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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Petition of Florida Power
Corporation for approval of an
amendment to its cogeneration
contract with the Bay County
Resource Recovery Facility.

Docket No.

Submitted for filing:
October 16, 2001

PETITION

Florida Power Corporation (Florida Power, or the Company), pursuant to Rule
25-17.0836, F.A.C., hereby petitions the Florida Public Service Commission (the
Commission) for approval of the letter agreement between Florida Power and Bay
County (the County) contained in the attached Exhibit A, which amends an existing
cogeneration contract for the purchase of capacity and energy by Florida Power from
the County’s Resource Recovery Facility (the Facility), subject to Commission
approval. The amendment would terminate the existing contract at the end of 2006,
or 15 years earlier than the contract’s current termination date, which will
substantially reduce Florida Power’s capacity payments to the County and result in
expected net present value savings to the Company and its customers of
approximately $4.4 million. In support of this petition, Florida Power states as

follows:

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

General Offices are located at One Progress Plaza, St. Petersburg, Florida, 33701.
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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, FI, 33733
Facsimile: (727) 820-5519

For express deliveries by private courier, the address is:

One Progress Plaza
Suite 1500
St. Petersburg, FL 33701

Background

3. Florida Power currently purchases capacity and energy from the County’s
Facility under a negotiated cogeneration contract dated April 29, 1988 (the Current
Agreement), with a Committed Capacity of 11 megawatts and a term that expires at
the end of 2022. The Current Agreement, which was approved for cost recovery by
the Commission in Order No. 16509, issued June 17, 1988 in Docket No. 880346-

EQ, is attached as Exhibit B.

4. The County began commercial operation of the Facility in June 1988,
and, pursuant to the terms of the Current Agreement, elected to receive early
capacity payments at a reduced level to reflect the fact that payments began seven
years before the 1995 in-service date of the contractual avoided unit. Under this
early payment option, capacity payments received by the County during this seven-
year period were accumulated, with interest, in a Capacity Account as a contingent

lability of the County to ensure performance during the contract’s latter years.
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Beginning in 1995, the difference between the County’s reduced early capacity
payments and full capacity payments have been credited against the balance in the
Capacity Account. However, this difference between full and reduced capacity
payments has not been sufficient to offset even the interest charges on the large
Account balance that had accumulated over the seven years prior to 1995, much less

reduce the balance itself.

5. As a result, the balance of the Capacity Account has grown at an ever
increasing rate and will continue to do so until 2013. At that time, capacity
payments will cease for the remainder of the Current Agreement’s term and the
Capacity Account will begin being credited in the amount of full capacity payments
(i.e., the difference between the County’s then-current capacity payments -- zero --
and full capacity payments). This increase in the credit to the Capacity Account will
enable the write-down of the Account’s balance to be completed coincident with the

termination of the Current Agreement.

6.  While this will resolve the concern over the increasingly large balance in
the Capacity Account, waiting until the back end of the Current Agreement to do so
creates timing problems for both Florida Power and the County. The cessation of
capacity payments as a means to write down the Capacity Account delays one the
Agreement’s most significant benefits to Florida Power and its customers until the
last ten years of a 33-year contract and substantially minimizes the present value of
this benefit compared to any other ten-year period within the contract’s term.

Moreover, in order to actually receive this back-end benefit, Florida Power will be
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dependent on the financial ability of the County and its more than 25-year old
Facility to fully perform under the Current Agreement, despite the loss of the
significant economic incentive previously provided by capacity payments. The
County’s problem is the other side of the same coin. It will be faced with the need
to meet contractual performance requirement under potentially uneconomic
operating conditions and major capital and maintenance expenditures on an aging
plant in order to eliminate a contingent liability of serious magnitude to a

governmental body the size of the County.

7.  Inresponse to these and related concerns, the County and Florida Power
have negotiated an amendment to the Current Agreement which is set forth in the
letter agreement attached to this petition as Exhibit A (the Amendment, or the

Amended Agreement).

The Amendment
8. The Amendment negotiated by the County and Florida Power contains

the following key provisions:

* The Amended Agreement will terminate on December 31, 2006.

* The balance of the Capacity Account will be eliminated immediately.

e Florida Power will the pay consulting fees incurred by the County for the
valuation and implementation of the Amendment in an amount not to exceed
$610,000.

* The County will have the option to reduce the Committed Capacity of the

Facility by 1 MW beginning in 2005.
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9. The cost/benefit analysis attached as Exhibit C shows that the
Amendment will provide Florida Power and its customers over $4 million in
projected net present value (NPV) savings. These savings are the net result of
reduced costs during the years 2007 through 2012 due to the avoidance of high-cost
capacity payments under the Current Agreement compared to replacement power
costs, less the increased costs of replacement power during the years 2013 through
2022 compared to energy-only payments under the Current Agreement after capacity
payments cease.! In addition, the Amendment will provide even greater NPV
savings if the County exercises its option to reduce the Facility’s Committed

Capacity beginning in 2005.

10. Inessence, the Amendment reverses the timing of the costs and savings
that Florida Power and its customers would experience under the Current Agreement.
The savings that would have been received beginning in 2013 after capacity
payments ceased under the Current Agreement will now begin in 2006 under the
Amended Agreement. Conversely, the high costs that would have been incurred
from 2007 through 2012 under the Current Agreement will now be shifted back to
2013 through 2022 by the Amendment. While Exhibit C shows the results of a
detailed economic analysis of this reversal in the timing of costs and benefits,

basically, it does no more than simply quantify a conclusion about the Amendment

1" The projection of NPV savings includes consideration of the potential $610,000 payment to

the County for its consulting fees. The prgjection does not take into consideration the elimination of
the Capacity Account balance, since the Account serves only asa performance assurance mechanism
for the Current Agreement’s latter years after capacity payments ceased and is notintended to provided
Florida Power with an additional source of revenues.
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that would intuitively obvious in any event; it is better to receive savings early and

costs late than vis versa.

WHEREFORE, Florida Power Corporation respectfully requests that the
Commission grant this petition and approve the modification of the Current
Agreement, as set forth in the Amendment contained in Exhibit A, for cost recovery

purposes.

Respectfully submitted,

FLORIDA POWER CORPORATION

By ._JMG—Q\,-——-

James 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

AMENDMENT TO
THE CURRENT AGREEMENT



S,'S Florida Power

A Progress Energy Company SEERY

September 14, 2001

Board of County Commissioners
Bay County

Office of the County Attorneys
221 McKenzie Avenue

P.O. Box 70

Panama City, FL 32402

Re: Early Termination of Contract For the Purchase of Firm Energy and Capacity from Bay County

Dear Sirs:

In order to formalize the intent of Florida Power and Bay County to terminate the Contract for the
Purchase of Firm Energy and Capacity from Bay County dated the 29" day of April, 1988 between
Florida Power Corporation and Bay Resources Management, Inc. (hereinafter referred to as the
“Contract™), this Letter Agreement sets forth the parties’ current understandings as follows:

1.

Under the Contract, Florida Power received capacity and energy from Bay County prior to
1995. Bay County received capacity payments prior to January 1, 1995. These capacity
payments were in the nature of an “early payment” for a future capacity benefit to Florida
Power. Effective immediately, the Capacity Account set forth in Paragraph 6 of the

Contract, QF’s Obligation for Receiving Early Capacity Payments shall be eliminated.

The Contract shall be terminated on December 31, 2006;

This Letter Agreement shall be assignable to any wholly-owned subsidiary of Florida Power
or Progress Energy;

This Letter Agreement shall be subject to the approval of the Florida Public Service
Commission, Bay County Board of Commissioners and the Board of Directors of Progress
Energy. In the event that the Letter Agreement is not approved by the FPSC, Bay County
Board of Commissioners or the Board of Directors of Progress Energy, then this Agreement
shall be null and void and the Contract shall remain in full force and effect.

Notwithstanding any other provision of the Agreement including Section 8.5 thereof, the QF
may buy down for zero dollars ($0) one (1) MW of committed capacity. If this buy down
option is exercised by the QF, the QF shall provide six (6) months notice of the buy down

One Progress Plaza, Suite 1500 [ Post Office Box 14042 [ St. Petersburg, Florida 33733-4042
Phone: 727.820.5185 1 Fax; 727.820.5519



and the payments from the Company in accordance with Appendix C shall then be based on
ten (10) MW of committed capacity from the QF.

6. Florida Power shall pay consulting fees with respect to the valuation and implementation of
this Letter Agreement on behalf of Bay County in an amount not to exceed Six Hundred Ten
Thousand Dollars ($610,000).

7. Other than as set forth herein, all other terms and conditions of the Contract shall remain in
full force and effect.

If the terms of this Letter Agreement meets with your approval, please execute both originals and
return them to me for execution by Florida Power.

Very truly yours,

FLORIDA POWER CORPORATION

Vice President - Term Marketing

BAY COUNTY, ACTING BY AND THROUGH ITS BOARD OF
COUNTY COMMIS S

/ ;
By Chairman: / /// / d %

VIR o t‘ﬂ{\/
Cony

.
L,
w"‘-\f:’ﬁ'e,‘:;,ga-,-\r,i.',
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EXHIBIT B

THE CURRENT AGREEMENT



CONTRACT FOR THE PURCHASE OF

FIRM ENERGY AND CAPACITY rROM BAY COUNTY

THIS AGREEMENT is made and entered into this _u:gday of 'Aprﬂ,
1988, by and between Bay Resource Management, Inc. the operator of
Qualifying Facility, hereinafter referred to as "QF" and Florida Power
Corporation, hereinafter referred to as the "Company”, an Investor-owned
utility corporation organized under the laws of the State of Florida. The
QF and the Company shall collectively be referred to herein as the
"Parties"”.

WITNESSETH:

WHEREAS, QF desires to sell, and the Company desires to purchase,
electricity to be generated by the QF consistent with Florida Fublic
Service Commission (FPSC) Rules 25-17.080 through é5-17.087, Florida
Administrative Code; and

WHEREAS, QF has signed an Interconnection Agreement with the utility
in whose service territory the QF’s generating facility is located (Gulf
Power) attached hereto as Appendix A;

NOW THEREFORE, for mutual consideration the Parties agree as follows:

1. Eacility

QF has installed and 1is operating a 15,000 KVA Synchronous
Generator located at Panama City, Florida. The generator is designed to
produce (measured at the generator bus) a maximum of 13.885 megawatts (MW)
of electric power at an 0.85 or lower lagging power factor, such equipment

being hereinafter referred to as the "Facility".



