capaci ty  paymts. monthly 1ovelim.d 
and e a r l y  18v.lir.d Capacity pay#n tS  Shall  b. C A 1 C U h t . d  as fOllOW0: 

r + o  
1- pL l; = 

= the monthly l e v o l i r e d  capaci ty  payment, s t a r t i n g  on 
pL or  p r i o r  to tho  in-sorvie. date of t h o  avoided unrt ;  
? - tho cuaulat ivo prosont valuo, i n  t h e  roar  t h a t  the 

contractual  papent .  w i l l  w i n ,  of tho avoided capxtal  
cost  component of t h e  capaci ty  p a y w n t s  which vovld have 
k . n  u d o  had tho capaci ty  payments not boon love l i rod;  

r - the annual dimcount rat., dofined as t h e  u t i l i t y ' s  
incremental after tu cost of cap i t a l ;  and 

t - tho term, i n  yea r s ,  of tho eont rac t  f o r  tho  purChaB8 of 
firm capacity.  

0 .I tho monthly f ixed operat ion and u in tonanco  component of 
the capac i ty  p a y w n t a ,  ca lcu la ted  i n  accordance u i t h  
paraqrsph ( S ) ( a )  f o r  lovol i red capaci ty  payments o r  u i t h  
paraqraph (S)(b) f o r  ear ly  lovol i ted  capac i ty  payments. 

anergy and capac i ty  plrchasod from a qual i fying f a c i l i t y  pursuant t o  a 
s tandard  offer contract  o r  an LndLVidually negotiated contract is not needed 
by t h e  purcharlnq u t i l i t y ,  those rU1.s sha l l  be construed t o  oncourage t h e  

Whoro: 

( 6 )  SA10 of ZxCOms Enorqy and Capacity. TO t h e  ex ten t  t h a t  firm 
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purchasing u t l l i t y  t o  so11 a11 or p a r t  of t ho  onergy and capaci ty  t o  the  
u t i l i t y  i n  neod of enorgy and capac i ty  a t  a mutually agreed upon pr ice  w h i c h  
i s  cos t  effective t o  tho  ra tepayers .  

( 7 )  Upon requost by a qua l i fy ing  f a c i l i t y  or any in t e re s t ed  person, 
each u t i l i t y  s h a l l  provide w i t h i n  30 days Its most cu r ren t  projoct ions of 
i t s  fu turo  generation Qix including typo and tlmlng of an t ic ipa ted  
generation addi t ions,  and a t  l o a s t  a 20-yoar projoction of f u e l  fo recas t s ,  
an well as any othor  information reasonably roquired by t h e  qua l i fy ing  
f a c i l i t y  t o  pro jec t  f u t u r e  avoided Coat pr ices .  The u t i l i t y  may charge an 
appropriate fee,  not t o  oxcoed t h o  ac tua l  cost of production and copyrnq, 
f o r  providing such information. 

11- WlOW A d  CApaCity PApOatl -do t o  qual i fy ing  f a c i l i t y  
pursuant t o  BOpUatOly W t i A t O d  Contract sh.11 k rocovorable by a 
u t i l i t y  through tho Camisoion's 0.riodlC n v i w  of fuol and purehasod p e r  
cos t s  i f  t h o  contract 10 found t o  k prudont i n  accordance w i t h  subsect ion 
(2 )  of t h i s  rulo. 

Upon aCeeptanC* of tho ContraCt by both partiom, f i r m  onorqy and 
capaci ty  paylo.nts u d o  t o  A qua l i fy in9  f a c i l i t y  pursuant to a standard of fer 
contract  shall  b. rocovor~ble by u t i l i t y  through tho  Coarmission's p e k i o d i c  
rcv2.v of fuo l  and p u r e h e e d  powor coats.  

firm onorgy .nd capac i ty  p a y u n t r  Mdo pursuant t o  a standard o f fo r  
cont rac t  sipnod by th. qua l i fy ing  f a c i l i t y ,  for  vhich t h o  u t i l i t y  has 
potit lonod t h e  Cccmissionto rajoct, 1s r.eovor.bl8 tbrough tho Collmission's 
por icd ic  r o v i w  of fuol and purchased ponr Costs i f  tho Coamirrion roquiros  
tho  u t i l i t y  t o  accopt t h o  contract because it satisfios subsoction ( 3 )  of 
t h i s  0110. 
Lpocific Authority: 150.127, 166.04(1), 366.051, 366.05(8), 1.1. 
L.u I ~ p l u o n t a d :  366.051, 403.101, 1.8. 
l i s t o r y :  Now A0/2S/90. 

( 8 ) ( a )  

(b) 

(e)  

25-17.0111 ?l...i.p X0ari.g.. 
(1) Upon ptitiw or on its own motion. t h o  CacarPirrion s h a l l  

per iodica l ly  roviw o p a l  gatoration utd t r ~ ~ i s a i o n  p l u s  from a 
statwide and ind iv idua l  u t i l i t y  prspoetlve. In connoction w i t h  thoas 
procoedinpa, t h e  Coeaiosion o h a l l  conridor t h o  n o d  f o r  capaci ty  from b o t h  
a s t a t r i d e  and ind iv idua l  u t i l i t y  porspoctivc, t ho  adoquacy of t h e  
transmieaion g r id ,  and othor s t r a t q i c  p l ~ n n i n g  eoncorns &ffoct ing t h e  
I l o r i d a  o l e c t r i c  grid. 

(2) Upon potit ion,  or on its w n  motion, t h o  Coaunission, as needed, 
s h a l l  review individual  u t i l i t y  gonoration and o x p ~ n s i o n  p lans  a t  any time. 
S p C i f i c  AUthOritTl %6.05(8) ,  366.051, 150.127(2), F.8. 
L.U ~DplODOntadl 166.051, ?.Sa 
xictory: w w  xo/rr/9o. 

25-17.0834 
(1) 

8ottluont of D1sput.s in a n t r a c t  l logotiations.  
Public ut i l l tLO# a h 1 1  W O t i J t 8  i n  good f a i th  for the purchase of 

capaci ty  and onorqy t r a  q u ~ l i f y i n g  f a e i l i t i o s  And intorconnection u i t h  
qua l i fy ing  f ~ c i l i t i o s .  I n  t h o  ovent t h a t  a u t i l i t y  And a qual i fying 
f a c i l i t y  cannot a 9 r r  on t h o  raton,  t oms ,  and othor  condi t ions for t h e  
purehaso of capaci ty  and onorgy, oi thor  par ty  m y  apply t o  the  COmniseion 
for r o l i o f .  Qualifying f A c i l i t i 0 0  m y  p t i t i o n  tho Conmission t o  order a 
u t i l i t y  t o  sign a contract for tho  purchaso of eclpacity and energy which 
docs not oxeeod a u t i l i t y ' s  f u l l  avoided costs as dofinod in 366.051, 
I l o r l d a  Statuto., should th. Caadsslon f lnd  t h a t  t ho  u t i l i t y  f a i l e d  t o  
nogotlato in good f a i t h .  

(2)  to t ho  oxtont pornsiblo, tho Comnission will dlsposo of an 
appl lcat lon f o r  r o l i e f  w i th in  90 day. of t h e  f i l i n g  of a p e t l t i o n  by e i t h e r  
a u t l l i t y  or a qual i fy ing  f a c l l i t y .  
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( 3 )  If the Commission finds that a utility has failed to negotiate or 
deal in qood faith with purllfylnq faeilitiem, or ham explicitly dealt in 
bad faith with palifylnq facilities. it shall irapose an appropriate penalty 
on tho utility as approvd by mection 350.127, tlorida Statutes. 
Specific Authority: 366.051, 350.127(2), ?.8.  
U u  Xiplomentd! 366.05S, P.S. 
listoq: New 10/25/90. 

specific Authority! J66.05(9), 350.127(2), 1.1. 

Xistory8 Iw 9/4/83, ropa1.d 10/4/85, forugly 25-17.835. 

25-17.0835 Wboelinq. 

b U  xBpl.l.Etd! 166.05(9), 366.055(3), 1.1. 

a5-17.014 
U m n  c ~ l i a n e o  with Rule 25-17.087, oach utility aha11 sell energy to 

qualirying faCLlitiem at rates which u o  just, roaaonable, and 
non-dimcrininatory. 
spocific Authority! 366.05(9), 350.127(2), 1.1. 
UU Impluoatd: 366 .05 (9 ) ,  t.8. 
mistory Iw 5/13181, -d.d 9/4/83, forurly 25-17.84. 

'Zhe Utility's Obligation to S e l l .  

25-17 -08s h B 0 m . d .  

25-11.086 ?*rids During Which ?urchamom arm mot Roquird. 
whero purchames frm a qualifying facility will impair tho utility's 

ability to givo adoquato errvim to the romt of its cu.foo.rs or, duo to 
operational cirnustances, purchamom from qualifyinq faeilltior will result 
in comts greater t h M  thome uhich the utility would incur if it did not makt 
such purchaaor, or othelrise placo an unduo burden on the utility, the 
utility shall bo reliord of ita obligation under Rulo 25-17.082 to purchase 
electricity f r a  a quallfyiq facility. The utility shall notify .ehe 
qualifying taeility(io#) prior to tho instance girl119 rise to those 
conditions, if practicable. If prior notic0 i s  not practlcablo, tbr utility 
shall notify the qualifylag facility(ios) am moon as practicable after the 
fac t .  In oithor ownt the utility aha11 notify the Corission, and the 
Cocaaimion staff ahall, upon requoat of the affoctod wlifyinq 
facility(iom), investigate tho utility's clalm. Rothinq in this section 
shall operato to relievo the utility of ita 9eneral obligation to purchase 
prrmuant to Rule 2s-17.082. 
Spmcific Authority: 366.05(9) ,  350.127(2), ?.8. 
L w  1~pluoat.d: 366.0S(9), 1.1. 
listom! Row 5/13/81, Amendad 9/4/83, f o r u r l y  25-17-86. 

I 

25-17.087 Interconnection and Stmdards. 
(1) Xaeh utility mhall intere~nnoct uith any qualifyinq facility which: 
(a)  i o  in ita service area; 
(b) rmquomtm intorconnection; 
(e) agree. to #.t rystom standards specifid in this rule; (d) 

to pay the comt of intorconnectlon; and 
(0) miqns an interconnoction sqromnt. 
(2) Rothinq in thlm rule shall bo construed to preclude a utility from 

evaluating each request for interconnoction on ita om morita and d i f y i n q  
the qenoral standard* specified in this rule to reflect the result of such 
an evaluation. 

(3) Whore a utility refumem to intoreonnoct uith a pualifyinq facility 
or attempt. to impose unreasonable mtandards pursuant to subsoetion ( 2 )  of 
this rule, tho qualifylnq facility may petition the CoImimsion fo r  relief. 
The utility shall hsve tho burden Of d-nmtratinq to tho .Cornalmsion why 
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interconnect ion w i t h  t h e  q u a l l f y i n q  f a c i l i t y  should n o t  be requi red  or that 
t h e  r tandardr t h e  u t i l l t y  eeaks t o  lmposo on t h e  qua l i fy inq  f a c i l i t y  
pureuant t o  subsection ( 2 )  aro reasonable .  

Upon a shwinq  of crodlt w r t h i n e s r ,  t h e  q u a l i f y i n g  f a c i l i t y  sha l l  
have t h s  option of maklnq monthly Lnetal laont  payments over a period no 
longer than 36 manths w a r d  t h o  f u l l  coat of Lntereonneetlon. However. 
w h e r e  t h e  qualifyinq f a c i l i t y  oxorc i eee  t h a t  op t ion  t h e  u t l l l t y  sha l l  charge 
l n t e r e e t  on the a u n t  owing. The u t f l i t y  shall charqo much i n t e r e s t  a t  t h e  
30-day c-rcial paper rate. I n  any event ,  no u t i l i t y  m y  bear the cost of 
interconnection. 

( 5 )  Applicatlon for Intorconnoct lon.  A qua l l fy lng  f a c t l l t y  shal l  not 
opera te  o l e c t r l c  generat ing oqu lpwnt  18 parallel wi th  tho u t i l l t y ' e  
slectrlc .yet- without t h o  pr lor  u r L t t e n  eoneent of the u t i l i t y .  ? o m 1  
appllcatlon for lntercomoctlon * h a l l  be u d o  by tho q m l i f y l n q  f a c i l i t y  
prior t o  the l n e t a l l e t l o n  of any generat lon telatod o q u i p n t .  T h i s  
app l i ca t ion  s h a l l  bo accacap.nlod by tho fOllWin9: 

(a)  Physical layout drawlnge, lncluding dimenmione; 
(b) All asrociatod O p l p ~ n t  .pClfiCatiOnS and c h a r a c t ~ r i r t i c r  

lncludinq technical  parmetore, r a t i n q e ,  baric lmpul~e l evo le ,  o l e c t r i c a l  
main one-line diaqrunr, echomatic diagrams, systom p r o t e c t i o n s ,  frequency, 
vol tage,  mrront bnd interconnection dlrt.nco; 

(e)  Functional and lopic dLagrw, control and motor diaqrrrsr, 
conductor mires and longth,  urd any other rolevant  d a t a  which might be 
n e c e s a y  to undoretmd tho proposed # y S t v  and t o  bo able t o  maks A 
coordlnatod a y e t r ;  

(d) 
( 0 )  txpocted radio-nolee, hamonlc genera t ion  and telephone 

ln te r fe rence  fac tor ;  
( f )  Synchronlrlng w t h o d s ;  and 
( q )  op.ratlng/Lnstruc+ion manuals. 

Any eubsoquent chang. in tho .yet= m e t  also be r a i t t o d  f o r  r e v i w  and 
wrLtton approval prlor to actcul m d l f l c a t l o n .  Tho above n n t i o n o d  revimt, 
r o ~ n d ~ t i o n a  Md approv.1 by tho u t l l l t y  do not roliow the qua l l fy lng  
f a c t l l t y  frm complete r e e p o n e l b l l i t y  for  the adequato engineorinq desiqn, 
construct ion and operat ion of the  q u a l l f y i n q  f a c l l l t y  oqulpawnt and for  any 
liabtllty for l n ju r i ea  to proper ty  or persons as roc ia tod  w i t h  any f a i l u r e  t o  
perform i n  a proper and eafo manner for any reason. 

( 6 )  Personnel Safoty.  Adequate protect ion and eafe operat ional  
procedures must be dewlopod and folloued by t h e  j o h t  system. There 
operat inq procedures must bo approvod by both t h e  u t i l i t y  and t h e  qual i fyinq 
f a c i l l t y .  The qual i fying f a c i l i t y  s h a l l  bo required t o  furnirh, : lnr ta l l ,  
ope ra t e  and maintain In  good ordor and repair, And bo eolo ly  responaible 
for, without cost  t o  t h e  u t i l i t y ,  a11 f a c i l i t l e s  requirod for t h e  safe 
opera t ion  of the generatlon mystem Ln p a r a l l e l  w i t h  t h e  u t l l i t y ' m  system. 

The quallfylnq f a c i l l t y  s h a l l  permit the u t l l l t y ' s  employeem t o  en te r  
upon l t e  property a t  any roasonable  tip. for the prrpose of lnspcction 
and/or t e s t ing  t h e  qua l i fy ing  f a c i l i t y ' s  equ lpwnt ,  faci l l t ier ,  or 
apparatus. Such inspections s h a l l  not r e l i eve  t h e  qua l l fy lnq  f a c i l i t y  from 
i ts  obl iqat lon t o  maintain its equipment i n  safe and r a t i s f a c t o r y  operatinq 
condition. 

The u t l l l t y ' e  approval Of l e o l a t l n q  dovlcss used by t h e  qual i fying 
f a c i l i t y  rill be r8qdr.d t o  onsu r s  t h a t  these w i l l  comply w i t h  the  
u t i l i t y ' s  switching and tagging  procedure for safe uorklnq clearances.  

(a)  Disconnect Switch. A manual disconnect s w i t c h ,  of t h e  v i e i b l e  load 
break type, t o  provlde a eopa ra t lon  p o l n t  k t w e n  t h o  qua l l fy lnq  f a c i l i t y ' s  
generat ion s y e t r  and tho  u t i l l t y ' e  symtm, s h a l l  k r0quir.d. Tho u t i l i t y  
will epecify the  1ocatLOn O f  t h e  disconnect Wltch.  Tho eu l t ch  .hall be 
pountod meparate frm t ho  meter sockst and aha11 k roadl'ly access ib le  t o  

( 4 )  

)OY.r roqulrownts i n  w a t t s  and Yare; 

17-52 

400290 



1 CRAPTER 2 5  - 1 7  

t h e  u t i l i t y  and be capable of beinq locked i n  t h e  open posit ion w i t h  a 
u t i l i t y  padlock. Tho U t i l i t y  may reservo the  r i g h t  t o  open t h e  rurtch ( i . 0 .  
i so l a t ing  t h e  qua l i fy ing  f a c i l i t y ' s  penoration system) without pr ior  no t i co  
t o  tho qua l i fy ing  f a c i l i t y .  TO the  oxtent  p rac t i cab lo .  however, p r i o r  
notieo s h a l l  bo given. 

Any of t h o  fo l lov inq  condi t ions s h a l l  bo causa for disconnection: 
1. U t i l i t y  rystom omergoncios and/or m~intonanco  r equ i r ewnt s ;  
2. Hazardous conditions o x i r t i n g  on t h e  qual i fyinq f a c i l i t y ' s  

penorat ing Or prOteCtiV0 oquipnent as determined by t h e  

3. Adverso o f f e c t s  Of t h o  qua l i fy ing  f a c i l i t y ' s  goneration t o  t h o  
u t i l i t y ' s  o t h o r o l o c t r i c  conrumors and/or system as determined 

4. I a i l u n  O f  tho qua l i fy ing  f a c i l i t y  t o  maintain any roquirod 
insuraneer  or 

5. ?a i lu ro  of t ho  qual i fying f a c i l i t y  to comply with any o x i s t i n q  
or fu tu ro  roqulations. ~ 1 0 s ~  orders or decisions of any 
g o v e r n u n t a l  o r  r o q u l a t o y  a u t h o r i t y  havinq ju r i sd i c t ion  over 
t h o  qual i fying f a c i l i t y ' s  o l o c t r i c  goneratinq oquipacnt o r  t h e  
operation of such oquip~ent. 

(b) Respons tb i l i ty  a d  Li.bilLty.  The u t i l i t y  and t h e  qua l i fy inp  
f a c i l i t y  s h a l l  each k responsible for its o m  f a c i l i t i e s .  Tho u t i l i t y  and 
tho qua l i fy ing  f a c i l i t y  shall each be rorponmible for onsurinq adoquato 
safeguards f o r  o t h o r  u t i l i t y  custo(Urs, u t i l i t y  and qualifyinq f a c i l i t y  
personno1 and equipawnt, ud f o r  th. protoetion of i ts  own qonorating 
system. Tho u t i l i t y  and tho qua l i fy inp  f a c i l i t y  s h a l l  oach ind-ify and 
save tho o thor  harmloss frm any and a l l  claims, demands, Costs, or oxpenso 
fo r  loss, damago, or in jury  t o  persons or proper ty  of tho other causod by, 
a r i s ing  o u t  o f ,  or roru l t inp  from: 

Any act or m i s s i o n  by a par ty  or t h a t  p a r t y ' s  Contractors,  
agents, s e n a n t s  and . r p l o y e ~ a  in connection w i t h  t h o  
installation or operation of tbat prr+y 's  9onoration 0yat.a or 
t h e  operation thereof in connection with tho othor pa r ty ' s  
system; 

2. Any dofec t  in, f a i l u r o  o f ,  or f a u l t  r01at.d t o  a p a r t y ' s  
9onorat ion sys tmr  

3. The nogligonce of a par ty  or ncgliqonce of tha t  p a r t y ' s  
contraetors, agontr morvantr and omployeos; or 

4. Any other event or act t h a t  is t h e  r o s u l t  o f ,  or proxiMtoly  
caused by, a party.  

F o r - t h o  plrposos of th i s  subsection, tho tern p a r t y  sha l l  moan oither 
u t i l i t y  or qua l i fy ing  f a c i l i t y .  as tho ,cas. m y  be. 

(e) Insuranco. The qualifyinq f a c i l i t y  Ohal l  do l iver  t o  tho u t i l i t y ,  
a t  l s a s t  f i f t e e n  days pr ior  t o  tho s t a r t  of any interconnoction uork, a 
c o r t i f i c a t o  of inFurance eor t i fy inp  tho qual i fy ing  f a c i l i t y ' s  covorago undor 
a l i a b i l i t y  inmuranco policy i s s u e d  by A reputable insuranco company 
authorisod to do businoms in  t h o  Stat. of t l o r l d a  n a i n q  tho qua l i fy inq  
f a c i l i t y  as named insured, and tho u t i l i t y  as an  addi t iona l  n d  insurod, 
which pol icy o h a l l  contain a broad form cont rac tua l  ondorsement specifically 
eoverinq t h e  llabi1itios acecptod under t h i s  aqrooumnt u i s i n q  Out  of t h e  
interconnection t o  t h e  qualifyinq f a c i l i t y ,  or causod by operation of any of 
t h e  qua l i fy ing  f a c i l i t y ' s  oquipnont or by tho  qua l i fy ing  f a c i l i t y ' s  f a l l u t 0  
t o  maintain t h o  qual i fyinq f a c i l i t y ' s  o q u i p e n t  i n  sa t i s fac tory  and oafe  
operating condition. 

