
TO : 

FIQI: 

RE : 

AGENDA: 

FLORIDA PUBLIC SERVICE COMMISSION 

Fletcher Buil~ing 
101 East Gaines Street 

Tallahass ... Florida 32399-0850 

MEJIORAIIMJM 

July 19, 1990 

DIRECTOR OF RECORDS & REPORTING Tb 
DIVISION OF ELECTRIC & GAS (Trombino, Ballinger},ff( 
DIVISION OF LEGAL SERVICES (Paleck1) 'f1tf 

DOCKET NO. 900004-EU, PETITION OF FLORIDA POWER CO'RPORATION FOR 
APPROVAL OF RATE SCHEDULES COG-1 AND COG-2 

JULY 31, 1990 - CONTROVERSIAl - PARTIES MAY PARTICIPATE 

CRITIC.ll DATES: AUGUST 6, 1990 - 60 DAYS EXPIRE 

CASE BACKGROUND 

On June 6, 1990, Florida Power Corporation (FPC) filed its petition 
for approval of rate schedules COG-I and COG-2 pursuant to the Commission vote 
in Docket No. 900004-EU, Hearings on load forecasts, Generation Expansion Plans , 
and Cogeneration Prices for Peninsular Florida's Electric Utilities . 

Per the Ca..ission's administrative procedures, On June 13, 1990, 
Staff approved the FPC's rates for COG-1 and COG-2, except for those portions 
relating to trans•tssion capacity costs which were not part of the Commission's 
vote on May 25, 1990. 

On June 20, 1990, Staff advised FPC by letter that Seventh Revised 
Sheet No. 9.104, pertaining to transmission capacity costs, was erroneously 
approved. On July 6, 1990, the company's response to Staff's letter indicated 
that FPC WO&.fld not accept approval of the COG-1 and COG-2 rate schedules 
excluding provision for transmission capacity costs. FPC stated that it wished 
a Ca.hston ruling on its entire petition including transmission capacity costs, 
returning the approved portions of COG-1 and COG-2 to Staff (See attached 
letter). 

Seventh Revised Sheet No. 9.104 and Sixth Revised Sheet No. 9206 must 
be $Uspended, dented, or approved by the Commission or the tariff sheets become 
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Docket No. 900004-EU 
July 11, 1910 
COGFPC.m 

effective 60 days after the filing of the petition by FPC . 

DISCUSSION 

ll.SUL.ll Should the Coaai ss ion approve Florida Power Corporation's (FPC) 
pet1t1on for approval of tariff provisions relating to transmission capacity 
costs under its Standard Offer Contract Rate for Purchase of As-Available Energy 
fro. Cogeneration and S..ll Power Production Facilities (COG-1) and Standard 
Offer Contract for Purchase of Firm Capacity and Energy from Cog·eneration and 
S..ll Power Production Facilities (COG-2)? 

RECQMMENQATIQN; Staff recommends the Commission deny FPC 's petition as regards 
approval of the tariff language associated with transmission capacity costs found 
on Seventh Revised Sheet No. 9.104 and Sixth Revised Sheet No . 9.206 because 
issues regarding tran~tss1on capacity costs were not decided by the Commission 
on May 25, 1190 in Docket No. 900004-EU. All other aspects of rate schedules 
COG-1 and COG-2 should be approved. 

STAFF ANALYSIS; FPC filed tts proposed Standard Offer Contract Rate for Purchase 
of As-Aviilable Energy fro. Qualifying Cogeneration & Small Power Production 
Factlittes (COG-I) and Standard Offer Contract Rate for Purchase of Firm Capacity 
and Energy fro. Qualifying Cogeneration & Small Power Production Facilities (COG-
2) on June 6, 1190. These rate schedules were filed in accordance with the Hay 
25, 1190 to..tsston vote designating a 500 HW coal unit as the statewide avoided 
unit. 

