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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Petition of Florida Power Docket No. 020558- EQ
Corporation for approval of a
negotiated qualifying facility contract Submitted for filing:
with Timber Energy Resources, Inc. June 21, 2002
PETITION

Florida Power Corporation (Florida Power, or the Company), pursuant to Rule
25-17.0832, F.A.C., hereby petitions the Florida Public Service Commission (the
Commission) for approval of a negotiated qualifying facility contract for the
purchase of firm capacity and energy between Timber Energy Resources, Inc.
(Timber) and Florida Power, dated June 1, 2002 (the Contract). A copy of the
Contract is attached hereto as Exhibit A. In support of this petition, Florida Power

states as follows:

1. Petitioner, Florida Power, 1s a public utility subject to the jurisdiction of
the Commission under Chapter 366, Florida Statutes. Florida Power’s General

Offices are located at 100 Central Avenue, St. Petersburg, Florida, 33701.

2. Allnotices, pleadings and other communications required to be served on
petitioner should be directed to:

James A. McGee, Esquire
Post Office Box 14042

St. Petersburg, FL 33733-4042
Facsimile: (727) 820-5519

For express deliveries by private courier, the address is as stated in paragraph 1.
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3. Timber owns a Small Power Production generating facility (the Facility)
located in Liberty County, Florida, which it operates as a “qualifying facility” (QF)
pursuant to regulations of the Federal Energy Regulatory Commission. The Facility
has a maximum generating capability of 14 megawatts, using waste wood and paper
products as 1ts primary fuel. Timber’s Facility has an existing interconnection with
the Florida Power transmission system and previously sold capacity and energy to

the Company under a negotiated contract that expired on April 30, 2002.

4. Timber and Florida Power recently reached agreement on a new
negotiated QF contract under which Timber will sell firm capacity and energy from
the Facility to Florida Power for a term from June 1, 2002 through September 30,
2004, with a Committed Capacity of 12.5 megawatts. Under the performance
provisions of the Contract, the Facility is required to operate at an annual capacity
factor of at least 85% in order for Timber to receive its full capacity payment. If the
Facility fails to meet a 60% minimum annual capacity factor, Timber will receive no

capacity payment.

5. Exhibit B to this petition summarizes a comparison of projected capacity
and energy costs under the Timber Contract’ against the capacity and energy costs
under Florida Power’s recently approved standard offer contract.? Each contract was

modeled at a Committed Capacity of 12.5 megawatts and a capacity factor of 85%.

' Florida Power has requested confidential classification of the projected costs for the Timber

Contract shown in Exhibit B, as well as the capacity and energy payment rates specified in Section 6
of the Contract contained in Exhibit A. Accordingly, these figures have been redacted in the public
version of the exhibits attached to this petition.

2 The standard offer contract, based on a December 2005 combined cycle unit, was approved

at the Commission’s June 18, 2002 Agenda Conference.
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The comparison shows that the Timber Contract provides savings with a net present

value of $634,868 over its 28-month term.

WHEREFORE, Florida Power Corporation respectfully requests that the
Commission grant this petition and approve the Timber Contract as set forth in

Exhibit A for cost recovery purposes.

Respectfully submitted,

FLORIDA POWER CORPORATION

By Ol f

\J ames A. McGee

Post Office Box 14042

St. Petersburg, FL 33733-4042
Telephone: (727) 820-5184
Facsimile: (727) 820-5519
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EXHIBIT A

THE TiMBER CONTRACT



Public Version
Confidential Information Redacted

CONTRACT FOR THE PURCHASE OF
FIRM CAPACITYAND ENERGY BETWEEN

TIMBER ENERGY

And

FLORIDA POWER CORPORATION
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CONTRACT FOR THE PURCHASE OF FIRM CAPACITY
AND ENERGY FROM TIMBER ENERGY

THIS CONTRACT is made and entered this 1st day of June, 2002, by and between
Timber Energy Resources, Inc., (hereinafter "the QF"), and Florida Power Corporation (hereinafter
"FPC™"), a private utility corporation organized and existing under the laws of the State of Florida.
The QF and FPC shall be identified herein as the "Parties”. This Contract contains three
Appendices which are incorporated into and made part of this agreement: Appendix A: Pay for
Performance Provisions, Monthly Capacity Payment Calculation; Appendix B, Florida Public
Service Commission ("FPSC") Rules 25-17.080 through 25-17.091, F.A.C.; and Appendix C:
Parallel Operating Agreement.

WITNESSETH:

WHEREAS, the QF desires to sell, and FPC desires to purchase electricity to be generated
by the QF consistent with FPSC Rules 25-17.080 through 25-17.091 F.A.C.; and

WHEREAS, the QF has signed an interconnection agreement with FPC (“Interconnection
Agreement”), or has signed an interconnection/transmission service ("wheeling") agreement with
the utility in whose service territory the Facility is to be located, pursuant to which the QF assumes
contractual responsibility to make any and all wheeling-related arrangements (including control
area services) between the QF and the wheeling utility for delivery of the Facility's firm capacity
and energy to FPC; and

WHEREAS, FPC will seek approval of this Contract for the Purchase of Firm Capacity
and Energy from Timber Energy (the “Contract™); and

NOW, THEREFORE, for mutual consideration the Parties agree as follows:
1. Facility; Qualifying Status
The QF contemplates operating a 12,500 KV A steam turbine generator located at Telogia, Flonda
(hereinafter called the "Facility"). The generator is designed to produce a maximum of 14,010

kilowatts (kW) of electric power at a 90% lagging to 90% leading power factor. The Facility's
location and generation capabilities are as described in the table below.



TECHNOLOGY AND GENERATOR CAPABILITIES

Location: Specific legal description (e.g., metes and bounds or | City: ~ Highway 65 South
other legal description with street address required) Telogia, Flonda
County: Liberty

Generator Type (Induction or Synchronous)
Synchronous

Type of Facility (Cogeneration, Small Power Production,
MSW) Small Power Producer
Bic-mass fueled steam

Technology generating plant
Wood waste from timber

Fuel Type and Source processors, Paper from
recyclers

Generator Rating (KVA) 16482

Maximum Capability (kW) 14010

Net Qutput (kW) 12570

0

Power Factor (%) .85 leading

Operating Voltage (kV) 13,800

Peak Intermal Load kW 1440

The Facility has been certified or has self-certified as a "qualifying facility” pursuant to the
regulations of the Federal Energy Regulatory Commission ("FERC"). The QF shall maintain the
"qualifying" status of the Facility throughout the term of this Contract. Any information provided
to FERC regarding QF’s qualifying status shall at the same time be provided to FPC. QF shall at
all times keep FPC informed of any changes in its business which affects its qualifying status.
FPC shall have the right upon reasonable notice and during regular business hours to inspect the
Facility and to examine any books, records, or other documents of the QF that FPC deems
necessary to verify the Facility's qualifying status. On or before March 31 of each year during the
term of this Contract, the QF shall provide to FPC a certificate signed by an officer of the QF
certifying that the QF continuously maintained qualifying status during the prior calendar year.



Term of Contract

2.1

2.2

2.3

Except as otherwise provided herein and subject to Florida Public Service
Commission approval, this Contract shall become effective immediately upon its
execution by the Parties and shall end at 12:01 a.m., October, 1, 2004, unless
terminated earlier in accordance with the provisions hereof:

(i)The parties may extend this contract by mutual agreement up to one year by
providing a minimum of 6 months notice (ii) extended by mutual agreement for up
to 2 additional years total, or terminated earlier in accordance with the provisions
hereof.

Notwithstanding the foregoing, if the Capacity Delivery Date of the Facility is not
accomplished by the QF before June 1, 2002 (or such later date as may be permitted
by FPC pursuant to Section 4), this Contract shall become void and of no force and
effect.

The QF may terminate this contract at any time on or after September 15, 2003
upon at least six (6) months prior written notice to FPC, if (i) it can be demonstrated
that the re-permitting of the facility to enable the use of altemnative fuels can not be
accomplished by March 15, 2003 and it can be demonstrated that the QF is not
meeting the financial hurdles of NRG Energy, Inc. (an upstream owner of QF).

Sale of Electricity by the QF

3.1

Purchase by FPC

Consistent with the terms hereof, the QF shall sell to FPC and FPC shall purchase
from the QF electric power generated by the Facility. The purchase and sale of
electricity pursuant to this Contract shall be a net billing arrangement.

The QF shall not rely on interruptible standby service for the start up requirements
(initial or otherwise) of the Facility.

Committed Capacity/Capacity Delivery Date

4.1

The QF commits to sell capacity to FPC, the amount of which shall be determined
in accordance with this Section 4 (the "Committed Capacity”). Subject to Section
4.3 the Committed Capacity is set at 12,500 kW, with an expected Capacity
Delivery Date of June 1, 2002.

Testing of the capacity of the Facility (each such test a "Committed Capacity Test")
shall be performed in accordance with the procedures set forth in Section 5. The



4.3

4.4

4.5

4.6

4.7

Demonstration Period for the first Committed Capacity Test must be completed by
11:59 p.m., May 31, 2002. The first Committed Capacity Test shall not be
successfully completed unless the Facility demonstrates a Capacity of at least one
hundred percent (100%) of the Committed Capacity set forth in Section 4.1.
Subject to Section 5.1 the QF may schedule and perform up to three (3) Committed
Capacity Tests to satisfy the requirements of the Contract with respect to the first
Committed Capacity Test.

In addition to the first Committed Capacity Test, FPC shall have the right to require
the QF, by written notice thereto, to validate the Committed Capacity by means of a
Committed Capacity Test at any time, up to four (4) times per year. On and after
the date of such requested Committed Capacity Test, and until the completion of a
subsequent Committed Capacity Test, the Committed Capacity shall be set at the
lower of the Capacity tested or the Committed Capacity as set forth in Section 4.1,

Notwithstanding anything to the contrary herein, the Committed Capacity may not
exceed the amount set forth in Section 4.1 without the consent of FPC to be granted
in FPC's sole discretion.

The "Capacity Delivery Date" shall be defined as the first calendar day immediately
following the date of the Facility's successful completion of the first Committed
Capacity Test.

In no event shall FPC make capacity payments to the QF prior to the Capacity
Delivery Date.

The QF shall be entitled to receive capacity payments beginning on the Capacity
Delivery Date, provided the Capacity Delivery Date occurs on or before June 1,
2002.

Testing Procedures

5.1

FPC shall have the right to be present onsite to monitor firsthand any Committed
Capacity Test required or permitted under this Contract.

The Committed Capacity Test results shall be based on a test period of either (i)
twenty-four (24) consecutive hours or (ii) the On-Peak hours from two consecutive
days (the "Committed Capacity Test Period") at the highest sustained net kW rating
at which the Facility can operate without exceeding the design operaling
conditions, temperature, pressures, and other parameters defined by the applicable
manufacturer(s) for steady state operations at the Facility. The Committed Capacity
Test Period shall commence at the time designated by the QF pursuant to Section
4.2 or at such time requested by FPC pursuant to Section 4.3; provided, however,
that the Committed Capacity Test Period may commence earlier than such time in
the event that FPC 1s notified of, and consents to, such earlier time.



5.4

3.5

Normal station service use of unit auxiliaries, including, without limitation, cooling
towers, heat exchangers, and other equipment required by law, shall be in service
during the Commuitted Capacity Test Period.

The Capacity of the Facility (the "Capacity") shall be the minimum hourly net
capacity (generator output minus auxiliary) measured over the Committed Capacity
Test Period.

The Committed Capacity Test shall be performed according to standard industry
testing procedures for the appropriate technology of the QF.

Payment for Electricity Produced by the Facility

6.1

6.2

6.3

Energy

Prior to the Capacity Delivery Date, FPC agrees to pay the QF under the Agreement
for Purchase of As-Available Energy as approved by the Florida Public Service
Commussion and as may be amended from time to time. After the Capacity
Delivery Date, FPC agrees to pay the QF.)CI‘ MWh for energy produced by
the Facility and delivered to FPC.