Tho pol icy providing such covorags .hall provide public l i a b i l i t y  
insuranco, including p r o p r t y  damago, i n  an amount not less than $300,000 
for each occurrence; m r o  insurance may b. requirod as deemed nocossary by 

u t i l i t y ;  

by the  u t i l i t y i  

1. 

17-53 

400291 



SUDD. No. 157 - T E D  ns 

the  u t i l i t y .  I n  addition. t ho  abovo roquired pol icy  s h a l l  be ondorred w i t h  
a provis ion uhereby tho  insurance company ui11 n o t i f y  t h e  u t i l i t y  t h i r t y  
days p r i o r  t o  t h e  e f f O C t L V 8  date of cance l l a t ion  or ma to r i a l  change i n  the  
policy.  

The qua l i fy ing  f a c i l i t y  s h a l l  pay a l l  promiws and o t h e r  charges  due  on 
Said po l i cy  and keep said p o l i c y  i n  force during tho  o n t i r e  period of 

( 7 )  Protect ion and Operation. I t  w i l l  be t h e  r e s p o n s i b i l i t y  of the  
qua l i fy ing  f a c i l i t y  t o  provide a l l  devices necessary t o  p ro tec t  the 
qua l i fy inq  f a c i l i t y ' s  equiprent from damago by tho  &noma1 condi t ions  and 
operations uhich occur on t ho  u t i l i t y  ayetom tha t  result i n  in t e r rup t ions  
and r8.tOtatiOnO Of B e N & O  by t h o  U t i l i t y ' .  Oquipawnt and p . r B O M 0 1 .  The 
qua l i fy lnq  f a c i l i t y  s h a l l  protoct i ts gonorator and a m a o c i a t d  oqulpnent 
from overvolta90, undervoltaqo, over load ,  ohort  clrsult. ( inc luding  ground 
f a u l t  condl t lon) ,  opon c i r c u i t s ,  pha.0 U n b . l M e 0  and reversal, over or under 
frequency 'condi t lon,  and ottmr injurious oloctrical c o n d i t i o n s  that YY 
aria. on tho u t i l l t y ' r  systQ and any ncloso attompt by t h o  u t i l i t y .  

Tho u t l l l t y  U y  re#.- th. r i g h t  t O  perform much t e B t B  as it dooms 
neeormy to ensure safe and o f f i c i o n t  protoctlon md operatioh of t h e  
qua l i fy inq  f a c i l i t y ' s  oqu ipun t .  

(a) Less of SOUICO: Tho q u a l i f y i n g  f a c l l l t y  s h a l l  provide,  or t h e  
u t i l i t y  411 provlde at th. q u a l i f y l n g  f a c i l i t y ' s  exponse, approvcd 
pro toe t lvo  e q u l p u n t  ~ c e r r a y  to L n u d l a t e l y ,  cosplotely,  and automatical ly  
disconnoct the qual i fying f a c i l i t y ' s    en era ti on frm tho  u t i l i t y ' .  eyetom i n  
tho  wont  Of a f a u l t  on tho w a l l f y i n g  f a c i l i t y ' .  Bystem, a f a u l t  of t h e  
u t i l i t y ' .  system, or loss of oource on tho u t i l i t y ' s  mystom. DiBconnoctlon 
must bo cmplotd u i t h i n  tho  tL# spocifid by t h e  u t i l i t y  in its standard 
operating procedure fo r  Its oloctric systom for loss of a B O U ~ C O  on the  
u t i l i t y ' s  system. 

Th i s  autocprtlc disconnecting dovice u y  bo of t h e  manual or automatic 
reC10.0 typ urd Bh.11 not b. capable of rec los ing  u n t i l  a f t o r  senico is 
r e s to red  by t h e  u t l l i t y .  zb. type and r i x 8  of tho dwice s h a l l  k approvcd 
by t h e  u t i l i t y  dopndlng a p n  thm innrtallatlon. Mequato test data or 
t echn ica l  proof t h a t  t h e  devieo tho  .bo*. c r l t o r l a  Nst bo suppliod by 
t h e  qua l i fy ing  f a c l l l t y  t o  t h o  u t l J i t y .  Tho u t i l i t y  shall approvo a device 
t h a t  u i l l  mrform t ho  .bow 'funct ions a t  m i n k 1  capital and ooera t ina  costs 

. Interconnect ion u i t h  the u t l l i t y .  

t o  t ho  q u i l i f y i n g  f a c l l l t y .  
- - - 

ib) Coordination and Synchronization. Tho aua l i fv ina  Iac l l i tv  s h a l l  be 
rosp&iblo for coordirui ion and rynchroniiation- oi t h e  & l i f  ying 
f a c i l i t y ' s  equiprent  u l t h  t h e  u t l l i t y ' r  oloetrical ayrtom, and aseumos all 
r e s p o n s i b i l i t y  f o r  d u g 8  t h a t  may occur from iapropor coordinat ion o r  
rynchronixation of tha gonorator w i t h  tho u t i l i t y ' s . s y ~ t o m .  

tloctrical C h u a c t o r i s t l e s .  Slnglo phamo generator 
intorconruc+ions r l t h  tho  u t i l i t y  are permitted a t  powr levols up t o  20 m. 
ror pouor l e v e l s  8xCOodlnp 20 KW, a throe p h a r  balaneed lntereonnectlon 
rill n o r u l l y  bo r o q u i r d .  ?or the purposo of c a l c u l a t l n g  connocted 
goneration, 1 horsepmmr .qualm 1 kllwat t .  Tho qua l i fy ing  f a c i l i t y  e h a l l  
intorconnoct u i t h  t h e  u t i l l t y  a t  t h e  vol taqe of the available d i s t r i b u t i o n  
or t h e  transmission Uno of tho u t i l i t y  for t h o  l o c a l i t y  of the  
&ntorconnection, And s h a l l  U t i l i r O  O M  of t h o  standard eonnoctionm (s inglo  
phase, thrso pharo, up, dolt.) as a p p r o v d  by t h o  u t l l l t y .  

Tho u t i l i t y  m y  resem'o t h o  r i q h t  t o  require a sopara to  t ransformation 
andlor service for a qual l fy inq  f a c i l i t y ' s  gonoration .yst.n, a t  tho  
qua l i fy ing  f a c i l i t y ' s  exp.n.8. The qual i fy ing  f a c i l i t y  s h a l l  bond a l l  
n o u t r a l s  of t h o  qual i fylng f a c i l i t y ' s  systom t o  tho  u t i l i t y ' .  noutral ,  and 
s h a l l  l n r t a l l  a soparato dr ivon ground r i t h  a r e r i s t anco  va luo  u h k h  s h a l l  
b. determinod by t h e  u t i l i t y  and bond t h i s  ground t o  t h e  qual i fying 
f a c i l i t y ' s  syetem neutral .  
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( d )  exceptions. A qualifyinp facility's qcncrator having a capacity 

produce povcr in excess of 1 / 2  of the minimum utility Customer 
requirements Of the interconnected distribution or 
transmission circuit; or 

2. produce p p r  flows approaching or exceeding the thermal 
capacity of the COnn8Ct8d utility distribution or transsirmion 
liner or transformers; or 

3. adversely affect the operation of the utilitv or other utilitv 

rating that can: 
1. 

customer*s voltape, irequency or overcurient control ani 
protection devices; or - 

4. adversely affoct the quality of service to other utility 

5. intsrconnect at voltage levels greator than distribution 

will require more complex intorconnection facilities as d..nwd necorsary by 
the utility. 

( 8 )  Quality of Service. The qualifying facility's qeneratad 
slcctricity shall W e t  the following m i n h  guidellnes: 

(a)  Frequency. The p e r n o r  control on tho prim8 m v e r  shall be 
capable of maintaininq the gonerator output frequency within 1L.its for 
loads from no-load up to rated output. The limit. for frequency shall be 60 
hertz (cycles p r  second), plus or minus an instantaneous variation of less 
than 18. 

(b) Volt.98. The r.gulator control shall bo caprble of maintaining the 
qcncrator output volts98 within limits for loads from no-load up to rated 
output. The lbits for voltape shall k tho nclaiaal operating voltage 
level, plus or minus 5\. 

(e) tlamonics. The OUtptt a iM W8VO distortion shall k d8emd 
acceptable when it doem not have a higher content (root m a n  square) of 
harmonics than the utility's n o m 1  huronic content at the interconnection 
point. 

(d) ?ourr Factor. Tho qualifying facility's gonoration systm shall k 
desiqned, operatrd and controll.6 to provido roaetive powor r.guir.swnts 
from 0.85 lapping to 0.85 loading powor factor. Induction generators shall 
have static capacitors that provide at least 858 of the magnetirinq current 
requirements of the induction generator fiold. (Capacitors shall not be so 
larqe as to permit soli-excitation of the qualifying facility's generator 
field). 

(e) DC Generators. Direct Currsnt generators U y  be operated in 
parallel with the utility'e rystm through a synchronous invertor. The 
inverter must w e t  all criteria in'these rule.. 

(9) Metering. The actual motoring equipaunt required, its voltaqe 
rating, number of phases, sire, curnnt transformers, potential 
transformers, numkr of inputs and asrociatod -y Ls dependent on the 
t y p ,  sire and location of the electric service provided. In situations 
where power may flow both in and out of the qualifyinq facility's system, 
power flwinq into the qualifyinq facility's system will be measured 
separately from pouor flowing out of the qualifyinq facility's system. 

The utility will provide, at no additional cost to the qualifyinq 
facility, the metering 8quipo.nt necessary to masure capacity and enerqy 
deliveries to the qualifying facLLity. Tho utility will provide, at the 
qualifyinq facility's expense, the necessary additional motoring equipnent 
to measure enerqy deliveries by the qualifying facility to the utility. 

(10) cost Responsibility. The qualifying facility is required to bear 
all costs associated with the change-out, upgrading or addition of 
protective devices, transforwrs, lines, services, wters, switches, and 
associatd equiprunt and devlces beyond that which would ba required to 
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provide normal service t o  tho qua l i fy ing  f a c i l i t y  if t h e  qua l i fy ing  f A C i l i t y  
were a non-generating customer. These Costs s h a l l  be paid by t h e  QJAlifying 
f a c i l i t y  t o  t h e  u t i l i t y  fo r  a l lmte r i a l  and labor t h a t  is requirod. P r i o r  
t o  any work being done by t h e  u t i l i t y ,  t ho  u t i l i t y  sha l l  *Upply t h e  
qua l l fy inq  f a c i l i t y  w i t h  a w i t t o n  C o s t  ostimato of a l l  i ts required 
m+torials  and labor and an ostLMto of t h o  da to  by uhich cOn#t rWtiOn Of t h e  
interconnect ion w i l l  &e cmpls tod .  Th ia  o s t i ~ ~ t o  sha l l  b. pr0vid.d t o  the  
qua l i fy ing  f a c i l i t y  w i t h i n  60 days a f t e r  t h e  qual i fyinq f a c i l i t y  supp l i e s  
t h e  u t i l i t y  w i t h  i t s  f i n a l  o l e c t r i c a l  plans. Tho u t i l i t y  st.al1 also provide 
pro jec t  t iminq and f e a s i b i l i t y  LfLfOn8atiOn t o  t h o  qual i fyinq f a c i l i t y .  

Each u t i l i t y  sh.11 oubei t  t o  t h o  Conairsion, a standard aqratnunt  
f o r  intoreonnoction by qual i fying f A C L l L t i O *  as put of t h o i r  atandard o f f e r  
cont rac t  or cont rac ts  r.quLr.b by Rulo ZS-17.0832(3). 
t p o e i f i c  Authority: 366.0Slr  350.127(2), 1.8. 
Law Implomontd: J66.051, 1.1. 
l i r t o r y :  

Spocif ic  Authority: 350.127(2), 366.051, 1.8. 
t.u I m p l u o n t d r  366.011, 366.04(1), 366.05S(J),  1.6. 

(11) 

new 9/4/83, forrerly 2s-17.87, L.0nd.d l O f Z S f 9 0 .  

25-17.088 Transr i rs ion Sorrico for QuAlifying facilities. 

i i s t o q :  m w  io/4iasr z o m ~ r u  is-17.88, lu0nd.d a w a i ,  ~ s p a i o d  ro12rjro. 

2s-17.0881 Transsission 8or+ico N o t  R q u i r a d  for L.lf-Sorrico. 
Lpoeific h t h o r i t j :  310.127(2), 366.05(1), 1.1. 
ur 1mp10ront.d: 166.OS(9), J66.04(3), J6.&.055(J), P.6. 
l i s t o r y :  Mou 10/4/85, fomorly ZS-17.#82, k p o a l d  lO/ lS /90 .  

15-17.0883 Conditions Roquiriog TrAnSdSSiOn Sorrico for Solf-sorr ieo.  
Publ ic  u t i l i t i o r  a n  roquirod to  provido transmission and d i s t r i b u t i o n  

acrricos t o  onablo a retail euatocll.r t o  tranomit 01.strical powr gonoratod 
a t  on. location t o  tho customor'. f a c i l i t i o a  a t  4notk.c location whon tho 
provis ion Of aueh somica ud it8 aamociatod cbrgor ,  toms. and othor  
condi t ions aro not roasonrbly pro)oet.d t o  t o a u l t  in  higher cost o l o n r i c  
sorvico t o  tho u t i l i t y ' s  gonoral body of ratail  and wholomalo euatomors or 
advoraoly a f f o c t  tho  adoquaey or r e l i a b i l i t y  of o loe t r i c  sorvico t o  a11 
custmora. Tho dOtO8iMtion of u h r t h u  transmission corvieo f o r  a011 
Service is l i k e l y  t o  rosu l t  i n  highor cost 01.ctric sorvico m y  bo made 
using Cost c f fon ivonors  methodology omployod by t ho  Comniosion i n  
evaluat ing conaonat ion  programs of  t h e  u t i l i t y ,  adjustod as appropriate  t o  
r e f l O C t  t h o  Qualifying f a c i l i t y ' s  contribution to  tho u t i l i t y  f o r  s tandby 
mervicc and whcclinq charqos, o t h e r  u t i l i t y  program costa,  tho f a c t  t h a t  
qua l i fy ing  f a c i l i t y  aolf-oorvico prformnco can bo procisoly meterod and 
monitored. and taking i n t o  cons idora t ion  tho uniquo load c h a r a e t e r i a t i c s  of 
t h e  qua l i fy in9  f a c i l i t y  c0mpar.d t o  o tho r  conasmation programs. 
Specific Authority: J66.051, 350.117(2), 1.8.  
U u  1mplemont.b: J66.OS1, ?.L. 
x i s t o q :  You 10/15/90. 

(1) Upon request by a qual i fying f a c i l i t y ,  oach o l e c t r i c  u t i l i t y  i n  Florida 
s h a l l  provide, subjsc t  to t h o  provia ions  of subsoction (3 )  of t h i s  ru l e ,  
transmission scrvico to  uheol aa-available onorgy or f i r m  onergy and 
capaci ty  producod by a Qualifying F a c i l i t y  frca tho Qualifying F a c i l i t y  t o  
anothor o l c c t r i c  u t i l i t y .  

( 2 )  The rates. t o m s ,  and cond i t ions  for transmisoion s4rvlces as 
described l n  subsOctLOn (1) and i n  Rulo 25-17.0883 which a r o  provided by an 
investor-wned u t i l i t y  shal l  bo t hose  approvod by t h e  Fodcral Energy 
Regulatory ccamission. 

1s-17 -089 trsnsmisrion torrieo for Qualifying ? a c i l i t i e s .  
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( 3 )  An e l e c t r i c  u t i l i t y  may deny, c u r t a i l ,  or d i s c o n t i n u e  tranrmlcmion 
se rv ice  t o  a pual i fying F a c i l i t y  on a non- d iscr imina tory  basrs  r f  t h e  
provision of such se rv ice  vould adversely a f f e c t  t h e  s a fe ty ,  adepuacy, 
r e l i a b i l i t y ,  or C o s t  o f  providlnq electric service t o  t h e  u t i l i t y ' s  general  
body of r e t a i l  and wholesale customers. 
Spociflc Authority: 366,OSl,  3S0.127(2), ?.S. 
L @ w  Impluented: 366.051, 366.05S(3) ,  1.1. 
X i s t o q i  Now 1 0 / 1 5 / 9 0 .  

25-17.090 Ioaerred. 

25-17.091 Oowemmatal &l id  Waste Suo- a d  Capacity. 
(1) Dofinl t ions and Amllcabllltyr 
(a i  *Solid Waste r a c l i i t y -  means i f a c i l i t y  owned or operated by, or on 

behalf of, local governwnt,  t h e  purpose of whlch is t o  dispose of solid 
waete. aa that tern 1s defined i n  section 403.703(13), ?la. S ta t .  (1988). 
and t o  generate e l e c t r i c i t y .  

(b)  A f a c i l i t y  1s ownod by or operated on behalf o f  a local government 
i f  t h e  pouer purchase a q r e a n t  Le between the  .local government and t h e  
electric u t l l l t y .  

(e )  A solid waste f a c i l i t y  oha l l  include a f a c i l l t y  which is rmt owned 
or Operated by a loca l  government but is Operated on it. bohalf.  When t h e  
p e r  purchase agreswnt is betwen a non-governmontal e n t i t y  and an 
oloctric u t i l i t y ,  t h e  f a c i l i t y  Ls oporatod by a p r i v a t e  e n t i t y  on Mhalf of 
a local goverlrwnt i f :  

One or .1oro local goverlrwnts have entered l n t o  a long-term 
sg reewnt  w i t h  t he -p r iva t e  e n t l t y  f o r  t h e  disposal  o f - so l id  
waste for uhich the local governments aro responsible  And t h a t  
agrement  has a term a t  least as long as t h e  tern of t h e  
contract for t h e  purchase of anergy and capaci ty  frocs the  
fac i l l tY;  and 

1. 

2. 

3.  

The 
t h e  
a. 

b. 

b i m s i o n  detormines there is no undue risk -sed on 
electric ratepayers  of t he  purChAelng u t i l l t y ,  based on: 

The local qoverrment's acceptance of respons ib i l i ty  fo r  
t h e  Drivate entity's perfornunee of the  Dover prCCha8e 
cont iac t ,  or 
Such other f a c t o r s  as the  Cocnaission deems aRRrORriate. 

- - 

including, without I m i t a t i o n ,  t h e  issuance b i  binds by 
t h e  local governmenc t o  f inance a l l ,  or substant ia l  
port ion,  Of  t h e  C O S t s  Of the f a c i l i t y ;  t h e  r e l r & r l r t y  O f  
t h e  solid waste technology; and t h e  f inanc ia l  capabi l i ty  
of the p r iva t e  owner And operator .  

r e a l r a n t s  of subuaraarauh 2 sha l l  be ' sa t isf ied if a Th.  _ _ _  
local  governwnt descriied i n  ;ubparagraph 1 enters rnto an 
agreerant wi th  t h e  purchasing u t i l l t y  providing that i n  t h e  
w e n t  of a defau l t  by t h e  p r iva t e  e n t i t y  under the power 
purehas8 contract .  t h e  local government s h a l l  perform t h e  
p r iva t e  e n t i t y ' s  obl igat ions.  or cause thean t o  be performed, 
for tho rcnuinino term of che contract .  and s h a l l  not seek t o  
renegot ia te  t h e  p M c  plrchase cont rac t .  

(d )  Thie rUl8 shall apply to  a l l  cont rac ts  for t h e  purchase of enerqy 
or capaci ty  frm s o l i d  waste f a c i l i t i e s  entered in to ,  or reneqotiated as 
provrded i n  subsection ( J ) ,  after October 1, 1988. 

( 2 )  Except as provided i n  subsectrons ( 3 )  and ( 4 )  of t h i i  rule, t h e  
provi8ions of Rules 25-17.080 - 25-17.089, I l o r i d a  Administratrve code, are 
appl icable  t o  contract* f o r  t h e  purchase of energy and capacrty f rm a so l id  
waste f a c i l i t y .  
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( 3 )  my e o l i d  waste f a c i l i t y  w h i c h  ha. an cx ie t ing  f i r m  energy and 
capaci ty  cont rac t  i n  of foc t  boforo Octobor 1, 1988, a h a l l  have a one-trmo 
option t o  ronegotiate t h a t  cont rac t  t o  incorporate  any or a l l  of t h e  
provieione of eubeection (2 )  and ( 4 )  i n to  t h c i r  contract .  Thie 
renegot ia t ion # h a l l  bo baeod on tho  u n i t  t h a t  t h o  contract wae deelpnad t o  
avoid but applying t h o  mopt recent Comieeion-approrod coet omtimatoe of  
Rule 25-17.0832(5)(a),  Tlorida kdminietrat ivo Cod., for t h e  e- u n i t  t y p e  
and in-aervice year  t o  determine t h e  u t i l l t y ' e  value of avoided c a p a c i t y  
over t h e  remaining t o m  of t h e  cont rac t .  