2. Term of the Aqreement

This Agreement shall begin immediately upon its execution by the
parties and shall terminate at 12:01 a.m., December 31, 2021, subject to
the provision that the Company shall submit this Agreement to the Florida
Public Service Commission for their approval, which approval shall be a
condition of the effectiveness of this Agreement. . Full and timely recovery
by the Company through its ratepayers of any early capacity payments to the
QF is recognized as.an essential part of such approval.

If this Agreement 1is not approved by the Florida Public Service
Commission, then this Agreement shall be null and void and the Parties
shall be returned to the positions they held prior to the execution of this
Agreement.

Notwithstanding the foregoing, if construction and commercial
operation of the Facility are not accomplished by QF before April 1, 1988,
the Company shall be relieved of its obligation to make capacity payments
to the QF.

3. Sale of Electricity by QF

The Company agrees to purchase all of the electric power generated
at the Facility and transmitted to the Company by the wheeling utility. It
is understood that the QF will engage in a Net Billing Arrangement with the
wheeling utility. If this arrangement is changed to a Simultaneous
Purchase and Sale Arrangement, and the QF purchases its auxiliary
requirements on a firm basis, then capacity commitment and
payments may be adjusted accordingly, subject to mutual agreement by the

parties and a one-year advance written notice.



[t is recognized that the QF may commit to sell capacity up to its
maximum rating quoted in Section 1, Tess losses through the wheeling
utility and through transformation. Suc- capacity shall be limited to an
amount demonstrated by QF during a 24 hour performance test and shall be
limited to the amount of firm wheeling capacity under contract with the QF.

4. Payment for Electricity Produced by QF

4.1 Energy
The Company agrees to pay the QF for energy produced by the

Facility and delivered to the Company in accordance with the rates and
procedures contained in Rate Schedule C0G-2 and attached hereto as Appendix
B. Prior to January 1995, QF will receive energy payments based on the
Company’s actual avoided energy cost. After December 1994, QF’s energy
payments will be based on the lesser of the Company’s actual avoided energy
cost or the fuel cost of the Statewide Avoided Unit as defined in Rate
Schedule C0G-2, such comparison to be made hourly.

4.2 Capacity

4.2.1 Anticipated Committed Capacity

QF expects to sell approximately 11 MW of capacity,
beginning on or about April 1, 1988, in accordance with the rates and
procedures contained in Rate Schedule C0G-2 and attached hereto as
Appendix B, as modified in Appendix C.

4.2.2 Actual Committed Capacity

Except for provisions in Section 3, QF shall have the
one-time option of amending Paragraph 4.2.1 above after initial facility
testing to specify changes in committed capacity and/or date for

commencement of capacity payments by providing notice to the Company of



such changes in accordance with Paragraph 9.8. In the event that the
Company does not receive notice of such changes before April I, 1988, the
committed capacity and beginning date in 4.2.1 shall apply, subject to
verification by test and firm wheeling commitments as indicated in
Section 3.

4.2.3 Guaranteed Committed Capacity _

At the end of each billing momth, beginning with the
billing month specified in paragraph 4.2.1,‘the Company will calculate the
most recent twelve-month rolling average capacity factor for such twelve-
month period based on QF's Committed Capacity. If the capacity factor thus
calculated is 74% or more, then the Company agrees to pay QF a capacity
payment that is the product of QF’s Committed Capacity and the rate shown
in Appendix C.

Mutually-agreed-to planned outages of not more than
four weeks per year shall be excluded from the hours used to calculate
capacity factor above. It 1is understood that such outages must be
scheduled in writing to the Company as provided in Section 5 with at least
two weeks’ prior notification in the case of changes, and may not be
conducted in the months of December, January, February, July and August,
unless authorized in writing by the Company.

4.3 Inadvertent and Non-Scheduled Eneray Exchanges

If the QF delivers more or less power to the wheeling utility
than the QF had scheduled with that utility, the difference shall be
classified as inadvertent energy.

It is understood that such inadvertent energy flows will be

resolved as necessary between the QF and the wheeling utility and will not



affect the power scheduled and delivered fraom the wheeling utility to the
Company.

5. Electricity Production Schedule

During the term of this Agreement, QF agrees to:

(a) Provide the Company prior to October . of each calendar year
an estimate of the amount of electricity generated by the Facility and
delivered to the Company fér each month of the following calendar year,
including the time, duration and magnitude of any planned outages or
reductions in capacity;

(b) Promptly updéte the yearly generation schedule and
maintenance schedule as and when any changes may be determined necessary;

(c) Coordinate its scheduled Facility outages with the Company as
specified in 4.2.3;

(d) Comply with reasonable requirements of the Company regarding
day-to-day or hour-by-hour communications between the parties relative to
the performance of this Agreement; and

(e) Maximize its delivery of electricity upon request by the
Company.

6. QF’s Obligation for Receiving Farly Capacity Payments

The parties recognize that capacity payments paid prior to
January 1, 1995, are in the nature of "early payment" for a future capacity
benefit to the Company. To ensure that the Company will receive a capacity
benefit for which early capacity payments have been made, or alternatively,
that the QF will repay the amount of early payments received to the extent

the capacity benefit has not been conferred, the following provisions will

apply:



(a) The Company shall establish a Capacity Account. Amounts shall
be credited to the Capacity Account each month through December 1994, in
the amount of the Company’s capacity payments made to the QF. The monthly
balance in the Capacity Account shall accrue interest at an annual rate of
10.72%. Commencing on January 1, 1995, there shall be debited from the
Capacity Account .an Early Payment Offset Amount to reduce the balance in
the Capacity Account. Such Early Payment Offset Amount shall be equal to
that amount which the Company would have paid for capacity in that month if
capacity payments, had been elected as shown in Appendix E, minus the
monthly capacity payment the Company makes to QF as shown in Appendix C.

(b) The QF shall owe the Company and be liable for the credit
balance in the Capacity Account. The Company agrees to notify QF monthly
as to the current Capacity Account balance. The QF shall raise sufficient
revenues pursuant to the Rate Covenant in Section 616 of the Trust
Indenture approved by the QF in Ordinance No. 84-07, as amended, to repay
the credit balance in the Capacity Account in the event QF defaults
pursuant to this Agreement within five (5) years of such default. The QF’s
obligation to pay the credit balance in the Capacity Account shall survive
termination of this Agreement.

(c) As a condition precedent to the obligation of the Company to
pay capacity payments in the nature of "early payments", the QF has
supplied to the Company an opinion of Burke & Blue, P.A., counsel for QF,
affirming the legal authority to enforce the foregoing provisions. This

opinion is included as Appendix D to this Agreement.



7. Non-Performance Provisions

QF shall not receive a capacity payment during any month in which
the twelve (12) months rolling average of the QF’s capacity factor does not
equal or exceed seventy-four percent (74%). In addition, if for any month
after December 1994, the QF fails to achieve these capacity factors on a
twelve (12) month rolling average basis and the QF has received capacity
payments prior to January 1995, the QF shall be liable for and shall pay
the Company an amount equal to the Early Payment Offset Amount for the
month that would have been debited to the capacity account in accordance
with paragraph 6(a) had the QF achieved these capacity factors. Any
payments thus required of QF shall be invoiced separately by the Company to
QF after each month for which such repayment is due and shall be paid by QF
within twenty (20) days after receipt of such invoice by. QF. Such
repayment shall be debited from the Capacity Amount as an Early Payment
Offset Amount. '

In no evént shall the QF repay to the Company for non-performance
such amounts which éxceed the current credit balance in the Capacity
Account.

8. Default
8.1 Mandatory Default
The QF shall be in default under this Agreement if (1) the QF
voluntarily declares bankruptcy, or (2) the -QF ceases all electric
generation for 12 consecutive months.
8.2 Optional Default
The Company may also declare the QF to be in default (1) if

after January 1, 1995, the QF fails to maintain capacity factors required



in paragraph 4.2.2 on a twelve-month rolling average basis for 24
consecutive months, or (2) because of a QF’s refusal or inability to
deliver its Committed Capacity after January 1, 1995.
8.3 Default Remedy

Once this contract is declared to be in default, the Company’s
obligation to make capacity payments in accordance with paragraph 4.2 is
suspended until the default is remedied. Upon written notice to the QF the
then current value of the credit balance of the capacity account described
in Paragraph 6 (b) shall be paid to the Company pursuant to such Paragraph
unless the default is remedied within thirty (30) days. Unremedied default
shall relieve the Company of any obligation to purchase further capacity
and energy by the QF.

8.4 Waiver

The failure of the Company to enforce the provisions of this
article shall not constitute a waiver of any subsequent or continuing
default hereunder.

8.5 Buy Down

Notwithstanding any other provision of this Agreement, the QF
may, from time to time, upon six (6) months advance written notice to the
Company, buy down up to six (6) MW of its committed capacity obligation to
the Company to enable the QF to sell steam from the Facility. Such buy
down of capacity shall be accomplished by payment to the Company a sum
which is equal to the balance in the Capacity Account as provided in
Paragraph 6(b) multiplied by a fraction, the denominator of which is the
committed capacity as set forth in Paragraph 4.2 and the numerator of which

is the number of MW the committed capacity is being reduced after the buy



down. If QF wishes to buy down more than six (6) MW of its committed
capacity, then a thirty-six (36) month advance notice will be required. If
QF wishes to buy down any or all of their committed capacity for a reason
other than steam sales, a seven (7) year advance notice will be required.
Further, liquidated damages of ten percent (10%) of the maximum capacify
account balance prorated for the-buy down portion will be required to
compensate the Company’s ratepayers for advancing capacity payments to QF.
The Buy-downs provided in the paragraph 8.5 shall be limited to no
more than 5 MW from the date of this contract through December 31, 2004.

9. General Provisions

9.1 Permits
QF hereby agrees to seek to obtain any and all governmental
permits, certifications, or other authority QF is required to obtain as a
prerequisite to engaging in the activities provided for in this Agreement.

9.2 Indemnification

QF agrees to indemnify and save harmless the Company against
any and all liability, loss, damage, costs or expense which the Company,
its subsidiaries and affiliates, and their respective employees, officers
and directors may hereafter incur, suffer or be required to pay by reason
of negligence on the part of QF in performing its obligations pursuant to
this Agreement or Qf’s failure to abide by the provisions of this
Agreement. The Company agrees to indemnify and save harmless QF against
any and alt 1iability, loss, damage, cost or expense which QF may hereafter
incur, suffer, or be required to pay by reason of negligence on the part of
the Company in performing its obligations pursuant to this Agreement or the

Company’s failure to abide by the provisions of this Agreement. QF agrees



QF’s indemnity and hold harmless assurances to the Company contained in
this Section.

9.3 Exclusion of Incidental and Consequential Damages

Neither party shall be liable to the other for incidental,
.consequential or indirect damages including, but not limited to, the cost
of replacement power, whether arising in contract, tort or otherwise.

