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In Re: .. tltiOD for :•:· :~ al of ) 
early tenillatioa 1 , ..... __ to . ) ~ 

negotiated qualif.riDI feallity ) 
contract witb Orlaado CDteD ) 
Liaited, Ltd. br Plorlda ~ •r ) 
oorporatioa. J , 
-=ln~ae:--:_=' ____ K_g_y"""":'coa-... --z ... .,.-.!!"", ... -~aa~.-~, 

Recovery C1auM. ,·, , __________________________, 

• 
tfi1184-BO 

The follGifial c~ twi.oaen puticlpatecl in the di•po•ition of 
tbi• •tter: 

.JULIA L. JID m . 1:11, Cbainaa 
.... r. ct .. · 
~. ,_. ..... 

.w. .aciA 
DU. &. UIIL~ 

mrtcs 18 •uDY on. 11r tbe Florida Public service 
ca-iaaioa tbat tbe actlOD dl-••11 benlD le preli•inary in 
natuze aad will beo1111 flaal ~••• a pe~ wbo11 intere•t• are 
aubetaatlally aff~ fi~· a ~ltlOD for a fo~l proceeding, 
purauaat to lule 25•22.021, Flori .. Jt=tal•tratlve Code. 

OD Octollu' 1, liN, •~lda ..._1' CRporatlon (PPC) filed a 
petition for apprcwal of • early tel'ldaatiOD -ndllent C~ndment) 
to a llegotiatecl OoDtract CCoa&aM*) witb Orlaado Cogen Limited, 
Ltd. (OCL) , a 4p1Alifyiae facility (IF) • ftle Contract wa• entered 
into on Jlarcb 13, 1111. 'llle ~· .t tile Caatract ia 30 year a, 
beginning OD J•uuy ·1, liM, ... -.ula8 Dec1-.r 31, 2023. 
ca itted cap~~city uzt1r &be coatnat le .,1.2 -•watt•, with 
capacity JNt~t• Mild OD a 1111 JUlftri...S coal-fired avoided 
unit. The AniDJIIIIat taniaaC. die lut t.a ,..n of the Contract. 

DOCUMr. 1 ~~ ·~ ~ . : '1 ''fl rr. 

0 0 9 9 6 J~N 21 &;. 

rPIC~ftl COf\05/REI'OF:TIHG 



_.,._~-

.. 

-:~. 

OltDBR 110. nc-t7-00M-tw-IIQ 
DOCDTS .. • H11M--:•• 170002·· . 
PNJB 2 ' 

PPC aleo nque•te IDtMcl•tU. to Z.CONr tbe buyout c:oata through 
tbe C.paelty CDR .. ca~ claun. 

11e eacour .... nc illld ot* utllltlu to ~iate contracts 
vitb QPa 1a ll.u of IMIDIICilil8 ......_. offer contracta. The 
lfegOtiatecl C.tnat IIK...a fliC ·lllill OCL - orlglaally approved for 
co.t ~_, 1a .a... llo. a.m, ~-• July 1, 1111, Docket No. 
t10t01-8Q. Later. • 11110• .. • 1 ntrnt to tbe CoDtract pursuant 
to a Bettl-t Apararat ..__ 0CL aad PPC iD order Ito. PSC- 96-
0iti-AS-80. laaued .JUly U, 'ltH,. DDalret llo. tf011J-8Q. . . 

On March 12, IIH, ... trn ... OldeEo llo. P8C•t,-OJ52-POF-EG in 
Docket llo. HOooa-•, ~ ..C'• ~·t to defer crediting a 
1tt5 over-ncoN2')' or ti1 . ., idlliea •ncrlatecl with ita reaident ial 
reveDua ~11111 • aria t. ._ puzpoee of tbe deferral waa to 
allow PPC to ca Arl!t a · ••vu• ~t.a· wbicb would aeek QF 
ettp~~city ..,.rat ~•tuat:._ ~ tiail la ..:bani• for an up- front 
pa~t. ,_ .. couplbi o.r-nocwuy f• ndla poNibly could be used 
to off .. t t~ .Jel nt• lf .. ~1.... it waa beneficial to the 
reaidential zoa~. 

