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CASB BJICJtOROOND 

In 1990, the Co~~~~:~ission identified a 500 megawatt (MW) 
pulverized coal unit with an in-aorvice date of January 1, 1996 as 
the statewide avoided unit tor purposes ot settinq pricea available 
through the etandard offer contract. Concurrently, the Commission 
set a 500 MW eubscription liDit for standard offer capacity 
designed to meet the identified statewide need. on June 18, 1990, 
cypress Enorgy Company (cyprosa) signed a standard offer contract 
(SOC) to supply 180 MW ot firm capacity and energy to Florida Power 
and Light Company (FPL) tor a thirty year torm. contracts 
exceeding tho 500 MW subscription limit wore rooeivud requiring the 
Commission to sot P statewide subscription queue. Nassau Power 
Company was awarded tho first 435 MW and cyproaa waa awarded tho 
remaining 65 MW. 

At the time the SOC was signed, cypress waa a wholly ovned 
subsidiary ot Hiaaion Energy Company (Mission), which is a wholly 
owned subs idiary of SCB Corp (Southern California tldlaon) . cypress 
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had contemplated a 180 MW coal unit at Medley, Florida in north 
central Dade County. cypress had to revi se its project, as a 
result ot the Co111111isaion 's decision on the atatewid.~ standard ott or 
subscription queue . Cypress beqan to evaluate gas turbine 
technoloqies to better match the 65 MW soc. 

In November 1992, PPL tiled. a petition for declaratory 
statement. It asked in part it it was the c ommission's intention 
that PPL purchase power from Cypr ess absent a nood or cost 
effectiveness determination and, if so, did the Commission affirm 
that the Cypress contract qualified tor coat recovery. Tho 
CoJUission, in Order No. PSC- 93- 0527- DS- EQ, 91'anted the petition 
tor declaratory s tatement on thia question. The Couiaaion, 
therefore, affirmed that PPL was obligated to purch3ae 65 KW trom 
Cypress beginning on January 1 , 1996 barring failure on cypress ' 
part to perform under tho terms and conditions of tho contract. 
The Commission also affirmed that payments associated with the SOC 
qualified tor coat recovery . 

Cypreas, as a result of PPL's petition tor declaratory 
statement, requested a delay in tho project ' s in-service date tor 
roaoon of force majeure on March 1, 1993. FPL responded, during 
1993, that the in- service date could be extended by up to one year, 
but not tor reason ot force majeure. No agreement was roecbed by 
tho parties on this issue, and it remains an issue of contention . 
cypress retains its right to pursue a claim ot force aajoure should 
tho settlellont agreement not be approved by the Coiii!Diasion. 

Cypress, as part of it~ project development offorta in tho 
early 1990s, began working with Stewart & Stevenson Services, Inc. 
(C&S) primarily as a potential equipment supplier, and operating 
and maintenance service operat or. In 1994, S&S took on the role of 
project facilitator. Duo to delays in project development, S&S was 
forced to consider fast trac.k projects which could be placed into 
service in time to meet the SOC ' s January 1, 1996 in-service date. 
S&S continued work to develop tho Medley site, and pursued other 
sitos which would allow Cypress to meet the requireaents of the 
soc. 

Metropolitan Dado County (County) aiqnod aqroomento, i n tho 
mid 1980s, to develop an initially separate coqeneration project (a 
27 MW natural gao-tired combustion tt.rbino) . The County • a Downtown 
Government Center facilities were to utilize the electricity and 
thermal energy provided by tho unit, herein referred to as tho 
Downtown Government cantor Facility (OGCP). Tho unit initially 
rocoivod cortii:J.c:ation tro111 t ho Podorol £norCJY Ro9ulatory 
commission aa a qualifying facility (QF). Tho ownership of the 
OGCF is rather involved. The County baa legal title to tho 
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building in which the electrical qenerati"9 equipaant ia located, 
the land on which tho building ia located, and the a .. ociatod 
ancillary equipment tor the gonoratinq unit. 

The actual electrical generating equipment for the OCCP was 
funded in part by equity rllisedl through a partnorsllip toraod by 
Winthrop Financial Corporation, callecS Florida E:nerqy Partners 
(PEP). PEP l eaaed the generating equiPl:lent to South Florida 
Cogeneration Asaociato. (SPCA) a partnarahip aade up of TEC 
Cogeneration, Inc., Thermo Electron Corporation, and Rolla-Royce 
:rnc. SFCA was to operate the DCCP tor the 16 year terD of tho 
lease ending in 2002. 

