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Case Background

Section 366.91(3), Florida Statutes (F.S.), requires that each investor-owned utility (IOU)
continuously offer to purchase capacity and energy from renewable energy generators. Rules 25-
17.200 through 25-17.310, Florida Administrative Code (F.A.C.), require each IOU to file with
the Commission by April 1 of each year a standard offer contract based on the next avoidable
generating unit or planned purchase. Florida Power & Light Company (FPL or Company) filed
its petition for approval of an amended standard offer contract on April 2, 2012.

The Commission has jurisdiction over this standard offer contract pursuant to Sections
366.04 through 366.06 and 366.91, F.S.
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Discussion of Issues

Issue 1: Should the Commission approve the standard offer contract and the associated
renewable energy tariff filed by Florida Power & Light Company?

Recommendation: Yes. The revised standard offer contract and related tariffs filed on April 2,
2012, comply with Rules 25-17.200 through 25-17.310, F.A.C. (Graves)

Staff Analysis: Because FPL is an IOU, Rule 25-17.250, F.A.C., requires it to continuously
make available a standard offer contract for the purchase of firm capacity and energy from
renewable generating facilities and small qualifying facilities with a design capacity of 100
kilowatts or less.

FPL’s 2011 standard offer contract, filed on April 1, 2011, was based on a 1,191
megawatt (MW) natural gas-fired combined cycle unit with an in-service date of June 1, 2016.
The Commission approved FPL’s 2011 standard offer contract on October 4, 2011.! On
November 21, 2011, FPL filed a petition seeking an affirmative determination of need for
modernization of its Port Everglades Energy Center with a proposed in-service date of June 1,
2016. The Port Everglades Energy Center (1,277 MW) represented FPL’s natural gas-fired
combined cycle unit, previously identified in its 2011 standard offer contract.

With the filing of the need determination, FPL’s next avoided unit changed and most of
the cost data in its 2011 standard offer contract had to be revised to reflect the new next avoided
unit. On November 28, 2011, FPL filed a revised 2011 standard offer contract which was based
on a 1,262 MW combined cycle unit at a greenfield site with an in-service date of June 1, 2021.
The Commission voted to approve FPL’s determination of need for the Port Everglades Energy
Center as well as the revised standard offer contract on March 27, 2012.2

FPL’s 2012 Ten-Year Site Plan (TYSP), filed with the Commission on April 2, 2012,
does not contain the aforementioned 2021 combined cycle unit or any other avoidable fossil
fueled generating unit. Pursuant to Rule 25-17.250(1), F.A.C., each investor-owned utility with
no planned generating unit identified in its Ten-Year Site Plan shall submit a standard offer
contract based on avoiding or deferring a planned purchase. Relying on updated analyses using
updated assumptions FPL determined that a need for additional capacity in 2021 remains,
however, the Company is currently assuming its 2021 need will be met with a one-year, 250
MW, power purchase agreement. Table 1 below, summarizes FPL’s recent standard offer
contract related filings.

Table 1: Summary of Recent Filings

Date Filed Date Approved
2011 Standard Offer Contract 4/1/2011 10/4/2011
PEEC Need Determination 11/21/2011 3/27/2012
2011 Revised Standard Offer Contract 11/28/2011 3/27/2012
2012 Standard Offer Contract 4/2/2012 -

! See Order No. PSC-1 1-0466-TRF-EQ, issued on October 13, 2011, in Docket No. 110091-EQ, In re: Petition for
approval of renewable energy tariff and standard offer contract by Florida Power & Light Company.

2 See Order No. PSC-12-0187-FOF-EL issued on April 9, 2012, in Docket No. 110309-El, In re: Petition to
determine need for modernization of Port Everglades Plant by Florida Power & Light Company.
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Following the one-year power purchase agreement the projected addition of Turkey Point
Nuclear Units 6 and 7 will provide an additional 1,110 MW of capacity in 2022 and 2023 thus
maintaining FPL’s 20 percent reserve margin. Subsequent to the addition of Turkey Point Units
6 and 7 FPL’s next avoidable fossil fuel-fired generating unit has a projected in-service date in
2025 which is beyond the ten-year planning horizon.