( 4 )  Becaueo eect ion 377.709(4), ?la.  Sta t . ,  require. t h e  local 
government t o  refund e a r l y  capacity paymonte ehould a molid waete f a c i l i t y  
be abAndOned, clomod down or rendered l l l oga l ,  a u t l l l t y  may not  require 
rlek-related quarantees am r.quired i n  Xu10 25-17.0832, paragraph (2 )  ( e ) ,  
( 2 ) ( d ) ,  (3)(e)8, and ( I ) ( f ) l .  Rouowr. a t  it# option. a molid waeto 
f a c i l i t y  may provide much riek rolatmd guarantee. 

(5) Wothlng i n  t h i e  r u l e  mhall proclude a so l id  waete f a c i l l t y  from 
e lec t ing  advanco capac i ty  paymonte au thor i rod  prrmuant t o  meetion 
377.709(3)(b), ?.S., which advancod e a p a c l t y  paymontm e h a l l  bo i n  1i.u of 
firm capaci ty  paymonte o t h c n d e e  au thor ized  prreuant t o  t h i e  r u l e  and Rule 
25-17.0832, I .A.C. The provimione of eubeoction ( 4 )  aro  app l i cab le  t o  sol id  
waete f ac i l i t l om e l e c t i n g  advancod capac i ty  paymonte. 
tpociflc Authority: JSO.127(2), 377.709(5), ?.S. 
L.u I ~ p l e e e n t e d r  lbb.051, 3bb.055(3 ) ,  377.709, ?.t .  
mistory: Hew 8/8/85, folrerly 25-17.91, k o n d e d  4f2bf89, 10/25/90. 
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STANDARD & PO 

M A Y  24.1993 
I 
Tnc nuinunit I un unruii UUALII 1 

'Regardless of 
whelher a utility buys 
or builds, addin0 
capacity means 
incurring risk." 

BUY VERSUS BUlLD DEBATE REVISITED 

~~~~~ ~~~ ~~~ ~~ 

BENEFITS OF PURCHASING POWER 
Buying power may be the best choice for a 

utility that faces increasing demand Moreover. 
purchasing may be the least risky course. The 
benefits of purchasing can be quite compelling. 
For example, utilities that purcluse avoid the 
risk of signiiicant constmction cost overmns or 

Regardless of whether a ulilih buys  or builds. 
adding capacity meam incurrin:; nsk. To the ex- 
tent that there are any risk, with purchased 
power. bondholders are dirertlt. threatened be- 
cause there is no equitv iaycr t t i  protect them 
Utilities are not compensated i,v any risks thev 
assume in purchasing power At hest. purchased 
power is recovered doll,w-for.&~liar as a n  oper- 
ating expense, so there is nr n u r k u p  to reward 
equity holders for talung risk. 

When a utility enters into .I long-term pur- 
chased power contract witti a ti\rd-cost compo- 
nent, it takes on financial r i -k  H e a v y  fiwa 

CREDIT COMMENT - - 
400298 
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Lhrymigktfallrn therisklpdnrmsorlc).Sale/lease- 
backs of major plant+ are viewed as the virtual 
equivalent of debt, due to the rhategic impor- 
tana of thae major e l W c  generating facilities 
and the W-or-hi&-water" MM of the lease 
COmmitmmk. 

Obligations under take-or-pay contracts, 
which are uro~ndltionrJ as to both acceptance 
and availability of power, are considered quite 

o# D&teqsdmcy1uY% firm. The m e  case would be a unit-spedfic 

chart1 
Risk Specbum 

r 

'Iox-lon; 

fdelkaml=a(noncQpnoll.rD 

POZBOX 
bkE-2gOy rn 
?*- 
Pw 

1- 

I 

2 

DETERMINING THE RISK FACTOR 
How does S&P determine the risk factor or 

the place where an obligation falls on the risk 
spectrum? S&P's assessment of the risk fac- 
tor reflects our analysis of the risks a utility 
incurs when purchasing power under con- 
tract. This depends on a qualitative analysis 
of market, operating, and regulatory risks. I t  
also depends on S&Ps evaluation of the ex- 
tent to which these risks are borne by the 
utility. The analysis is subjective, but not a r -  
bi t rary (scc table I for some of lhe key factors 
under each broad risk category). Depending on 
circumstances, the utility may bear substan- 
tial risks, or it may have successfully shifted 
risks to either the ratepayers or to the nonu- 
ti l i ty generator provider of the power. 

chalt 2 
Risk facton foi 
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Lower nsk factors would be appropnate if: 
The power is economic and needed. 
True performance standards exist. 
A pmjm has operated reliably, 
The utility has a say in the schedulingof main- 

* A contract is pceappmved by regulators, 
capaa'.ty payments are recovered through a 

A regulatory out clause passa disallowance 

The absenceof thrsequalitative risk mitigators 
would lead toward the higher end of the risk 
specaum and I higher N k  factor. 

teMnn lnd retains aJnm10wdispltdL 

fueldause type meduniun. and 

risk to thc power d e r .  

In the caseof mz, SkP chose a 20% risk factor, 

equivalent. resulted in a figure of 5265 million 
The risk factor is chosen based on qdbtiv 
ardysis of the purchwd power c o n b e  i&]f 
and the extent to which market, operahng. and 
regulatory risks areborne by the uaity. 

Table 2 shows the adphent to ABC Power's 

Inultiplicd by a 20% risk factor, and adds it to A X  

AS illustnhd h bbkZ= POWeI'S adjusted debt 

Table 3 illustrates that ABC Power's pretax 
AoJUSTMENTS F'WANcIAL STATEMENTS interest coverage for 1992, without adj&ting 

oncCskphasdaumincd what the risk factor for off-h*nccrheet obligations. was 2.6 times 
is through l eduatioh skp then (x), which is ulculrtcd bydividing the sum of a d ~ t h a u m ~ r ~ r a t r m m a ' 7 h c p r o  net income, income taxes, and interest expense rrdurrmd@tdebtisto*thcprrsentvrlue by interest expense. To adjust for the XYZ Of paKntr discounted at '? capacity payments, the 5265 million debt ad- 'Ihe lo+ diswunt &or * '%: justment is multiplied by a 10% interest rate to 

urive at $27 . W o n .  When this k added to d t 4  equ ivh t -wcu ld  be 
multiplied by both the numerator and denominator, adjusted 
be &Jd pretax interest coverage falls to 2.3~.  

themditionrl would blltc 1 dz"" of the htcrrstaD~ntio,'p adjusfmat to debt. A EFFECT ON RATINGS 
typicll aumpk of the adjustment p m s  is somewhat corn- 
shombdow. 

ABC POWER CO. W P L E  mdthtttvaekubtkdifkaKe must be factored 
To &unci.l .d@meno, Q)il- ~ t h e d y S i S . S b B ~ i q U & i t a t i V e d y s i s  

siderthehypothcticJaampleofABCPownCo. the tmdWnd present value appmach The 
buying power from m cogcncntion Venme. 1dN-t to debt that is. under- 
U n d a t k t e r r m d t h t ~ p o w e r c o n m a .  ~ ~ k u d u s d u L p a r r i c u l . r l ~ i n t h e ~ t o r y  
annual apadty pymene made by ABC Power pnrcsS. Sina thc ad- ratios sdcp derives are 

UvonaonwhichSkPntjngsarebased. 
7aMr I Over the past few years, several ratings have 
M C  Power b. adiastmed la aoltll MldDI been lowered due to pwhased power obliga- 
(MI. t a1 y u r a o  19921 tions. In other cases, S&P did not raise ratings. 

Still others are Lower than they might otherwise 

n - 1400 265 '; 1 5 8  SbP anticipates some rating downgrades of IkM 
Mimnl 10 m i  
P R l C m a  am zm 0 zm 7 electric utilities over the next couple of years. 
Common qunr 1 .m Y lmo 35 However, much wiU depend on how utilities and 

regulators respond toS&Ps analysis. 
UtiIitia can offset purchased power liabilities 

in several ways, including higher returns on 
quity or higher equity components in capital 
structures. Another possibility might be some 
type of incentive RNrn mechanism. 
As competition in- in the electric utility 

industry, power supply strategies will grow 
more complex. Consequently. a utility's pur- 
chased powerobligationr, must beevaluated in a 
broader framework than the one this artzcle ad  

Which, When mUltiplied by the potential debt 

crpihrl structure sdrp Bkes 5265 million, W&& u 
thenetprscntvlluc~thefurureepadrypaymen~ 

Powa's .mul dcbtofs1.4 billion at year-end 1992. 

kverage i s  9% up from 54%. 

mte a Utility6 I cost of UpiUl. 

Nk hm. Th.t mdt uws wd debt fo 

The pvrhred 
pla, but !3kP Stmngiybeliever rhat certain pur- 

pawarmmas are l a s  risky than others, 

mult is 

~ p o a u  
MlLIUR 

*""= 
I x s n be owing to purchased power liabilities. 

1 .a - 

sartat)1i5millionin1993,~eby55miilio~per 
you to $135 million by 1997, u\d m a i n  fixed 
through thc expintion of the purctuKd power 
mntract in 2025. The net present value of these 
obligations over the life of the contract dir- 
counted at 10% is 51.3 billion. 

18bIc 1 
MC Power CP. adiuilmcnl Io p n l a i  1- an)r  
(MII I yuldnd 1992) 

Ad1 D lc la i  dresses. Ong pretax 
!n1. M Y  ("1 CO" The simple truth is that a utility can build all 0 1  

Ne1 Income 120 3w 
l m m c  u ~ e s  92 .21 itsown planb,financethemwitha balanced r m x  of 
lnlemsl e u y n s e  4 115 s 2 . 6 ~  = mr equity and debt, put them into rate base lvlthout a 

dirallowance, and still find itself in Rouble if it5 
Pmm anoublc 
intemsi a s s m t t d  n t h  aaustcd aw a65 m~lm x 101i 

rates are not competitive. Consequently. the buv-  
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versus-build debate m u t  be vlew& within the 
larger cuntext of a uhktys competitive position. 

Therearemany benefits to purchasing power. 

and regulahon. S&P analyres cunbacts to deter. 
nine who is the risk the nonutihty gener- 
ator, the ueility, or the ratepayer. SkP recognizes 
'hatthereadius~enlrrnustbeviewedwithinth= 
larger cuntext of a utility's cumpetitive position 

I 
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I 
3UY VS. BUILD: LET'S 

BY SUSAN STRARATTON MORSE - 

Don't overstate the 
risks or ignore the 
benefits of 

urchases from 
adependents, 
particularly given 
today's state-of-the- 
art contracting 
techniques. And 
don't regulate 
when market 
mechanisms are 
already working 

- 

UY or build? Utilities. credit rating 
agencies, state regulators. and inde- B pendent power producers are all 

Neighing in on what has become one of the 
Rot topics of our industry. 

The debate began when the credit-rating 
kgendes started to take a c loxr  look at utility 
power purchases from independent produc- 
tn to determine to what extent. if any, long- 
term purchase contracts were "debt 
cquivaIents" that could impair a utility's credit 
rating. Now, regulators in each of the 50 states 
are considering the question as a result'of 
kction 712 of the Energy Policy Act of 1992. 
Section 712 requires sate regulatory commis- 
sions to examine the following: 

1.The impact of purchase power contracts 
on a utility's cost of capital and remil rates 

2.Whether debt leveraging w d  by IPPs 
provides them an unfair advantage over 
utilities or  threatens sysrem reliability 

3. Whether regulaton should preapprove 
power purchase contracts 

4. Whether regulators should require assur- 
ances of adeqrute fuel supplies 

California, New York, Michigan, Texas, 
Iowa, Alabama, Pennsylvania. Oregon, and 
other states have initiated proceedings to 
address these issues. 

What does this mean for the independent 
power industry? IPPs, lenders, and investors 
haw a stake in the debate, as the outcome is 
likely to have a significant impact on the 
pricing, terms. and financeability of future 
IPPs. It may also determine how purchases 
from independent power producen are priced 
and compared to utility-owned resources, and 
it may limit a project developer's flexibility in 
structuring project contracts and arranging 
project financing. 

History has shown us that utilities are ca- 
pable of pursuing both good and bad build 
strategies, as well as good and bad buy strat- 
egies. In my new, there are no inherent ad- 
vantages to either opuon. I t  all depends on 
how the buying or building is done. 

As the debate continues, my advice is: First, 
don't  overstate the  riskior ignore the benefits 

of purchases from independents. parucularly 
given today's state-of-the-art contracting tech. 
niques. Second, don't regulate when market 
mechanisms are already working in the 
ratepayer's interest. And third. don't substi- 
tute a regulatory fix, such as an incentive 
mechanism. without carefully understanding 
the implications. Below, I've highlighted what 
I KC as some of the more important issues to 
consider as the debate moves forward. 
COS? 01 M.L. The cost of capital issue 
comes down to a debate over the perceived 
risks and benefits of a p u i c h w  strategv com- 
pared to the risks and benefits of the build (or 
DSM) alternative. For regulators, the q u e r  
tion becomes, "If there are risks in purchas- 
ing, can these be mitigated through contract 
terms and/or regulatory treatment?" I believe 
the answer is yes. 
M l C I M D  USKC. Long-term. take-and-pay 
purchased power contracts with independents 
may expose h e  utility to some risk, essentially 
(1) demand or market risk and (2) regulatory 
disallowance risk. The extent to which these 
risks are borne by utility shareholders and 
bondholders has generally been or.el-stated. 
Many of the risks in purchased power can be 
eliminated through the terms of the contract 
(termination provisions, dispatchabilin. in- 
dexed pricing, etc.) and through the 1-egula- 
tory process. including, for example .  

If there are r isks in purchasiitg, 
can these be mitigated 
through c o n t r a c t  terms 

and/or regulatoy t r e a t m e n t ?  

integrated resource planning. cornperiti\,e b d  
ding, and preapproval of contracts through a 
streamlined process. In practice. competitne- 
bidding programs across the nation ha\e 
shown us that utilities have become more 
sophisticated in their contracting techniques 
and have had no difficulty soliciting attractive 
offers from reputable developers. 
OVIRLOOKCO BINIIRS. Cosr.of caDlt3I Pro- 

400303 



~ ~~ 

:edlngs tha t  examine purchased 
,ewer often ignore. or at  least largelv 
,verlook. the less quantifiable benefits 
for both ratepayers and shareholders) 
,f a welldesigned purchase program: 

The extent to which market 
risk and regulatoy 

disallowance risk are borne 
by utility shareholders . 
and bondholders has 

generally been overstated 

system diversity (fuel type. plant size), 
avoidance of development and con- 
struction risks and costs. avoidance of 
the need to access the capital markets 
(preserving the credit of the existing 
capital structure). and, perhaps most 
importantly. the potential to improve 
a utility's competitive position through 
reduced costs and improved reliability 
and flexibility. All of the credit rating 
agencies recognize there are benefits 
to a purchase strategy that can improve 
a utility's financial suength. 
D m  UVIRAQI. Utilities often argue 
that relatively high debt leverage by 
IPPs is possible because risk is borne by 
the utility. High debt leverage does not 
necessarily mean high risk, however. 
As a lender to the IPP indusuyfor over 
10 years, I can say that high leverage is 
possible when risks have been allocated 
to reliable and creditworthy fuel s u p  
pliers, construction conuactors. open- 
tors, insurance companies, and other 
suppliers, as well as a creditworthy 
purchaser. 

The degree of debt levenage and the 
resulting cost of capital in a project 
f inancing represents the capital 
market's determination of the extent 
to which the project developer has 
managed, controlled, and mitigated 
risks. If the developer can allocate these 
risks to its suppliers and contractors 
and can still protide reliable power at 
a cost below what the utility would have 
incurred had i t  built, then utility 
I-atepa:ers, bondholders, and stock- 
holders all benefit. 
U U A U U W .  I have seen no evidence 
that projects with relatively higher debt 

everage have poorer reliabiliiy or avail- 
ability records. Project financings are 
iery tightly conrrolled through cov- 
tnants and resrrictive language in the 
inancing documents in order to pre- 
ierve the viability of the project over 
the long term. Further, security agree- 
ments are structured to allow the lender 
to keep the project mnning should the 
owner of the project get into financial 
difficulties. In the absence of serious 
technical difficulties, project abandon- 
ment is remote. 

The capital market has demon- 
strated its ability to "regulate" the 
mount of leverage used in project 
financings according to the market's 
assessment of risk. Oversight or imp- 
sition of debt limits by utility regulaton 
would add another level of conuol that 
is not needed. 

The financial markets also serve to 
*rrg~late'fue~ supply urangements for 
IPPs. Lenders and equity investors scm- 
tinire fuel supply and transport agrec 
mcneand thequality of the contracting 
parties in painstaking derail to be sure 
that fuel price and supply risks arc 
allocated efficiently. Further scrutiny 
by regulators adds a layer of review that 
is not needed and could be cosily. 
 IN n m  The debate is now 
broadening from the relative risks and 
benefits of building and buying to how 
to b u t  motimte utility managements 
to procure the least costly, most reli- 
able resources for their ratepayers. At 
one level. utility managements have an 
incentive to build rather than buy. 
regardlessoftherelative meritsofeach. 

Under traditional return-on-rate- 
base ratemaking, the primary way 
management grow earnings is by in- 
vesting new capital on which a return 
can be earned. On the generation side, 
this means building new plants. On 
the buy side, should management and 
utility shareholders be rewarded for 
pursuing a purchase strategy? Perhaps. 
If the suategy benefics ratepavers. al- 
most certainly. 

Faced with the existing regulator) 
framework, lPPs may rake a +pst-D* 
It" position on incentives and return 
adjusunenrr. In myview. however. there 
are three challenges associated with 
utilities earning a return on purchased 
power: 

Utilirv management should i).- 
gken incentives 10 o p c r ~ i c  io  ,i. I. 

provide low.cosr. reliable power. :I , ,  

matter what the source of t h  
power. Calculating the appropri- 
ate incentive level would be , . 

cult 
As rating agencies and the finan- 
cial community continue to evalu- 
a te  the risks a n d  benefits of 
purchasing vs. building. stock and 
bond prices should reflect these 
risks. ROE or capital structure 
adjustments imposed by regulators 
may result in double counting. 
Mechanisms for earning a return 
on purchased power must not tilt 
the playing field further toward a 
preference for building. Specifi- 
d y ,  incentive mechanisms and 
comparispns between costs of 
building and costs of purchasing 
should reflect the risks of each 
strategy, not just the risks of pur- 

AI1 of the credit-rating 
agencies recognize there are 

benefits to a purchase 
strategy that can improve u 
utility's financial strejigth 

~~~ 

chased power. There have been 
p ropods  to penalize IPPs i n  their 
power supply bids by adding a cost 
factor to the IPP's bid to "reflect 
the burden of debt equivalence." 
When a utiluy-built option is com- 
peting against purchase options. 
certainly the incremencal cost of 
issuing new debt and equity to 
build should be included in the 
build "bid price," reflecting all the 
risks associated with a build pro- 
gram. 

These challenges are ahead of (15.  .As 
Ne go forward in this transitional pr- 
:iod from regulated monopolies to 
mmpetitive resource procuremeiit, we 
need to make sure h a t  we have a means 
3f balancing incentives so thai all r t  
iOUTCe options are considered on a basis 
that fully recognizes each resource' I 
mique benefits and costs. = ,  
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PURCHASED 
POWER 

AS OF EXPOSURE 

?hen vc two basic LRLP of exponue; Cogenention Power RvchrseJ md Intdunge Power Purchases. FERc 
Reg 35.14, and prior P W C  Audit rulings state the pmceas 10 be used in the Wholevlc Fuel Adjustment Clause. 
Each area is rpoEifidy idcatifid and ddmscd. Below is i slllllllllly of 35.14 md the Audit Rulings LS it relates 
to thcse uw5: 

COGEMERATloN PURCHASED POWER 

FERC 35.14 (2)@): 

PERC 35.14 (Z)(ii): 

* Totd mb of the p t u c b c  is lea rtUn the TOTAL AVOIDED VARIABLE. COSTS that would 
bvebcea iDaured by ths buyer bad aputiouLrpurhus not been nude. 

E POWER 

FERC 35.14 (a)(Il)(i): 

* Definitim of Economic Power is power or eaergy purchued over i period of twelve months or 
less where &e twl cost of the purchrre is lea t&n the buyers total avoided variable cost. 

hugy wsb, .P.n from fuel costs, of p a  purchrred on m ezonomic dispatch basis which did 
not displace available IWCIW up.city. 

* 

+ Energy CON of purcbrcc power. which replaced power uruvlilable bsuuse of a scheduled outage, 
should not ex& the eaergy costs of the ~pl.csd power. 