The Parties agree that extraordinary circumstances may arise in which the QF has
the ability to provide energy in excess of the capacity described in Section 4 and

FPC has the need for such energy. In these limited cases, the Parties may mutually
agree on an energy rate for this excess energy.

Capacity

[n addition to the energy payment pursuant to section 6.1, FPC agrees to pay the QF

-per kW per month for the Committed Capacity described in Section 4 using the

methodology described in Appendix A.
Payments

Payments due the QF will be made monthly, by the twentieth business day
following the end of the billing period. The megawatt-hours sold by the QF and the
applicable energy rate at which payments are being made shall accompany the
payment to the QF.

Charges To Qualifying Facility

The QF shall be responsible for-all applicable charges as currently approved or as they may
be approved or modified by the Florida Public Service Commission from time to time,
including, but not limited to:



7.1

7.2

8.1

8.2

8.4

Retail Service Charges

The QF shall be responsible for all FPSC approved charges for any retail service
that may be provided by FPC. The QF shall be billed $82.00 monthly for the costs
of meter reading, billing, and other administrative costs.

Interconnection Charge for Variable Utility Expenses

In lieu of payments for actual charges the QF shall pay a monthly charge equal to
0.50% of the installed cost of the interconnection facilities. This monthly rate shall
be adjusted periodically. Absent any transmission improvements not related to
maintenance , this charge shall not exceed one thousand six hundred dollars

per month.
Electricity Production and Plant Maintenance Schedule

Prior to the Capacity Delivery Date and prior to October 1 of each calendar year
thereafter during the term of this Contract, the QF shall submit to FPC in writing a
detailed plan of the amount of electricity to be generated by the Facility and delivered
to FPC for each month of the following caleridar Year, including the time, duration and
magnitude of any scheduled maintenance period(s) or reductions in capacity.

By October 31 of each calendar year, FPC shall notify the QF in writing whether the
requested scheduled maintenance periods in the detailed plan are acceptable. If FPC
does not accept any of the requested scheduled maintenance pertods, FPC shall advise
the QF of the time period closest to the requested period(s) when the outage(s) can be
scheduled. The QF shall only schedule outages during peniods approved by FPC, and
such approval shall not be unreasonably withheld. Once the schedule for the detailed
plan has been established and approved, either Party requesting a subsequent change in
such schedule, except when such change is due to Force Majeure, must obtain approval
for ;such change from the other Party. Such approval shall not be unreasonably
withheld or delayed.

The QF shall comply with reasonable requests by FPC regarding day-to-day and hour-
by-hour communication between the Parties relative to electricity production and
maintenance scheduling.

Annual Planned Outage (Exempt from Capacity Calculation)

On or before October lof each year the QF shall submit a written request for a
scheduled maintenance outage for the following year up to fourteen (14) days in
duration. FPC shall inform the QF in writing by November 1 of their consent to such
outage. The parties may mutually adjust the schedule for such outage prior to start of
such outage. The outage referenced in this Paragraph 8.4 shall be exempt from the
capacity calculation set forth in Appendix A.



8.5 Additional Outage (Exempt from Capacity Calculation)

The QF may coordinate additional outage(s) with a combined total of up to fourteen (14)
days provided that such outage(s) is specific to requirements of regulatory and/or
operational terms and conditions of obtaining and operating in compliance with a Waste
To Energy Permit and or the use of alternative fuels. Additionally, such outage(s) must be
planned and scheduled to minimize down time and shall be for the purpose of installation
of additional equipment that cannot be installed while the unit is operating. Written
request for additional outage(s) shall be submitted to FPC 30 days in advance and such
outage(s) will not be conducted without written approval from FPC. The outages
referenced in this paragraph 8.5 shall be exempt from capacity calculations set forth in
Appendix A.

8.6  Dispatch and Control

8.6.1 Power supplied by the QF hereunder shall be in the form of three-phase
60 Hertz alternating current, at a nominal operating voltage of 115,000 volits
(115 kV) and power factor dispatchable and controllable in the range of
90% lagging to 90% leading as measured at the interconnection point to
maintain system operating parameters, including power factor, as specified
from time to time by FPC.

8.6.2 The QF shall operate the Facility with all system protective equipment in
service whenever the Facility is connected to, or is operated in parallel with,
FPC's system, except for normal testing and repair in accordance with good
engineering and operating practices as agreed by the Parties. The QF shall
provide adequate system protection and control devices to ensure safe and
protected operation of all energized equipment during normal testing and
repair. All QF facilities shall meet IEEE and industry standards. The QF
shall have independent, third party qualified personnel test, calibrate and
certify in writing all protective equipment at least once every twelve (12)
months in accordance with good engineering and operating practices. A
unit functional trip test shall be performed after each overhaul of the
Facility's turbine, generator or boilers and results provided to FPC in writing
prior to returning the equipment to service. The specifics of the unit
functional trip test will be consistent with good engineering and operating
practices as agreed by the Parties.

8.6.3 If the Facility 1s separated from the FPC system for any reason, under no
circumstances shall the QF reconnect the Facility to FPC's system without
first obtaining FPC's specific approval.

8.6.4 During the term of this Contract, the QF shall employ qualified personnel
for managing, operating and maintaining the Facility and for coordinating
such with FPC. The QF shall ensure that operating personnel are on duty at
all times that the plant is operating. Additionally, during the term of this



Contract, the QF shall operate and maintain the Facility in such a manner as
to ensure compliance with its obligations hereunder and in accordance with
applicable law and prudent utility practices.

8.6.4 FPC shall not be obligated to purchase, and may require curtailed or
reduced deliveries of energy to the extent allowed under FPSC Rule 25-
17.086 and under any curtailment plan which FPC may have on file with
the FPSC from time to time. Periods of curtailment or reduced deliveries
imposed by FPC shall be exempt from capacity calculations. QF shall
continue to receive capacity payments from FPC based on eligibility
established prior to curtailment or reduced deliveries.

8.6.6 During the term of this Contract, the QF shall maintain sufficient fuel on the
site of the Facility to deliver the capacity and energy associated with the
Committed Capacity for an uninterrupted seventy-two-- (72) hour period.
At FPC’s request, the QF shall demonstrate this capability to FPC’s
reasonable satisfaction.

Default

Unless caused by the occurrence of any Force Majeure as described in Section 13, each of
the following shall constitute an Event of Default:

(a)

(b)

(©)

(d)

The QF fails to maintain the "qualifying" status of the Facility specified in Section
1 of this Contract;

The QF changes or modifies the Facility from that provided in Section 1 with
respect to its type, location, technology or fuel source, without prior
written approval from FPC;

After the Capacity Delivery Date, the Facility fails for twelve (12) consecutive
months to maintain an Annual Capacity Billing Factor, as described in Appendix A,
of at least eighty five percent (85%);

The QF, or the entity which owns or controls the QF, ceases the conduct of active
business; or 1f proceedings under the federal bankruptcy law or insolvency laws
shall be instituted by or for or against the QF or the entity which owns or controls
the QF; or if a receiver shall be appointed for the QF or any of its assets or
properties, or for the entity which owns or controls the QF; or if any part of the QF's
assets shall be attached, levied upon, encumbered, pledged, seized or taken under
any judicial process, and such proceedings shall not be vacated or fully stayed
within thirty (30) calendar days thereof; or if the QF shall make an assignment for
the benefit of creditors, or admit in writing its inability to pay its debts as they
become due;
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(€)

€3]

€3]

(h)

(1)

)

()

M

(m)

The QF fails to give proper assurance of adequate performance as specified under
this Contract within thirty (30) calendar days after FPC, with reasonable grounds
for insecurity, has requested in writing such assurance;

The QF matenally fails to perform as specified under this Contract, including
but not limited to, the QF's obligations under Sections 8, and 11-15, for 30 days
after wnitten notice to QF from FPC of such material failure;

The QF fails to achieve or maintain licensing, certification, and all federal, state
and local governmental, environmental, and licensing approvals required to
operate the Facility;

Any of the representations or warranties made by the QF in this Contract is false or
misleading in any material respect as of the time made;

The occurrence and continuance of an event of default by the QF under the
Interconnection Agreement;

If, at any time after the Capacity Delivery Date, the QF reduces the Committed
Capacity due to an event of Force Majeure and fails to repair the Facility and reset
the Committed Capacity to the level set forth in Section 4.1 (as such level may be
reduced by Section 4.3) within twelve (12) months following the occurrence of such
event of Force Majeure;

The QF breaches any material provision of this Contract not specifically mentioned
in this Section 9 and fails to cure such breach within thirty (30) days after receipt of
written notice from FPC of such breach.

FPC, or the entity which owns or controls FPC, ceases the conduct of active
business; or 1if proceedings under the federal bankruptcy law or insolvency laws
shall be instituted by or for or against FPC or the entity which owns or controls
FPC,; or if a recelver shall be appointed for FPC or any of its assets or properties, or
for the entity which owns or controls the FPC; or if any part of FPC’s assets shall be
attached, levied upon, encumbered, pledged, seized or taken under any judicial
process, and such proceedings shall not be vacated or fully stayed within thirty (30)
calendar days thereof; or if FPC shall make an assignment for the benefit of
creditors, or admit in writing its inability to pay its debts as they become due;

FPC fails to render payment to QF within sixty (60) days of due date;

Rights in the Event of Default

10.1 Upon the occurrence of any of the Events of Default in Section 9, the non-defaulting

party may, at its option:



10.2

10.1.1 Terminate this Contract, without penalty or further obligation, except as set
forth in Secticn 10.2, by written notice to the other party, and offset any
payment(s) due under this contract;

10.1.2 Exercise any other remedy(ies) which may be available to the non-defaulting
party at law or in equity;

Termination shall not affect the liability of either Party for obligations arising prior
to such termination or for damages, if any, resulting from any breach of this
Contract.

11. Indemnification

11.1

11.2

FPC and the QF shall each be responsible for its own facilities. FPC and the QF
shall each be responsible for ensuring adequate safeguards for other FPC customers,

FPC's and the QF's personnel and equipment, and for the protection of its own

generating system. Each Party (the "Indemnifying Party”) agrees, to the extent
permitted by applicable law, to indemnify, pay, defend, and hold harmless the other
Party and its officers, directors, employees, agents and contractors (hereinafter
called “Indemnified Parties”from and against any and all claims, demands, costs or
expenses for loss, damage, or injury to persons or property of the Indemnified Party
(or to third parties) caused by, arising out of, or resulting from:

(a) a breach by the Indemnifying Party of its covenants, representations, and
warranties or obligations hereunder;

(b) any act or omission by the Indemnifying Party or its contractors, agents,
servants or employees in connection with the installation or operation of its
generation system or the operation thereof in connection with the other
Party's system;

(c) any defect in, failure of, or fault related to, the Indemnifying Party’s
generation system; '

(d) the negligence or willful misconduct of the Indemnifying Party or its
contractors, agents, servants or employees; or

(e) any other event or act that is the result of, or proximately caused by, the
Indemnifying Party or its contractors, agents, servants or employees.

Payment by an Indemnified Party to a third party shall not be a condition precedent
to the obligations of the Indemnifying Party under Section 11. No Indemnified
Party under Section 11 shall settle any claim for which it claims indemnification
hereunder without first allowing the Indemnifying Party the right to defend such a
claim. The Indemnifying Party shall have no obligations under Section 11 in the
event of a breach of the foregoing sentence by the Indemnified Party. Section 11
shall survive termination of this Agreement.
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13.

Insurance

12.1

12.2

12.4

12.5

The QF shall procure or cause to be procured and shall maintain throughout the
entire term of this Contract, a policy or policies of liability insurance issued by an
insurer acceptable to FPC on a standard "Insurance Services Office” commercial
general liability form (such policy or policies, collectively, the "QF Insurance"). A
current certificate of insurance shall be delivered to FPC. At a minimum, the QF
Insurance shall contain (a) an endorsement providing coverage, including products
liability/completed operations coverage for the term of this Contract, and (b)a
broad form contractual liability endorsement covering liabilities (1) which might
arise under, or in the performance or nonperformance of, this Contract and the
Interconnection Agreement, or (ii) caused by operation of the Facility or any of the
QF's equipment or by the QF's failure to maintain the Facility or the QF's
equipment in satisfactory and safe operating condition. Without limiting the
foregoing, the QF Insurance must be reasonably acceptable to FPC. Any premium
assessment or deductible shall be for the account of the QF and not FPC.

