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BEFORE THE FLORIDA PUBLIC SERVICE COMM I SSION 

In re: Pet ition fo r approval of cogen-) 
eration be lween Florida Power & Light ) 
Company ana Ro y ster Phosphates , Inc. ) 

DOCKET NO . 900137-EQ 
ORDER NO. 23004 
I SSUED: 5-30-90 ____________________________________ ) 

The f o llowing Conunis s ioners • par ticipated i n the 
di spos itio n o f t hi s matter: 

-MICHAEL McK. WI LSON, Chai rman 
BETTY EASLEY 

GERALD L . GUNTER 

PROPOSED AGENCY ACTION 
ORDER APPROVING COGENERATION CONTRACT 

BY THE COMMISSION : 

NOTICE is hereby g iven by the F l or ida Public Service 
Conunissi o n tha t the action discussed herein ~s preliminary in 
nature and will become f inal unless a person whose in eresls 
are adve r sely affected f i l es a petition for a formal 
proceeding, pursuant to Rule 25 - 22 . 0 29, Flocida Administrative 
Code . 

Ro y ster Phos phates , I nc. (RPI) is a cogenerat.:or whose 
pro posed f acility is located near Bradenton. Flor tda in 
Manatee County . Pursuant t o an inLetconnec o n agreement made 
o n Novembe r 13, 1989, Fl o rida Power and Ltght Company (FPL) 
will purc ha se all e nergy and c apacity in excess ot RPl' s 
in te rnal c o ns umption. FPL will ini ially purchase 28 l-1W (rorn 
RPI, altho ugh t he con trac t has an option for FPL to purchaJe 
up to 40 MW i n the f utu re . 

The contract will begin wi th the i ni tial deltve~y f 
conunit ted capacity in 1992 and e nd o n December 31 , 2007. FPL 
may terminate t he agreement if RPI fail s to d o t he follow1nq: 

a. achieve fi nancial closi ng o f t he facti i ty 
a nd place t he o rder for the turbine/generator 
within 60 d ay s of the date of ti na l 
Conunission action approving t hi s ag r eement; 
b. sta r t constructio n within 180 days o r t he 
da te o f final Commission act1o n approv1ng 
thi s agreeme n t ; or 
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c. commence delivery of energy pursuant to 
the terms of this agreement, o n or before 
June 1, 1992. 

Should any of the events listed above happen, RPI •.-~ould 
reimburse FPL for all costs, includi11g interest at the rate o f 
12% per year , which FPL has reasonably i ncu rred follow i ng th..? 
e xecution of this agreement in preparing to,receive energy and 
capacity . 

Below is a summary of the teems and conditions of the 
negotiated contract which vary from those of the standard 
offer contract : 

a. The combined capacity and energy payment 
made to RPI during the first two years o f 
the negotiated contract is larger than the 
year - by-year value of deferring the 
statewide avoided unit. The negoliated 
contract appears to be "front-end loaded" 
because the capacity and energy paymen ts 
made by FPL to RPI are based o n the costs 
normal ly associated with coa l unit s foz 
those years . The present value of he 
capacity payments during the life o f the 
negotiated contract is higher than ht: 
present value of the capac i y pa ymPnl s in 
the statew~de avoided unit, a combined cycle 
uni t . However, the lower en~rgy payn.enl s 
during the life of the negotiated conlract 
are designed to offset the increased 
capacity payments, i nsuring that the present 
value of the tota l payments t o RPI is not 
greater than the total statewide unit 
avo ided cost payments . 
b. If RPI termina tes or defaults on this 
contract, RPI will owe FPL a termination 
fee . This fee is the sum of all capacity 
and energy payments paid to RPI i n excess of 
those payments provided for in the standard 
offer contract plus interest of 12\ 
annually . If calculatio n o f the terminatio n 
fee y i e 1 d s a n a mo u n t 1 e s s t han z e r o , the 
value of the termination fee wi 11 be zero . 
The termination fee is secured by an 
irrevocable letter of credit which will be 
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renewed annually unless the issui ng bank 
notifies FPL and RPI of its i ntent to 
terminate. 
c . If the delivery of capacity a nd ene rgy 
beg ins prio r to January l , 199 2, RPI •..t i 11 
r eceive an e nergy payment ·egual to 90% of 
FPL's as-available a voided energy cost . On 
and after the starting date of ths. con tract 
(January 1, 1992 }, RP I will receive an 
energy payment equa l to 90% of the lesser of 
an hour-by-hour compa r ison o f (1) ~='PL ' s 

