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COGENERATION REVIEW

EXECUTIVE SUMMARY

Florida Power Corporation (FPC) has contracted for nearly 1,100 MW of firm capacity from
qualifying 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 table 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 cycie plant. The cost per MWH of the Miller Purchase is included for reference

purposes only.

$MWH $MWH* $MWH QF% of I

Year QF FPC CC Miller Total

Purchase Capacity

1994 43.83 45.44 40.01 4.4%
1995 50.65 46.06 19.56 105% |
1996 52.56 46.69 39.13 114% |
1997 55.08 47.14 39.33 120% |
1998 58.83 47.70 39.11 12.0%
*FPC’s combined- cycle cost assumes a new site ' H

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. CO, tax). The resources need
t0 be assigned to properly evaluate and implement, if feasible, all of the options available
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t0 increase the cost effectiveness of the QF contracts. These contracts pose a significant
threar to FPC's competitive position.

QF 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 Jower than traditional revenue requirements but
increases by approximately 5% per year, Conversely, traditional revenue requirements start
higher than value of deferral payments but decrease over time.

The net present value as of January 1, 1994, of all of the QF capacity payments is $2.7

billion, assuming an interest rate of 10%. FPC has concerns that these QF 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 ta 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 ner -
present vaiue (NPV) of the QF contracts to determine the utilities imputed debt. FPC

cogeneration contracts should be assigned the lowest risk factor of 10%.

In addition, FPC has become concerned about FPC’s ability to accept this QF 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 QFs if the QFs 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 QFs, to resolve this problem
without additional payments to the QFs.

For all of the above reasons, FPC has investigated a buy out of some of the QF projects
such as Auburndale, Lake Cogen and Pasco Cogen. The FPC investigation included three
different scenarios. These were (1) operating as a QF project, (2) operating as a utility
generator or (3) a buy out of FPC's contractual obligation. At th-is time, it is not financially
viable to purchase thése projects under these scenarios. If circumstances change (e.g.
natural gas prices), these and other projects should be reevajuated. A copy of these analyses
may be obtained from Robert Dolan, Manager of Cogeneration Contracts and
Administration. To-date, FPC considered it uneconomical to buy out any QF contract.
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FERC's PURPA regulations, 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 aitered 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 plaee when they begin to receive
capacity payments. ,

FPC is not currently pumnng 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 a’pplies" 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) Theé Commission may waive this rule or any part thereaf upon a showing
that the waiver would likely result in a lower cost supply of electricity to the utility’s general

body of ratepayers, increase the reliable supply of electricity 10 the uiility’s general body of
ratepayers or is otherwise 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 t.hat 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 cogeneratioﬁ
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 (inciuding hydro and renewables), and cogeneration resources. Congress
sought to overcome the reluctance of utilities to deal with aiternative 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.

Florida Power Corporation T954-1998 Strategic Planning
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Criteria for Cogeneration Facilities

PURPA defines a qualifying 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 qualifying cogeneration facility in terms of a topping-cycle and
bottoming-cycie facility. A topping-cycle facility is one in which the energy input into the
facility is first 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 Cargill 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 haif 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 Facilizies

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 qualifying smail 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, aré 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.

FERCs 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 QF 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 saie 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.

Florida Power Corporation T954-1998 Strategic Planning
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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. [f 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, compiementary 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. FERC’s 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, FERC's rules aiso 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.

Florida Power Corporation T954-T9598 Straicgic Planning
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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 set 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 firm power purchases. FERC's rules provide that rates for as-available energy purchases,
at the QF's 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 Selt 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 10 its customers or place an undue burden on the utility.

Flonda Power Corporauon TO04- 1998 Suaicgic Planning
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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, Mulberry requested permission to serve its thermal host as part of a fixed
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 wtility in question. The
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FPSC ruled that this should not be a determining factor in whether retajl 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 (EPACTY): any person engaged, directly or indirectly through affiliates, and
exclusively, in the bustness of owning andjor operating ail or part of a facility used for the
generation of electricity exclusively for sale at wholesale. Additionally, Section 712 of EPACT
requires state regulatory commissions to perform a general evaluation of:

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 will 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 2 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 IPPs, therefore, it is anticipated that FERC will approve EWG
rates on a similar basis.

Development of Cogeneration 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 contracts signed during this period.

Occidental Chemical Swift Creek #2 - January, 1980
US AgriChem - October, 1982
Pinellas Waste Recovery #1 - May 13, 1980

Duripg this same period, negotiations were held with Biomass Monticello and Biomass
Madison, which resulted in interconnections to purchase as-availabie energy from each
of these 7.5 MW piants.

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 for 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. FPSC 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 severa!l 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-2, 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 1o 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 Counry
Resource Recovery.

- Until this time, all QF payments were assigned a risk factor of 0.80 because of the
uncertainties invoived. 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 $16.04/KW/Month 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 1995 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, FPC 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 a2 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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FPSC "new" rules for firm contracts (1990-present).

As 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.

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

FPC’s desire to build its own capacity in Polk County without bidding, resuited in FPC
issuing a RFP 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 qualifying 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), Mulberry 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 potentiaily 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 10 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 +10% that was allowed in the contracts written as a resuit 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.

Florida Power Corporation T4 T998 Strategic Panning
February 1, 1994 Page 17

400201



7. Polk County Combined Cycle Need Case Proposed Units 1-4

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 -ignificant amounts of QF capacity..."

8. 1997 Combustion Tur=:ne 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.

-
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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 shouid 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, aithough 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 nat found to be in the best interest of ratepayers, the clectric
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 centificate of need is not required (i.e. combustion turbines, repowering or
combined cycle units with a steam cycle of less than 75 MW), then bidding is not
mandatory.

Specifically, the rule would:

1. Require all electric utilities (IOU’s, coops and munis) to issue a Request fqr Pro;_)osals
(RFP) prior to filing a petition for determination of need, unless to do 50 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.
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Require the urility to provide timely notice of its issuance of an RFP in major
newspapers and publications with statewide and national circulation.

LIPS

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 staff’s 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 reserve 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. _
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Contracting for capacity does not result in ail the benefits of ownership.

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

The Other Key Intervenors
* Florida Competitive Energy Producers Association (CEPA) - IPP trade association

which includes Destec, Air Products, Cogentrix, Falcon Seaboard, Jay Makowski and
Ark Energy.

Legal Environmental Assistance Foundation (LEAF) - environmental conservation
group

The Position of the [PPs

The [PP’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 [PP’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.
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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 PPSA Task 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. Procedural streamlining of the Power Plant Siting Act; and

b. 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.

c. Provisions for the filing of Ten-Year Integrated Resource Plans (IRP’s) by all
electric utilities; requiring the preparation of a State Energy Trends and
Conditions Report as well as a State Electric Energy Plan.

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 identifying each such capacity addition by MW size, in-service date, and
type (baseload, intermediate, peaking), and shall serve 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 ali data underlying its planning documents, including

computer models and data bases. In addition, a public utility must file a bid package which
shall include:

L. A power pt_lrchase agreement incorporating terms and conditions acceptable
to the public utility;

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;

3. 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.

Integrated Resource Planning
The PPSA 1ask force recommendations for rulemaking on IRP is summarized below.

1. The Governor and Cabinet strongly encourage the Florida 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) pravide 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)  accoumt for verification of savings, including durability.

B) . A Commission determination of statewide energy capacity needs that
are:

i) developed on a regular basis;

i) based on utility integrated resource plans, and

Jil)  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.
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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 environmentai 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 inflexible and could result in the
construction of too much or too little generaring capacity. The Commission oversees g
utility planning process that is dynamic and very sensitive 10 changes in weather,
economic conditions, population growth and technology. Locking into a project to meet
a projected need for capacity seven years in advance of that need unnecessarily limits the
available options for meeting that need and seriously constrains the Commission’s ability
to ensure the utility is pursuing the most cost-effective and reliable alternative to
construction of additional generation capacity."

The FPSC went on to state that:

"The proposed bidding procedure places too much emphasis on PSC pre-approval of the
bid package and too little on PSC review of the prudent of the final regulatory review
process.....The Commission’s primary statutory responsibility is to ensure usility ratepayers
have safe, reliable, and adequate service at fair, just and reasonable prices...If the
Commission has no opportunity for a final review of a plant selected for construction,
our ability to ensure that the choice is the most prudent and cost-effective will be
seriously impaired.”

In addition, the Commission concluded that:

"A competitive bidding process should be used as a tool (emphasis added) o assist the
Commission in fulfilling our statutory obligation to insure that the electric utilities provide

religble 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
reguiation to mitigate some of the risks involved in QF purchases. These contractual terms
allow for performance based contracts.

When executed, ali 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 deferra] methodology so that they are low during the early years of the contract and
escalate at a rate approximately equal to inflation aver 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 TECO’s 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 dvailability 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.

Florida Power Corporation T994-1958 Siratcgic Planning
February 1, 1994 7 Page 25

4002

09



The contracted cogeneration capacity constitutes a large share of FPC's resources for many
reasons. First, FPC's load growth over the past several vears 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 aliowing 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 ioad 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 contro!l problems for FPC's Energy Controi 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 econormically 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 cogeneratipn capacity can be greater than many of the minimum load conditions,
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vet that same base load capacity will be needed to meet the peak hours later in the dav
FPC has ongoing negotiations with QFs to reduce their off-peak generation at no additionéi
cost to FPC. If the QFs reduce their total output from 1.100 MW to 400 or 500 MW
through scheduling and dispatch, then this minimum load condition will be mitigated except
during extreme system conditions. P
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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 aver 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.
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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. These incentives could include a shared savings approach. 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 invoived in purchasing QF capacity. Such, incentives
would make QF purchases more attractive to utilities.

1.  Bond Rating

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 FPC’s avoided cost on TECO’s pulverized coal units
(309 MW), FPC puiverized 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.
FPC'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 fixed 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%
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of the total generating capacity. See Appendix 5 for S&P’s analysis of a utility buy
versus build decision.

S&P applies a debt equivalency or risk spectrum from 0 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 wouid add a 10% risk
factor for all of FPC’s QF 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 caiculated in millions:

Table 1

Imputed
Debt .
NPV of NPV of @10% Interest
QF Purchase Risk Expense
Contracts Contracys Facior @10%

2,657 512 317
2834 527 336
2932 512 344

3,009 496
3079 480 356
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The market is currently giving much less credence to the methodologies of Moody's
and Duff & Phelps. Moaody’s approach wouid impute a purchased power debt
component of $2.2 billion in 1998, while the Duff & Phelps figure is $1 billion. Both
of these imputed debt totals are substantiaily higher than the totals using the S&P
methodology. .
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13

Cost Effectiveness

With the exception of one 74.9 MW contract (Panda), all the QF 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 Jower.
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 fue} 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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The table below shaws the comparison of the total cost per MWh of QF capacity versus the
total cost per MWh of a natural gas combined cycle plant.

$MWh $/MWh* QF % of
Year QF FPC CC Total Capacity
1994 43.83 45.44 4.4%
1995 50.65 46.06 10.5%
1996 52,56 46.69 11.4%
1997 55.05 47.14 12.0%
1998 | 57.83 47.70 12.0%
1999 59.72 48.82 10.9%
2000 62.45 49.51 10.9%
2001 65.17 50.19 10.4%
2002 67.29 51.37 10.4%

*FPC’s combined cycle cost assumes a new site

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 factcr, 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 fixed 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.
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Characteristics of Purchased Power Contracts

Purchased Powt?r 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 inciude:

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 Qut Clause - Determines the financial risk associated
with purchased power contracts. If regulatory recovery is timely (i.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 FPC’s 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.
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The required disciosure 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, renewal/purchase 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 (i.e purchasing utility contracts for power before the facility is built and the price of
power is dependent on construction cost) and operating risk (i.¢ 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 and/or financial reporting obligations: FAS No. 5 "Accounting for
Contingencies", FAS No. 13 "Accounting for Leases”, and FAS No. 105 " Disciosure 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 purchasec 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 vatue of these payments discounted at 10% is $2.7 billion.
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On September 10, 1993, pursuant to a FPSC Notice of Propased 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 Impacts

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 deferring the need to construct new capacity.
The value of deferral cost therefore starts 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 Impaéts

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 cnsidering pursuing
a current deduction for these capacity payments through the IRS Appeals process. The
argument is that benefit for capacity is received over the term of the contract, beginning in
1988. FPC’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, FPC 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 Existing QF Contracts

The buy out of one or more cogen projects represents one possible alternative to solving the
operation and financial problems associated with FPC’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.
Existing 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 burn 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 resuit, although FPC would then have discretion over unit
dispatch, it would alse be placed in a pasition 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 FPC 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. Also, 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 capacity.

A buy out 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 permits or other
project elements were not in place. This NPV was interpreted as the vaiue of the project
10 the cogenerator and the minimum buy out price.

The potential change in utility costs due to a termination has been ca.culated by FPC and
other utilities by running a costing mode! and without the cogeneration project in operation.
No utility has so far actually estimated the impact of a buy out 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 terms. 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 1o terminate the PPA. Discounted savings
are calculated by the same formula, however, present values are employed rather than
undiscounted totais. To calculate present values, the discount rate most often employed has
been the utility’s cost of capital which is between 9% and 12%.
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After establishing a purchase price, the capital requirements for FPC to buy out a given
project may depend on FPC's ability to assume project debt versus issuing new first
morigage 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 reguiatory 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 ievel that does not fully support the investment in
steam producing facilities. Such a shift in revenue allocation relative to cost is immaterial
1o the existing cogeneration owner, but may pose a probiem for FPC’s 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 FPC'’s circumstances. The buy down payment to the
developer could be distributed aver many years and not structured as a single payment.

Tax Implications of Bﬁy Quts

The tax ramification-faced by FPC in buying out its contract obligation to purchase electricity
from co-generators is whether such expense of the buy-out 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.
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Recently, three private le:  -ulings (PLR) addresse :he tax issues involved when a
taxpayer negotiates a buy-ou - a long-term supply cont: . In PLR 9334005, the taxpaver
(a public utility) entered intc an agreement and mutua; :elease 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 above-mentioned rulings that the payments made to the coai
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 tangible real and personal
property would be considered intangible assets and amortized over 15 years, under Code
Section 197. :
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Theret:ore, the amount paid to terminate a burdensome high priced contract may resuit in
an ordinary and netcessary business expense and be currentl; 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 empioyed for FPC's
University of Florida cogeneration unit. For this unit, the price of steam is initiaily low then
escalates in future years. This revenue pattern resuits 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.

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
OT 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 regulatory 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
FPgC 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 © !.owances associated with self-dealing. no disaliowance of
payments to the QF have occ.  -d to date. It is not expected that QF payments will be
contested by state commission: 2 contracts with QFs are governed in oart by federal law
and generally have the suppo:. .. state commissions.

At FPC, approximately 90% of the fuel and capaci% costs are regulated by the FPSC and
the remaining 10% is regulated by FERC. The 90% of the capacity and energy costs are
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 remaininig cal.%cig and non-fuel costs are recovered at FERC in annual rate
cases. See Appendix 7 for FERC audit rulings.

Termination of QF Contracts

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

Material breach or nonperformance

One party prevents performance 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

. [ ] [ ] -+ . L ] L ] [ ]

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 FPC’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
simgjy 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 c;epgndent upon FPC’s need for additional generation capacity. In turn, the need
for capacity is a function of several major assumptions. These include:

1. The Long-Term Demand and Energy Forecast.
2. The approved additions and retirements of FPC’s generation capacity.

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

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 days/year 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 titied "New FPC capacity (MW)" indicates the
capacity additions necessary t0 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 1999/2000, 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 FPSC 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 shouid 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.
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Opcratioﬁal Strategy

The energy needs from QFs is variable with load, maintenance outages, and fuel costs.
When only vaniable 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 (i.e. 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 ioad conditions wouid 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 cogenerators 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 curtaiiments when "due to operational circumstances, purchases from
qualifying 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 cohtracts 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 curail their output 10 95 MW duri
¢ : ng off-peak hours.
negouations have resulted in a total reduction of 200 MW to dagre. d urs. - These

%The California Public Utilities Commission may have set a
precedent Dy recently denying Southern California Edison’s request for additional
equity associated 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 10
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 wouid result in an increase in our rates. Therefore, competitive pressures will
probably make this alternative unattractive.

3. A third ajternative is to buy out some of the existing QF contracts. However, it is not
certain that buy out 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 QF capacity to be bid out. The purchase
price for projects at or near completion would very likely be uneconomical, however
the buy out of projects not yet under construction should prove to be less costly.
Recently, projects that are complete have become available for buy out.

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 buy out. FPC has
determined, that from Mission Energy’s perspective, the project has a current value
of $125 million to $140 million at a 15% nominal discount rate. Therefore, the value
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to FPC from a ratepayer neutral perspective, is substantialiv below the tota
estimated project cost of $150.8 million and Mission Energy’s estimated hard costs
1o 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 couid 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. - . ‘

4. 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
mto.

5. A fifth alternative would be to renegotiate lower QF payments. This aiternative
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.
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The total NPV of 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.
NPV of Cost Difference | NPV of Cost Difference
Expected Gas at High Gas
Discount Rate Prices ($000) Prices ($000)
10% $848,400 $134,900
15% $570,000 $96,300
20% $406,200 $74,000
25% $304,500 $60,300
30% $238,300 $51,400

As demonstrated by the chart above, the negotiated discount rate and the fuel
forecast utilized, dramatically varies 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 5% reduction of the
capacity payment would be required for the contracts based upon TECO's Big Bend
coal to match FPC’s embedded cost.
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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 QF's financing,

also effect the buy down price.

Payment Required to Reduce Pasco Cogen’s
Capacity Payment to FPC’s Embedded Cost

NPV at Expected NPV at High
Discount Fuel Forecast Fuel Forecast
Rate ($000) (5000)
H 10% $88,700 s14000 |
[ 15% 561,800 510400 |
20% $46,000 8400 |

25% $36,100 $7,100
30% $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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Cogeneration Contracts based on Crystal River Coal
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Cogsneration Contracts hased on TECO Big Bend Coal
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FPC Embedded Gensration Cast vs. Cogeneration Cost
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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 ratepavers. 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 shouid 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 terms 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 £ 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 inciuded
fuel type to encourage fuei diversity; however, the contracts did not specify the fuel
type to be used. As a resuit, 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.
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Review regulatory options to improve the cost-effectiveness 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 committed on-peak capacity factor to the
minimum on-peak capacity factor of the avoided unit to be applied to the capacity

payment.

* Evaluating opportunities to buy out contracts should continue and be acted upon
promptly. Past evaluations have not provided cost-effective opportunities to buy out
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 (EPACT), the future impact of QFs
appears to be decreasing. The Exempt Wholesale Generators (EWGs) created by EPACT
will likely have the ability to be less expensive and more flexible than QF's because they do
not have to satisfy the PURPA requirements, including the steam host needs. Presently,
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 quaiifying
facility under PURPA, an EWG, or an Independent Power Producer (IPP).
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1994

1995
1996
1897
1888
1989

2001
2002

2008
2007
2008
2008
2010

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

Expected Gas Prices
Cegen Capacity Cogen Energy TOTAL TOTAL Diff. 6 CC Capital Energy + D&M TOTAL
Rev. Reg. Rev. Reg. Rev. Req. Rev. Req. Rev. Req. Rev. Regq. Rev. Req.
(4000) ($000) ($000) ($000) (4000) ($000) ($000)

$89,085 $114,564 $203,629 66,401 $53,843 $93,385 $147,228
$185,820 $161,480 $347,309 51,842 $107.474 $187,993 $295,467
$216,708 4178,726 4384 622 426,774 $131,733 $236,015 $367,748
$231,097 $183,480 $424 585 58,638 $126,602 $240,445 $366,047
$242,848 $203,246 446,001 477,389 $119,843 $248,849 $368,692
$265,001 $206,810 $480,611 164,001 $114.419 $262,161 $376,580
$268,317 $213,361 $481,678 $105,404 $108,244 $287,030 $376,274
$262,323 $220.389 $502,712 $120,622 $104,184 $277,896 $382,090
$293,528 $226 533 619,062 $130,549 488,173 $289,340 $388,513
$307.444 $232.262 $639,708 $144,969 494,162 $300,585 $394,737
4323420 $240,000 $563.489 $160,019 489,131 $314,338 $403,470
$338,506 $230.912 576,418 $170,805 $84,111 $323,502 $407,613
$356,699 $248.384 606,083 $198,872 479,001 $320,120 $408,211
$376,958 $267,182 $633,148 $219,464 $74,010 $339,624 $413,694
$374,902 $265.410 $630,319 $210,084 $69,049 $351,208 $420,255
394,958 $264,568 $659,627 $233,382 464,632 $361,613 $426,145
$416,298 274,229 46980,627 268,350 $61,044 $373,233 $434,277

Cusmulative Revenus Requirements 0,680,518 $2,303,475 46,377,041

Cumulative NPV Revenue Roquirements 3,988,449 $3,056,905

8.81%
PS930638 P5930640
Base Contracts w/Expected Gas Must Run CC's w/Expected Gas
24% Highet Revenue Requirements




A PAVE) 4

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

. High Gas Prices
Cogen Capacity Cogen Energy TOTAL TOTAL Ditf. 5 CC Capital Energy + O&M TOTAL
Rev. Reg. Rev. Req. Rev. Req. Rev. Reg. Rev. Reg. Rev. Req. Rev. Req.
(4000} (¢000) {$000) ($000) ($000) {$000) ($000)

1894 489,065 $114,564 $203,829 438,022 $53,643 $110,864 $164,707
1995 $185,820 $161,480 $347,309 $16,184 $107.474 $221,641 $329,115
1896 $216,788 $178,726 $304,522 ($17,256) $131,733 $280,045 $411,778
1897 $231,097 $183,488 $424,586 $4,018 $126,602 $294,965 $420,567
1998 242,848 $203,245 9446091 $12,644 $119,843 $313,604 $433,447
1898 $265,001 $206,810 $460,611 416,487 $114,419 $329,725 $444,144
2000 4268317 $213,361 4481878 $10,5692 $108,244 $361,842 471,086
2001 262323 4220388 602712 | $2.406 $104,194 $396,113 $500,307
2002 263,626 4226533 4618,062 48,269 89,173 $411,630 510,803
2003 4307, 444 $232,262 $639,706 418,161 $984,162 $420,403 $523,555
2004 4323429 $240,080 $563,489 426,205 489,131 $448,063 $537,194
2005 $338,605 4239912 $670.418 428,403 484,111 $467,904 $552,015
2006 $356,899 $248,384 $605,083 $36,244 $79,081 $488,748 $568,839
2007 $375,858 267,182 $633,148 $48.443 474,068 $612,636 $586,705
2008 $374,802 1265418 4830319 $23.473 469,049 $637.787 $606,846
2009 $394,968 4284, 568 4858627 $33,016 $64,632 561,980 $626,512

2010 $416,398 $274,229 $690,627 441,073 481,044 $588.610 $649,554
Cumulative Revenus Requirements 8,680,516 $343,342 $8,337,174
Comalative NPV Rovernue Roquirements 3,980,449 $,850,483

8.81%
PS930641 PS930642
Base Contracis wihigh gas Must Run CC's wihigh gas

4% Higher Revenue Requirements
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Capacity On-Line

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

Van Deman
Pinellas County Resource
Recovery 1 & 2

2800 110th Ave. N.

St. Petersburg, Fla. 33702
813/464.7565

Conzract Date: January, 1995

Mr. Ed Peters
Timber Energy
PO Box 199
Telogia, Fla. 32360
904/379-8341
Contract Date: April, 1992

FLORIDA POWER CORPORATION

Operating QF Contracts

Contract Capacity:
In-Setvice Date:

Primary Fuel Type:
Fuel Supplier:

Fuel Transportation:
Steam Host:
Location:
Developer:

Leader Finance Consortium:

Variable Costs:

Fixed Cost:

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

Fuel Supplier:

Fuel Transportation:

Steam Host:

Location:

Developer:

Leader Finance Consortium:
Variable Cost:

Fixed Cost:

In-Service Date:

Primary Fuel Type:

Fuei Supplier:

Fuel Transportation:

Steam Host:

Location:

Developer:

Leader Finance Consortium:
Variable Cost:

Fixed Cost:

$20.06/KW/Mo. in 1995

$16.04/KW/Mo. in 1995

55.75

April, 1983 &
June, 1986
Solid Waste

Truck

N/A

Pinellas County, Fla.
Wheelabrator

County Bond

Lesser of 9790 BTU/KWh
@TECO Big Bend #4
(521.75/MWh in 1995) or
FPC Marginal Fuel

12.765 MW
July, 1986
Wood

Truck

N/A

Telogia, Fla.

Timber Energy

Bonds

Lesser of 9790 BTU/KWh
@TECO Big Bend #4
{321.75/MWh in 1995) or
FPC Marginal Fuel
$16.04/KW/Mo. in 1995

Mr. Ted Sieckman / LFC Contract Capacity: 8.5 MW

4000 Kruse Way Place

Bldg. 1 Suite 25§ ,
Lake Qswego, Oregon 97035
503/636-9620

Contract Date: January, 1995

September, 1989
Wood

Truck

N/A
Madison, Fla.
LFC

Lesser of 9790 BTU/KWh
@TECO Big Bend #4
(321.75/MWh in 1995) or
FPC Marginal Fuel




Mr. Ted Sieckman / LFC
4000 Kruse Way Place

Bidg. 1 Suite 255

Lake Oswego, Oregon 97035
503/636-9620

Contract Date: January, 1995

Mr. Wm. G. Hudson
Bay County

3400 Transmitter Rd.
Panama City, Fla. 32404
904/784-6129

Contract Date: January, 1995

Lake County

3830 Rogers Industrial Pk. Rd.
Okahumpka, Fla. 34762
904/365-1611

Contract Date: January, 1995

Mr. George Ball-llovera

FLORIDA POWER CORPORATION
Operating QF Contracts

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

Fuel Suppiier:

Fuel Transportation:

Steam Host:

Location:

Developer:

Leader Finance Consortium:
Variable Cost:

Fixed Cost:
Contract Capacity:
In-Service Date:
Primary Fuel Type:

Fuel Supplier:

Fuel Transportation:

Steam Host:

Location:

Developer:

Leader Finance Consortium:
Variable Cost:

Fixed Cost:
Contract Capacity:
In-Service Date:
Primary Fuel Type:

Fuel Supplier:

Fuel Transportation:

Steam Host:

Location:

Developer:

Leader Finance Consortium:
Variable Cost:

$16.04/KW/Mo. in 1995

1275 MW
Sepiember, 1990
Solid Waste

85 MW
June, 1990
Wood

Truck

N/A
Monticello, Fla.
LFC

Lesser of 9790 BTU/KWh
@TECO Big Bend #4
(521.7SMWh in 1995) or
FPC Marginal Fuel

11 MW
April, 1988
Solid Waste

Truck

N/A

Panama City, Fla.
Westinghouse
County Bond
Lesser of 9790 BTU/KWh
@TECO Big Bend #4
(323.01/MWh in 1994) or
FPC Marginal Fuel

Truck

N/A
Okahumpka, Fla.
Ogden-Martin
County Bond
Lesser of 9790 BTU/KWh
@TECO Big Bend #4
($21.75/MWh in 1995) or
FPC Marginai Fuel
$20.06/ KW/Mo. in 1995
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Mr. Bob Sitz

Pasco County

PO Box 5478

Hudson, Fla. 34674
813/856-2917

Contract Date: January, 1995

Mr. Jorge Marin
Dade County
‘ 111 NW 1st St,, Suite 2800
Miami, Fla. 33128
305/594-1547

400246

FLORIDA POWER CORPORATION

Contract Date: November, 1991

Operating QF Coatracts

Contract Capacity:
In-Service Date:

Primary Fuel Type:

Fuel Supplier:

Fuel Transportation:

Steam Host:

Location:

Developer:

Leader Finance Consortium:
Variable Cost:

Fixed Cost:
Contract Capacity:
In-Service Date:
Primary Fuel Type:

Fuel Supplier:

Fuel Transporiation:
Steam Host:

Location:

Developer:

Leader Finance Consortium:
Variabie Cost:

Fixed Cost:

23 MW
March, 1991
Solid Waste

Truck

N/A

Near Hudson, Fla.
Ogden-Manin

County Bond

Lesser of 9790 BTU/KWh
@TECO Big Bend #4
(321.75/MWh in 1995) or
FPC Marginal Fuel

43 MW
November, 1991
Solid Waste

Truck

N/A

Miami, Fla.
Montenay Power
County Bond
9830 BTU/KWh @Crystal
River 1&2 ($18.28 MWh
in 1994)
$12.68/KW/Mo. in 1994




Hernan Cortez
Cargill Fertilizer
Hwy 60 West
Bartow, Fla. 33830
813/534-9897

Lake Cogen Limited

North Canadian Power

1551 N. Tustin Ave., Suite 900
Santa Ana, Calif. 92701
T14/550-4300

Elliott White

Pasco Cogen Limited
PO Box 2562
Tampa, Fla. 33601
813/272-0088

In-Service Date:
Primary Fuel Type:

Fuel Supplier:

Fuel Transportation:
Steam Host:
Location:

Facility Type:
Developer:

Leader Finance Consortium:

Variable Cost:

Contract Capacity:
Ia-Service Date:
Primary Fuel Type:

Fuel Supplier:

Fuel Transportation:

Steam Host:

Location:

Facility Type:

Developer:

Leader Finance Consortium:
" Variable Cost:

. Fixed Cost: $12.68/KW/Mo. in 1994

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

Fuel Transportation:
Steam Host:
Location:

Facility Type:
Developer:

Leader Finance Consortiom:

Variable Cost:

Fixed Cost:

102 MW ¢+ 10%

Ociober, 1992
Waste Heat From H, SO,
Process

Barge and Truck

Seminole Fertilizer
Muiberry

60 MW Waste Heat Rec ST
Cargill Fertilizer
Self-Finance

80% of 9830 BTU/KWh
@Crystal River 1&2
{314.63/MWh in 1994)

July, 1993

Natural Gas Combined Cycle H
North Canadian Qils

Peoples Gas

Goiden Gem Growers

Umatilla

106 MW 2-LM 6000 CC

North Canadian

Sale/Lease Back GECC

9830 BTU/KWh @Crystal River
1&2 ($18.28 MWh in 1994)

102 MW ¢ 10%
July, 1993
Natural Gas Combined Cycle
North Canadian Oils

Peoples Gas

Lykes Pasco

Dade City

106 MW 2-LM 6000 CC
Peoples Cogen/North Canadian
Prudential

9830 BTU/KWh @Crystal River
1&2 ($18.28/MWh in 1994)
$12.68/KW/Mo. in 1994

- -

400247

[ %
LS



m
) FLORIDA POWER CORPORATION
Operating QF Contracts
Roger Yott Contract Capacity: 792 MW
Orlando CoGen Limited LP In-Service Date: September, 1993
c/o Air Products & Chemicais Primary Fuel Type: Natural Gas Combined Cycle
7201 Hamilton Bivd, Fuel Supplier: ARCO
Allentown, PA 18195 Fuel Transportation: FGT Phase [II
215/481-3497 Steam Host: Air Products & Chemicals
Location: Orlando
Facility Type: 115 MW ABB 1IN CC
- Developer: Air Products
Leader Finance Consortium: The Sumitomo Bank, Ltd.
Variable Cost: 9830 BTU/KWh @Crystal River
1&2 ($18.28/MWh in 19¢4.
Fixed Cost: $12.62/KW/Mo. in 1994

FLORIDA POWER CORPORATION

QF Contracts Uader Construction
Macauley Whiting, Jr. " Contract Capacity: ' 36 MW ¢ 10%
- Ridge Generating Suation LP In-Service Date: May 1, 1954
400 N. New York Ave., #101 Primary Fuel Type: Tires and Wood Waste
Winter Park, Fla. 32789 Fuel Supplier: Various
407/628-8900 Fuel Transportation: Truck
' Steam Host: N/A
Location: East of Lakeland
Facility Type: Mass burn traveling grate
Developer: Decker Energy/Wheelabrator
Leader Finance Consortium: Wheelabrator
Variable Cost: 9830 BTU/KWh @Crystal River
1&2 (518.28/MWh in 1994)
Fixed Cost: $12.68/KW.Mo. in 1994
‘m

400248



William Malenius

Ark Energy, Inc.