9.4 Renegotiations Due to Requlatory Changes

The Company agrees that it will not, directly or indirectly,
petition, apply to or otherwise seek to obtain the FPSC’s authorization,
or the authorization of any other regulatory body which now has or in the
future may have jurisdiction over the Company’s rates and charges, to
change any of the terms and conditions of this Agreement. If the Company
should none the 1less be denied the FPSC’s authorization, or the
authorization of any other regulatory body which now has or in the future
may have jurisdiction over the Company’s rates and charges, to recover
from its customers all of the payments required to be made to QF under the
terms of this Agreement or any subsequent amendment to this Agreement, the
parties agree that, at the Company’s option, they shall renegotiate this
Agreement or any applicable amendment. If the Company exercises such
option to renegotiate, the Company shall not thereafter be required to make
such payments to the extent the Company’s authorization to recover them
from its customers is not obtained or has been denied. The Company’s
exercise of its option to renegotiate shall not relieve the QF of its
obligation to repay the balance in the Capacity Account. It is the intent
of the parties that the Company’s payment obligations under this Agreement

or any amendment hereto are conditioned upan the Company’s being fully
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reimbursed for such payments through the Fuel and Purchased Power Cost
Recovery Clause or other authorized rates or charges. Any amounts
initially recovered by the Company from its ratepayers but for which
recovery is subsequently disallowed by the FPSC and charged back to the
Company may be.offset or credited against subsequent payments made by the
Company for purchases from the QF, or alternatively, shall be repaid by the
QF.

Further, the parties agree that, at the option of QF and upon
three (3) months notice to the Company, the QF may terminate this Agreement
and the Company shall have no further obligations to the QF if the
Legislature of the State of Florida enacts and "Electric Energy Pricing
Program" or other similar law that would that would allow the QF to receive
economic benefits in excess of the capacity and energy payments provided
hefein. If this Agreement is terminated pursuant to this paragraph, the QF
agrees to (i) repay the credit balance in the rapacity Account as provided
in Paragraph 6(b) and 8.5 and (ii) as long as the QF is not within the
Company’s service area, never sell energy and capacity produced by the
Facility to the Company unless the Company consents to such sale. This
option shall expire on December 31, 1992.

9.5 Force Majeure

If either party shall be unable, by reason of force majeure,
to carry out its obligations under this Agreement, either wholly or in
part, the party so failing shall give written notice and full particulars
of such cause or causes to the other party as soon as possible after the
occurrence of any such cause; and such aobligations shall be suspended

during the continuance of such hindrance, which, however, shall be remedied
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with all possible dispatch; and the obligations, terms and conditions of
this Agreement shall be extended for such period as may be necessary for
the purpose of making good any suspension so caused. The term A“force
majeure" shall be taken to mean acts of God, strikes, lockouts or other
industrial disturbances, wars, b]ock#&es, insurrections, riots, arrests and
restraints of rules and people, environmental constraints Tawfully imposed
by federa1, state or local governmental bodies, explosions, fires, flcods,
lightning; wind, perils of the sea, accidents to equipment or machinery or
similar occurrences; provided, however, that no occurrences may be claimed
to be a force majeure occurrence if it is caused by the negiigence or lack
of due diligence on the part of the party attempting to make such claim.
QF agrees to pay the costs necessary to reactivate the Facility and/or the
interconnection with the wheeling utility’s system if the same are rendered
inoperable due to actions of QF, its agents, or force majeure events
affecting the Facility or the interconnection with the whec'ling utility.
The Company agrees to reactivate at its own cost its interconnection with
the wheeling utility in circumstances where any interruptions to such
interconnections are caused by the Company or its agents.

If, for any reason, the wheeling utility is unable or unwilling to
deliver capacity and energy pursuant to this Agreement, such condition will
constitute an event of "force majeure".

9.6 Assignment

The QF shall have the right to assign its benefits under this
Agreement, but the QF shall not have the right to assign its obligations
and duties without the Company’s prior written approval, which shall not

unreasonably be withheld.
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9.7 Disclaimer
In executing this Agreement, the Company 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 QF
or any assignee of this Agreement, nor does it create any third-party
beneficiary rights in the QF or any third party respecting the Company’s

rights or actions before any court or regulatory body.

9.8 Notification

For purposes of making any and all non-emergency oral and
written notices, payments or the Tike required under the provisions of this
Agreement, the parties designate the following 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 QF: John Zebrowski
Cost Building
2400 Ardmore Bivd.
Pittsburg, Pennsylvania 15221
Phone: (412)636-5742

For the
Company: James G. Keppeler
Florida Power Corporation
P. 0. Box 14042
St. Petersburg, Florida 33733 Phone: (813) 866-4218

9.9 Applicable Law

This Agreement shall be governed by and construed in
accordance with the laws of the State of Florida.

9.10 Severability

If any part of this Agreement, for any reason, be declared
invalid, or unenforceable by a public authority of appropriate

jurisdiction, then such decision shall not affect the validity of the
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remainder of the Agreement, which remainder shall remain in force and
effect as if this Agreement had been executed without the invalid or

unenforceable portion.

9.1]1 Complete Aqreement and Amendments

A1l previous communications or agreements between the parties,
whether verbal or written, with reference to the subject matter of this
Agreement are hereby abrogated. No amendment or modification to this
Agreement shall be binding unless it shall be set forth in writing and
duly executed by both parties to this Agreement.

9.12 Survival of Agreement

This Agreement as may be amended from time to time, shall be
binding and inure to the benefit of the Parties’ respective
successors-in-interest and Tegal representative.

IN WITNESS WHEREOF, QF and the Company have executed this Agreement

the day and year first above written.

ﬂfTNESSES: FLORIDA POWER CORPORATION
ITS Sen1or Vice res1dent
0perat1ons ,gzﬁfpowb$;
WITNESSES: BAY RESOURCE MANAGEMENT /° LESAL oepT. S

v
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TRI-PARTY AGREEMENT

THIS TRI-PARTY AGREEMENT is made and entered into this 22/

day of f)gfe/ , 1988, by and between Bay'Resource

Management, Inc., the operator of a gqualifying facility (the
#“QF”), as defined by the Public Utilities Regulatory Procedures
Act of 1978, as amended (“PURPA”), Bay County, acting by and
through its Board of County Commissioners, the recipient of the
service from the QF and the owner of the electricity produced by
the QF (the “County”) and Florida Power Corporation, an investor-
owned utility corporation organized under the laws of the State
of Florida (the “Company”) (The QF, the County and the Company
are collectively the ”Parties”), whereby the Parties for good and
valuable consideration, the receipt and sufficiency of which is
hereby acknowledged, do agree as follows:

1. Recitals. The Parties entered into a Contract for the
Purchase of Firm Energy and Capacity From a Qualifying Facility
dated February 18, 1988, relative to the sale of electricity
generated by a waste-to-energy facility located in Bay County,
Florida which has been certified by the Federal Energy Regulatory
commission as a qualified facility under PURPA (the “Previous
Contract”) and the QF and the County exchanged a letter dated
February 18, 1988, relative to the conditions under which the QF
entered into the Previous Contract (the “Letter Agreement”). The
Parties now desire to restate the Previous Contract and the
Letter Agreement as a Contract for the Purchase of Firm Energy

and Capacity From a Qualifying Facility between only the QF and



the Company (the ”Current Contract”) and this Tri-Party Agreement
among the QF, the County and the Company. Upon such restatement,
the Parties intend for the Current Contract and this Tri-Party
Agreement to supersede and replace the Previous Contract and
those portions of the Letter Agreement relating to the Previous
Contract. To the extent of any conflicts between the terms and
conditions of this Tri-Party Agreement and those of the Current
Contract, the terms and conditions of the Tri-Party Agreement
shall prevail.

2. Responsibilities of the Parties. The QF is a party to

the Current Contract for the sole purpose of facilitating an
understanding between the Company and the County regarding the
subject matter of the Current Contract. Pursuant to Section 9.6
of the Current Contract, the QF hereby makes assignmenté as follows:
(a) Except as provided below in this paragraph 2, the QF
assigns its obligations and duties under the Current
Contract to the County and the County shall be solely
responsible to perform the obligations of the QF under
the Current Contract and the Company’s recourse with
regard thereto shall be solely to the County and not

the QF; and
(b) The QF assigns to the County all of the benefits
identified or associated with the QF under the Current
Contract and the County shall be solely entitled to

receive such benefits.



Notwithstanding the above assignments, the QF shall (i) provide
the Company with that information required under Section 5 of the
Current Contract; (ii) obtain all permits required under Section
9.1 of the Current Contract; and (iii) perform such obligations
and duties as the QF may have to the County pursuant to the
Service Contract between the County and the QF or as may be
imposed by any other agreement between the County and the QF
other than the Current Contract or the Agreement for Transmission
Service supplied by Company for Qualifying Facility among Gulf
Power Company, Bay County and Bay Rescurce Management, Inc. (the
"Wheeling Agreement”).

The Company, the County and the QF shall not be liable to one
another for incidental, consequential or indirect damages including,
but not limited to, the cost of replacement power, whether
arisin~ in contract, tort or otherwise as provided in Section 9.3
of the Current Contract.

3. Sale of Electricity. The County as the owner of the
electricity generated by the QF hereby designates the QF as its
agent for the purpose of selling such electricity to the Company
pursuant to the Current Contract, PURPA and the rules of the
Florida Public Service Commission.

4. Payments. The QF hereby directs the Company to make all
payments now or hereafter payable pursuant to the Current Contract
directly to the County and the Company agrees to do so.

5. Security for Repayment of Early Capacity Payments and

Other Obligations. The County hereby agrees to provide such




security for the repayment of early capacity payments as may be
imposed upon the QF pursuant to the Current Contract and intends
to be bound by all such obligations as fully as if the County was
a direct party to the Current Contract having such obligations.
In addition, the County will be responsible to perform all other
obligations, including obligations to pay any fees or costs, and
that the‘County will receive all benefits, associated with the
QF. The County shall have a right to require that QF perform
only those obligations stated in the Current Contract which QF
shall be obligated to perform under the Service Contract or under
agreements beﬁween QF and the County other than the Previous
Contract and the Current Contract. The County hereby agrees to
indemnify and hold harmless QF from and against all other liabilities
of any kind provided for in the Current Contract or any amendments
thereto.

6. Voluntary Bankruptcy of QF. The Company agrees to waive
the mandatory default required by Section 8.1 of the Current
Contract in the event the QF voluntarily declares bankruptcy, if
the County, within thirty (30) days of written demand from the
Company, provides such reasonable assurances as the Company may
require because of such voluntary bankruptcy.