SFCA was obligated to make basic rent payments of 
approximately $5.3 million annually to FEP, undo.r the teraa of the 
lease agreement. SPCA also entered into an agreement with the 
County whereby the County would 111a.ke ita boat ettorta to talto the 
entire output tro111 tho DCCP. Our ing tho l ate 1980s and early 
1990s, the economic• of the DGCP worsened . SFCA vas unable to l:lake 
sufficient sales to cover ita oxpenaea. SFCA ultimately filed suit 
against tho County and FPL tor Dllegodly limiting tho ability of 
SFCA to sell the entire electrical output from tho DGCP. 

on Saptembor 9, 1994 the OCCF experienced a forced outage duo 
to a aajor turbine failure. Tl.e plant ceasocS operating and SPCA 
took action to suspend operations indefinitely. SFCA, bowovor, vas 
still obligated to make basic rent payment•, aa well as payments 
for insurance, nnd taxes. 

In early 1994, SFCA and the County signed a aottloment 
agreement ending the disputes ~tvoon the partioa. Tho agroomont 
provided for three initiatives aubjact t o approval by Dado county 
voter•. Those initiatives included the c reation of a Dade 
municipal electric utility which would havo sought wholesale 
wheeling from the OGCP to other cuunty facilities . PPL filed a 
petition to reaolvo a torritorial diapute with SFCA (Docket No . 
940546-EU) as a roault of the SPCA/County settlement agreement. 
Because of the forced outage and auapension of oparationa of tho 
DGCP, the Commission iaaued Order No. PSC-94-1509-PCO-EU granting 
SFCA ' s aotion to hold proceedings in aboyanco. Ultimately, Dade 
County votara d id not approve the initiati~ea. 

In 1ato 1994, s•s contacted SPCA as part of s•s•s efforts t o 
seek oxiating sites lo fast track the development of tho cyproaa 
project. s •s alao purouod existing aitea with Tropioana Products 
i n Bradenton and Fort Pierce, aa wall aa with Blooltbuater 
Corporation'• ~~on-planned entortainmont complex in northern Dado 
county . During the first halt of 1995, s•s began to tocua on the 
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OCCP ae a potential exhtinq facility which ooulc2 be developed in 
a ta.11t track mcxle to meet the January 1, 1 996 in-•ervice date ot 
tho soc. s's ultimately acquired tull equity i nterest in Cypress 
allowing s's decision making author i ty for the development ot the 
project. 

s's and SPCA developed a plan to repair the exi~tinq DGCF, and 
install teDporary generating equipment to moat the January 1, 1996 

in-s(\rvice date and eloot:-ical output roqllir-ents ot the soc. 
Permanent generating equipment would ba installed later to meet the 
lon~-term requiroaente ot the soc. Given this proj~ct plan, S'S 

and SPCA agreed to pursue sett.&.oment ot the SOC with FPL. It 
settlement of tho soc did not come to !ruition, s's and SPCA agreed 
to puraue development ot the expanded DGCP. In addition, t'lo 
agreement between s's and SFCA provided that SPCA would negotiate 
with FPL regarding settlement of the SOC. 

In the aWIII:Ier ot 1995, SFCA began negotiations with FPL. The 
proposal to mcxlity and expand the DGCF was prese.nted. FPL and 
SFCA, ultimately agreed to a aottlomont of tbo soc, which was 
oignod February 12, 1996. The agreement provides for PPL to pay 
Cyprosa through 2002, a t otal a.mount lea a than FPL would have under 
tho terma ot tho soc. The agreement also delays the Janua.ry 1, 
1996 in-service date ot the SOC pending the Commission'• decision 
on the settlement agree111ent. On February 15, 1996, PPL tiled ita 
peti tion tor approval ot the agroomcnt and tor recovery of th~a 

aseociated ooata ot tho settlement agreement through the capacity 
c~st recovery, and the tuol and purchased power coat recovory 
c lauaec. 