23046 Avenida de la Cariota
Suite 400

Laguna Hills, Calif. 92653
714/588-3767

(Mulberry)

Jerry Glazer
El Dorado Energy Co.

12500 Fair Lakes Circle #420
Fairfax, Virginia 22033
703/222-0445

(Auburndale)

William Malenius

Ark Energy, Inc.

23046 Avenida de la Cariota
Suite 400

Laguna Hills, Calif. 92653
714/588-3767

(Orange Cogen)

QF Conums Undcr Construcuon

Contract Capacity:

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

Fuel Transportation:
Steam Host:
Location:

Facility Type:

" Developer:

Leader Finance Consortium:
Variable Cost:

F:xed Cost
Contract Capacuy-

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

Fuel Transportation: .

Steam Host:

Location:

Facility Type:

Developer:

Leader Finance Consortium:
Variable Cost:

FixedCos:

Contract Capacuy

In-Service Date:

Primary Fuel Type:

Fuel Supplier:

Fue! Transportation:

Steam Host:

Location:

Facility Type:

Developer:

Leader Finance Consortium:
Variable Cost:

F:xed Cost

518 93/!(me0 in 1994

FLORIDA POWER CORPORATION

72 MW + 10% (Mulberry)
28 MW ¢ 10% (Royster)
August 15, 1994

Natural Gas Combined Cycle
Chevron

FGT Phase II1

Ethanol Plant

Bartow

115 MW GE Frame 7EA CC
Ark Energy/CSW

General Electric Credit Corp.
80% of 9830 BTU/KWh
@Crystal River 1&2
($14.62/MWh in 1994)

103.9 MW + 10%
35 MW uncommitted

June 1, 1994

Natura! Gas Combined Cycle
Union Pacific Fuels

Central Florida Gas, Peoples
Gas

Fla Distillery/Adams Paclu'ng
Auburndale

150 MW W Frame 501D CC
Mission Energy

Mellon Bank

9830 BTU/KWh @Crystal River
1&2 (323.73/MWh in 1994)

Sll 10/KW/Mo. in 1994

74 MW -10% (CFR)

23 MW (1o TECO)
December, 1995

Natural Gas Combined Cycle

FGT Phase Ii
Orangeco

Bartow

106 MW 2 LM6000 CC
CFR/AP Cogen/ARK

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

$13 34IKW/M0 in 1995




FLORIDA POWER CORPORATION
QF Contracts Under Construction
Bob Taylor Contract Capacity: 3 @ 57.2 MW (General Peat)
Destec 36.5 MW ¢ 10% (EcoPeat)
2500 CityWest Blvd. Suite 150 6 MW (Timber Energy)
Houston, Texas 77042 In-Service Date: January, 1995
713/735-4330 Primary Fuel Type: Natural Gas Combined Cycle
(Tiger Bay) Fuel Supptier: ARCO
Fuel Transportation: FGT Phase III
Steam Host: Agrichem
Location: Fort Meade
Facility Type: 220 MW GE Frame 7F CC
Developer: General Peat/Destec/EcoEnergy
Leaser Finance Consortium: Fuji Bank
Variable Cost: Lesser of 9790 BTU/KWh
@TECO Big Bend #4
($21.75/MWh in 1995) or FPC
_ Marginal Fuel
Fixed Cost: $16.04/KW/Mo. in 1995
i[ FLORIDA POWER CORPORATION
; QF Coatracts Not Yet Under Construction J
Daroi Lindioff ' Contract Capacity: - A9 MW
Panda-Kathleen LP. In-Service Date: January, 1997
4100 Spring Valley, Suite 1001 Primary Fuel Type: Natural Gas Combined Cycle
Dallas, Texas 75244 Fuel Supplier:
214/980-7159 Fuet Transportation:
Steam Host: Erly Juice
Location: Lakeland
Facility Type: No finat decision i
Developer: Panda
Variable Cost: Lesser of 11,610 BTU/KWh
@Bartow Peaker Qil (566.41 in
Fixed Cost: 1997) or FPC marginal fuel
35.79/KW/Mo. in 1997

400250



FLORIDA POWER CORPORATION
QF Contracts Not Yet Under Construction

Baob Van Deman Contract Capacity: 40 MW
Pinellas Resource Recovery In-Service Date: January, 1996
2800 110th Ave. N. Primary Fuel Type: Solid Waste
St. Petersburg, Fla. 33702 Fue! Supplier:
813/464-7565 Fuel Transportation: Truck
Sieam Host: N/A
Location: Pinellas County
Facility Type: Mass burn traveling grate
Developer: Wheelabrator
Leader Finance Consortium:
Variable Cost: Lesser of 9790 BTU/KWh

@TECO Big Bend #4
($21L.75MWh in 1995) or FPC
marginal fuei

$20.06/KW/Mo. in 1995

Fixed Cost:

400251
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Year

1994
1985
1996
1997
19488
1999
2000
2001

2002
2003
2004
2005
2006
2007
2008
2008
2010
2011

2012
2013
2014
2015
2018
2017
2018
2019
2020
2021

2022
2023
2024

2025

Forecasted Payments for All Firm Cogeneration Contracts

$/MWH
43.83
50.85
52.56
55.05
§7.83
§9.72
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
158.97
163.74
171.92
182.95
189.12
225.43

203.87

{With Probabilities Applied)

Total
Payment
{000}
203,629
347,210
394,418
424,474
445,371
460,488
481,548
502,578
518,818
539,555
563,330
578,258
604,915
632,970
830,132
859,330
690,418
723,158
757,035
718,443
535,449
529,839
655,564
556,666
584,158
613,09%

- 643,618

€75,78%
706,102

729,896
$30,653
145,555

Capacity
Payment
(000}

- 89,065
185,762
215,736
231,032
242,776
254,927
268,238
282,240
293,440
307,350
323,328
338,399
366,586
375,835
374,773
394,823
416,253
439,005
483,010
445,934
350,594
348,248
385,647
375,891
396,915
419,390
443,180
468,389
495,076
511,494
397,023

96,594

Energy
Paymaent
(00Q)
114,584
161,448
178,682
193,442
203,195
205,561
213,310
220,336
225,479
232,208
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
193,708
200,437
207,397
211,025
218,402
133,630
48,961

MW
622
944
1,030
1,086
1,086
1,086
1,088
1,086
1,078
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
5438
548
350

96

MWH
{000)
4,646
6,855
7,505
7.711
7,711
7.711
7.711%
7.711
7.711
7.711
7.711
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
3.9
3,931
3,931
3.931
3.859
3.859
2,354
714



Yaar

1994
1996
1998

1998
199%
2000
2001
2002
2003
2004
2008
2008
2007
2008
2009
2010
2Mm
2012
2013
2014
2018
2018
2017
2018
2019
2020
2021
2022
2023
2024
2028

Forecasted Cogeneration Payments for Bay County

$SMWH

40.38
44.35
48.80
49.84
53.35
54.82
s7.81
80.64
63.83
86.79
70.18
70.27
73.92
77.80
s1.89 "
88.20
90.80
98.77
100.68"
37.98
39.18
40.45
41,78
43.11
44.51
45.9¢
47.48
48.99
N/A
N/A
N/A
N/A

400254

Total

Payment
2,878,144
3,162,748
3,337,308
3,554,144
3,839,580
3,909,104
4,122,%07
4,323,788
4,537,234
4,782,738
5,002.278
5,010,938
5,271,208
§,547,389
5.839.484
8,140,598
8,473,817
6.828,.480
7.178.848
2,708,301
2,793,409
2,084,070
2,977,608
3,074,218
3,172,089
3,277,038
3,383,488
3,493,387

o

c
o
o

Capacity

Paymant

975,480
1,824,920
1,726,560
1,831,480
1,948,320
2,089,780
2,199,120
2,338,400
2,482,920
2.638.880
2,803,600
2.979.240
3,185,380
3,363,300
3,574,880
3,797,840
4,030,880
4,290,000
4,557,960

0

o O © 0O o O © O O o O O

Energy
Payment
1,902,664
1,837,828
1,810,748
1,720,684
1,891,860
1,539,344
1,923,387
1,987,388
2,084,314
2.124.118
2,198,699
2,031,098
2,106,908
2,184,000
2,284,904
2,249,258
2,442,087
2,539,880
2,820,885
2,708,801
2.793,499
2,884,070
2,977,008
3,074,218
3,173,908
3,277.03¢
3,383,485
3,483,387
°

]
0
0

Fuel
Portion

1,833,288
1,499,068
1,570,784
1,679,421
1,849,118
1,796,482
1,878,122
1,940,897
2,006,183
2,074,428

2,147,458

1978600
2,081,018
2,127,198
2,208,101
2,289,297
2.379,088
2,473,488
2,583,407
2,638,982
2,721,218
2,809,258
2,900,177
2,994,073
3,001,042
3,191,186
3.294.810
3,401,422
o

0
L]
0

Varisble
O&M
69,376
3s.763
39,984
41,243
42,542
43,892
45,265
48,890
43,161
43,678
51,243
3,037
54,993
50,014
58,803
0,861
82,991
e5.196
87,478
89,839
72,284
74,814
77.432
20,142
82,947
$5.850
8,858
91,985
0

o
0
o

e ]

L

TN



Year
1994

199%
1996
1997

1998
1959
2000
2001

2002
2003
2004
2008
2008
2007
2008
2009
2010
o0

2012
2013
2014
2016
2018
2017
2018
2019
2020
2021
2022
2023
2024
202%

Forecasted Cogeneration Payments for Cargill

S$MWH

§7.00
$8.88
60.47
83.04
85.8)
88.52
71.5%
74.89
77.98
81.44
8E.07
%N
22.92
97.18
N/A
N/A
N/A
N/A
N/A
N/A
NiA
N/A
N/A
N/A
NIA
N/A
N/A
NiA
N/A
N/A
/A
N/A

-

Total

Payment
5,977.080

8,174,312
8.340,384
4,610,319
6,879.958
7.184,985
7,503,008
7.831.,579
8,176,880
8,540,019
3,920,248
9.322,839
9.743.683
10,188,201

o 0 o 0 0 0 0 0 0O 0 0 0 & O o 0o o

Capacity
Payment
3,488,400

3,688,600
3.883,800
4,050,000
4,2%8,200
4,473,000
4,703,400
4,941,000
8, '!'3.000
5,459,400
5,738,400
8,030,000
6,334,000
8,881,800
o

O o © o 0o 0 0O 0 0 0 0 0 & O O O

Energy
Payment
2,488 880

2,507,712
2,498,584
2,560,219
2,624,796
2,711,988
2,799,808
2.890,579
2,983,690
3.080,813
3,181,848
3.292.239
3,407,883
3,526,431
0

o O © 0 0 0 O O 0O © O 0 0 0 O 0 o

Fuel
Portion
1,817,188

1,908,881
1,855,343
1,898,573
1,927,498
1,979,033
2,028,904
2.080,033
2.132,4%
2,186,187
2,241,278
2,304,018
2,380,548
2,434,888

o 0 0 0 0 O 0 0 ¢ 0 0 © © 0 0 O o

Variable
oM
§71.472

800,832
831,240
681,748
837,300
732,952
770,700
810,548
851,440
894,432
940,589
989,803

1,038,138

1,091,562

]

o O © 0 0 O 0 O 0 O © © O 0O 0 O o



Forecasted Cogeneration Payments for Orange Cogen

Year

1994
1996
1996
1987
1998
1999
2000
2001
2002
2003
2004
2006
2008
2007
2008
2009
2010
2011
2012
2013
2014
201%
2018
2017
2018
2019
2020
2021
2022
2022
2024
2026

400256

$/MWH
NIA
N/A

53.17
55.98
9.32
60.74
63.87
68.38
69.23
72.18
78.27
78.56
82.00
25.50
$9.38 _
93.29
97.41
101.71
108.22
110.94
115.88
121.04
126.44
132.10
138.03
144.22
150.72
157.51 -
164.83
172.08
179.88
188.08

24,126,799
25,403,548
20,916,318
27,583,018
28,589,378
30,122,434
31,415,238
32,744,845
34,154,533
35,849,327

. 37,209,700

38,839,088
40,546,219
42,332,498
44,201,788
48,154,128
48,199,974
50,339,084
$2.580, 849
54,323,837
57,378,428
59,943,008
82,833,390
85,444,032
88,391,020
71,473,110
74,702,933
78,083,188
81,622,727
85,329,250

12,507,480
13,148,840
13,819,500
14,525,460
15,264,720
10,043,940
18,869,780
17,715,600
18,621,360
19,573,740
20,672,001
21,621,173
22,723,393
23,882,769
25,100,790
26,390,931
27,726,388
29,140,402
30,826,563
32,138,518
33,830,132
18,655,489
37,368,798
39,274,606
41,277,811
43,382,7¢9
45,595,291
47,920,880
50,364,804
52,933,198

11,819,319
12,258,708
13,096,815
13,038,358
13,824,858
14,078,494
14,548,458
15,029,245
15,533,573
18,078,187
18,837,700
17,218,492
17,822.308
18,449,728
19,100,898
19,773,208
20,473,818
21,199,282
21,954,088
22,738,120
23,548,296
24,388,140
25,284,598
26,189,428
27,113,409
28,090,341
29,107,842
30,182,548
31,258,124
32,396,052

Fuel
Portion
0
0
9,453,122
9,981,308
10,708,698
10,630,504
10,990,317
11,310,641
11,840,558
11,980,388
12,330,344
12,711,141
13,103,848
13,508,832
13,926,491
14,387,225
14,801,448
15,259,584
18,732,078
16,219,380
16,721,976
17,240,338
17,774,963
18,326,376
18,895,110
19,481,713
20,088,756
20,710,824
21,354,523
22,018,478
22,703,338
23,409,762

Veriabie
oM
0
0
2.188,197
2,275,397
2,388,117
2,507,784
2,834,341
2,787,853
2,904,500
31,048,808
3,203,229
3,385,048
3,533,858
3,709,681
3,095,874
4,092,501
4,299,550
4,513,624
4,741,538
4,879,898
5,232,110
5,494,788
5,771,333
6,081,764
8,389,489
6,887,712
7,028,654
7.379.517
7,753,119
8,144,069
8,554,787
8,986,290

Ar
b+ N



Year
1994
1996
1996
1997
1998
1999
2000
2001
2002
2003
2004
2008
2006
2007
2008
2009
2010
2011
2012
2013
2014
2018
2018
2017
2018
2019
2020
2021
2022
2023
2024
2026

Forecasted Cogeneration Payments for Dade County

$/MWH

43.58
45.2%
48,74
48.00
49.80
51.90
54.08
58.32
58.89
81.18
83.7¢%
88.50
69.29
72.40
75.56
78.88
02.32
85.94
89.73
98.52
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A

Tatal

Payment
14,037,539
14,576,308
14,882,282
15,480,303
18,040,202
18,718,688
17,413,100
18,141,474
18,902,827
19,808,319
20,832,595
21,420,494
22,348,033
23,319,682
24,334,498
25,408,123
26,814,078
17,681,111
28,903,819
26,821,400

0

o © D O 6 0 0 O O O O

Capacity
Payment
8,392,880
6,873,120
7,224,000
7,59%,520
7,977,380
8,385,000
8,813,280
9,262,200
9,736,920
10,232.280
10,758,800
11,308,580
11,870,320
12,487,200
13,121,880
13,787 840
14,494,440
185,237,480
18,016,840
15,424,530
o

o 0o o 0O 0 0 O O O 0 ©

Energy

Paymant
7,644,859
7,703,185
7,838,282
7.864,783
8,062,842
8,320,888
3,599,820
8,879,274
9,188,907
9,482,039
9.773.998

10,114,934
10,487,713
10,832,482
11,212,819
11,008,283
12,019,839
12,443,831
12,080,279

11,198,570

0

O 0 08 6O 00O O OGO O

Fusl
Portan
5,889,214
5,857,551
5,699,239
5.825,389
5.920,876
8,079,188
8,232,384
6,389,440
€.580,454
8,718,525
6.884,757
7.077.530
7,278,703
7.479,420
7,688,844
7,904,132

8,128,447

2,382,980
3,584,343
7,408,818

© 0 0O 0.0 O 0O 0O 0 O O O

Varisble
oM
1,755,448
1,845,834
1,939,043
2,038,894
2.141,968
2,2%1,480
2,367,438
2.429 334
2.815,453
2,747,514
2.9%9,238
3,037,404
3,192,012
3,353,082
3,523,775
3,704,181
3,884,190

4,090,671

4,300,038

3,791,25%
0

o o o O 0 O O O 0 o o

400257+~



Forecasted Cogeneration Payments for Auburndale

Total Capacity Energy Fuel Varisble

Your $MWH Payment Payment Peyment Porton oM
1994 41.48 22,982,283 9.824.62¢8 13,187,837 10,138,244 3,021,392
1996 42.53 40,420,495 17.891.984 22,728,801 17,282,997 5,445, 834
1998 43.28 41,133,459 18,586,328 22,537,101 18,815,889 5,721,242
1997 44.99 42,761,041 19,585,808 23,205,433 17.189.576 8,015,857
1998 48,65 44,332,112 20,542,298 22,788,817 17,489,840 8,313.97¢
1999 48.59 48,177,558 21,597,504 24.580,052 17,930,949 6,643,103
2000 50.58 48,088,021 22,493,024 28,374,197 18,388,980 8,985,237
2001 52.08 50,043,700 23,544,980 20,198,740 18.882,381 7.346,379
2002 S4.84 €2,122,78% 25,078,320 27,044,488 19,327,441 7.7¥7,024
2003 s7.11 54,273,881 26,382,792 27,921,109 19,814,482 8,106,877
2004 $9.80 8,548,148 27,700,488 29,834,058 20,313,018 9,524,840
2008 62.04 58,968,816 29,121,000 29.044 018 20,882,008 8,962,012
2008 64.88 §1,472,038 30,587,318 30,83%,508 21,487,317 9,418,190
2007 87.47 64,125,087 32,183,208 31,961,779 22,068,402 9,893,377
2008 70.37 48,877,458 33,784,084 32,083,392 22,884,218 10,397,074
2009 73.43 9,788,289 38,834,472 34,200,817 23,321,838 10,828,283
20170 78.80 - 72,794,238 37,329,098 38,484,540 23,974,537 11,490,002
201 78.93 75,983,810 39,248,268 38,718,584 24,848,828 12,069,729
2012 83.41 79,272,419 41,248,040 30,023,379 25,338,908 12,687,472
2013 87.03 $2,711,088 43,332,048 39,379,038 26,048,213 13,333,728
2014 N/A * e o o
2018 N/A o o ]
2018 N/A L+ o L+ ] o o]
2017 N/A o o 0 o o
2018 N/A 0 o o [+) )
2019 N/A o 0 0 o o
2020 N/A Q o 0 ° 0
2021 N/A ] o 0 o o
2022 N/A 0 0 o 0 0
2023 N/A [+ L] o 0 0
2024 N/A -] 0 e o 0
2028 N/A 0 o (] +) o

400258 ' =



Forecasted Cogeneration Payments for Lake Cogen

1994 44.03 37,884,184 17,447,986 20,406,179 15,720,302 4,885,877
1996 45.48 39,107,895 18,548,292 20,562,403 15,835,784 4,926,620
1996 46,38 39,881,203 19,492,048 20,389,155 15,213,198 5,175,960
1997 48.25 41,430,258 20,494,498 20,993,762 15,581,286 5,442,436
1998 49.84 42,852,319  21,329.870 21,522,449 15,804,319 5,717,630
1999 51.86 44,416,534 22,179,188 22,237,368 18,227,408 6.009,960
2000 3.0 46,262,745 23,306,920 22,985,825 18,836,339 €.319,438
2001 56.07 48,206,071 24,504,288 23,701,782 17,085,574 6,846,208
2002 53.40 50,210,329 25,743,427  24.466902 17,485,378 6,981,527
2003 80.88 $2,172,999 28,912,949 26,260,049 17,926,006 7.334.043
2004 63.09 54,242,181 28,152,087 26,090,094 18,377,742 7.712.382
2006 8581 54,586,321 29,580,145 27,000,178 18,882,319 8,107.887
2008 8s.87 $9,045,602 31,103,740 27,941,882 19,421,303 8,520,559
2007 71.84 61,592,582 32,677,027 20815556 13,965,100 8,950,456
2008 74.55 84,007,045 34,188,776 29,930,209 20,524,123 9,408,148
2009 77.88 66,712,560 35,726,140 30,986,429 21,090,798 9.887,831
2010 0.9 - $9,8634513 317,850,038  37.084.47¢  21,689.5885 10,394,909
2011 4,54 72.687,854 39,471,398 33,216,256  22,298.872  10,919.384
2012 $8.28 75,875,719 41,478,294 34,399,435 12,921,188 11,478,250
2013 92.18 48,2188 28,437,123 20,781,768 13,745,070 7.036,897
2014 N/A o o o 0 )
2018 N/A o ° o 0 ]
2016 N/A 0 0 o ° o
2017 N/A ° 0 0 o 0
2018 N/A 0 o 0 o Q
2019 N/A 0 0 o ] ]
2020 N/A o 0 o 0 ]
2021 N/A 0 o 0 ] o
2022 N/A o Q 0 o ]
2023 NIA o 0 0 ] 0
2024 N/A o 0 o 0 0
2028 NiA 0 ] o o 0

gnN2EgY ~




Year
1994
1996
1996

1998
1999
2000
2001
2002
2003
2004
2006
2008
2007
2008
2009
2010
201
2012
2013
2014
2018
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025

Forecasted Cogeneration Payments for Lake County

26.88
54.07
$7.13
80.86
88.59
67.32
71.14
74.83
70.7%
22.09
7.1
85.54
922.39
90.54
103.9%
109,78~
115.93
122.48
129.18
138.22
143.09
N/A
N/A
N/A
N/A
N/A
NiA
N/A
N/A
N/A
N/A
N/A

400260

Total

Paymant
2,503,382
5,100,543
5,388,004
5,741,222
8.187.0m
0.350'.001
é.711,0Mm
7.088,740
7,428,838
7,219,184
8,235,909
5.381,509
8,509,298
9,298,018
9.004.004
10,383,178
10,938,279
11,583,478
12,183,099
12,848.5C3
6.777.13}

© o o o ¢ 0 © & O O

Capacity
Payment
o
3,089,180
3,261,960
3,458,510
3,838,330
3,921,380
4,170,700
4433340
4,715,480
5,013,810
5,232,080
5.470,180
6,029,730
6,412,230
4.819,210
7.282,200
7.711273%
8,202,330
8,724,080
9,277,920
4,933,428

o 0 o © 0 ¢ 0 O 0o O O

Energy

Payment
2,803,382
2,031,282
2,127,044
2,272,712
2,498,181
2,428,411
2,840.2:1
28240
2,13,
2,908, 5:4
1,903,859
2,881.83%
2,778,088
2.882.788
2,989,500

3,100,878

3,223,849
3381142
3,489,803
3,571,882
1,843,698

© © 0 o 0 0 O 0o 0o O O

Fust
Portion
2,412,102
1.900,382
2,078,038
2,218,448
2,442,207
2,371,873
2,490,728
2,583,288
2,849,809
2,739,990
2,838,437
2,611,907
2,707,441
2,808,038
2,912,228
3,020,902
3,140,870
3,208,288
3,370,858
3,479,793
1,796,144
o

¢ o o 0 0 O O O O O

Variable
O&M
91,280
51,001
$2.607
54,285
55,974
87.737
59,558
81,412
83,237
85,363
87,422
89,782
72,224
74,752
77,188

80,076

82.879

88,780

88,782

91,889

47,553
0

o 0 0 © 0 0 0O ©0 0O ©

A

et b



Year
1994

1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2006
2008
2007
2008
2008
2010
2011
2012
2013
2014
2015
2018
2017
2018
2019
2020
2021
2022
2023
2024
2028

Forecasted Cogeneration Payments for LFC Madison

$MWH
26.68

48.80
51.55
54.89
59.19
80.57
63.94
67.18
70.81
74,24
78.12
78.58
22.30
87.2%
$2.04
97.07
102.45-
108.15
11383
120.03
120.47

133.31 -

140.52
148.18
168.27
104,02
173.08
183.80
193.68

203.12

212.38
N/A

Total

Payment
1,528,484

2,929,700
1,094,780
3,295,488
3,583,879
3,838,550
3.838.877
4,033,241
4,239,269
4,458,914
4,689,902
4,717,804
4,971,218
8,240,685

5,528,888

5.,827.838
8,180,821
8,492,950
4.038,892
7,206,012
7,502,984
2,003,7%0
8,430,349
2,895,961
3,381,650
9,898,842
10,439,768
11,018,485
11,628,724
12,194,681
12,780,913
o

Capacity
Payment
4]

1,838,080
1,740,120
1,849,260
1,968,580
2,091,000
2,223,800
2,364,360
2.914.300
2,673,420
1,843,760
3,023,280
3,215,040
3,419,040
3,638,200
31,867,840
4,112,840
4,373,780
4,082.220
4,948,020
5,262,180
%.507.760
5,882,720
4.332.1%0
4,738,080
7.183.480
7.819,400
$.104,920
8,621,040
9,091,770
9.577.59¢
Q

Energy

Payment
1,523,484

1,293,820
1,354,660
1,448,225
1,587,119

1,545,550

1,818,277
1,868,381
1,724,989
1,783,494
1,848,142
1,894,224
1.758,278
1,821,848
1.389,388
1,958,998
2.037. 981
2.119,1%
2.187.478
2.187.992
1,330,004
1,405,990
1,483,829
2,583,001
2,844,590
2,732,002
2,820,388
2.911.538
3,008,884
3,102,311
3,203,317
0

Fuei
Portion
1,472,751

1,262,480
1,322,540
1,413,093
1,582,943
1,510,297
1.878.914
1,631,372
1,636,279
1,742,526
1,804,977
1,081,817
1,712,177
1,776,004
1,842,118
1,911,103
1,887,378
2,000,818
2,133,271
2,201,887
2,272,738
2,345,889
2,421,424
2,499,419
2,579,988
2,683,118
2,748,986
2,837,667
2,929,219
3.023.770
3.121,407
0

Varigble
oM
58,733

31,140
32.120
33,132
34,178
38,282
38,362
37,508
38,090
38,909
41,188
42,600
44,098
45,841

47,239
48.092
50,803
82,374
54,207
86,108
58,068
80.101

82.204
84,301

686,83%
68,987
71.38¢%

73.47%
78,485
79,141

81,911

[+

400261
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Forecasted Cogeneration Payments for LFC Jefferson

Year
1994

1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2008
2008
2007
2000
2009
2010
2011
2012
2013
20%4
2016
2018
20%7
2018
2018
2020
2021
2022
2023
2024
2028

400262

$MWH
28.88

47.31
43 3¢
53.19
$7.32
58.84
81.8%7
84.98
88.27
71.7%
75.42
75.56
79.81
23.91
88.45
$3.37
985.43 -
103.89
109.40
1185.22
121.36
127.38
134,75
142.04
149.7%
187.%0
108.53
175.08
185,30

194.37 °

203.87
N/A

Total
Payment
1,528,484

3,001,860
3,169,991
3,374,742
3,837,308
3,720,748
3,925,816
4,122,892
4,331,800
4,552,483
4,788,858
4,794,448
5,081,277
5,323,908
5,012,254
5.917,984
6,245,040
6,581,837
6,941,383
7,310,513
7,700,411
8,114,188
2.548,97¢
9,012,087
$.501,824
10,018,878
10,588,553
11,148,792
11,780,710
12,332.419
12,922,508
0

Capacity
Payment
0

1,636,080
1,740,120
1,849,260
1,906,560
2,091,000
2,223,800
2,264,360
2,814,300
2,673,420
2,843,700
3,023,280
3,218,040
3,419,040
3,636,300
3.807.840
4,112,840
4,373,700
4,082.220
4,948,020
5,262,180
5,597,760
5.982.720
$.322.100
6,738,060
7.163.400
7,619,400
8,104,920
8,621,040
9,091,770
9.577.506
o