FERC order 352, docket DO RM83-62-, ruperccaded by 
FERC order 529,55 FR 47321, dated Nov. 13, 1990: 

* order 352 .t.ter thu purcbrpe power wsts u11 be put into Wholcule fuel if two conditions are 
mct....totd cost u leu rh.0 the buyer's total avoided variable cost, d the purpose of the 
p h  must be solely to displrcc higher cost gcuemtion. The second condition excludes from 
automatic ncovcry purcb.ses made to aainrrin rcservc levels or other wise cure a capacity 
deficiency. 

PERC order 529 ~perceeds 352 and discusses reserve issues and reliability levels.. . . . Legal counsel 
should be consulted on this item. 

/ 



Purchamsd Power Costs/Co-Generation 

Coat of Cogeneration end Small Power Purchases Included i n  Wholesale 
Adjue tmen t  Clause (PAC) 

The -any improperly included the  en t i r e  energy Cost COmponent Of purchased 
power from cogeneration and mall power producere i n  wholesale f u e l  adjustment 
clause bi l l fngs.  

The Company included t h e  ent i re  energy cost component related t o  t h e  above 
purchaeee a8 a Component Of f ue l  Coat i n  t h e  computation of fue l  adjustment 
clause (PAC) b i l l i n g s  t o  wholesale customers. 
purchases under these c o n t t a p  were made under economic diepatch basis 
because t h e  pricing of uL.Lvy is based on marginal mst m r l y s i e  using a 
production cos t  simulation model. The Company also included t h e  energy 
paymanto t o  cogenerators and small power producers i n  t h e  ba8e coa t  of f u e l  i n  
wholesale rats fLIings. 
approval t o  recover tho above mentioned costs  from wholesale custanere through 
fue l  adjustment clause billings. 

The Company considered that  a11 

The Ccppury did not t w e e t  specific Comaismion 

special Condition 9 ,  fie1 Cost Mjus+man+, paragraph. b(2)  and b(3)  of t h e  
company's wholemale rate schsdule defines tha  m e t  compnentm of purchased 
power recoverable through ?AC billings as follows; 

b(2) The actual ida~tiflable f o s s i l  and' nuclear fue l  cos t s  associated 
w i t h  energy purchased for reasons other than ident i f ied  i n  Paragraph 
b(3)...belw.. . 
b(3)  The net one= cost of energy purchaees, exclurive of capacity or 
demand charges (irrespective of the derignation assigned t o  such 
t ranaact ion)  when such energy is purchased on an economic dispatch basis. 
Included therein may be such coets as t h e  charges for economy energy 
purchases and t h e  Charges ar a result of echeduled outage, a11 such kinds 
of energy being plfchased by t h e  Company t o  subs t i tu te  fo r  its own higher 
cos t  energy... .- 

The Division of Audits concluded t h 6 t  the Company's approved wholesale fue l  
adjuetment clause (Special Condition 9 ,  Fuel Cost AdjU~~tm.nt, paragraph b ( 2 ) )  
allows only t ho  actual ident i f iab le  fos s i l  fue l  component of energy purchased 
from cogenerators. 

The Company was required t o  (1) revise procedure6 t o  include only t h e  ac tua l  
i den t i f i ab le  fOaOL1 fu.1 associated w i t h  purchare power from cogenerators and 
Small power ptoduCers i n  fu ture  wholesale fue l  adjustment clause ca l cu la t ions ,  
o r  in the event such information is not d i rec t ly  available from the sellers, 
use a computed amount of f u e l  based upon factore derived for actual  heat rates 
furnished by cogenerator and the published tar i f fs  of t h e  fuel  suppl iers  of 
t h e  cogenerator, and ( 2 )  recompute monthly FAC bil l ing8 to all wholesale 
customere since January 1, 1982 by incLuding only the ac tua l  i den t i f i ab le  
f o s s i l  f u e l  coats  associated w i t h  purchase power from cogenerators and small 
power producere i n  the computations, or i n  the  event such information i s  not 
d i rec t ly  avai lable  from t h e  s e l l e r s ,  uee a computed amount of fue l  based u p o n  
factore  derived for actual heat ra tes  f u r n i s h e d  by cogenerator and t h e  
published t a r i f f s  of t h e  f u e l  supplier6 of t h e  cogenoratare, and (3) make 
refunds including interest  t o  all wholesale customers. 400307 
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PVfL AXD RlEL ADJUSTIWT CLAUSES 

Purchased Power Costm/Co-Oeneration 

Inclusion of Purchased Power Cost in Fuel Adjustment Claume B i l l i n g s  

The Company improperly included i n  wholesale fue l  adjuatwmt clause (PAC) 
bLUin9a t h e  t o t a l  energy m a t  of ~ 1 1  purchamed power t rnmact ions .  

The c a p a n y  deemed a l l  purchamea of power t o  be nude on an 'economic dispatch- 
basis. The energy ChUgeS, which included costa other than fuel ,  in mom 
inetances re la ted  t o  purchumd powr did not replace availablm reserve 
capacity. 

P u t  35.14 of t h e  Regulations undu thm ?mdmral POWI A c t ,  and thm Company's 
PAC t a r i f f ,  providmd for  the-Foclumion in ?AC crlculatioam of  t h e  total  energy 
costa of power purchammd on an 'economic dimpatch' basis, whmn much purchasee 
displaced avai lable  remmme c a ~ . c i t y .  f i e  canpany'r PAC t a r i f f  a h o  provided 
for  recovery of the t o t a l  mnugy charge of powr purehamad t o  rmplace 
generation unavailable b a a a U E 8  Of mchadulmd outages, to t h m  mxteat t h a t  t h e  
total  energy chrrpe did not axC8.d the f u m l  C0.t of th8 replaced power. 

. However, Par t  35.14 of t h e  comsimsion'm Regulatione mnd t h e  "mO.npgs f i l e d  
PAC tariff  did not p m t r i d m  for inelurnion in M C  calculatlonm of  mither (1) 
energy comtm, apart frolp fuel costs8 of powmr purchumd on UL OEOMIT&C 
dispatch bamim which did not dispbcm avaLlabl8 rmm8rve capacity, mnd (2) 
enmrgy COS+. Of purchamed p a n t 8  Which repl~cmd power u ~ ~ a i l r b l e  bmcause of a 
scheduled outage, to thm u t e n t  much muqy cost. excmeded the f u e l  conts of 
the  replaced power. 

Accordingly, DOA concludmd that t h e  inclumion in the FAC calculat ions of t o t a l  
energy coats  from purchammd povcrr t i m i a c t i o n s  remulted i n  excemmive amounts 
being recovered through wholmnale fuml adjustmmnt claume bi l l inga.  

The Company was required t o  (1) rmvise procedure6 t o  comply with t h e  
requirements of Part 35.14 of thm Regulations under the Federal Power A c t  and 
i t a  f i l e d  tariff when dmtmnhing m n t m  t o  be recorded through its wholesale 
f u e l  adjustment claume, urd (2) nrrka appropriate refunds t o  i t m  wholemale 

'A cus tmet ,  w i t h  Interemt am required by the  Coarmisnion'm Regulations 35 19a (a ) 
( 2 )  (iii). 
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Cost of Purchased Power from Qualifyina Fac i l i t i e s  Included Ln Fuel Adjustment 
Clause Billinas 

The Company purchased energy from QPs on an as avail&le basis.  The Company 
included both t h e  demand a d  energy cos t  of t h e  purchases i n  t h e  Computation 
of PAC b i l l i nge  t o  wholeaale customers. 

The commission addressed the  question Of col lect ion of QF purchases through 
t h e  FAC in order No. 352 (Docket No. ~ ~ 8 3 - 6 2 - 0 0 0 .  i s sued  December 1983), m d  
re jected t h e  Lnclusion of QF purchases i n  PAC bi l l ings .  

Wnder the  approved wholemle-tarLff, we concluded t h a t  t h e  colnpury could not  
Fnclude t h e  cost of the  QF putchmes In WhOleShle PAC billings. 

It was recormended tha t  t h e  OarPp8nyr 

(1) revise  procedures t o  exclude the  Cost of QP purchased m e r  C O E t E  f r o m  
future  wholesale FAC calculatlonr;  and 

recompute monthly PAC bl l l inga  t o  WhOlEaAle customera by eliminating t h e  
e n t l r e  coat of purchamed powu from QPe from t h e  current month'. Cost of 
fue l  ( b u t  not from the b U e  Coat Of fuel)  hnd makc a p p m p t h t e  refunds, 
with interest computed accozdiag to Section 35.19(a) of +h. CoarmLsslon's 
regulations,  fo r  any overcollectad .mounts. 

(2 )  



Inclusion of Tota l  Energy Costs of F i rm Purchase Power i n  Wholesale Fuel  
Adjustment Clause IFAC) Computations 

The Company improperly included in wholesale f u e l  adjustment clause (FAC) 
b i l l i n g o  the t o t a l  anergy chuges r s l a t e d  t o  cerfain purchases o f  energy t h a t  
d i d n ' t  meet the CotImiSston'. 'econaoic dispatch' c r i t e r i a .  

The Caapury followed the  p r a c t i c e  of including the e n t i r e  energy Cost 
coldponent ( exc lus ive  of capac i ty  or d-d charger)  assoc ia ted  wi th  f i r m  
purchases as M element of f u e l  c o s t  i n  ccmputing FAC b i l l i ngs  t o  wholesa le  
customers. The Company gene ra l ly  scheduled the purchase power from theme f i r m  
purCha8e power con t rac t e  on ';n .econ&c dispatch' basis ;  howve t ,  c e r t a i n  of 
t h e  purchases were m~do on a *non-oconomic dispatch. basis t o  meet con t r ac tua1  
requirements. 

In Opinion No. 34, D o c h t  No. ER76-398, issued J M U ~  1 5 ,  1979, t h e  
CotmissLon explatnod t h e  pupore of its econdc dispatch criteria as follows: 

... Order No. 517 8tatem t h a t  Section 35.14(a)(Z)(iii) was 
intended t o  benefit consumer# by encouraging energy purchases 
when the C0.t of tlu purchased energy is less t han  the c o s t  

would b. ch0ap.r th.n q.nuatLon is datemined  on m 
hour-by-hour basis. 
By r equ i r ing  to  use t h e  Ac tua l  hour-by-hour cos t  i n  the f u e l  
clause t h e  Coneumer w i l l  bene f i t  a0 intended.... (emphasis 
added) 

O f  fh. p u r c h U U ' B  ovll g ~ ~ t a t b z ~ .  Whether the puzchAme 

This is  what we intended t o  encourage. 

The Commission's p o l i c y  on economic dispatch was fur ther  explained in t h e  

Purchased Power i n  Fuel  Cost MfuDtment Clause for E lec t r i c  U t i l i t i e s .  

Under the  condi t ions  of the coppmy's ex i s t ing  PAC r a t e  schedule, t h e  to ta l  
C b r g y  component of fLrm purchase power c.n only be included i n  PAC tariff 
b i l l i n g s  i f  it meate t h e  g O C ~ o m i ~  dhpatch '  c r i t e r i a  on m hour-by-hour 
bas i s .  when f i rm purchase power doesn ' t  lnaet t h e  *economic dtspatch" 
c r i t e r i a ,  a caapany may oaly inolude t h e  i d e n t i f i a b l e  f o s s i l  .nd nuc lea r  fuel 
c o s t s  related t o  much purcluoes i n  PAC tariff b i l l i n g s .  
request opecific cotmiision approval t o  recovor the e n t i r e  enerrz '  payment 
related t o  ind iv idua l  purch8s.m made on a non-econaic basis i n  PAC b i l l i n g s .  

The Division of Audita concluded that  the Company's PAC b i l l i n g s  t o  wholesa le  
cuatmners were overs ta ted  during the period under audit t o  t he  e x t e n t  t h a t  
such b i l l i n g s  included payments r e l a t ed  t o  energy purchases t h a t  were not  on 
m "economic diepatch" based on the Commiselon'e hour-by-hour c r i t e r i a .  

' N o t i c e  Of Proposed Rulsmakinp in Docket No. W83-62-000, Treatment of 

The Company d i d n ' t  
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Part 292-Re ulations under Sections 201 and 

1978 with Regard to Small ower roduction and 
Cogeneration. 

[I 25,1101 

5 ' 6  210 of the Pub1 f c Utility Re ulator Policies Act of 

Subpart A-General Provisions 

sec. 
292.101 Definitions. 

Subpan B-ualifl --ig Cogeneration an 
Facilities 

sec. 
292201 SCoDe. 

Small Power Produa on 

291202 Definitions. 
292.203 G n e r a l  requirements for qualification. 
292.20) Criteria for qualifying small power production facilities. 
292205 Criteria for qualifying cogeneration facilitier. 
292.206 Ownership criteria. 
292.207 Procedures for obtaining qualifying status. 
292.208 Spc ia l  requirements for hydroelectric small power production facilities 

292.209 Exceptions from requirements for hydralectric small power production facili. 

292.210 Petition alleging commitment of substantial moneury resources before Octo 

292.211 Petition for initial determination on whether a project has a substantial 

l aa ted  at a new dam or diversion. 

ties l ou~ed  a t  a new dam or diversion. 

ber 16.1986. 

adverse effect on the environment (A!CE petition). 

Sub- CArrangemenu Between Electric Utilities and Qualifying 
Cogeneration and Small Power Production Facilities Under Section 210 

of the Public Utility Regulatory Policies Act of 1978 

sec. 
292.301 %ope. 
292.302 .\\.ailability of Electric Utility System Cost Data 
292.303 Electric Utility Obligations Under This Subpart 
292.304 Rates for Purchases 
292.305 Rates for Sales. 
292.306 Interconnection Costs 
292.307 System Emergencies. 
292.308 Siandards lor Operating Reliability 

Federal Energy Regulatory Commission 
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15,452 Regulations 

Subpart D-Implementation 
Sec. 

231 IWiSe 

292.401 Implementation by State Regulatory Authorities and Nonregulrted Utilltles 
292.402 Implementation of Certain Reporting Requirements 
292.403 Waivers 

Subpan E-Qualification of Cogeneration Facilities for Incremental 
Pricing Exemption [Removed.] 

SeC. 

z92.so1 SEop 
292.502 Qualifying requirements for Cogeneration facilities. 
292.503 Procedures for obtaining qualifying status. 

Subpart F-Exemption of Qualifying Small Power Production 
Facilities and Cogeneration Facilities From Certain Federal and State 

Laws and Regulations 
sec. 
292.601 Exemption of Qualifying Facilities from the Federal Power Act. 
292.602 Exemption of Qualifying Facilities from the Public Utility Holding Company 

AmOI(TTY: Federal Power Act 16 U.S.C. 791a824r (1982), as amended 

ment of Energy Organization Act, 42 U.S.C. 7101-7352 (1982); EO 12009, 3 
CFR 1978 Comp., p. 1 4 2  Independent Offices Appropriations Act. 31 U.S.C 
9701 (1982); Public Utility Regulatory Policies Act, 16 U.S.C. 2601-2645 
(1982), as zmended. 

SOURCE: The provisions of Subpart A arc contained in 45 Federal Register 
12214. February 25, 1980, effective March 20, 1980, unless otherwise noted 
The provisions of Subpart B arc contained in 45 Federal Register 17959, 
March 20, 1980. effective March 13, 1980, unless otherwise noted. The 
provisions of Subparts C and D arc contained in 45 Federal Register 12214, 
February 25, 1960, efiective March 20, 19e0, unless otherwise noted. The 
pmisions of Subpart E are contained in 44 Federr1 Register 65744, Nov- 
ember 15, 1979, effective November 9, 1979, unless otherwise noted. The 
provisions of Subpart F are contained in 45 Federal Register 12214. February 
25. 1980. effective March 20, 1980, unless otherwise noted. 

Act and Certain State L a  and Regulation. 

by Electric Consumers Protection Act of 1986, Pub. L. No. 99495; Depart- ( 

Federal Energy Culdeh-  7 25,110 , .  
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Subpart A 4 e n e r a l  Provisions 
15,453 

[a 25,1111 
0 292.101 Definitions. 

(a) Genera/ rule. Terms defined in the Public Utility Regulatory Policies 
Act of 1978 (PURPA) shall have the same meaning for purposes of this part 
as they have under PURPA, unless further defined in this part. 

(b) Definitions. The following definitions apply for purposes of this part. 
(1) "Qualifying facility" means a cogeneration facility or a small power 

production facility which is a qualifying facility under Subpart B of this part 
of the Commission's regulations. 

(2) "Purchase" means the purchase of electric energy or capacity or both 
from a qualifying facility by an electric utility. 

(3) "Sale" means the sale of el?-tric energy or capacity or both by an 
electric utility to a qualifying facility. 

(4) "System emergency" means a condition on a utility's system which is 
likely to result in imminent signiiicant disruption of service to customers or is 
imminently likely to endanger life or property. 

(5) "Rate" means any price, rate, charge, or classification made, 
demanded, observed or received with respect to the sale or purchase of electric 
energy or capacity. or 'any rule, regulation, or practice respecting any such 
rate, charge, or classification, and any contract pertaining to the sale or 
purchase of electric energy or capacity. 

(6) "Avoided casts" means the incremental costs to an electric utility of 
electric energy or capacity or both which, but for the purchase from the 
qualifying facility or qualifying facilities. such utility would generate itself or 
purchase from another source. 

(7) "Interconnection colts" means the reasonable costs of connection. 
switching, metering, transmission, distribution, safety provisions and 
administrative costs incurred by the electric utility directly related to the 
installrtion and maintenance of the physical facilities necessary to permit 
interconnected operations with a qualifying facility, to the extent such c a t s  
are in excess of the corresponding costs which the electric utility would have 
incurred if it had not engaged in interconnected operations, but instead 
generated an equivalent amount of electric energy itself or purchased a n  
equivalent amaunt of electric energy or capacity from other sources. 
Interconnection costs do not include any costs included in the calculation of 
avoided costs. 

(8) "Supplementary power" means electric energy or capacity supplied 
by an electric utility, regularly used by a qualifying facility in addition to 
that which the facility generates itself. 

(9) "Back-up power'' means electric energy or capacity supplied by an  
electric utility to replace energy ordinarily generated by a facility's own 
generation equipment during an unscheduled outage of the facility. 
F a d e d  E n e m  Rcfulatorj Commlulon 5 292.101 7 25,111 
01141 
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(10) "Interruptible power" means electric energy or capacity supplied by 
an electric utility subject to interruption by the electric utility under specified 
conditions. 

(1  1) "Maintenance power" means electric energy or capacity supplied by 
an electric utility during scheduled outages of the qualifying facility. 

[The next plge u lS.467.1 

725,111 § 292.101 
,, 

-%'a, I '  r.0 ; 
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Subpart &--Qualifying Cogeneration and Small Power 

[I 25,1211 

Production Facilities 

p 292.201 scope. 
This subpart applies to the criteria for and manner of becoming a 

qualifying small power production facility and a qualifying cogeneration 
facility under sections 3(17)(C) and 3(18XB), respectively, of the Federal 
Power Act. as amended by section 201 of the Public Utility Regulatory 
Policies Act of 1978 (PURPA). 

0 292.202 Definitions. 
For purposes of this subpart: 
(a) “Biomass“ means any organic material not derived from fossil fuels; 
(b) “Waste“ means by-product materials other than biomass; 

(c) “Cogeneration facility” means equipment used to produce electric 
energy and forms of useful thermal energy (such as heat or steam), used for 
industrial, commercial, heating, or cooling purposes, through the sequential 
use of energy; 

(d) “Toppingsycle cogeneration faciiity” means a cogeneration facility in 
which the energy input to the facility is first used to produce useful power 
output, and the reject heat from power production is then used to provide 
useful thermal energy; 

(e) “Bottomingqcle cogeneration facility” means a cogeneration facility 
in which the energy input to the system is first applied to a useful thermal 
energy process, and the reject heat emerging from the process is then used for 
power production; 

(0 “Supplemenrary firing” means an energy input to the cogeneration 
facility used only in the thermal process of a topping-cycle cogeneration 
facility, or only in the electric generating process of a bottomingcycle cogener- 
ation facility; 

(g) “Useful power output” of a Cogeneration facility means the electric or 
mechanical energy made available for use. exclusive of any such energy used 
in the power production process; 

(h) “Useful thermal energy output” of a topping-cycle cogeneration 
facility means the thermal energy made available for use in any industrial or 
commercial process, or used in any heating or cooling application; 

(i) “Total energy output” of a topping-cycle cogeneration facility is the 
sum of the useful power output and useful thermal energy output; 

0’) “Total energy input” means the total energy of all forms supplied from 
external sources. 
Federal Energy Regulatory Commission § 292.202 725,122 
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(k) “h’atural gas” means either natural gas unmixed, or any mixture of 
natural gas and artificial gas; 

(1) “Oil“ means crude oil, residual fuel oil. natural gas liquids, or any 
refined petroleum products; and 

(m) Energy input in the case of energy in the form of natural gas or oil is 
to be measured by the lower heating value of the natural gas or oil. 