- 4 -



• 
OOCXET NOS. 96018Z-EQ, 94054~-EU 
.JUNE 13 I 1996 

DI8C088IOH Ol I88018 

• 
I88QI 11 Should tho Commiaaion approve the aettlemont agreement 
tor Florida Power and Light company to buy out tho cypreaa Energy 
Company standard Ottor contract? 

s r;co)(MmmA'l'IOHt Yes . coats auociatod vith tho sottlcmont botweon 
FPL and Cypresa ahoul<l bo recovered pursuant to stat!' o 
recommendation in issue two . However, in the event PPL exorciseo 
ito option to purchase tho existing Downtown Government Facility 
unit, the recovery ot any aaaociated costa, or inolueion in rate 
baso ot the purchase IUDount should be subject to approval in a 
separately docketed proceeding. (FUTRELL, McNULTY, BREMAN, HERTA] 

8nn NfN.X8I8 t In analyzing the -ttlement agreement between ::'PL 
and Cypress, stat! conaiderod whether tho project could be brought 
into service at tb~ orJginally contemplated eite at Hedley. Staff 
also analyEed whether tho moditiod and expanded DGCP aa proposed, 
waG a viable project . If in tact it appeared that thil project was 
viable, then it would form a loqitb1ate basis tor PPL t o consider 
and ultimately buy out tho soc. It the propoood projoot did not 
appear to be viable, then tho SOC would be in default it Cyprcos 
did not moot the in-service date. 

Staff also analyzed whether PPL'a ratepayers are paying 
oxcoaaively t or thia aettlemont. To that end, ataft analyzed the 
extent to which PPL' s payments are for the reimburaeaent o f ac tual 
costs. 

YIAVILU'Y 07 1J11 KIJ)LU 8ITI 

Aa discussed in tho caae Background, Medley was the original 
location contemplated by Cypress . Development at this site, 
however, stalled and the tooua ohittod to tho DGCP. It appears 
Cypress and S&S retained the option ot developing tho project at 
MocHoy. 'J'be capability to alto a plant at the Hodloy location 
exists. This would require site development work, ao woll as air, 
water, and construction permitting. However, time is a relevant 
factor. S'S llaa represo.ntad that in order to develop the proj>lo t 
at this site, it would have to now pursue the force majeuro claim 
in order to extend tile in-aorvice date of the soc. 

JIAQILifX Or fBI 10QTR lLQBXQA CQOEKIBATIOF aBIOQI&fEI 8ITI 

In order to Doet the January 1, 1996 in-service date, s's and 
SFCA deviaed o p hoaod approach to modify ond expand the OCCP. 
Phase one, which inc luded the rcopair ot the oxistinq unit ~:nd 
installation ot a temporary unit, would have begun i n September 
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1995. It appears that repairs to tho existing 27 MW unit could 
have been completed in a short timo-treme. After the September 
1994 forced outage, the turbine was removed and tepairad ott-site. 
The turbine was returned to the facilit y ava1lable to bo re
installed. S&S also pr opo11ed to install a temporary Coneral 
Electric LM 2500 gas turbine to provide 22 MW. It appears phaso 
one could !lave boon completed in time to moat the January 1, HIQ6 

i n-service date ot tho SOC . 

Phase t wo would include the installation ot a Ganoral Electric 
LM 6000 gas turbine which would provide 65 MW. Under this plan the 
LM 2500 would be removed, and the existing unit at tho DCCP would 
be oporatod to moat peak requirements and to act as backup to the 
LM 6000 . Phase two would have como into scarvice in June 19!:6 
according to the plans ot S&S and SPCA. 

Air permitting tor the first phase has in tact been qranted by 
the DepartDent rt Environmental Protection. Per.ittinq ettcrta f .:>r 
phase two wer e underway prior to settlement. It was anticipated 
that phase two permitting would have been granted. staff elso 
analyzed provisions tor tuol roquiromonts tor tho modified and 
expanded DOC!". S&S provided staff with agreements with Peoples Gao 
System to provide autticie.nt natural gas tor the proposed project. 