The QF Insurance shall have a minimum limit of One Million Dollars
($1,000,000.00) per occurrence, combined single limit, for bodily injury (including
death) or property damage.

To the extent that the QF Insurance is on a " claims made " basis, the retroactive
date of the policy (ies) shall be the effective date of this Contract or such other date
as may be agreed upon to protect the interests of the Parties. Furthermore, to the
extent the QF Insurance 1s on a "claims made" basis, the QF's duty to provide
insurance coverage shall survive the termination of this Contract until the
expiration of the maximum statutory period of limitations in the State of Florida
for actions based in contract or in tort. To the extent the QF Insurance is on an
"occurrence” basis, such insurance shall be maintained in effect at all times by the
QF during the term of this Contract.

The QF Insurance shall provide that it may not be cancelled or matenally altered
without at least thirty (30) calendar days' written notice to FPC. The QF shall
provide FPC with a copy of any material communication or notice related to the
QF Insurance within ten (10) business days of the QF's receipt or issuance thereof.

The QF shall be designated as a named nsured and FPC shall be designated as an
additional insured under the QF Insurance. The QF Insurance shall be endorsed to
be primary to any coverage maintained by FPC.

Force Majeure

Force Majeure is defined as an event or circumstance that is not reasonably foreseeable, is
beyond the reasonable control of and is not caused by the negligence or lack of due

e



diligence of the affected Party or its contractors or suppliers. Such events or circumstances
may include, but are not limited to, actions or inactions of civil or military authority
(including courts and governmental or administrative agencies), acts of God, war, riot or
insurrection, terrorist acts, blockades, embargoes, sabotage, epidemics, explosions and fires
not originating in the Facility or caused by its operation, hurricanes, floods, strikes,
lockouts or other labor disputes or difficulties (not caused by the failure of the affected
party to comply with the terms of a collective bargaining agreement). QF equipment
breakdown or mability to use equipment caused by its design, comstruction, operation,
maintenance or inability to meet regulatory standards, or otherwise caused by an event
originating 1in the Facility, or a QF failure to obtain on a timely basis and maintain a
necessary permit or other regulatory approval, shall not be considered an event of Force
Majeure, unless the QF can conclusively demonstrate, to the reasonable satisfaction of
FPC, that the event was not reasonably foreseeable, was beyond the QF's reasonable
control and was not caused by the negligence or lack of due diligence of the QF or its
agents, contractors or suppilers.

13.1 Except as otherwise provided in this Contract, each Party shall be excused from
performance when its nonperformance was caused, directly or indirectly by an
event of Force Majeure.

13.2 In the event of any delay or nonperformance resulting from an event of Force
Majeure, the Party claiming Force Majeure shall notify the other Party in writing
within five (5) business days of the occurrence of the event of Force Majeure, of the
nature cause, date of commencement thereof and the anticipated extent of such
delay, and shall indicate whether any deadlines or date(s), imposed hereunder may
be affected thereby. The suspension of performance shall be of no greater scope
and of no greater duration than the cure for the Force Majeure requires. A Party
claiming Force Majeure shall not be entitled to any relief therefor unless and until
conforming notice 1s provided. The Party claiming Force Majeure shall notify the
other Party of the cessation of the event of Force Majeure or of the conclusion of
the affected Party's cure for the event of Force Majeure in either case within two (2)
business days thereof.

13.3  The Party claiming Force Majeure shall use its best efforts to cure the cause(s)
preventing its performance of this Contract within 30 days; provided, however, the
settlement of strikes, lockouts and other labor disputes shall be entirely within the
discretion of the affected Party and such Party shall not be required to settle such
strikes, lockouts or other labor disputes by acceding to demands which such Party
deems to be unfavorable.

13.4 If the QF suffers an occurrence of an event of Force Majeure that reduces the
generating capability of the Facility below the Committed Capacity, the QF may,
upon notice to FPC temporarily adjust the Committed Capacity as provided in
Sections 13.5 and 13.6. Such adjustment shall be effective the first calendar day
immediately following FPC's receipt of the notice or such later date as may be

1"



14.

13.6

13.7

13.8

13.9

specified by the QF. Furthermore, such adjustment shall be the minimum amount
necessitated by the event of Force Majeure.

If the Facility is rendered completely inoperative as a result of Force Majeure, the
QF shall temporanily set the Committed Capacity equal to 0 kW until such time as
the Facility can partially or fully operate at the Committed Capacity that existed
prior to the Force Majeure. If the Committed Capacity is 0 kW, FPC shall have no
obligation to make capacity payments hereunder.

If, at any time during the occurrence of an event of Force Majeure or during its
cure, the Facility can partially or fully operate, then the QF shall temporarily set the
Committed Capacity at the maximum capability that the Facility can reasonably be
expected to operate.

Upon the cessation of the event of Force Majeure or the conclusion of the cure for
the event of Force Majeure, the Committed Capacity shall be restored to the
Committed Capacity that existed immediately prior to the Force Majeure.
Notwithstanding any other provisions of this Contract, upon such cessation or cure,
FPC shall have the nght to require a Committed Capacity Test to demonstrate the
Facility's compliance with the requirements of this Section 13.7. Any Committed
Capacity Test required by FPC under this Section shall be additional to any
Committed Capacity Test under Section 4.3.

During the occurrence of an event of Force Majeure and a reduction in Committed
Capacity under Section 13.4 all Monthly Capacity Payments shall reflect, pro rata,
the reduction in Committed Capacity, and the Monthly Capacity Payments will
continue to be calculated in accordance with the pay-for-performance provisions in
Appendix A.

The QF agrees to be responsible for and pay the costs necessary to reactivate the
Facility and/or the interconnection with FPC's system if the same 1s (are) rendered
inoperable due to actions of the QF, its agents, or Force Majeure events affecting
the QF, the Facility or the interconnection with FPC. FPC agrees to reactivate, at
its own cost, the interconnection with the Facility in circumstances where any
interruptions to such interconnections are caused by FPC or its agents.

Representations, Warranties, and Covenants of QF

The QF represents and warrants that as of the Effective Date:

14.1

Organization, Standing and Qualification

The QF 1s a corporation duly organized and validly existing in good standing under
the laws of Texas and has all necessary power and authority to carry on its business
as presently conducted to own or hold under lease its properties and to enter into

and perform its obligations under this Contract and all other related documents and



14.2

14.3

14.4

14.5

agreements to which 1t 1s or shall be a Party. The QF is duly qualified or licensed to
do business in the State of Florida and in all other jurisdictions wherein the nature
of its business and operations or the character of the properties owned or leased by
it makes such qualification or licensing necessary and where the failure to be so
qualified or licensed would impair its ability to perform its obligations under this
Contract or would result in a material liability to or would have a material adverse
effect on FPC.

Due Authorization, No Approvals, No Defaults

Each of the execution, delivery and performance by the QF of this Contract has
been duly authonzed by all necessary action on the part of the QF, does not require
any approval, except as has been heretofore obtained, of the shareholders of the QF
or any consent of or approval from any trustee, lessor or holder of any indebtedness
or other obligation of the QF, except for such as have been duly obtained, and does
not contravene or constitute a default under any law, the articles of incorporation of
the QF, or any agreement, judgment, injunction, order, decree or other instrument
binding upon the QF, or subject the Facility or any component part thereof to any
lien other than as conternplated or permitted by this Contract.[ Approval by QF
shareholders may or may not be required.]

Compliance with Laws

The QF is in compliance with all laws, except to the extent that failure to comply
therewith would not, in the aggregate, have a material adverse effect on the QF or

FPC.
Governmental Approvals

Except as expressly contemplated herein, neither the execution and delivery by the
QF of this Contract, nor the consummation by the QF of any of the transaction
contemplated thereby, requires the consent or approval of, the giving of notice to,
the registration with, the recording or filing of any document with, or the taking of
any other action with respect to governmental authority, except with respect to
permits (a) which have already been obtained and are in full force and effect or (b)
are not yet required (and with respect to which the QF has no reason to believe that
the same will not be readily obtainable in the ordinary course of business upon due
apphcation therefor).

No Suits, Proceedings

There are no actions, suits, proceedings or investigations pending or, to the
knowledge of the QF, threatened against it at law or in equity before any court or
tribunal of the United States or any other jurisdiction which individually or in the
aggregate could result in any materially adverse effect on the QF's business,
properties, or assets or its condition, financial or otherwise, or in any impairment of
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its ability to perform its obligations under this Contract. The QF has no knowledge
of a violation or default with respect to any law which could result in any such
materially adverse effect or impairment.

Environmental Matters

To the best of its knowledge after diligent inquiry, the QF knows of no (a) existing
violations of any environmental laws at the Facility, including those governing
hazardous materials or (b)pending, ongoing, or unresolved administrative or
enforcement investigations, compliance orders, claims, demands, actions, or other
litigation brought by governmental authorities or other third parties alleging
violations of any environmental law or permit which would matenially and
adversely affect the operation of the Facility as contemplated by this Contract.

General Provisions

15.1

15.2

15.3

Permits

The QF hereby agrees to obtain and maintain any and all permits, certifications,
licenses, consents or approvals of any governmental authonty which the QF is
required to obtain as a prerequisite to engaging in the activities specified in this
Contract.

Assignment

The QF may not assign this Contract, without FPC's prior written approval, which
approval may be withheld at FPC's sole discretion.

Disclaimer

In executing this Contract, FPC does not, nor should it be construed, to extend its
credit or financial support for the benefit of any third parties lending money to or
having other transactions with the QF or any assigns of this Contract.

Notification

All formal notices relating to this Contract shall be deemed duly given when
delivered in person, or sent by registered or certified matl, or sent by fax if followed
immediately with a copy sent by registered or certified mail, to the individuals
designated below. The Parties designate the following individuals to be notified or
to whom payment shall be sent until such time as either Party furnishes the other
Party written instructions to contact another individual:



For the QF: For FPC:

15.5

15.6

15.7

15.8

15.9

Timber Energy Resources, Inc. Flonida Power Corporation
901 Marquette Street  Ste. 2300 Manager, Purchased Power Resources
Minneapolis, MN 55402 200 Central Avenue
Attention: President St. Petersburg, FL 33701

Phone (612) 373-5347 Phone (727) 820-4597

Copy to: General Counsel

Plant Manager
Applicable Law

This Contract shall be construed in accordance with and governed by, and the rights
of the parties shall be construed in accordance with the laws of the State of Flonda.
The Parties hereby relinquish and waive their rights to a jury trial in any action
brought hereunder.

Severability

If any part of this Contract, for any reason, is declared invalid or unenforceable by a
public authority of appropriate jurisdiction, then such decision shall not affect the
validity of the remainder of the Contract, which remainder shall remain in force and
effect as if this Contract had been executed without the invalid or unenforceable
portion.

Complete Agreement and Amendments

All previous communications or agreements between the Parties, whether verbal or
written, with reference to the subject matter of this Contract are hereby abrogated.
No amendment or modification to this Contract shall be binding unless it shall be
set forth in writing and duly executed by both Parties. This Contract constitutes the
entire agreement between the Parties.

Survival of Contract

This Contract, as it may be amended from time to time, shall be binding upon, and
inure to the benefit of, the Parties' respective successors-in-interest and legal
representatives. )

Record Retention

The QF agrees to maintain for a period of five (5) years from the date of
termination hereof all records relating to the performance of its obligations



15.10

15.11

hereunder, and to cause its officers, directors, employees, agents and contractors to
retain for the same period all such records.