(n) “Electric utility holding company” means a holding company, as 
defined in section t(aX7) of the Public Utility Holding Company Act of 1935. 
15 U.S.C. 4 79MaX7) which owns one or more electric-utilities, as defined in 
section t(aK3) of that Act, IS U.S.C. 979WaX3). but does not include any 
holding company which is exempt by rule or order adopted or issued pursuant 
to sections 3(aK3) or 3(aX5) of the Public Utility Holding Company Act of 
1935,15 V.S.C. 3 79c(aX3) or 8 79daXS). 

(0)  “Utility geothermal small Power production facility” means a small 
power production facility which uses geothermal energy as the primary energy 
resource and of which more than 50 percent is owned either: 

(1) By an electric utility or utilities, electric utility holding company or 
companies, or any combination thereof; or 

(2) By any company 50 percent,or more of the outstanding voting 
securities of which are directly or indirectly owed. controlled, or held with 
power to vote by an electric utility, electric utility holding company, or any 
combination thereof. 

(p) “New dam or diversion” means a dam or diversion which requires, for 
the purposes of installing any hydroelectric p e r  project, any construction, or 
enlargement of any impoundment or diversion structure (other than repairs or 
reconstruction or the addition of flashboards of similar adjustable devices); 

(9) “Substantial adverse effect on the environment” means a substantial 
alteration in the existing or potential UK of, or a IWS of, natural features, 
existing habitat, recreational uses, water quality, or other environmental 
resources. Substantial alteration of particular resource includes a change in 
the environment that substantially reduces the quality of the affected 
resources; and 

(r) “Commitment of substantial monetary resources” means the expendi- 
ture of, or commitment to expend, at least SO percent of the total cost of 
preparing an application for license or exemption for a~ hydroelectric project 
that is accepted for filing by the Commission pursuant to §4.32(e) of this 
chapter, The total cost includes (but is not limited to) the cost of agency 
consultation, environmental studies, and engineering studies conducted pursu. 
ant to 5 4.38 of this chapter, and the Commission’s requirements for filing a n  
application for license exemption. 

.01 Subsections (a)-(i), 45 F.R. 17959 46 F.R. 19229 (March SO. 1981); subsccrions 
(March 20, 1980); subsection a), 45 F.R. 33958 (pHr). 53 F.R. 26992 Uuly 18. I*). 
(May 21. 1980); Subsections (LWrn). 45 F.R. .OS Hisrorid rccord.Jecrion 292.202 
17959 (March 20, 1980); subsection (n), 45 originated in 45 P.R 17959 (3/20/80). cffec- 
F.R.  a 7  (October 8. t5W; subseaion (0).  rive 3/13/80. 

ll25,122 5 292.202 Federal Energy Guidelines 
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Su-ion (j), appearing in 45 F.R. 17959 
(3/20pO). effective 3/13/00. read aa follorr 
until it was amended in 4s F.R. 339s 
(5;2I/M)). effective 5/1S/80 

( J I  'Total enere input" means the toul 
energy of all forms supplied from external 
sources other than supplemenuy firing to tk 
faclllty, 

Subaection (n) w u  added by I S  F.R 
S2779 (0/8/80), effective 8/4/80, and r u d  u 
l o l l a  until It w u  m e n d 4  in 45 F.R 
66787 (10/8/80), effdve 9/26/W 

rn) "Electric utility holding company" 
means a hdding compny as defined in m i m  

,?la)(:) of the Public U t i l ~ t y  Holding Cornpan! 
k t  of 1935. 15 USC 79waM7\ which owns 
one or more electric utility companies. a' 
defined in section Z(aX3) of that i c t ,  I5 U S C 
79b(&X3). 

Subsection (0) newly originated in *6 
P.R. 19229 (3/30/81), effective 5/1/81. 

Subsetion @) newly originated in 53 
P.R. 26992 (7/10/88). effective 9/16/88, 

Subomion (9) aer ly  originated in ~3 
P.R. 26992 (7/18/88), effective 9/16/80, 

Subseetiou (r) newly originated in 53 
?.E 26992 (7/18/88). effcccive 9/16/88. 

ill 25,1231 
Q 292.203 General requirement8 for quPlirication. 

of this section, a small power production facility is a qualifying facility if it: 
(a) Small power production facilities. Except as provided in paragraph (c I 

(1) Meeu the maximum size criteria specified in Q 292.204(a); 
(2) Meets the fuel UK criteria specified in Q 292.204(b); and 
(3) Meets the ownership criteria specified in 0 292.206. 
(b) Cogenention facilities. A cogeneration facility, including any diesel 

(1) Meets any applicable operating and efficiency standards specified in 

(2) Meets the ownership criteria specified in Q 292.206. 
(c) HydmJcctric small power production facilities located at a new dam 

or divenian. (1) Except as provided in paragraph (132) of this section, a 
hydroelcctric small power production facility that impounds or diverts the 
water of a natural watercourse by means of a new dam or diversion (as that 
term is defined in Q292.2U2(p)) is a qualifying facility if it meets the 
requirements of: 

and dual-fuel cogeneration facility, is a qualifying facility if it: 

Q 292205(a) and (b); and 
I 

(i) Paragraph (a) of this section; and 
(ii) W o n  2922C8. 
(2) Moratorium.4i) General rule. Except as provided in paragraph 

(cX2Xii) of this section, a hydroelectric small power production facility that 
impounds or diverts the water of a natural watercourse is not a qualifying 
facility if the moratorium described in section &e) of the Electric Consumers 
Protection Act of 1986 (ECPA), Pub. L. No. 99495, is in effect. The moratcl 
rium applies to a license or an exemption issued on or after October 16, 1986 
T h e  moratorium will end at the expiration of the first full session of Congress 
following the session during which the Commission reports to Congress on t h e  
results of the study required by section 8(d) of ECPA. 

(ii) Exemption. A hydroelectric small power production facility is exempt 
from the moratorium and can be a qualifying facility if it: 
Federal Energ. Regulatoy Cornmission S 292.203 a25,123 
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(A) Meets the requirements in paragraph (c)(l) of this section; and 
(B) Qualifies for one of the exceptions in 5 5 292209 or 292.210, 

4 1  Subsection (aj, 52 F.R. 5276 (Februarr. 
20. 1987); subsection (b\, 52 F.R. 2846.i (JuI~. 
50, 1987); subsection (ch 53 F.R. 26992 IJuI! 
18. IW). 

.05 Hirtoriul &.-Section 292.203 
originated in 45 F.R. 17959 (3/20/W), effcc. 

Subsection (a),appearing in 45 F.R. 
I7959 (3/20/80), effacive 3/13/80. r e d  u 
follows until iu amendment in 52 F.R. 5276 
(2/20/87), effective 3/23/82 

(a) Small power production Iacilities. A 
small power production facility is a qualifyin( 
facility if it: 

(1) Meets the maximum size criteria speci- 
fied in $292.20((a); 

(2) Meets the fuel use criteria specified in 
4 m m k  and 

(3) Meets the ownership criteria specified in 
(292205. 

Subuetion @). appearing ia 45 F.R 
17959 (3/20/80). effective 3/13/80, read u 
f o l k  until it wm .mended in 46 PJL 
33025 (6/26/81). dfccdrr 7/27 f81: 
(b) Coyrneration facilities. ( I )  Unless 

excluded under prra;raph (c). a cweaeration 
facility is a qulifyin6 facility if it: 

(i) Meets m y  applicable operating and effi- 
ciency standards specified in 29220Xa) and 
(b); a d  

rive 3/13/80. 

(ii) Meets the omership criteria specified in 
5292206. 

(2) For purposes of qualification of a 
qcnera t ian  facility lor exemption from inoe- 
m e n d  pricing, a cogenentiar facility must 
qualify undcr + 292aXc). 

Subwetion @). appearing in 46 F.R. 
33023 (6/26/81). d[ccdrc 7/27/81, read u 
fdm until its amendment in 52 F.R. 
28464 (7/30/87), rfiairc 1 f 1/66: 

(b) Cqeneraricm facilities. (I)  A cogenera- 
tion facility. including any diesel and dual-fuel 
ccgencration facilily. is a qualifying facility if 
it: 

(i) Meets any applicable operating and eifi. 
ciency standards specified in 5 ZmMS(a) and 
(b); and 

(i i)  Meets the ownership criteria specifid in 
# 292Zm. 

(2) For purposes of qualification of a 
cogeneration facility for exemption from inne- 
menial pricing, a cogeneration facility m u t  
qualily under 0 292.20Xc). 
n 36 132 f i  303 7n7 

;JJ :.?. 

Subsection (e). appearing in 45 F.R. 
17959 (3/20/M). effccdw 3/13/80, r u d  u 
f O ~ o v l  until i t  w u  men& in 45 F.R. 
339% W2llSO). dfutire 5/1s/W 

(C) fnlerim uclusim. ( I )  Pending further 
Commiuion action, any cogeneration facility 
which is a new diesel cogeneration facility may 
not be a qu l i fy iw  facility. 

(2) A ocw d*wl cogeneration facility i s  a 
cqcncntion facility: 

(i) Which derives i u  w f u l  power output 
from a d i d  -,.ad 
(1) The hdhlian of which began on or 

rfur h r c b  13.19Bo. 
Subwetion (e). appearing in 4S F.R. 

339% (5/2l/M), effective 5/15/80, r u d  as 
l d a  unril it w u  deleted in 46 F.R 3302s 
(6/26/8l). effdw 7/27/81: 

(e) fniuim uduricn. (1) Pending further 
commirrion rclim. any cogeneratian facility 
whiih b a new dinel cogeneration facility may 
n ~ (  be a qurlifyinl facility. 

(2) A new diesel cqtnention facility is a 
cqeneration facility: 

(i) Wbich e v e s  iu w f u l  power output 
fmm a d i d  engine, md 

(i) Tbe instahlion of which began on or 
.fur Mlrcb I3,19Bo. 

(3) Pendin( funber Commission action. any 
cqmurrim facility which is a new drul-fuel 
cogeneration facility which seeks to obtain 
qualifM futu must fdlw the procedures 
setfatbinj292ZW(b)ofthiruction. 

(4) A new dud-fuel cqenent ion facility is a 
CqeDenliOcrfdil~ 

(i) which & r M s  iu uwfd paver wtput 
from an inunul combustion piston engine 
u p b i c  of changing autonutially betreen gas 
and a l  operation. and 
(1) the insulktion of which began on or 

after May IS. 1980. 
Subucrion (e). deleted in 46 F.R 33025 

(6/26/81). dfrcCiTc 7/27/81. W U  reinruted 
in 52 P.R. 5276 (2/20/87), cffecdve 3/23/81* 
and read u 10Uo.n until ita amendment in 
53 F.R 26992 (7/18/88), effective 9/ l6/W. 

(c) Hydroelectric small power prduction 
facilities louted a1 a new dam or diversion. (1  I 
General rule. Except u provided in paragraph 
(cX2) of this section and #2922C8 of this part. 
a hydroelectric small pnwcr production facility 
Uut impounds or diverts the water of a natural 
watercourse by means of a new darn or diver. 
lion is a qualifying facility i f  

VJ...I r-.-- r.,,i&tinr 
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(i) I t  meets the  requirements in paragraph 
(a) Of this section. 

( i i )  The Commission finds that the project 
will not have rubsuntial adverse dfsu on the 
environment, including recreation and water 
quality. when it issuer the license or exemption 
for the project; 

(iii) The Commission finds. when it accepts 
the application for license or exemption for the 
project for filing under U Z ( e )  of this c h a p  
ter. that the project is not laated on any 
segment of a natural vatercourse that: 

(A) Is included in (or designated fa men- 
tial inclusion in) a State or National Wild and 
Scenic River System. or 
(E) The Sute  has determined. in accordrnce 

with applicable Sute law. to posses unique 
natural. rmcatimrl.  cultural or scenic attrib 
uta w h i i  rwld te adwnely affected by 
hydroelectric dewbpment; and 

(iv) The pro)ect meets the terms and condl. 
lions set by the appropriate fish and wildlife 
tgencies under the same procedures as p r ~  
vided for under section X k c )  of the Federal 
Pmzr Act. 

(2) ExcepKion. A hydroelectric small power 
p d u c t i o n  facility that impounds or diverts 
the water Of a MlUrll Wl1Icourse by means of 
a ner. dam or diversion is not a qualifyins 
facility if the lnorrtorium described in section 
&e) d the Electric CMlSUmerS Protection Act 
d 1986 (ECPA), Pub. L. No. 99495. is i n  
efts 'Ihc m m t m u m  applies to a license w 
m exemption issued on or after October 16. 
IS%. The moratorium will end at the erpir& 
tion of Ibe first lull session of Congress follow- 
h q  the session during which the Commission 
rem 10 h g r w  on cht results of the study 
requid under section 8(d) of ECPA. 

5 292.201 Criteria for qualifying rmrll power produaion facilities. 
(a) size of the f 8 d j f H l )  M8ximum size. The power production capac- 

ity of the facility for which qualification is sought, together with the capacity 
of any other facilities which UK the same energy resource, are owned by the 

(2) Method of calculation. (i) For purposes of this paragraph, facilities are 
considered to be located at the same site as the facility for which qualification 
is sought if they are located within one mile of the facility for which qualifica- 
tion is sought and, for hydroelectric facilities, if they u x  water from the same 
impoundment for power generation. 

(ii) For purposes of making the determination in clause (i), the distance 
between facilities shall be measured from the electrical generating equipment 
of a facility. 

(3) Waiver. The Commission may modify the application of subpara- 
gaph.(2) for good cause. 

(b) Fw/ use. (l)(i) The primary energy source of the facility must be 
biomass, waste, renewable resources, geothermal resources, or any combination 
thereof, and 75 percent or more of the total energy input must be from these 
sources. 

(ii) Any primary energy source which, on the basis of its energy content. 
is 50 percent or more biomass shall be considered biomass. 

(2 )  Use of oil, natural gas, and coal by a facility may not, in the 
aggregate, exceed 25 percent of the total energy input of the facility during 
any calendar year period. 

.01 Subsection (a). 45 F.R. 17959 (March 20, .OS Historid r*cord..--Section 292.204 
1980); subsection b). 4 6  F.R. 19229 (March originad in 45 P A  17959 (3/ZO/M). effec- 
30,1981). tire 3/13/SO. 

same person. and are located at the same site, may not exceed 80 megawatts. I 

Federal Energy Regulatory Commission 5 292.204 725,124 
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Subect ion  (b). w v r i n e  in 45 F.R. 
1’959 (J/Zo/M). CffdVe 3/13/80, read 1 8  
f O l 1 0 ~  until it  w4.U amended in 45 F.R. 
33958 CS/2l/M). cffccdve S/15/80: 

tb) FIJd U S .  (IWil The primary energy 
source of the facility must be biomass. waste. 
renewable resources. or any combination 
thereof. 8nd more than M prcent  of the total 
energy input must be I r m  thew sources. 

(ii) Any primary energy source which, on the 
basis d its enerw content. is 50 percent or 
more biomass shall be considered biomass. 

(2) use of Oil, nalural gas, and cor1 by a 
k i ~ i t y  m y  not. in the .(glCgllC. umd 25 
percent of the CoUl energy input of Ihe facility 
d u m  my alendar  yur priod. 

Subsection @). appearing in 45 F.R. 
339S8 (5/2l/M. CHccrive s/IS/M. read a, 
follorr until it was amend& in 46 F.R. 
19229(3/30/81). CHccrivc 5/1/61: 

source of the [acrli:y must be biomass, waste. 
renewable resources. or any comb!natlon 
thereof. and more than 75 percent of the total 
e n e r n  input m u 1  be from these sources. 

(ii) .by primav energy source which. on the 
basis of its energy content. is 50 percent of 
more biomass shall be considered biomass. 

(2) Use of oil. natunl g a ,  and ccal by a 
facility m y  nM, in the aggregate. exceed 25 
percent of the twl energy input of the ficility 
during any ulendar  y u r  pricd. 

(b) Fuel UY. clxi)  The prima, , .  

Ill 25,1251 
4 292.205 Criteria for qualifying cogeneration facilities. 

(a) Operating and efficiency sfandards for topping-cycle facilities-( 1) 
Operating standard. For any toppingtycle cogeneration facility, the useful 
thermal energy output of the facility must, during any calendar year period, 
be no less than 5 percent of the total energy output. 

(2) Efficiency standard. (i) For any toppingcycle cogeneration facility 
for which any of the energy input is natural gas or oil. and the installation of 
which began on or after March 13, 1980, the useful power output of the 
facility plus one-half the useful thermal energy output, during any calendar 
year period, must: 

(A) Subject to paragraph (a)(Zxi)@) of this section k no less than 42.5 
percent of the total energy input of natural gas and oil to the facility; or 

(B) If the useful thermal energy output is less than 15 percent of the total 
energy output of the facility, k no lets than 45 percent of the total energy 
input of natural gas and oil to the facility. 

(ii) For any topping-cycle cogeneration facility not subject to paragraph 
(a)(i?)(i) of this section then is no efficiency standard. 

(b) Efficiency standards for botfomingcycle facilities. (1) For any bot- 
toming-cycle cogeneration facility for which any of the energy input as 
supplementary firing is natural gas or oil, and the installation of which began 
on or after March 13, 1980, the useful power output of the facility must, 
during any calendar year period, be no less than 45 percent of the energy 
input of natural gas and oil for supplementary firing. 

(2) For any bottoming-cycle cogeneration facility not covered by subpara- 
graph (1) of this paragraph, there is no efficiency standard. 

(c) Waiver. The Commission may waive any of the requirements of 
paragraphs (a) and (b) of this section upon a showing that the facility will 
produce significant energy savings. 

.OS Hirtor id  rrcord.--Sccdon 292.205 
originaced in 4s F.R 17959 (3/20/M), e l k -  

B25.125 5 292.205 Federal Energy Guidelines 
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rive 3/13/80, and read as followwl until iu 
amendment in 52 F.R. 28464 (7/30/87)- 
eflecrivc 1/1/88: 

(21 For an? bottom!ng<yclc cogeneration 
facility not covered by subparagraph ( I )  of this 
paragraph. there is no efficiency standard 

(a i  Opiating and effictcnc) standards for 
toppm&ryck ircilities-(I\ Operating sian. 
drrd For m y  toppingsycle cogeneration lacil- 
ity. the useful thermal energy output of the 
facility must. during any calendar year period. 
k no less than 5 percent of the total energy 
MItput. 

(2 i Efficienry standard. (i) For any toppitup 
cycle cogeneration facility for which any of the 
energy input is natural gas or oil, and the 
insulktion d which k g r n  00 of after March 
13. 1980. the useful power output of the facil- 
ity plus one-hall the w l u l  thermal mrgy  
output. during any ulendar year period. must: 

(A) Subject to paragraph (aK2KiKB) af this 
section k no lur than 42.5 percent of the toul 
ene rc  input of natural &as and oil to the 
facility. or 

( B I  I1 the useful thermal energy output is 
leu than I5 percent of the toul energy output 
of the facility, k no lur than 45 percent of the 
total energy input of natural g u  and dl to the 
facility. 

(ii) For any toppingcycle cqenentim facil- 
ity not subject to pan&ranph (aXZXi) of this 
section there is M effiiienn standard. 

I C )  fiemption from incrcmenul pricing ( I  , 
Srtural gas used in any topping-tycle cogener- 
ation lacility is eligible lor an exemption from 
tncremenial pricing under Title I1 of the  vatu. 
ral Gas Policy Act of 1978 (NCPA) and Part 

ti) The Iacility meets the operating and effi. 
ciency sundards under paragraphs (1x1) and 
(ZHi) of his section and is a qualifying facility 

Cii)The facility is 1 qualifying facility under 
Subpart E of this part. 

(2) Natural g u  used in any bottoming-cycle 
cqencration Iacility. not subject to an exemp 
rioo from incremenul pricing under Subpart E 
of this pln. is eligible for an exemption under 
Titk I1 of the NGPA and Part 282 of the 
Commission’s ruks to the extent that reject 
k t  emerging from the useful thermal energ? 
prorrrr is made available for usc lor power 
pmduetion. 

(3) Nothing in this subpart affects m y  
exemption provided under Subpart E of this 

ol the Commission’s rules i f  

i292MHbXI);or 

mn. 
(b’ ElficiurCY s l a n ~ ~ f w  bocromirVsVck . (4) Natural gas used lor supplementary fir- 

pm for exemption from incremen, 
uI priciry. 

!d) Waiver. ’Ihe Commission may waive any 
Of the requirements of paragraphs (a), (b) and 
(c) of rbir section upon a showins that the 
Iacility will produce signifiunt energy savings 

faciljfia. (1) For any boltomingcyck co<eMr- * in any cqenerltion facility is not ation facility In which any of the energy input 
as supplementary firing is natural gas or ail, 
and the installation of which kgm on or after 
March 13. ISIBO. the useful power output of the 
facility must, during any ulendar y a r  period, 
k no leu than 45 percent of the energy input 
of natural 6as and oil for supplementary firing. 

[Q 25,1261 
0 292.206 Ownership miteria. 

(a) General rule. A cogeneration facility or small power production 
facility may not be owned by a person primarily engaged in the generation or 
sale of electric power (other than electric power. solely from cogeneration 
facilities or small power production facilities). 