Staff reviewed tho feasibility study prepared by S&S end SPCA, 
and presented to FPL during settlement negotiations. This study 
indicates that development of tho modified and expanded OGCP would 
be financially viable tor both s&s and SFCA given the revenue which 
would heve been derived from tho soc. As a stand alone project, 
the internal rate of return ( IRR) or the proposed OGCP is 18.84 
percent. SPC~ represented to staff that in order tor this project 
to be feasible, a minimum IR."l ot 15 percent would have to be 
forecast. The financial analysis provid&d considers only those 
costs that are prospective. Substantial sunk costa are associated 
with the site, including prior ront payments made by SPCA (total 
sunk costs were estimated to be $30 to $35 million). Both SPCA and 
S&S agreed to share all prospective costs tor projeot development 
and rovonuo from tho SOC on a titty/titty bOsia. It the settlement 
agreement vas not proposed, steff believes that both SPCA and S&S 
would have tinancial incentive to pursue development of tho planned 
OGCF. 

The extensive discovery rosponoes pro\idod have led start to 
believe that the proposed modification and expansion ot the OCCP 
was viable. In addition, it appears the project would heve been 
financially vi&ble to S&S and SPCA. Staff bolfovoa, tborotoro that 
FPL entered into settlement negotiations facing a viable project 
which c ould have met the requirements ot the soc. 
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COST IIUBCTIDlP!88 Of THII SU'fLJI!)(I!lf'f A!lBI!QI!lfT 

The settlement aqreOJUont require& PPL to pay Cypress $39.2 

million in order to buyout the soc. FPL states in ita petition 
that approvinq this aettl-ent w.1ll ruu.lt in estimated aavinqs to 
its ratepayers o! $ 4q . 8 million. This amount was cal culated by 
tirst comparing the total revenue requb:emonta ot tvo c:epecity
addition scenario9 : 1 ) capacity additions as reflected in the 1995 

PPL Ten Year Site Plan (tho TYSP s cenario), which exc ludes tho soc; 
and 2) capacity additions which would tako place i! the soc were to 
remain in e!!eot (tho soc scenario) Accordinq to PPL's analysis, 
the revenue r equirements associated with the TYSP scenario is $89.0 

million less (in preae.nt value terms) than tho revenue r equhouonta 
associated with the soc scenario. 

Secondly, deductinq the $39.2 mi llion neqotiatod soc buyout 
amount !rom tho $89 .0 million r evenue raqui ro=onts aavinqa , rosulte 
in a net aavinqa o! $49.8 million. Thus FPL'a ratepayers would bo 

estimated t o benefit by t his amount as a result of the settlement 
aqreoment. 

Stat! reviewed PPL's filing and discovery reaponses to 
determine whether tho sottl ouent at;Jroement is cost o!!octivo !r-'11 
the perspective o! tho Company and its ratepayer~. To do this, 
stat! evaluated the roasonableneaa o! the esti&ated $89.0 million 
revenue re~~iremonts di!!orontial and tho proposed $39.2 million 
buyout amount. 

Reaaon&bl.neaa o! the eatiaated revenue requireaonta differential 

Staff evaluated tho reasonableness o! the estiaatod $89 . 0 

million r evenue requirements di.!!erontial betwnen FPL's scenario 
analyses. Tho higher tixod costa d&sociatod with tho SOC ' s coal 
based capacity payments included in the soc scenario compared to 
tho i ncremental combined cycle fixed costa in the TYSP scenario is 
the primary driver ot the $89 . 0 million dit!or~ntial. 

Tho TYSP scenario does not include tho 65 KW !rom Cypress. 
This scenario identities PPL' s next unit addition as Martin Unit 5, 
a 42 3 MW c:ombino(l- Qyclo unit, in 2004 . In contrast , tho soc 
scenario includes ~1e 65 MW !rom cypreaa boqinni ng i n 1996 . Au 

stated previously , this pricing o! thi• capacity is baaed upon a 
pulverized coal unit. Despite the i nclusion ot the cypress 
capacity in 1996, FPL's next unJt addition in the SOC scenario 
remained Martin Unit 5 in 2004. Ita capacity ia rated at 358 KW, 

or 65 KW leas t han tho capacity identified i n the TYSP soonario. 
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The fixed costs ot the soc scenario are $167 million higher 

than the TYSP scenario, as shown in Attachaent A to this 
roco=mendation. This attachment is a copy o t FPL ' s comparis~n or 
the incremental revenue requirements under tho SOC and TYSP 
scenarios. The capacity paymonto associated with cypress contract 
are based on a pulverized coal unit which are qrctotor than tho 
incremental capacity coats of Martin Unit 5, a combined-cycle unit. 