as-available avoided e ne rgy cost and (2) t he 
unit e nergy cost ba sed o n the average 
monthly cost of coal burned at t he St. Jo hns 
Rive r Powe r Park . The standard o ffer 
c o n tract calls for a qua lifying facllity to 
receive the full amo unt of l he appropriate 
energy cost . 
d. The negotiated contract al l ows RP to 
recei ve a mon t hly capacity payment which LS 

based o n the value o f the annual capac1t y 
fac to r during that month. The capacity 
payment made to RPI wi 11 i ncrease o r 
decrease two percentage poi n ts f o r each 
corresponding percentage point i ncrease o r 
decrease i n t he capaci t y factor f r om 70% . 
The ma ximum _apacity payment will be rnade 
based upo n a n a nnua l capacity fac co r o f 8S\ 
and no capacity payment wi 11 be made fo r a 
mo n t h i n w h i c h the a nn u a 1 capac i t y f a c o r 
falls below 55% . The standard o ffer 
cont ract calls for a capacity pays.1ent to c e 
based on 3 70% capacity facco r, wi t h no 
pa yme nt to be made i n any mo n th t ha t the 
a nnual capacity factor fall s below 70%. rn 
addition, the sta ndard o ffer does not have a 
provision for added ca pacity paymenl for 
perfo rmance above a 70% capaci t y factor. 
e . The contract also provides that 1f t he 
on-pea k annual c apac i t y fac to r s hould fall 
five percentage poi n ts o r more below the 
a nnual c apacity f actor , the capacily factor 
as defined i n t hi s contract would be the 
avera ge o f the a nnu al capacity factor and 
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the on-peak a nnu al capacit y facto r. The 
standard offer contract d oes not have a 
provis i o n for an o n-peak capac1ty factot. 

Section 25-17 . 083, Florida Admi ni slrative Cod e , requi res 
electric util ities to purchase el ctricity from qualifying 
facilities (QF) at rates ag r eed upo n by the electric u i lity 
a nd t he QF or at rates specified in tbe s tand ard offe r 
contract . 

Sect i o n 25 - 17.083(2), Florida Adm .. nistra tive Code, sa es 
t ha t a negotiated contracl f or t he purchase o f firm capactty 
and e ne rgy f r om a QF will be constdered prudent for cos 
recovery purposes if the foll owing criter1a a r c mel : 

a. It is s hown t h at t he u t1lity ' s pu rchases 
unde r the conlract ca n reasonably be 
expected t o result in t he economic deferral 
or avoida nce of the con~truction of 
additio nal generating capacity by Florida's 
utiliti~s ; 
b. The present worth of t he utility's 
payments for firm capacity and energy )vet 
the life of lhe negotiated co nlrac 1s n::>t< 
greater t han the present worth o f t h • 
year-by-year value of defer Lal o t •.he 
statewide a vo1ded unit; and 
c . To the extent that annud 1 firm capacity 
a nd energy payments b y he ulilily in any 
year e xceed the annual value of Jeferting 
the sta tewide avo ided unit in that year, ..s 

secur ity bond o r ot her assutance t the F's 
per fo rmance is given to p t oLect t h ~ 

ut ility' s rate pa y e t s . 

FPL states that all hree crite r ia li sted above a r e rne .. . 
From a stalewide perspecti ve , t h is negotia ed contract can 
reasonably be expected to result in t he econom1c dele r ral o r 
avo idance of t he construction o f add itional ca ractty by 
Florida ' s utili t ies a nd contribute to the 305 HW s ubscnptl on 
l imit of the c urrent statewide avotded untr. Fu r her, the 
presen value o f the payme n ts to RPI under thts co nttact wtll 
be no greater t han t he p resent •.North of the val ue o f the 
year-by-year deferral of t he c urrent statewide J'/Otded u n1 t 
o ver the term o f t he cont rae . FPL · s a na lyses s how that the 
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present worth of its payments to RPI is less than t he 
year-by -year va l ue of deferring the statewide ~vo1dPd uni by 
$9 , 405 , 949 and less than the value of deferring FPL's own 
avo i ded unit, a 385 MW combined cy-:le un1t •..ti h an in- servtce 
date of 1992 , by $9,408,755 . Finally, FPL has requtred an 
irrevocable letter of credit to prot ct its ratepdyers in case 
o f the default o r termi nation of the conttact by RPI. This 
letter of credit also serves to secute the ,"f ront -end loc1ded " 
pa yments made to RPI . 