OlD May J, ... , ... , ftC &rwad a 8ollaltation for a.verae Auction 
Biela to ita GllntJ,ill Gf8 tdtla It• capacity aad -IVY payaaents. 
PPC indicated in tba -8olio~tatioa tbat ~ propo•ala based on 
higber diecount nt• ... tllora '*'alae p&"Widad aet benefits to 
cuato.era .aaner rattler tMD la~ ~ • pnfened. FPC also 
•tatecl that bide that ~& ·ia a~ ten incna• in capacity 
pa,_ata •Y be lilllted ·to M IJJII .. te Mt pn•nt value rate 
il!p&Ct of $17. 7 llillloa. _.,..., ..C atated, •ia the event that 
highly attractive bW. ••••• tile f17.1 llillion li•it. FPC may 
choo•• to puraue _,. wltla tile fNC to i.llpliHIDt auc:b proposals on 
behalf of ita cuaco.an. • · .-.. ~ 

PPC acc.pted t.o of the tUee bida .eaicb -re aubllitted pz·ior 
to the deadliae. ao.ewz-, aae ~id - suta•a..-ntly withdrawn when 
the bidder wU uaable tO a~tt•la ~dllr _.onl ... IOtiations with 
OCL, the r HliDiiiiJ blddll~ • . nmced lia tba Contract Allendlllent 
CODtaiaed iD nc• 8 patit:laa. 

The A-Dikla:t JC'O"ldea for a~~ to OCL of ftt.tOS,OOO at 
a rate of $10.t0 peE' •·••tla, la r fOI' te~•ting the last 
ten yeaE'a of ta. CDiaU'eOt. 'ft£8 Nealo ill M eati•ted five year 
payout period, __. ..... • OCL' • ,_.onenoe. PPC requeats that 
cost recovery of tba eu"l)' teadlaatiaa ..,_at• a. iiiPl ... nted 
through .the Cepecity co.t .. ca•~y ol•• Ceca) ... iaa:ing in Apri 1 
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1tt'7, aa part of ~a. t'70001·1D oa·-~. nc: alao nqueata that the 
rate i..,_c~ to naldeD~lal ..--n lie lli~iptecl by crediting the 
Energy Coa8u'va~ica eo.t .. aa.,.y ., CaDI fa~or with the 1995 
reveaue ~11DI ...--nca:aq M1•oe p1u a~lated interest 
in tbe t'70002·1D DoCket. 

The A rntrrDt ~o tllie ' Cilllat..aat be~-- Plorida Power 
Corporation (ftC) ... Grl•dla CaiiD Lilli~, Ltd. (OCL) for cost 
recovery ia claai .. lleaed OD ~- n•DIUI •t forth below. 

,. 

1'be I JDhiPt ~-- ~ •-*ive8 of the reverse 
auction bid •llel~S.. ... .._ -~lft effect• on 
inte~ratl-.1 ·-.aity ._ to tliia ~ paybeck period. FPC's 
petition nt~~~•wte 1111'0M1 to ncofti' ttt.4 llillion froaa its 
curreat ra~n ...- tile a.~~& flft ,..n to J."eceive a net 
baaefit of t22.t lllll.. IIDuaw, ne•a ntepayen will not see 
thi• beaefi~ -~11 t~~e· ,..,. JOlt, • a ,._. f~:a~ today. . ..~ . 

Alt10, ~- beaaflt of ftC'• PEGI'a•el ...,_are to ba noticeably 
H~Wi~iv. to tbe •• tt'- ueed ita lta coat-effectiveness 
analpia. .. an aaaaanedl wltla tile ~1 of riak being placed on 
FPC' • ratepav-n 8houJd nc:• a pi:OjeatlG18 of futun conclitiona not 
prove to be laaccunte. 

PPC' a nw.ne ~ioa ~ •licitatS.. indlca~ed two primary 
objective• ~bat ..,.1d 118 C~m~aidend ..._ evalua~ing proposals. 
They .. re: 

1) 

2) 8ida tbat n.ul~ iD a ~ ten incnaH of capacity 
pa,..at• .aF a.lildted toM -••gate aet pRaent value 
rate illlpM!t of f17.'7 lll11ioa, tM .-uat of the 1995 
over-nca'Nq' rn. tile ........ decoupliag experiment . 