In its petition, FPL submitted a total of 5 revised tariff sheets, including 1 revised sheet of
FPL’s renewable standard offer contract and 4 revised sheets corresponding to FPL’s QS-2 rate
schedule. All of the revised sheets reflect changes associated with the planned purchase.
Beyond these revisions, all other terms, such as provisions for performance, payment, and
security are retained from the 2011 standard offer contract and related tariffs. The revised tariff
sheets filed by FPL are included in Attachment A, to this recommendation.

A renewable generator can elect to have no performance requirements and simply deliver
energy on an as-available basis. If the renewable generator commits to certain performance
requirements based on the planned purchase, including being online and delivering capacity by
the in-service date, it can receive a capacity payment under the proposed standard offer contract
or a separately negotiated contract. Because the planned purchase is for one year only, election
of a normal capacity payment would result in a capacity payment for only one year, and revenue
for all other years would be received based on as-available energy payments. This is illustrated
in Table 2 below. Staff would note that standard offer contracts often serve as a starting point
for negotiated contracts by providing information regarding payments.

To promote renewable generation, the Commission requires multiple options for capacity
payments. If a renewable generator elects to receive Normal or Levelized capacity payments, it
would receive those payments starting on the in-service date of the avoided planned purchase.

If Early or Early Levelized capacity payments are selected, those payments would begin
at an earlier date but tend to be less in the outer years as the net present value of payments must
remain the same. In addition, capacity payments greater than those made under the Normal
option require additional performance security from the renewable generator. Table 2 estimates
the annual payments that would be made to a renewable facility of 50 MW running at a 94
percent capacity factor, with an in-service date of 2012.
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Table 2 - Estimated Annual Payments to a 50 MW Renewable Facility (94% Capacity Factor)

Capacity Payment by Type ($000
i Cnergr Faymarit Normal Lpevel?;ed L . yEar(ly ) Early Levelized
2013 15,843 0 0 0 0
2014 16,530 0 0 0 0
2015 17,167 0 0 0 0
2016 19,906 0 0 0 0
2017 21,528 0 0 0 0
2018 23,234 0 0 0 0
2019 24,761 0 0 0 0
2020 27,753 0 0 191 223
2021 30,062 2114 252 197 223
2022 30,656 0 252 203 223
2023 30,895 0 252 209 223
2024 33,524 0 252 215 223
2025 34,578 0 252 222 223
2026 34,973 0 252 229 223
2027 35,996 0 252 235 223
2028 36,685 0 252 242 223
2029 35,930 0 252 250 223
2030 35,646 0 252 257 223
2031 35,804 0 252 265 223
2032 36,131 0 252 273 223
Total (2012 NPV) 269,567 1,122 1,122 1,122 1,122
Conclusion

The provisions of the 2012 standard offer contract and related tariffs conform to all
requirements of Rules 25-17.200 through 25-17.310, F.A.C. The standard offer contract
provides flexibility in the arrangements for payments so that a developer of renewable generation
may select the payment stream best suited to its financial needs. As such, staff believes the
revised standard offer contract and related tariffs filed on April 2, 2012, by FPL should be

approved.
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Issue 2: Should this docket be closed?

Recommendation: Yes. If the Commission approves staff’s recommendation to approve the
proposed standard offer contract and related tariffs submitted by FPL, and no person whose
substantial interests are affected requests a hearing to address this matter, then Docket No.
120072-EG should be closed, and the standard offer contracts and related tariffs submitted by
FPL should be effective as of the date of the Commission’s vote. If a protest is filed within 21
days of the issuance of the Commission’s Order, the tariffs should remain in effect pending
resolution of the protest. Potential signatories to the standard offer contract should be aware that
FPL’s tariffs and standard offer contracts may be subject to a request for hearing, and if a hearing
is held, may be subsequently revised. (Robinson)