No Waiver

No waiver of any of the terms and conditions of this Contract shall be effective
unless in writing and signed by the Party against whom such waiver is sought to be
enforced. Any wavier of the terms hereof shall be effective only in the specific
instance and for the specific purpose given. The failure of a Party to insist, in any
instance, on the strict performance of any of the terms and conditions hereof shall
not be construed as a waiver of such Party's right in the future to insist on such strict
performance.

Set-Off

FPC may at any time, but shall be under no obligation to, set off any and all sums
due from the QF against sums due to the QF hereunder.



IN WITNESS WHEREOF, the QF and FPC executed this Contract on the later of the dates set
forth below.

Timber Energy Resources, Inc.

A bg,%ﬁg A 4-4@4%,24
Signature

RIDA POWER CORPORATION

Signature
Douglas R. Walker Rohert F. Caldwell
Print Name Print Name
President Vice. President
Title Title
§-2—-0R 5-23-02

Date Date



1. Monthly Capacity Payments (MCP) for each Monthly Billing Period shall be computed

APPENDIX A

PAY FOR PERFORMANCE PROVISIONS

MONTHLY CAPACITY PAYMENT CALCULATION

according to the following:

A.

In the event that the Annual Capacity Billing Factor ("ACBF"), as defined below, is

less than 60%, then no Monthly capacity Payment shall be due. That is:

MCP =0

In the event that the ACBF is equal to or greater than 60% but less than 85%, then

the Monthly Capacity Payment shall be calculated by using the following formula:

MCP =BCP x CC x [1 - (85% - ACBF) x 2)]

In the event that the ACBF is equal to or greater than 85%, then the Monthly

Capacity Payment shall be calculated by using the following formula:

MCP=BCPx CC

Where:

MCP
BCP

CC
ACBF

Monthly Capacity Payment in dollars.

Base Capacity Payment in $/kW/Month as specified in
Section 6

Committed Capacity in kW.

Annual Capacity Billing Factor. This factor is calculated using
the rolling annual average of the MCF. This rolling annual
average shall be defined as the electric energy actually
received during the Billing Hours in a Billing Month by FPC
for the 12 consecutive months preceding the date of
calculation, divided by the product of the Committed Capacity
and the number of Billing Hours in the Billing Months for the
12 consecutive months preceding the date of calculation.
During the first 12 consecutive months commencing with the
first Monthly Billing Period in which Capacity payments are to
be made, the calculation of the ACBF shall be performed as
follows (a) during the first Billing Month, the Annual Capacity
Billing Factor shall be equal to the Monthly Capacity Factor;
(b) thereafter, the calculation of the ACBF shall be computed
by electric energy actually received by FPC for the number of

20



MCF

Billing

Months
Billing

Hours

Monthly
Billing
Period

Billing Months preceding the date of calculation, divided by
the product of the Committed Capacity and the number of
hours in the number of Billing Months preceding the date of
calculation. This calculation shall be performed at the end of
each Monthly Billing Period until enough Monthly Billing
Periods have elapsed to calculate a true 12-month rolling
average ACBF.

Monthly Capacity Factor. The total energy received during the
Billing Hours in a Billing Month for which the calculation is
made, divided by the product of Commuitted Capacity times the
total Billing Hours during the Billing Month.

January, February, March, April, May, June, July, August,
September, October, November and December

24 hours per day seven days per week excluding those outage
hours specifically exempted in accordance with sections 8.3
and 8.4 of this agreement.

The period beginning on the first calendar day of each calendar
month, except that the initial Monthly Billing Period shall
consist of the period beginning 12:01 a.m., on the Capacity
Delivery Date and ending with the last calendar day of such
month.



APPENDIX B

FPSC Rules 25-17.080 through 25-17.091
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PART III

UTILITIES' OBLIGATIONS WITH REGARD TO
COGENERATORS AND SMALL POWER PRODUCERS

25-17.080 Definitions and Qualifying Criteria

25-17.081 Reserved

25-17.082 The Utility's Obligation to Purchase

25-17.0825 Ag-Available Energy

25-17.083 Firm Energy and Capacity (Repealed)

25-17.0831 Contracts (Repealed)

25-17.0832 Firm Capacity and Energy Contracts

25-17.0833 Planning Hearings (Repealed)

25-17.0834 Settlement of Disputes in Contract Negotiations

25-17.0835 Wheeling (Repealed)

25-17.0836 Modification to Existing Contracts; Explanation of When Approval is
Required

25-17.0837 Negotiations with Other Utility and Non-utility Generating Facilities

25-17.084 The Utility's Obligation to Sell

25-17.085 Reserved

25-17.085% Periods During Which Purchases Are Not Required

25-17.087 Interconnection and Standards

25-17.088 Transmission Service for Qualifying Facilities (Repealed)

25-17.0882 Transmission Service Not Required for Self-Service {Repealed)

25-17.0883 Conditions Requiring Transmission Service for Self-service

25-17.0889 Transmission Service for Qualifying Facilities

25-17.0889 Contractual Rights (Repealed)

25-17.0890 Reserved

25-17.091 Governmental Solid Waste Energy and Capacity

25-17.080 Definitions and Qualifying Criteria.

{1) For the purpose of these rules the Commission adopts the Federal Energy
Regulatory Commission Rules 292.101 through 292.207, effective March 20, 1980,
regarding definitions and criteria that a small power producer or cogenerator must
meet to achieve the status of a qualifying facility. Small power producers and
cogenerators which fail to meet the FERC criteria for achieving qualifying facility
status but otherwise meet the objectives of economically reducing Florida's
dependence on c¢il and the economic 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 tc these rules,.

(2) In general, under the FERC regulations, a small power producer is a
qualifying facility if:
(a) the small power producer does not exceed 80 MW; and

{(b) the primary (at least 50%) energy source of the small power producer is
biomass, waste, or another renewable resource; and B

{c) the small power production facility is not owned by a person primarily
engaged in the generation or sale of electricity. This criterion is met if less
than 50% of the equity interest in the facility is owned by a utility, utility
holding company, or a subsidiary of them.

(3} In general, under the FERC regulations, a cogenerator is a gqualifying
facility if:
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(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 output 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 45% if the useful thermal
energy output is less than 15% of the total energy output of the facility; and
(c) 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 45% of the natural gas or oil input on an annual basis; and
(d) the cogeneration facility is not owned by a person primarily engaged in
the generation or sale of electricity. This criterion is met if less than 50% of
the equity interest in the facility is owned by a utility, utility holding company,
or a subsidiary of them.
Specific Authority: 366.05(1), 350.127(2), F.S.
Law Implemented: 366.05(1), F.S.
History: New 5/13/81, amended 9/4/83, formerly 25-17.80.

25-17.081 Reserved.

25-17.082 The Utility's Obligation te Purchase; Customer's Selection of
Billing Method.

(1) Upon compliance by the qualifying facilircy with Rule 25-17.087, each
utility shall purchase electricity produced and sold by gualifying facilities at
rates which have been agreed upon by the utility and qualifying facility or at the
utility's published tariff. Each utility shall file a tariff or tariffs and a
standard offer contract or contracts for the purchase of energy and capacity from
qualifying facilities which reflects the provisions set forth in these rules.

(2) Unless the Commission determines that alternative metering requirements
cause no adverse effect on the cost or reliability of electric service to che
utility's general body of customers, each tariff and standard offer contract shall
specify the following metering requirements for billing purposes:

{a) Hourly recording meters shall be required for qualifying facilities with
an installed capacity of 100 kilowatts or more.

(b) For qualifying facilities with an installed capacity of less than 100
kilowatts, 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 approximate 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-available energy to a utility,
shall elect to make either simultaneous purchases from the interconnecting utility
and sales to the purchasing utility or net sales to the purchasing utility. Once
made, che selection of a billing methodology may only be changed:

1. when a qualifying facility selling as-available energy enters into
a negotiated contract or standard offer contract for the sale of firm
capacity and energy; oOr

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-available energy and has
not changed billing methods within the last twelve months; and
4. when the election to change billing methods will not contravene the

provisions of Rule 25-17.0832 or any contract between the qualifying
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facility and the utility.
Firm capacity and energy contracts in effect prior to the effective date of this
rule shall remain 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 written notice;

2. upon the installation by the utility of any additional metering
equipment reasonably required to effect the change in billing and
upon payment by the qualifying facility for such metering equipment
and its installation; and

3. upon completion and approval by the utility of any alterations to the
interconnection reasonably reguired to effect the change in billing
and upon payment by the qualifying facility for such alterations.

(c¢) Should a qualifying facility elect to make simultaneous purchases and
sales, purchases of electric service by the qualifying facility f£from the
interconnecting utility shall be billed at the retail 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 25-17.0825 and 25-17.0832.

(d) Should a qualifying facility elect a net billing arrangement, the hourly
net energy and capacity sales delivered to the purchasing utility shall be
purchased at the utility's avoided energy and capacity rates, where applicable, in
accordance with Rules 25-17.0825 and 25-17.0832; purchases from the interconnecting
utility shall be billed pursuant to the utility's applicable standby service or
supplemental service rate schedules.

(4) (a) Payments for energy and capacity sold by a qualifying facility shall
be rendered monthly by the purchasing utility and as promptly as possible, normally
by the twentieth business day following the day the meter is read. The
kilowatt-hours sold by the qualifying facility, the applicable avoided energy rate
at which payments were made, and the rate and amount of the applicable capacity
payment shall accompany the payment by the utility to the qualifying facility.

(b) Where simultaneous purchases and sales are made by a gualifying facility,
avoided energy and capacity payments to the qualifying facility may, at the option
of the qualifying facility, be shown as a credit to the qualifying facility's bill;
the kilowatt-hours produced by the qualifying facility, the avoided energy rate at
which payments were made, and the rate and amount of the capacity payment shall
accompany the bill to the gqualifying 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 gualifying faecility in accordance with this rule,

(5) A utility may require a security deposit from each interconnected
qualifying facility in accordance with Rule 25-6.097 for the gualifying facility's
purchase of power from the utility. Each utilitcy's tariff shall contain specific
criteria for determining the applicability and amount of a deposit from an
interconnected qualifying facility consistent with projected net cash flow on a
monthly basis. i

(6) Each utility shall keep separate accounts for sales to qualifying
facilities and purchases from qualifying facilities. -
Specifie Authority: 366.051, 350.127(2), F.s. .

Law Implemented: 350.115, 3646.03, 366.04(2) (a), 366.04(2) (c),366.04(5), 366.041(1),
366.051, 366.06(1),F.S.
History: New 5/13/81, Amended 9/4/83, formerly 25-17.82, amended 10/25/90.

25-17.0825 As-Available Energy.
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(1) BAs-available energy is energy produced and sold by a qualifying facility
on an hour-by-hour basis for which contractual commitments as to the guantity,
time, or reliability of delivery are not required. Each utility shall purchase
as-available 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 purchased by the
utility at a rate, in cents per kilowatt-hour, not to exceed the utility's avecided
energy cost. Because of the lack of assurances as to the quantity, time, or
reliability of delivery of as-available energy, nc 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. Each utility's published tariff
shall state chat the rate of payment for as-available energy 1s the utility's
avoided energy cost as defined in subsection (2) of this rule, less the additional
costs directly attributable to the purchase of such energy from a gqualifying
facilaity. The additional costs directly associated with the purchase of
as-available 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-available energy from a gualifying facility. All
contracts for the purchase of as-available energy between a qualifying facility and
a utility shall be filed with the Commission within 10 working days of their
signing. Those qualifying facilities wishing to negotiate a contract for the sale
of firm capacity and energy with terms different from those in a utility's standard
offer contract may do so pursuant to Rule 25-17.0832(2). Where parties cannot
agree on the terms and conditions of a negotiated contract, either party may apply
to the Commission for relief pursuant to Rule 25-17.0834.