Based on the a bove, we find that all he crt ~ria o f 
WC 1pptJVC thlS Sec t ion 25-17.083 ( 2 ) have b een me and 

contract for cost recovery purposes. 

By 
t his 

Order 
30 t h 

of the Florida 
MAY 

Public Service 
___ 1990 

Commission, 
day of 

STEVE TRIBBLE , Director 
Division o f Records and Repot Llnq 

( S E A L ) 
(7057L)HAP : bmi 

by·;._...._/~---f11.-...~-- -41--­

Chief!'Bureau of Records. 

NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL Rf.IJHvJ -- -
The Florida Public Service Commiss t o n LS tequired by 

Section 120 . 59 ( 4) , Flo rida Statutes, to no t.1 t y pa t tes •H ny 
admi n istrati v e heari n g 01 judicial review o t Commiss i o n o r de rs 
that is ava i lable under Sections 120 . 57 Qr l 20.b8, Fl o r da 
Statu tes , as well as t he procedures and i me lirntts hdt 
appl y . T h is notice s ho uld not be cons tued t ~ ncan all 
request s for a n admin1strat1ve hearing or Judicial rP.vl~w will 
be granted or result in the relief sought. 

The act ion proposed here i n is 
will no t become effective or fi nal, 
25-22 . 029, F l o r ida Administrattve 
substantial i n terests are affected 

preliminary in natuu~ and 
except as prov1ded by Rule 
Code. Any person whose 

by the act ion p c o posed by 
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th is o r der may file a petition for a t orrnal proceeding, as 
provided by Rule 25-22 . 029(4), Florida Adrnni s ra 1ve Code, 1n 
t he f o r m provided by Rule 25-22 . 036(7)(.J) and (f), Florida 
.Xdministrative Code . Thi s petition must be recc1vPd by he 
Di rector, Division of Reco rds and Reporttnq at hi:; oL ice at 
101 East Gaines Street, Tallahassee, Fl o rida 37399-0870 , by 
t he close of bu s iness on June 20 , 1990 

In the absence of s u c h a peti l1 o n, lhts o rde1 shall become 
effective o n t he day s ubseque n t to t he above da c as prov1ded 
by Rule 25 - 22 . 029(6) , F l orida Admi n1 stral1ve c'ode, 1nd as 
reflected in a s ubsequent order. 

Any objection o r protest filed in this dockc bel'ore he 
issua nce date of t hi s o rder i s considered aband l ncd unless .t 

satisfies the fo r egoi ng condi t i o ns a nd 1s rene·.-J~u w1th1n he 
specified protest per iod . 

If this o rder becomes fi nal and tlfeclive o n the date 
described above, any pa r t y adve r sely ~ffected ~dY request 
judic ial review b y the Flor i da Supreme Cour in the case ot a n 
elect ri c , gas o r telepho ne uti li t y o r b y the first Dis riel 
Cour t o f Appeal i n the case of a water o r se~u~r ut 111 ty by 
fil ing a notice of appeal wtth he Duecto t , ht ;ion o t 
Record s and Reporti ng and filing a copy t lh~ ntt.ce or 
appeal and t he fili nc1 fee tvith UP appt.:>lHl.JLt· ·ou t "'hts 
filing must be comple t ed withi n thirty (30) da y s Jf he 
ef fective date of t hi s .nder, pursuant o Rule n . • 10, Flortdd 
Rules ot Appellate Procedure. The notice ')t appe.d must l>e 1n 
t he form specified i n Rul e 9.900(a), Fl rJda Rules of 
Appellate Pr ocedure . 
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