Enargy

Paymant
1,528,484

1,365,780
1,429,879
1,525,482
1,870,748
1,829,748
1,702,218
1,758,832
1,817,500
1.879,063
1,948,098
1,771,189
1.838,237
1,904,868
1,978,984

2,080,154

2,132,400
2.218.077
2.289.133
2,362,493
2.438,231
2.8518.428
2,597,158
2.880,%07
2,708,584
2,858,418
2,947,183
3,041,872
3,139,870
3,240,549
3,344,912
Qo

Fuel
Portion
1,472,781

1,334,841
1,397,751

1,492,350
1,838,570
1,894,492
1,868,883
1,721,024
1,778,819

1,838,184
1,903,933
1,728,882
1,792,139
1.489.22¢
1,920,718
2,001,262
2,081,797
2,168,702
2,234,926
2,306,388
2,320,163
2,486,324
2,834,952
2,816,128
2,009,929
2,780,448
2.878.772
2,967,993
3,063,208
3,181,507
3,263,001

0

Varisble
o&aMm
55,733

31,140
2,120
33,132
34,178
35,282
38,383
37,508
38.4%0
29,909
41,188
42,608
44,008
46,641
47.239
43,892
50,803
52.374
54,207
58,108
68,088
60,101
62,204
44,381
68,638
68,967
71,381
73.879
76,485
79,141
$f.Mm
0

el

T



Year
1994

1995
1998
1997
1998
1999
2000
2001
2002
2003
2004
2006
2008
2007
2008
2009
2010
2011
2012

2013

2014
018
2018
2017
2018
2019
2020
2021
2022
2023
2024
2028

Forecasted Cogeneration Payments for Timber New

$MWH
N/A

51.89
54.81
s58.12
82.52
84.21
87.78
71.28
74.9%5
79.85
83.04
N/A
N/A
N/A
N/A
N/A

‘N/A ~

N/A
N/A
N/A
NIA
NiA
NIA
N/A
N/A
NiA
N/A
NIA
NiA
N/A

NIA

N/A

Total

Paymaent
0

1,977.792
2,089,882
2,223,752
2,392,245
2.466,397
2,583,580
2,728,708
2,867,945
3.017,229
3.177,210
)

o O & 0 0 & © &6 0 0 0 0 O O 0 0 0 0 0o o

Capacity
Payment
0

1,154,880
1,228,320
1,306,360
1,388,160
1,476,000
1,589,800
1,868,960
1,774,800
1,087,120
2,007,360

o © o 0 0 0 0 0 O &6 0 0O 0 0 0 0 © 0 O o

Energy
Payment
0

822,912
861,342
918,392
1,004,085
980,897
1,023,960
1,087,748
1,003,148
1,130,119
1,168,850
0

© ¢ 0 o 0o © 0 0 0 0 0 0 0 0 0 0o 0 0 0 0O

Fuel
Portion
Q

805,082
842,929
899,400
984,494
980,889
1,003,115
1,038,245
1,070,987
1.107.241
1.148,253
o

© o ©¢ 0 0 0 © 0O 0 0o 0 0 0 © 0 O 0 0 O O

Variable
O&M
0

17.850
18,412
18,9393
19,591

20,208
20,845
21,501

22,178
22,877
23,598

0

o 0 0 © 0o O o 0o O 0 O O 0 0O o o 0 0O O o

400263

A



Your
1994

19986
1998
1997
1998
1999
2000
2001
2002
2003
2004
2006
2008
2007
2008
2009
2010
01
2012
2013
2014
2018
2018
2017
2018
2019
2020
2021
2022
2023
2024
2026

* Forecasted Cogeneration Pasyments for EcoPeat

$/MWH
N/A

61.84
63.38
88.08
88.81
71.88
75.09
78.40
21.88
25.54
89.38
83.44
97.68
102.17
106.85
111.76
116.89
122.2¢
127.90
133.7%
140,01
148.50
153.28
180.43
167.92
178.78%
153.98
192.59
201
211.12 :
221.0%
231.48

4002¢4

Totai

Paymant
0

8,018,296
18,445,235
17,193,386
17,902,592
18,701,909
19,538,023
20,397,701
21,303, 70
22,256,857
23,254,224
24,310,737
28,414,788
26,581,482

- 27,799,124

29,077,507
30,411,927
31,809,554
33,27%,732
34,808,003
38,420,309
33,115,168
319,280,738
41,739,708
43.090.02%
45,728,470
47,867,245
50,108,731
52,458,234
54,929,918
57,813,228
80,225,544

Capacity
Paymant
o]

4,907,133
10,316.338
10,840,500
11,389,752
11.972.730
12,589,434
13,225,410
13,899,930
14,612,994
15,389,784
16,140,300
18,959,360
17,831,418
18,742,020
19,700,802
20,702,946
21,758,088
22,888,220
24,027,368
26,200,774
26,547,180
27,896,220
29,322,348
30,820,748
32.391,414
34,043,988
38,773,488
37,599,672
39,526,872
41,840,796
43,600,718

Energy
Paymant
0

3,111,182
8,189,897
8,352,058
6,512,840
8,72%.17%
8,948,588
7,172,321
7,403,881
7,843,083
7,898,040
8,170,437
8,458,398
8,750,044
9,057,104
9.370.70%
9,708,981
10,081,488
10,409,504
10,780,837
11,187,818
11,567,988
11,984,514
12,417,258
12,369,282
13,328,258
13,823,257
14,328,283
14,858,082
18,403,043
15,972,442
18,584,828

Fuel
Pordon
«]

2,365,747
4,603,617
4,705,919
4,782,848
4,910,524
5,034,270
5,181,133
5,291,104
5,424,832
5,581,230
5,718,944
5,877,018
6,041,57¢%
6,210,740
8,384,840
4,583,410
8.747,186
6,936,107
7,130,318
7,319,987
7,538,208
7,748,192
7,963,088
4,186,081
2,415,281
8,850,888
2,893,113
91 4_2. 120
2.398.099
9,681,248
2.931.7¢1

Veriabie
O&M
0

745,414
1,566,281
1,848,938
1,730,194
1,818,855
1,912,320
2,611,188
2,112,658
2,219.3
2,333,810
2,453,493
1,578,379
2.708.409
2,840,384
2,992,08%
3,148,570
3,304,280
3,473,397
3,850,318
3.837.648
4,032,793
4,238,22%
4,454,274
4,883,232
4,919,995
8,172,369
5,438,150
5.713,542
8,004,944
8,311,198
6,633,087

At

{2



Year
1994
19396
1998
1997
1998
1999
2000
2001
2002
2003
2004
2008
2008
2007
2008
2009
2010
2011
2012
2013
2014
2018
2018
2017
2018
2019
2020
2021
2022
2023
2024
2028

Forecasted Cogeneration Payments for General Peat

$MWH
N/A
51.69
54.61
58.12
§2.52
$4.21
87.78
71.28
74,98
78.8%
83.04
83.42
37.9%
92.82
97.94
193.37
10918
115.35
121.59
128.19
135.16
142.57
150.37
158.6¢
167.43
178.72
186.58
198.98
208.02

218.27

228.8%
N/A

Total

Paymant
(o}

56,564,880
59,764,334
83,599,314
68,418,214
70,287,244
74,175,813
77,983,799
82,023,240
86,293,024
90,888,220
91,292,008
26,277,381
161,573,052
107,178,171
113,128,489
119,483,490
126,230,483
133,000,936
140,280,437
147,910,849
188,018,261
164,553,845
173,830,963
183,227,489
193,380,044

204,149,415

215,580,362

227,841,128

238,859,304

250,427,781
¢]

Capacity
Payment
0
33.029,588
35,129,952
37,333,298
39,701,376
42,213,800
44,890,580
47,732,258
50,758,280
53,971,832
57,410,496
41,034,888
84,908,584
9,024,384
73,410,480
78,084,304
83,028,944
88,298,496
93,920,112
99,891,792
108,234,128
113,004,898
120,174,912
127,838,138
135,968,978
144,617,618
153,822,240
163,824,032
174,043,584
183.548,792
193,354,762
Q

Enargy

Paymant
Q

23,535,282
24,834,382
28,286,018
28,716,838
28,053,844
29.28%,2%3
30.251,543
31,283,980
32,321,392
33,457,724
30,287,317
31,371,907
32,340,068
33,767.89
35,040,025
36,458,548
37,931,987
39,140,824
40,388,045
41,476,721
43,008,388
44,378,933
48,795,827
47,258,493
48,768,428
$0,327,17%
51,938,330
53,597,542
§5,312,812
57,082,999
0

Fuel
Portion
)
23,024,761
24,107,780
25,722,828
28,158,537
27,475,893
28,689,098
29,838,609
30,629,658
31,647,106
32,782,828
29,553,800
30,043,942
31,800,399
32,993,232
34,239,060
35,620,927
37,073,331
38.282.118
18,468,832
40,724,714
42,021,038
43,359,120
44,740,320
46,168,044
47,637,742
49,156,918
£0,728,112
£2,343.831
54,015,024
55,740,100
°

Vaciable
oM
o]
510,521
526,602
543,190
560,301
577,950
596,158
514,935
€34,305
854,288
874,896
690,517
722.966
748,269
774,458
801,564
829,619
54,658
838,709
919,303
952,007
986,327
1,019,814
1,088,507
1,092,450
1,130,685
1,170,259
1,211,219
1,253,811
1.297.488
1,342,900
0

400265
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Forecasted Cogeneration Payments for Orlando CoGen Ltd.

Yoaor $MWH
1994 44.11
1996 45233
1996 48.21
1997 48.08
1958 49.88
1599 51.98
2000 54.15
2001 58.42
2002 58.78
2003 81.2%
2004 63.88
20086 66.82
2006 89.50
2007 72.53
2000 75.09
2009 79.02
2010 82.48 -
201 86.10
2012 . $9.90
2013 93.08%
2014 98.02
2016 102.37
2018 1060
2017 mvn
2018 116.89
2018 121.92
2020 127.39
2021 133.12
2022 139.13
2023 145.43 |
2024 N/A
2028 N/A

400266

Towad

Payment
29,072,157

29,876,203
30,458,194
31,089,499
32,874,109
34,258,508
35,093.133
37,186,853
38,742.793
40,367,733
42,087,480
43,908,810
45,806,980
47.807,92%
49,937,838
52,085.088
54,352,297
56,750,144
59,253.819
81,357.19%¢
64,808,258
67,472,707
70,488,778
73,028,048
76.908.888
90,300,774
23,963,908
87,743,289
91,700,812
95,053.822
0
o

Capacity
Payment
13,429,182

14,113,440
14,828,240
15,598,084
18,378,382
17,211,744
18,098,618
19,017,504
19,986,912
21 :003..40
22,087,298
23,208,768
24,327,204
28,641,792
20,942,840
28,331,424
29,757,024
31,287,168
32,983,340
34,847,040
38,314,704
38,108,004
40,108,380
42,169,248
44,307,648
48,579,104
42,945,800
81,445,152
54,008,258
58,833,320
(]
o

Energy
Payment
15,643,008

16,762,763
16,829,954
18,093,435
16,498,717
17,048,781
17.597.817
18,169,354
18,785,281
19,383,893
20,000,190
20,697,842
21,418,722
22,166,137
22.943,998
23,783,831
24,598,373
28,402,97¢
26,369,979
27,310,158
28,290,472
29,304,723
30,359,89¢
31,456,308
32,601,240
33,781,670
25,017,908
36,297,217
37,633,256
39,019,913
0
)

Fusl
Pordon
12,080,496

11,986,107
11,882,158
11,921,317
12,118,886
12,439,638
12,783,114
13,074,492
13,403,970
13,741,780
14,088,042
14,482,507
14,888,017
186,304,881
15,733,418
10,173,984
16,826,828
17,092,376
17,670,962
18,082,949
18,568,712
19,088,036
19,623,117
20,172,588
20,737,397
21,318,044
21,914,949
22,528,567
23,159,367
23,807,830
o
o

Variable
oM
3,582,108

3,776,857
1,967,798
4,172,118
4,383,001
4,807,128
4,844,403
5,094,862
$,381.911
5,822,133
5,912,149
6,215,338
4,531,708
6,861,258
7,210,580
7,579,878
7.968,548
8,370,800
8,798,017
9,247,207
9.721,780
10,216,087
10,738,778
11,283,833
11,883,343
12,483,826
13,102,958
13,768,849
14,473,889
15,212,083
o
o

e
Al b



Yoor
1994

1995
1938
1997
1998
1999
2000
2001
2002
2003
2004
2006

2007

2008
2009
2010
201

2012
2013
2014
2018
2018
2017
2018
2019
2020
2021
2022
2023
2024
2026

Forecasted Cogeneration Payments for Panda

$MWH
N/A

N/A
N/A
54.78
80.53
$9.53
83.22
5.9
68.¢%
71.53
74.48
77.55
80.72
84.08
87.52
91.14

54.87 -
98.82
102.59
107.13
111.59
118.18
121.03
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A

Total

Paymem
Q

0
[+
11,316,860
12,510,887
12,303,581
13,086,813
13,622,454
14,188,048
14,784,448
18,288,485
18,027,437
16,682,818
17,373,013
18,088,237
19,837,102
19,000,269
20,423,394
21,264,900
22,142,536
23,063,187
24,012,189
25,014,180

®© 0 0 0o o 0 0 O

Capacity
Payment
0

0
0
3,903.03%
4,093,523
4.307,499
4,829,952
4,788,148
5,001,822
8,257,980
£.827,620
5,310,742
8,107,348
8,417,432
8,747,741
7,091,532
7,442,808
7,833,042
5,230,761
8,648,703
9,093,608
9.581,997
10,044,090

© 0 o 0o 0 0 0 0o 0

Energy
Payment
0

c

0
7,413,821
8,412,359
7,998,082
8,836,881
3,363,508
9,180,227
5,828,488
9,860,388
10,210.748
10,570.469
10,958,581
11,341,488
11,748,570
12,150 484
12,590,352
13,034,148
13,493,833
13,909,578
14,480,192
14,970,090

o

©O 0 0O 0O 0 0 0 O

Fuel
Portion
o]

o]

Q
7.184,022
4,153,904
1.713,108
8,243.57
8,546,239
8,857,267
9,174,242
9,498,341
9,827.877
10,171,848

10,817,454
10,898,122
11,277,488
11,872,198

12.080.728.

12,503,850

12,941,178

13,384,118

13,862,910

14,348,112
0

© © o 0o 0o © 0 ©

Varisble
oM
]

o
©

249,539
258,455
282,377
293,288
317,189
328,960
352,228
305,524
389,087
404.823
427,928
448,374
488,084
487,2¢¢
509.628
530,595
552,658
575,483
597,282
621,979
]

O 0 0 0 0O 0 0 O

400267
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Forecasted Cogeneration Payments for Pasco Cogen

Your
1994

1996
1998
1997
1998
1999
2000
2001
2002
2003
2004
2008
2008
2007
2000
2009
2010
2011
2012
2013
2014
2016
2018
2017
2018
2018
2020
2021
2022
2023
2024
2028

4NN2E8H

$MIWH
44,02

45.43
48.32
48.1%
49.77
51.59
53.73
55.99
58.32
$80.60
83.00
98.72

71.84
74.44
T7.48
80.37
84.42
88.12
92.02
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A

Total
Payment
37,593,547

38,798,454
39,562,278
41,188,907
42,508,818
44,080,097
45,890,949
47,818,001
49,908,626
§1,752.048
3,804,080
86,128,713
52,587,498
01,003,240
63.578.974
84,170,841
60,089,374
72,008.967
78,267,368
45,841,789
o

©o 0 0 0 ©¢ 0 0 © O 0 ©

Capacity
Payment
17,324,241

18,3719
19,309,880
20,302,959
21,130,82%
21,971,884
23,089,099
24,278,277
28,602.834
28,881,427
27,888,983
29,300,839
30,813,081
32,371,634
33,847,400
35,382,261
37,199,104
39,102,508
41,088,888
25,199,392
o

o o ¢ 0 0 0 0 0o o o O

Energy
Payment
20,269,308

20,424,483
20,252,398
20,852,940
21,378,089
22,088,213
22,801,850
23,542,304
24,302,792
28,090,819
28,915,097
26,813,074
27,754,444
28,721,807
28,729,814
30,778,580
31,888,270
32,993,481
34,108,703
20,842,376
0

o o o 0O 0 0 0 0 0 0o O

Fual
Partion
15,614,859

15,530,908
15,111,154
18,448,957
15,698,810
18,118,584
16,524,782
16,941,178
17,368,093
17,808,769
18,254,474
14,768,800
19,291,037
15.831.188
20,386.458
20,957,280
21,544,083
22,147,318
22,787,443
13.852.478
o

o 0O 00 © 0 0o 0 0 O ©

Variable
oM
4,854 447

4,893,575
5.141,243

5,405,991

5,879,280
5.969.849

6.277.098

6,801,829

8,934,899

7,284,850
7,860,822
8,053,478

8,48, 408

85.890,421

9,343,088

9,821,311

10,325,188
10,848,143
11,401,260
4,989,499

o

o o 0 o 0 0o 0 0 O o ©O

ar

-l



Yoar
1994

1995
1996
1997

1998
1999
2000
2001

2002
2003
2004
2006
2004
2007
2008
2009
2010
2011

2012
2013
2014
2018
2018
2017
2018
2019
2020
2021
2022
2023
2024
2026

Forecasted Cogeneration Payments for Pasco County

$/MWH
20.88

80.79

84.28

88.48

73.68

75.92

80.28

84.55

19.08

93.58

98.9%

100.99
106.62
112.01
118.9%
128.87

132.38

140.47
148.30
158.57
185.34
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A

N/A |

N/A
N/A

Total
Payment
3,763,254

8,574,021
9,065,831
9,885,599
10,390,996
10,707,008
11,322,955
11,924,104
12,564,150
13,240,238
13,961,832
14,242,560
15,037,767
15,882,053
16,776,018
17,723,733
18,737,792
19,811,804
20,915,433
22,082,343
23,318,230
0

o © o0 o0 0 0 O ¢ © O

Capacity
Peyment
o

5,838,580
5,884,320
6,258,920
6,854,380
7,073,880
7,523,760
7.998,480
8,506,320
9,044,620
9,618,800
10,228,580
10,877,180
11,587,180
12,301,320
13,082,400
13,913,160
14,796,360
15,737,520
18.736.840
17,799,240
o

o 0 O 60 0 0 0 0 O

Enetgy

Payment
3,763,254

3,037,481
3,181,511
3,398,679
3,738,838
3.833,128
3,799,198
3,925,824
4,057,830
4,198,718
4,343,022
4,014,000
4,180,807
4,314,893
4,474,698

4,641,333

4,824,832
5,015,444
5,177,913
5,345,703
5,518,990

© o 0 0 0 0 0o o O

Fuai
Pardon
3,828,038

2,960,793
3,102,428
3,317,104
3,882,492
3,546,334
3,708,887
3.833,278
3,982,573
4,097,457
4,241,479
3.909,09¢
4,052,034
4,202,521
4,358,392
4,520,957
4,700,043
4,886,434
5,044,450
5,207,569
£,378,02%
o

0 0 O O O O O O © O

Varisbie
oM
137,218

76,888
79,083
81,574
84,144
86,734
89,528
92,343
95,258
98,258
101,383
104,901
108,572
112,372
118,308
120.378
124,589
128,950
133,483
138,134
142,509
0

O 0O 0 © 0O O O 0 0 ©

4002CH
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Forecasted Cogeneration Payments for Pinellas County

Yoar
1994
1996

1998

1998
1999
2000
2001
2002
2003
2004
2008
2008
2007
2008
2009
2010
2011
2012
2013
2014
2018
201¢
2017
2018
2018
2020
2021
2022
2023
2024
2028

04200%

$MWH
28.88
§9.21

62.60
88.87
71.77
73.89
78.13
82.28
868.84
91.28
96.23
98.04
103.49
109.27
115.40
121.5%

128.84 _

1368.20
143.75
181.74
180.19
189.18
178.67
188.73
199.40
210.70
222.68
235.39
245.84

26131 -

27418
N/A

Total
Payment
9,512,738
21,108,806

22,318,323
23,789,021
25,587,309
26,342,626
27,883,282
29,323,947
30,889,519
32,543,059
34,307,465
34,950,998
36,894,132
38,957,188
41,141,154
43,456,168
48,933,828
48,567,612
51,249,998
54,096,334
57,110,448
80,312,863
$3.697,372
67,284,532
71,088,232
785,118,688
79,387,508
83917622
88.713,338
3,169,731
97.747.918
0

Capacity
Psymam
0
13,420,140

14,263,080
15,168,230
16,129,590
17,148,470
18,236,940
19,387,820
20,810,580
21,923,130
23,314,850

24,793,140

20,308,2%0
28.027.7%0
29,017,330
31,710,800
33,724,290
315,808,090
35,148,280
40,568,180
43,143,810
45,893,400
48,810,240
51,914,400
5,219,260
58,731,510
682,471,220
48,451,770
70,679,850
74,539,980
78,522,537
o

Energy

Paymant
9,512,738
7.888.886

8,053,243
8,602,791
9,457,713
9,196,156
9,618,342
9.336,327
10,270,939
10,619.929
10,992.818
10,157,858
10,828,892
10,919,378
11,323.024
11,748,586
12.200,538
12.692.822
13,103,018
13,820,174
13.906,63¢
14,419,483
14,887,132
18,370,132
15,308,972
18,384,178
18,916,206
17,488,883
18,033,488
18,619,781
19,226,279
o

Fuel
Portion
9,185,875
7,494,885

7,883,338
2,398,529
9,245,021
2,976,758
$,390,033
9,702,889
10,030,148
10,371,583
10,738,815
9.882,.6M
10,284,444
10,838,321
11,028,928
11,441,201
11,894,508
12,346,583
12,768,281
13,179,000
13,808,240
14,045,419
14,499,998
14,989,448
18,484,282
15,964,981
18,472,039
17,008,067
17,557,590
181 2.7.206
18,718,494
o

Varisbie
Q&M
346,38
193,801

199,906
206,203
212,898
219,398
228,209
233,438
240,791
248,328
258.200
265,167
274,443
284,054
293.99¢
304.288

314,938

325,958
337,367
343,175
361,338
374,048
as7.138
400,856
414,710
429,225
444,249
453,798
475,589
492,545
509,784
0

—tt
i g



Forecasted Cogeneration Payments for Pinellas County (North)

Yoar
1994
1996

1998
1997
1998
1999
2000
2001
2002
2003
2004
2008
2008
2007
2008
2009
2010
201

2012

2013
2014
2018
2018
2017
2018
2019
2020
2021
2022
2023
2024
2025

$MWH
N/A
N/A

81.53
85.54
70.57
72.81
78.78
80.80
85.10
89.84
94.49
98.18
101,51
107.18
113.17
119.52
128.32 |
133.52
140.90
148.70
158,97
185,74
17%.02
184.8%
195,27

218.01
230.42
243.58
285.73
268.31
N/A

Total

Payment
]

0
4,042,504
4,305,778
4,838,130
4,770,327
5,043,382
§,308,731
5,501,198
5,889.510
8,207,827
6,319,188
8,088,533
7,041,433
7,435,228

7,862,549

3,290,282
8.772.200
9,287,220
9,749,860
10,312,883
10,889,313
11,488,487
12,144,508
12,829,237
13,884,183
14,223,043

18,138,323

16,001,328

16,801,769

17,627,719
o

Capacity
Payment
Q
o]

2,558,400
2,720,400
2.893,200
3,075,800
3,271,200
1,477,800
3,698,400
3,932,400
4,182,000
4,447,200
4,729,200
$.029,200
5,348,400
$,688,000
0,049,200
0,433,200
6,842,400
7,276,800
7.738.300
8,232,000
9,758,200
$,312,000
9,904,800
10,534,800
11,208,600
11,219,800
12,878,000
12,370,400
14,084,760
)

Energy
Payment
0
o

1,484,104
1,585,378
1,742,930
1,694,727
1,772,182
1,831,101
1.892,7%¢
1,987,110
2,028,827
1.871.958
1.$40.333
2,012.293
2,028,228
2,184,549
2,280,082
2,339,080
2,414,820
2,493,080
2,873.283
2,657,313
2,743,487
2,832,508
2.924,437
3,019,283
3,117,443
3,218,723
3,323.328
3,421,309
3,542,959
0

Fuel
Pordon
Q
(o}

1,447,284
1,547,278
1,703,732
1,854,298
1.730.488
1.788,112
1.848,42)

1911337
1,870,812
1,823,009
1,889,758
1,989,948
2,032,848
2,108,474
2,192,014
2.278.30

2,352,843
2,428,012
2,807,262
2,588.381

2,671,183
2,758,687
2,848,012
2.940.282
3,038,574
3,133,989
3,235,828
3,340,599
3,449,013

0

Variable
oM
0
]

38.840
38,000
39,197
40,432
41,708
43,020
44,375
48,773
47,214
43,367
80,577
52,347
54,179
56,078
53,028
80,070
62,172
64,348
86,800
68,931

71,344
73,841

78,425
79,100
81,269
84,734
87,700
90,789

93,948

0

400271

e
V20




Forecasted Cogeneration Payments for Ridge Generating Station

Yaar
1994

1996
199¢
1997
1998
1999
2000
2001
2002
2003
2004
2005
2008
2007
2008
2009
2010
20N
2012
2013
2014
2018
2018
2017
2018
2013
2020
2021
2022
2023
2024
2028

400272,

$/MWH
$4.02

54.21
54.00
5471
$5.32
58.1%
54.99
57.46
58.75
59.87
60.64
&1.49
82.7%
43.92
85.10
04.32

87.81 -

48.92
70.30
nmn
7.1
TATS
7638
78.02
79.78
81.54
83.42
£5.3¢
87.2%
59.20
N/A
N/A

3
L4

Tatal
Payment
12,509,588

16,735,548
18,871,338
16,890,440
17,080,282
17,338,998
17,594,983
17,882,544
18,137,588
18,422,391
18,720,440
19,047,241
15,288,388
19,735,021
20,098,388
20,473,837
20.372,929
21,279,330
21,704,189
12,144,588
12,803,789
23,078,088
23,573,180
24,088,778
24,823,043
25,178,881
28,758,000
26,354,218

26,990,148

18,277,749
L)
0

Capacity
Paymant
7.013,952

9,351,938
9,381,936
5,351,938
9,351,938
9,351,936
9,381,938
9,381,938
5,381 ::8
!.3'51. L)
9,381.2:8
9,351,938
#,351.938
5,351,930
2,351,938
9,361,938
9,381.%3¢
9,381,836
8,381,938
2,381,936
9,351,938
2,351,938
9,351,930
9,351,938
9,351,938
9,381,938
9,351,006
9.361.02¢
9,351,938

o

]

o

Energy
Payment
5,495,834

7.383.810
7,321,400
7,538,504
7,728,348
7.985,0682
4,243,047
4,510,908
3,798,8%
9,070,458
2,384,510
9.498,308
10,033,449
10,383,088
10,747,482
11,124,701
11,520.980
11,827,384
12,382,252
12,792,082
13,291,863
13,728,948
14,221,214
14,734,833
15,271,107
18,824,048
18,403,124
17,002,380
17,828,209
18,277,749
o
]

Fuel
Portion
4,233,870

5,814,545
$,482,300
5,584,198
5,875,242
5,328,987
5,973,827
8,124,367
8,278,702
6,438,925
6,599,128
6,782,911
8.373,881
7.169,129
7.389,884
7.578,221
7.783.385
8,008,429
$,230,809
8,481,068
8,897,378
3.941,519
9,191,881
9,449,254
9,713,323
9,988,020

10,288,423

10,552,858

10,848,338

11,182,089

o
0

Veriable
oM
1,281,984

1,769,088
1,058,599
1,954,308
2,053,104
2,158,078
2,268,220
2,388,540
2,500,948
2,833,530
2,769,375
2,911,394
3,059,588
3,213,987
3,377,588
3,550,481
3,732,838
3,920,965
4,121,845
4,331,588
4,582,877
4,78%,430
5.029,333
5,288,588
5.587.274
5.838,22%
8,137,700
5,449,525
8,778,874
7,125,880
o
o

i



Year
1954
1998
19968

1997
1998
1999
2000
2001

2003
2004
2006
2006
2007
2008
2009
2010
201
20172
2013
204
2018
2018
2017
2018
2019
2020
2021
2022
2023
2024
2028

Forecasted Cogeneration Payments for Timber Energy

SMWH
54.59
£€7.2%
80.23

83.81
68.35
89.54
73.32
78.77
78.38
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
NiA
N/A
N/A
KiA
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A

Total
Payment
5,127,623
5,380,913
8,657,831

5.993.988
8,420,051
8,559,901
8,892,828
7.210.718
1,840,028

o o 0 © 0 O © © o 0o & ©o O 0 0 0 0 O O O O O O

Capacity
Payment
3,121,043
3,289,158
3,487,229

3,854,878

3,851,711

4,080,038

4,279,488

4,510,768

1,142,340
"0

o © o 0O D O O O 0 0o O O O 0O 0 O 0 0 O O O

Energy
Paymaent
2,008,580
2,091,758
2,190,802

2,339,083
1,563,340
2,499,945
2,813,181
2,099,950
687,084
0

© 0 0o 0 0 0 00 0 O 0 ©0 ©C O 0 00O 0 0 O O O

Fuel
Portion
1.957.079
2,040,898
2.137,933

2,284,785
2,512,300
2,442,140
2,583,838
1,838,448
as1.828
]

o o 0O 9 0 0 0 & 0 0 0 0 0 0 0 0 0 Q O 0o O

Variable
oM
49,502
51,081
$2,889

54,328

$6.040

£7.805

59,828

81,504

15,980
)

o o 0 0 o 0o © 0o 0 O O 0 0 0O O O 0 0 0 0 o O
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Forecasted Cageneration Payments for Polk Power Partners