As part of FPC's request for approval of the COG-1 and COG-2 rate 
schedules, FPC included tariff language requiring transmission capacity costs, 
be subject to QFs selling power under rate schedules COG-I and COG-2. 
Specifically, the costs subject to the proposed COG-1 and COG-2 rate schedules 
include all costs associat ed with any i•pairment or reduction of, or other 
adverse effect on, the electric power transfer capability between FPC's northern 
territory and FPC's load centers in central/southern Florida , resulting from and 
or attributable to thP interconnection of the Qualifying Facility with FPC' s 
electrical syst .. (See Attached Tariff Sheets). 

Staff reca..ends the proposed tariff MOdifications to COG-1 , Seventh 
Revised Sheet No. 1.104 and COG-2, Sixth Revised Sheet No. 9206 be denied because 
the proposed tariff language does not conport with the Commission' s Hay 25, 1990 
vote. Further, FPC's proposed tariff language pert a 1 n i ng to transmi ss 1 on 
capacity costs should be dented because it is not part of the Commission's 
generic policy regarding standard offer contracts, statewide cogeneration 
prtctng, exfanston planing, and load forecasting. Staff recommends FPC file 
revised tar ffs tn conformance with the Commission ' s Hay 25, 1990 decision. 
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BEFORE THE 
FLORIDA PUBLIC SERVICE COMMISSION 

In re-: Hearinqa On Load Forecasts, 
Generation Bxpanaion Plana, And 
And COCJenaration Price• For 
Peninaular Florida'• Electric 
Utili~iea 

) Docket No. 900004-EU 
) 
) Filed: June 6, 1990 
) 
) 

FLORIDA POWER CORPORATION 
PETITION FOR APPROVAL 

OF RATE SCHEDULES 
COG-1 AND COG-2 

Punuant to the oral order of the co-iss ion at the May 2 5, 

1990 aqenda conference in thia docket, Florida Power Corporation 

(Florida POWer) hereby aubaita ita reviaed Rate Schedule coo-1, 

S~&i-4 Rate For As-Available Energy From Qualifying Cogeneration 
.. . ·~ 

. ., ;~ ' 

' S.ll .. POwer Production Facilities (Qualifying Facilities), and 

Rate Schedule OOG-2 Standard Offer Contract Rate For Purchase Of 

l'ira capacity And. Energy From Qualifying Cogeneration ' Small Power 

Production Pacilitiea (Qualifying Facilities) . In support of this 

Petitioll, Florida Power aubaits the following: 

1. Florida Pove.r haa revi•ed COG-1 to and COG-2 to update 

ita delivery voltage adjustment factors. 

2. .Florida Power has revised COG-2 to reflect the new rates 

aaaociated w.ith the 1996 avoided coal unit chosen by t he Commission 

on May ~5, 1990. 

3. Other than the changes described in paragraphs 1 and 2 

above, Florida PoWer has made one further change to both COG-l and 

OOG-2. ~i• cban9e, already approved by the Commission when it 

paaaed on Florida Power' • standard 
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Bnergy -..o\lft:ea, Inc. (Timber), reflects the fact that qualifying 

tacilitiaa (QPr locating in northern Florida are subject to bearing 
'· 

the co~a, it any, associated with impairment or reduction of, or 

other adverae effect upon, the electric power transfer capability 

between Florida Power's northern Florida territory and the 

Cqapany•a ,load centera in central anct southern Florida, as such 

coat• are ultiaately determined by the Comaisaion. 

• : The PUblic Utility Regulatory Policies Act (PURPA) 

require• that the rates for purchase from QFs shall not be 

diacr!Jiinatoey. 16 o.s.c. t 824a-3(b)(2); .ll.U Al.IQ 18 c.r.R. 

I 292.30•C•).(l)(ii). Florida law provides that electric utilities 

aball Pur¢haae from QFa in accordance with applicable law, which 

Fla. Stat. I 366.051 

· In accordance with PORPA and Florida law, from the time 

that rioricla · .. PoWer identified the tact that QFs locating in 

northe~ ,P~orlda vera adveraely impacting Florida Power's transfer 

capability, Florida Power has dealt with all such QFs in a 
' ' , 

nondi.orillinatory way. That is, QFs have been advised that Florida 

PoWer fnttlnda to '·be aade whole for such costs. The first QF to be 

ao aclvi..CS waa CFR Bio-Gen corporation (CPR) • CFR refused to 

execut:• a contract aendment concerning this •attar, and the issue 

ot the tapairaent ot trans•iasion capability is currently being 

litivated in c~iaaion .Docket Nos. 900382-BQ and 900383-EQ. 