Staff Analysis: If the Commission approves staff’s recommendation to approve the proposed
standard offer contract and related tariffs submitted by FPL, and no person whose substantial
interests are affected requests a hearing to address this matter, then Docket No. 120072-EG
should be closed, and the standard offer contracts and related tariffs submitted by FPL should be
effective as of the date of the Commission’s vote. If a protest is filed within 21 days of the
issuance of the Commission’s Order, the tariffs should remain in effect pending resolution of the
protest. Potential signatories to the standard offer contract should be aware that FPL’s tariffs and
standard offer contracts may be subject to a request for hearing, and if a hearing is held, may be
subsequently revised.
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If the QS is a REF, the QS shall, on an anmual basis and within thirty (30) days after the anniversary date of this Contract
and on an annual basis thercafter for the term of this Contract, deliver to FPL a report certified by an officer of the QS:
(i) stating the type and amount of each source of fuel or power ussd by the QS to produce energy during the twelve
month period prior to the anniversary date (the “Contract Year”); and (ii) verifying that one hundred percent (100%) of
all energy sold by the QS to FPL during the Contract Year complies with Sections 1(a) and (b) of this Contract.

If the QS is a REF, the QS represents and warrants that the Facility meets the renewable energy requirements of Section
366.91(2)(a) and (b), Florida Statutes, and FPSC Rules 25-17.210(1) and (2),F.A.C., and that the QS shall continue to
meet such requirements throughout the term of this Contract. FPL shall have the right at all times to inspect the Facility
and to examine any books, ds, or other d of the QS that FPL deems necessary to verify that the Facility
meets such requircments.

The Facility (i) has been certified or has self-certificd as a “qualifying facility”™ p to the Regulations of the Federal
Energy Regulatory Commission (“FERC™), or (ii) has been certified by the FPSC as a “qualifying facility™ pursusnt to
Rule 25-17.080(1). A QS that is a qualifying facility with a design capacity of less than 100 KW shall maintain the
“qualifying status™ of the Facility throughout the tenm of this Contract. FPL shall have the right at all times to inspect
the Facility and to examine any books and ds or other d of the Facility that FPL deems necessary to verify
the Facility's qualifying status. On or before March 31 of each year during the term of this Contract, the QS shall
provide to FPL a certificate signed by an officer of the QS certifying that the Facility has continuously maintained
qualifying status.

2, Term of Contract

Except as otherwise provided herein, this Contract shall b effective i diately upon its tion by the Parties and shall
have the termination date stated in Appendix E, unless terminated carlier in accordance with the provisions hereof. Notwithstanding the
foregoing, if the Capacity Delivery Date (as defined in Section 5.5) of the Facility is not accomplished by the QS before June 1, 2021, or
such later date as may be permitted by FPL pursuant to Section 5 of this Contract, FPL will be permitted to terminate this Contract consistent
with the terms herein without further obligations, duties or liability to the QS.

3. Mintmum Specifications
Following are the minimum specifications pertaining to this Contract:

L The avoided unit (“Avoided Unit™) on which this Contract is based is a 262250 MW eombined-eycle-upitplapned
purchase.

2, This offer shall expire on April 1, 20422013.

3. The date by which firm capacity and energy deliveries from the QS to FPL shall commence is June 1, 2021 (or such later
date as may be permitted by FPL pursuant to Section 5 of this contract) unless the QS chooses a capacity payment option that provides for
carly capacity payments pursuant to the terms of this contract.

4. The period of time over which firm capacity and energy shall be delivered from the QS to FPL is as specified in
Appendix E; provided, such period shall be no less than a minimum of ten (10) years after the in-service date of the Avoided Unit.

5. The following are the minimum performance standards for the delivery of firm capacity and energy by the QS to qualify
for full capacity pay under this C :

On Peak * All Hours
Availability 94.0% 94.0%

* QS Performance and On Peak hours shall be as measured and/or described in FPL’s Rate Schedule QS-2 attached hereto as Appendix A

{Comtinued on Sheet No. 9.033)

Issued by: S. E. Romig, Director, Rates and Tariffs
| Effective: Mareh2%43043
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R

Firm Capacity and Energy are purchased at a unit cost, in dollars per kilowatt per month and cents per kilowatt-hour,
respectively, based on the value-of deferring-additional-capacity required by the Company. For the purpose of this Schedule, an
Avonded Umt has bem desngnned by the Company ‘l‘he Company‘s Avoxdcd Umt has been ldentlf ed as a 1262250 MW

. Appendix I to this

Schedule dcsmbes the meﬂ:odology used to ealculm payment scbedules, apphcable to the Compmy's Sl:mdani Offer Contract
filed and approved pursuant to Section 366.91, Florida Statutes and to FPSC Rules 25-17.082 through 25-17.091, F.A.C and 25-
17.200 through 25-17.310, F.A.C.