{2) (a) Avoided energy costs associated with as-available energy are defined
as the utility's actual avoided energy cost before the sale of interchange energy.
Avoided energy costs associated with as-available energy shall be all costs the
utility avoided due to the purchase of as-available energy, including the utility's
incremental fuel, identifiable variable operating and maintenance expense, and
identifiable variable utility power purchases. Demonscrable utility administrative
costs required to calculate avoided energy costs may be deducted from avoided
energy payments. Avoided line losses reflecting the voltage at which generation
by the qualifying facility is received by the utility shall also be included in the
determination of avoided energy costs. Each utility shall calculate its avecided
energy 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 actual avoided energy cost for the hour, as affected by the
output of the qualifying facilities connected to the utility's system. A megawatt
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 rate to the utility shall be used to calculate
the utility's hourly avoided energy costs associated with as-available energy. For
the purpose of this subsection, interchange sales are inter-utility sales which are
provided at the option of the selling utility exclusive of central pcol dispatch
transactions. -

(b) Each utility's tariff shall include a description of the methodology to
be used in the calculation of avoided energy cost implementing subsection (2) of
rhis Rule. Each utility's implementation methodclogy shall specify the method by
which the utility's incremental fuel and operating and maintenance COSLS and line
losses are determined.

(3) (a) For qualifying facilities with hourly recording meters, monthly
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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 gquantity of energy sold by the qualifying facility during that
hour.

{(b) For qualifying facilities with dual kilowatt-hour register time-of-day
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 on-peak and
off-peak periods during the month.

(c) For 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.

{a) Each utility shall file with the Commission by the twentiech business day
of the following month, a monthly report of their actual hourly avoided energy
costs, the average of their actual hourly avoided energy costs for the on-peak and
off-peak periods during the month, and the average of their actual hourly avoided
energy costs for the month with the Commission. A copy shall be furnished to any
individual who requests such information.

(5) Upon request by a gqualifying facility or any interested person, each
utility shall provide within 30 days its most current projections of its generation
mix, fuel price by type of fuel, and at least a five year projection of fuel
forecasts to estimate future as-available energy prices as well as any other
information reasonably regquired by the gqualifying 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
to exceed the actual <cost of production and copying, £for providing such
information.

(6) Utility payments for as-available energy made to qualifying facilities
pursuant to the utility's tariff shall be recoverable by the utility through the
Commission's periodic review of fuel and purchased power. Utility payments for
as-available energy made to qualifying facilities pursuant to a separately
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 te result in higher cost electric service to the utility's
general body of ratepayers or adversely affect the adequacy or reliability of
electric service to all customers.

Specific Authority: 366.051, 350.127(2), F.5S.
Law Implemented: 366.04(2) (c), (2)(f),&(5), 366.041(1), 366.051, 366.06(1), F.S.
History: New 9/4/83, formerly 25-17.82, amended 10/25/50.

25-17.083 Firm Energy and Capacity.
Specific Authority: 366.04(1), 366.05(1), 366.05(9), 350.127(2), F.S.
Law Implemented: 366.05(9), F.S.
History: New 9/4/83, formerly 25-17.83, Repealed 10/25/90.

25-17.0831 Contracts.
Specific Authority: 366.05(8), 350.127(2), F.S.
Law Implemented: 366.05(5), F.S.
History: New 5/13/81, amended 9/4/83, formerly 25-17.831, Repealed 10/25/50.

25-17.0832 Firm Capacity and Energy Contracts.

(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
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quantity, time, and reliability of delivery.

(a) wWithin one working day of the execution of a negotiated contract or the
receipt of a signed standard offer contract, the utility shall notify the Director
of the Division of Electric and Gas and provide the amount of committed capacity
and the type of generating unit, if any, which the contracted capacity is intended
to avoid or defer.

(b) Within 10 working days of the execution of a negotiated contract or
receipt of a signed standard offer contract for the purchase of firm capacity and
energy, the purchasing utility shall file with the Commission a copy of the signed

contract and a summary of its terms and conditions. At a minimum, summary shall
report:
1. The name of che utility and the owner and operator of the qualifying
facility, who are signatories of the contract:
2. The amount of committed capacity specified in the contract, the size

of the facility, the type of facility, its location, and its
interconnection and transmission reqguirements;

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

4., The type of unit being avoided, its size_ and its in-service year;

5. The in-service date of the qualifying facility; and

6. The date by which the delivery of firm capacity and energy is

expected to commence.

(2) Negotiated Contracts. Utilities and qualifying facilities are encouraged
to negotiate contracts for the purchase of firm capacity and energy to avoid or
defer the construction of all planned utility generating units which are not
subject to the requirements of Rule 25-22.082. If a utility is required to issue
a Request for Proposals (RFP) pursuant to Rule 25-22.082, negotiations with
qualifying facilities shall be governed by the utility's RFP process. Negotiated
contracts will be considered prudent for cost recovery purposes if it is
demonstrated by the utility that the purchase of firm capacity and energy from the
gqualifying facility pursuant to the rates, terms, and other conditions of the
centract can reasonably be expected to contribute towards the deferral or avoidance
of additional capacity construction or other capacity-related costs by the
purchasing utility at a cost to the utility's ratepayers which does not exceed full
avoided costs, giving consideration to the characteristics of the capacity and
energy to be delivered by the gualifying facility under the contract. Negotiated
contracts shall not be counted towards the subscription limit of the avoided unit
in a standard offer contract, thus preserving the standard offer for small
qualifying facilities as described in subsection (4&).

{3} Cost Recovery for Negotiated Contracts. In 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:

(a) Whether additional firm capacity and energy is needed by the purchasing
utility and by Florida utilities from a statewide perspective;

(b) Whether the cumulative present worth of firm capacity and energy payments
made to the qualifying facility over the term of the contract are projected to be
no greater than: -

1. The cumulative present worth of the value of a year-by-year deferral
of the construction and operation of generation or parts thereof by
the purchasing utility over the term of the contract, calculated in
accordance with subsection (5) and paragraph (6) {a) of this rule,
provided that the contract is designed to contribute towards the
deferral or avoidance of such capacity; or

2. The cumulative present worth of other capacity and energy related
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costs that the contract is designed to avoid such as fuel, operaticn,
and maintenance expenses or alternative purchases of capacity,
provided that the contract is designed to avoid such costs;

{c) To the extent that annual firm capacity and energy payments made to the
qual:fying facility in any year exceed that year's annual value of deferring the
construction and operation of generation by the purchasing utility or other
capacity and energy related costs, whether the contract contains provisions to
ensure repayment of such payments exceeding that year's value of deferring that
capacity in the event that the qualifying facility fails to deliver firm capacity
and energy pursuant to the terms and conditions of the contract, provided, however,
that provisions to ensure repayment may 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 energy in the amount and times specified in the contract.

(4) Standard Offer Contracts.

{a) Upon petition by a utility or pursuant tc a Commission action, each public
utility shall submit for Commission approval a tariff or tariffs and a standard
offer contract or contracts for the purchase of firm capacity and energy from small
qualifying facilities. 1In lieu of a seperately negotiated contract, standard offer
contracts are available to the following types of qualifying facilities:

1. A small power producer or other qualifying facility using renewable
or non-fossil fuel where the primary energy source in British Thermal
Units (BTUs) is at least 75 percent biomass, waste, solar or other
renewable rescurce;

2. A gualifying facility, as defined by Rule 25-17.080(3), with a design
capacity of 100 kW or less; or
3 A municipal solid waste facility as defined by Rule 25-17.091.

{b) The rates, terms, and other conditions contained in each utility's
standard cffer contract or contracts shall be based on the need for and equal to
the avoided cost of deferring or avoiding the construction of additional generation
capacity or parts thereof by the purchasing utility. Rates for payment of capacity
sold by a qualifying facility shall be specified in the contract for the duration
of the contract. In reviewing a utility's standard offer contract or contracts,
the Commission shall consider the criteria specified in paragraphs (3) (a) through
(3) (d) of this rule, as well as any other information relating to the determination
of the utility's full avoided costs.

(c) The wutility shall evaluate, select, and enter into standard offer
contracts with eligible qualifying facilities based on the benefits to rthe

ratepayers. Within 60 days of receipt of a signed standard offer contract, the
utility shall either:
1. Accept and sign the contract and return it within five days to the
qualifying facility; or
2. Petition the Commission not to accept the contract and provide

justification for the refusal. Such petitions may be based on:

a. A reasonable allegaticn by the utility that acceptance of
the standard offer will exceed the subscripticn limit of the
avoided unit or units; or -

b. Material evidence showing that because the qualifying
facility is not financially or technically wviable, it is
unlikely that the committed capacity and energy would be
made available to the utility by the date specified in the
standard offer.

{d) A standard offer contract which has been accepted by a qualifying facility
shall apply towards the subscription limit of the unit designated in the contract
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effective the date the utility receives the accepted contract. If the contract is
not accepted by the utility, icts effect shall be removed from the subscription
limit effective the date of the Commission order granting the utility's petition.

(e) Minimum Specifications. Each standard cffer contract shall, at minimum,
specify:
. The avoided unit or units on which the contract is based;
2. The total amount of committed capacity, in megawatts, needed to fully
subscribe the avoided unit specified in the contract;
3. The payment options available to the gqualifying facility including

all financial and economic assumptions necessary to calculate the
firm capacity payments available under each payment optica and an
illustrative calculation of firm capacity payments for a minimum ten
year term contract commencing with the in-service date of the avoided
unit for each payment option;

4. The date on which the standard contract offer expires;
5. A reasonable open solicitation period during which time the utility
will accept proposals for standard offer contracts. Prior to the

issuance of timely notice of a Request for Proposals (RFP) pursuant
to Rule 25-22.082(3), the utility shall end the open solicitation
period;

6. The date by which firm capacity and energy 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;

7. The period of time over which firm capacity and energy shall be
delivered from the qualifying facility to the utility. Firm capacity
and energy shall be delivered, at a minimum, for a period of ten
years, commencing 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-service date of the avoided unit;

8. The minimum performance 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 standards
shall approximate the anticipated peak and cff-peak availability and
capacity factor of the utility's avoided unit over the term of the
contract;

S. The description of the proposed facility including the location,
steam host, generation technology, and fuel sources;

10. 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 avocided
unit specified in the contract in the event that the qualifying
facility fails to perform pursuant te the terms and conditicns of the
contract. Such provisions may be in the form of a surety bond or
equivalent assurance of repayment of payments exceeding the
year-by-year value of deferring the avoided unit specified in the

contract.
(f) The utility may include the following provisions: )
1. Provisions to protect the purchasing utility's ratepayers in the

event the qualifying facility fails to deliver firm capacity and
energy in the amcunt and times specified in the contract which may
be in the form of an up-front payment, surety bond, or eguivalent
assurance of payment. Payment or surety shall be refunded upon
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completion of the facility and demonstration that the facility can
deliver the amount of capacity and energy specified in the contract;
and

2. A listing of the parameters, including any impact on electric power
transfer capability, associated with the qualifying facility as
compared to the avoided unit necessary for the calculation of the
avoided cost.

3. Provisions that allow for revisions to the contract based upon
changes to the purchasing utility's avoided costs.

(g) Firm Capacity Payment Options. Each standard offer contract shall also

contain,

at a minimum, the following options for the payment of firm capacity

delivered by the gqualifying facility:

1.

Value of deferral capacity payments. Value of deferral capacity
payments shall commence on the anticipated in-service date of the
avoided unit. Capacity payments under this option shall consist of
menthly payments 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 (s) {(a) of this
rule.

Early capacity payments. Each standard offer contract shall specify
the earliest date prior to the anticipated in-service date of the

avoided unit when early capacity payments may commence. The early
capacity payment date shall be an approximation of the lead time
required to sitce and construct the avoided unit. Early capacity

payments shall consist of monthly payments escalating annually of the
avoided capital and fixed operation and maintenance expense
associated with the avoided unit, calculated in conformance with
paragraph {6) (b} of the rule. At the option of the qualifying
facility, early capacity payments may commence at any time after the
specified early capacity payment date and before the anticipated
in-service date of the avoided unit provided that the gqualifying
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 gualifying 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
gualifying facility had such payments been made pursuant to
subparagraph (4) (g}l. of this rule.