Your

1954
1396
1998
1997
1998
1999
2000
2001
2002
2003
2004
2008
200¢
2007
2008
2009
2010
2011
2012
2013
2014
2016
2018
2017
2078
2019
2020
2021
2022
2023
2024
2028

$MWH
59.25
81.20
62.89
65.50
88.21
71.03
73.8%
78.78
79.8
82.58
86.29
9C.00
34.08
98.38
103.23
107.94
112.39
118.05
123.49
129.18

138.12

141,38
147.93
154,78
181.99
169.50
177.41
185.68
194.38
203.47
N/A
N/A

400274 -

Total
Payment
14,760,899
45,703,936
46,968,458
43,991,577
£1,011.,018
53,047,014
5,148,971
57,325,918
$9.599.2%)
81,570,403
64,437,450
67,212,671
70,258,110
73,453,541
$5,507.458
58,040,238
80,804,248

. 83,473,900

88,390,743
69,457,194
72,651,933
76,016,918
79,530,838
83,227 %28
87,088,212
91,140,491
95,289,882
99,838,343
104,518,382
109,403,682

)

4]

Capacity
Paymant
10,047,000
27,844,080
29,259,120
30,757.058
32,317,298
33,732,338
35,211,284
38,738,230
38,348,112
40,030,320
41,778,413
43,781,154
45,988,888
48,338,400
30,789,384
38,882,272
40,829,600
42,701,472
44,887,292
42,177,888
45,572,864
82,110,432
54,771,552
§7.,588.723
80,502,484
83,381,780
60,822,824
70,225,058
73,817,588
77,571,848
Q0
0

Energy
Payment
e, 713,859
17,859,858
17,709,378
18,234,521
18,893,722
19.314.478
19.938.,707
20,588,822
21,281,181
21,940,083
22,681,024
23,481,503
24,209,422
25,118,141
18,717,472
18,377,983
20,084,848
20,772,420
21,512,381
22.279.338
22,079,009
23,908,484
24,767,283
25,881,798
26,598,748
27,588,721
28,587,238
29,610,087
30,700,814
31,832,034
L
[«

Fuel
Portion
5,172,030
13,580,750
13,213,702
13,507,340
13,727,588
14,094 818
14,449,800
14,813,938
15,187,248
15,569,963
15,962,328
18,409,273
16,868,733
17,341,057
12,838,167
13,194,541
13,583,988
13,943,780
14,334,204
14,738,584
185,148,180
18,572,308
18,008,333
18,450,508
16,917,380
17,391,036
17,877,988
18,378,568

18,893,168

19,422,177
°
o

Varisbis
oM
1,541,889
4,279,107
4,495,678
4,727,181
4,966,154
$.220.082
5,488,907
5,772,837
8,083,938
8,370,119
8,898,708
7,042,230
7,400,889
7,774,084
5,882,318
6,183.42%
8,500,858
8,828,042
7,178,148
7,843,774
7,930,910
8,334,178
4,7%8,951
9,208,232
9,678,298
10,167,898
10,889,253
11,232,019
11,807,848
12,409.858
0
Q

.
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Year
1984
1996
1986
1987
1998
1999
2000
2001
2002

2004
2006
2008
2007

2008
2009
2010
2011

2012
2013
2014
2018
2018
2017
2018
2019
2020
2021
2022
2023
2024
202%

Forecasted Cogeneration Payments for Tiger Bay

SMWH
N/A
52.71
58.25
59.61
83.70
85.64
69.15
72.00
76.25
80.10
84.22
85.35
89.84
94.81
99.65
104.99

110.86
116.68
122.00
129.26
136.09
143.32
150.93
159.00
167.83
176.83
186.08
196.14
208.79
216.90 .-
227.35
231.48

Total

Paymant
0

66,560,936
78,339,232
83.016,422
88,713,081
91,428,049
26,308,398
101,108,236
108,194,968
111,567,120
117,300,284
118,802,742
121,692,849
128,154,514
134,977,294
142,202,996
149,895,417
158,040,038
188,336,668
175,088,440
184,329,238
194,130,429
204,434,581
218,370,669
226,917,498
239,112,713
252.018,660
268,687,094
280,096,480
293,789,219
307,950,999
80,225,544

Capacity
Paymant
0

39,091,581
48,873,810
49,479,158
52,479,288
55,682,330
59,049,534
82,826,828
86,434,010
70,471,748
74,777,840
77,174,948
21,868,344
86,085,002
92,152.500
97.788.888
103,729,890
110,086,584
116,788,340
123,919,158
131,494,902
139,558,076
148,071,132
157,157,484
166,789,722
177,008,030
187.866,228
199,402,500
211,843,286
223,073,864
234,895,558
43,580,718

Energy

Payment
o)
27,469,385
31,665,822
33,537,288
36,233,763
35,783,719
37.255,802
38,481,810
39,760,988
41,098,374
42,522,814
38,437,754
39,827,308
41,298,712
42,824,794
44,417,329
48,145,527
47,983,452
49,550,328
51,189,202
52,844,338
54,574,382
56,363,449
58,213,108
60,127,776
82,103,883
64,150,432
68,264,594
68,453,204
70,715,558
73,058,441
18,584,828

Fuel
Portion
0
26,195,570
29,584,228
31,328,146
32,923,877
33,348,908
34,728,433
35,233,987
38,991,018
3,198,880
39,490,311
35,275,748
36,525,981
37,841,978
39,203,972
40,821,701
42,190,337
43,820,517
45,188,223
48,599,150
43,054,881
49,558,244
51,108,311
$2,703,405
54,352,098
58,053,003
$7.807.804
59,618,225
61,488,051
83,413,124
85,401,346
9.931.761

Varisble
oM
e}

1,273,788
2,111,296
2,209,118
2,310,088
2,416,813
2,829,320
2,647,823
2,789,141
2,896,494
3,032,304
3,152.010
3,301,344
3,458,738
3,820,822
3,793,829
3,975,189
4,162,938
4,361,108
4,570,132
4,789,858
5,018,110
5,258,138
5,509,781
$.775.681
4,050,880
8,342,628
8,648,389
8,967,154
7,302,431
7,854,098
6,833,067
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!} . No.

157

_CONSERVAT "ON GOALS AND RELATED MATTERS

CEAPTER 25-17%

PART III

UTILITIES' OBLIGATIONS WITE REGARD T0O
COGINERATORS AND SMALL POWER PRODUCIRS

=35=-17.080 Definitions and Qualifying Criterias

25-17.081 Reserved

25-17.082 The Utility's Obligatiocm to Purchase

25-17.082% As-Available Energy

25-17.081 Pirm Energy and Capacity (Repealed)

25-17.0831 Coatracts (Repealed)

25=17.0832 rira Capacity and Raergy Coatracts

25-17.0833 Placaiog Kearings

25-17.0834 Settlesent of Disputes ia Coatract Negotiatioans

25-17.083% ‘Wheal (Repealed)

25-17.084 The Utility‘'s Obligatioa to Ssll)

2%-17.08% Reserved

25-17.086 Periods During Which Purchases Are Not Required

2%-17.087 Iatercoasection and Stamdards

25-17.088 <Transaissios Service for Qualifying Pacilities (Repealed)
25-17.0882 Transaission Service Not Required for Self-Service (Repealed)
35-17.0883 Conditions Requiriag Transaissioa Service for Self-service
25-17.089 Traassaigsioa Service for Qualifyisg PFacilities

25-17.090 Reserved

25-17.091 Govermaental $olid Waste Energy and Capacity

25-17.080 Defizitioss and Qualifyisg Criteria.

(1) For the purpose of these rules the Commission adopts the Federal Energy
Regulatory Comaission Rules 292.101 through 292.207, effective March 20, 1980,
regarding definitions and criteria that a small power producer Or cogenerator must
aeet to achieve the status of & qualifying facility. Saall power producers and
cogenerators which fail to seet the FERC criteria for achieving qualifying facility
status but otherwvise meet the objectives of economically reducing Florida's
dependence on oll and the sconomic deferral of utility power plant expenditures may
petition the Commission to be granted qualifying facility status for the purpose
of receiving energy and capacity payments pursuant to these rules,

(2} Iin general, under cthe FERC requlations, a small power producer is 2
qualtifying facilicy if:

(a) the small powsr producer does not exceed $0 MW; and

(b} the primary (at ieast 50%) snergy scurce of tha small power producer .s
biomsss, waste, Or another renevable rescurce; and :

(c) the small power productica facility is not owned Dy ¢ person primarily
engaged in the generaticn or sale of electricity. This criterion is met if less
than S0\ of the equity interest in the facility is owned by a utility, utility
holding company, or a eubsidiary of thea.

{3} In general, under the FERC regulations, & cogenerator is a qualifying .
facilicy if: .

(a) the useful thermal energy output of a topping cycle cogeneration facility
is not less than 5% of the facility's total energy output per year; and

(b) the useful power cutput plus half of the useful thermal energy output of
a topping cycle cogeneration facility Built after March 13, 1980, with any energy
input of natural gas or oil is greater than 42.5% or 45t if the useful thermal

energy output is less than 15\ of the total energy output of the facility; ane
' {¢) the useful power output Of a bottoming cycle cogeneration facility built
after March 13, 1980, with any energy input as supplementary firing of natural gas
or oil is not less than (5% of the natural gas or oil input on an annual basis; and

17-19 :
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(d) the cogeneration facility is not owned Dy a person primarily engiged in
the generation or sale of electricity. This criterion is met if less than S0y of
the equity interest in the facility is owned by a utility, utility holding company,
or a subsidiary of them.
specific Authority: 366.05(%), 350.127(2), r.8.

Lawv Isplemented: 366.05(%), r.S.
Zistoryr MNew $/11/81, hmeaded 9/4/83, formwerly 23-17.80.

25=-17.081 Reserved.

28=17.082 The Utility's Obligatioa to Purchbass; Custoser's Salectica of
Billing Method.

{1} Upon coapliance by the qualifying faecility with Rule 25-17.087, each
utility shall purchase electricity produced and sold by qualifying facilities at
rates which have Bean agreed upon by the utility and qQualifying facility or at the
utility's published tariff. ©Fach utility shall file a tariff or tariffs and a
standazd offer contract or contracts for the purchase of enargy and capacity from
qualifying facilities which reflects the provisions set forth in these rules.

{2} Unless the Coamission determines that alternative setering requirements
cause no advarss effect on the cost or reliability of electric service to the
utility's general body of customers, sach tariff and etandard offer contract shall
spacify the following sstering requirements for billing purposes:

(a) Hourly recording meters shall be reqQuired for Qualifying facilities with
an installed capacity of 100 kilewatts or more.

(b} PFor qualifying facilities with an installed capacity of less than 100
xilowatts, at the option of the qualifying facility, either hourly recording
meters, dual kilowatt-hour register time-of-day meters, or standard kilowatt-hour
meters shall be installed. Unless special circumstances warrant, meters shall be.
read at monthly intervals on the approximste corresponding day of each meter
reading period.

(3)(a) A qualifying facility, upon entering into a contract for the sale of
firm capacity and energy or prior to delivery of as-avallable energy to & utility,
shall slect to make either simultanecus pucchases from the interconnecting utilicy
and sales to the purchasing utility orf net sales to the purchasing utility. Onece
pade, the selection of a billing methodology may only be changed:

1. when @ qualifying facillicy selling as-available energy enters into
& negotiated contract or standard offer contract for the sale of
firm capacity and ensrgy; or

2. when a firm capacity and energy contract expires or is lawfully
terminated by either the qualifying facility or the purchasing
utility; or

3. when the qualifying facility is selling as-availadble energy and has
not changed Pilling methods within the last twelve sonths; and

4. when the election to change billing sethods will not contravene the
provisions of Rule 25~17.0832 or any coatract between the qualifying
facility and the utility.

Firm capacity and energy contracts in effect prior to the effective date of this
rule shall resmain unchanged. '

{(b) If a qualifying facility elects to change billing methods in accordance
with this rule, such change shall be subject to the following provisions:

1. upon at least thirty days advance writtea notice;

2. upon the installation by the utility of any additional metering
equipment reasonably required to effect the change in billing and
upon payment Dy the qualifying facility for such metering equipment
and ite installation; and
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3. upon completion and approval by the utility of any alterations to
:2:1::;¢t::raoction reasonably required to effect the change in
a upen nt b alifyi ili

R pon  payme Y the Qualifying facility for sych
.. (e) Should a qualifying facility elect to make simultaneous purchases and
sales, purchases of electric service by the qualifying facility froa the
interconnecting utilicty shall be billed at the retall rate schedule under which the
qualifying facility load would receive service as a non-generating customer of the
utility; sales of electricity delivered by the qualifying facility to the
purchasing utility shall be purchased at the utility's avoided energy and capacity

rates, where applicable, in accordance with Rules 25-17.0025 and 25~17.0812.

(d) should a qualifying facility elect a net billing arrangement, the hourly
net enargy and capacity sales delivered to the purchasing utility shall be
purchased at the ytility's avoided energy and capacity rates, whers applicabdle, in
accordance with Rules 25-17.082% and 15~17.0832; purchases froas the interconnecting
utility shall be billed pursuant to the utility's applicable standby service or
supplemantal service rate schedules. .

(4)(a) Paymants for energy and capacity sold by a qualifying facility shall
be rendered monthly by the purchasing utility and as proaptly as possible, normally
by the twentieth business day following the day the seter is read. The
kilowatt-hours sold by the qualifying facility, the applicable avoided energy rate
st which payments were made, and the rate and amount of the applicable capacity
paynent shall accospany the payment by the utility to the qQualifying facility.

(b) Where sisultanecus purchases and sales are sade by a qualifying facility,
avoided enargy and capacity payments to the qualifying facility may, at the option
of the qualifying facility, be shown as & ¢credit to the Qualifying facility's bill;
the kilowatt-hours produced by the qualifying facility, the avoided energy rate at
wvhich payments were made, and the rate and amount of the capacity payweat shall
accoapany the bill to the qualifying facility. A credit shall not exceed the
amount of the qualifying facility's bill from the utility and the excess, if any,
shall be paid directly to the qualifying facility in accordance with this rule.

(5) A utility may require a security deposit from each linterconnected
qualifying facility in accordance with Rule 25-6.097 for the qualifying facility's
purchase of power from the utility. Bach utility's tariff shall contain specific
criteria for determining the appiicabilicy and asount of a deposit from an
intarconnected qualifying facility consistent with projected net cash {low on 2
sonthly basis.

{6) Zach utility ehall Xeep eeparate accounts for sales to Qualify.ng
facilities and purchases from qualifying facilitiee,
specific Authority: 366.051, 350.127(2), P.S8.

Llaw IIpl.llﬂt.‘t "‘o’-‘l' r.s.
Sistory: Yew $5/13/81, Asesded %/4/83, formerly 15-11.82, amended 10/23/%0.

25-17.082% As~Availadbls Enerygy.

{1} As-available energy is energy produced and sold by a qualifying facility
on an hour-by-hour basis for which contractual commitments as to the quantity,
time, or reliability of delivery are not required. Each utility shall purchase
as-avallable energy from any qualifying facility. As-available energy shall be
sold by a qualifying facility and purchased by a utility pursuant to the terms and
conditions of a published tariff or a separately negotiated contract.

As-available energy sold by a qualifying facility shall be pucchased by the
utility at & rate, in cents per kilowatt-hour, not to exceed the utility's avoided
energy cost. Because of the lack of assurances as to the quantity, time, or
reliability of delivery of as~available energy, no capacity payments shall be made
to a qualifying facility for the delivery of as-available energy.

(a) Tariff Rates: Each utility shall publish a tariff for the purchase of
as-available energy from qualifying facilities. Zach utility's pubdlished tarift
shall state that the rate of paywent f{or as-available energy is the utility's

I
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avoided energy cost as defined in subsection (2) of this rule, less the additional
costs directly attributadle to the purchase of such energy from & QuUalifying
facility. The additional costs directly associated with the purchase of
as-avalilable energy from qualifying facilities shall be specifically identified in
the utility's tariff,

(b} Contract Rates: Each utility may enter into a separately negotiated
‘contract for the purchase of as-avallable snergy from a qualifying facility. All
contracts for the purchase of as~available energy between a qualifying facility and
a utility shall be filed with the Cosmission within 10 working days of theur
signing. Those qualifying facilities wishing to negotiate a contract for the sile
of firm capacity and energy with terms different from those in & utility's standara
affer contract may do so pursuant to Rule 25-17.0832(2). Where parties cannot
agree on the terms and conditions of & negotiated contract, either party say apply
to the Commiseion for relief pursuant to Rule 25-17.0834.

{2)1(a) Avoided energy costs associated with as-available snergy are defined
as the utility's actual avoided energy cost before the sale of interchange energy.
Avaided ensrgy costs associated with as-available esnergy shall be all costs the
utility avoided due to the purchase of as-available energy, including the utilicy'’s
incremantal fuel, ldentifiable variable operating and saintenance expense, and
identifiable variable utility pover purchases. Demonstrable utility adainiscrzative
costs reaqQuired to calcylate avoided energy costs say be deducted from avoided
snergy payments. Avoided line losses reflecting the voltage at which generation
by the qualifying faclility is received by the utility shall alsc be included in the
determination of avoided snergy costs. ELach utility shall calculate its avoided
snergy cost associated with as-available energy deterministically, on an
hour=by=hour basis, after accounting for interchange sales which have taken place,
using the utility's actusl avoided energy cost for the hour, as affected by the
output of the qualifying facilities connected to the utility's systes. A segawat:
block size at least equal to the most recent available estimate of the combined
average hourly generation of all qualifying facilities making energy sales based
on the utility's as-available energy rats to the utility shall be used to calculace
the utility's hourly avoided anergy coets associated with as~avelilable energy. For
the purpose of this subsection, intarchange sales are {nter-utility sales which are
provided at the option of the selling utility exclusive of central pool dispacteh
transactions.

(b} ERach utility's tariff shall include a description of the sethodology o
be used in the calculation of avoided energy cost implementing subsection (2) of
this Rule. ERach utility's isplementation msthodology shall specify the method Dy
which the utility’s incresencal fuel and opsrating and maintesnancs ¢osts and line
losses are determined.

(3)(a) Tor qualifying facilities with hourly recording maters, menthly
payments for as-available energy shall be made and shall be calculated based on the
product of: (1) the utility's actual avoided energy rate for each hour during the
month; and (2) the quantity of energy sold by the qualifying faecility during that
hour, ]

(b} PFor qualifying facilities with dual kilowatt-hour register time-of-day
neters, sonthly payments for as-available energy shall be calculated based on the
average of the utility's actual hourly avoided energy rate for ths on-peak and
off-peak periods during the month.

(e) TFor qualifying facilities with standard kilowatt-hour meters, monthly
payments for as-available energy shall be calculated based on the average of the
utility’'s actual hourly avoided energy rate for the off-peak periods during the
month.

(4) Bach utility shall file with the Commission by the twentieth business day
of the following sonth, a sonthly report of their actual hourly avoided energy
costs, the average of their actual hourly avoided energy costs for the on-peak and
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off-peak periods during the month, and the average of their actual hourly avoided
enecgy costs for the month with the Commission. A copy shall be furnished %o any
individual who requests such information.

(S) Upon request Dy a qualifying facility or any interested £son, eac
utility clull.provtdo within JO days its most euryrene ptoyjcc:iom of i.tp: gcncuuo:
aix, fuel price by type .of fuel, and at least a five year projection of fygl
gou:u:g to estimate future as-svailable energy prices as well as any other
qumanon rulonablly required by the qualifying facility to project future
avoided cost prices including, but not limited to, a 24 hour advance forecast of
hour-by-hour avoided energy costs. The utility may charge an appropriate fee, not
te exceed the actual cost of production and copying, for previding asuch
Ln!uurntien.1 .

{6) Utility payments for as-available sne sade to qualifying facilie
pursuant to the utility's tariff shall be necwrov:?ahll by :n;'" utu{tyqthzough :::
Comaiseion‘'s pariodic review of fusl and purchased pover. Utility payments for
as-available energy made to qualifying facilities pursuant to a eeparately
negotiated contract shall be recoverable by the utility through the Commission's
periodic review of fuel and purchased power costs if the payments are not
reasonably projected to result in higher cost. electric service to the utility's
general body of ratepayers or adversely affect the adequacy or reliadbility of
electric service to all customers.
specific Autbority: J366.051, 350.137(2), r.s.

Lav lmplemented: 366.051, P.8.
Ristory: New 9/4/83, formerly 13-17.82, amended 10/25/90.

23=17.083 Pire Energy asd Capacity.
specific Authority: 366.04(1), 366.05(1), 366.05(9), 350.127¢2), r.s8.
Law Iaplemented: 366.05(%), P.8.
Eistory: MNew 9/4/83, formerly 25~17.83, Repealed 10/23/90.

23-17.0831 Coatracts.
Specific Authority: 366.05(9), 3850.127¢2). F.8.
Lav Isplemsnted: 366.03(9%), P.S.
History: New $/13/81, amanded 9/4/8), formerly 235~17.831, Repsaled 10/2%/%0,

25-17.0832 PFirs Capacity asd Eneryy Coatracts.

{1) Firm capacity and energy are capacity and energy produced and sold by a
Qualifying facility and purchased by a utility pursuant to a negotiated contract
or a standard offer contract subject tO certain contractual provisions as to the
quantity, time and reliability of delivery.

{a) Within one working day of the execution of & negotiated contract or the
receipt of » signed standard offer contract, the utility shall notify the Director
of the Division of Blectric and Gas and provide the amount of committed capacity
and cthe avoided unit, if any, to which the contract should be applied.

{p) Within 10 working days of the execution of a negotiated contract for the
purchase of firm capacity and energy or within 10 working days of receipt of a
signed standard offer coatract, the purchasing utility ehall file with the
Comnission a copy of the signed contract and a sumsary of its terms and conditions.
At a minimum, such a susmary shall report:

1. the name ©f the utility and the owner and/or operator of the
qualifying facility, who are signatories of the contract;

2. the ancunt of comitted capacity spacified in the contract, the size
of the facility, the type of the facility its location, and its
interconnection and transmission requirements;

3. the amount of annual and on-peak and off-peak energy expected to be
delivered to the utility;

4. the type of unit being avoided, (ts size and its in-service year;

5. the in~service date of the qualifying facility; and
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8. the date by which the delivery of firm capacity and energy ig
expactead to cosmence.

{c) Prior to the anticipated in-service date of the avoided unit specified ip
the contract, a qualifying facllity which has negotiated 3 {irm capacity and enerqgy
contract or has accepted a utility's standard offer contract may sell as-availanle
energy to any utility purgsuant to Rule 25-17.0828.

" {2) Negotiated Contracts. Utilities and qualifying facilities are encouraged
‘to negotiate contracts for the purchase of firm capacity and energy. Such
‘econtracts will be considered prudent for cost recovery purposes if it ig
demonstrated that the purchase of firm capacity and energy from the qualifying
facility pursuant to the rates, terms, and other conditions of the contract can
reasonably be expectad to contribute towards the daferral or avoidance of
sdditional capacity construction or other capacity-related costs by the purchasing
utility at e cost to the utility's ratepayers which does not excesed full avoided
costs, giving consideration to the charactaristics of the capacity and energy to
be delivered by the qualifying facility under the contract. MNegotiated contracts
shall not be evaluated against an avoided unit in e standard offer contract, thus
preserving the standard offer for small qQualifying facilities as described in
subsection (3)}. 1n reviewing negotiated firm capacity and energy contracts for the
purpose of cost recovery, the Commission shall consider factors relating to the
contract - that would impact the utility's general body of retail and wholesale
customers including:

(s) whether additional firms capacity and energy is needed by the purchasing
utility and by Plorida utilities from a statewvids perspective; and

(d) whether the cumulative present worth of firs capacity and energy payments
made to the qualifying facility over the term of the contract are projected to be
no greatsr than

1. the cumulative present vorth of the value of & year-by-year deferral
of the construction and operation of generation or parts thereof by
the purchasing utility over the term of the coatract; calculated in
accordance with subsection (4) and paragraph ($)(a) of this rule,
providing that the contract is designed to contribute towards the
deferral or avoidance of such capacity; er

2. the cummulative present worth ©f other capacity and energy related
costs that the contract {s designed to avoid such as fuel, operation
and maintsnance expenses or alternative purchases of capacity,
providing that the contract 1is designed to avoid such costs; and

(€) to ths extent that annual firm capacity and energy payments smade to the
qualifying facility in sny year exceed that year's annual value of deferring the
construction and operation of generation by the purchasing utility or other
capacity and energy telated costs, whether the contract contains provisions to
ensure crepayment of such paywents exceeding that year's valus of deferring that
capacity in the svent that the qualifying facility fails to deliver firm capacity
and energy pursuant to the teres and conditions of the contract; provided, howvever,
that provisions to ensure repayment say be based on forecasted data; and

(d) considering the technical reliability, viability and financial stability
of the qualifying facility, whether the contract contains provisions to protect the
purchasing utility's ratepayers in the event the qualifying facility fails to
deliver firm capacity and enerqgy in the asount and times specified in the contrace.

{3} Standard Offer Contracts. :

{a) Upon petition by a utility or pursuant to a Commission action, each public
utility shall subait for Commission approval e tariff or tariffs and e standard
offer contract or contracts for the purchase of firm capacity and energy from small
qualifying facilities less than 75 megawatts or froa solid waste facilities as
defined in Rule 25-17.091.

(b) The rastes, terms, and other conditions contained in each utility's
standard offer contrTiAct or contracts shall be based on the need for and equal to
the avoided cost of deferring or avoiding the construction of additional genaration
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Capacity or parts thereof by the purchasing utility. Rates for payment o '
sold by a qualifying facility shall be specified in the contrag:Y?o.: ch: g:?:::;z
of the contract. In revieving a utility's standard offer contract or contraces
go comd :"r:fn .hl.n conlﬁlcr the cr.i.htorl.a spacified in paragraphs (2)(a) f_hmug;‘
}(d) of thie rule, as well as any other Lnformation re ‘ :
of the utility's full avoided coats. t lating to the determination

(€} In lieu of a separately negotliated contract, a qualifying faci
7% megawatts or a solid wvaste facility as defined in Rule ?;-17.‘691%1). rl:tgn:n::g
Accept any utility's standard offer contract. Qualifying facilities which are -,g
megawatts Or greater may nhegotiate contzacts for the purchase of capacity and
energy pursuant to subsection (2). Should a utility fail to negotiate in good
faith, any qualifying facility say apply to the Commission for rellef pursuant to
Rule 25"1’-0‘3" 2.A.C.

(d) Within 60 days of receipt of a signed standard offer contract, the utility
shall either accept and sign the contract and return it within five days to the
qualifying facility or petition the Commission not to accept the contract and
provide justification for the refusal. Such petitions may be based on:

1. s reasonable allegation by the utility that acceptance of the
standard offer will exceed the subscription limit of the avoided
unit or uanits; or :

2. material evidence that because the qualifying facility is neot
financially or techaically viable, it is unlikely that the committed
capacity and energy would be made aAvailable to the utility by the
date specified in the standard effer.

A standard offer contract which has been accepted by ¢ qualifying facility shall
apply towards the subscription limit of the unit designated in the contract
affective the date the utility receives the accepted contract. If the contract is
not accepted by the utility, its effect shall be removed fros the subscription
limit eaffective the date of the Commission order granting the utility's petition.

(e) MNinisum Specifications. Each standard offer contract shall, at minimua,
wpaclify:

1. tha avoided unit or units on which the contract is based;

2. the total amount of cosaitted capacity, in megawatts, needed to
fully subscridbe the avolded unit specified in the contrace;

3. the payment options available to the qualifying facility including
all financial and econoaic assumptions necessary to calculats the
firm capacity payments available under essch payment option and an
illustrative calculation of firm capacity payments for a minimum ten
year term contract commencing with the in-service date of cthe
avoided unit for sach payment optien;

4. the date on which tha standard contract offer expires. This date

°  shall be at least four years bafore the anticipated in-sezrvice date
of the avelded unit or units uynless the avoided unit could be
constructed in less than four years, or when the subscription limit
has been reached;

S, the date by which firm capacity and enerygy deliveries from the
qualifying facility to the utility shall commence. This date shall
be no later than the anticipated in-service date of the avoided unit
specified in the contract;

6. the period of time over which firm capacity and energy shall be
deliversd from the qualifying facility to the utility. Firm
capacity and energy shall be delivered, at a minimun, for a period
of ten years, comuencing with the anticipated in-service date of the
avoided unit specified in the contract. At a maximum, firm capacity
and energy shall be delivered for a period of time equal to the
anticipated plant life of the avoided unit, commencing with the
anticipated in-ssrvice date of the avoided unit;
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the minimum pecformance standards for the delivery of firm capacity
and energy by the Qualifying facility during the utility's daily
seasonal peak and off-peak periods. These performance standacds
shall approximate the anticipated peak and off{-peak availability and
capacity factor of the utility's avoided unit over the tarm of the
eongrict;

provisions to ensure repayment of payments to the extent that annual
firm capacity and energy payments made to the qualifying facility in
any year exceed that year's annual value of deferring the avoided
unit speacified in the coentract in the event "that the qualifying
facility falls to perform pursuant to the terms and conditions of
the contract. Such provisions may be in the form of & surety bdond
or equivalent assurance of repayment of payments exceeding the

year~by-year value of deferring the avoided unit specified in the
contrace.,

(f) The Comnission say approve contracts that specity:

1.

provisions to protect the purchasing utility's ratepayers in the
event the qualifying facility falls to deliver firm capacity and
snergy in the amount and tises specified in the contract whieh amay
bpe in the form of an up~front payment, surety bond, or equivalent
assurance of payment. Such payment or surety shall be refunded upen
completion of the facility and demonstration that the facility can
:::Lvo: the amount of capacity and energy specified in the contrace;
s listing of the paraneters, including any et on electric £
transfer capability, associated with the ‘:up:u!yug taeium-

compared to the avoided unit necessary for the calculation of the
avoided cost. '

(g) PFirm Capacity Payment Options. Each standard offer contract shall alse
centain, at a minimum, the following options for the payment of firm capacity
““"'“1” the qualifying facility:

value of deferral capacity payments. Value of deferral capacity
piyments shall commence on the anticipated in-service date of the
avoided unit. Capacity payments under this option shall consist of
monthly paysents escalating annually of the avoided capital and
fixed operation and maintenance expense associated with the avoided
unit and shall be equal to the value of a year-by-year deferral of
the avoided unit, calculated in accordance with paragraph (5)(a) of
this rule.

tarly capacity payments. Tach standard offer contract shall specify
the earliest date prior to the anticipated in-service date of the
avoided unit when early capacity payments say comence. The early
capacity payment date shall be an approximation of the lead time
required to site and construct the avoided unit. Early capacity
payments shall consist of monthly payments escalating annually of
the avoided capital and fixed oparation and maintenance expense
associated with the avoided unit, calculated in conformance with
paragraph (5)(b) of the rule. At the option of the qualifying
facility, early capacity payments may commence at any time after the
specified early capacity paymant date and before the anticipated
in-service date of the aveided unit provided that the qualifying
facility is delivering firm capacity and energy to the utility.
Where early capacity payments are elected, the cumulative present
value of the capacity payments made to the qualifying facility over
the term of the contract shall not exceed the cumulative present
value of the capacity payments which would have been made to the
qualifying facility had such payments been sade pursuant teo
subparagraph (3)(g)1 of this rule. :
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3. Levelized capacity pPayments. Levelized capacity payments shall
cosrmence on the anticipated in-gservice date of the avoided unit.
The capital portion of capacity payments under this option shall
consist of equal sonthly paymants over the term of the contrace,
calculated in conformance with paragraph ($)(c) of this rule. The
fized operation and maintenance portion of capacity payments shall
be equal to the value of the year-by-year deferral of fixed
operation and maintenance expense associated with the avoided unit
calculated in conformance with paragraph (S)(a) of this rule. Where
levelized capacity payments are elected, the cumulative present
value of the levelized capacity payments made to the qualifying
facility over the term of the contract ghall not exceed the
cupulative present value of capacity payments which would have been
made to the qualifying facility had auch payments been made pursuant
to subparagraph (3)(g)l of this rule, value of deferral capacity
paysents.