6. Tll• iaaue ot transmission impairment arose again in 

Florida PQWer•a dealings with Timber. Treating Timber in a manner 

way in which CFR was treated, Florida Power 

- 2 -
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.. 
~equired, and 'l'iaber aqree, t hat Timber enter into an amendment 

' 
Whtch reCQ9ni&ea that whether, a.nd in what amount, the costa 

•••ociated with transaiaaion iapairaent shall be the reaponsibility 

of Tt-Mr, ultiaately will be cletemined by the co .. ission in 

Docket No. 890779-BO or anothar proceedinq. A copy of the 

aJI8Ddllent ia attached to this Petition. Iaportantly, the lanquaqe 

of the aaendaent ia neutral--it does not decide the impairment 

' i••u• in favor of Florida Power or a QF. It properly leaves the 
.... 

ultilla~ det eraination up to the commission in Docket No. 890779-

BU or another proceeding. 

7. The Ccmaiaaion expressly approved this AJiendJie.nt in Order 

No. 21858, ()rder Approyinq Standard Offer Contract, Docket No. 

8'91005-BQ (Septaber 8, 1989). In that order the co .. ission found 

lanCJJ.~&va:. of the .. endl\ent to be: . . ' 

••• prudent for both parties baaed on FPC's 
identified transmission constraints in 
Mortbveat Florida which are set forth in 
Docket No. 890779-EO. 

8. In Order No. 22341 (December 26, 1989) in this docket, 

in order to avoid delay in the filinq and approval of new tariffs, 

tbe Cmmia•ion directed utilities to aake only those chanqes 

neceaa~~ · to i~l .. ent the Commission's decisions in this docket. 

Ploridi PoWer's prop.oaal to add the Timber amendment lanquaqe to 

ita tariffs ia not inconsistent with this directive, for the 

follovinq reaaona: 
'·· 

a. The purpoae of the Commission's rulinq was to avoid the 

delay acaociated with an examination of ~ standard offer 

The lanquaqe proposed by Florida Power, however 

- 3 -
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1• nat nev, •• it vas alreacly exuine4 by the couisaion and 

fOQftd to be prudent. There can be no delay associated with 

~e fac~ that Florida Power ia ai•ply ask inq the Commission 

_tO approve the saae provision it already approved in another 

docket. 

b. With this Petition, Florida Power is not propos inq a new 

standard offer contract. When the co-ission approved the 

aaendJaent to the TiJaber standard offer contract, Florida Power 

vas thereafter bound, in order to avoid discrimination, to 

offer a siailar aaendllent to all future QFa. Thus , upon 

CO..is•ion approval of the Tillber aaendllent, the amendment 

necessarily beoue a peraanent fixture of Florida Power • s 

stnnctard offer contract. 

c.. To do other than approve Florida Power's proposed rates 

containing the Timber uaendment lanquaqe would cause the 

co-ission to violate PORPA and Florida law by directinq 

Florida Power to treat QFs in a discriainatory fashion. While 

serving the purposes of adlliniatrative convenience by avoidinq 

delay in the filing and approval of new standard offer 

contracts ia iaporta.nt, surely the Deceaber 26th order in this 

doCket cannot be construed as requirinq discriminatory 

treataent of Ql"s. 

t. To disallow the Timber amendment lanquaqe in Florida 

·Power•s· tariffs would not only discriminate aqainst Timber and CFR 

in, favor of .new QFs, it would be confiscatory. If the Commission 

were to require Florida Power to adhere to ita old standard offer 

CQntracts, without provision for the recovery of transmission 

- 4 -
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lllpaimtmt coats and before the C011:air aion had ruled on this issue 

in Docket No. 890779-EU or elsewhere, the Colllllisaion would be 

conti•catinCJ Florida Power property without due process. 

rurthamore, auob action on the part of the Commission would 

conatitute an unlawful iapai111ent of Florida Power's riqht to 

contract. 