Levelized capacity payments. Levelized capacity payments shall
commence cn the anticipated in-service date of 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 (6)(c) of this rule. The fixed
operation and maintenance porticn 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 (6) (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 shall not exceed the cumulative present value
of capacity payments which would have been made to the qualifying
facilicy had such payments been made pursuant to subparagraph
(4) {g)1. of this rule, value of deferral capacity payments.

Early levelized capacity payments. Each standard offer contract
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shall specify the earliest date prior to the anticipated in-service
date of the avoided unit when early levelized capacity payments may
commence. The early capacity payment date shall be an approximation
of the lead time required to site and construct 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 (6) (c¢) of this rule. The
fixed operation and maintenance expense shall be calculated in
confermance with paragraph (6) (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
gqualifying facility is delivering firm capacity and energy to the
utility. Where early levelized 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 made
pursuant to subparagraph (4) (g)l. of this rule.

(5) Avoided Energy Payments for Standard Offer Contracts.

{a) For the purpose of this rule, avoided energy costs associated with firm
energy scld 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-service date of the avoided unit, the
qualifying facility may sell as-available energy to any utility pursuant to Rule
25-17.0825.

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

{c) The energy cost of the avoided unit specified in the contract shall be
defined as the cost of fuel, in cents per kilowatt-hour, which would have been
burned at the avoided unit plus variable operation and maintenance expense plus
avoided line losses. The cost of fuel shall be calculated as the average market
price of fuel, in cents per million Btu, associated with the avoided unit
multiplied by the average heat rate associated with the avoided unit. The variable
operating and maintenance expense shall be estimated based on the unit fuel type
and technology of the avoided unic.

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

(a) Calculation of year-by-year value of deferral. The year-by-year value of
deferral of an avoided unit shall be the difference in revenue reguirements
associated with deferring the avoided unit one year and shall be calculated as
follows:

VAC, = 1/12[KI (3-R)/(1-RY) + O
Where, for a one year deferral:

VAC, = utility's monthly value of aveoided capacity, in dollars per kliowatc
per month, for each month of year n;
K = present value of carrying charges for one dollar of investment over

L years with carrying charges computed using average annual rate base
and assumed to be paid at the middle of each vear and present valus
to the middle of the first year;
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(b)

A,
Where:

Where:

Where:

(c)

(L+ip) /(1+1)

total direct and indirect cost, in mid-year dollars peéer kilowatt
including AFUDC but excluding CWIP, of the avoided unit with an
in-service date of vyear n, including all identifiable and
quantifiable costs relating tc the construction of the avoided unit
that would have been paid had the avoided unit been constructed;
total fixed operation and maintenance expense for the year n, in
mid-year dollars per kilowatt per year, of the avoided unit;

annual escalation rate asscociated with the plant cost of the avoided
unic(s);

annual escalation rate associated with the operation and maintenance
expense of the avoided unit(s);

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

expected life of the avoided unit; and

year 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 energy and capacaity.

Calculation of early capacity payments. Monthly early capacity payments
shall be calculated as follows:
= [A, (1 + ip)™¥ + A, (1 + io)'™¥]/12 for m=1 to t

A

F

G

R

= monthly early capacity payments to be made to the qualifying
facility for each month of the contract year n, in dollars per
kilowatt per month;
= annual escalation rate associated with the plant cost of the
avoided unit;
= annual escalation note associated with the operation and
maintenance expense of the avoided unit(s);
= year for which early capacity payments to a gualifying facility
are made, starting in year one and ending in the year t;
= the term, in years, of the contract for the purchase of firm
capacity;
A= F[{1-R}/(1-R®)]
= the cumulative present value in the year that the
contractual payments will begin, of the avoided capital cost
component of capacity payments which would have been made
had capacity payments commenced with the anticipated
in-service date of the avoided unit(s);
= (l+ip)/(1+r); and
= annual discount rate, defined as the utility's incremental
after tax cost of capital; and
2, = G[{1-R) {1-R")]
= The cumulative present value in the year that the contractual
payments will begin, of the avoided fixed operation and
maintenance expense component of capacity payments which would
have been made had capacity payments commenced with the
anticipated in-service date of the avoided unit; and
= (1+io) /{l+x).

Levelized and early levelized capacity payments. Monthly levelized and

early levelized capacity payments shall be calculated as follows:

Where:

Py

F

p, = F/12{c/(1-(1+x)]} + O

= the monthly levelized capacity payment, starting on or
prior to the in-service date of the avoided unit;

= the cumulative present value, in the year that the contractual
payments will begin, of the avoided capital cost component of
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the capacity payments which would have been made had the
capacity payments not been levelized;

r = the annual discount rate, defined as the utility's incremental
after tax cost of capital; and

t = the term, in years, of the contract for the purchase of firm
capacity.

0 = the monthly fixed operation and maintenance component of the

capacity payments, calculated in accordance with paragraph
(5) {a) for levelized capacity payments or with paragraph (5) {b)
for early levelized capacity payments.

(7) Upon request by a gqualifying facility or any interested person, each
utility shall provide within 30 days its most current projections of its future
generation mix including type and timing of anticipated generation additions, and
at least a 20-year projecticn 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 information.

(8) (a) Firm energy and capacity payments made to a qualifying facility
pursuant to a separately negotiated contract shall be recoverable by a utility
through the Commission's periodic review of fuel and purchased power costs if the
contract is found to be prudent in accordance with subsection (2) of this rule.

(b) Upon acceptance of the contract by both parties, firm energy and capacity
payments made to a qualifying facility pursuant to a standard offer contract shall
be recoverable by a utility through the Commission's periodic review of fuel and
purchased power costs.

(c) Firm energy and capacity payments made pursuant to a standard offer
contract signed by the qualifying facility, for which the utility has petitioned
the Commission to reject, is recoverable through the Commission's periodic review
of fuel and purchased power costs if the Commission requires the utility to accept
the contract because it satisfies subsection (4) of this rule.

Specific Authority: 350.127, 366.04(1), 366.051, 366.05(1) & (8), F.S.
Law Implemented: 366.051, 403.503, F.S.
History: New 10/25/%0, amended 01/07/97.

25-17.0833 Planning Hearings.
Specific Authority: 366.05(8), 366.051, 350.127(2), F.s.
Law Implemented: 366.051, F.S.
History: New 10/25/90, Repealed 6/9/97.

25-17.0834 Settlement of Disputes in Contract Negotiations.

(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 utility and a qualifying facility cannot agree on
the rates, terms, and other conditions for the purchase of capacity and energy,
either party may 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, Florida Statutes, should the Commission find that the utility failed
to negotiate in good faith. )

(2) To the extent possible, the Commission will dispose of an application for
relief within 90 days of the filing of a petition by either a utility or a
gualifying facility.

(3) If the Commission finds that a utility has failed to negotiate or deal in
good faith with qualifying facilities, or has explicitly dealt in bad faith with
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qualifying facilities, it shall impose an appropriate penalty on the utility as
approved by section 350.127, Florida Statutes.

Specific Authority: 366.051, 350.127(2), F.S.

Law Implemented: 350.127(1), 366.051, F.S.

History: New 10/25/590.

25-17.0835 Wheeling.
Specific Authority: 366.05(9%), 350.127(2), F.S.
Law Implemented: 366.05(9), 366.055(3), F.S.
History: New 9/4/83, repealed 10/4/85, formerly 25-17.B35.

25-17.0836 Modification to Existing Contracts; Explanation of When Approval
is Required.

(1) Each investor-owned utility shall notify the Director of the Division of
Electric and Gas of all modifications to existing contracts for the purchase of
firm capacity and energy, the costs of which are reviewed through the Commission's
periodic review of fuel and purchased power costs, within 30 days of the
modification. At a minimum, the following information shall be submitted:

(a) A description of the modification and a statement indicating whether the
modification is a material change;

(b) A copy of the documents that evidence the modification;

(¢) A detailed statement explaining whether the existing contract would be
viable if no modification is made;

(d) A statement indicating whether the in-service date of the project will
change because of the modification; and

(e} A description of the price, performance, or other concessions that result
from the contract medification between the purchasing utility and the qualifying
facility, nonutility generator, or other utility.

(2) In order for a utility to recover its costs, Commission approval is
required for a modification that affects the overall efficiency, cost-effectiveness
or nature of the project. Such modifications include, but are not limited to,
changes to contractual terms such as location, prime mover technology type, fuel
type, performance requirements, contracted megawatt output, the timing of capacity
payments, or amount of capacity payments.

(3) Commission approval is mnot required for modifications explicitly
contemplated by the terms of the contract or routine administrative changes. Such
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modifications include, but are not limited te, an assignment expressly authorized
by the terms of the contract, typographical c¢orrections, change of address for
payments, or change of name of resident agent.

(4) In cases where approval of a contract modification is required for utility
cost recovery, a utility shall file with the Division of Records and Reporting a
petition for contract modification approval that provides the information reguired
by paragraphs (1) (a) through (1) (e) above. The petition shall also comply with the
requirements of Rule 25-22.036, Florida Administrative Code. When a petition is
filed, the petition shall serve as the notice required by subsection (1) above.

{5) The utility shall demonstrate any benefits to the general body of
ratepayers that result from contract medifications and renegotiations.

{6) The modifications and concessions of the utility and developer shall be
evaluated against both the existing contract and the current value of the
purchasing utility's avoided cost.

{7) On its own motion, the Commission may review a contract modification to
determine whether the modification requires approval.

Specific Authority: 350.127(2), 366.05(1), F.S.
Law Implemented: 366.05(7) & (8), 366.051, F.S.
History: New 01/07/97

25-17.0837 Negotiations with Other Utility and Nonutility Generating
Facilities.

(1) If an investor owned utility's planned generation unit is not subject to
Rule 25-22.082, utilities are encouraged to negotiate contracts for the purchase
of firm capacity and energy with other utility and nonutility generators for this
capacity.

{(2) 1If a utility has issued a Request for Proposal (RFP} pursuant to Rule 25-
22.082, negotiations with other utilities and nonutility generators shall be
governed by the utility's request for proposal process. Prior to or in conjunction
with issuing a RFP, the utility may specify the date and time when ongoing
negotiations shall cease.

Specific Authority: 350,127(2), 366.05(1), F.S.
Law Implemented: 366.05(8), F.S.
History: New 01/07/97.

25-17.084 The Utility's Obligatiom to Sell.

Upon compliance with Rule 25-17.087, each utility shall sell energy to
qualifying facilities at rates which are just, reasonable, and non-discriminatory.
Specific Authority: 350.127(2), F.S.

Law Implemented: 366.04(1), 366.051, 366.06(1), F.S.
History: New 5/13/81, amended 9/4/83, formerly 25-17.84.

25-17.085 Reserved.

25-17.086 Periods During Which Purchases are not Required.

Where purchases from a gqualifying facility will impair the utility's ability
to give adequate service to the rest of its customers or, due to operatiocnal
circumstances, purchases from qualifying facilities will result 1n costs greater
than those which the utility would incur if it did not make such purchases, or
otherwise place an undue burden on the utility, the utility shall be relieved of
its obligation under Rule 25-17.082 to purchase electricity from a gqualifying
facility. The utility shall notify the qualifying facility(ies) prior to the
instance giving rise to those conditions, if practicable. If prior notice is not
practicable, the utility shall notify the gqualifying facility(ies) as soon as
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practicable after the fact. In either event the utility shall notify the
Commission, and the Commission staff shall, upon request of the affected qualifying
facility(ies), investigate the utility's claim. Nothing in this section shall

operate to relieve the utility of its general obligation to purchase pursuant to
Rule 25-17.082.

Specific Authority: 350.127(2), F.S.

Law Implemented: 366.04(5), 366.051, F.S.

History: New 5/13/81, Amended 9/4/83, formerly 25-17.86.

25-17.087 Interconnection and Standards.

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

(a) 1is in its service area;

(b) requests interconnection;

(c) agrees Lo meet system standards specified in this rule;

{d) agrees to pay the cost of interconnection; and

(e) signs an interconnection agreement.