7. Elections and Directions. The QF shall not make any

elections, decisions or otherwise provide any directions pursuant
to the current Contract without having obtained the County’s
prior written consent thereto. The QF shall make such elections,

decisions or otherwise provide such directions pursuant to the



current Contract as the County may from time to time direct in
writing.

8. Notification. The Company agrees to notify the County
of any actions required to be performed by the QF pursuant to the
Current Contract and to allow such action to be performed by the
County under the terms and conditions of the Current Contract.

IN WITNESS WHEREOF, QF, the County and the Company

have executed this Agreement the day and year first above written.
BAY COUNTY, acting by and

through its Board of County

Commissioners
WZTNESSES :

/’ VA AT U h BY: /?A//»y 64/,,,44/
449n0~ C?ZLLZ( ITS: n%kﬁkﬂy Zo

o ‘*-a.\
Ao "°”Efpok{ ?/ : FLORIDA POWER CORPORATION
~ O\

LEGAL DEPT. . //\7/141/,«»;

1 AP"”OV"
Dat2 ‘2‘- if . :
By 't ifleLsd\ vLuJ(aL S: Senlor Vlce Preszdent
\\\N_ 7 7 Operations

WITNESSES: RCE MANAGE

\
‘ 2 g 5—-.,_,-&,:4.“
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INTERCONNECTION AGREEMENT ¥%

Gulf Power CUmpany, hereinafter referred to as "the Company",
agrees to interconnect with the Board of County Commissioners of
Bay County, Florida, hereinafter referred to as the "QF", subject
- to the following provisions:

1. ERacility

The QF's generating facility, hereinafter referred to as
"Facility", is located at U.S. Highway 231 approximately 9 miles
North of Panama City in the new Industrial Park, within the
Company's service territory. The QF intends to have its Facility
installed and operational on or about May 1, 1987. The QF -
shall provide the Company reasonable prior notice of the Facility's
initial operation, and it shall cooperate with the Company to
arrange initial deliveries of power to the Company's system.

The Facility has been or will be certified as Quaiifying
Facility pursuant to the rules and regulations of the Florida
Public Service Commission (FPSC) or the Federal Energy Regulatory
Commission (FERC). The QF shall maintain the qualifying status
of the Facility throughout the term of the interconnection.

2. onst __L ivi

The QFégﬁgél provide the Company with written instructions
to proceed with construction of the interconnection facilities as
described in this Agreement at least 24 months prior toc the date
on which the facilities shall be completed. The Company agrees
to complete the interconnection facilities as described in this
Agreement within 24 months of reqeipt of writtén instructions to

proceed.



Upon the parties' agreement as to the appropriate interconnec-

tion design reqdirements, and upon receipt of written instructions
to proceed Egggzﬁhe QF, the Company shall design and perform or
cause to be performed all the work necessary to interconnect the
Facility with the Company's system. |

The QF agrees to pay the Company all expenses incurred by
the Company to design, construct, operate, maintain and repair
the interconnection facilities neceésary for integration of the
Facility into the Company's electrical system. 1If, w?}hin five
(5) years from the date of interconnection, the Compaﬁy provides
electric service from these facilities, to an industriél customer
whose load requires such facilities, the Company agrées to :efund“
to the QF an amount equal to the Net Book value of the coemmon
facilities originally constructed for the sole purpose of inter-
connection with the QF.

The QF agrees to pay the costs for complete interconnection
work payable in 36 monthly installments, plus interest on the out-
standing balance calculated at the 30 day highest grade commercial
paper rate in effect 30 days prior to the date each payment is
due, with the first such installment payment being due 30 days
after the C%éégéx notifies the QF that such interconnection work'
has been coﬁgieted.

In the event the QF notifies the Company in writing to cease
interconnection work before its completion, the‘QF shall be
obligationed to reimburse the Company for the interconnection

costs incurred up to the date such notification is received.

Payments shall be made within 30 days of the Company rendering of



Payments shall be made within 30 days of the Company rendering of

for cost incurred.

—a—
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3. Cost Estimates

Attached hereto as Exhibit A and incorporated herein by this

a statemen

QI’T

reference, 1s a documept entitled, "QF Interconnection Cost
Estimates®”. The parties agree that the cost of tﬁe interconnection
work contained in Exhibit A is a good faith estimate of the
actual cost tc be incurred and neither party shall be bound by
the aﬁount shown therein.
4..mmmmgmn;§_mmm

The parties agree that the QF's interconnectién with, and
delivery of electricity into, the Company's system must Sé
accomﬁlished in accordance with the provisions of Exhibit B
entitled "General Standards for Safety and Interconnection™
contained in Rule 25-17.87, adopted by the FPSC in Order No. 12443,
Docket B20406-EU, attached to, and made a part of this Agreement.

The QF agrees to require that the Facility oﬁerator i-
mmediately notify the Company's System Dispatcher‘by telephone in
the event hazardous or unsafe conditions associated with the
parties' p;ri}lel operations are discovered. 1If such conditions
are dete%%gg{by the Company then the Company will likewise
immediately contact the operator of the Facility by telephone.
Each party agrees to immediately take whatever appropriate
corrective action is necessary to correct the hazardous or
unsafe conditions.

To the extent the Company reasonably determines the same to

be necessary to ensure the safe operation of the Facility or to



protect the integrity of the Company's system, the QF agrees to

j

1

reduce power generation or take other appropriate actions.
e

\

5. Interconpnection Faciljties

The interconnection facilities shall include the items
included in Exhibit C, which is made aﬁ integral part 5f this
Agreement.

Interconnection facilities on the Company's side of the
ownership line with the QF shall be owned, operated, maintained
and repaired by the Company. The QF shall be responsible for the
cost of designing, installing, operating and maiﬁtaining the
interconnection facilities on the QF's side of the oénership line
as indicated in Exhibit C. The QF shall be responsible fgr
estabiishing and maintain controlled access by third parties Eb
the interconnection facilities.

6. Maintepance and Repair Pavments

The Company will separately invoice the QF monthly for all
costs associated with the operation, maintenance and repair of
the interconnection facilities. A charge of ____ dollars per
month shall be made to the QF for such costs. The monthly charge

shall be adjusted annually, commencing , 198 __, and

computed giggpe then existing fixed charge rate for operation and
-
maintenance. The QF agrees to pay the Company within 20 days of
receipt of each such invoice.
7. Site Access
In order to help ensure the continuous, safe, reliable and

compatible operation of the FAcility with the Company's system,

the QF hereby. grants to the Company for the period of intercon-



nection the reasonable rights of ingress and egress, consistent

with the sgﬁi;operation of the Facility, over property owned or
controlled gyvghe QF to the extent the Company deems such ingress
and egress necessary in order to examine, test, calibrate,
coordinate, operate, maintain or rgpair any interconnection
equipment involved in or associated with the parallel operation of
the Facility and the Company's system, including the Company's
metering equipment.
8. Construction Responsibility

In no event shall any Company statement, repreéentation, or
lack thereof, either express or implied, relieve tﬁe QF of i;s
exclusive.responsibility for the Facility. Specifically, aAy
Company inspection of the Facility shall not be construed as
confirming or endorsing the Facility's design or its operation or
maintenance procedures not as a warranty or guarantee as to the
safety, reliability, or durability of the Facility's equipment.
The Company's inspection, acceptance, or its failure to inspect
shall not be deemed an endorsement of any Facility equipment or
procedure.
S. Insurance and Indemnity

The %E%%?all deliver to the Company at least 15 days prior
to the star£ of any interconnection work, a certified copy or
duplicate original of a liability insurance policy issued by a
reputable insurance company authorized to do business in the
State of Florida, jointly protecting and indemnifying the QF and
the Company, their officers, employees{ and representatives;

against all liability and expense on account of claims and suits



for injuries or damages to persons or property arising out of the
interconn%sgéén to the QF, or caused by operation of any of
the QF's equipment or by the QP's failure to maintain the
Facility's equipment in satisfactory and safe operating conditions,
or otherwise arising out of the performance by the QF or the
Company of the terms and conditions of this Agreement. The
Company shall be included as an additional insured on the QF's
pelicy.

The policy providing such coverage shall provide comprehensive
general liability insurance, including property da@age, but in
an amount not less than $1,000,000 for each ocqﬁrrence. In
addition, the above required policy shall be endorsed with-é
provision whereby the insurance company will notify the Compané
within 30 days prior to the effeétive date of cancellation or
material change in policy. The QF shall pay all premiums and
other charges due on said policy in force during the entire
period of interconnection with the Company.

The QF agrees to indemnify and save harmless the Company,
its subsidiaries, and their respective employees, officers, and
directorslqgﬁﬁnst any and all liability, loss, damage, cost or
expense w%s%;the Company, its subsidiaries, and their respective
employees, officers, and directors may hereafter incur, suffer or
be required to pay by reason of negligence on the part of the QF
in performing its obligations pursuant to this Agreement or the
QF's failure to abide by the provision of this Agreement. The
Company agrees to indemnify and save harmless the QF against any

and all liability, loss, damage, cost or expense which the QF may



hereafter incur, suffer, or be reguired to pay by reason of

negligencegﬁ;ﬁhe part of the Company in performing its obligations
pursuant tgvéiis Agreement or the Company's failure to abide by
the provisions of this Agreement.
10. Default

The Company may declare the QF to be in default at any time
the Company deems the QF to have failed to comply with the terms
of this agreement. The Company shall give the QF written notice
of the default, giving the QF fifteen (15) days from the date of
said notice in which to cure the default. If the default has not
been cured within said fifteen (15) days, the Compaﬁy may deem
this agreement to be terminated and may disconnect its facilitie;
from those of the QF. '
11. glectric Service to the OF

The Company will provide the class or classes of electric
service requested by the QF, to the extent that they are consistent
with applicable tariffs, provided, however, that interruptible
service will not be available under circumstances where inter-
ruptions would impair the QF's ability to generate and deliver

electricity to the Company.

Ve~

12. appligalde Law
= s
This Agreement shall be governed by and construed in accord-
ance with the laws of the State of Florida.
13. gurvival of Agreement
This Agreement as may be amended from time to time, shall be

binding and inure to the benefit of the Parties' respective

successors—-in-interest and legal representatives.



14. a ent

All previous communications or agreements between the
parties, Qﬁiiﬁér verbal or written, with reference to the subject
matter of this Agreement are hereby abrogated. No amendment or
modification to this Agreement shall be binding unless it shall
be set forth in writing and duly executed by both parties to this
Agreement.
15. wNetification

For purpose of making emergency or any communications

relating to the operation of the Facility, under the provisions

of this Agreement, the parties designate the following people for

s
'y

notification:
For Gulf:
Phone:
For QF:
=E
Phone:

7

IN WITNESS WHERECOF, the QF and the Company executed this Agreement

this day of .