(b) Ownership test. For purposes of this section, a cogeneration or small 
power production facility shall be considered to be owned by a person primar- 
ily engaged in the generation or sale of electric power. if more than SO percent 
of the equity interest in the facility is held by an electric utility or utilities. or 
by an electric utility holding company, or companies, or any combination 
thereof. If a wholly or partially owned subsidiary of an electric utility or 
public utility holding company has an ownership interest of a facility, the 
subsidiary’s ownership interest shall be considered as ownership by an electric 
utility or public utility holding company. 

F W  Energy Replatory Commission 15 292.206 725,126 
m n 2 2  
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(C) Exceplions. For purposes of this section a company shall not be 
considered to be an "electric utility" company if it: 

(1) IS a subsidiary of an electric utility holding company which is exempt 
by rule or order adopted or issued pursuant to section 3(aX3) or J(aX5) of the 
Public Utility Holding Company Act of 1935, 15 C.S.C. 79c(aX3), 79c(aXS); 
or 

( 2 )  Is declared not to be an electric utility company by rule or order of the 
Securities and Exchange Commission pursuant to section 2(aX3XA) of the 
Public Utility Holding Company Act of 1935,15 U.S.C. 79b(aX3XA). 

mended In 4S F R  52779 (8/8/M), effcc 
ti- 8/4/80 d.lodng the word "public" 
uld i n a d a g  iu lieu thered rhc word "clcc 

Sobedom (e) newly originated in 16 
F.R. 11251 (2/6/8lXIuccCirr 1/28/81. 

A1 Subsection fa), 45 F.R. l79S9 March 20, 
1960: subsection (b), 45 F.R. S2779 (August 8. 
19601 a u k t i a n  (c). 46 F.R 11251 (2/6/61). 
elf& 1/28/81. ak" 

OI Hutoriul  neordrsmion 292.m 
Origbted in 4s F.R. 17959 O/ZO/M). cffcc- 
rive 3/13/80. 

Subwetion (a). appuriag in 45 P.R. 
17959 (3/20/10), effutire 3/13/8Q. w u  

ni 25,1271 
0 292.207 Procedures for obtaining qualifying 8tptu8. 

(a) Qualification. (1) A small power production facility or cogeneration 
facility which meets the criteria for qualification set forth in §292.203 is a 
qualifying facility. 

(2) The m e r  or operator of any facility qualifying under this paragraph 
shall furnish notice to the Commission providing the information set forth in 
paragraph (bX2Xi) through (iv) of this section. 

(b) Optional proccdurM1) Application for Commission certification. 
Pursuant to the provisions of this paragraph, the owner or operator of the 
facility may file with this Commission an application for Commission certifi- 
cation that the facility i s  a qualifying facility. 

(2) General contents of application. The application must be accompa- 
nied by the fee prescribed in §381.505 of this chapter and must contain the 
following information: 

(i) The name and address of the applicant and location of the facility; 
(ii) A brief description of the facility, including a statement indicating 

whether such facility is a small power production facility or a cogeneration 
facility; 

(iii) The primary energy source used or to be used by the facility; 
(iv) The power production capacity of the facility; and 
(v) The percentage of ownership by any electric utility or by any electric 

utility holding company, or by any person owned by either. 
(3) Additional application requirements for small power production facili- 

tis. An application by a small power producer for Commission certification 
shall contain the following additional information: 
T25.127 6 292.207 Federal Energy Guidelines 
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( i )  The location of the facility in relation to any other small potver 
production facilities located within one mile of the facility owned b>. the  
applicant which use the same energy source; and 

(ii) Information identifying any planned usage of natural gas. oil or coal. 
(4) Addirional application requirements fcr cogeneration facilities An  

application by a cogenerator for Commission certification shall contain the 
following additional information: 

(i) A description of the cogeneration system, including whether the 
facility is a topping or bottoming cycle and sufficient information to deter- 
mine that any applicable requirements under § 292.205 will be met; and 

(ii) The date installation of the facility began or will begin. 
(5) Commission action. Within 90 days of the filing of an application, the 

Commission shall issue an order granting or denying the application, tolling 
the time for issuance of an order, or setting the matter for hearing. Any order 
denying certification shall identify the specific requirements which were no[ 
met. If no order is issued within 90 days of the filing of the complete 
application, it shall be deemed to have been granted. 

(6) Notice. (i) Applications for certification filed under this paragraph 
shall include a copy of a notice of the request for Certification for publication 
in the Federal Register. The notice shall state the applicant's name, the date 
of the application, and a brief description of the facility for which qualifica- 
tion is sought. This description shall include: 

(A) A statement indicating whether such facility is a small power produc- 
tion facility or a cogeneration facility; 

(B) The primary energy source used or to be used by the facility; 
(C) The power production capacity of the facility; and 
(D) The location of the facility. 
(ii) The notice shall be in the following form: 
(Name of Applicant) 
Docket NO. QF- 

Notice of Application for Commission Cedica t ion  of Qualifying Status 
of a (Small Power Production) (Cogeneration) Facility 

On (date application was filed), (name and address of applicant) filed 
with the Federal Energy Regulatory Commission an application to be certified 
as a qualifying (small power production) (cogeneration) facility pursuant to 
$292.207 of the Commission's rules. 

[Brief description of the facility]. 
Any person desiring LO be heard or objecting to the granting of qualifying 

status should file a petition to intervene or protest with the Federal Energy 
Regulatory Commission, 825 North Capitol Street, N.E., Washington, D.C. 
20426, in accordance with 5 $ 385.209 and 385.214 of this chapter. All such 
petitions or protests must be filed within 30 days after the date of publication 
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of this notice and must be served on the applicant. Protests will be considered 
by the Commission in determining the appropriate aciion to be taken but will 
not serve to make protestants parties to the proceeding. Any person wishing to 
become a party must file a petition to intervene. Copies of this filing are on 
file with the Commission and are available for public inspection, 

(c) Notice requirements for facilities of 500 kw or mom. An electric 
utility is not required to purchase electric energy from a facility uith a design 
capacity of 5 0 0  k W  or more until 90 days after the facility notifies the utility 
that it is a qualifying facility. or 90 days after the facility has applied to the 
Commission under paragraph (b) of this section. 

(d) Revocation of quaMjing status. (1) The Commission may revoke the 
qualifying status of a qualifying facility which has been-certified under this 
section if such facility fails to comply with any of the statements contained in 
its application for Commission certification. 

(2) Prior to undertaking any substantial alteration or mdification of a 
qualifying facility which has been certified under this section. a small power 
producer or cogenerator may apply to the Commission for a determination 
that the proposed alteration or modification will not result in a revocation of 
qualifying status. 

AI  Subsection (a). 45 F.R. l79S9 (March 20. 
1980); subsection (b). 53 F.R. 15374 (April 29. 
I=); rubsection (c). 45 F.R. 17959 (Much 
to. 1980). 

.os nirt0ric.l M a o n  sou07 
Origiaatod in 45 F.R. 17959 (3/2O/M), &e- 
tirt 3/13/60. 

Subsection a). appearing in 45 F.R. 
17959 (3/to/M), dfcccive 3/13/SQ, rud u 
follows until ita amendment in 45 F.R 
33603 (5/2O/M), diccCin 5/S/rO: 
(b) Optimal prcfulurr41) Appl ia t im lor 

Commiuion cer t i f i l ian.  Punrunt  to the pro 
\isions of this paragraph. the onncr or opntor 
of the facility may file with this Commission 
an application for Commission certification 
that the facility is a qualifying facility. 

(2) General contents of application. l l ~ e  
application sh4l contain the following informa- 
tion: 

(i) The N ~ C  and address of the applicant 
and location of the facility: 

(ii) A brief description of the facility. includ- 
ing a statement indicating whether such facil- 
ity is a small p e r  production facility or a 
cogeneration facility. 

(iii) The primary energy source used or to be 
uxd by the facllity; 

(iv) The power production capacity 01 the 
facility; and 

(v) The percentage of ownership by any elec. 
tric utility or by any public utility holding 
company, or by any person owned by either. 
C 3C 137 R 393 307 

(3) Additional appliutim requiremenu for 
SIMU pmvr pmducth lacifiw. applica- 
t i m  by a small p e r  producer for Commission 
ctnifcuth shall cmuin tbe following rddi- 
tiocul infornution: 

(i) Tbe lourion of the facility in relation to 
any other small power production facilities 
louted within me mile of the facility owned by 
the applicaru which use the same energy 
source; and 
(ii) Information identifying any planned 

(4) Additimal appl iu t im rrquircments for 
c g a e r r t i a n  kilicie* An application by a 
a g e m i o r  for Comahion certification shall 
cmuin the fdbvin( additioral information: 

(i) A description of thc cqeoention system. 
including whether the facilky is a topping or 
bottoming cycle and rufficiect inlormation to 
detennine that any applicable requirements 
under 5 292205 will 

(ii) The date insullrtion of the facility 
k g a n  or will tcfin. 

( 5 )  Commizrion action. Within 90 drys of 
the filing of an appl iut ion the Commission 
shall issue an  order granting or denying the 
application. tolling the time for issuance of an 
order, or letting the matter for hearin6. Any 
order denying certification shall identify the 
specific requirements which sere not met. If 
no order i5 issued within Whys of the filing of 
the complete application. it shall be deemed to 
have been granted. 

UVgC Of N I U d  Y U .  Oil OT C d .  

met; and 

Federal Energy Guidelines 
400325 
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Subrection (b). appearing in 45 F.R. 
33603 (S/20/80). elkctivc 5/5/80. was 
amended in 45 F.R. 52779 (8/8/80). effec- 
tive 8/4/80. in (bXfXv) by deleting the 
word "public" and invning  in lieu thereof 
the word "electric." 

Subsection (b). appearing in 4s F.R. 
52779 (6/6/80), effective (6/4/80, was 
amended in 47 F.R. 19014 (5/3/82), cffc- 
tive 8/26/82, in (bK6Xii) by removing 
"0 0 1.8 and 1.10 of the Commission's Rules 
of Practice md Procedure" md adding in 
lieu thereof "6 4 305.209 urd W214 of rhir 
chapter". 

S u b d o n  (b). appearing in 47 P.R. 
19014 (S/3/82), effective 8/26/82, was 
mended in SO F.R. 40347 U0/3/6.5). dfcc 
tive 11/4/85. in (bX2). by inun ing  in the 
introductory clauses between the words 
"shall" and "contain" the phrase "be 
accompanied by the lee prescribed by Put 
361 of this chapter and W". 

Subsection (b). appearing in 50 P.R. 
40347 (10/3/85), effective 11j4j8.5, r u d  u 
lollort until Its amendment in 53 P.R 
lS374 (4/29/88), c f l d v e  S / 3 1 / a  

(b) Optiarul pmccdurc-(l) Application lor 
Commisim cmifiatim. Pununt to the pro 
visions of this paragraph. the mer or opentor 
of the facility may fik with this Commission 
an application for Commission certification 
that the Iacility is a qualifying facility. 

(2) General contents of application. T h e  
appliution shall be accompnied by the fee 
prescribed by Pan 381 of this chapter and 
shall ccntain the following infamrtion: 

(i) The name and address of the applicant 
and location of the lacility; 

(ii) A brief description ol rhc facility, includ- 
ing a sutement idicating *her such frcil- 
icy is a small power production facility a a 
cqenentim facility; 

Cui) ' h e  primary energy m i c e  used or to be 
ued by the facility; 

(iv) The power production capacity of the 
facility; and 

(v) The percentage of ownership by any elec- 
tric utility or by any electric utility holding 
company. or by any perron owned by either. 

(3) Additional application requiremenls lor 
small p u e r  production lacilities. An applicr- 
tion by a small power producer lor Commission 
certification shall contain the following addi- 
tional information: 

(i) "le laation of the facility in relation to 
any other small power production facilities 
looted within one mile of the Iacility owned by 

Federal Energy Regulatory Commission 

the  applicant which use t h e  same energ? 
source; and 

( i i )  lnformation identifying any phnncd 
usage of natural gas. oil or coal. 

(4) Additional application requirements (or 
cqencration frci/ities. An application by a 
cogenerator for Commission certification shall 
contain the following additional information. 

(i) A description of the cogeneration system. 
including whether the facility is a topping or 
bottoming cycle and sufficient information to 
determine that any applicable requirements 
under 0 292205 mill  be met; and 

(ii) The date installaiion of the  facility 
began or w i l l  begin. 

(5) Commission action. Within 90 days of 
the filing of an appliution. the Commission 
shall iUue an order granting or denying the  
application. tolling the time lor issuance of an 
wder, or setting the matter for hearing. Any 
order denying cenificrtian shall identify thf 
specific requirements which n r e  not met. I1 
no d e r  is iuued within 90 days of the filing of 
the complete rppliulion. it shall be deemed to 
have k e n  granted. 
(6) Notice. (i) Applications for certification 

fikd under this paragraph shall include a copy 
of a notice of the rqucrt for certification for 
publication in tbe Federal Register. The  notice 
shall state the applicant's name, the date of 
the application. and a brief description 01 the 
facility lor which qualification is sought. This 
description shall include: 

(A) A statement indicating whether such 
facility is a small power production facility or 
a cogeneration facility: 
(B) The primary energy source used or to bc 

used by the facility; 
(C) The power production capacity of the 

facility. and 
(D) TM k u t h  of the facility. 
(ii) The notice dul l  be in the following form. 
(Name of Applicant) 
Docket So. QF. 

' 

Notice of Apptiu6on for Commission Ccr- 
dfiution of Qualifying Status of a (Small 
Power Production) (Cogneration) Facility 

On (daw application was filed), (name and 
address of applicant) filed with the  Federa! 
Energy Regulatory Commission an application 
to be certiiied as a qualifying (small power 
production I (cogeneration) facility pursuan! !G 
#292207 of the Commission's rules. 

[Briel dcscripuon of the facility] 
Any person desiring LO be heard or objecting 

to the granting of qualifying status should file 
a petition to intervene or protest with t h e  

5 292.207 725,127 
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Federal Energy Regulator). Commission. 825 
North Capitol Street. N.E.. Washington. D.C. 
20426. in accordance with 8 §385.209 and 
385.214 01 this chapter All such petitions or 
protests muit be filed within 30 days alter the 
date of publication of this notice and must br 
served on the applicant. Protests will k con 

sidered by the Comrnluion in determining the 
appropriate action to be taken but will not 
serve l o  make protestants parties to the prs  
ceding. .Any p e r m  wishing to become a party 
must file petition to intervene. Coples of thls 
filing art on file with the Commission and are 
avrilablr for public inspection. 

8 292.208 Special rquirements  for hydroelectric small power production 
facilities located-at a new dam or diversion. 

(a) A hydroelectric small power production facility that impounds or 
diverts the water of a natural watercourse by means of a new dam or diversion 
(as that term is defined in #292.202(p)) is a qualifying facility only if it meets 
the requirements of 

(1) Paragraph (b) of this section; 
(2) Section 292.203(c); and 
(3) Part 4 of this chapter. 
(b) A hydroelectric small power production described in paragraph (a) is 

a qualifying facility only if 
(1) The Commission finds, a t  the time it issues the license or exemption, 

that the project will not have a substantial adverse effect on the environment 
(as that term is defined in $292.202(q)), including recreation and water 
quality; 

(2) The Commission finds, a t  the time the application for the license or 
exemption is accepted for filing under § 4.32 of this chapter, that the project is 
not located on any segment of a natural watercourse which: 

(i) Is included, or designated for potential inclusion in, a State or 
National wild and scenic river system; or 

(ii) The State has determined, in accordance with applicable State law. to 
posses unique natural, recreational, cultural or scenic attributes which would 
be adwrxly affected by hydroelectric development; and 

(3)The project meets the terms and conditions set by the appropriate fish 
and wildlife agencies under the same procedures as provided for under section 
3 % ~ )  of the Federal Power Act. 

(c) For the Commission to make the findings in paragraph (b) of this 
section an applicant must: 

(1) Comply with the applicable hydroelectric licensing requirements in 
Part 4 of this chapter, including: 

(i) Completing the pre-filing consultation process under 54.38 of this  
chapter, including performing any environmental studies which may be 
required under 8 4.38(b)(Z)(i)(D) through (F) of this chapter;,and 

(ii) Submitting with its application an environmental report that meets 
the requirements of 5 4.41(1) of this chapter, regardless of project size; 

725.128 6 292.208 Federal Energy Guidelines 
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Subpart C-Arrangements Between Electrlc Utilities and 
Fac llties Under Section 210 of the Public Utility 

Regulatory Policies Act of 1978 
uali ing Cogeneration and Small Power Production Q ’ r  

tn 25,1311 
5 292.301 Scope. 

(a) Applicability. This subpart applies to the regulation of sales and 
purchases between qualifying facilities and electric utilities. 

(b) Negotiated rates or terms. Nothing in this subpart: . 

(1) Limits the authority of any electric utility or any qualifying facility 
to agree to a rate for any purchase, or terms or conditions relating to any 
purchase, which differ from the rate or terms or conditions which would 
otherwise be required by this subpart; or 

(2) Affects the validity of any contract entered into between a qualifying 
facility and an electric utility for any purchase.. 

m 25.1321 
0 292.302 Availabaty of elmric utilitq system con data. 

(a) Appliubility. (1) Except as provided in paragraph (aX2) of this 
section, paragraph @) applies to each electric utility, in any calendar year, ii 
the total sales of electric enel& by such utility for purposes other than resale 
exceeded 500 million kilowatt-hours during any calendar year beginning after 
December 31, 1975, and before the immediately preceding calendar year. 

(2) Each utility having total sales of electric energy for purposes other 
than resale of less than one billion kilowatt-hours during any calendar year 
beginning after December 31, 1975, and before the immediately preceding 
year, shall not be subject to the provisions of this section until June 30,1982. 

(b) General rule. To make available data from which avoided CDSU may 
be derived, not later than November 1,1980, June 30,1982, and not less often 
than every two yean thereafter, each regulated electric utility described io 
paragraph (a) of this section shaIl provide to iu State regulatory authority. 
and shall maintain for public inspection, and ePch nonregulated electric 
utility described in paragraph (a) of this section shall maintain for public 
inspection, the following data: 

(1) The estimated avoided cost on the electric utility’s system, solely with 
respect to the energy component, for various levels of purchases from 
qualifying facilities. Such levels of purchases shall be stated in blocks of not 
more than 100 megawatts for systems with peak demand of loo0 megawatts 
or more, and in blocks equivalent to not more than 10 percent of the system 
peak demand for systems of less than IO00 cegawatts. The avoided costs shall 
be stated on a cents per kilowatt-hour basis, during daily and seasonal peak 
and off-peak periods, by year, for the current calendar year and each of the 
next S years; 
Fedaral Enrrgy Regulatory Commlrrlon 5 292.302 7 25,132 
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(2) The electric utility's plan for the addition of capacity by amount and 
type, for purchases of firm energy and capacity, and for capacity retirements 
for each year during the succeeding 10 years; and 

(3) The estimated capacity colts at completion of the planned capacity 
additions and planned capacity firm purchases, on the basis of dollars per 
kilowatt, and the associated energy costs of each unit, expressed in cents per 
kilowatt hour. These costs shall be expressed in terms of individual geneyiing 
units and of individual planned firm purchases. 

(c) Spchl  Nk for srnafl electric utilities. 
(1) Each electric utility (other than any electric utility to which 

paragraph (b) of this section applies) shall, upon request: 
(i) Provide comparable data to that required under paragraph (b) of this 

section to enrble qualifying facilities to a t h a t e  the electric utility's avoided 
costs for periods described in pangraph (b) of thii section; or 

(ii) With regard to an electric utility which is kgally obligated to obtain 
all its requirements for electric energy and capacity from another electric 
utility, provide the data of its supplying utility and the rates a t  which it 
currently purchases such energy and capacity. 

(2) If any such electric utility fails to provide such information on 
request, the qualifying facility may apply to the State regulatory authority 
(which has ratemaking authority over tkc electric utility) or the Commission 
for an order requiring that the information k provided. 

(d) Substitution of rlternrtivc metbod. (1) After public notice in the area 
served by the electric utility, and after opportunity for public comment, any 
State regulatory authority m y  require (with respect to any electric utility 
over which it has ratemaking 8UthOnty), or any non-regulated electric utility 
may provide, data different than thwe which are otherwise required by this 
section if it determines that avoided costs can be derived from such data. 

(2) h y  state regulatory authority (with respect to any electric utility 
over which it has ratemaking authority) or nonregulated utility which 
requires such different &ta shall notify the Commission within 30 days of 
making such determination. 

(e) State Review. (1) Any data submitted by an electric utility under this 
section shall k subject to review by the sute regulatory authority which has 
ratemking authority over such electric utility. 

(2) In any such review, the electric utility has the burden of coming 
forward with justification for its dara. 

effective 3/20/LD. and .ru conutd in 4S .0145 F.R 12214 (Febnury 25.lQIo). 
.OS Hi.toriul mwd-Seccim 292302 ?R24126(4/9/M). 

originated in 4s ?.R 12214 (Z/U/M), 

[ll25,1331 
4 292.303 Electric utility obligations under this s u b p a h  

(a) Obligation to purchase from qualifying facilities. Each electric utility 
shall purchase, in accordance with 4292.304, any energy and capacity which 
is made available from a qualifying facility: 

7 25,132 5 292.302 
(1) Directly to the electric utility; or 
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(2) Indirectly to the electric utility in accordance with paragraph (d) of 
this section. 