4. Tarly levelized capacity paymantse. Each standard offer contrac:t
shall specify the earliest date prior te the anticipated in-service
date of the avoided unit when early levelited capacity payments may
cogmence. The early capacity payment date shall be an approximatien
of the lead time required to site and cunatruct the avoided unit.
The capital portion of capacity payments under this option shall
consist of equal monthly payments over the term of the contract,
calculated in conformance with paragraph (3)({c) of this rule. The
fixed operation and maintenance expenss shall be calculated in
conformance with paragraph (3)(b) of this rule. At the option of
the qualifying facility, early levelized capacity payments shall
_commence at any time after the specified early capacity date and
before the anticipated in-service date of the avoided unit provided
that the qualifying facility is delivering ficrm capacity and energy
to the utility. Where early leveliszed capacity payments are
slected, the cusulative present value of the capacity payments sade
to the qualifying facility over the term of the contract shall not
excead the cusulative present value of the capacity payments which
would have been sade—to the qualifying facility had such payments
besn made pursuant to subparagraph (3){gil of this rule.

(4) Avoided Energy Payments. '

(a) For the purpose of this rule, avoided energy costs associsted with firm
energy sold to a utility by a qualifying facility pursuant to a utility’s standard
offer contract shall commence with the in-service date of the avoided unit
specified in the contract. Prior to the in-sesvice date of the avoided unit, the
gualifying facility say sell as-available energy to the utility pursuant to Rule
25-17.0828.

(b} To the extent that the avoided unit would have been operated, had that
unit been installed, avoided snergy costs associated with firm energy shall be the
energy cost of this unit. To the extent that the aveided unit would not have been
operated, the avoided energy costs shall be the as-aveilable avoided energy cost
of the purchasing utility. During the periods that the avoided unit would not have
been operated, firm energy purchased from qualifying facilities shall be treated
as as-available energy for the purposes of determining the megawvatt block size in
Rule 25-17.0825(2)(a).

(¢) The snergy cost of the avoided unit spacified in the contract shall be
defined as the cost of fuel, in cents per kilowatt-hour, which would have been
burned st the avoided unit plus variable operation and maintenance expense plus
avoided line losses. The cost of fuel shall be calculated as the average market
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price of fuel, in cents per =million Btu, associated with the avoided unj:
mulitiplied by the average heat rate associated with the avoided unit. The variable
operating and maintenance expense shall be sstimated based on the unit fuel type
and technology of the avoided unit.

(S) Calculation of standard offer contract firm capacity payment options.

(a) Calculation of ypar~by-year value of deferral. The year-Dy-year value of
deferral of an avoided unit ehall be the difference in revenus requirements
associated with deferring the avoided unit one year and shall be cilculated as
follows:

t !
( p3s aetm 0 )

VAC_ = 1 R ( (1L+¢ . )
* o2 o ° t:-cutp:'}:x " ]
E { (1+rc)7} l,

Whece, or a one ysar delerral:

VAC = . utility's monthly value of avoided capacity, in dollars per kilowatt
B per sonth, for each senth of year n;

K - present value of carrying charges for ons dollar of investment over
L years wvith carrying charges computed using average annual rate
base and assumed to be paid at the aiddle of each year and present
value to the aiddle of the first year;

b4 - total direct and indirect cost, in sid-year dollars per kilowatt
ineluding AFUDC but excluding CWIP, of the avoided unit with an

in-service date of year n, iacluding all identifiable and

quantifiable costs relating to the construction of the avoided unit
that would have been paid had the avoided unit besn constructed;

° = total fixed cperation and saintenance expanse for tha year n, in

n sid-year dollars per kilovatt per year, of the avoided unic;
i = annual escalation rate associated with the plant cost of the avoided
P unit(s);

i 5 = annual escalation rate associsted with the operation and maintenance

expense of the avoided unitis);

4 = annual discount rate, defined as the utility's incremantal after tax
cost of capital;

L = expected life of the avoided unit; and

n = yesar for which the avoided unit is deferred starting with its

original anticipated in-service date and ending with the termination
of the contract for the purchase of firm snergy and capacity.

{b} Calculation of early capacity paymants. MNenthly ®arly capacity payments
shall be calculated as follows:

AL = a_(1eip(®L), A, 1+ 40 (B=1)  for me1 to ¢
. S . 12 12 Where: A
= monthly early capacity payments to be made to the qualifying tccui:?
for each month of thae contract year n, in dollars per kilowatt per
month;
i . annual escalation rate associated with the plant cost of
P the avoided unit)
i = annual escalation note associated wicth the operaticn and
o saintenance expense of the avoided unit(s);
B year for which early capacity payments to a
qualifying faclility are made, starting in year onae
and ending in the year %; :
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e a the term, in years, of the contract for tne
purchase of firm capacity:;

( ]

{ R (1 + ip} )

A = 7 4 - (1 e |
c w

( (eipt )

( 1 = (1+7¢) ]

{ )

Whage: P - the cumulative present valus in the year that the
contractual paysents will begin, of the avoided
capital cost coaponent of capacity payments which
would have been sade had capacity payments
comnenced with the anticipated Ln-service date of
the avoided unit(e); and

f = annusl discount rate, defined as the utility's
incresmntal after tax cost of capital; and.

{ )

{ (1 + lo) ]

A - G ( 1 = (L+2) )
° { (1« to!: 1
{ 1 - @der)" ]

( I

Where: G - The cumulative present value in the year that the
contractual payments will begin, of the avoidad fixed
operation and saintenance expesnse component of capacity
payaents vhich would have been mads had capacity paysents
compenced with the anticipated in-service date of the
avoided unict.

(¢) Levelized and esrly levelized capacity paymeats. Monthly levelizad
and early levelised capacity paymants shall de calculated as follows:
12 l={1+r)

Where: ’L - the sonthly. levelized capacity payment, starting on
or prior to the in-service date of the avoided unit;
P = the cumulative preseat value, in the ysar that the
. coatractual payments vili begin, of the avoided capital
cost coaponent of the capacity payments which would have
been made had the capacity payments not been levelited;
r = - the annual discount rate, defined as the utility's
incremental sfter tax cost of capital; and
t - the term, in years, of the contract for the purchase of
firs capacity. )

- the sonthly fixed operation and maintenance component of
the capacity paymants, calculated in accordance with
paragraph (5)(a) for levelized capacity payments of with
paragraph (5)(b) for early levelized capacity payments.

(6) Sale of Ixcess Fira Energy and Capacity. To the extent that firm
snergy and capacity purchased from a qualifying facility pursuant to a
standard offer contract or an individually negotiated contract s not needed
by the purchasing utility, these rules shall be construed to encourage the
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purchasing utility to sell all or part of the energy and capacity to the
utility in need of energy and Capacity at & sutually agreed upon price which
is cost effective to the ratepayers.

(7} Upen regquest Dy a qQualifying facility eor any interested person,
sach utility shall provide within JO days its most current projections of
its future gqensration gix including type and timing of anticipated
qgeneration additions, and at least a 20-year projection of fuel forecasts,
as well as any other information reasonably required by the qualifying
facility to project future avoided cost prices. The utility may charge an
appropriate fee, not to exceed the actual cost of production and copying,
for providing such informatioa.

(8} (a) Pirm snergy and capacity piayments made tO a qualifying facility
pursuant to & separatsly negotiated contract shall be recoverable by a
utility through the Commission’'s periocdic review of fuel and purchased power
coats Lf the contract is found to be prudent in accordance with subsection
{(2) of this rule.

{b}) Upon acceptancs of the coantract by both parties, firm energy and
capacity payments made to & qualifying faciiity pursuant to a standard offer
contract shall be recoverable by & utility through the Commission's periodic
review of fuel and purchased power costa.

(¢) Pirm energy and capacity payments sade pursuant to a standard offer
contract signed by the qualifying facility, for which the utility has
petitioned the Commission to reject, is recoveradle through the Commission's
periodic reviev of fuel and purchased power costs if the Commission requires
::o uu{.uy to accept the contract because it satisfies subsection (3) of
this rule.
lp.ci!ic ‘“m'tt!' 3"-‘:1; "‘00“1,' 3“.0'1. 3“.05(.). ’c'-

Law laplemented: 386.0%1, ¢03.3503, Fr.8. ‘ .
Ristory: DMNew 10/23%/%0.

25-17.0833 Plasaiag Neariags.

(1) Upon petition or om its own motion, the Commission shall
pericdically review optimal genaration and transmission plans froa
statevide and individual uuu:{ perspective. In connection with these
proceedings, tha Cosmission shall consider the need for capacity from both
6 statewide and individual wutility perspective, the adequacy of the
transmission grid, and other strategic planning concerns affecting the
Florida electriec grid.

{2) Upon petition, or on its own sotion, the Commiasion, as needed,
shall review individual utility generation and expansion plans at any time.
specific Authority: 366.05(8), 366.031, 330.127(3), 7.8.

Law lapleaented: 366.08), P.8.
Eistory: New 10/35/%0.

25-17.0034 Sattlsmeat of Disputes is Coatract Nagotiatioas.

{1) Public utilities shall negotiate in good faith for the purchase of
capacity and energy from Qualifying facilities and interconnection with
qualifying facilities. In the event that a wutility and a qualifying
facillty cannot agree on the rates, teras, and other conditions for the
purchase of capacity and energy, either party smay apply to the Commission
for relief. Qualifying facilities may petition the Commission to order a
utility to sign a contract for the purchase of capacity and energy which
does not exceed a utility's full avoided costs as defined in 366.051,
Fiorida Statutes, should the Commission find that the utility failed to
negotiate in good faith.

{2) To the extent poasible, the Commission will dispose of an
application for relief within 90 days of the filing of a petition by either
a utility or a qualifying facility. ‘
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{3) If the Commission finds that a utility has failed to negotiate ¢
deal in good faith with qQualifying facilitiee, or has cxplic!.u; dealt i.:
bad faith with qualifying facilities, it shall impose an appropriate penalty
on the utility as approved by section 350.127, Florida Statutes.

Specific Authority: J66.051, 350.127(2)., P.S8.
lLav Iasplesented: 366.051, PF.8.
Ristory: Mew 10/25/90.

25-17.083S% Wheeling.
Specific Authority: 366.05(9), 350.127(3), P.8.
Sistory:t New 9/4/83, repealed 10/4/88, formerly 25-17.81%.

235~-17.084 The Utility's Cbligatioa to Sell.

Uocon compliance with Rule 25~17.087, each utility shall sell energy to
qualirzying facilities at rates which are just, —reasonable, and
non-discriminatory.
specific Authority: 366.05(9), 330.127(2), P.8.
law Implemeated: 366.05(9), r.S.
gistory: New $5/13/81, amended 9/4/83, formerly 23-17.84.

25=17.085 Raserved.

28-17.006 Periods During Which Purchases are mot Required. .

Where purchases from & qQualifying facility will impair the utility's
ability to give adequate service to the rest of ite customers or, due to
cperatiocnal circumstances, purchases from quallifying facilities will resul:
in costs greater than those which the utility would incur if it did not make
such purchases, or othetwise place an undue burden on the utilicty, the
utility shall be relieved of its obligation under Rule 25-17.082 to purchase
electricity from a qualifying facility. The utility shall notify the
qualifying facility(ies) prior to the instance giving rise to those
conditions, if practicable. 1f prior notice Ls not practicable, the utility
shall notify the qualifying facility(ies) as soon as practicadle after the
fact. In either event the utility ehall notify the Commission, and the
Commission staff shall, upon request of the affected qualifying
facility(ies), investigate the utility‘'s claim. WNothing in this section
shall operate to relieve the utility of its general obligation to purchase
pursuant to Rule 25-17.082.
specific Autbority: 366.03(9), 350.127(2). r.s.
law Isplesented: 366.035(9), P.8.
Zistory: New $/13/81, Aseaded 9/4/83, formerly 25-17.86&.

25-17.087 Iatercoanectioa and Standards.

(1) Bach utility shall interconnect with any qualifying tacility which:

(a) ie in its sesvice area;

(b) requests intarconnection;

(c) agrees to sest system standards specified in this rule; (d) agress
te pay the cost _of intercennection; and ’

(e) signs an interconnection agreement.

(2) Nothing in this rule shall be construed to preclude a utility from
evaluating each request for interconnection on its own merits and modifying
the general standards specified in this rule to reflect the result of such
an evaluation.

(3) Vhere @ utility refuses to interconnect with a qualifying facility
or attempts to Lmpose unreasonadble standards pursuant to subsection (2) of
this rule, the qualifying facility may petition the Commiseion for zelief.
The utility shall have the burden of demonstrating to the Comuission why
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interconnection with the qualifying facility should not be required or that
the standazds the utility eseeks to impose on the qualifying facility
pucrsuant to subsection (2) are reasonable. ,

(4) Upon a showing of credit worthiness, the qualifying facility shall
have the option of making monthly installosent payments over & period no
longer than )6 months toward the full cost of interconnection. MNHowever,
where the qualifying facility exercises that option the utility shall charge
interest on the amount owing. The utility shall charge such interest at che
30-day commercial paper rate. In any event, no utility may bear the cost of
interconnection. :

(5) Application for Interconnection. A qualifying facility shall not
cperate electric generating equipment in parallel with the utility's
electric system without the prior written consent of the utility. Pormal
application for interconnection shall be sade by the qualifying facility
prior to the installation of any generation related equipment. This
application shall be accoumpanied by the following:

{a) Physical layout drawings, including dimsnsions;

(b) All associated equipment specifications and characteristics
including technical parameters, ratings, basic impulse levels, electriecal
Bain one~line diagrams, scheasatic diagraas, systes protections, frequency,
voltage, current and interconnection distance;

{¢) Punctional and logic diagrams, control and meter diagraas,
conductor sizes and length, and any other releavant data which might be
necessary to understand the proposed systes and to be able to msake a
coordinated systam)

(d) Power requirements in watts and vars;

{e) Expected radio~noise, harmonic generation and telephene
interference factor; ~

(£) synchronizing methods; end

{g) Operating/instruction sanuals.

Any subsequent change ia the systes must also be submitted for reviewv and
writtan approval prior to actual mcdification. The above mantioned review,
recommendations and approval the utllity do not relieve the qualifying
facility from complete responsibility for the adequate enginesring design,
construction and operation of the Qualifying facility equipment and for any
liability for injuriss to property or persons associated with any failure to
perform in a proper and safe sanner for any reason.

(6) Personnel Safety. Adequate protection and safe operaticnal
procedures sust be developed and followed Dby the jeint system. These
operating procedures sust be spproved by both the utility and the qualifying
facility. The qualifying facility shall be required to furnish, install,
operate and maintain in good order and repair, and be solely responsible
for, without cost to the utility, all facilities required fnr the safe
operation of the generation system in pariallel with the utility's systes.

The qualifying faclility shall permit the utility's employees to enter
upon its property at any reasonable time for the purpose of inspection
and/or testing the gqualifying facility's equipment, facilities, or
apparatus. S$Such inspections shall not relieve the qualifying facility froa
its obligation to maintain its equipment in safe and satisfactory operating
condition. .

The utility's approval of isolating devices used by the qualifying
facility will be required to ensure that these will coaply with tha
utility's switching and tagging procedure for safe working clescances.

(a) Disconnect Switch. A sanual disconnect switch, of the visible load
break typs, to provide a4 separation point betwsen the qualifying facility's
generation systea and the utility's systea, shall be required. The utility
will specify the location of the disconnsct switch. The switch shall be
psounted separate froa the meter socket and shall be readily accessible to
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the utility and be capable of being locked in the open fition wj
utility padlock. The utility may reserve the right to oi;n g:o .uL:ch L(ta.h..
isolating the qualifying facility's generation system) without prior notice
to the qualifying facility. 7o the extent practicable, howvever, pricr
notice shall be given.
Any of the following conditions shall be cause for disconnection:
l. Utility eystem emergencies and/or maintenance requiresments;

2. Hazardous conditions existing on the Qualifying facility's
genarating or protactive equipment &8 determined by the
utilicy;

3. Advarse effects of the qualifying facility's generation to the
utility's other slectric consusers and/or systea as determined
by the utility;

4. Pailure of the qualifying facility to maintain any required
insurance; or

5. Failure of the qualifying facility to comply with any existing
or future regulations, rules, orders or decisions of any
governmental or rsgulatory suthority having jurisdiction over
the qualifying facility's electric generating equiptent or the
operation of such equipment.

{b) Responsibility and Liability. The utility and the qQualifying
facility shall each be responsible for its own facilities. 7The utility and
the qQualifying faecility shall each be rssponsible for ensuring adequate
safeguards for other utility customers, utility and qualifying facility
personnel and eqQuipment, and for the protection of its own Qensrating
systen. The utility and the qualifying facility shall each indemnify and
save the other harmless froa any and all claims, desands, costs, Or expense
for loss, damage, or injury to persons or property of the other caused by,
acising out of, or resulting from:

1. Any act or oaission by & party or that party's contracters,
agents, servants and aemployees Lin connection with the
installation or cperation of that party's generation systea or
the operation thereof in connection with the other party's
systea;

2. Any defect in, failure of, or fault related to a party's
generation system;

3. Tha negligence of & party or negligence of that party's
contractars, agents servants and smployees; or

4. Any other event or act that is the result of, or proximately
caused by, a party.

For- the purposea of this subsection, the term party shall sean either
utility or qualifying facility, as the cise may be. .

{e) Insurance. The qualifying faclility shall deliver to the utility,
at least fifteen days prior to the start of any interconnection work, a
certificate of Lnsurance certifying the qualifying facility's coverage under
e liability insurance policy issued by a reputable insurance company
authorized to do business in the State of PTlorida naming the Qualifying
facility as named insured, and the utility as an additional named insured,
which policy shall contain a broad form contractual endorsement speacifically
covering the llabilities accepted under this agreement arising out of the
interconnection to the qualifying facility, or caused by operation of any of
the qualifying facility's equipment or by the qualifying facility's failure
to maintain the qualifying facility's equipment in satisfactory and safe
operating condition.

The poalicy providing such coverage shall provide public liability
insurance, including property damage, in an amount not less than $300,000
for each occurrencs; WOCL® insurance may be required as desmed necessary by
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the utility. In addition, the above required policy shall be endorsed with
a provision whereby the insurance company will notify the utility thirgy
days prior to the effective date of cancellation or material change in thes
policy.

The qualifying facllity shall pay all premiums and other charges due on
said policy and keap said policy in force during the entire period of
_ interconnection with the utility.

{7} Protection and Operation. It will be the responsibility of the
qualifying facility to provide all devices necessary to protect the
qualifying facility's equipment froa damage by the abnormal conditions and
operations which occur on the utility eystem that result in interruptions
and restorations of service Dy the utility's equipment and persennel. The
qualifying facility shall protect its generator and associated equipment
from overvoltage, undervoltage, overload, short circuits (including ground
fault condition), open circuits, phase unbalance and reversal, over or under
frequency condition, and other injurious electrical conditions that may
arise on the utility's system and any reclose atteapt by the utility.

The utility may reserve the right to perform such tests as it deens
necessary to ansure safe and efficisnt protection and operatioh of the
qualifying facility's equipment.

(4) Lose of Source: TIhe qQualifying facility shall provide, or the
utility will provide at the qualifying facility's expense, a
protective equipment necessary to lLamediately, completely, and automatically
disconnect the Qualifying facility's generation from the utlility’s systes in
the event of a fault on the quallifying facility's eystem, a fault of the
utility's system, or loss of source on the utility's systea. Disconnesction
sust be completad within the time specified by the utility in its standard
operating procedure for its electric system for loss of a source on the
utility's systes.

This automatic disconnecting device say be of the manual or astomatic
reclose typs and shall not be capable of reclosing until after service is
restored by the utility. The type and sizte of the device shall be approved
by the utility depanding uren the installatiocn. Adequats test data or
technical proof that the device seets the above c¢riteria sust be supplied by
the qualifying facility to the utilicy. The utility shall approve a device
that will perfora the above functions at minimal capital and operating costs
to the qualifying facility. )

{b) Coordination and Synchronization. The qualifying facility shall be
responsidble for coordination and synchronization of the qualifying
facility's equipment with the utility's electrical systeam, and assumes all
responsibility for damage that may occur from improper coordination or
synchronization of the generator with the utility's. systes. ;

(e) Elsctrical Characteristics. Single phase gensgator
interconnections with the utility are permitted at power levels up to 20 Kvw.
For power levels exceeding 20 KW, a three phase balanced interconnection
will normally be required. Tor the purpose of calculating connected
generation, 1 horsepower equals 1 kilowatt. The qualifying facility shall
interconnect with the utility at the voltage of the available distribution
or the transmission line o©of the utility for the leocality of the
interconnection, and shall utilize one of the standayd connactions (single
phase, thres phase, wye, delta) as approved by the utility.

The utility may reserve the right to require & separate transformation
and/or service for a qualifying facility's generation seystea, at the
qualifying facility's expense. The qualifying facility shall bond all
neutzals of the qualifying facility's system to the utility's neutral, and
shall Lnstall a separate driven ground with a resistance value vhich shall
be determined by the utility and bend this ground to the qualifying
facillty's syetea neutral. -
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(d} Exceptions. A qQualifying facility's generator having a capacity
rating that can:

1. produce power in excess of 1/2 of the minimum utility customer
requirements of the interconnected distribution or
transaission ¢ircuit; or

2. produce power flows approaching or exceeding the thermal
capacity of the connected utility distribution or transamission
lines or transformers; or

3. adversely affect the operation of the utility or other utility
customer's voltage, frequency or overcurrent control and
protection devices; or

4. adversely affect the quality of service to other utility
customars; or

S. interconnect at voltage levels greater than distribution
voltages,

will require more complex interconnection facilities as deesed necessary by
the utility.

(8) Quality of Service. The qualifying facility's generated
slectricity shall mest the following minimum guidelines:

{a) Trequency. The governor contrel on tha prime wmover shall be
capable of maintaining the gensrator ocutput frequency within liaits for
loads from no-load up to rated output. The liaite for frequency shall be €0
hertz (cycles per second), plus or minus an instantaneous variation of less
than 1%,

(b) Veltage. The regulator contrel shall be capable of maintaining the
generator output voltage within limits for loads frem no-load up to rated
output. . The limits for voltage shall be the noainal operating voltage
level, plus or sinus 5\,

{¢) Harmonics. The output sine wave distortion shall be deemed
acceptable vhen it does not have & higher content (root mean square) of
harmonics than the utility's normal harmonic content at the interconnection
point.

{(d} Power Factor. The qQualifying facility's gensration systea shall be
designed, operated and controlled to provide reactive power requirements
from 0.85 lagging to 0.89% leading power factor. lInduction generators shall
have static capacitors that provide at least 835\ of the sagnetizing current
requirements of the induction generater field. (Capacitors shall not be so
large as to permit self-excitation of the qualifying facility‘'s generator
field).

(@) DC Generators. Direct current generators say be operated in
parallel with the utility's systas through & synchronous invertor. The
inverter must meet all criteria in thase rules.

{9) Matering. The actual metering equipment required, its voltage
rating, nuaber of phases, size, current transforasers, potential
transformers, number of inputs and assoclated semory is dependant on the
type, size and location of the electric service provided. 1In situations
where power may flow both in and out of the Qqualifying facility's systenm,
power flowing into the qualifying facllity's systes will Dbe measured
separately from power flowing out of the qualifying facility's system.

The utility will provide, at no additional cost to the qualifying
facility, the metering sguipment necessary to measure capacity and energy
deliveries to the qualifying facility. <The utility will provide, at the
qualifying facility's expense, the necessary additional metering equipment
to measure energy 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, transformers, lines, services, meters, eswitches, and
associated squipment and devices beyond that which would be required to
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provide normal searvice to the qualifying facility {f the qualifying facility
were a non-generating custoaer. These costs shall be paid by the qualifying
facility to the utility for sll material and ladbor that is required. Prior
to any work being done Dy the wutility, the utility shall supply the
qualifying tfacility with a written cost estimate of all {ts required
materials and labor and an estimate of the date by which construction of the
intercannection will be completed. This estimate shall be provided to the
qualifying facility within 60 days after the qQualifying faclilicty supplies
the utility with its final electrical plans. The utility skall also provide
project timing and feasibility informacion to the qQualifying facility.
(31) Each utility shall subamit to the Commission, & standard agreement
for iaterconnection by qualifying facilicties as part of their atandard offer
contract Or contracts required by Rule 25-17.0832(J).
Specific Authaority: 366.031, 3%0.127(2), P.8.
Law Implessnted: J366.051, P.8.
Sistory: MNew 9/4/83, formerly 25~17.87, Amended 10/25/90.

25=17.088 Trasssission Sarvice for Qualifyisg Pacilities.
Specific Authority: 350.127(2), 366.081, P.8.
Law Isplemented: 366.081, 166.04(3), 366.055()), P.8.
Sistory: New 10/4/33, formerly 335~17.88, Aneanded 2/3/87, Repealed 10/25/90.

25=17.0882 Trassaission Service Mot Regquired for Self-Sarvice.
specific Authority: 13850.137(2), 366.0%(1), P.S.
Law Inplemeated: 366.05(%), 366.04(3), J66.085(3), P.3.
Sistory: New 10/4/8%, formerly 25-17.882, Repesled 10/13/90.

235-17.0883 Conditioas Requiring Transauission Service for Self-sarvics.

Public utilities are required to provide transmission and distribution
services to snabls a retall custoner to transmit slectrical power generated
at one location to the customer's facilities at another location when the
provision of such service and its associsted charges, tsrms, and other
conditions are not reascnably projected to result in higher cost electric
service to the utility's general body of retall and wholesale customers or
adversealy affect the adequacy or reliability of electric service to all
customers. The determination of whether transaission service for sel!
service is likely to result in higher cost slectric service say be aade
using cost effectiveness methodology employed by the Commission in
evaluating conservation cans of the utility, adjusted as appropriate to
reflect the qualifying facility's contribdution to the utility for standdy
service and wheeling charges, other utility program costs, the fact that
qualifying facility self-service performance can be precisely setered and
ronitored, and taking into consideration the unigque load characteristics of
the qualifying facility compared to other conservation programs.
specific Authority: 364.081, 3$50.127(2), r.s.
Law laplenented: 366.0%1, P.8.
Eistory: Mew 10/235/90Q.

25-17.089 Transaissiecn Service for Qualifying Pacilities.

(1) Upon request dy a qualifying facility, each electric utility in Florida
shall provide, sybject to the provisions of subsection (J) of this rule,
transmission service te vheel as-available energy or firm energy and
capacity produced by a Qualifying Facility froam the Qualifying Facility teo
another electric utility.

(2) The rates, terms, and conditions for transaission services as
described in subsection (1) and in Rule 25-17.0883 which are provided by an
investor-owned utility shall be those approved Dby the Federal Enerqy
Regulatory Coomission. :
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(3) An electric utility may deny, curtail, or discontinue transmission
service to a Qualifying Facility on a non- discriminatory basis if the
provision of such service would adversely affect the safety, adequacy,
raliablility, or cost of providing slectric secvice to the utility's general
body of retail and wholesale customers.

Specifiec Authority: 366,051, 3%0.127(¢(2), P.S.
Liw lmplemented: 364,081, 366.055(3), r.8,
Eistory: New 10/25/9%0.