ATTEST:

g »

tor of*Pdwer Delivery

Tjiji:rt/rvﬂ'/7 7ZLAAf€HA/¥”°1

D oittne

W1tne7i7§s to QF

GULF POWER COMPANY

ol 5 &%WQ

Vice President

Date: 1/6 /8¢

QUALIFYING FACILITY

By; —S=o
1

ritle:  (CANGirnianm

Official Capacity

pate: DECewber lliqgg
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APPENDIX ”B”
(Appropriate Parts of Rate Schedule C0G-2)
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Where, for a ona year deferral:

VAC,

et RATE SCMEDULE C0G-2
APPENDIX B

Page 1 of 1

D OFFER COMTRALCT RATE FOR PURCRASE OF FIRN CAPACITY AND ENERGY

FROM QUALIFYING COGEMERATION AMD SMALL POWER PRODUCTION FACILITIES

(QUALIFYINMG FACILITIES)

NORMAL PAYMENT OPTION PARAMETERS

utility's value of avoided capacity, in dollars per kilowate
per month, during month m;

a constant risk myltiplier for the purpose of the utility's
standard contraét offer;

present value of carrying charge for one dollar of investment

over L years with carrying charges assumed to be paid at the
end of each year;

total direct and indirect cost, in dolliars per kilowstt including
AFUDC but excluding CWIP, of the statewide avoided unit with an
in-service date of year n;

total first year's fixed and variable operating and masintenance
expense, less fuel and in dollars per kilowatt per year, of the
statevwide avoided unit deflated to the beginning of the year n by io;

annual escalation rate associated with the plant cost of the
statewide avoided unit;

annual escalation rate associated with the operation and
maintenance expense of the statewide aveided unit;

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

expected tife of the statewide avoided unit;

year for which the statewide avoided unit is deferred starting
with its original anticipated in-sarvice date and ending with the
termination of the contract for the purchase of fira energy and
capacity;

AR PAYMENT OPTYIOM PARAMETERS
monthly avoided capital cost component of capacity payments
Facility startin even years
the statewide avoided

prior to the anti
3 { ars per kilowatt per month;

valye

16.0Q4

c.8

1.4885

2137

69.79

e

6.6%

5.6%

10.72%

30

1995

1182

P annual escalation rate associated with the plant cost of the 6.6%
statewide avoided unit;

n = year Tor“which early capacity payments to a OQualitying Facility 1988
lf.,;“d_‘_;_ .

F s th:ﬁnin present value (January, 1988) of the avoided 523.39
capital cost component of capacity payments which would have
been made had capacity payments commenced with the anticipated
in-service date of the statewide avoided unit and continued for
e period aof 10 years;

r = annual discount rate, defined as the utility's incremental after 10.72%
tax cost capital;

t = the minimum term, in yeard, of the contract for the purchase af firm 17
capacity commencing prior ta the in-service date of the statewide
Ayoided unit

ISSUED BY: T, W, iain.a, dr., Director, Rate Department

EFFECTIVE: JANUARY 26, 1988

915 285
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RATE SCMEDULE C0G-2
STANOARD OFFER COMTRACT RATE FOR PURCHASE OF FIRM CAPACITY AMD EMERGY
FROM QUALIFYING COGEMERATION AND SHALL POVER PRODUCTION FACILITIES
e (QUALIFYING FACILITIES)

Availability:

Florida Power Corporation will purchase Firm Capacity and Energy offered by any Qualifying
Facility, rrespective of its location, which (s either directly or indirectly
intarconnected with the Company under the provisions of this schedule. florida Power
Corporation will negotiate and may contract with any Qualifying Facility, irrespective of
its location, which is either directly or indirectly interconnected with the Company for
the purchase of Firm Capacity and Energy pursuant to terms and conditions which deviate
from this schedule where such negotiated contracts asre in the best intsrest of the
Company's ratepayers.

Applicable:

To any cogeneration or small power production Qualifying Ffacility, irrespactive of its
location, producing capacity and energy for sale to the Company on a firm basis pursuant
tc the terms and conditions of this schedule and the Company's “Standard Offer Contract®
or a separately negotiated contract. Ffirm Capacity and Energy are described by the Fleorida
Public Service Commission (FPSC) Rules 25-17.083, F.A.C., and are capacity and energy
procduced and sold by a Qualifying Facility pursuant to a negotiated or standard Company
contract offer and subject to certain contractual provisions as to quantity, time, and
reliability of delivery. Criteria for achieving Qualifying Facility status shall be those
set out in FPSC Rule 25.17.080, F.A.C.

character_of Service: E

Purchases within the territory served by tha Company shall be, at the option of the
Company, single or three phase, 40 hertz, aslternating current at any available standard
Company voltage. Purchases from outside the territory served by the Company shall be three
phase, &40 hertz, alternating current at the voltage level available at the interchange
point between the Company and the entity delivering Firm Capacity and Energy from the
Qualifying Facility.

Limitation of Service:

Purchases under this schedule are subject to the Company's "General Standards for Safety
and Interconnection af Cageneration and Small Power Production Facilities to the Electric
Utility System® and to FPSC Rules 25-17.080 through 25-17.091, F.A.C., and are limited to
those Qualifying Facilities which:

A, Execute a Company "Standard Qffer Contract™ prior to January 1, 1993
for the Company's purchase of Firm Capacity and Energy; and
8. Commit to commence daliveries of Firm Capacity and Energy no later
than January, 1, 199%, and to continue such deliveries through at least
December 31, 2004.
c. Provide capacity which would not result i{n the subscription lLimit on capacity deficit
(S00 MW) as identified in the FPSC Order No. 17430 to be exceeded.

Rates for Purchases by the Compeny:
firm Capacity and Energy are purchased at a unit cost, in dollars per kilowatt per month
and cents pggs owatt hour, respectively, based on the value of deferring additional
generating cwpac in Florida. For the purposs of this schedule, » Statewide Avoided Unit
has been designated by the FPSC and is considered to be a jointly owned, peninsular Florida
base load generating plant consisting of one (1) 500 MV cosl fired generating unit with an
in-service date of April 1, 1992. Appendix A of this schedule describes the methodology
used to calculate payment schedules, general terms, and conditiona applicable to the
Company's ®“Standard Offer Contract® pursuant to FPSC Rules 25-17.080 through 25-17.091,
F.A.C.
A Firm Capacity Rates
Three options, A through C, as set forth below, are available for payment for
Firm Capacity which is produced by the Qualifying Facility and delivered to the
Company. Once selected, an option shall resain in effect for (Continued on Page No. 2)

187

ISSUED BY: T. W. Raines, Jr., Director, Rate Department

EFFECTIVE: JANUARY 26, 1988

916 C86
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. RATE SCNEDULE C0DG-2

STANDAAD OFFER CONTRACT RATE FOR PURCHASE OF FIRM CAPACITY AND ENERGY
SYROR QUALIFYING COGEXERATION AMD SMALL POWER PRODUCTION FACILITIES
(QUALIFTING FACILITIES)

(Continued from Page No. 2)

8ption 8 - Variable Value of Deferral

delivery of Firm Capacit
payments are to start pursu

Option € - Average

nt schedules under this option are based on the value of a year-by-y

defar of the Statewide Avoided Unit with an in-service date of Janua 1,
1995, this option is selected, the Statewide Avoided Unit designaps
its in-ser™gce date shall remain fixed for the term of the "Standfrd Offer

vatue of deferral, however, shall be racalculated
le shall be adjusted, upon approval by the FPS
atfecting the cost of constructing th
Facility shall select the month
and Energy to the Company is
to this option.

to reflect the
tatewide Avoided
year in which the
© commence and capacity

The methodology used to determin Fayment esch year is the same as
that used in Option A of this sched
informational purposes only, the cu
contained in Option A on the previous p

is described in Appendix A, Far
projection of payments are those

mbedded Boo eam Production Plant

Payments Prior to January 1, 1993

The energy rate in cents per kilowatt-hour (¢/KWH) shall be based on the Company's actual
hourly avoided energy costs which are calculated by the Company in accordance with FPSC Rule
25-17.0825, F.A.C. Avoided energy costs include incremental fuel, identifiable operation
and maintenance expenses, and an adjustment for line losses reflecting delivery voltage.
When =sconomy transactions take place, the incremental costs are calculated after the
purchase or before the sale of the economy energy.

The calculation of payments to the Qualifying Facility shall be based on the sum, over all
hours of the billing period of the product of esch hourts avoided energy cost times the
purchases by the Company for that hour. All purchases shall de adjusted for losses from the
point of .petering to the point of interconnection. .

Paymgntyg- rting on Janugry 1, 199%
Thcg 2 rate in cents per kilowatt-hour (¢/KWH), shall be the lesser of an hour-by-hour

comparison of: (1) the fuel component of the Company's avoided energy costs calculated in
sccordance uith Rule 25-17.0825, F.A.C.; and (b) the Statewide Avoided Fuel Cost. The
Statewide Avoided Unit Fuel Cost, in cents per kilowatt-hour (¢/KWH) shall be defined as the
product of: (a) the average monthly inventory charge out price of coal burned at Tampa

Electric Company's Big Unit No. 4, in cents per million BTU; and (b) an aversge annual heat
rate of 9.79 million BTU per megawatt hours.

(Continued on Page No. &)

B

{SSUED BY:

EFFECTIVE:

1us7

Y. V. Raines, ir., Director, Rate Department

JANUARY 26, 1988

314§ 2%
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Firm

Contract Year Qption

from o 171495 1£1/9%

01,87 12/87
01/88 12788
01,89 12/89
01/90 12/90
01/91 12/91
01/92 12792
01,93 12/93
01/94 12/94
01/93 12/9%
01/96 12796
01/97 12/97

01s98 19.29 17.75 16.48
Q1799 20.517  13.87 17.%1
o1/00 21.81 20,06 18.61

01701

T RATE SCHEDULE €0G-2
STANDARD OFFER COMTRACT RATE FOR PURCHASE OF FIRN CAPACITY ANO ENERGY
FRON QUALIFYING COGEMERATION AND SMALL POVER PRODUCTION FACILITIES
(QUALIFYING FACILITIES)
(Continued from Page No. 1)

Capacity Rates: (Continued)

the term of the contract with the Coapany. Exemplary payment schedules, shoun below,
contain the monthly rate per kilowatt of Firm Capacity the Qualifying Facility has
contractually committed to deliver to the Company and are based on a contract term which
extends a minimum of ten (10) years beyond the anticipated in-service date of the Statewide
Avoided Unit (i.e., through December 31, 2004). Payment schedules for longer contract
terms will be made available to a Qualifying Facility upon request and may be calculated
based on the methodologies described in Appendix A.