PPC' a petitiOD doea DOt -c elellea- of tbeN two objtaCt i vee. 
Specifically, nc•• JlftiD•d ...,_. will --~ current ratepayers 
f4t.4 llillioa -~ wi11 aot ~~-- -...ri~• uatil 22 years in 
the futuJ."e. 111 fact, tile ~1ieet ,...u.1e beaefita could not 

\· 
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begin before tbll ,._. 201t ..... tile ~ teniaatee and FPC 
begiu nplacialr it trlda npl.a1m1nt •-'"· ftie naulta in FPC' a 
current rat...,_. fuadl.. ~ ....,._& iD llape• that they wi 11 
re.ain CU8t~ a alai•• ol 1'7~f~ DOW tllli8D tbev aight 
begin to - a .._fit. ftla • tM regulatorv goal of 
intergeaeratioaal f~.,. ~aile- ..... eaaaidered nc:h. long 
,.yback period in tile ~. tlie ._. ... -re ..-rally -tcbed 
with gradual beaefite tllat atafteil GlOMI" to tbe tWe that COIIt8 
-r• incurred. t'bie cloae •tcllt .. of OOIK to .._fit bel.,. to 
reduce tbe riM and . .._l"tataty of futun beaeflte actually 
-teriali•ing. ··.-' .-, 

'¥ 'J 

-ldwi- • a.a a,,_ 

aaeed aa t>eee ~,..., die oaet•effeotl.._e .. of the buyout 
appean to be owu-ly -itl• to ~ Ml Jll'ice p~jec:tione and 
iDflatloauy i....,cta. * -.t --'- f~ tlie buyout, bared on 
nc• a recttnt fuel ICiaa ~. fluctuatee u .ach ae $30 
aillion. AddiDIJ t._ effeata of nc•a laietoric: c:oet of capital or 
tbe effect• of a bi.,._ nte of iliflatiaa naulte in negative 
aavinge. 

We denv PfC'e petitioa a.eaaia• tile lluyout ie iDCOMietent with 
tbe objec:tiv.e of tbe ~..-loa ~14 eolicltatian aDd will not 
produce net aavi.Dge befoc. ~ .-r 201t. It ie DOt -a.ropriate to 
subject I'PC'e CU1"1'81lt cueca.en to tllia additioaal f4t.4 aillion 
expenae in hoper tbat .:=.:::: naei,. a .._fit u .uch •• 26 
yeare in tbe futun. , tile lluyout'e coet·effec:tivene•• 
appear• to be unduly -ltlw to fluctuatloae in fuel price 
projec:tiona aad iDflatt..aay •••N~ioaa. 

Da•a·l-

Although • ... 1'.,.,.. ne• • ~·• .. del• crecU.ting the 1 t9s 
revenue decouplt.._ balM•• to al • nc to oaaduc:t the reverae 
auction for QP buyaut:e, tlae refuad of tile deaaupllDI balance ia a 
aeparate ie•ua aDd ie .-nlated to tile ..-iu of t._ Contract 
buyout. Tberefore, tile ••:tF Oaaaa...-itiii CNt a.ccw.ry (accR) 
factor ahould M cncU.ted td t.. lttl "' 1 118 decOUDliDI balance 
and accu.alatecl iatereet to naW.tial ~ oaly with a one 
year aaorti•atioa period .. a pel't ol ~ 1'70002·.0 Docket. 
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8ued OD tbe fOCifOiDIJ, it la 
J. 

-t' -

oaDDBD bf tbe rlorlda ~lc a..tae Ca• l••loa that Florida 
Power COrporatlan'a peciticla~ CJJ&ORl ol aa .. rly teraination 
~ndlllmt to a ~laUd quell~ facility contract with Orlando 
COgen Li•itecl, Ltd •• • dl-•all lD tbe body of tbi• Order, be 
denied. It 1• furta.zo ' .. . ..... 