(2) Neothing 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 1in this rule to reflect the result of such an
evaluation.

(3) Where a utility refuses to interconnect with a qualifying facility or
attempts to impose unreasonable standards pursuant to subsection (2) of this rule,
the qualifying facility may petition the Commission for relief. The utility shall
have the burden of demonstrating to the Commission why interconnection with the
qualifying facility should not be required or that the standards the utility seeks
to impose on the gualifying facility pursuant to subsection (2) are reasonable.

(4) Upon a showing of credit worthiness, the gualifying facility shall have
the option of making monthly installment payments over a period no longer than 36
months toward the full cost of interconnection. However, where the qualifying
facility exercises that option the utility shall charge interest on the amount
owing. The utility shall charge such interest at the 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 operate
electric generating equipment in parallel with the utility's electric system
without the prior written consent of the utilicy. Formal application for
interconnection shall be made by the qualifying facility prior to the installaticn
of any generation related equipment. This application shall be accompanied by the
following:

{a) Physical layout drawings, including dimensions;

{b) All associated equipment specifications and characteristics including
technical parameters, ratings, basic impulse levels, electrical main one-line
diagrams, schematic diagrams, system protections, frequency, voltage, current and
interconnection distance;

(c) Functional and logic diagrams, control and meter diagrams, conductor sizes
and length, and any other relevant data which might be necessary to understand the
proposed system and to be able to make a coordinated system;

{d) Power requirements in watts and wvars;

(e) Expected radio-noise, harmonic generation and telephone interference
factor; -

(f) Synchronizing methods; and

(g) Operating/instruction manuals.

Any subseqguent change in the system must also be submitted for review and
written approval prior to actual modification. The above mentioned review,
recommendations and approval by the utility do not relieve the qualifying facility
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from complete responsibility for the adequate engineering design, construction and
coperation of the qualifying facility equipment and for any liability for injuries
to property or persons associated with any failure to perform in a proper and safe
manner for any reason.

(6) Personnel Safety. Adequate protection and safe operational procedures
must be developed and followed by the joint system. These operating procedures
must be approved by both the utility and the gualifying facility. The qualifying
facility shall be reguired to furnish, install, operate and maintain in good order
and repair, and be solely responsible for, without cost to the utility, all
facilities regquired for the safe operation of the generation system in parallel
with the utility's system.

The qualifying facility shall permit the utility's employees to enter upon its
property at any reasonable time for the purpose of inspection and/or testing the
qualifying facility's equipment, facilities, or apparatus. Such inspections shall
not relieve the qualifying facility from its obligation to maintain its equipment
1n 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 comply with the utility's switching and
tagging procedure for safe working clearances.

(a) Disconnect Switch. A manual disconnect switch, of the visible load break
type, to provide a separation point between the qualifying facility's generation
system and the utility's system, shall be required. The utility will specify the
location of the disconnect switch. The switch shall be mounted separate from the
meter socket and shall be readily accessible to the utility and be capable of being
locked in the open position with a utility padlock. The utility may reserve the
right to open the switch (i.e. isclating the qualifying facility's generation
system) without prior notice to the gqualifying facility. To the extent
practicable, however, prior notice shall be given.

any of the following conditions shall be cause for disconnection:

1. Utility system emergencies and/or maintenance requirements;

2. Hazardous conditions existing on the qualifying facility's generating or
protective equipment as determined by the utility;

3. Adverse effects of the qualifying facility's generation to the utility's
other electric consumers and/or system as determined by the utility;

4. Failure 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 regulatory authoricy
having jurisdiction over the qualifying facility's electric generating equipment
or the cperation of such equipment.

{p) Responsibility and Liability. The utility and the gqualifying facility
shall each be responsible for its own facilities. The utility and the qualifying
facility shall each be responsible for ensuring adequate safeguards for other
utilicy customers, utility and qualifying facility personnel and equipment, and for
the protection of its own generating system. The utility and the qualifying
facility shall each indemnify and save the other harmless from any and all claims,
demands, costs, or expense for loss, damage, or injury to persons or property of
the other caused by, arising out of, or resulting from:

1. Any act or omission by a party or that party's contractors, agents,
servants and employees in connection with the installation or operation of that
party's generation system or the operation thereof in connection with the other
party's system;

2. Any defect in, failure of, or fault related to a party's generation
system;
3. The negligence of a party or negligence of that party's contractors,

agents, servants Or employees; oOr
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4. Any other event or act that is the result of, or proximately caused by,
a party.

For the purposes of this paragraph, the term party shall mean either utility or
qualifying facility, as the case may be.

{c) Insurance.

The gualifying facility shall deliver tc the utility, at least fifteen days
prior toc the start of any interconnection work, a certificate of insurance
certifying the qualifying facility's coverage under a liability insurance policy
issued by a reputable insurance company authorized to do business in the State of
Florida naming the qualifying facility as named insured, and the utilaty as an
additional named insured, which policy shall contain a broad form contractual
endorsement specifically covering the liabilities atcepted under this agreement
arising out of the interconnection to the qualifying facility, or caused by
operation of any of the gualifying facility's equipment or by the qualifying
facility's failure to maintain the gualifying facility's equipment in satisfactory
and safe operating condition.

1. The policy providing such coverage for a standard offer contract shall
provide public liability insurance, including property damage, in the amount of
$1,000,000 for each occurrence.

2. The policy providing such coverage for a negotiated contract shall provide
public liability insurance, including property damage, in an amount not less than
$1, 000,000 for each occurrence. The parties may negotiate the amount of insurance
over 51,000,000.

3. The above required policy shall be endorsed with a provision requiring the
insurance company to notify the utility thirty days prior to the effective date of
cancellation or material change in the policy.

4. The qualifying facility shall pay all premiums and other charges due on
said policy and keep 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 from damage by the abnormal conditions and operations which occur on the
utility system that result in interruptions and restorations of service by the

utility's equipment and personnel. 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 attempt by the
utilicy.

The utility may reserve the right to perform such tests as it deems necessary
to ensure safe and efficient protection and operation of the qualifying facility'’'s
equipment.

(a) Loss of Source: The gqualifying facility shall provide, or the utility
will provide at the qualifying facility's expense, approved protective eguipment
necessary to immediately, completely, and automatically disconnect the qualifying
facility's generation from the utility's system in the event of a fault on the
qualifying facility's system, a fault of the utility's system, or loss of source
on the utility's system. Disconnection must be completed 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 system. )

This automatic disconnecting device may be of the manual or automatic reclose
type and shall not be capable of reclosing until after service is restored by the
utility. The type and size of the device shall be approved by the utaility
depending upon the installation. Adequate test data or technical proof that the
device meets the above criteria must be supplied by the gualifying facility to the
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utility. The utility shall approve a device that will perform the above functicns
at minimal capital and operating costs to the gualifying facility.

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

(c) Electrical Characteristics. 8Single phase generator interconnections with
the utility are permitted at power levels up to 20 KW. For power levels exceeding
20 KW, a three phase balanced interconnection will normally be required. For the
purpose of calculating connected generation, 1 horsepower equals 1 kilowatt. The
qualifying facility shall interconnect with the utility at the wvoltage of the
available distribution or the transmission line of the utility for the locality of
the interconnection, and shall utilize cne of the standard connections (single
phase, three phase, wye, delta) as approved by the utilaity.

The utility may reserve the right to require a separate transformation and/or
service for a qualifying facility's generation system, at the qualifying facility's
expernse. The qualifying facility shall bond all neutrals of the gualifying
facility's system to the utility's neutral, and shall install a separate driven
ground with a resistance value which shall be determined by the utility and bond
this ground to the gualifying facility's system neutral.

(d) Exceptions. & qualifying facility's generator having a capacity rating
that can:

1. produce power in excess of 1/2 of the minimum wutility customer
requirements of the interconnected distribution or transmission circuit; or

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

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

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

5. interconnect at voltage levels greater than distribution voltages,
will require more complex interconnection facilities as deemed necessary by the
utilicy.

(8) Quality of Service. The gualifying facility's generated electricity shall
meet the following minimum guidelines:

(a) Frequency. The governor control on the prime mover shall be capable of
maintaining the generator output frequency within limits for loads from no-lcad up
to rated output. The limits for frequency shall be 60 hertz (cycles per second),
plus or minus an instantaneous variation of less than 1%.

{b) Voltage. The regulator contrel shall be capable of maintaining the
generator output voltage within limits for loads from no-load up to rated output.
The limits for voltage shall be the nominal operating voltage level, plus or minus
5%.

{c) Harmonics. The output sine wave distortion shall be deemed acceptable
when it dees not have a higher content (root mean sguare) of harmonics than the
utility's normal harmonic content at the interconnection point.

(d) Power Factor. The qualifying facility's generation system shall be
designed, operated and controlled to provide reactive power requirements from 0.85
lagging to 0.85 leading power factor. Induction generators shall have static
capacitors that provide at least 85% of the magnetizing current requirements of the
induction generator field. (Capacitors shall not be so large as to permit
self-excitation of the qualifying facility's generator field).

{e) DC Generators. Direct current generators may be operated in parallel with
the utility's system through a synchronous inverter. The inverter must meet all
criteria in these rules.
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{(9) Metering. The actual metering equipment required, its voltage rating,
number of phases, size, current transformers, potential transformers, number of
inputs and associated memory is dependent on the type, size and location of the
electric service provided. In situations where power may flow both i1n and out of
the qualifying facility's system, power flowing into the qualifying facility's
system will be measured separately from power flowing out of the gqualifying
facility's system.

The utility will provide, at no additional cost to the qualifying facility, the
metering equipment necessary to measure capacity and energy deliveries to the
gqualifying 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, switches, and associated equipment and
devices beyond that which would be required to provide normal service to the
gqualifying facility if the qualifying facility were a non-generating customer.
These costs shall be paid by the qualifying facility to the utility for all
material and labor that is required. Prior to any work being done by the utility,
the vtility shall supply the qualifying facility with a written cost estimate of
all its reguired materials and labor and an estimate of the date by which
construction of the interconnection will be completed. This estimate shall be
provided to the gualifying facility within 60 days after the qualifying facility
supplies the utility with its final electrical plans. The utility shall also
provide project timing and feasibility information to the gualifying facility.

(11) Each utility shall submit to the Commission, a standard agreement for
interconnection by qualifying facilities as part of their standard offer contract
or contracts required by Rule 25-17.0832(3).

Specifie Authority: 366.051, 350.127(2), F.sS.
Law Implemented: 366.04(2) (c)&(5), 366.051, F.sS.
History: New 9/4/83, formerly 25-17.87, Amended 10/25/90, 5/6/93.

25-17.088 Transmission Service for Qualifying Facilities.
Specific Autheority: 350.127(2), 366.051, F.S.
Law Implemented: 366.051, 366.04(3), 366.055(3), F.sS.
History: New 10/4/85, formerly 25-17.88, Amended 2/3/87, Repealed 10/25/30.

25-17.0882 Transmission Service Not Required for Self-Service.
Specific Authority: 350.127(2), 366.05(1), F.S.
Law Implemented: 366.05(9), 366.04(3), 366.055(3), F.S.
History: New 10/4/85, formerly 25-17.882, Repealed 10/25/90.

25-17.0883 Conditions Requiring Transmission Service for Self-service.

Public utilities are required to provide transmissicn and distribution services
to enable a retail customer to transmit electrical power generated at one location
to the customer's facilities at another location when the provision of such service
and its associated charges, terms, and other conditions are not reasonably
projected to result in higher cost electric service to the utility's general body
of retail and wholesale customers or adversely affect the adequacy or reliabilicy
of electric service to all customers. The determination of whether transmission
service for self service is likely to result in higher cost electric service may
be made using cost effectiveness methodology employed by the Commission in
evaluating conservation programs of the utility, adjusted as appropriate to reflect
the qualifying facility's contribution to the utility for standby service and
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wheeling charges, other utility program costs, the fact that gqualifying facilicy
self-service performance can be precisely metered and monitored, and taking into
consideration the unigue lcad characteristics of the gualifying facility compared
to other conservation programs.