Qption A - Fixed Value of Deferral
ent schedules ‘under this option are based on the value of a yesr-by-year deferr
tatewide Avoided Unmit with an in-service date of January 1, 1995; calcula
ce with FPSC Rule 25-17.083, F.A.C., 83 described in Appendix A. Once thj
ed, the current schedule of payments shall remain fixed-and in effect
the “Standard Offer Contract.®

d in
option
roughout
the term

The Quatifyin
Capacity and En

Facility shall select the month and year in which the
y to the Company is to commence and capacity paysent
Company will pro e the Qualifying Facility with a schedule of cpfacity payment rates
based on the month™\gnd year in which the delivery of Firm Capagfty and Energy are to
commence and the term™Qf the contract. The following exemplary giyment schedule is based
on the minimum required qontract term which must extend at leapC ten (10) years beyond the
anticipated in-service dige of the Statewide Avoided Unjif. The currently approved
parameters usad to calculatéNthe following schedule of paywiénts are found in Appendix 8 of
this schedule.

elivery of Firm
re to start. The

NONTNLY ACITY PAYNENT :5}! $/Ku/MONTY

Normal <
Payment

-

Early Payment Qption Starting

Starting ~
121791 171790 171789 171788

- 8.18
9.71  8.72
16.06 14.78 13.72
T 17.06  15.71 14.59
= 18.16  16.70  15.50

23.19 21,33 19.78
12/02 26.65 22.47 21.03
12703 26.22  26.10 22.3%
12/04 27.88 25.43 23.73

(Continued on Page No.

ISSUED 8Y: T, W. Raines, Jr., Director, Rate Department

EFFECTIVE: JANUARY 246, 1988
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(QUALIFYING FACILITIES)
(Continued from Page No. 3)

Energy Rates: (Continued)

Calculation of payments to the Qualifying Facility shall be based on the sum, over all hours of the
Billing period, of the product of each hour's avoided energy cost times the purchases by the
Company for that hour. All purchases shall be adjusted for losses from the point of metering to
the point of interconnection.

Estimated Firm Energy Cost:

For infarmational purposes only, the estimated incremental avoided energy costs for the next four
semi-annual periods are as follows, These estimates include a credit for estimated variable
cperating and maintenance expense of 0.C56¢/KWN. The variable 0 &L M credit will be recomputed
menthly in accorcance with the Company's methodology.

on-Peak Off-Peak Aversge

Appticable Period ¢/ XWH ¢/ KWH ¢/ KWH
October, 1987 - March, 1988 2.541 1.886 2.174 .
April, 1988 - September, 1923 3.069 2.000 2.497 E

October, 1989 - March, 1989 2.4834 1.963 2.257

April, 1989 - September, 1989 3.233 2.034 2.592

A 100 MV block has been usad to calculate the estimated avoided energy cost,

Performance Criteria:

Payments for firm capacity are conditioned on the Qualifying Facility's ability to maintain the
tfollowing performance criteria,

A. Commercial In-Service Date

Capacity payments shall not commence until the Qualifying Facility has attained and
demonstrated, commercial in-service status. The commercial in-service date of a
Qualifying Facility shall be defined as the first day of the month following the
successful completion of the Qualitying Facility maintaining an hourly kilowatt (XW)
output, as matered at the point of interconnection with the Company, equal to or
greater than the Qualifying Facility's "Standard Offer Contract" committed capacity for
8 24 hour period, A Qualifying Facility shall coordinate the selection of and
operation of its facility during this test period with the Company to insure that the
performance of its facility during this 24 hour period is reflective of the anticipated
day to day operation of the Qulaifying Facility.

i | J c -

schieving commercial in-service status, payments for Firm Capacity

monthly ceot'danc: uith the capacity psyment rate option select

Facility and . t to the provision that the Qualifying ity maintains a 70%
- ned in Appendix A, Failure

capacity @i?ﬁn s th rolling average basis as
to achieve™th{ apacity fac sll result in t alifying Facility's forfeiture of
payments for Firm Capacity during t which such failure occurs. Whare early
capacity payments have been elect ng with the month of January, 1995,
faflure of a Cualfifying Faci to maintain a apacity factor on a 12 month
rolling aversge basis s also result in payments by t Lifying Facility to the
Company. The amg of such payments shall be equal to the d e betueen: (1)
what the Q ing Fascility would have been psid had it elected the
optio rting January 1, 1995; and (2) what {t would have been paid pursuan
Y payment option had it maintained the capacity factor performance criteria.
(Continued on Page No. 5)

be made
the Qualifying

vua?

I1SSUED BY: T. V. Raines, Jr., Directar, Rate Departmant
EFFECTIVE: JAMUARY 26, 1983
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RATE $SCHEDULE COG-2
RD OFFER CONTRACT RATE FOR PURCNASE OF FIRM CAPACITY AND ENERGY
*EROM QUALIFYING COGEMERATION AND SMALL POWER PRODUCTIONM FACILITIES
(QUALIFYING FACILITIES)
(Continued from Page No. &)

rformance Criteria (Continued)

All capacity payments made by the Company prior to January 1, 1995 are consider
“early payments.® The owner or operator of the Qualifying Factlity, as designated Oy
e Company, shall secure its obligation to repay, with interest, the cumulative a
early capacity payments in the event the Oualifying Facility defaults und
of its “Standard Offer Contract® with the Compsny. The Company will
month summaries of the total outstanding balance of such security oblig

Company iy discussed in Appendix A. ;

c. Additional CPteria P
1. The Gu:ln‘y\Qg\:acthy shall provide monthly generation estimates by Qctober 1

for the next lendar year; and
2. The Qualifying ¢ility shall promptly update its yearly generation schedule when
any changes are determined necessary; and
3. The Qualitying Facility shall agree to reduce generation or take other
appraopriate action as. requested by the Company for safety resaons or to preserve
system integrity; and . .
. Tha Qualifying Facility Shall coordinate scheduled ocutages with the Company; and
. The Qualifying Facility shall comply with the reasonable requests of the Campany
regarding daily or hourly communications.

[V 0 o

n

Delivery Voltage Adjustment:

Energy payments to Qualifying Facilities within the Company‘'s service territory shatl be adjusted
according to the delivery voltage by the fallowing multipliers:

Qualifying Facitlity Delivery Voltage Adjustment Factor
49 XV or Greatar 1.042
6 XKV, 12 KV, 25 KV 1.058
400 vVolts or Lower 1.085

Metering Requiremsents:

Qualifying Facilities within the tarritory served by the Company shall be required to purchase from
the Company hourly recording meters to measure their energy production, Energy purchases from
Qualifying Facilities outside the territory saerved by the Company shall be measured as cthe

quantities scheduled for interchange to the Company by the entity delivering firm capacity and
energy to the Company. -

e
For the purpose of this dchedule, the on-peak hours occur Monday through friday except holidays,
April 1 - October 31 from 12 naon to 9:00 p.m., and November 1 - March 31 from 46:00 a.m. to 10:00
a.m. and 6:00 p.m. 10:00 p.a. All hours not mentioned above and all hours of the holidays of

New Year's Day, M rial Day, Independence Day, Labor Day, Thanksgiving Day, and Christmas Day are
off-peak hours, - ’ .

The Qualifying Fac}lity may elect to make either simultaneous purchases and sales or t sales,
The deci

the nex

fuel and Purchased Power Cost Recovery Factor billing period provided the Company is
t thirty (30) days written notice before the change {3 to take place. In addi
ance must be made for the installation or alteration of needed metering or interconnect!
pment for which the qualifying facility must pay; and such purchases and/or sales must no
rogate any provisions of the tariff or contract with the Company.

(Continued on Page No. 6)

1187

ISSUED BY: 7. V. Raines, dr., Directar, Rate Department
EFFECTIVE: JANUARY 26, 1988
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= RATE SCHEDULE COG-2
STANDARD OFFER COMTRACT RATE FOR PURCNASE OF FIRN CAPACITY AND ENERGY
FROM QUALIFYING COGENERATION AND SMALL POVWER PRODUCTIONM FACILITIES
(QUALIFYING FACILITIES)
(Continued from Page Ndo. 5)
illing Options: (Continued)
tatement covering the charges and payments due the Qualifying Fscility is rendered monthly, a
payment normally is made by the twentieth business day following the end of the dilling period,
Charges X0 Qualifying Facility:
A.
customer charges for meter reading, billing and other appljfable
administrative costs by Rate Schedule are:
RS- 1 $  5.25
RST-1 9.71 /
GS-1 5.25 /
GST-1 9.7 e
S0+ 15.27
G3DT-1 19.73 g
Gsln-1 78.31 ‘
GSLD M1 82.76 £
GSLDT-2 228,03
GsLp-2 ° 228.0¥%
cs-1 N 150.99
€sT-1 AN 158.59
15-1 AN 408.74
IST-1 N . L08.74
Ms- 1t N, T 5.2
/
8. Interconnection Charge for Non-vVariablw Utilit xpenses
The Qualifying Facility shall bear the cost required for interconnection including the
metering, The Qualifying Facility shakl Afave the option of payment in full for
interconnection or making equal monthly stallment payments over a thirty-six (34)
month period together with interest at ate then prevailing for thirty (30) days
prior to the date of sach payment.
When equal monthly payments are elgéted, the Quiaifying Facility shall provide a surety
bond or equivalent assurance of/repayment of intdcconnection costs in the event the
Qualifying Facility is unable/to meet the terms “gynd conditions of its contract.
Depending on the nature of e Qualifying Facility's eration, financial health and
solvency, cne of the followiAg may constitute an equivalént assurance of repayment:

(1) Surety bond;

(2) Escrow;

(3) Irrevocable |dtter of credit;

(4) Unsecured pfomise by a municipal, county, or state goverhgent to repay early
capacitvy yments fn the event of default in conjuncti with & legally
biggdingd commitment from such government allowing the utNity to levy
SuT on aither the electric bills of the government's eledgric consuming

fties or the constituent electric customers of such gover t to assure
t sarly capacity payments are repaid;

(5) secured promise by a privately owned Qualifying Facility to \cepay esrly
capacity payments in the event of defsult in connection with a legaNy binding
commitment from the owner(s) of the Qualifying Pecility, parent compa and/or
subsidiary compsnies sllowing the utility to levy a surcharge on the ectric
bills of the owner(s), parent company, and/or subsidiary companies loca
Florida to assure that early capacity payments are repeid; or

(6) Other guarantese acceptable to the Company.