In addition, the soc scenario's fuel costa are $78.0 million 
lower than the TYSP scenario ' s fuel costa. This di!teronti~t can 
be primarily attributed to PPL' s average replacnment tuQl cost in 
the TYSP scenario, which exceeds tho coal-baaed cost of the s oc 
which is included in the soc aconario . 

By settling the SOC, FPL would be estimated to save its 
ratepayers $167 million in fixed costs, but woul~ be est!aated to 
cost ita ratepayers $78. o million in tuol expenses. The nat or 
these two differentials, $89.0 million, is the revenue requirements 
differential which ultimately loads to the estimated savings tor 
FPL ' o ratepayers. 

Staft beliovoo FPL 's estimated $89 . 0 million r ovonua 
r aquirementa difterontial may be understated tor two reasons. 
First, PPL's fuel price forecasts for natural gas, light oil and 
heavy oil appear high. In this coso, the otfect ot overstating 
tuture fuel prices is a conservative estimate or total savings. 
Fuel savings do not occur with tho cypress Settlement because FPL's 
average replacement fuel prices oro higher than the fuel prices 
which would be paid through the soc. An analyaia of FPL ' s system 
dispatch usinq reduced fuel price forecasts would show a decrease 
in system fuel expenses, especially in tho TYSP scenario. This 
suqgests that there may be more total fuel savings than indicated 
in Attachment A. 

Secondly, FPL' s tixed cost estimates in tho soc scenario 
appear to be low, thereby undorstatinq fixed cost aavinqs. Tho soc 
scenario assumes that Martin Unit 5 is scaled down by 65 MW, as a 
result ot the inclusion of the Cypress capacity . Staff believes 
that tho soc scenario understates true fixed costs vhen, in all 
probability, FPL would tully build oyt ~artin Unit 5 to 423 KW. 
This ia because generation units typically come in discrete sizes, 
and cannot be slightly moditioCl to oxactl:t match an identified 
megawatt need. 

Therefore, based on both fuol and fixed costs conai4orationa, 
start believes that F~L's estimated $89.0 million 4iftoronce in 
revenue requirements associated with tho SOC and TYSP scenarios may 
be understated. 
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Reaaonah1ell-8 or t be Cypreaa Bnerqy Buyou t boUDt 

Stott evaluated tho reasonablaness ot tho $39 . 2 mi.llion buyout 
proposal . Tho settlement agreement provides that FPL will pay 
Cypress a one- time "Initial Payment" ot $6 . 0 million in 1996. In 
addition, PPL will ma.ko "Progress Payments" ot $5.4 million per 
year and rMaintonance, Taxes, and Insurance Payments" ot $0.7 
million per year to cypress from 1996 through 2002. The total of 
these payments on a not present value basia ia $39.2 million. 

Staff reviewed the Agreement to Distribute Funds aiqned 
February 12, 1996, by S&S, Cypress, and SFCA. This agroemant 
provides that S&S will receive $4.52 million and SFCA will receive 
that balance ($1.48 million) of the initial $6.0 million payment 
from FPL. The agreement further provides that SPCA shall recoi~o 
the balance of tho payments from FPL. 

In order to determine the roaaonableneaa of the settlement 
amount, Staff analyzed tho extent to which the settlement amount is 
co&t-basad. Regardleaa of tho Couission•a decision on this 
settlement agreement, SFCA is obligated to continue ma~inq rent 
payments of $5.3 million annually through 2002 to the OCCF'a lease 
bolder PEP. Tho aettlomant agraemant and the diaburaoment 
agreement clearly show that the "Progress Paymonta" will cover only 
tho amount that SPCA ia obligated to pay under its loaae agreement. 

The operating elCpensea aoaociated with tho OGCF (including 
maintenance, real estate taxes, and insurance) are ea~matod to be 
$0.7 million as shown in the settlement agreement. In addition, 
any deviation between actual operating elCpensoa and the estimated 
elCpenae of $0 . 7 million is subject to subsequent audit and true-up 
based on certain time-initiatad audit restrictions . Thus, the 
Progress Payments and the Maintonanca, Taxes, and Insurance 
Payments ae shown above are, by definition, coat-baaed according to 
tho settlement agreement. 