Specific Authority: 366.051, 350.127(2), F.S.

Law Implemented: 366.051, F.S.

History: New 10/25/90.

25-17.0889 Transmission Service for Qualifying Facilities.

(1) Upon request by a gqualifying facility, each electric utility in Florida shall
provide, subject to the provisiocns of subsection (3) of this rule, transmission
service to wheel as-available energy or firm energy and capacity produced by a
Qualifying Facility from the Qualifying Facility to another electric utility.

(2) The rates, terms, and conditions for transmission services as described
in subsection (1) and in Rule 25-17.0883 which are provided by an investor-owned
utility shall be those approved by the Federal Energy Regulatory Commission.

{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, reliability, or cost of
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providing electric service to the utility's general body of retail and wholesale
customers .

Specific Authority: 366.051, 350.127(2), F.S.

Law Implemented: 366.04(2) (c), 366.04(5), 366.051, 366.055(3), F.S.

History: New 10/25/%0.

25-17.089 Contractual Rights.
Specific Authority: 366.04(1), 366.05(1), F.sS.
Law Implemented: 366.82(6), F.S.
History: New 5/13/8l, Repealed 9/4/83, formerly 25-17.85.

25-17.090 Reserved.

25-17.091 Governmental Solid Waste Energy and Capacity.
(1) Definitions and Applicability:

(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 waste, as that
term is defined in section 403.703(13), Fla. Stat. (1988), and to generate
electricity. ’

(b) A facility is owned by or operated on behalf of a local government if the
power purchase agreement is between the local government and the electric utility.
(c) A solid waste facility shall include a facility which is not owned or
operated by a local government but is operated on its behalf. When the power
purchase agreement is between a non-governmental entity and an electric utility,
the facility is operated by a private entity on behalf of a local government if:
1. One or more local governments have entered intc a long-term agreement
with the private entity for the disposal of solid waste for which the
local governments are responsible and that agreement has a term at
least as long as the term of the contract for the purchase of energy

and capacity from the facility; and

2. The Commission determines there is no undue risk imposed on the
electric ratepayers of the purchasing utility, based on:

a. The local government's acceptance of responsibility for the

private entity's performance of the power purchase contract, or

b. Such other factors as the Commission deems appropriate,

including, without limitation, the issuance of bonds by the
local government to finance all, or a substantial portion, of
the costs of the facility; the reliability of the solid waste
technology; and the financial capability of the private owner
and cperator.

3. The requirements of subparagraph 2 shall be satisfied if a local
government described in subparagraph 1 enters into an agreement 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 from solid waste facilities entered into, or renegotiated as provided in
subsection {(3), after October 1, 1888. .

{2) Except as provided in subsections (3) and (4) of this rule, the provisicns
of Rules 25-17.080 - 25-17.083%, Florida Administrative Code, are applicable to
contracts for the purchase of energy and capacity from a solid waste facility.

(3) Any solid waste facility which has an existing firm energy and capacity
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contract in effect before October 1, 1988, shall have a one-time option to
renegotiate that contract to incorporate any or all of the provisions of subsection
{2) and (4) into their contract. This renegotiation shall be based on the unit
that the contract was designed to avoid but applying the meost recent
Commission-approved cost estimates of Rule 25-17.0832(5) (a), Florida Administrative
Code, for the same unit type and in-service year to determine the utility's value
of avoided capacity over the remaining term of the contract.

(4) Because section 377.709(4), Fla. Stat., reguires the local government to
refund early capacity payments should a solid waste facil:ty be abandoned, closed
down or rendered illegal, a utility may not require risk-related guarantees as

required in Rule 25-17.0832, paragraph (2)(¢), (2)(d), (3)(e)s8, and (3)(£f)1.
However, at its option, a solid waste facility may provide such risk related
guarantee.

(5) Nothing in this rule shall preclude a solid waste facility from electing
advance capacity payments authorized pursuant to section 377.709(3)(b), F.S., which
advanced capacity payments shall be in lieu of firm capacity payments otherwise
authorized pursuant to this rule and Rule 25-17.0832, F.A.C. The provisions of
subsection (4) are applicable to solid waste facilities electing advanced capacity
payments.

Specific Authority: 350.127(2), 377.709(5), F.S.
Law Implemented: 366.051, 366.055(3), 377.709, F.S.
History: New 8/8/85, formerly 25-17.931, Amended 4/26/89, 10/25/90.
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APPENDIX C

PARALLEL OPERATING PROCEDURES

1.0 Purpose

This appendix provides general operating, testing, and inspection procedufes
intended to promote the safe parallet operation of the Facility with the Company's system. All
requirements contained herein shall apply in addition to and not in lieu of the provisions of the

Agreement.

2.0 Schematic Diagram

Exhibit B-1, attached hereto and made a part hereof, is a schematic diagram showing
the major circuit components connecting the Facility and the Company's [substation] and showing
the Point of Delivery and the Point of Metering and/or Point of Ownership, if different. All switch
number designations initially left blank on Exhibit B-1 will be inserted by the Company on or

before the date on which the Facility first operates in parallel with the Company's system.

3.0 Operating Standards

3.1 The QF and the Company will independently provide for the safe operation
of their respective facilities, including periods during which the other Party's facilities are

unexpectedly energized or de-energized.

3.2 The QF shall reduce, curtail, or interrupt electrical generation or take other
appropriate action for so long as it is reasonably necessary, which in the judgment of the QF or the
Company may be necessary to operate and maintain a part of either Party's system, to address, if

applicable, an emergency on either Party's system.

33 As provided in the Agreement, the QF shall not operate the Fac‘:ility's electric

generation equipment in parallel with the Company's system without prior written consent of the



Company. Such consent shall not be given until the QF has satisfied all criteria under the

Agreement and has:

(i) submitted to and received consent from the Company of its as-built

electrical specifications;

(i1) demonstrated to the Company's satisfaction that the Facility is in

compliance with the insurance requirements of the Agreement; and

(iiiy  demonstrated to the Company's satisfaction that the Facility 1s in compliance
with all regulations, rules, orders, or decisions of any governmental or
regulatory authority having jurisdiction over the Facility's generating

equipment or the operation of such equipment.

3.4 After any approved Facility modifications are completed, the QF shall not
resume parallel operation with the Company's system until the QF has demonstrated that it is in

compliance with all the requirements of section 4.2 hereof.

3.5 The QF shall be responsible for coordination and synchronization of the
Facility's equipment with the Company's electrical system, and assumes all responsibility for
damage that may occur from improper coordination or synchronization of the generator with the

utility's system.

36  The Company shall have the right to open and lock, with a Company
padlock, manual disconnect switch numbers(s)BP1001 and 1001E and isolate the Facility's
generation systern without prior notice to the QF. To the extent practicable, however, prior notice

shall be given. Any of the following conditions shall be cause for disconnection:

1. Company system emergencies and/or maintenance repair and

construction requirements;

[\

hazardous conditions existing on the Facility's generating or

protective equipment as determined by the Company;



3.7

(W8]

n

adverse effects of the Facility's generation to the Company's other
electric consumers and/or system as determined by the Company;
failure of the QF to maintain any required insurance; or

failure of the QF to comply with any existing or future regulations,
rules, orders or decisions of any governmental or regulatory authority
having jurisdiction over the Facility's electric generating equipment

or the operation of such equipment.

The Facility's electric generation equipment shall not be operated in parallel

with the Company's system when auxiliary power is being provided from a source other than the

Facility's electric generation equipment.

3.8

Neither Party shall operate switching devices owned by the other Party,

except that the Company may open the manual disconnect switch number(s) 6891 owned by the QF

pursuant to section 3.6 hereof.

3.9

Should one Party desire to change the operating position of a switching

device owned by the other Party, the following procedures shall be followed:

®

(i)

(iii)

The Party requesting the switching change shall orally agree with an
authorized representative of the other Party regarding which switch
or switches are to be operated, the requested position of each

switching device, and when each switch is to be operated.

The Party performing the requested switching shall notify the
requesting Party when the requested switching change has been

completed.

Neither Party shall rely solely on the other party’s switching device to
provide electrical isolation necessary for personnel safety. Each

Party will perform work on its side of the Point of Ownership as if its



facilities are energized or test for voltage and install grounds prior to

beginning work.

(iv) Each Party shall be responsible for returning its facilities to approved
operating conditions, including removal of grounds, prior to the

Company authorizing the restoration of parallel operation.

(v) The Company shall install one or more red tags similar to the red tag
shown in Exhibit B-2 attached hereto and made a part hereof, on all
open switches. Only Company personnel on the Company's
switching and tagging list shall remove and/or close any switch

bearing a Company red tag under any circumstances.

3.10  Should any essential protective equipment fail or be removed from service
for maintenance or construction requirements, the Facility's electric generation equipment shall be
disconnected from the Company's system. To accomplish this disconnection, the QF shall either (i)
open the generator breaker number(s) 6892 (52G); or (ii) open the manual disconnect switch

number(s) 6891.

3.10.1 If the QF elects option (i), the breaker assembly shall be opened and
drawn out by QF personnel. As promptly as practicable, Company
personnel shall install a Company padlock and a red tag on the breaker

enclosure door.

3.10.2 If the QF elects option (ii), the switch shall be opened by QF
personnel or by Company personnel and, as promptly as practicable,

Company personnel will install a Company padlock and ared tag.

4.0 Inspection and Testing

4.1 The inspection and testing of all electrical relays governing the operation of

the generator's circuit breaker shall be performed in accordance with manufacturer's



recommendations, but in no case less than once every 12 months. This inspection and testing shall

include, but not be limited to, the following:
(1) electrical checks on all relays and verification of settings electrically;
(i1) cleaning of all contacts;

(i)  complete testing of tripping mechanisms for correct operating sequence and

proper time intervals; and

(iv)  visual inspection of the general condition of the relays.

4.2 In the event that any essential relay or protective equipment is found to be
inoperative or in need of repair, the QF shall notify the Company of the problem and cease parallel
operation of the generator until repairs or replacements have been made. The QF shall be
responsible for maintaining records of all inspections and repairs and shall make said records

available to the Company upon request.

43 The Company shall have the right to operate and test any of the Facility's
protective equipment to assure accuracy and proper operation. This testing shall not relieve the QF
of the responsibility to assure proper operation of its equipment and to perform routine maintenance

and testing.



5.0 Notification

5.1 Communications made for emergency or operational reasons may be made

to the following persons and shall thereafter be confirmed promptly in writing:

To The Company:  System Dispatcher on Duty
Title: System Dispatcher

Telephone: (727)384-7211
Telecopier: (727)384-7865

To The QF Name: Shift Supervisor on Duty

Title: Shift Supervisor

Telephone: 850 379 8275 or 850 379 8341 ext. 32
Telecopier: 850 379 8275 or 850 379 8766

5.2 Each Party shall provide as much notification as practicable to the other

Party regarding planned outages of equipment that may affect the other Party's operation.



EXHIBIT B-1

Exhibit B-1 will be unique for each Facility
and must be complete prior to parallel
operation with the Company
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EXHIBIT B-2

A switch or switch point (i.e., elbow, open jumpers, etc.) with a red tag attached is open and shall
not be closed under any circumstances. After a switch has been red tagged, that switch cannot be
closed until the red tag is removed. Red tags can only be removed when authorized by a specific

written order.

Red tag to be included on original
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EXHIBIT B

CALCULATION OF COST SAVINGS

FROM THE TIMBER CONTRACT
(redacted copy)



Included C acity

Capacity (MW)
Number
of

Months

Year

2002 7

2003 12

2004 9

Timber Energy Comparison

12.5

Timber Timber Energy Timber Total
Cost

Cost 7

Exhibit B
Avoided Avoided Total Avoided
Capacity Cost Energy Cost Costs Savings
214,375 1,816,126 2,030,501 L
373,500 3,279,963 3,653,463
285,750 2,441125 2,726,875

NPV Base (8.63%) 634,868