(b) Obligation to sell to qualifying facilities. Each electric utility shall 
sell to any qualifying facility, in accordance with $292.305, any energy and 
capacity requested by the qualifying facility. 

(c) Obligation 10 interconnect. (1) Subject to paragraph (cX2) of this 
section. any electric utility shall make such interconnections with any 
qualifying facility as may be necessary to accomplish purchases or sales under 
this subpart. The obligation to pay for any interconnection costs shall be 
determined in accordance with 0 292.306. 

(2) No electric utility is required to interconnect with any qualifying 
facility if, solely by reason of purchases or sales over the interconnection, the 
electric utility would become subject to regulation as a public utility under 
Part II of the Federal Power Act. 

(d) Transmission to other electric utilities. If a qualifying facility agrees, 
an electric utility which would otherwise be obligated to purchase energy or 
capacity from such qualifying facility may transmit the energy or capacity to 
any other electric utility. Any electric utility to which such energy or capacity 
i s  transmitted shall purchase such energy or capacity under this subpart as if 
the qualifying facility were supplying energy OT’ capacity directly to such 
electric utility. ‘The rate for purchase by the electric utility to which such 
energy is transmitted shall k adjusted up or down to reflect line losses 
pursuant to §292.304(~)(4) and shall not include any charges for 
transmission. 

(e) P8mllel operation. Each electric utility shall offer to operate in 
parallel with a qualifying facility, provided that the qualifying facility 
complies with any applicable standards established in accordance with 
8 292.308. 

[n 25,1341 
Sec. 292.304 Rates for purcbucr. 

(a) Rates for purchases. (1) Rates for purchases shall 
(i) Be just and reasonable to the electric consumer of the electric utility 

and in the public interest; and 
(ii) Not discriminate against qualif&tg cogeneration and small power 

production facilities. 
(2) Nothing in this subpart requires any electric utility to pay more than 

the avoided costs for purchases. 
(b) Relationship to avoided costs. (1) For purposes of this paragraph, 

“new capacity” means any purchase from capacity of a qualifying facility, 
construction of which was commenced on or after November 9,1978. 

(2) Subject to paragraph (bX3) of this section, a rate for purchases 
satisfies the requirements of paragraph (a) of this sectton if the rate equals 
the avoided costs determindafter consideration of the factors set forth in 
paragraph (e) of this section. 
Fedenl Energy Regulatory Commlrrlon 5 292.304 n 25,134 
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(3) A.rate for purchases (other than from new capacity) may be less [ha,-, 
t he  avoided cost if the State regulatory authority (with respect 10 any electric 
utility Over which it has ratemaking authority) or the nonregulated electfic 
Utility determines that a lower rate is consistent with paragraph (a)  of this 
Kction, and is sufficient to encourage cogeneration and small power 
production. 

(4) Rates for purchases from new capacity shall be in accordance with 
paragraph (bM2) of this section, regardless of whether the electric utititv 
making such purchases is simultaneously making sales to the qualifying 
facility. 

( 5 )  In the case in which the rates for purchases are based upon estimates 
of avoided costs over the specific term of the contract or other legally 
enforceable obligation, the rates for such purchases do not violate this subpan 
if the rates for such purchases differ from avoided costs at the time of 
delivery. 

(c) Standard rates for purchases. (1) There shall be put into effect (with 
respect to each electric utility) standard rates for purchases from qualifying 
facilities with a design capacity of 100 kilowatts of leu. 

(2) There may be put into effect standard rates for purchases from 
qualifying facilities with a design capacity of more than 100 kilowatts. 

(3) The standard rates for purchws under this paragraph: 
(i) Shall be consistent with paragraphs (a) and (e) of this section; and 
(ii) May differentiate among qualifying facilities using various 

technologies on the basis of the supply characteristics of the different 
technologies. 

(d) Furchases "as available" or pursuant to a legally enforceable 
obligation. Each qualifying facility shall haw the option either: 

(1) To provide energy as the qualifying facility determines such energy 
to be avaiiable for such purchases, in which UK the rates for such purchaw 
shall be based on the purchasing utility's avoided costs calculated-at the time 
of delivery; or 

(2) To provide energy or capacity pursuant to a legally enforceable 
obligation for the delivery of energy or capacity over a specified term, in 
which case the rates for such purchases shall, at the option of the qualifying 
facility exercised prior to the beginning of the specified term, be based on 
either: 

(i) The avoided costs calculated at  the time of delivery; or 
(ii) The avoided costs calculated at the time the obligation is incurred. 
(e) Factors affecting rates for purchases. In determining avoided COSLS. 

the following factors shall, to the extent practicable, be taken into account: 
(1) The data provided pursuant to §292.302(b), (e), or (d), including 

State review of any such data; 
Federal Energy Culdrllna 
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(2) The availability of capacity or energy from a qualifying facility 

( i )  The ability of the utility to dispatch the qualifying facility; 
(ii) The expected or demonstrated reliability of the qualiiying facility; 
(iii) The terms of any contract or other legally enforceable obligation, 

including the duration of the obligation, termination notice requirement and 
sanctions for nontompliance; 

(iv) The extent to which scheduled outages of the qualifying facili;. can 
be usefully coordinated with scheduled outages of the utility’s facilities; 

(v) The usefulness of energy and capacity supplied from a qualifying 
facility during system emergencies, including its ability to separate its load 
from its generation; 

(vi) The individual and aggregate value of energy and capacity from 
qualifying facilities on the electric utility’s system; and 

(vii) The smaller capacity increments and the shorter lead times 
available with additions of capacity from qualifying facilities; and 

(3) The relationship of the availability of energy or capacity from the 
qualifying facility as derived in paragraph (eX2) of this section, to the ability 
of the electric utility to avoid costs, including the deferral of capacity 
additions and the reduction of fossil fuel use; and 

(4) The COJW or savings resulting from variations in line losses from those 
that would have existed in the absence of purchases from a qualifying facility, 
if the purchasing electric utility generated an equivalent amount of energy 
itself or purchased an equivalent amount of electric energy or capacity. 

during the system daily and seasonal peak periods, including: 

(f) Periods during which purchases not required. 
(I)  Any electric utility which ~ v s  notice pursuant to paragraph (1x2) of 

this section will not k required to purchase electric energy or capacity during 
any period during which, due to operational circumstances, purchases from 
qualifying facilities will result in costs greater than thox which the utility 
would incur if it did not make such purchases, but instead generated an 
equivalent amount of energy itself. 

(2) Any electric utility seeking to invoke paragraph (N1) of this section 
‘dust notify, in accordance with applicable State law or regulation, each 
affected qualifying facility in time for the qualifying facility to cease the 
delivery of energy or capacity to the electric utility. 

(3) Any electric utility which fails to comply with the provisions of 
paragraph (fH2) of this section will be required to pay the came rate for such 
purchase of energ;’ or capacity as would be required had the period described 
in paragraph (D(1) of this section not occurred. 

(4) A claim by an electric utility that such a period has occurred or will 
occur is subject to such verification by its State regulatory authority as the 
State regulatory authority determines necessary or appropriate, either before 
or after the occurrence. 
Federal Energy Regulator). Comrnlulon 5 292.304 7 25,134 
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[lI25,1351 
Sec. 292.305 Rat- for sales. 

(a) General rules. (1) Rates for sales: 
(i) Shall be just and reasonable and in the public interest; and 
(ii) Shall not discriminate against any qualifying facility in comparison 

to rates for sales to other customers served by the electric utility. 
(2)Rates for sales which are based on accurate data and consistent 

systemwide costing principles shall not be considered to discriminate against 
any qualifying facility to the extent that such rates apply to the utility's other 
customers with similar load or other cost-related characteristics. 

(b) Addiriorrd sclviccs to be proyidrd to qudifyiq facilities. (1) 
Upon request of a qualifying facility, each electric utility shll provide: 

(i) Supplementary power, 
(ii) Back-up power; 
(iii) Maintenance power; and 
(iv) Interruptible power. 
(2) The State regulatory authority (with respect to any electric utility 

over which it has ratemaking authority) and the Commission (with respect to 
any nonregulated electric utility) may waive any requirement of paragraph 
(bxl) of this section if, after notice in the area xrved by the electric utility 
and after opportunity for public comment. the electric utility demonstrates 
and the State regulatory authority or the Commission, as the case may be, 
finds that compliance with such requirement will: 

(i) Impair the electric utility's ability to render adequate senice to its 
customers; or 

(ii) Place an undue burden on the electric utility. 
(c) Rates for srks of brc&-up 4nd maintenance power. The rate for sales 

of back-up power or maintenance power: 
(1) shall not be based upon an assumption (unless supported by factual 

data) that forced outages or other reductions in electric output by all 
qualifying facilitiu on an electric utility's system will occur simultaneously, 
or during the system peak, or both; and 

(2) shall take into account the extent to which scheduled outages of the 
qualifying facilities can be usefully coordinated with scheduled outages of the 
utility's facilities. 

Sec. 292.306 Interconnection costs. 
(a) Obligation to pay. Each qualifying facility shall be obligated to pay 

any interconnection costs which the State regulatory authority (with respect 
to any electric utility over which it has ratemaking authority) or nonregulated 
electric utility may assess against the qualifying facility on a 

Fader81 Energy GoideIIne-6 7 25,135 9 292.305 0LO-X 
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nondiscriminatory basis with respect to other customers with similar load 
characteristics. 

(b) Reimbursement of interconnection costs. Each State regulatory 
authority (with respect to any electric utility over which it has ratemaking 
authority) and nonregulated utility shall determine the manner for payments 
of interconnection costs, which may include reimbursement over a reasonable 
period of time. 

[II 25,1371 
Sec. 292.301 System emergencies. 

(a) Qualifying facility obligation to provide pomr during system 
emergencies. A qualifying facility shall be required to provide energy or 
capacity to an electric utility during a system emergency only to the extent: 

(1) Provided by agreement between such qualifying facility and electric 
utility; or 

(2) Ordered under section 202(c) of the Federal Power Act. 
(a) Dircontinuance of purchases and sales during system emergencies. 

During any system emergency, an electric utility may discontinue: 
(1) Purchases from a qualifying facility if such purchases would 

contribute to such emergency; and 
(2) Sales to a qualifying facility, provided that such discontinuance 

is on a nondiscriminatory basis. 

[ll25,1381 
See. 292.308 S ~ d a r d s  for operating reliability. 

Any State regulatory authority (with respect to any electric utility over 
which it has ratemaking authority) or nonregulated electric utility may 
establish reosonable/standards to ensure system safety and reliability of 
interconnectd operations. Such standards may bc recommended by any 
electric utility, any qualifying facility, or any other person. If any State 
regulatory ruthority (with respect to any electric utility over which it has 
ratemaking authority) or nonregulated electric utility establishes such 
stlndards, it shall specify the need for such standards on the basis of system 
safety'and reliability. 

[The next page ia I5.54S.l 
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Subpart D-Implementation 
15,545 

[ll25,141] 
sec. 292.401 Implementation by State regulatory authori t ia  and 
nonregulated electric utilities. 

(a) State regulatory authorities. Not later than one year after these rules 
take effect, each State regulatory authority shall, after notice and an 
opportunity for public hearing, commence implementation of Subpart c 
(other than 5 292.302 thereof). Such implementation may consist of the  
issuance of regulations, an undertaking to re~olve disputes between qualifying 
facilities and electric utilities arising under Subpart C. or any other action 
ruwnably designed to implement such subpart (other than $292.302 
thereof).. 

(b) Nonrcgulatcd elcttric utilities. Not later than one year after these 
rules take effect, each nonregulated electric utility shall, after notice and an 
opportunity for public hearing, commence implementation. of Subpart C 
(other than 4292.302 thereof). Such implementation may consist of the 
issuance of regulations, an undertaking to comply with Subpart C, or any 
other action reasonably designed to implement such subpart (other than 
Q 292.302 thereof). 

(c) Reporting nquinment. Not later than one year after these rules take 
effect, each State regulatory authority and nonregulated electric utility shall 
file with the Commission a report describing the manner in which it will 
implement Subpart C (other than Q 292.302 thereof). 

I 

Ill 25,1421 
SCC. 292.402 Implementation of certain reporting requirements. 

Any electric utility which fails to comply with the requirements of 
§292.302(b) shall be subject to the same penalties to which it may be 
subjected for failure to comply with the requirements of the Commission's 
regulations issued under section 133 of PURPA. 

[ll25,1431 
See. 292.403 wdven. 

(a) S a t e  regulatory authority and nonrcgulatcd electric utility waivers. 
Any State regulatory authority (with respect to any electric utility over which 
it has ratemaking authority) or nonregulated electric utility may, after public 
notice in the area served by the electric utility, a ly for a waiver from the 

thereof). 
(b) Commission action. The Commission will grant such a waiver only i f  

an applicant under paragraph (a) of this section demonstrates tha t  
compliance with any of the requirements of Subpart C is not necessary to 
encourage cogeneration and small power production and is not otherwise 
required under section 210 of PURPA. 

[The next page is 15SS1.1 

application of any of the requirements of Subpart PEC (other than 5292.302 
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Subpart F-Exemption of Qualifying Small Power 

Production Facilities and Cogeneration Facilities from 
Certain Federal and State Laws and Regulations 

[lI25,1611 
8292.601 Exemption to qualifying facilities from the Federal Power 
Act. 

(a) Apphbi l i fy .  This section applies to qualifying facilities, other than 
those described in paragraph (b). 

(b) Exclusion. This section d w  not apply to a qualifying small power 
production facility with a power production capacity which exceeds 30 
megawatts, if such facility uses any primary energy source other than 
geothermal rewurccs. 

(c) General d e .  Any qualifying facility described ip paragraph (a) shall 
be exempt from all sections of the Federal Power Act, except: 

(1) Section 1-18, and 21-30; 
(2) Sections 2M(c), 210,211, and 212; 
(3) Sections 305(c); and 
(4) Any necessary enforcement provision of Part III with regard to the 

sections listed in paragraphs (cxl), (2) and (3) of this section. 
.01M F.R.'19P9 Wrcb 30.19B1). 
.os ili.oaial recwd-sadorl 292.601 

45 F a  12214 Q / U / W ) ,  &%c- 

snbracrion (a). appulng in 45 P-R 

0 6 f i 8 t d  
rirc 3/20/#. 

12214 <2/2S]Wh decdw 3/20/80. md 8s 
foUoUa  til it wm .ocaded in 46 F.R 
19229 (3/30/81). CffcCCin 5/1/81: 

(a) Applicability. Ib* #tim appliu to: 
( 1 )  qualifying cogenemtian facilities; and 
(2) qualifying small power production 

facilities which have a pmer production 
capacity which dm not exceed 30 m e g i w a t ~ ~ .  

SubKtion (b). appeari4 in 43 F.FL 
12214 (2/U/M). d d w  3/20/M. r e d  u 
follows until ita merdmatt in 45 F.R 
339% (5/21/Mo).effdve S/l5/W 

(b) .Cenenl rule. Any qualifying facility 
described in paragraph (a) shall be exempt 
from a11 mtions of the Federal Power Act. 
except: 

(I)  senimr 130, 
(2) SectiOnr M l ( c ) .  210.21 1. and 212; 
(3) SeCtioar W c k  and 
(4) Any n-y enfacement p m  of 

Pan IU wilh ~ r d  (O the sections lisrrd in 
PrrrSrPb 0~x1). (2) md (3) of this section. 
sa- (b), appuing in 45 PR. 

339s 6/21/80). effccrirc 5/15JW. rud 21 
follow# -til it w u  amended in 46 F R  
19229(3/30/81), effective 5/1/81: 

(b) Genml rule. Any qualifying facility 
devribed in p l r y n p h  (a) shall be exempt 
from ail sections of the Federal Pwer ~ c t .  
exccpl: 

(1) k k  1-18. Md 21-30, 
(2)SectionsKP(c),210,211,and 212; 
(3) Sections 30%~); and 
(4) Any nuervry enforcement prwision of 

Part III wilh regard LO the sections listed in 
ParaKraphr(bXI), (2) and (3) of this section. 

[ll25,1621 
$292.602 Exemption to qualifying facilities from the Public Utility 
Holding Company Act and certain State law and regulation. 

(a) Applicability. This section applies to any qualifying facility described 
in §292.6Ol(a), and to any qualifying small power production facility with a 
power production capacity over 30 megawatts if such facility produces 
electric energy solely by the use of biomass as a primary energy source. 

Federal Energy Reguhtow Commlrrlon 5 292.602 125,162 
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(b) Exemption from the Public Utility Holding Company Act of 1935. A 
qualifying facility described in paragraph (a) or a utility geothermal small 
power production facility shall not be considered to be an "electric utility 
company" as defined in section 2(aH3) of the Public Utility Holding Company 
Act of 1935, 15 U.S.C. 79MaX3). 

(c) Exemption from cercain State law and regulation. 
( I )  Any qualifying facility shall be exempted (except as provided in 

paragraph (c)(2)) of this section from State law or regulation respecting: 
(i) The rates of electric utilities; and 
(ii) The financial and organizational regulation of decvic utilities. 
(2) A qualifying facility may not be exempted from State law and 

regulation implementing Subpart C. 
(3) Upon request of a Stnte regulatory authority or nonreguiated electric 

utility, the Commission may consider a limitation on the exemptions specified 
in subparagraph (1). 

(4) Upon request of any person, the Commission may determine whether 
a qualifying facility is exempt from a particular State law or regulation. 

125,162 3 292.602 Fdenl E n e m  Guldsllnsr 
2 2 b l l  
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REVIEW PARTICIPANTS 

The following individuals have provided input in this review. 

D. P. Develle - Regulatory Accounting 

R. D. Dolan - Cogeneration 

J. P. Fama - Legal 

R. A. Knight - Energy Supply 

P. T. Momson - Tax Administration 

R. D. Niekum - Generation Planning 

J. E. Orfano - Treasury 

R. J. Rocha - Strateguc Analysis 

L. G. Schuster - Strategic Analysis 

D. D. Williams - Fuels 

P. E. Toomey - Strategis Analysis 

P. T. Momson - Tax 

C. J. Harper - Energy Control 

L. D. Brousseau - Energy Control 

S. M. Stuart - System Planning 

A. J. Honey - Cogeneration 

D. W. Gammon - Cogeneration 

K. D. Hall - Cogeneration 
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APPENDIX 12 



Auburndale Operational Review 

Located near Auburndale. 

Natural gas combined cycle. 

Plan to become commercial in June 1994. - 

Avoided unit is a coal plant with a heat rate of 9830 BTUKWh. 

Avoided fuel cost is based on Crystal River 1 & 2 coal. 

- Contractual on-peak capacity factor is 92%. 

Negotiations are ongoing with Auburndale to reduce their output during minimum 
load conditions. 



Auburndale Financial Review 

FPC examined this project in October 1993 to determine if we have any desire to buy into 
it. Key points to this examination were: 

In the first 12 months of operation, a loss of $7.5 million was projected. However, 
this did not include revenues from the two LFC contracts. 

The IRR was estimated to range from 4% (high relative natural gas escalator and no 
sale of their excess capacity of 35 MW) to 11% (low relative natural gas escalator 
and immediate sale of their excess capacity). LFC represents sales of 17 MW of 
capacity of the excess of 35 MW. 

The value of this project to FPC is $89 million (adjusted for fuel risk) from a 
ratepayer neutral perspective. 

Mission Energy perceived value of the project is $125 million to $140 million, utilizing 
a 15% nominal discount rate. 

Therefore, the value to FPC from a ratepayer neutral perspective is substantially 
below Mission Energy's perception of the project value. 

The recommendation was to adopt a "wait-and-see'' posture toward the purchase of 
the project, in part, 
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Bay County Operational Review 

Located near Panama City on US. 231 

Solid waste resource recovery plant. 

On-line since 1987. 

- Avoided unit is coal plant with a heat rate of 9790 BTUKWh. 

Avoided fuel cost is based on coal delivered to TECOs Big Bend #4 plant. 

Contractual capacity factor is 70%, 

- 

- 
Negotiations are ongoing with Bay County to reduce their output during minimum 
load conditions. 

Like any other resource recovery plant, Bay County’s main objective is to bum refuse. 
Therefore, their ability to limit their electrical output is minimized. 

400348 



Bay County Financial Review 

FPC has no desire to own and operate a MSW facility. The hISW facility needs to continue 
operation to dispose of Bay County's garbage stream and reduce landfill usage as mandated 
by federal law. Financial support is generated from tipping fees, reduced landfill 
requirements, and from electrical revenues. 

Bay County receives early capacity payments as allowed by state law. While these payments 
provide the same present value as the normal payments, there are potential risks to FPC. 
Under current tax interpretation, the early payments are not deductible causing a use of 
FPC's working capital. This tax interpretation is being reviewed to try to eliminate this 
effect. In addition, the early payments represent a default risk at the end of the contract 
when performance is required without capacity payments. The capacity account is backed 
by the County alone as provided by FPSC rules. 