25=17.090 Reserved. _

25-17.091 Goveruseutal Sclid Waste Energy and Capacity.
(1) Definitions and Applicadility:
(a) “Solid Waste Facility® means a facility owned or operated by, or on
behalf of, local government, the purpose of which is to dispose of solid
wvaste, as that term is defined in section 403.703(13), Pla. Stat. (1988),
and to generate slectricity.
(b) A facility is owned by or operated on behalf of a local government
if the power purchase agreenent is between the .local governmsent and the
slectric utility.
(¢) A solid waste facility shall include a facllity which is not owned
or oparated by a local governaent but is operated on its behalf. when the
power purchass agresmant is Datween & non-governaental entity and an
slectric utility, the facility is coperated by & private entity on tehalf of
a4 local governssnt if:
1. One or more local governments have entered into a long-term
agreesent with the private entity for the disposal of solid
wvaste for which the local governsante are ceasponsibdble and that
agresnent has ¢ term at least as long as the ters ¢of the
contract for the puzchass of energy and capacity from the
facility; and
2. The Commission detarmines thers is no undue risk imposed on
the slectric ratepayers of the purchasing utility, based on:
a. The local government ‘s accuptance of responsibility for
the private entity's performance of the powver purchase
contract, or

b. Such other factors as tha Commission deems appropriate,
including, without limitation, the issuance of bonds by
the local government to finance all, or a subdstantial
portion, of the costs of the facility; the reliadility of
the solid waste technology; and the financial capability
of the private owner and operater. .

3. The requiresents of subparagraph 2 shall be satisfied if a
local government descrided in subparagraph 1 enters into an
agreesent with the purchasing utility providing that in the
event of a default by the private entity under the power
purchase contract, the local government shall perform the
private entity's obligations, or cause them to be performed,
for the remaining term of the contract, and shall not seek to
renegotiate the power purchase contract. _

{d) ‘This rule shall apply to all contracts for the purchase of energy
or capacity froa solid waste facilities entered (nto, or renegotiated as
provided in subsection (3), after October 1, 1988.

(2) Except as provided in subsections (3) and (4) of this rule, the
provisions of Rules 25-17.080 - 25-17.089, Florida Adainistrative Code, are
applicable to contracts for the purchase of energy and capacity froa & solid
waste facility.
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{3) Any solid waste facility which has an existing firm energy and
capacity contract in effect before Octchber 1, 1968, shall have a one=time
option to renegotiate that contract to incorporate any or all of the
provisiens of subsection (2) and (&) into their contrace. This
renegotiation shall be based on the unit that the contract was designed to
avoid but applying the sast recent Commission-approved cost estimates of
Ruls 25-17.0832(5)(a), Florida Administrative Code. for the same unit type
and ln-service year to determine the utility's value of avoided capacity
over the remaining term of the contract,

{4) Because section 377.709(4). Pla. Stat., requires the loceal
government to refund early capacity pa: - ¢ should a solid waste facility
be abandoned, closed down or rendered ‘gal, @ utility say not require
risk=related guarantees as required in ? 25-17.0832, paragraph (2)(e¢),
(2){d), (I} (e)8, and (3)(f)l. Hovevs. st its option, & eoclid waste
facility may provide such risk related gu antee.

(S) Nothing in this rule shall prec...e & solid waste facility from
electing advance capacity payments authorized pursuant to section
371.709{3)(b), P.S8., which advanced capacity payments shall be in lipu of
firm capacity payments otherwiss suthorized pursuant to this rule and Rule
25-17.0812, F.A.C. The provisions of subsection (4) are applicable to solid
waste facilities electing advanced capacity payments.
specific Muthority: 3%0,.127(2), 377.709(S), Fr.8.

Law laplesented: 2366.0%1, 366.053()), 377.709, P.8.
Sistory: New 8/8/83, formerly 23-17.91, Asmended 4/26/8%, 10/25/90.
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“Regardiess of
whether a utility buys
or builds, adding
capacity means
incurring risk. ®

BEEEEE CREDIT cO

builds. The important
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BUY VERSUS BUILD DEBATE REVISITED

The debate over purchased power, or the “buy
vmb\ﬁld‘czgwmy.munkdymnﬁnmm
rage as state u reguiators with the
i aons of the National

1992, As part of this sweeping legislation, state

thing is that both resource
strategias have inherent risks. S&P em a
methodology for evaluating the ts and
risks of power, and for adjusting a
pumhumﬁlinr‘s reported financial state-
mentsto formore meaningful comparisons
with traditional utilities.

Table t
Ostarmining the risk theler

The rigk tazaae chosen I8 3 function of 1 SubISClve (nGt srbitrary)
Anaiveis of quuiitve rigks.
Marks ond for power

Opernting staiards

il

OV MiFRangnCce
angd dersay

i

Reoguiany

i

Tetirady mechanisms
out

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, utilides that purchase avoid the
risks of significant cONStruction cost overruns or

il

given the

that the plant might never be finished

M oalt, Th
also may avoid the associated Ananci.f str:,}s’
caused by regulatory lag typical in building pro-

Iﬂlﬂdiﬁpn, uﬁu&ﬂ that Purch‘se P‘\\\‘cr Avoi
risking substantial capital. There are ma wy mor:‘d.
ples of utilides that have failed to earn a fyl}
return on and of capital employed tu build a
plant. Furthermore, purchased power may con-
tribute to fuel-supply diversity and flexibitity,
and may be cheaper, at least over the short run.
Utlities that meet demand expectations with a
portfolio of supply-side options also may be bet-
ter able w adapt to future demand uncertainty,

of retail transmission access.

Nevertheless, in the buy-versus-build Jdebate
is important that appropriate compacisons are
made. A properly designed building program
may avoid many of the risks associated wvith the
unfortunate baseload program of the 1970s and
early 1980s. A utility could:

* Build a plant using a fixed-price. turnkev

construction contract;

» Construct with a modular approach, adding
snall units incrementally ax demand expec-
tations solidify;

s Obtain regulatory preapproval;

¢ Receive a cash retum on construction work
in progress to ease financiny stress; and

« Finance the asset with a large portion of
equity, providing a cushion tor bondholders.

PURCHASES ARE NOT RISK-FREE

Regardless of whether a utilitv buys or builds,
adding capacity means incurnny risk. To the ex-
tent that there are anv risks with purchased
power, bondholders are directiv threatened be-
cause there is na equity tayer 10 protect them
Utilities are not compensated 1vr any risks thev
assume in purchasing power At best, purchased
power is recovered dollar-for-Jd-llar as an oper-
ating expense, so theére 15 no markup to reward
equity holders for taking risk»

When a utility enters into a long-term pur-
chased power contract with a tined-cost compo-
nent, it takes on financial ri-k Heavy fivea

MMENT
400298



charges reduce a utility’s inandal ﬂe—’dbility and
long-term contractual arrangements l'eprese'nt——
at least in part—off-balancesheet dept equiva-
lents. Utilities need to take these “Snancial exter-
nalities” into account so that buy and buijid op-
tions are evaluated on & level playing field.

S&P has a methodology to quantify
this Anancial risk and adjust financal statements
to make traditional utilities and purchasing utili-
ties comparable S&P's approach is unique be-
cause it folds our qualitative analysis into our
quantitative methodology. S&P begins by deter-

ining the potential off-balance-sheet obliga-
tion. This is done by calculating the present value
of the capacity pa to be made over the life
of the contract, discounted at 10%. The capacity
payment is the fixed portion of the
pawer expense. It covers fixed costs, including
debtservice, and & return on equity.
S&P is conommad about the total fixed payment,
not simply the debt service portion: the utility is
obligated to pay the whole amount, not just a
m This means S&P is relatively indifferent to

the nonutility generator is capitalized, ex-
cept overleverag-

ing threatens the viabillty of the project.

Chart 1
Rigk Spectrum

0% Debt equivdency 100%

In virtually all casas, 5&F has access to-—and
utilizes—actual capacity psyments. In the rare
instance whare they are not available or where
capacity and energy payments are not broken
cut=-such as in an energy-only contact—S&P
will estimate the capadity peyment.

Ghart 2
Rigk factors for various off-batance-sheet obiigations

Salelecsabock (norvcoptrakoed)

0%-100%
A%-00%
Toke~and- g
Py :

10%40%
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S&P does not stop with the potential deby
equivalent. S&P recognizes that not all oblj ga-
tions have the same characteristics. What is e
of other off-balance-sheet liabilities also is true of
purchased power: some are mare firm and there-
fore more debt-like than others.

This concept of the difference in the refative
debt characteristics of purchased power obli.
gations can be illustrated by using the concept
of a risk spectrurn (see chart 1). A risk spectrum
is simply & range from 0% to 100%. Obligations
on the low end of the scale would have fewer
debt-like characteristics and would be consid-
ered less firm than the obligations judged to
fall on the high end of the scale. This spectrum
is important because the place where an obi;-
gation falls on the scale—what S&P cails the
risk factor—will determine what portion of the
obligation 5&P will add to a utility’s reported
debt. For example, if S&P determines that the
risk factor for an obligation is 20%, S&P adds
20% of the potential debt equivalent to re-
ported debt. :

Different off-balance-sheet obligations have
different rigks (see chart 2, which shows various types
of off-balance sheet abligetions and where S&P believes
they might fall on the risk spectrum scale). Sale /lease-
backs of tajor plants are viewed as the virtual
equivalent of debt, due to the strategic impor-
tance of these major electric generating facilities

and the “hell-or-high-water” nature of the lease
commitments.

Obligations under take-or-pay contracts,
which are unconditional as to both mrtmce
and availability of pawer, are consid quite
firm. The extreme case would be a unit-specific
purchase of expensive nuclear capacity under a
firm take-or-pay arrangement. Here, the risk fac-
tor might be as high as 70%-80%. Take-and-pay
contracts, which require capacity payments only
if power is available, are considered the least
debt-like of the three types of obligations listed
in chart 2 because take-and-pay capacity pay-
ments are conditional. In practice, the risk factors
for take-and-pay contracts are gen-
erally in the 10%-20% range, although some may
be as high as 50%.

DETERMINING THE RISK FACTOR

How does S&P determine the risk factor or
the place where an obligation falis 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. It
also depends on S&I’s evalaation of the ex-
tent to which these risks are borne by the
utility. The analysis is subjective, but not ar-
bitrary (see table I for some of the key factors
under each broad risk category). Depending on
circumnstances, the utility may bear substan-
tial risks. or it may have successfully shifted
risks to either the ratepayers or (o the nanu-
tility generator provider of the power.

MAY 24, 19923
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Lower risk factors would be appropriate if:
¢ The power {s economic and needed,
¢ True performance standards exist,
* A project has operated reliably,
* The utility has a say in the scheduling of main-
tenance and retains control over dispatch,
* A coniract is preapproved by regulators,
» Capacity payments are recovered through a
fuel-clause type mechanism, and
¢ A regulatory out clause passes disallowance
risk to the power seller.
The absence of these qualitative risk mitigators
would lead toward the hi end of the risk
spectrum and a higher risk factor.

ADJUSTMENTS TO FINANCIAL STATEMENTS

Once S&P has determined what the risk factor
is through a evaiuation, S&P then
adjusts the utility’s Gnancial statements. The pro-
cedure to adjust debt i to take the present value
of future ca discounted at 10%.
The 10% discount was chasen to & i-
mate a utility’s a cost of capital. re-
sult-—the equivalent-—would be
the risk factor. That result would
reported debt. To t
interest coverageratio,
would taks 1 :ff m adjusttnent to debt. A

typical example adjustment process is
~ shown below.

ABC POWER CO. EXAMPLE
To iljustrate the financial adjustments, con-
g o e X0 gt vekes
tion Venture.
Under the terms of the purchased power contract,
annual cipecity payments made by ABC Power

Tabie 2

ASC Power Ca. adjsstmant te capital Structors
(Mil. § ai year-end 1992)

Original capitsl Adiested capiial

own 7 S S S

Aessmant 1o o - S = o 1%

Common eduety 1,000 n 1.3 »
start at $115 million in 1993, rise by $5 million per
year to $135 million by 1997, and remain fixed
through the tiont of the Fower
contract in The net present value of these
obligations over the life of the contract dis-
counted at 10% is $1.3 billion.

Teble 3

ABC Powsr Ca. adiustmant to pretas interest coverage
(Mil. § year-end 1932}

Ong. pretax Ady pretax
L. cov. i gov
Net income 120 Jog
income taxes 65 q +27
inarest sxpense 1 19 = 26k 5 s 2%
Pretas avaiable

laterest assotiated with adjusted gedt « 5265 mdlion x 10%

g g

In the case of XYZ, S&I* chose a 20% risk factor,
which, when multiplied by the potential debt
equivalent, resulted in a figure of $265 million
The risk factor is chosen basad q i
analysis of the purchased power contract itself
and the extent to which market, operating, and
regm.ttory risks are borne by the utiliry.

able 2 shows the Id]uslment to ABC Powers
capital structure. S&P takes $265 million, which is
the net presery value of the future capacity payments
mult by a 20% risk factor, and adds it to ABC
Power's actual debt of $1 4 billion at year-end 1992
As illustratad in able 2, ABC Power's adjusted debt

Ievm?!ism.upﬁ'cmﬂ%.
Table 3 illustrates that ABC Power's pretax

interest coverage for 1992, without adjusting
for off-balance-sheet obligations, was 2.6 times
(x), which is calculated by dividing the sum of
net income, income taxes, and interest expense
by interest expense. To adjust for the XYZ
capacity payments, the $265 million debt ad-
justment is multiplied by a 10% interest rate to
arrive at $27 mi.ﬂlon. When this is added to
both the numaerator and denominator, adjusted
pretax interest coverage falls to 2.3x.

EFFECT ON RATINGS

The purchased power issue is somewhat com-
plex, but SkP strongly believes that certain pur-
chased power coniTacts are less risky than others,
and that these subte differences must be factored
into the analysis. S&P combines qualitative analysis
with the traditional present value approach The
result is an adjustment to debt that is- under-
standable and useful, y in the regulatory
process, since the adjusted ratios S&P derives are
the ooves on which S&P ratings are based.

Over the past few years, several ratings have
been lowered due to purchased power obliga-

tions. In other cases, S&P did not raise ratings.

S$till others are lower than they might otherwise
be owing to purchased power liabilities.

S5&P anticipates some rating downgrades of
electric utilities over the next couple of years.
However, much will depend on how utilities and

tors respond to S&P's analysis.
tilittes can offset purchased power liabilities
in several ways, including higher returns on
equity or higher ity components in capital
structures. Anoth:rqm possibility might be some
type of incentive return mechanism.

As competition increases in the electric utility
industry, power supply strategies will grow
more complex. Consequently, a utility’s pur-
chased power obligations must be evaluated ina
broader framework than the one this article ad-
dresses.

The sumple truth is that a unlity can build all o:
is own plants, finance them with a balanced mux of
equity and debt, put them into rate base without a
disallowance, and still find iself in trouble :f 1ts
rates are not cornpetitive. Consequently. the buv- »

e i e ————
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versus-build debate must be viewed within the and regulation. S&P analyzas contracts to deter.

larger context of a uality's competitive position.  faine who is taking the risk: 0

There are-many benefits to pul:-echasmg?ower. ator, the utility, or uﬁer:e;?:r?gz%ﬁh&“ner -
indeed, p};r_chasmg may be the least risky strat-  that these adjustments must be viewed Mtgmm;es
egy. but it is n_ot tisk-fpeme. S&P's methodology !ﬂfg!r context of a utility’s competitive positi ¢
quantifies the risks by éxplicitly recognizing the Curtis Maufff: ;
key qualitative faglats of markets, operations, (212) 208-165?
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3UY VS. BUILD: LET’S

BALANCE THE INCENTIVES

8Y SUSAN STRATTON MORSE

Don’'t overstate the
risks or ignore the
benefits of

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

SUSAN $TRATT DR MORSE 1S
FOTMVE AT RESIDENT OF
RSE RC-agl WNOSENMLER &

] ~3SOCeTIE Ny San anD Zags

Buy or build? Utilides, credit rating
agencies, state regulators, and inde-
pendent power producers are all
weighing in on what has become one of the
hot topics of our industry.

The debate began when the creditrating
agencies started to take a closer look at utility
power purchases from independent produc-
ers (o determine to what extent, if any, long-
term purchase contracts were “debt
equivalents” that could impair a udlity's credit
ratng. Now, regulators in each of the 50 states
are considering the question as a result of
Section 712 of the Energy Policy Act of 1992.
Section 712 requires state regulatory commis-
sions to examine the following:

1. The impact of purchase power conmacts

on a utility's cost of capital and rezail rates

2.Whether debt leveraging used by IPPs
provides them an unfair advanuage over
utilities or threatens system reiiability

3. Whether regulators should preapprove
power purchase contracts

4. Whether regulators shouid require assur-
ances of adequate fuel supplies

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

What does this mean for the independent
power indusay? [PPs, lenders, and investors
have 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 producers 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 gcod and bad build
strategies, as well as good and bad buy strat-
egies. In my view, there are no inherent ad-
vantages to either option. It all depends on
how the buying or building is done.

As the debate conunues, my advice is: First,
don’t overstate the risks or ignore the benefis

of purchases from independents, particularly
given today's state-of-the-art contracting, tech.
niques. Second, don't regulate when market
mechanisms are aiready 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 see as some of the more important issues to
consider as the debate moves forward.

€OST OF camrTal. The cost of capital issue
comes down to a debate over the perceived
risks and benefits of 3 purchase strategy com-
pared to the risks and benefits of the build (or
D5M) alternadve. For regulators, the ques
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.

PERCIIVED RiSKS. Long-term, take-and-pay
purchased power contracts with independents
may expose the 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 overstated.
Many of the risks in purchased power can be
eliminated through the terms of the contract
(termination provisions, dispatchabiliry, in-
dexed pricing, etc.) and through the regula-
tory process, including, for example,
e R

If there are risks in purchasing,
can these be mitigated
through contract terms

and/or regulatory treatment?

————— e

integrated resource planning, competitive bid-
ding, and preapproval of contracts through a
streamlined process. In practice, competitne-
bidding programs across the nation have
shown us that utlities have becorme more
sophisticated in their contracting techniques
and have had ne difficulty soliciting attracuve
offers from reputabie developers.

OVERLOOKED BINEFITS. Costof capital oro- |
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I cedings that examine purchased
power often ignore. or at least largelv
overlook. the less quanufiable benefits
(for both ratepavers and shareholders)
of a well-designed purchase program:

e et

The extent to which market
risk and regulatory
disallowance risk are borne

by utility shareholders .
and bondholders has
generally been overstated

B ———————— T —

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 mast
importantly, the potentiai to imprave
a utility’s competitive position through
reduced costs and improved reliability
and flexibility. All of the credit rating
agencies recognize there are benefits
10 a purchase strategy that can improve
a udlity’s financial strength.

DERY LEVERAOR. Ulities often argue
that relatively high debt leverage by
[PPs is possible because risk is borne by
the utilicy. High debt leverage does not
necessarily mean high risk, however.
As a lender (o the IPP industry for gver
10 years, I can say that high leverage is
possible when risks have been allocated
to reliable and creditworthy fuel sup-
pliers, construction contractors, opera-
tors, insurance companies, and other
suppliers, as well as a creditworthy
purchaser.

The degree of debt leverage and the
resulting cost of capital in a project
financing represents the capital
market's determination of the extent
to which the project developer has
managed, controlled, and mitgated
risks. If the developer can allocate these
risks to 15 suppliers and contractors
and can sull provide reliable power at
a cost below what the utiiity would have
incurred had it built, then utility
ratepasers, bondholders, and stock-
holders all benefit.

RELIABILITY. [ have seen no evidence
that projects with relatively higher debt

ieverage have poorer reliability or avail-
ability records. Project financings are
very ughdy conuolled through cow
enants and restrictive language in the
financing documents in order to pre-
serve the viability of the project over
the long term. Further, security agree-
ments are structured to allow the lender
to keep the project running should the
owner of the project get into financial
difficuldes. In the absence of serious
technical difficulties, project abandon-
ment is remote.

The capital market has demon.
strated its ability 1o “regulate” the
amount of leverage used in project
financings according to the market's
assessment of risk. Oversight or impo-
sition of debt limits by utility regulators
wouid add another levet of control that
is not needed.

The financial markets also serve to
“regulate” fuei supply arrangemenits for
[PPs. Lenders and equity investors scru-
tinize fuel supply and transport agree-
mentsand the quality of the contracting
parties in painstaking detail to be sure
that fuel price and supply risks are
allocated efficiendy. Further scrutiny
by regulators adds a layer of review that
is not needed and couild be costly.
TME MEXT STEP. The debate is now
broadening from the relative risks and
benefits of building and buying to how
10 best motivate 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,
regardless of the relative merits of each.

Under traditional return-on-rate-
base ratemaking, the primary way
management grows earnings is by in-
vesting new capitat on which a rerum
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 strategy benefis ratepavers, ai-
most certainly.

Faced with the existing regulatory
framework, IPPs may take a “Just-Do-
It” position on incentives and return
adjustments. In my view, however, there
are three challenges associated with
utilities earning a return on purchased
power:

¢ Utlity management shouid
given incenuves 10 OpPerate s
provide low-cost. reliable pow-
matter what the source ot
power. Calculating the appronn-
ate incentive level would be . |
cult

¢ As raung agencies and the finan-
cial community continue (o evaju-
ate the risks and 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 rewrn
on purchased power must not tilt
the playing field further toward a
preference for building. Specifi-
cally, incentive mechanisms and
comparisons between costs of
building and costs of purchasing
should reflect the risks of each
strategy, not just the risks of pur-

D e

All of the credit-rating
agencies recognize there are
benefits to a purchase
strategy that can improve a
utility’s financial strength

chased power. There have been
proposals to penalize IPPs in their
power supply bids by adding a cost
factor to the IPP’s bid o “reflect
the burden of debt equivalence.”
When a ulity-built option is com-
pedng against purchase options,
cerrinily the incremental cost of
issuing new debt and equuty 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 us. As
we go forward in this transitional pe.
riod from regulated monopolies w0
compeuuve resource procurement, we |
need (o make sure that we have a means
of balancing incenuves so that all re
source options are considered on a basis
that fully recognizes each rescurce’
unique benefits and costs. vl
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AREAS OF EXPOSURE

There are two basic areas of exposure; Cogeneration Power Purchases and Interchange Power Purchases, FERCI
Reg 35.14, and prior FERC Audit rulings state the process to be used in the Wholesale Fuel Adjustment Clause.

Each wrea is epecifically identified and addregsed. Below is 2 summary of 35.14 and the Audit Rulings as it relates
to these areas:

COGENERATION PURCHASED POWER
FERC 35.14 (2)(ii):
. Actual identifiable fossil snd nuclear fuel costs associated with the purchase. Estinates can be

used by taking the actual cogen heat rate and the published tariffs of the fuel suppliers of the
cogenerator.

FERC 35.14 (2)(Hi):
L ]

Total cost of the purchase is less than the TOTAL AVOIDED VARIABLE COSTS that would
have been incurred by the buyer had s particular purchase not beea made.

INTERCHANGE PURCHASE POWER
FERC 35.14 (8)(1)®:

Definition of Economic Power is power or energy purchased over a period of twelve months or
less where the total cost of the purchase is loss than the buyers total avoided variable cost.

Energy M. apart from fuel costs, of power purchased on an economic dispatch basis which did
not displace available ressrve capecity.

Energy costs of purchase power, which replaced power unavailable because of a scheduled outage,
should not exceed the energy costs of the repiaced power.

FERC order 352, docket oo RM83-62-000, supecrceoded by
FERC order 529, S5 FR 47321, dated Nov. 13, 1990:

. Order 352 states that purchase power costs can be put into Wholesale fuel if two conditions are

toet.....total cost is less than the buyer's total avoided variable cost, and the purpose of the
purchase must be solely to displace higher cost geaeration. The second condition exciudes from

sutomatic fecovery purchases made to maintain reserve levels or other wise cure a capacify
deficieacy.

FERC order 529 superceeds 352 and discusses reserve issues and reliability levels.....Legal couasel
should be consulted on this item.

-

/ ,
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FUTD AND FUEL ADJUSTMENT CLAUSES

Purchassd Powar Costs/Co-Genaration

Cost of Cogensration and Small Powsr Purchases Included in Wholesale Fuel
Adjustment Clause (FAC)

The Cozpany improperly included the entire snergy cost coaponent of purchased

povaer froam cogensration and small powar producers in vholasale fuel adjustment
clause billings. :

The Company included the entire energy coat component related to the abova
purchases as & coaponent of fuel cost in the computation of fuel adjustment
clause (FAC) billings to wholesale customers. The Company considered that ali
purchases under thess contracts were made under econcmic dispatch basis
bacause the pricing of energy is based on marginal cost analysis using a
production cost simulation model. The Company also included the energy
payments to cogenerators and small power producers in the base cost of fuel in
wholesale rate filings. The Coapany did not request specific Commission

approval to recover the sbove mantioned costs froa wholesale customers through
fuel adjustment clause dillings. ‘

Special Condition 9, Puel Cost Adjustment, paragraphs b{2) and b(3} of the

Company's wholesale rate schedules dafines the cost componsnts of purchased
power rscoverable through FAC hillings as follows:

b(2) The actusl identifiadle fossil and nuclesr fusl costs associated

with energy purchased for reasons other than identified in Paragraph
b(3)...below... ’

b{3) The net energy cost of energy purchases, exclusive of capacity or
demand charges (irrespective of the designation assigned to such
transaction) when such energy is purchased on an economic dispatch basis.
iIncluded therein may be such costs as the charges for economy energy
purchases and the charges as a result of scheduled cutage, all such kinds

of energy being purchased by the Company to substitute for its own higher
COSt &NBrgY«..

The Division of Audits concluded that the Company's approved wholesale fuel
adjustment clause (Special Condition 9, Fuel Coat Adjustment, paragraph b(2))

allows only the actual ideatifiable fossi)l fuel component of snergy purchased
from coganeratars.

The Company was required to (1) revise procedures to include only the actual
identifiable fossil fusl associated with purchase powar from cogenerators and
snall power producers in future wholesale fusl adjustment clause calculations,
or in the event such information is not directly available from the sellers,
use a computed amount of fual based upon factors darived for actual heat rates
furnished by cogenarator and the published tariffs of tha fuel suppliers of
the cogenerator, and (2) recompute monthly FAC billings to all wholesale
customers since January 1, 1982 by including only the actusl identifiable
foaeil fuel costs assoclated with purchase power from cogenerators and small
power producers in the computations, or in the event such information is not
directly avallable from the sellers, use a computed amount of fuel bamed upon
factore derived for actual heat rates furnished by cogenerator and the
published tariffs of the fuel suppliers of the cogensrators, and (3) make
refunde including interest to &ll wholesale customers.
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FUEL AND FUEL A.I_)JUS':.'KE:RT CLAUSES )

Purchased Powar Costs/Co~-Genaration

Inclusion of Purchased Power Cost in Fuel Adjustment Clause Billings

The Company improperly included in wholesale fusl adjustment clause (FAC)
billings the total energy cost of all purchased power transactions.

The Company deemed all purchases of power to be made on an “sconomic dispatch-~
basis. The snergy charges, which included costs other than fuel, in some

instances related to purchased power did not replace available Tessrve
capacity,

Part 35.14 of the Ragulations under the Pederal Power Act, and the Company's
FAC tariff, provided for the inclusicn in FAC calculations of the total energy
costs of powsr purchased on an “sconomic dispatch® basis, when such purchasas
displaced available ressrva capacity. The Company's FPAC tariff also provided
tor recovery of the total enargy charge of power purchased to replace
Qenaraticn unavailable because of schaduled cutages, to the axtent that the
total energy charge did not exceed the fuel cost of the raplaced power.

- However, Part 35.14 of the Commission's Regulations and the Company‘’s filed

alh

PAC tariff did not provide for inclusion in FAC calculations of either (1)
snergy costs, apart fros fusl costs, of powsr purchased eon an economic
dispatch basis which did not displace available ressrve capacity, and (2)
energy costs of purchased power, which replaced power unavailable because of a

scheduled ocutage, to the axtent such anergy costs exceaeded the fuel costs of
the replacsd power.

Accordingly, DOA concluded that the inclusion in the FAC calculations of total

energy costs from purchased powar transactione resulted in excessive amounts
being recovered through wholesale fuel adjustment clause billings.

The Company was required to (1) revise procedures to comply with the
requirements of Part 35,14 of the Regulations under the Federal Power Act and
its filed tariff when detarmining amounts to be recorded through its whelasale
fuel adjustment clause, and (2) make appropriste refunds to its wholesale

customer, with interest as required by the Commission's Regulations 3S.1%a (a)
{2) (LiL).



FUED AND FUEL ADJUSTML CLAUSES

Purchased Powar Costs/Co-Geaneration

Cost of Purchased Power from Qualifying Fagilities Included in Fuel Ad4ustment
[o]

lause Billings

The Company purchased energy from QFs on an as available basis. The Company

included both the demand and energy cost of the purchases in the coaputation
of FAC billings to wholesals customers.

The Commission addressed the question of collecticn of QF purchases through
.the FAC in Order No. 352 (Docket No. RM83-62~-000, issued Decembe: 1983), and
rejectad the inclusion of QF purchases in FAC billings.

Under the approved wholesale tariff, we cencluded that the Company eould not
include the cost of the QF purchases in wholesals FAC billings.

It was recommended that the Company:

(1) revise procedures to exclude the cost of QF purchassd power coate from
. future wholesals FAC calculations; and

(2) recomputs monthly FAC billings to wholesale customers by slimineting the
entire cost of purchased power from QFs from the curzent month's cost of

fusl (but not from the base cost of fusl) and make appropriate refunds,

with interest computed accozding to Section 35.19(a) of the Comuission's
regqulations, for any overcollectsd amounts.

al
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FUEL AND FUEL ADJUSTH. - CLAUSES

Purchased Power Costs/Co~Generation

inclusion of Total Energy Costs of Pirm Purchase Power in Wholasale Fuel
Adjustment Clause (FAC) Computations

The Company improperly included in wholasale fuel adjustment clause (FAQ)

billings the total energy charges related to certain purchases of energy that
didn't meet the Coomission's "econcamic dispatch*® criterias.

The Company followed the practice of including the entire energy cost
componant (exclusive of capacity or damand charges) associated with firm
purchases as an elemant of fuel cost in computing FAC billings to wholasale
custoaers. The Company generally scheduled the purchase power from these firm
purchase power Contracts on an “"sconomic dispatch® basis; however, certain of

the purchases were made on a "non-economic dispatch” basis to meet contractual
requirenents.