~0. Finally 1 there has been auob discussion of the fact that 

utilities will bave an opportunity to file new standard offers 

attar . the 9o-iaaion has issued ita new coqeneration rules. 

Florida POwer cannot wait any lonqer for these rules. They have 

been under conaideration for over nine months, and may not become 

tinal. tor- aany aore aonths. In the aeantiae1 prior to the 

resolution ot the tranaaiaaion iapairaent issue, Florida Power 

oannot) :HI OOJipelled to offer confiscatory 1 illpaired standard offer 

contracts vbicb contain no provision for recovery of transmission 

coats. 

1t'JIBRBPI':)RB, tor all of the reaaona stated above, Florida Power 

reapecttully requeata approval of ita COG-1 and coo-2 rate 

sChedules. 

- 5 -
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AnACIIEIIT 1 
10 IITERCCIIIECTICII AGREDDT 

IE11IEEJI FLORIDA POIIER CORPORATICit (THE CCJI»MY) 
_, TI*It EJIERSY RESOUACES, IIC. (QF) 

The interconnection costs subject to this Agree.ent include those costs 

cleltneatecl tn the body of the Interconnection Agreeeent and the costs 

associated with any i~Pair.ent or reduction of, or other adverse effect on, 

the electric power transfer capability between The Company's northern 

florida territory and The COfiPany's load centers in central and southern 

Florida, resulting frCMI or attributabl e to the interconnection of QF ' s 

z Facility wtth The C011pany's electrical syst em (hereinafter referred to as 

cTransatssion Capacity Costs•), to the extent that such costs are recognized 

by the Florida .,.bl.ic Service Coaaisston (the Co.hsion} or any other 

r.,ulatorl agency with jurisdiction over such costs, and made the 

responstbtl tty of ·QF via a.n order applicable to QF. 

The COIIPin.Y. and QF. recognize that the C01111tssion will consider issues 

concerning the deteratnatton of, and the responsibility for, Transmission 

Capacity Costs, tf any, as well as related issues, in Docket No. 890779-E'U, 

Investigation Into Adequacy of Trans•tssion Capacity 1n North 

Accordingly, The Company and QF agree that whether, and in what 

1110unt, Tran$11isston Clpacity Costs shall be the responsibility of QF, shall 

be detenatned in accordance with the deter.tnation as to applicability and 

.. thod and procedures prescribed by final order of the Commission in Docket 

No. 890771-EU, or by final order of any other regulatory agency with 

jurisdiction over such costs. 

1 
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Prov·lded however, that nothing 1n this Agreement shall prevent QF from 

any· postt.ton tn Docket No. 890779·EU, or tn any other Conn1sston 

doct.t conce:rntng Trans•hston Capacity Costs, or tn any proceedilng 

conducted by any other regulatory agency with jurisdiction over such costs, 

that such costs should not be the respmnsibility of QF. Moreover, nothing 

tn thts Agret~~tnt shall prevent The C0111pany fr011 taking any position tn 

Dock•t No. 890779·EU, or 1n any other Commission docket concerning 

!rans•hston Cap&c1ty Costs, or 1n any proceeding conducted by any other 

regulatory agency with jurisdiction over such costs, that such costs should 

be the responstbtl tty of QF. 

Provided further, that tf QF concludes that the amount of its 

Trans.tsston Capacity Costs responsibility ultimately determined will render 

the construct ton of the Fac11 tty uneconomic or not in QF' s best economic 

interests, QF shall have the right to terminate this Agreement and the 

~ontiiii)Oraneous Standard Offer Contract between The Company and QF witth 

respect to QF's Facility as follows. The QF may elect, at its single 

optton, to tenntnate by notifying The C011pany in writing either (1) within 

90 days of the above·referenced ftnal Commission order, no longer subject to 

apptal, or (2) wtthtn 60 days of the final order, no longer subject to 

appeal., of any other regulatory agency with jurisdiction over such costs. 