400349 



Cargill Fertilizer Operational Review 

Located between Bartow and Mulberry on State Road 60. 

A bottoming-cycle plant that produces sulfuric acid. 

- On-line since 1992. 

Avoided unit is a coal plant with a heat rate of 9830 BTUKWh. 

- Avoided fuel cost is based on coal delivered to Crystal River 1 & 2. 

- Contractual on-peak capacity factor is 85%. 

FPC is currently in discussions with Cargill to reduce their output during minimum - 
load conditions. Cargill has informally agreed to curtail to 12 MW (a reduction of 
20%) during off-peak hours. Cargill is a bottoming-cycle plant and therefore, their 
electricity production is primary driven by the production of sulfuric acid. 

- Cargill would like to satisfy the contract requirements utilizing both of their facilities 
(formerly Seminole and Gardiner). Both facilities are interconnected with TECO. 
This would improve Cargill’s ability to meet the required capacity factor to receive 
their full capacity payments. FPC was opposed to Cargill sewing this contract from 
both facilities to prevent Cargill from designating their capacity higher. 

400350 



Cargiu Fertilizer Financial Review 

Cargill Fertilizer is a small generation facility dependent on phosphate production for 
financial viability. Therefore, the contract is viable only if phosphate (fertilizer) sales are 
cost effective. 

The facility uses waste heat from an existing process therefore, providing little fuel related 
(variable) expense. This project primarily required capital expenditure. While their contract 
provides more fnred revenue (capacity payment) and less variable revenues (energy payment) 
the fixed vs variable expenses and revenues do not proportionately match the projects 
expenses. 

, ,; .:, :ii 400351 



Dade County Operational Review 

Dade County is a resource recovery plant and their output is wheeled through FP&L 
to FPC. Their contractual capacity is 43 MW. The avoided unit is a coal plant with 
a heat rate of 9830 BTUKWh. The avoided fuel cost is based upon coal delivered 
to Crystal River 1 & 2. The contractual capacity factor is 83%. 

- Dade County's electrical output has been very erratic. Output swings of 20 MW in 
5 minutes are not uncommon. Due to the burden these swings put on FPC's system, 
FPC sited the FPSC rule that states "purchased from qualifying facilities ...p lace an 
undue burden on the utility, the utility shall be relieved of its obligation ... to purchase 
electricity from a qualifylng facility'' and declared Dade County in default of their 
contract. 

- Dade County has agreed to install fuel bins fo stabilize their output and the following 

Reduction of 17 MW between hours 0100 and 0600 from daily schedule peak. 

conditions in exchange for recision of default: 

- 
- 30 timesbear, 10 timedmonth maximum. 

Curtail in last cogen group in 1995 only. 

Dade will coordinate maintenance outages with FPC. 

FPC may request changes to schedule with 10 day notice. 

- 
- 13 hour notice. 

- 
- 
- In 1995, provides exclusion of 4, 9 day outages relating to environmental 

compliance (72 hour notice). 

400352 



Dade County Financial Review 

FPC has no desire to own and operate a MSW facility. The X I S W  facility needs to continue 
operation to dispose of Dade County's garbage stream and reduce landfill usage as 
mandated by federal law. Financial support is generated from tipping fees, reduced landfill 
requirements, and from electrical revenues. 

Dade County has agreed to capacity payment reductions of $4o,ooo/Mo. until fuel bins are 
installed. These reductions will decrease by $10,0OO/Mo. upon the installation of each of the 
bins. 



Lake Cogen Limited Operational Review 

- Located in Umatilla on State Road 19. 

Natural gas combined cycle unit. 

Became commercial in July 1993. 

Avoided unit is a coal plant with a heat rate of 9830 BTUKWh. 

- Avoided fuel cost is based on Crystal River 1 & 2 coal. 

Contractual on-peak capacity factor is 90%. - 

- Lake has voluntarily reduced their output during off-peak hours by approximately 12 
MW or 11%. 

- Further reductions may be difficult because of the design of the facility and their gas 
contracts. However, FPC is continuing to negotiate an agreement with Lake Cogen. 

400354 



Lake Cogen Limited Financial Review 

FPC evaluated purchasing North Canadian Power’s (NCP) ownership in this project along 
with their other projects. The package as a whole was financially marginal causing FPC to 
pass on NCP’s offer. 

FPC was not interested in purchasing the Lake Cogen facility due to the salenease back 
agreement with no equity with General Electric Credit Corp. This limited NCP’s initial 
investment but severely limits the projects near term profitability. 

A gas contracts using both fixed (5.1%) and CR 1 & 2 with coal based escalators provide 
hedging against fuel differential risk. 



Lake County Operational Review 

Located in Okahumpka 

Solid waste resource recovery plant. 

On-line since 1990. 

- Avoided unit is a coal plant with a heat rate of 9790 BTUKWh. 

Avoided fuel cost is based on coal delivered to TECO’s Big Bend #4 plant. 

- Contractual capacity factor is 70%. 

Negotiations are ongoing with Lake County to reduce their output during minimum 

Like any other resource recovery plant, Lake County’s main objective is to bum 

- 
load conditions. 

- 
refuse. Therefore, their ability to limit their electrical output is minimized. 

‘400356 



Lake County Financial Review 

FPC has no desire to own and operate a MSW facility. The MSW facility needs to dispose 
of Lake County's garbage stream and reduce landfill usage as mandated by federal law. 
Financial support is generated from tipping fees, avoided landfill requirements, and from 
electrical revenues. 

., , ' .  ,! I !  
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LFC Operational Review 

Located near Madison and Monticello. 

Primary fuel is waste wood. 

Been in operation since 1989 and 1990. These projects originally became operational 
in 1983 and 1985, but were shutdown when their owner went into bankruptcy. 

- Avoided unit is a coal plant with a heat rate of 9790 BTUKWh. 

Avoided fuel cost is based on coal delivered to TECO's Big Bend #4 plant. 

Contractual capacity factor is 70%. However, the historical capacity factor of these 

- 

- 
units has been very poor (<45%). A major factor causing this low capacity factor is 
their generating only when FPC's as-available rates are high. Additionally, this 
cycling has caused additional stress on their equipment that was designed for base 
load operation thereby increasing their maintenance. 

- These projects have been for sale for some time. Auburndale (Mission Energy) has 
obtained an option to purchase the interests in these projects and moving the 
contract to their facility currently under construction. In return for allowing the 
move, FPC will negotiate for the rights to reduce Auburndale's total output during 
off-peak hours especially minimum load periods. Movement of these contracts to 
Auburndale will increase their capacity factor at no additional expense to FPC. 



LFC Financial Review 

Auburndale has obtained an option to purcha\se these power purchase agreements. 
Auburndale Power Partners has 35 MW of excess capacity. The 17 MW of capacity 
payments from the two contracts may provide more complete utilization of investment. (See 
Auburndale). 

Poor performance at the existing facilities has forced LFC to consider the sale of these 
contracts. 

400359 



Orange Cogeneration Operational Review 

Located south of Bartow on US. 17-98. 

Natural gas combined cycle, 

Planned in-service date is June 1994. - 

Avoided unit is a coal plant with a heat rate of between 8584 BTUKWh to 9456 
BTU/KWh depending on the load of the avoided unit. 

- Avoided fuel cost is based on Crystal River 1 & 2 coal. 

Contractual on-peak capacity factor is 90%. 

This is a fully dispatchable contract with automatic generator control (AGC). 

FPC has given Orange Cogeneration notice that if they do not obtain backup fuel 

- 
- 

- 
that they will be declared in default when the project becomes operational. 

400360 



Orange Cogeneration Financial Review 

The dispatchability provided in the contract has increased the uncertainty of the energy 
delivery and revenues, O&M expenses, fuel expense for transportation and heat rate 
penalties, and additional construction expenditures in the design of the facility. These 
additional uncertainties raise concern over the financability of the project. 

This facility can override the AGC but must pay a 5% penalty on all energy delivered. This 
penalty may mitigate some of the operational concerns. These financial uncertainties may 
make Orange Cogeneration a possible buy out target although the timing may be imprudent. 

400361 



Orlando M e n  Limited Operational Review 

- Located in Orlando Central Park. 

- Natural gas combined cycle. 

Became commercial in September 1993. 

Avoided unit is a coal plant with a heat rate of 9830 BTUKWh. 

- Avoided fuel cost is based on Crystal River 1 & 2 coal. 

Contractual on-peak capacity factor is 93%. 

- FPC has placed Orlando CoGen in default of their contract because they do not have 
a firm fuel transportation or a backup fuel. This condition will persist until FGT 
Phase 111 becomes available. Putting Orlando CoGen into default has forced the 
owners to negotiate with FPC to reduce their output during minimum load conditions. 



Orlando CoGen Limited Financial Review 

Orlando CoGen has permits and gas contracts which require operation above 94 MW. The 
high capacity factor allows little margin of error in operation but also creates a highly 
efficient unit decreasing average operating cost. Orlando CoGen is selling 35 MW to Reedy 
Creek Improvement District under a dispatchable contract. This capacity was probably sold 
at an incremental rate. This provides full utilization of the installed capacity. Steam sales 
provide refrigeration to Air Product’s Air Separation facility. Steam sales are probably not 
a substantial sources of revenues for Orlando CoGen. 

400363 



Panda-Kathleen C$erational Review 

Planned location is west of Lakeland near Interstate -1. 

Natural gas combined cycle. 

Contractual in-service date is January 1997. 

Avoided unit is a distillate oil peaker with a heat rate of 11,610 BTU/KWh. 

Avoided fuel cost is based on Bartow distillate oil. - 

Contractual on-peak capacity factor is 90%. 

- Construction has not begun on Panda-Kathleen. Panda has requested permission to 
move to Cargill’s citrus processing plant in Frostproof; FPC fumed down Panda’s 
request. Cargill also asked that Panda’s request be considered but FPC declined. 

Negotiations on curtailments have not begun because FPC doubts the viability of this 
project. 



Panda-Kathleen Financial Review 

The steam host for the Panda projecr has changed ownership. The new owners have placed 
demands on Panda that they are unwilling to meet. Panda has requested moving to 
Frostproof but has been turned down by FPC. Panda indicates they may build their own 
steam host if required. The steam host problems place this contract in jeopardy. Financing 
a project with combustion turbine based capacity payments may be impossible. 

400365 



Pascn Cogen Limited Operational Review 

Located in Dade City on U.S. 301. 

- Natural gas combined cycle. 

Became commercial in July 1993. 

Avoided unit is a coal plant with a heat rate of 9830 BTUKWh. 

- Avoided fuel cost is based on Crystal River 1 & 2 coal. 

Contractual on-peak capacity factor is 90%. - 
- Pasco has voluntarily reduced their output during off-peak hours by approximately 

11 MW or 10%. 

- Further reductions may be difficult because of the design of the facility and their gas 
contracts. However, FPC is continuing to negotiate an agreement with Pasco Cogen. 

400366 



Pascn Cogen Limited Financial Review 

FPC evaluated purchasing a portion of (80%) this project. Sorth Canadian offered their 
ownership in this project along with their ownership of all of their cogenerating facilities. 
The other projects offered in this group were troublesome causing FPC to pass on the 
purchase. 

A gas contract using both fixed (5.1%) and CR 1 & 2 coal based escalation provides hedging 
against fuel differential risk. 

400367 



Pasu, County Operational Review 

- Located near Hudson. 

Solid waste resource recovery plant. 

- On-line since 1991. 

Avoided unit is a coal plant with a heat rate of 9790 BTUKWh. 

Avoided fuel cost is based on coal delivered to TECO’s Big Bend #4 plant. 

- Contractual capacity factor is 70%. 

Negotiations are ongoing with Pasco County to reduce their output during minimum - 
load conditions. 

Like any other resource recovery plant, Pasco County’s main objective is to bum 
refuse. Therefore, their ability to limit their electrical output is minimized. 



Pasco County Financial Review 

FPC has no desire to own and operate a MSW facility. The hISW facility needs to continue 
operation to dispose of Pasco County’s garbage stream and reduce landfill usage as 
mandated by federal law. Financial support is generated from tipping fees, reduced landfill 
requirements, and from electrical revenues. 

400369 



Pinellas County Operational Review 

Located in Pinellas County. 

Solid waste resource recovery plant. 

On-line since 1986. 

Avoided unit is a coal plant with a heat rate of 9790 BTUKWh. 

Avoided fuel cost is based on coal delivered to TECO’s Big Bend #4 plant. 

Contractual capacity factor is 70%. 

Like any other resource recovery plant, Pinellas County’s main objective is to bum 
refuse. Due to their location at FPC‘s load center, our desire and their ability to limit 
their electrical output is minimized. 



Pinellas County Financial Review 
. .  

FPC has no desire to own and operate a MSW facility. The hlSW facilitv needs to continue 
operation to dispose of Pinellas County's garbage stream and reduce landfill usage as 
mandated by federal law. Financial support is generated from tipping fees, reduced landfill 
requirements, and from electrical revenues. 

0 
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Pinellas County North Operational Review 

Located in Pinellas County 

Solid waste resource recovery plant. 

Avoided unit is a coal plant with a heat rate of 9790 BTUiKWh if in-service before 
January 1995. 

Avoided fuel cost is based on coal delivered to TECO’s Big Bend #4 plant if in- 
service before January 1995. Otherwise the avoided fuel cost at the time of the in- 
service date will apply. 

Contractual capacity factor is 70%. 

It looks as if this project will never be constructed by Pinellas County. 



Pinellas County North Financial Review 

This project is not considered viable due to problems with permitting restrictions and the 
lack of availability MSW fuel for this project and therefore this contract should not be 
bought out. 

Pinellas County has requested that this contract be moved to the MSW facility in Lee 
County. The contract specifies that it should be a MSW facility interconnected with FFT 
and located in Pinellas County. FPC has advised Pinellas County that we will not approve 
any relocation. 

400373 



Polk Power Partners (Mulberry) Operational Review 

- The Mulberry project is located in Polk County on State Road 555 south of FPC's 
Barcola Substation. This project is a combination of 2 purchased power contracts. 
They are the Mulberry Energy contract (72 ? 10% MW) and the Royster Phosphate 
contract (28 -+ 10% MW). 

Natural gas combined cycle. 

Both of these contracts are for an avoided coal plant with a heat rate of 9830 
BTU/KWh. The avoided fuel cost is based upon coal delivered to Crystal River 
1 6% 2. 

- Plan to become commercial in August 1994. 

Mulberry filed with the FERC to recertify as a qualifying facility with a new thermal 
host. Mulberry had originally planned to build a food grade C 0 2  plant as its thermal 
host. Pending legal cases have blocked their construction of the C 0 2  plant. Mulberry 
now intends to build an ethanol plant as their steam host and lease it to a third party. 
On October 5,  1993, FPC intervened at FERC because we felt Mulberry had not 
shown that the new steam host was viable. In exchange for FPC's withdrawal of the 
intervention, Mulberry and FPC entered into an agreement to reduce Mulberry's 
impact on FFC during minimum load conditions. The highlights of the agreement 
are: 

Additional maintenance shutdown time when recommended by the combustion 
turbine manufacturer to be schedule by mutual agreement between Mulberry and 
FPC. 

Mulberry will curtail all deliveries of power to FPC during the hours of 11:OO pm to 
6:OO am from November through March and the hours of 1200 am to 7:OO am from 
April through October, unless otherwise requested by FPC. 

'400374 



Polk Partner Partners (Mulberry) Financial Review 

The inclusion of the Royster and Mulberry contract pro\ ided significant utilization on 
installed capacity. Polk Power Partners anticipates selling 23 IMW to TECO for the first 
year, providing full utilization of installed capacity. 

The project is building their own steam host (ethanol). This causes additional investment 
in construction costs. Polk Power Partners will lease the ethanol plant (at an attractive 
price) for someone else to control and operate. This may negate any benefits from steam 
sales. Polk Power Partners also are reliant on timely completion of FGT Phase 111 
transportation to contain their fuel costs. 

Financial closing with General Electric Credit Corporation occurred during the week of 
December 27, 1993. 

400375 



Ridge Generating Station Operational Review 

Located east of Lakeland. 

Ridge's fuel is waste wood and tires. 

Plan to become commercial in April 1994. 

Avoided unit is a coal plant with a heat rate of 9830 BTUKWh. 

Avoided fuel cost is based on Crystal River 1 & 2. 

Contractual on-peak capacity factor is 85%. 

Ridge Generating Station has requested levelized payments (see Financial Review). 
FFT may allow levelized payments in return for curtailment rights. 

. . * .  



Ridge Generating Station Financial Review 

Ridge Generating Station is installing a wood waste and tire iueled facility. These facilities 
require significant capital investment for construction. The fuel costs are low (wood waste) 
or negative (tires) while the contract has added f i e d  revenues. The fiwed vs variable 
revenue and expense ratios are not the same. The debt service of this construction requires 
Ridge to levelize capacity payments (borrow against future payments). 

Ridge anticipated an in-service date of April 1, 1994. Ridge would like to levelize their 
normal payment stream which escalates annually at 5.1%. In 1994, the normal payment is 
$12.68/KW/Month or $502,12S/Month or $6,025,536Near. The levelized payment is 
$18.1S/KW/Month or $719,92S/Month or $8,639,136/Year for a difference of $2.6 million 
the first year. The resulting capacity account peaks at approximately $41 million. The 
payment streams are compared using a contract discount rate of 9.960/0 per year. 



Tiger Bay.Operational Review 

The Tiger Bay project is located in Polk County on State Road 630 near FPC's 
Rockland Substation and U. S. Agrichem. This project is a combination of 5 
purchased power contracts. They are the three General Peat contracts (57.2 MW 
each), the EcoPeat Contract (36.5 t 10% MW), and a Timber Energy Contract (6 
MW). 

Natural gas combined cycle. 

The General Peat and Timber Energy contracts are for an avoided coal plant with 
a heat rate of 9790 BTUKWh. The avoided fuel cost is based upon coal delivered 
to  TECO's Big Bend #4 plant. These contracts call for the facility to maintain an 
overall capacity factor of 70%. 

The EcoPeat contract is also based upon an avoided coal plant, but the heat rate is 
9830 BTUKWh. The avoided fuel cost is based won coal delivered to Crystal River 
1 & 2. This contract calls for the facility to maiitain an on-peak capaci6 factor of 
85%. 

Plan to become commercial prior to January 1995. 

In exchange for FPCs allowance of these contracts to be combined, Tiger Bay agreed 
to the following conditions to mitigate FPC's minimum load concerns: 

A two week maintenance shutdown during January, February, March, 
October, November, or December. The shutdown will be during the weeks 
requested by FPC on or before October 31 of the previous year. 

- A two week maintenance shutdown during January, February, October, 
November, or December to be held during the weeks requested by FPC on 
or before October 31 of the previous year. 

- A two week consecutive shutdown in March and April of each year. FPC will 

Unless requested to do otherwise by FPC, Tiger Bay will operate at no higher 

FPC has given Tiger Bay notice they if they do not obtain backup fuel that 

designate when during the two months the shutdown will occur. 

- 
than 78% during off-peak hours. 

- 
they will be declared in default when the project becomes operational. 

.. 



Tiger Bay .Financial Review 

Tiger Bay consists of three combined contracts (General Pear. EcoPeat, and Timber Energy 
2). These contracts have different requirements for full payment requiring added 
performance from the bulk of the contract. 

The majority of the facility (177.6 MW of 218 MW) is paid fuel on the basis of the lesser 
of Big Bend 4 coal and as-available energy price. This provides some natural incentive to 
reduce or curtail output when the as-available price is low (low load with available 
generation). This also provides some instability of energy payments due to the heavy 
reliance on as-available energy prices. The EcoPeat contract (40 MW) was allowed to 
combine with Tiger Bay in exchange for continued payment of the $l,OOO,OOO lease payment 
for the Avon Park plant. In addition, FPC will receive 4% equity payments in the amount 
of 4% of the total project equity ($65,000 in 1995, and $lOO,OOO in 1996). 

The gas contract provides coal based hedging to mitigate fuel differential risk. 

Financial closing with Fuji Bank occurred during the week of December 27, 1993. 

' , '  I 400379 



Timber Energy Operational Review 

Located in Telogia (Liberty County). 

Primary fuel is waste wood. Timber Energy has begun to burn compressed cardboard 
to supplement the waste wood. 

- Been in operation since 1986. 

Avoided unit is a coal plant with a heat rate of 9790 BTUKWh. 

- Avoided fuel cost is based on coal delivered to TECOs Big Bend #4 plant. 

Contractual capacity factor is 70%. 

Negotiations are ongoing with Timber Energy to reduce their output during minimum 

- 
- 

load conditions. 

400350 



Timber Eoergy Financial Review 

This project is financially viable. Their use of compressed cardboard helps to reduce the 
fuel cost associated with wood waste. Timber Energy's facility is simple and historically its 
capacity factor has been above 90%. The contact has less than nine years remaining. 