In Opinion No. 34, Docket No. ER76~398, issued January 1S, 1979, tha
Commissicn axplained the purpose of its economic dispsteh criteria as follows:

«ss Order NHo. S17 states that Ssction 35.14(a}(2)(4iil) was
intended to benefit consumars by ancouraging energy purchases
when the cost of che purchased ansrgy is less than the cost
of the purchaser‘'s own gansration. Whether the purchase
would be chsaper than generation is detsrmined on an
hour-by-hour basis. This i{s what we intended to encourage.
By requiring to use the actual hour-by-hour cost in the fuel

clause the consumar will benefit as intended.... (emphasis
added)

The Commission's policy on economic dispatch was further explained in the
' Notice Qf Proposed Rulemaking in Dockat Ho. RM83-52-000, Treatment of
Purchased Powar in Fuel Cost Adjustment Clause for Electric Utilities.

Under the conditions of the Company's existing FAC rate scheduls, the total
eftlergy cocponent of firm purchase power can only be included in FAC tariff
billings if it meets the “sconomic dlspatch® criteria on an hour-by-hour
basis. Whan firm purchase power doesn't mesat the “econamic dispatech™
criteria, a company may only include the identifiable fossil and nuclsar fuel
costs related to such purchases in FAC tariff billings. The Company didn't
request specific Commission approval to recover the sntire ener:; payment
related to individual purchases made on a non-economic basis L{n FAC billings.

The Division of Audits concluded that the Coapany‘s PAC billings toc wholesale
customers were overstated during the period under audit to the extent that
such billings included payments related to enargy purchases that wers not on
an "economic dispatch® based on the Commission's hour-by-hour criteria.

- . A A e
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231 102488 Regulations 15,451

Part 292 —Regulations under Sectlons 201 and
210 of the Public Utility Re%llator Policies Act of
1978 with Regard to Small Power Production and

Cogeneration.

(% 25,110]

Subpart A—General Provisions
Sec.

292.101 Definitions.

Subpart B—Qualifying Cogeneration and Small Power Production
Facilities

Sec.

292.201 Scope.

292.202 Definitions. .

292.203 General requirements for qualification.

292.204 Criteria for qualifying small power production facilities.

292.205 Criteria for qualifying cogeneration facilities.

292.206 Ownership criteria.

292.207 Procedures for obtaining qualifying status.

292.208 Special requirements for hydroelectric small power production facilities

- located at a new dam or diversion.

292.209 Exceptions from requirements for hydroeleciric smail power production facili-
ties located at a new dam or diversion.

292.210 Petition alleging commitment of substantial monetary resources before Octo-
ber 16, 1986.

292.211 Petition for initial determination on whether a project has a substantial
adverse effect on the environment (AEE petition).

Subpart C—Arrangements 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 Scope.

292.302 Availability 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 I[nterconnection Costs.

292.307 Systemn Emergencies.
292.308 Standards for Qperating Reliability.

Federal Egergy Regulatory Commission ﬂ 25, 110
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15,452 Regulations 231

Subpart D—Implementation
Sec.

292.40! Implementation by State Regulatory Authorities and Nonregulated Utilities
292.402 Implementation of Certain Reporting Requirements.
292.403 Waivers.

Subpart E—Qualification of Cogeneration Facilities for Incremental
Pricing Exemption [Removed.]

Sec.

292.501 Scope.
292.502 Qualifving 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 Uuhty Holding Company
Act and Certain State Law and Regulation.

AUTHORITY: Federal Power Act 16 U.S.C. 7912-824r (1982), as amended
by Electric Consumers Protection Act of 1986, Pub. L. No. 99-495; Depar:.
ment of Energy Organization Act, 42 U.S.C. 7101.7352 (1982); EO 12009, 3
CFR 1978 Comp., p. 142; Independent Offices Appropriations Act, 31 US.C.
9701 (1982); Public Utility Regulatory Policies Act, 16 U.S.C. 2601.2643
(1982), as emended.

SOURCE: The provisions of Subpart A are contained in 45 Federal Register
12214, February 25, 1980, effective March 20, 1980, unless otherwise noted.
The provisions of Subpart B are contained in 45 Federal Register 17959,
March 20, 1980, effective March 13, 1980, unless otherwise noted. The
provisions of Subparts C and D are contained in 45 Federal Register 12214,
February 25, 1980, effective March 20, 1980, unless otherwise noted. The
provisions of Subpart E are contsined in 44 Federal Register 65744, Nov-
ember 15, 1979, effective November 9, 1979, unless otherwise noted. The
provisions of Subpart F are contained in 435 Federa! Register 12214, February
25, 1980, effective March 20, 1980, unless otherwise noted.

| 25. 110 ) ’ Pederal Energy Guidelines
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Regulations 15,453
Subpart A—General Provisions

(725,111]
§ 292.101 Definitions.

{a) General 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 a2 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 ele-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 significant 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 costs” 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 costs” means the reasonable costs of connection,
switching, metering, transmission, distribution, safety provisions and
administrative costs incurred by the electric utility directly related to the
installation and maintenance of the physical facilities necessary to permit
interconnected operations with s qualifying facility, to the extent such costs
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 an
equivalent amount 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, regulariy 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.

Federal Energy Regulatory Commission §292.101 925,111

o221
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15,454 Regulations

(10) “Interruptible power™ means electric energy of capacity supplied by
an electric utility subject to interruption by the electric utility under specified
conditions.

(11) “Maintenance power” means electric energy or capacity supplied by
an electric utility during scheduled outages of the qualifving facility.

[The next page is 15,487.)

bl 25.111 § 292.101 | Federal Energy Guldott‘im
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226 7.2788 Regulations 15,467

Subpart B—Qualifying Cogeneration and Smail Power
Production Facilities

[125,121]
§ 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(17XC) and 3(18XB). respectively, of the Federal
Power Act, as amended by section 201 of the Public Utility Regulatory
Policies Act of 1978 (PURPA). ’

[125,122]

§ 292.202 Definitons.
For purposes of this subpart:
(a) “Biomass" means any organic material not derived from fossil fueis;
(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) “Topping-cycle cogeneration facility” 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) “Bottoming-cycle cogeneration facility” means a cogeneration facility
in which the energy input to the system is first applied to & useful thermal
energy process, and the reject heat emerging from the process is then used for
power production;

() “Supplementary 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 bottoming-cycle 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 therma! 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;

(5) “Total energy input” means the total energy of all forms supplied from
external sources.

Federal Energy Regulatory Commission § 292.202 T{ 25, 122
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(k) “Natural 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 ail 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 2(a)X7) of the Public Utility Holding Company Act of 1935,
15 US.C. § 79b(aX7) which owns one or more electric_utilities, as defined in
section 2(aX3) of that Act, 15 U.S.C. §79(a¥3), but does not include any
holding company which is exempt by rule or order adopted or issued pursuant
to sections 3(aX3) or 3(a)5) of the Public Utility Holding Company Act of
1935, 15 U.S.C. § 79¢c(a)3) or § 79c(aX5).

(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 S0 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 S0 percent or more of the outstanding voting
securities of which are directly or indirectly owned, 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 power project, any construction, or
enlargement of any impoundment or diversion structure (other than repairs or
reconstruction or the addition of flashboards of similar adjustabie devices);

{(q) "Substantial adverse effect on the environment” means a substantial
alteration in the existing or potential use of, or a loss of, natural features,
existing habitat, recrestional uses, water quality, or other environmental
resources. Substantial alteration of particular resource includes a change in
the environment that substantislly 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 inciudes (but is not limited to) the cost of agency
consultation, environmental studies, and engineering studies conducted pursu-
ant 1o § 4.38 of this chapter, and the Commission’s requirements for filing an
application for license exemption.

01 Subsections (a)-(i), 45 F.R. 17959 46 F.R. 19229 (March 30, 1981); subsections
(March 20, 1980); subsection (j), 45 F.R. 33958  (pMr), 53 F.R. 26992 (July 18, 1988).
(May 21, 1980); subsections (k)»(m), 45 F.R. 08 Historical record.—Section 292.202

17959 (March 20, 1980); subsection (n), 45 originated in 45 F.R. 17959 {3/20/80), effec-
FR 66787 (October 8, 1980); subsection (0), tive 3/13/80.
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Subsection (j), appearing in ¢S F.R. 17958
(3/20780), effective 3/13/80, read as follows
until it was amended in 45 F.R. 33958
(5,21/80), effective 5/15/80:

{31 “Total energy input” mesns the total
energy of all forms supplied from externa)
sources other than supplementary firing 1o the
faciiny;

Subsection (n) was added by 45 F.R
52779 (8/8/80), effective 8/4/80, and read as
follows until it was amended in 45 FR
66787 (10/8/80), effective 9/26/80:

in) “Electric utility holding company™
means 3 holding company as defined in section
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21ax7Y of the Public Utitity Holding Company
Act of 1935, 15 USC. 79%ax?) which own:
one or more electric utility companies, as
defined in section 2(aX 3 of that Act, 13USC
795(aX3).

Subsection (o) newiy originated in 46
P.R. 19229 (3/10/81), effective 5/1/81.

Subsection (p) newly originated in 53
P.R. 26992 (7/18/88), effective 9/16/88.

Sabeection (Q) newly originated in 353
F.R. 26992 (7/18/88). effective 9/16/83.

Subsection (r) newly originated in 53

F.R. 26092 (7/13/88), effective 3/16/88.

(] 25,123)
§ 292.203 General requirements for qualification.

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

(1) Meets the maximum size criteria specified in § 292.204(a);
(2) Meets the fuel use criteria specified in § 292.204(b); and
(3) Meets the ownership criteria specified in § 292.206.

(b) Cogeneration facilities. A cogeneration facility, including any diesel
and dual-fuel cogeneration facility, is a qualifying facility if it:

(1) Meets any applicable operating and efficiency standards specified in
§ 292.205(a) and (b); and

~ (2) Meets the ownership criteria specified in § 292.206.

(c) Hydroelectric small power production facilities located at 2 new dam
or diversion. (1) Except as provided in paragraph (cX2) of this section, 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 if it meets the
requirements of:

(i) Pasagraph (a) of this section; and

(i) Section 292208,

~ (2) Moratorium.~=(i) 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 8(e) of the Electric Consumers
Protection Act of 1986 (ECPA), Pub. L. No, 99495, is in effect. The morato
riumn applies to a license or an exemption issued on or after October 16, 1986
The moratorium will end at the expiration of the first full session of Congress

following the session during which the Commission reports to Congress on the
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:

§ 292.203 725,123
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(A) Meets the requirements in paragraph (cX1) of this section; and
(B) Qualifies for one of the exceptions in § § 292.209 or 292.210.

D1 Subsection (a), 52 F.R. 5276 (February
20, 1987); subsection (b), 52 F R. 2464 (July
30, 1987), subsection (), 53 F.R. 26992 (July
18, 1988).

08 Historical record.—~Section 292.203
originated in 45 F.R. 17959 (3/20/80), effec-
tve 3/13/80.

Subsection (a). appesring in 45 P.R.
17959 (3/20/80). effective 3/13/80, read as
follows until its amendment in 52 F.R. 5276
(2/20/87), effective 3/23/87:

(a) Small power production [acilities. A
small power production facility is a qualifying
facilicy if it:

(1) Meets the maximum size criteria speci-
fied in § 292.204(a);

(2) Meets the fuel use criteria specified in
§ 292204(b); and

(3) Meets the ownership criteria specified in
§ 292.206.

Subsection (b), appearing in 45 P.R.
17959 (3/20/80), effoctive 3/13/80, read as
follows until it was amended in 46 PR
33025 (6/26/81), effective 7/27/81:

(b) Cogeneration facilities. (1) Unless
excluded under paragraph (c), s cogeneration
facility is a qualilying facility if it:

(i) Meets any applicable operating and effi-
ciency standards specified in § 292.205(s) and
(b); and

(ii) Mee1s the ownership criteria specified in
§ 292.206.

(2) For purposes of qualification of a
cogeneration facility for exemption from incre-
mental pricing, » cogeneration facility must
qualify under § 292.20%(c).

Subsection (b), appearing in ¢ PF.R.
33025 (6/26/81), offective 7/27/81, read aa
follows until its amendment in $2 F.R.
28464 (7/30/87). offective 1 /1/88:

(b) Cogeneration facilities. (1) A cogeners-
tion facility, including any diesel and dual-fuel
cogeneration facility, is & qualifying facility if
(1%

(i) Meets any applicable operating and effi-
ciency standards specified in § 292.205(a) and
{b), and

(ii) Meets the ownership criteria specified in
§ 292 206.

(2) For purposes of qualification of a
cogeneration facility for exemption {rom incre.
mental pricing, a cogeneration facility must
qualify under § 292.205(¢).

T98 192 & 209 9n7
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Subsection (¢), appearing in 45 F.R.
17959 (3/20/80), elfective 3/13/80, read as
follows undl it was amended in 45 F.R.
33958 (5/21/80), effective 5/15/30;

tc) Interim exclusion. (1) Pending further
Commission action, any cogeneration [acility
which is & new diese! cogenerstion facility may
not be & qualifying facility.

(2) A oew diesel cogeneration facility is o
cogeneration facility:

(i) Which derives its useful power output
{rom s diesel engine, and

(ii) The installation of which began on or
after March 13, 1980,

Subsection (c), appearing in 45 F.R.
33958 (5/21/80), effective 5/15/80, read as
follows until it was deleted in 46 F.R. 33025
(6/26/81), effective 7/27/81:

(¢) Interim exclusion. (1) Pending further
Commission action, any cogeneration f(acility
which is a new diese! cogeneration facility may
not be a qualifying facility.

(2) A new diesel cogeneration facility is &
cogeneration facility:

(i) Which derives its useful power output
from a diesel engine, and

(ii) The instafllarion of which began on or
after Mareh 13, 1980.

(3) Pending further Commission action, any
cogeoeration [acility which is 8 new dual-fuel
cogeneration facility which seeks to obuain
qualifying statys mum follow the procedures
set forth in § 292, 207(b) of this section.

(4) A new dual-fuel cogeneration facility is a
cogeneration [acility:

(iy which derives its useful power output
from an internal! combustion piston engine
capabie of changing automatically between gas
and oil operation, and

(i) the installation of which began on or
after May 15, 1980.

Subsection (c), dalnwed in 46 F.R. 33025
(6/26/81), effective 7/27/81, was reinstated
in 52 P.R. 5278 (2/20/87), efective 3/23/87,
and read as follows until its amendment in
S3F.R 26992 (7/18/89), affective 9/16/88:

{¢) Hydroeiectric small power production
facilities located at & new dam or diversion. (1)
General rule. Except as provided in paragraph
{cX2) of this section and § 292 208 of this parnt,
a hydroelectric small power production facility
that impounds or diveris the water of a natural
watercourse by means of & new dam or diver-
sion is & qualifying facility if:

Padacat Paarey Niidalimee
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(1) It meets (he requirements in paragraph
(a) of this section,

(ii} The Commission finds that the project
will not have substantial adverse effects on the
environment, including recreation and water
Quality, when it issues 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 §4.32(¢) of this chap-
ter, that the project is not located oa aay
segment of a natural watercourse that:

. (A) Is included in (or designated lor poten-
tial inclusion in) a State or National Wild and
Scenic River System, or

(B) The State has determined, in accordance

with spplicable State law, to possess unique

natural, recreational. cultural or scenic attrib--

utes which would be adversely alfecied by
hydroelectric development; and

Regulations

(iv) The project meets the terms and condi.
tions set by the appropriate fish and wildlife
sgencies under the same procedures as pro-
vided for under section XXc) of the Federal
Power Act.

(2) Exception. A bydroelectric smali power
praduction facility that impounds of diverts
the water of a natural watercourse by means of
® new dam or diversion is not s qualifying
facility if the moratorium described in section
8(e} of the Electric Consumers Protection Act
ol 1986 (ECPA), Pub. L. No. 99495, is in
effect. The marstorium applies to s license or
an exsmplion iassued on or after October 15,
1986. The moratorium will end at the expira.
tion of the first full session of Congress follow-
ing the session during which the Commission
reports to Congreas on the results of the study
required under section 8(d) of ECPA.

[12%,124)
§ 292.204 Criteria for qualifying amall power production facilities.
(a) Size of the facility—(1) Maximum size. The power production capac-

ity of the facility for which qualification is sought, 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 megawatts.

(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 use 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 appliéation of subpara-
graph (2) for good cause.

(b) Fuel use. (1Xi) 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.

(i) Any primary energy source which, on the basis of its energy content,
is SO 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), 43 F.R. 17959 (March 20,
1980), subsection (b). 46 F.R. 19229 (March
30, 1981).

Federal Energy Regulatory Cornmission

05 Historical record —Section 292.204
originated in 45 P.R. 17959 (3/20/80), effec-
dve 3/13/80.
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Subsection (b), appearing in 45 F.R.
17959 (3/20/80), effective 3/13/80, read as
follows until it was amended in 45 F.R.
33958 (5/21/80), effective $/15/80:

(b) Fuel use. (1xir The primary energy
source of the facility must be biomass, waste,
renewable resources, or any combination
thereof, and more than 50 percent of Lhe total
energy input must be from Lhese 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, natura} 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.
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Subsection (b). appearing in 45 F.R.
33958 (5/21/80. etfective 5/15/80, read as
follows until it was amended in 46 F.R.
19229 (3/30/81). etiective 5/1/81:

(b) Fuel use. t1xi) The primary energy
source of the facihiy must be biomass. waste,
renewable resources, or any combination
thereof. and more than 75 percent of the total
energy input must be from these sources.

(i) Any primary energy source which, on the
basis of ils energy content, is SO percent of
more biomass shall be considered biomass.

(2) Use of oil, natural gas, and caal by a
facility may not, in the aggregate, exceed 25
percent of the total energy input of the facility
during any calendar year period.

(7 25,128]
§ 292.205 Criteria for qualifying cogeneration facilides.

(2) Operating and efficiency standards for topping-cycle facilities—(1)
Operating standard. For any topping<cycle cogeneration facility, the useful
thermal energy output of the facility must, during any calendar year period,
be noless than S percent of the total energy output.

(2) Efficiency standard. (i) For any topping-cycle 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)(2XiXB) of this section be 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, be no less 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
(aX2)Xi) of this section there is no efficiency standard.

(b) Efficiency standards for bottoming-cycle 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.

(¢) 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. :

0152 F.R. 28464 (July 30, 1987), 08 Historical record.—Section 292.205

originated in 45 F.R. 17959 (3/20/80), effec-
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tive 3/13/80, and read as follows until its
amendment in 52 F.R. 28464 (7/30/87),
eflective 1/1/88:

(as Qperating and efficioncy standards for
topping-cycle facilities—<(1) Opersting stan:
dard For any topping-cycle cogeneration facil-
ity, the usefy!l thermal energy output of the
facility musi, during any calendar year period,
be no less than 5 percent of Lhe totyl energy
output.

(21 Efficiency standard. (i) For any topping-
cycle cogeneration facility for which any of the
energy input is natural gas or oil, and the
installation of which began on or alter March
“13, 1980, vhe useiul power output of the {acil-
ity plus one-half the useful thermal energy
output, during any calendar year period, must:

(A) Subject to parsgraph (aX2XiXB) of this
section be no less than 42.5 percent of the total
energy input of natural gas and oil 10 the
facility; or

(B+ 1f the useful thermal energy output is
less than 1S percent of the wotal energy output
of the facility, be no less than 45 percent of the
tocs! energy input of natural gas and ail 1o the
facility. :

_(ii) For any topping-cycle cogeneration facil.
ity not subject to paragraph {a)}2Xi) of this
section there is no efficiency standard.

(b} Efficiency standsrds for bottomingcycle
{acilities. (1) For any bottoming-cycle cogener-
ation facility lor which any of the energy input
as supplementary firing is natural gas or oil,
and the installavion of which began on or after
March 13, 1980, the useful power output of the
{scility must, during any calendar year period,
be no less than 45 percent of the energy input
of natursi gas and ail for supplementary firing.

Regulations
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12 For any bottoming<ycle cogeneration
facilsty not covered by subparagraph (1) of ths
paragraph, there is na efliciency standard

1¢) Exemption [rom incremental pricing (1,
Natural gas used in any topping<ycie cogene:.
ation facility is eligible for an exemption from
incremental pricing under Title {1 of the Nay.
ral Gas Policy Act of 1978 (NGPA) and Part
282 of the Commission's rules if:

(i) The {acility meets the operating and effi.
ciency standards under paragraphs (aX1) and
(2xi) of this section and is a qualifying facility

" under § 292 20KbX1); or

(ii) The facility is & qualifying facility under
Subpart E of this part.

(2) Natural gas used in any bottoming-cycie
cogeneration facility, not subject to an exemp-
tion from incremental pricing under Subpan E
of this part, is eligible for an exemption under
Title II of the NGPA and Part 282 of the
Commission’s rules to the extent that reject
heat emerging from the useful thermal energy
process is made available {or use for power
production.

{3) Nothing in this subpart affects any
exemption provided under Subpart E of this
parL

{4) Nawral gas used for supplementary fir.
ing in any cogeneration facility is no eligible
under this part for exemption from incremen.
al pricing.

(d) Waiver. The Commission may waive any
of the requirements of paragraphs (a), (b) and
{¢) of this section upon s showing that the
facility will produce significant energy savings

(1 25,126]

§ 292.206 Ownership criteria.

(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 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, or any combination
thereof. If a wholly or partially owned subsidiary of an electric utility ar
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.

§ 292.206 125,126
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(c) Exceptions. For purposes of this section a company shall not be
considered to be an “electric utility” company if it:

t1) 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 3(aX5) of the

Public Utility Holding Company Act of 1935, 15 U.S.C. 79c(aX3), 79c(aX5):
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).

01 Subsection (a), 45 F R. 17959 (March 20, amended in 45 P.R 52779 (8/8/80), effec-
1980~ subsection (), 45 F.R. 52779 (August 8, tive 3/4/80 by deleting the word “public”
1980« subsection (c), 46 F.R. 11251 (2/6/81), and inserting in lieu thereof the woed “slec-
effective 1/28/81. . tric.”

08 Historical record.—~Section 292 Subsection (c) newly originated in 46
originated in 45 PR 17939 (3/20/80), effec-  F.R. 11251(2/6/81), effective 1/28/81.
tive 3/13/80.

Sabsaction (b). appearing in 45 F.R.

17959 (3/20/80). offective 3/13/80, was

[125,127]
§ 292.207 Procedures for obtaining qualifying status.

(a) Qualification. (1) A small power production facility or cogeneration
facility which meets the criteria for qualification set forth in §292203 is a
qualifying facility. :

(2) The owner 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 procedure—(1) Application for Commission certification.
Pursuant to the provisions of this paragraph, the owner or operator of the
fadlity may file with this Commission an application for Commission certifi-
cation that the facility is 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 {acility, 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-
ties. An application by a small power producer for Commission certification
shall contain the following additional information:

< 25.127 § 292.207 Federal Energy Guidelines
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- (i) The location of the facility in relation to any other small power
production facilities located within one mile of the facility owned by the
applicant which use the same energy source, and

(ii) Information identifying any planned usage of natura! gas, oil or coal

(4) Additional application requirements for 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 not
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 Federa) 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 Certification of Qualifying Status
of a (Small Power Production) (Cogeneration) Facility

On (date spplication 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 10 be heard or objecting to the granting of qualifying
status should file a petition to intervene or protest with the Federal Energy
Regulatory Comsmission, 825 North Capitol Street, N.E., Washington, D.C
20426, in accordance with § § 383.209 and 385.214 of this chapter. All such.
petitions or protests must be filed within 30 davs after the date of nuhlicatinn
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of Lhts notice and must be served on the applicant. Protests will be considered
by the Commission in determining the appropriate action to be taken but will
nol serve to make protestants parties Lo 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 more. An electric
utility is not required to purchase electric energy from a facility with a design
capacity of 500 kW 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 qualifying 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 statemnents contained in
its application for Commission certification.

(2) Prior to undertaking any substantial alteration or modification 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 resuit in a revocation of

qualifying status.

.01 Subsection (2), 45 F.R. 17959 (March 20,
1980); subsection (b), $3 F.R. 15374 (April 29,
1988), subsection (¢), 45 F.R. 17959 (March
20, 1980).

05 Historical record.—Section 292.207
originated in 45 F.R. 17959 (3/20/80), effec-
tive 3/13/80.

Subsection (b), appearing in 45 F.R.
17959 (3/20/80), effective 3/13/80, read as
follows until its amendment in 45 F.R.
33503 ($/20/30), effective 5/5/80:

(b) Optional procedure—(1) Application for
Commission certification. Pursuant to the pro-
visions of this paragraph, the owner or gperator
of the facility may file with this Commission
an application (or Commission certification
that the {acility is a qualifying facility.

(2) General contents of application. The
application shall contain the following informa-
Lon:

(i) The name and address of the applicant
and location.of the facility;

(ii) A brief description of the facility, includ-
ing & statement indicating whether such facil-
ity is 2 small power production facility or 3
cogeneration facility.

(iii) The primary energy source used or 10 be
used by the facility;

(iv) The power production capacity of the
facility; and

(v) The percentage of cunership by any elec-
tric utility or by any public utility holding
company, or by any person owned by either.

FAR 197 & 209 907
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(3) Addicional application requirements for
small power production faciliies. An applica.
tion by 2 smatl power producer for Commission
certification shall contain the following addi-
tonal information:

(i) The location of the facility in relation to
any other small power production facilities
located within one mile of the facility owned by
the applicant which use the same energy
source; and

(ii) Information identilying any planned
usage of natural gas, oil or conl

{4) Additional application requirements for
cogeneration facilities. An application by a
cogenerator for Commission certification shall
contain the {ollowing additional information:

(i) A description of the cogeneration system,
including whether the facilizy is a topping or
bottoming cycle and sufficient information to
determine that any applicable requirements
under § 292205 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 matier for hearing. Any
order denying certification shall identify the
specific requirements which were not met. If
no atder is issued within 90 days of the filing of
the complete application, it shall be deemed to
have been granted.

Federal Energy Guidelines
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Subsection (b), appearing in 48 F.R.
33603 (5/20/80). effective §/5/80, was
amended in 45 F.R. 52779 (8/3/80), effec-
tive 8/4/80, in (b)2Xv) by deleting the
word “public” and inserting in lieu thereof
the word “electric.”

Subsection (b), appearing in 4§ F.R.
52779 (8/8/80). effective (8/4/80, was
amended in 47 F.R. 19014 (5/3/82), effec-
tive 3/26/82, in (ODXEXii) by removing
“$ § 1.8 and 1.10 of the Commission's Rules
of Practice and Procedure™ and adding in
lieus thereof “§ § 335.209 and 385.214 of this
chapter”.

. Subsection (b), appesaring in 47 F.R.

19014 (5/3/82), sffective §/26/82, was
amended in 50 F.R. 40347 (10/3/85), effec-
tve 11/4/88, in (bX2). by inserting in the
introductory clsuses between the words
“shall” and “contain” the phrase “be
accompanied by the fee prescribed by Pant
381 of this chapter and shall™.

Subsection (b), appearing in $¢ F.R.
40347 (10/3/85). effective 11/4/35, tead as
follows until its amendment in $3 F.R.
15374 (4/29/88), effective 5/31/88:

(b) Optional procedure—{1) Application for
-Commission certification. Pursuant to the pro-
visions of this paragraph. the owner or aperitor
of the lacility may file with this Commission
an application for Commission certification
that the facility is a qualifying facility.

(2) General contents of application. The
application shall be accompanied by the fee
prescribed by Part 381 of this chapter and
shall contain the lollowing information:

(i) The name and address of the applicant
and location of the facility;

(i) A brief description of the facility, includ-
ing » statement indicating whether such facil-
ity is s small power production facility er 3
cogeneration facility;

(iii) The primary energy source used or 10 be
used by the facility;

{iv) The power production capacity of the
facilivy; and

““(v) The percentage of ownership by any elec-
tric utility or by any electric utility hoiding
company, oF by any person owned by either.

{3) Additional application requirements for
small power production [facilities. An applica-
tion by 3 small power producer for Commission
certification shall contain the following addi-
tional information:

(i) The location of the facility in relation to
any other small power production facilities
located within one mile of the facility owned by

FPederal Energy Regulatory Commission
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the apphcant which use the same energy
source, and

(i) Informauion identifving any planncd
usage of natural gas. oil or coal.

() Additional applicstion requirements for
cogeneration facilities. An application by a
cogenerator for Commissien certification shall
contsin the {ollowing additiona! information:

(i) A descripuion of the cogeneration system.
including whether the facility is a topping or
batteming cycle and sufficient informatien (o
determine that any applicable requirements
under § 292205 will be met; and

(ii) The date installation of the facility
began or will begin.

(5) Commission sction. 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 seiting the matter {ar hearing. Any
order denying certification shall identify the
specific requirements which were not met. [f
no order is issued within 90 days of the filing of
the compiete application, it shall be deemed (o
have been granted.

{6) Notice. (i) Applications for certification
filed under this peragraph shall include a copy
of 3 notice of the request for certification for
publicstion 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 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 be
used by the facility;

(C) The power production capacity of the
Iacility; and

(D) The location of the facility.

(ii) The notice shall be in the following form.

{Name of Applicant)

Docket No. QF-

Notics of Application for Commission Cer-
tificstion of Qualifying Status of & (Small
Power Production) (Cogneration) Facility

On (date spplication was filed), (name and
address of applicant) filed with the Federa!
Energy Regulatory Commission an application
to be ceruiied as a qualifying (smail power
production ) (cogeneration)} facility pursuant to
§ 292207 of the Commission’s rules.

{Brief description of the facility].

Any person desiring Lo be heard or objecting
10 the granting of qualifying status should file
s petition to intervene or protest with the

§ 292.207 925,127
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Federsl Energy Regulatory Commission, 82%
North Capitol Street, N.E., Washington, DC.
20426, 1n accordance with §§385.209 and
383214 of this chapter. All such petitions or
protests must be filed within 30 days after Lhe
date of publication of this notice and must be
served on the applicant. Protests will be con-

Regulations
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sidered by the Commussion in determining the
sppropriate action (o be taken but will not
serve 10 make protesiants parties Lo he pro
ceeding. Any person wishing to become a party
must file a petition to intervene. Copies of this
{iling are on file with the Commission and are
available for public inspection.