ODBIID tba& U. .... Caa•ei"•tiila coat 18conry factor 
abould be cNd!Ud witla tlllj . . ltll 1evaa • .. coupli.. balance and 
aecuaalated latenat to nal ... tial ouata.n only with a one year 
a.ortiution pezolod M a ~ of &a. t'70002·8CJ Docket. It is 
further .. ·-. ··, 

~BD tllat tile PIOWl•J.GIII of Wa Ol'dezo, iMUed a• propoaed 
-ncy ac:tiaa, aball Me~•• filial 81111 effective unl••• an 
-wropriate petitlC., lD ~ , .. ~CQ¥ided by aule 25-22.036, 
Ploricla Adlli.u.tntlft a.le, le ...t..a by tM Dinc:tor, Divi•ion 
of ltecoEda aad 'EIDK"t-, 2MO • 2•1d Oak ._levard, 'l'allaha••ee, 
Ploricla 323tt-OI50, ., C.. a'- of liuai- • tbe elate Ht forth 
in tbe •llotice of~ ft0DIIdja11 OK' .JUdicial lteYiew• attached 
bereto. It 1• futbezo 

au.m tllat lD tbe ••nne tlai8 cmtezo bKc••• final, thi• 
Docket aball be clGMd. · 

By oaoa of tbe Ploz'ida Jublic luYic:e CO..i•aian, thi• a:uh 
clay O•f Jtpnery, 1111• 

(SEAL) 

1M 

... ,.r..._-\. J.AJ..!C:~·-
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fte Florida fublic: --.tee C: '•laD la nquincl by section 
120.59(4), Ploricla aatueee, . to .OC.if7 putiu of any 
aclllini•trative beuiag • :JUIIIalal .a-of a..l•l• Ol'd8r• ~hat 
i• availule UDCI8r a.ct .... 110.1'7 • UI.M, ftozoicla aatute•, a• 
wll aa tbe proceduna illd tt. 1Wte tllat ... ly. ft!• notice 
•bould DOt be CODatrued to- alli'IW 1~ ~ aa lldlliat.•trative 
bearing or judicial nwt. will lie p .... OC' n.ult iD tbe relief 
.ought. 

·.· 
Tbe ac:tiOD Pft!f,a••d llenla Ia -'l•tM'Y ill aatun and will 

not beec•• effect -. OC' f'-1, •= M pzovicled by Rule 
25-22.029, Florida ~~-- • Jar ~ whoae 
•ub8tantial iDte~ an dhaeed .., tlie .-aoa pnfaaad by thi• 
order •Y file a petitica ,_. a .e.-1 JftDII= u pmvidacl by 
Rule 25·22.02tCtJ, Plod* 'tqlat.•ntl.. , ia tbe fom 
provided by lule 25-22.011(7)(a) .ad (f), r~ida Adetai•tratt.ve 
COM. Till• petitioD ..- _. noel_. J1F tbe Dinctol', Divi•ion of 
Recorda aDd ~epo~tillt, 1110 • a ld 1M~. ftllabu-, 
Plol'ida l2Jtt-oaso, bJ tile del• il ._,•••• • b'zuea ''· 1111. 

In tb8 abMace of 8UCb a petit!•~ tbl• cml81' •ball beeo~~e 
effective on the day .ubra .. aa& to tile Mava date u pmvided by 
Rule 25-22.029('), Plol'ida JOntat•ntiw COde. 

,. 

Any abject loa or ..-.. · filed ill tlai• docket Mfon the 
i•euance date of tlaie 02da' 1• ooa.iduM ... ....,._. unl••• it 
eati•fie• tbe fontOiaa a adttU.. .... ie na1•d within the 
•pacified prote•t pll'iod. · . 

If tbie order a.oa&JI f'-1 · ..a effeatift oa tba date 
deecl'ibed above, aay paity Mrtaatiall'r affected •v nqu••t 
judicial review by tba PloK'ida ........ COUrt iD tbe caH of an 
electric, ga• or telepboae utillc, or _, ~ ricrt Di•trict Coul't 
of Appeal ia tb8 CAM of a .... • ---~ utility br filing a 
notice of ._.al with ta. Di..c., Di•i•i• o! bcol'da and 
Reporting aad fililll a copr of tile aotl• of ..... 1 aDd tbe filing 
fee with ta. appropriate .-ft. ftla fililll ... t be eo~~pleted 
within tbirty (30) clap of tM effeftiw date of tbi• order, 
pureuant to lule t.110, Placida Juler of: -11ate ftoMdun. The 
notice of qpeal .aet be ill ·~ ton .,..;ltiad · ill Rule 1. tOO (a) , 
Plol'ida Rule• of Appellate fKoaldul'l. 

' :::,1. 
·· -,._.~· 