(Continued on Page No. 7)
I1SSUED BY: T. W. Raines, Jr., Director, Rate Department
EFFECTIVE: JANUARY 26, 1988
1187 316 088
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RATE SCNEDULE CDG-2
STAROARD OFFER COMTRACT RATE FOR PURCNASE OF FIRN CAPACITY AND ENERGY
FROM QUALIFYING COGENERATION AMND SMALL POWER PROOUCTION FACILITIES
- {(QUALIFYIMG FACILITIES)
S (Continued from Page No. §)

Company will cooperste with each Qualifying Facility applying for monthly payment
deter he exact form of an "equivalent assurance of repayment™ to be required on the
ticular as of the Qualifying Facility, The Company will endeav accommoda

equl t assuranci”ihuuLis in the best interests of both th ying Facili nd the
Company's r . "N‘.\_

led monthly ' ~the cost of variable utility
operation i ance o jnterconnection. These
include (a) the y's inspections e 1 nnection and ( intenance of any
equipme, yond that which be required to p i normal electri
ualifying Facility 4 o sales to the Company were invo

payments for actual charges, the Qualifying Facility may p
¢ equal to 0.49% of the installed cost of the interconnection facilities.

Taxes and Assessments

The Qualifying Facility shall be billed monthly an amount equal to the taxes,
assessments, or other impositions, if any, for which the Company is liable as & result
of its purchases of Firm Capacity and Energy produced by the Qualifying Fecility.

ros of Service:

M

t shall be the Qualifying Facility's responsibility to inform the Company <6f any
g9e in its electric generating capability.

Any el ric service delivered by the Company to the Qualifying Fas
metered s rately and billed under the applicable retail rate sch
and conditio of the applicable rate schedule shall pertain.

ity shall be
le and the terms

/
A security depaesit™will be required in accordance with FPSC fules 25-17,082(5) and 25-
6.097, F.A.C. and the ltowing: -7

e

sit should be based upon the
hases from the utility exceed, by
purchases from the QF, The security
t of the difference estimated for that

a. In the first yesr of o
singular month in which th
the greatest amount, the util
deposit should be equal to twice
manth. The deposit should be requir

atien, the security
F's projected

b. For esch year theresafter, s r
QF and the utility should
difference. The securit
amount by which the ac

The Company shal e level.

ity under the provisions of this Schedule, require an
Eacility upon the Compeny's filed Standard Offer Contra
%uol Operation between the Qualifying Facility and the
y shall recognize that its generstion facility may exhib
terconnection requirements which will be separately evalusted, wmodifyi
Company's Genaral Standard for Safety snd Interconnection where applicable,

Service under this rate schedule is subject to the rules and regulations of the
Company and the Florida Public Sarvice Commission.

(Continued on Page No. 8)
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ISSUED BY: T. W, Raines, Jr., Director, Rate Department
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v RATE SCNEDULE CODG-2
STANDARD OFFER COMTRACT RATE FOR PURCHASE OF FIRM CAPACITY AND ENERGY
FROM QUALIFYING COGEMERATIOM AMD SMALL POVER PRODUCTION FACILITIES

(QUALIFYING FACILITIES)
(Continued from Pasge No. 7)

{al Provision:

1. Special contracts deviating from the above standard rate schedule are allowa
rovided they are agreed to by the Company and approved by the Florida Public Serpice
maission,
2. A Qdglifying Facflity located within the Company's service territory may Firm !
Capac and Energy to a utility other than the Company. Whers such agreemdnts exist |

and exiding transmission capacity is available, the Company will prov1do‘1rlnsu|sstcn .
wheeling rvice to deliver the CQualifying Facility's power.to the purchls1ng utility '
or to an insgrmediate utility,

When a Qualifyt Facility located within the Company's service terrifory exercises its
option to sell A vailable Energy to a utility other than the Company prior to the in-
service date (ApriN 1, 1992) of the Statewide Avoided Unit and existing transmission
capacity is availab the Company will also provide transmission wheeling service to
deliver the Qualifying\facility's power to the purchasing utility or to an intermediate
utility, In addition, ¢ Company will provide transmission wheeling servica through
its territory of a Qualifylpg Facility located outside the Company's service territory, <
for delivery of the GQualif%jng Facility's power to the purchasing utility or ta an
intermediate utility. Transhjssion service that is determined to be an intrastate
transaction will be provided, ubject to availability, under the rates, terms and
conditions set forth in Rate S2{edule CCG-3 or, as provided for therein, under a
separate, compensatory contract. ransmission service that is determined to be an

interstate transaction will be provided, subject to availability, under rates, terms
and conditions filed with, and accept for filing by, the Federal Energy Regulatory
Commission (a copy of the Company's currdQtly effective wholesale tariff rate schedule
applicable to transmission service is file with the Florida Public Service
Commission and is available from the Company n request).

Interstate transactions sre defined as those ermined to be jurisdictional by the
Federal Energy Regulatory Commission. Intrastate ansactions are defined as all other
transactions. .

The Qualifying Facility shall DBe responsible for a costs associated with such
wheeling including:

A. Wheeling charges

L Line losses incurred by the Company

C. Inadvertent energy.-flows resulting from such wheeling

Energy delivered to thg Co-pany shall be adjusted before delivery tdh another utility as
follows:

_g,&f!vfhg/{i;flitv Delivery Voltage
reater

s 23 KY

or Lower

The input power and energy fully displace power and energy that the Company
would otherwise be required to supply to other customers on the same
distribution facility, and '

(2) The delivery voltage to the receiving utility system is 49 KV or greater.

{Continued on Page 9)

ISSUED AY: T. VW. Raines, Jr., Director, Rate Department
EFFECTIVE: JANUARY 26, 1988
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AT RATE SCNEDULE COG-2
STANODARD QFFER COMTRACT RATE FOR PURCMASE OF FIRN CAPACITY AMD ENERGY
FROM QUALIFYING COGEMERATION AND SMALL POWER PRODUCTION FACILITIES
CQUALIFYING FACILITIES)
(Continued from Page Mo. 8)

ision if the provision of such service would adversely affect th

of providing electric service to its general retail

a more complete description
er
a
efer to the Company's currently ef
Cable to transmission service, a copy of which 3 file with
3 Public Service Commission and available from the Company upon requ

A

ompany may deny, curtail or discontinue providing transmission service under ¢
specia

reliability o
wholesale customers,

acy,

and

, terms and conditions under which
fer to Rate Schedule CO0G-3 commencing
ormation related to interstate
wholesale tariff rate

the

"

187

1SSUED BY:

EFFECTIVE:

T. ¥. Raines, Jr., Director, Rate Department
JANUARY 26, 1988
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RATE SCNEDULE CDG-2
APPENDIX A
STAMDARD OFFER COMTRACT RATE FOR PURCNASE OF FIRM CAPACITY AND EMERGY
FROM QUALIFYING COGEMERATION AND SMALL POWER PRODUCTION FACILITIES
(QUALIFYING FACILITIES)

Applicability:

Appendix A provides a detaiied description of the mathodology used by the Company to
calculate the monthly values of deferring the Statewide Avoided Unit referred to in
Schedule C0G-2. Whan used in conjunction with the current FPSC approved cost parameters
associated with the Statewide Avoided Unit contained in Appendix B, a Qualifying facility
may determine the applicable value of deferral capacity payment rate associated with the
timing and operation of its particular facility should the Qualifying Facility enter into
a3 "Standard Offer Contract® with the utility. .
Also contained in Appendix A is the mathecdology used by the Company to calculate the 12
month rolling average capacity factor of a Qualifying Facility and a discussion of the
types and forms of surety bond requirements or equivalent assursnce of repayment of early
capscity payments acceptable to the Company in the event of contractual default by a
Qualifying Facility.

Calculation of Value of Deferral:

EPSC Rules 25-17.083(7) specifies that avoided capacity costs, in doilars per kilowatt per
month, associated with firm capacity sold to a utility by s Qualifying facility pursuant
to the utility's standard offer shall be defined as the value of a year-by-yesr deferral
of the Statewide Avoidad Unit and shall be calculated as follows:

(1 + i) _1
1 - p

-5 —_—
VAC, = 12 1 (1er) *0

- |
*ie
- |-

L

Where, for a one year deferral:

VAC, = utility's value of avoided capacity,

per kilowatt per month, during month m;

in dollars

a constant risk multiplier equal to 0.8 for the
purpose of the utility's standard offer agreement;

present value of carrying charge for one doilar of
. ~investment over L yesrs with carrying charges
assumed to be paid st the end of each year;

— g et

In® “:—-i%toul direct and indirect cost, {in dollars per

kilowatt including AFUDC but excluding CWIP, of
the statewide avoided unit with an in-service date
of year n;

o, = total first year's fixed and variable opersating
and maintenance expense, less fuel and in dollars
per kilowatt per yesr, of the statewide avoided
unit deflated to the beginning of year n by i°;

Page | of 4

(Continu‘ed on Page Na. 2)
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1SSUED BY:

EFFECTIVE:

T. V. Raines, Jr., Director, Rate Department

JANUARY 26, 1988
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(Continued from Page No. 1)

Calculation of Yalue of Deferral: (Continued)

ip z annual escalation rate associated with the plant
cast of the statewide avoided unit;

jio * annual escalation rate associsted with the plant 0 & ¥
cost of the statewide avoided unit;

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

L = expected life of the statewide avoided unit; and

n = year for which the statewide avoided unit s

deferred starting with its original anticipated .
in-service date and ending with the termination of
the centract for the purchase of firm energy and
capacity.

M

Xormally, payment for firm capacity shall not commence until the in-service date of the
statewide avoided unit. At the options of the Qualifying facility, however, the utility
may begin making early capacity payments consisting of the capital cost component of the
value of a year-by-year deferral of the statewide avoided unit starting as early as seven
years prior to the anticipated in-service date of the statewide avoided unit. Whea—sush
€ M R PP MO ALt A —at-0 60l —the—ausided—capital —cost componsnt—of_capacily
0 all : N R Li c T loes .

ot tire—Sustifyimg—fectt ity —end-shett-be—sstevlated—as—follous:

" \ (1 .in )
12

Where:

monthly avoidod capital cost component of ca
Facility sta

nts to be made
arly as seven years prior to
f the statewide avoided unit, in

cwatt per month;

ip = annual escalation rate associated with the plant cost of the statewide
avoided unit;
n = year for which early capacity payments to a Qualifying Facility are
made; - - — —
Where: ';‘T;“l. )
TE (1 i)
1 {1 » r’)
AsF

(Continued on Page Nao. 3)

ISSUED BY: T. V. Raines, Jdr., Director, Rate Department

EFFECTIVE: JANUARY 26, 1988
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s RATE SCMNEDULE COG-2
APPENDIX A '
D OFFER CONTRACT RATE FOR PURCHASE OF FIRM CAPACITY AND ENERGY '
FROM QUALIFYING COGEMERATION AND SMALL POWER PRODUCTION FACILITIES
(QUALIFYING FACILITIES)
(Continuad from Page No. 2)

F = the cumulative present value of the avoided capital cost compaonent af
capacity payments which woutd have been made had capacity payments
commenced with the anticipated in-service date of the statewide avoided

unit;
r = annual discount rate, defined as the utility's incremental after tax
cost of capital; and (Continued on Page No. 3)

Calculation of Value of Deferral: (Continued)

t =, the term, in years, of the contract for the purchase of firm capacity commencing
prior to the in-service date of the statewide avoided unit, and commencing with
the vyear in which the Qualifying Facility etects to receive early capacity
payments.