(1 25,128)

§ 292.208 Special requirements 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 8 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, at 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, at 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
possess unique natural, recreational, cultural or scenic attributes which would
be adversely 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
30{c) of the Federal Power Act.

(¢) 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 §4.38 of this
chapter, including performing any environmental studies which may be
required under § § 4.38(bX2XiXD) through (F) of this chapter; and

(ii) Submitting with its application an environmental report that meets
the requirements of § 4.41({) of this chapter, regardless of project size,

725128 § 292.208
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Subpart C—Arrangements Between Electric Utilities and
Qualitying Cogeneration and Smaill Power Production
Facllities Under Section 210 of the Public Utility
Regulatory Policies Act of 1978

{1 25,131)
§ 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 anv
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..

| (1 25,132)
§ 292.302 Availability of electric utility system cost data.

(a) Applicability. (1) Except as provided in paragraph (a}2) of this
section, paragraph (b) applies to each electric utility, in any calendar year, ii
the total sales of electric energy 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 costs may
be derived, not later than November 1, 1980, June 30, 1982, and not less often
than every two years thereafter, each regulated electric utility described in
paragraph (a) of this section shall provide to its State regulatory authority,
and shall maintain for public inspection, and each nonregulated electric
utility described in paragraph (a) of this section shall maintain for public
inspection, the following dats:

(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 1000 megawatts
or more, and in blocks equivalent to not more than 10 percent of the system
peak demand for systems of less than 1000 rmegawatts. 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 5 years,

Federal Energy chula—tory Commission § 292.302 125,132
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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 costs at completion of the planned capacity
additions and planned capacity firm purchases, on the basis of doliars 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 generating
units and of individual planned firm purchases. A

(¢) Specisl rule for small 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 enable qualifying facilities 1o estimate the electric utility’s avoided
costs for periods described in paragraph (b) of this section; or

(ii) With regard to an electric utility which is legally obligated to obtain
all its requirements for electric energy and capacity from another electric
utility, provide the dats of its supplying utility and the rates at 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 the electric utility) or the Commission
for an order requiring that the information be provided.

(d) Substitution of alternative metbod. (1) Alter public notice in the area (
served by the electric utility, and after opportunity for public comment, sny
State regulstory authority may require (with respect to any electric utility
over which it has ratemaking authority), or any non-regulated electric utility
may provide, data different than those which are otherwise required by this
section if it determines that avoided costs can be derived {rom such data.

(2) Any State regulatory authority (with respect to any electric utility
over which it has ratemaking authority) or nonregulated utility which
requires such different data 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 be subject to review by the state regulatory authority which has
ratemaking suthority over such electric utility.

(2) In any such review, the electric utility has the burden of coming
forward with justification for its data.

0145 F.R. 12214 (February 25, 1980). sffecdve 3/20/80, and was corrected in 45

.08 Historical record—Section 292302 F.R 24126 (4/9/80).
originated ‘in 45 P.R. 12214 (2/25/80),

(725,133]
§ 292.303 Electric utility obligations under this subpart.

(s) Obligation to purchase from qualifying facilities. Each electric utility
shall purchase, in accordance with § 292.304, any energy and capacity which
is made available from a qualifying facility:

(1) Directly to the electric utility; or
125,132 §292.302 Federal Energy Guldelines
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(2) Indirectly to the electric utility in accordance with paragraph (d) of
this section.

(b) Obligation to sell to quahfymg 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 to 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 accomphsh purchases or sales under
this subpart. The obligation to pay for any interconnection costs shall he
determined in accordance with § 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 1I 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
is transmitted shall purchase such energy or capacity under this subpart as if
the qualifying facility were supplying energy or capacity directly to such
electric utility. The rate for purchase by the electric utility to which such
energy is transmitted shall be adjusted up or down to reflect line losses
pursuant to §292.304(eX4) and shall not inciude any charges for
transmission.

(¢) Parallel operation. Each electric utility shall offer to operate in
parallel with e qualifying facility, provided that the qualifying facility
complies with any applicable standards established in accordance with
§ 292.308.

[125,134)
Sec. 202.304 Rates for purchases.
(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

(it) Not discriminate against qualifying cogenenuon 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 qualifving 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 section if the rate equals
the avoided costs determined after consideration of the factors set forth in
patagraph (e) of this section.

Federal Energy Reguiatory Commisslon § 292.304 ﬂ 25,134
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(3) A-rate for purchases (other than from new capacity) may be less than
the avoided cost if the State regulatory authority (with respect to any electric
utility over which it has ratemaking authority) or the nonregulated electnc
utili_ly determines that a lower rate is consistent with paragraph (a) of this
section, and is sufficient to encourage cogeneration and small power
production.

(4) Rates for purchases from new capacity shall be in accordance with
paragraph (bX2) of this section, regardless of whether the electric utility
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 subpart
if the rates for such purchases differ from avoided costs at the time of
delivery.

(¢) 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 less.

(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 purchases 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) Purchases “as available’ or pursuant to a legally enforceable
obligation. Each qualifying facility shall have the option either:

(1) To provide energy as the qualifying facility determines such energy
to be availsble for such purchases, in which case the rates for such purchases
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 costs,
the following factors shall, to the extent practicable, be taken into account:

(1) The data provided pursuant to §292.302(b), (¢), or {d), including
State review of any such data;

ﬂ 25.134 § 292.304 Federal Energy Guidalines
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(2) The availability of capacity or energy from a qualifving facility
during the system daily and seasonal peak periods, including:

(i) The ability of the utility to dispaich the qualifving iacility,
(ii} The expected or demonsirated reliability of the qualiiving facility:

(iii) The terms of any contract or other legally enforceable obligation,
including the duration of the obligation, termination notice requirement and
sanctions for non-compliance;

(iv) The extent to which scheduled outages of the qualifving 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 costs or savings resuiting from variations in line losses {rom those
that would have existed in the absence of purchases from a qualifying facility,
if the purchasing electric utility generated an equivaient amount of energy
itself or purchased an equivalent amount of electric energy or capacity.

(f) Periods during which purchases not required.

(1) Any electric utility which gives notice pursuant to paragraph (fX2) of
this section will not be 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 those 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 (£X1) of this section
-thust 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 (fX2) of this section will be required to pay the same rate for such
purchase of energy or capacity as would be required had the period described
in paragraph (f)X(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 Regulatory Commission § 292.304 925,134
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(1 25,135)
Sec. 292.305 Rates for sales.
(a) General rules. (1) Rates for sales:
(1) Shall be just and reasonable and in the public interest; and

(i) 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 chguct.eris_tics.

(b) Additional services to be provided to qualifying facilities. (1)
Upon request of a qualifying fadlity, each electric utility shall 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
(bX1) of this section if, after notice in the area served 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 service to its
customers; or

(ii) Place an undue burden on the electric utility.

(c) Rates for sales of back-up and maintenance power. The rate for sales
of back-up power or maintenance power:

(1) shall not be based upon an sssumption (unless supported by factual
data) that forced outages or other reductions in electric output by all
qualifying facilities 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.

{71 25,136]

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

1 25.135 § 292305 Federal Energy Guidefines
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nondiscriminatory basis with respect to other customers with similar load
characteristics.

(%) 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.

(¥ 25,137)
Sec. 292.307 System emergencies.

() Qualifying facility obligation to provide power 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.

(b) Discontinuance of purchases and sales during system emergencies.
During any system emergency, an electric utility may discontinue:

(1) Purchases from & 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,

[125,138]
Sec. 292,308 Standards for operating reliability.

Any Suate regulatory authority (with respect to any electric utility over
which it has ratemaking authority) or nonregulated electric utility may
establish ressonable~standards to ensure system safety and reliability of
interconnected operations. Such standards may bé recommended by any
electric utility, any qualifying facility, or any other person. If any State
regulatory authority (with respect to any electric utility over which it has
nmmlnnc authority) or nonregulated electric utility establishes such
standards, it shall specify the need for such standards on the basis of system
safety and reliability.

{The next page is 15,545.)

Federal Enargy Regulatory Commlssion § 292.308 125,138
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Subpart D—Implementation

(125,141}

Sec. 292.401 Implementation by State regulatory authorities 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 §292.302 thereof). Such implementation may consist of the
issuance of regulations, an undertaking to resolve disputes between qualifying
facilities and electric utilities arising under Subpart C, or any other action
reasonably designed to implement such subpart (other than §292.302
thereof)..

(b) Nonregulated electric 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 §292.302 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
§ 292.302 thereof).

(c) Reporting requirement. 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 § 292.302 thereof). -

[125,142]
Sec. 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.

[125,143)
Sec. 292.403 Waivers.

_(a) State regulatory authority and nonregulated 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, apply for a waiver from the
application of any of the requirements of Subpart C (other than §292.302
thereof).

(b) Commission action. The Commission will grant such a waiver only if
an applicant under paragraph (a) of this section demonstrates that
compliance with any of the requirements of Subpart C is not necessary to
encourage cogeneration and small pows: production and is not otherwise
required under section 210 of PURPA. )

~ [The next page is 15.551.]
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Subpart F—Exemption of Qualifylng Small Powe
Production Facllltlesp and Cogenerfa};lo% Facilities fr;m
Certain Federal and State Laws and Regulations

(] 25,161}
§292.601 Exemption to qualifying facilities from the Federal Power

Act.

(a) Applicability. This section applies to qualifying facilities, other than

those described in paragraph (b).

(b) Exciusion. This section does 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 resources.

(c) General rule. Any qualifying facility described in pang;'aph (a) shalil
be exempt from all sections of the Federal Power Act, except:

(1) Section 1-18, and 21-30;

© (2) Sections 202(c), 210, 211, and 212;

(3) Sections 305(¢c); and

{4) Any necessary enforcement provision of Part III with regard to the
sections listed jn paragraphs (cX1), (2) and (3) of this section.

01 46 F.R.'19229 (March 30, 1981).

A0S Historical record—8ecton 202.601
originated in 45 F R 12214 (2/25/90), effec-
tive 3/20/00. '

Snbsaction (2), in ¢ PR
12214 (2/25/80), ofivctive 3/20/80, read as
follows until it was amended in 46 F.R
19229 (3/30/81), effective §/1/81:

(a) Applicability. This wction applies ta:

(1) qualifying cogeneration tacilities; and

(2) qualifying small power production
facilities which have s power produciion
capacity which does not exceed 30 megawatts.

Subsecton (M), in 45 PR
12214 (3/25/80), affective 3/20/80, read as
follows undl its amendment in 45 F.R
33958 (3/21/80), effecrive 3/13/80:

(b) General rule. Any qualilying facility
described in paragraph (a) shall be exempt
from all sections of Lhe Federal Power Aect,
except:”

(1) Sections 1.30;

(2) Sections 202(c). 210, 211, and 212;

{3) Sectrions 305(c); and

{4} Any necessary enforcement provision of
Part Il with regard to the sections listed in
paragraphs (b)X1), (2) and (3) of this section.

Subsecton (b), sppearing in 45 FR.
33938 (3/21/80), sffective 5/15/80, read as
follows until it was amended in 45 FR
19229 (3/30/81), stlective $/1/81:

(0) General ruke. Any qualifying facility
described in paragraph (a) shall be exemp
from all sections of the Federal Power Act,
excepi:

{1) Sections 1-18, and 21-30;

{2) Sections 202(¢), 210, 211, and 212,

(3) Sections 305(c); and

{4) Any necessary enforcemnent provision of
Part 111 with regard 1o the sections listed in
paragraphs (b)(1), (2) and (3) of this section.

(1 25,162)

§ 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 § 292.601(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.

f‘:dgal Energy Regulatery Commission
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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(aX3) of the Public Utility Holding Company

Regulations % 47381

Act of 1935, 15 U.S.C. 79b(aX 3).

(c) Exemption from certain State {aw and regulation.

(1) Any qualifying facility shall be exempted (except as provided in
paragraph (cX(2)) of this section from State law or regulation respecting:

(i) The rates of electric utilities; and
(ii) The financial and organizational regulation of electric utilities.
(2) A qualifying facility may not be exempted from State law and

regulation implementing Subpart C.

(3) Upon request of a State regulatory authority or nonregulated 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.

01 Subsection (a), 45 FR 12214 (February
25, 1980); subsection (b), 46 FR 1929
{Mareh 30, 1981); subsection (c), 45 FR.
12214 (February 25, 1980).

Historical recard.—Ssction 292.602
originated in 45 F.R. 12214 (2/25/80),
effective 3/20/80.

Subsaction () in 48 PR
12214 (2/28/00), affective 3/20/81, read as

followy undl it was amended in 4 F.R.
19229 (3/20/81), offective $/1/81:

(b) Eremption from the Public Utility
Holding Company Act of 1935. A qualifying
facility described in paragraph (a) shall not be
considered to be an “electric utility company”
as defined in section 2aX3) of the Public
Utility Holding Company Act of 1935, 15
USL. 79%(a)X3).

{The next page is 15,601.}

125,162 §292.602

Federal Energy Guidelines
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t LOHIDA POWER CORPORATION, PURCHASED POWER CONTRAC1S

PinelasCo | Timber | BayCo LFC Lake Co | PascoCo | DadeCo | Cargeh
Wilies Resource Energy Resource | Jeflerson Madison | Resowrce | Resowce | Assowce | Feliloe
Queston Recovery Recovery Aecovary | Recovery | Recovery Fotmglly
_ Esating - _— M_F_kl ________ R [ SO _ | Saminole
1 Is the picject fully financed by No No No No No No No No No No
the ulilty? _ UV SR S e ] 1 - ,
2 Is the facillly iocated on the No No Ne¢ No No No No No No No
ulildy’s propecty? J. SRR N — i . .
3 Is the utilly requitad to
purchase 100% of the facility s ' No Yes Yes Yo Yes Yo Yo Yo Yea Yos
slackicaloutpt? Y - N _
4 Doet the wlilty control the No No No No No No No No No o
dispatch of the elechicity? [
5 s the facilly oparaled by No No No No No No No No No No
My pusoneal? ] — {0
0 |s the conbacta Yea No No No No No No Mo No No
ke -of - pey conhact? i
7 Dowes the conkacl period
covet the useiul life of the No You (1) No Yeoa Yes Yea You You Yes (1) No
O S —_— - ISR | r_ S N
4 Has the utitity guaianised
topaymant of the underlying No No Ne No No No No No No No
debt? B . _ I D _
9 Doss a cleuse existin the
coniract whete we will make No No No No No No No Mo No No
the tacilly whole mthe ene? | - | P 1
st I e DS | N | g— _t
10 Does the ulilly have an Full No No No Currently | Cusrently Na Mo Paatial Currently
sisangement for curtailment? {2) ) Negoliating |
Noles: 1) These units were oparational befors they had a conbact for capacily.

Lake
Cogen

Ye3

Yes

Mo

Pasco

Cogen

No

Yo

Yoz

Partial

2) The company has made an airangement with & number of CoGenerators such that under minimum load conditions the company has a imited right to curtall energy purchaces
81 specitied in the individual conracts.

3) ARoysier and Mulberry have basn combinad into a singls contract called Polk Powsr Pastnars

8) Gen Peal 1 thu 3. Eco Paat, and Timbar 2 have baen combinad into a single conact called Tiger Bay.

5) Auburndale Power Paiiner has axcess capacily for which they me seaking a 16 purchase both LFC contracts.

6) Both Mulbetry and Orange Cogen. are owned by Ark Energy/CSW. A conract for 23 MW with TECO will be delivecad §om ons ot the othaer tacility al any time

at any ime

P'repared by Busmess Planming 02--Dec ~43
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P DOWE G OREFORATION, PURCHASED PUWLI CONTIAU L

| Royster | Ortando | Aubwndte | Mutberry | Ridge | Genetal | Genwst | Genwal | PinekasCo| Timber | Penda
Cogen Pwr Parter Enmgy Generating Peal 1 Peat 2 Peat 3 Resoince Energy 2 Kathleen
Queshon F otmally Stallon Recovery .
RO S ) Y EtDorado | 13 4 i9 _) ] Noan | (4 | _
t ts the project tully financed by No No No Mo No No No No No No No
the ulility? . e e Bl B
2 Is the (scilty locsted on the No No No No No No No No No No Mo
ulilty's propatity? b R S ERRPEPY S S R R
3 Is the wlity requied to 5 (L]
purchase 100% of the faciity's * Yes i No No No Yas Yes Yes Yeos Yes Yeos Yes
Slectrical output? S | T 1 Tww | Tms |y _
4 Does tha ulilty conkol the No No No No No No No Mo HNo Ho No
_dhiepatch of tha eleckiciy? = I A -
5 15 the tacitly oparated by No No No No Mo No No Mo No No Mo
willy passonnal? . I
8 i3 tha conact & No No No No No HNo No No No No Ne
| take —at —pay conbact?
7 Doss the conlract pariod
covet the ysehd e of the Yos You Yos Yes You Yes You Yes Yeos No Yas
laciity? -
8 Has e ubiily gusranissd
1epaymant of the underlying No No No No No No No No No Neo Na
debi? _ - R e . — SR DU A
¥ Doss a clhuse enist In e
conbacl whare we will make No No No No No No No No No No No
the faciity whols in the end? o . I A S o } B
10 Does the utilty have an Full Cusently No Full Cusrently Pariia} Portint Pariiat No Cunrently | Currently
syangementfor culaliment? (8) | | Negollating Negotiating Hegotisting | Negabialing
Notes t) Thane unils wers opssaliona) belors they had & conlract for capacily.

Or1ange
CoGen
Foungily CFR

No

L)

T 5%

Yeos

No

NiA

2] The company has made an ssrangement with & numbar of CoGeneralors such that undes minknum load conditions the company has a fimited right 1o curtad snergy purchases
an apacilied in the iIndiviiual contrach.

3) Roysie and Mulbeiiy have been combined inko a single coniract called Polk Power Partnars

4) Gan Paat 1 Wwu 3, Eco Peal, and Timber 2 have been combined inlo a single conliact called Tige Bay.

5) Aubuindele Power Pariner has sxcess capacily lor which they are seekinga o purchase both UFC conliatis.

¢} Both Mulbery and Orangs Cogen. are owned by Ark Energy/CSW. A contract for 23 MW with TECO wilibe deliverad #om one of the othes facility at any lirme

at any bme

e

1 by Business Planing 02 -Dec -93
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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. Morrison - Tax Administration
R. D. Niekum - Generation Planning
J. E. Orfano - Treasury

R. 1. Rocha - Strateguc Analysis

L. G. Schuster - Strategic Analysis
D. D. Williams - Fuels

P. E. Toomey - Strategis Analysis

P. T. Morrison - Tax

C. J. Harper - Energy Control

L. D. Brousseau - Energy Control

S. M. Stuart - System Planning

A. ]. Honey - Cogeneration

D. W. Gammon - Cogeneration

K. D. Hall - Cogeneration
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SUMME it

WINTER
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LOAD AND CAPACITY REPORI
SEASONAL RESERVE MARGINS

STRATEGIC PLANNING BASE CASE

DISPATCHABLE
DSH PROGRAMS

AELIRED FIRM (4} @l = oooooocooscascog
EXISTING OR ECS | MNEM TOTAL FIRN COGEN TOTAL NET Finn TOTAL FOTAL PEAK LOAD INTERR.
FPC re FrC INSTALLED PURCHASE PURCHASE AVAILABLE PEAK SALE PEAK RESERVE MARGIN MANAGE- & VIR T.
CAPACITY CAPACITY CAPACLTY CAPACITY CAPACITY CAPACITY CAPACITY DEMAND CAPACITY DEMAND  --coco--non--- MENT  REDUCT.
(W) () (L )] () () () () o) o () {m) X) () ()
7002 0 800 (3-6) T602 450 3 8425 V96 [ ™6 429 5.3 77 291
6518 260 (T) 522 (4-6) 6778 450 s27 7ss 6765 0 6765 %90 14.63% 485 FL )
T602 288 (7 0 i 450 910 B, [ L33 0 a333 381 4.33x w7 324
778 0 0 6778 450 950 817 To28 ] Tozs 1150 16.37X 526 316
i 0 185 (8) Felad 450 1024 8975 8693 0 8693 282 324X 1057 3rg
arra 0 [} 4778 450 1026 8254 332 400 7732 522 6.75% 566 341
1499 0 0 e 450 1086 2035 9020 0 9020 15 0.16% 1097 390
6778 Q 0 6770 450 1086 8314 7603 450 8053 261 3.4 805 b1}
.99 0 0 7499 450 1088 2015 9298 0 9298 -263 -2.83% 137 394
6778 [} 0 a778 450 1086 a3is a1 &75 8294 1) 0.21x 846 a7
1499 0 235 () 734 460 1084 9280 L1404 0 s -297 -3.10% nrz 400
&rra [} 200 6978 450 1086 0524 - B804S e L1F4) 403 4.96X% 588 392
1734 0 490 (9810) 8424 460 1086 9elo 9854 0 9854 16 - 1.18% 1217 196
6978 L 587 7545 480 10856 Ml 8265 0 8265 846 10.23x% 126 389
8424 0 0 BL24 480 1086 wre 10129 0 10129 -159 -1.57x 1257 401
7545 [ ] (1] 7565 460 1086 it 09 0 BitY 622 7.32% 76 394
8424 0 470 (11) 8494 480 1084 10440 10401 0 10401 - 19 0.37x 1297 408
7565 & 400 945 460 1084 s sma 0 aros 003 9.22x aos 400
3894 L] 0 8894 460 10848 10440 10473 0 10673 -233 -2.18% 1337 413
7965 0 0 ™S 480 1004 ”»51 924 0 0926 505 6.55% 848 404

Net L total peak demand assume dispatchsble DSM programs are not activated.

Firm

Steam upgrade -
Combustion turbine
Unsversity Project
Combustion furbine
Tuiner Steam Units
Combustion turbine

pesk

demand  sssumes dispatchable DSM programs are activated.
5 M (Bartow #1 Fan) - to be verified by test

addition @ Intercession City - & units (3647304 M)
(40736 M)

peak firing temperature increase in Jan. 1994 (1917182 Mi)
J-4 L Higgins Stesm Units 1-3 (ECS)

addition @ Entercession City - SIEMENS (16570 Mu)

Future unit addition - Polh County Combined Cycle (2157200 HW)
Conbired cycle ropowering @ Higgins Steam Units -3 (45957387 Mu)
Eombined cyde cepowertng @ Turner  Steam Unats 34 (4707400 Mu)

FIRN
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6805

7533
T066
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1051 | P
1280 18055,
1481 2108
1729 20.wn,
1961 2742
1499 17.6¥%
1782 2430
1744 20.un
2009 26,707
1517 17.00%
1837 23.94%
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Auburndale Operational Review

Located near Auburndale.

Natural gas combined cycle.

Plan to become commercial in June 1954.

Avoided unit is a coal plant with a heat rate of 9830 BTU/KWh.
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 trom 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,

i 400347




Bay County Operational Review

Located near Panama City on U.S, 231

Solid waste resource recovery plant.

On-line since 1987.

Avoided unit is coal plant with a heat rate of 9790 BTU/KWh.

Avoided fuel cost is based on coal delivered to TECO’s Big Band #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 burn 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 MSW 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.

T o 400349
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Cargill Fertilizer Operational Review

Located between Bartow and Mulberty on State Roud 60.

A bottoming-cycle plant that produces sulfuric acid.

On-line since 1992,

Avoided unit is 2 coal plant with a heat rate of 9830 BTU/KWh.

Avoided fuel cost is based on coa) 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 serving this contract from
both facilities to prevent Cargill from designating their capacity higher. '

400350



Cargill Fertilizer Financial Review

Cargill Fertilizer is a2 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 fixed revenue (capacity payment) and less variable revenues (energy payment)
the fixed vs variable expenses and revenues do not proporticnately match the projects
expenses.
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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 BTU/KWh. 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...place an
undue burden on the utility, the utility shall be relieved of its obligation...to purchase
electricity from a qualifying facility" and declared Dade County in default of their
contract.

Dade County has agreed to install fuel bins to stabilize their qutput and the following
conditions in exchange for recision of default:

Reduction of 17 MW between hours 0100 and 0600 from daily schedule peak.
- 30 times/year, 10 times/month maximum.

- Curzail in last cogen group in 1995 only.

- 13 hour notice.

Dade will coordinate maintenance outages with FPC

FPC may request changes to schedule with 10 day 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 MSW 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 $40,000/Mo. until fuel bins are

installed. These reductions will decrease by $10,000/Mo. upon the installation of each of the
bins.

e 400353




Lake Cogen Limi.ted Operational Review
Located in Umatilla on State Road 19.
° Natura] gas combined cycle unit.
- Became commercial in July 1993.
- Avoided unit is a coal plant with a heat rate of 9830 BTU/KWh.
- Avaided 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.

ANN2E a



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 tinancially marginal causing FPC to
pass on NCP’s offer.

FPC was not interested in purchasing the Lake Cogen facility due to the sale/lease 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.

4003335




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 BTU/KWh.

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
load conditions.

Like any other resource recovery plant, Lake County’s main objective is to burn
refuse. Therefore, their ability to limit their electrical output is minimized.

400356



Lake County Financiaj Review

FPC has no desire 1o OWn and operate a MSW tacility. The MSW facility needs to dispose

of Lake County’s garbage stream ang reduce landfill usage as mandated by federal Jaw.
Financial support is generated from tipping fees, avoided landfill requirements, and from

SRS Y | 400357




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 BTU/KWHh.
- Avoided fuel cost is based on coal delivered 1o 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.
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LFC Financial Review

Auburndale has obtained an option 1o purchase 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.
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Orange Cogeneration Operational Review
Located south of Bartow on U.S. 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 BTU/KWh 1o 9456
BTU/KWh depending on the load of the avoided unis.

- 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 natice that if they do not obtain backup fuel
that they will be declared in defauit when the project becomes operational.
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Orange Cogeneration Financial Review

The dispatchability provided in the contract has increased the uncertajnty 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 uncentainties 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

penaity 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.
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Orlando CoGen 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 BTU/KWh.

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 III 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. Ortando CoGen is selling 35 MW to Reedy
Creek Improvement District under a dispatchable contract. This capacity was probabiy 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.
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Panda-Kathleen Operational Review

Planned location is west of Lakeland near Interstate 4.

- 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 fuc;l cost is based on Bartow distillate oil.

- Contractual on-peak capacity factor is 90%.

- Construction has not begun on Panda-Kathieen. Panda has requested permission 10
move to Cargill’s citrus processing plant in Frostproof; FPC turned down Panda's

request. Cargill also asked that Panda’s request be considered but FPC declined.

5 Negotiations on curtailments have not begun because FPC doubts the viability of this
project.
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Panda-Kathieen Financial Review

The steam host for the Panda project 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.
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Pasco 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 BTU/KWh.
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.
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Pasco Cogen Limited Financial Review

FPC evaluated purchasing a portion of (80%%) this project. North 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.
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Pasco 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 BTU/KWh.

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 burn
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 MSW 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.
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Pinellas County Operational Review

Located in Pinellas County.

Solid waste resource recovefy plant.

On-line since 1986.

Avaoided unit i{s a coal plant with a heat rate of 9790 BTU/KWh.

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 burn

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 tacility. The MSW facility needs to continue
operation to dispose of Pineilas 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.
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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 ot 9790 BTU/KWh 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.
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Pinellas County North Financial Review

This project is not considered viable due to problems with permitting restrictions and the
lack of availability MSW fue! for this project and therefore this contract should not be
bought out.

Pineilas 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 FPC
and located in Pinellas County. FPC has advised Pinellas County that we will not approve
any relocation.
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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& 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 CO, plant as its thermal
host. Pending legal cases have blocked their construction of the CO, 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 FPC 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 11:00 pm to
6:00 am from November through March and the hours of 12:00 am to 7:00 am from
April through October, unless otherwise requested by FPC,
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Polk Partner Parthcr; (Mulberry) Financial Review

The inclusion of the Royster and Mulberry contract provided significant utilization on
installed capacity. Polk Power Partners anticipates selling 23 MW 10 TECO for the first
vear, 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 III
transportation to contain their fuel costs.

Financial closing with General Electric Credit Corporation occurred during the week of
December 27, 1993.
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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 BTU/KWh.
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).
FPC may allow levelized payments in return for curtailment rights.



Ridge Generating Station Financial Review

Ridge Generating Station is installing a wood waste and tire rueled tacility. These facilities
require significant capital investment tor construction. The tuet costs are low (wood waste)
or negative (tires) while the contract has added fixed revenues. The fixed 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 $502,128/Month or  $6,025,536/Year. The levelized payment is
$18.18/KW/Month or §719,928/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 9.96% per year.
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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 §
purchased power contracts. They are the three General Peat contracts (57.2 MW
each), the EcoPeat Contract (36.5 + 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 BTU/KWh. 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 BTU/KWh. The avoided fuel cost is based upon coal delivered to Crystal River
1 & 2. This contract calls for the facility to maintain an on-peak capacity factor of
85%.

Plan to become commercial prior to January 1995.

In exchange for FPC’s allowance of these contracts to be combined, Tiger Bay agreed
to the following conditions to mitigate FPC's minimum load concerns:

- A wo 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
designate when during the two months the shutdown will occur.

- Unless requested to do otherwise by FPC, Tiger Bay will operate at no higher
than 78% during off-peak hours.

- FPC has given Tiger Bay notice they if they do not obtain backup fuel that
they will be declared in default when the project becomes operational.
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Tiger Bay Financial Review

Tiger Bay consists of three combined contracts (General Peat. 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 1o 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 $1,000,000 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 (865,000 in 1995, and $100,000 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.
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Timber Energy Operational Review
- Located in Télogia (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 BTU/KWh.

. Avoided fuel cost is based on coal delivered to TECO’s Big Bend #4 plant.
- Contractual capacity factor is 70%.

- Negotiations are ongoing with Timber Energy to reduce their output during minimum
load conditions.
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