The only other payment i ncluded in the Settlement io the $6.0 
aillion Initial Payment. Tho braakdown of payments provided i n the 
d i sbursement agreement is provided above. It should be noted, 
however, that S'S'a share ($4 .52 million) will be split one-halt 
with Hiaaion as part or tho arr angement whereby S&S gained full 
interest in Cypreaa. This share or tho settlement aaount covers 
coats incurred in developing the Cypress Project at tho DCCF and at 
other sitos ln Florida. It also provides S'S with what baa been 
represented to be "a reasonable profit" . Finally, SPCA 1 • share 
($1.48 million) covers coste incurred in tho dovelopmor.t ot tho 
OCCP'. 
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A leqitiaate queetion could be raiaed aa to why SPCA and s's 

agreed to aettle with PPL, when the aoc:Utied and expanded DCCI' waa 
projected to produce an IRR ot 18. 84 percent. SPC~ ia obligated t o 
tuHill ita lease obliqation ot $5.4 million pek· year through 2002 
req rdloaa ot tho Collllllission's dec ision on the aattl&ment 
agreament. s's has incurred substantial costa in ac:quirinq control 
ot cypreas, and in project development t o tulfill the soc. Tho 
site ot the propoaod project, the DCCF, ia controlled by SFCA. 
SFCA alao neqotiated directly with FPL purauant t o aqre ... nt with 
s , s. s,s, thareLore, waa in a poaition to either agree to the 
settluont ne9otiated by FPL and SFCA, or pursue the force aajeure 
claim and if aucceaaful, develop the Medley aite. It arpeara that 
comparinq the certainty of the settlem.ent aqrooment. voraua tho 
relative uncertainty aasociated vith developing DCCP project, SFCA 
and S' S made a reasonable business decision in aqreeinq to the 
settlement. 

All parties havo attested t o the tact that the proposed 
settlement involved long and dif ficult negotiation•. It appears 
that FPL'a payments associated with negotiated aettlemont, with 
small exception, reimburse direct costs ot tho partioa. Staff 
therefore believes FPL ' s ratepayers will not pay tor excessive. 
pro!its, and that tho total settluent amount is reasonable. 

81TfLZKIKT Of LITIQATIOM 

The aettluent aqro8lllent also provides t or a mutual release of 
all claima which would end litigation between the parties to tho 
agreement, includinq Commission D~cket No. 940546-EU. SFCA 
commenced an antitruat proceeding against FPL in 1988 in diatric t 
court (No. 88-2145- Civ-AtXina) . The court denied FPL ' s motion t or 
sumaary judgement in 1994. FPL tiled a n interlocutory appeal in 
the Eleventh circuit in 1994 (No. 94-4323). The court reversed and 
rOAanded tho district court ' s deciaion on Karch 6, 1996. SFCA 
filed a petition aooking a rahoaring on ~no which ie pending. 

Aa mentioned previously, FPL tiled a petition to reeolv~ a 
territorial dispute with the Cocuaiasi on in Hay 1994 (Docket No. 
940546-EU) . TllU docket is curro.ntly being held in abeyance. See 
isauo throe r09arding a taft ' • roc01111aandation for cloaing thi :J 

docket . Alao, a proceeding at the Federal Enerqy Regulatory 
Commiaaion to deterlline whether the OCCF 111et the require111enu t or 
QF statue in the yeare 1987-91 ia currently on appeal. In 
accordance vith the Mutual Release of All Claime, Exhioit B to tho 
settlement agreement, approval of the settlonent agreement ehould 
ottoctively ond exieting 11tiqotion betwoon the portiee. 

- 10 -



• 
DOCKET NOS . 960182-EQ, 940546-EU 
JUNE 13, 1996 

lVTQBI 8ATI BMI Il(lAC'TS 

• 
The settlement aqreement also provides PPL with certain rights 

which it could exercise in the future. Specifically, PPL hat the 
option, prior to the end ot 2002, to require SFCA to exercise ita 
purchase option ot tho DGCF under the term~~ of ita lease agreament 
Hith F£P 1 a.ncl to then aaeiqn title to FPL. PPL vould poy ooota 
•thich would not exceed the fair marJo;et value of the DGCF. 