Currently approved parameters applicable to the formulas above are found in Appendix B.

lculation of 12 Month Rolling Average Capacity Factor:

rsuant to FPSC Rule 295-17.083¢3)(a)(ii), F.A.C., and Order 13247, ODocket No. 830377
ifying Facility must maintain a 70X capacity factor in order to receive capacity
e purpose of th1s schedulo the capacity fn:tor of the nuatify|ng Facili

ided by the product of: (1) the maximum kilowatt capacity contragrGally committed
for delivery Qo the Company by the Qualifying Facility during the preceding months; and (2)
the sum of thd~total hours during the preceding 12 months less those h i
Company was unabliw _to accept energy and capacity deliveries from the alifying Facility. The
Company shall be r |1v.d of its obligation under FPSC Rule 25-37.082 F.A.C. to purchase
etectricity from a QualNfying Facility when purchases result in hi r costs to the Company than
without such purchases, where service to the Company's oth customers may be impaired by
such purchases. The Compark shall notify the Qualifying Fa ity(ies) as soon as possible or
practical, and the FPSC of the'problems leading to the need Aor such retief.

ouring the first 12 months in which
Qualifying Facility's capacity factor
hours delivered to the Company by the
performance criteria became applicable by t
which have transpired and in which deliveri
kilowatt capacity contractually committ
performed each month until enough mon
average capacity factor. pe

e 70% capacity fa€tor performance criteria is imposed, the
lated by dividing the sum of the kilowartt
Facility for the number of months since the
oduct of: (1) the number of hours in the months
re accepted by the Company; and (2) the maximum
alifying Facility. This calculation shall be
ired to calculate a true 12 month rolling

Surety Bond Requiressnts: g

FPSC Rule 25-17.083(3)(c)
Qualitying Faclli:y [ 7]

capacity ps 3

conditions o
financial healt
“Standard Of
repayment:

F.A.C., requires that when esrly ca ity payments are elected, the
provide a surety bond or squivalent assdcance of repayment of early
the aevent the Qualifying Facility is unabl to meet the terms and
ontract. Oepending on the nature of the Qualityimp Facility's operation,

and solvency, and i{ts ability ta meet the terms and condithqns of the Company's
r Contract" one of the following may constitute an equivaWgnt assurance of

te

)} Surety bond;
(2) Escrow;

(Continued on Page No. &)

ISSUED BY: T. MW, Raines, Jdr., Director, Rate Department

EFFECTIVE: JANUARY 24, 1988
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(6)

-
The Company will cooperate with each Qualifying Facility applying

determine

particular _-eaipects of the Qualifying Facility. The Company will endeavo
equiva Tt assurance of repayment which is in the best interests of both the Quali
th ompany's ratepayers,

ty Bond Requirements: (Continued)
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STAMDARD OFFER COMTRACT RATE FOR PURCHASE OF FIRM CAPACITY AND ENERGY

FROM QUALIFYING COGEMERATION AND SMALL POWER PRCOUCTIOM FACILITIES
(QUALIFYING FACILITIES)

(Continued from Page No. 3)

evocable letter of credit;
ed promise by municipal, county, of state governa to repay early capacity
payments “~ig the avent of default in conjunction with a gally binding commitment from
allowing the utility to levy a surch e on either the electric bills of

ctricity consuming facilities_or the constituent electric customers of
such government to as

that early i:j;;l:;fpcficnts are repaid; |
Unsecured promise by a pr ely owned Gualifying Facility to repay early capacity payments ‘
in the event of default in cofy i ith a legally binding commitment from the owner(s)
of the Qualifying Facility, company, and/or subsidiary companies allowing the
utility to levy » surcharge g the ele ic bills of the owner(s), parent company, and/or
subsidiary companies loca in Ftorida %o ure that early capacity payments are repaid;
or
Qther gusrlntee/ggcisgsblt to the Company.

the government's

arly capacity payments ta
required based on the
to accommodate. an
i Facility*and

the sxact form of an "equivalent assurance of repayment™ to
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ISSUED BTY:

EFFECTIVE:

T. ¥. Raines, Jr., Director, Rate Department

JANUARY 26, 1988
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1958
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
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CAPACITY PAYMENT RATE

1988
1989
1980
1991
1982
1893
1994
1895
1996
1897

1998

1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
201¢
2020
2021
2022

0coocooocoocoo

10.98/kW-Mo.
11.31/kW-Mo.
11.66/kW-Mo.
12.04/kW-Mo.

12.44/kW-Mo.

6.93/kW-Mo.
7.39/kW-Mo.

12.31/kKW-Mo.
13.08/kW-Mo.
13.89/kW-Mo.
14.76/KW-Mo.
15.68/kW-Mo.
16.66/kW-Mo.
17.70/kW-Mo.
18.81/kW-Mo.
19.99/kW-Mo.
21.24/kKW-Mo.
22.57/kKW-Mo.
23.98/kW-Mo.
25.48/kW-Mo.
27.08/kW-Mo.
28.77/kW-Mo.
30.58/kW-Mo.
32.50/kW-Mo.
34.53/KW-Mo.
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OFFICE OF THE COUNTY ATTORNEYS BisTRiCT |
221 MCKENZIE AVENUE RALPH BURGESS
BU;:Zi”:E:: o v * POST OFFICE BOX 70 DisTmCT 1
" e TR PANAMA CITY FLORIDA 32402 S RICHARD SELTZER
LES W BURKE TELEPHONE (904) 769-1414

DistaicT i
NEVIN J ZIMMERMAN TELECOPY (904) 784-0857

HAROLD T PHILLIPS
DistrRiCT IV

TOMMY LOFTIN
DisTmicT V

Fepruary 18, 1988

Florida Power Corporation

3201 30 - 4tn Street Soutn
P.O. Box 14042

St. Peterspurg, Florida 33733

Re: Security for Power Purchase Contract
Dear Sirs:

Please pe advised that as attorney for Bay County, it is our
opinion tnat the opoligations under tne Power Purchase Contract
entered into with Florida Power Corporation dated Fepruary 18,
1988, including the opbligation to repay early capacity payments
in the event of a default or a "puy-out,"” is part of tne "Cost of
Operation and Maintenance" of the solid waste and resource
recovery system as tnat teram is defined in the Indenture of Trust
entered into petween Bay County and Bay Bank and Trust Company
dated December 1, 1984, as amended.

Also, please pe advised that pursuant to the Trust Indenture, Bay
County has the ooligation to the pondholders to raise in each
fiscal year 100% of the Cost of Operation and Maintenance for
such fiscal year.

We acknowledge that this letter will become a part of the Contract
and that Florida Power Corporation is relying upon tne assurances
herein as peitégl inducement to accept the aiforesaid Contract.
Sincerely yours,
b<)€51’«b/\ ,’7 /EZD&A¢~QA/Lr¢~A\
Nevin J. Zimmerman

NJZ/mdg
cc: Mr. J.G. Keppeler

“For Public Service”
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APPENDIX E

NORMAL CAPACITY PAYMENTS
BEGINNING IN 1995
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31,
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31,
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31,
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31,

1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020

2021

16.04/kW-Mo.
17.06/KW-Mo.
18.14/kW-Mo.
19.29/kW-Mo.
20.51/kW-Mo.
21.81/kW-Mo.
23.19/kW-Mo.
24.65/kW-Mo.
26.22/kW—M0.:
27.88/kW—M0;
29.65/kW-Mo.
31.53/kW-Mo.
33.53/kw—Mo.
35.65/kW-Mo.
37.92/kW-Mo.
40.33/XW-Mo.
42.89/kW-Mo.
45.61/kW-Mo.
48.51/kW-Mo.
51.59/kW-Mo.
54.87/kW-Mo.
58.36/kW-Mo.
62.08/kW-Mo.
66.03/kW-Mo.
70.23/kW-Mo.
74.70/kW-Mo.

79.46/KW-Mo.



EXHIBIT C

CrrLcuLation GF CosT SAVINGS 10O
FLORIDA POWER’S CUSTOMERS FROM
AMENDMENT OF THE CURRENT AGREEMENT



Exhibit C

Bay County Early Termination Comparison
Based on PROSYM Analysis

Replacement

Existing Existing Modified and Modified
Year Capacity Energy Total Capacity Energy Added Costs Total Savings/(Cost)
2002 $2,483 $1,673 $4,156 $2,483 $1,673 $610 * $4,766 -$610
2003 $2,639 $1,693 $4,332 $2,639 $1,693 $4,332 $0
2004 $2,803 $1,783 $4,586 $2,803 $1,783 $4,586 $0
2005 $2,979 $1,245 $4,224 $2,979 $1,245 $4.224 30
2006 $3,165 $1,264 $4,429 $3,165 $1,264 34,429 $0
2007 $3,363 $1,283 $4,646 $2,567 $2,567 $2,079
2008 $3,575 $1,307 $4,882 $2,229 $2,229 $2,653
2009 $3,798 $1,323 $5,121 $2,539 $2,539 $2,582
2010 $4,036 $1,337 $5,373 $2,256 $2,256 $3,117
2011 $4,290 $1,350 $5,640 $2,487 $2,487 $3,153
2012 $4,569 $1,367 $5,936 $2,468 32,468 $3,468
2013 $1,377 $1,377 $2,623 $2,623 -$1,248
2014 $1,391 $1,391 $2,569 32,569 -$1,178
2015 $1,405 $1,405 - $2,680 $2,680 -$1,275
2016 $1,423 $1,423 $2,621 $2.621 -$1,198
2017 $1,433 $1,433 $2,742 $2,742 -$1,309
2018 $1,447 $1,447 $2,690 32,690 -$1,243
2019 $1,462 $1,462 $2,809 $2,809 -$1,347
2020 $1,481 $1,481 $2,792 $2,792 -$1,311
2021 $1,491 $1,491 $2,972 $2,972 -$1,481
2022 $1,506 $1,506 $2,859 $2,859 -$1,353
NPV @ 8.94% $4,367

* Denctes the added up front costs for 2002 of $610,000. Sum $3,501