Upon such .election, neither The Company nor QF shall have any further right 

or ob11gatton under this Agreement and the Standard Offer Contract. 

2 

... 
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Florida 
Power 
COAPOR•" I O N 

James P. Fama 
CORPORAl£ COUNSEL 

Mr. Frank V. Trombino 
Regulatory Analyst 

July 6, I990 

Bureau of Electric Rates 
Public Service Commission 
Fletcher Building 
101 East Gaines Street 
Tallahassee, Florida 32399-0868 

Re: Approval of Rate Schedules COG-I and COG-2 
Docket No. 900004-EU 

Dear 'fr. Trollbino: 

This is in response to your letter of June 20, 1990 to Mr. T. W. Raines, 
Jr. While Florida Power Corporation appreciates your willingness to approve as 
•any of our COG-1 and COG-2 tariff sheets as possible, we are unable to accept 
partial approvals which exclude provisions for transmissi on costs. Florida 
Power's June 5, 1990 Petition For Approval Of Rate Schedules COG-I and COG-2 
(copy enclosed) discusses the reasons why the transmission cost language must 
be included in our standard offer tariffs . 

Florida Power understands the 11•1 ts of your authority with respect to thi s 
.. tter, and that is why the transMittal of our tariff sheets included a Petition 
For Approval. Florida Power will await Commission ruling on our Petition. In 
the .. antiM&, I am returning to you all stamped approved COG-1 and COG-2 tariff 
sheets. 

Thank you for your assistance with this •atter. Please do not hesi tate 
to call • at (813) 866-5786 if you need any further clarification of our 
position. 

JPF:lcc 
Enclosures 
cc: Robert Trapp 
w/o enclosure 

Sincerely, 

A~P~- -c-
Uames P. Fuaa 

Corporate Counsel 

GENERAL OFFICE: 3201 Thirty-fourth Street South • Post Office Box 14042 • St. Petersburg. Florida 33733 • (813) 866-5786 
A Florida Progn~ss CoinpMly 
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State of F1orida 

Mr • . T. ~. Rafnes, Jr. 
Director, Rate Deparu.ent 
Florfda Power Corporation 
3201 Thf rty-fourth Street South 
Post Office Box 14042 
St. Petersburg, Florida 33733 

Dear Mr. Rafnes: 

June 20, 1990 

JOSEPH D. JENKINS 
Diredor 
DM8ion ol Electric and Gas 
(904) 488-8501 

We are wrftfng to you to fnfonm you that the Seventh Revised Sheet No. 
9.104 of rate schedule COG-1, approved on June 13, 1990, was approved 
adllfnf$tratfvely, inadvertently by the C011111f ssion Staff. Tarf ff Sheet No. 
9.206, S1xth Revtsed Sheet of your Jun~ 6, 1990 petftfon and tarfff fil;ng, 
was 1ntentfonally not returned stamped approved because ft contained simflar 
tarfff language pertafnfng to transmission capacity costs as found fn 
Seventh Revf sed Sheet No. 9. 1 04. 

Issues pertaining to these costs were not addressed by the COfTillission 
vote on May 25, 1990 f n Docket tio. 900004-EU and cou 1 d not be approved 
a<bfn'fstratfvely. All other aspects of the COG-1 and COG-2 rate schedules 
were in conforwance wfth the May 25, 1990 C01111fssfon vote and were returned 
approved under Authority No. E-90-27. 

FVT/bc 

cc: Joseph Jenkins 
Robert L. Trapp 

Sincerely, 

~~v.?~ 
Frank V. Trombi no 
Regulatory Analyst 
Bureau of Elect ric Rates 

Fl.E'1CHER BUILOfNG • 101 EAST GAINES STREET • TAllAHASSEE, FL 32399-0868 

M Atflnnatlw AclloniEqu.J ~unity ~ 
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