Staff would recommend that approval of the set~lement 

aqroemont not give PPL approval to purchase the OGCF and include 
the purchase amount in rate base. The aettl-ent aqre-ent dooa 
not provide a basis for the calculation of the fair market value of 
the DGCF. Staff believes that it PPL exercises this opt ion, it 
should petition the Commission tor approval tor inclusion of the 
purchase amount in its ratobase. The prudency of the purchase will 
be r eviewed at that time. 

SQHKMX 

I t appears that in the summer of 1995, FPL was presented with 
a tochnically and fJ.nanoially viable project vhioh could have mot 
the requirements of tho s oc. FPL apparently negotiated in a 
reasonable manner such that ita ratepayers should realize 
approximately $50 million in savings. The coats associated with 
the s ettlement appear to reimburse tho parties direct costs and are 
appropriate. Staff believes that tho Commission should approve tho 
sett l ement aqreement between FPL and cypress. 
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DOCKET NOS. 960182-EQ, 940546-EV 
Jl1NE 13 I 1996 

• 
I880I 2' How should Florida Powar ancs Liqht Company rocovor 
exponsea associated with the aettloment aqreement to buy out tho 
Cypress Enerqy Company Standard Otter Contract? 

BBCOHMQPMIOHl It approved, 42 percent ot the actual annual 
settlement agreement payments should be rocovorod through tho Fuel 
and Purcbaued Power Coat Recovery clause, and 58 porcont ahould bo 
recovered through the Capacity Cost Recovery clause. (BREMAN, 
DRAPER] 

8TAlf AK&LXBISl Tho settlement aqreement payments are neqotiatod 
amounts and are not separated into tuel or capacity. This 
necessitates a roaeonablo and tair method to allocate tho 
settlement agroamont payments to oach rato class lor ro..:ovory 
purposes, assuming Commission approval. 

An easy method would bo to allow recovery ot the aottleaont 
agreement payments through just one ot the clauaos . This method, 
however, would result in inequities in coat allocation. 

Fuel costs are allocated to customer classes baaed on their 
relative energy (kwh) consumption. Theretoro, allocating recovery 
only through the tuel clause w~uld result in commeroial/induatriol 
customers paying more ot the coat relative to ruidential (RS) 
customers. Capacity coats, on the other banes, are allocated t o 
customer claaaaa baaed on their contribution to peak XW dcaand. 
Since RS customers contribute relatively more to peak CSomand than 
commercial/industrial customers, allocating recovery through the 
capacity clause would untat.rly burCSon the R8 claaa. Thorotore, 
assigning all recovery to 1uat one clause ia not a fair and 
equitable method tor allocat on of costa to customer claaaoa. 

Tho soc provides tho means to allocate recove.ry Jn a fair and 
reasonable manner. Had the contract remained in place, on average, 
42 percent ot the total contract payments for the years 1996-2002 
would have been for tuol and 58 percent for capacity. Thorotore, 
ctatt believes, that a fair allocation ot tho settlement agreement 
payments can be made by assigning 42 perc.ant to be recoverud 
through the Fuel and Purchased Power Cost Recovery clause and 58 
parcont to bo r acovorod throuqh tho capacity Coat Recovery clauao. 
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DOCKET NOS. 960182-EQ, 940546-EU 
JUNE 13 I 199(; 

• 
18801 31 Should Docket No. 940546-EU bo closed? 

BICOKKBNPaTtONJ Yes . It the Commiasion approves 1asue one, then 
the territorial dispute which ia tho subject of Docket No. 940546-
EU is moot. 

STAll AM)LXBIII Attochod to the settlement a;reem9nt ie Exhibit B 
titled Mutual Bel81Sse of All Claims. This documGnt addreases 
sottl0111ent ot all litigation amonq the parties ehould the 
commission approve FPL ' e petition to buy out the Cypress Enorqy 
Company standard otter Contract . Docket No. 940546-BU addresses a 
territorial diapute botweon PPL, SPCA and Dade county. Co11111isaion 
approval of tho buy out of the Cypreaa Enarqy Company Standard 
Offer contract would moot this diaputo. It tno Settlement 
Agreement is approved, the iasues i n Docket 940546-EU woula becomo 
moot as a result of the Commission ' s decision. When tho PAA Ordo~ 
issued in those dockets becomes final in both docketa, Docket No. 
940546-EU should be closed . 

18801 t 1 Should Docket No. 960182-EQ be closed? 

BICOtGSEJD)A'l'IOII Yea. If no peraon vhose substantial interaats aro 
affected by the Commission ' s proposed agency action timely t iles e 
protest within twenty-one days this docket should be closed. 

BTl\ll 1\DLXBIBI If no parson whose substantial interests aro 
affected tiles a timely requoat !or a Section 120. 57, Florida 
Statutaa, hearing vithin tvonty-ono days, no further action vill be 

required and this docket should be closed. 
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IRP 94 • Bue CUe IRP 94 • W/Miulon lRP H • Oltlwence 
(Nomlnai$.UIIllona) 1HocnlnalUIIUions) (NocnlnalS,IIiii!Mlt) 

(1) (2) (3) (4) (S) (6) (7) {8) (t.S) (2~1 (H) (4-8) 
y.., Axed Fuel Vllt.ble Tolal Axed Fuel Variable To,l Fixed Fuel Vlllilble Tout 
1998 0 1,382 0 1.382 12 1.378 0 1,390 · 12 4 0 .a 
1997 0 1.464 0 1,464 12 1,459 0 1,471 · 12 5 0 ·7 
1998 3 1 1,458 10 1,497 44 1,451 10 1,505 · 13 5 0 .a 
1999 32 1.56\ 10 1.603 45 1,555 10 1,610 ·13 6 0 ·7 
2000 31 1,872 II \ ,714 46 1,666 11 1.723 · IS 6 0 ·9 
2001 32 1,859 10 1.901 48 1,851 10 1.909 · 16 8 0 -8 • 2002 32 2.024 10 2.066 48 2,015 10 2,013 ·16 9 0 ·7 
2003 33 2.242 10 2.285 50 2.232 10 2.292 ·17 10 0 ·7 
2004 108 2,429 II 2,548 115 2,424 11 2.550 ·1 5 0 ·2 
2005 168 2,659 12 2.839 · \76 2 ,846 12 2.834 ·8 13 0 5 

I 2006 429 2,762 21 3,212 439 2.755 21 3,215 · 10 7 0 -3 ... 2007 719 2,863 32 3,614 729 2.857 32 3,618 · 10 6 0 .... ~ 

I 2008 701 3,158 33 3,892 713 3.152 33 3,898 · 12 6 0 -6 
2009 683 3.439 34 4 ,156 697 3,422 34 4,153 · 14 17 0 3 
2010 1,330 3,514 55 4 ,899 1,345 3,507 !>5 4,907 ·15 7 0 -8 
2011 1,642 3,865 68 5,575 1,658 3.859 68 5.585 · 16 6 0 · 10 
2012 1,599 4,194 70 5,883 1,618 4,186 70 5.874 ·19 8 0 ·11 
2013 1,926 4,184 83 6 ,173 1,946 4,158 83 6,187 ·20 6 0 ·14 
2014 1,8n 4.347 86 6,310 1.898 4 ,341 66 6,325 ·21 6 0 · IS 
2015 1.828 4,SIO 89 8 ,427 1,851 4,503 89 6,«3 ·23 7 0 · 18 
2016 1,781 4,680 92 8,553 1,807 4,672 92 6,571 ·26 8 0 · 18 
2017 1,737 4.&49 95 6,681 1,764 4,840 95 6,699 ·27 9 0 · 18 
2018 1,694 5,038 99 6,831 1,724 5,029 99 6,852 -30 9 0 ·21 • 2019 1,653 5,285 102 7,040 1,685 S,27S 102 7,062 ·32 10 0 ·22 
2020 1,613 5,476 106 7,195 1,648 5,466 108 7,220 ·35 10 0 ·25 
2021 1,574 5,673 110 7 ;Mi7 1,611 5,662 110 7,383 -37 II 0 ·26 )" 

2022 1,536 5,675 114 7,52S 1,576 5,664 114 7,554 -40 II 0 ·29 ~ 
2023 1,499 6, 102 118 7,719 1,54 1 6 ,091 117 7,7-49 -42 II I -30 

)" 
n 

NPV( 11196$, IIUIIona) !i ~ 
6,256 27,954 306 33,616 5,423 27,876 306 33,605 · 167 78 0 ~ m 

4: 
o-3 

Find= lnciiH'IWIW c.p/UI, c.,.ccty INIYIMI1U. find O&M l> •• 
Fuel c Fuel ' 
V.,.,." V~ OAM 
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