A

Finn Capacitv Rates

Options A through E are available for payment of firm capacity which is produced by a QS and dclivered to the
Company. Once selected, an option shall remain in effect for the term of the Standard Offer Contract with the
Company. A payment schedule, for the normal payment option as shown below, contains the monthly rate per
kilowait of Firm Capacity which the QS has contractually committed to deliver to the Company and is based on a
contract term which extends ten (10) years beyond June 1, 2021. Payment schedules for other contract terms, as
specified in Appendix E, will be made available to any QS upon request and may be calculated based upon the
methodologies described in Appendix I. The currently approved parameters used to calculate the following schedule
of payments are found in Appendix I to this Schedule.

Adinstment to Capacity Pavinent
The finm capacity rates will be adjusted to reflect the impact that the location of the QS will have on FPL system
reliability due to constraints imposed on the operation of FPL transmission tie lines.

Appendix Ifl1 shows, for illustration purposes, the factors that would be used to adjust the firm capacity rate for
different geographical areas. The actual adjustment would be determined on a case-by-case basis. The amount of such
adjustment, as well as a binding contract rate for firm capacity, shall be provided to the QS within sixty days of FPL
execution of the signed Standard Offer Contract.

QOotion A - Fixed Value of Deferral Pavmients - Normal Capacity

Paymem schedules under this opdon are based on the value of a yem—bryeaf—defeml—ef-the—@empmyismided
with an in-service date of June 1, 2021, as described in Appendix 1. Once this option is

selected, the current schedule of payments shall remain fixed and in effect throughout the term of the Standard Offer

Contract

EXAMPLE MONTHLY CAPACITY PAYMENT IN $)KW/MONTH
2021 COMBINED-CY¥CLE-AVOIDED- UMNTPOWER PURCHASE AGREEMENT (4:26225Q MW)
STANDARD OFFER CONTRACT AVOIDED CAPACITY PAYMENTS
FOR A CONTRACT TERM OF 10 YEARS

($/KW/MONTH)
Normal Payment
Contract Year Starting

06/01/2021

6/1/2021 5/31/2022 9:373.52
6/1/2022 5/31/2023 16:060.00
6/1/2023 5/31/2024 $6:360.00
6/1/2024 5/31/2025 16:670.00
6/1/2025 5/31/2026 10:980.00
6/1/2026 5/31/2027 340,00
6/1/2027 5/31/2028 H-640.00
6/1/2028 5/31/2029 +1:590.00
6/1/2029 5/31/2030 +2:340,00
6/1/2030 5/31/2031 270,00

(Continued on Sheet No. 10.302)

Issued by: S. E. Romig, Director, Rates and Tariffs
| Effective: Mareh27,2042
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(Continued from Sheet No. 10.303)

For any Dispatch Hour the firm energy rate shall be, on an hour-by-hour basis, the Company's Avoided Unit
Energy Cost. For any other period during which energy is delivered by the QS to FPL, the firm energy rate in
cents per kilowatt hour (¢/KWh) shall be the following on an hour-by-hour basis: the lesser of (a) the as-available
energy rate calculated by FPL in sccordance with FPSC Rule 25-17.0825, FAC, and FPL's Rate Schedule COG-1,
as they may each be amended from time to time and (b) the Company's Avoided Unit Energy Cost. The
Company’s Avolded Unit Energy Cost, in cents per kilowatt-hour (#/KWh) shall be defined as the product of: (a)
the fuel price in $/mmBTU as determined from gas prices published in Platts Inside FERC Gas Market Repont,
first of the month posting for Florida Gas Transmission Zone 3, plus all charges, surcharges and percentages that
are in effect from time to time for service under Guifstream Natural Gus System’s Rate Schedule FTS; and (b) an
average annual heat rate of 6;362]3,000 BTU per kilowatt hour; plus (c) an additional 0.109526095¢ per kllowatt
hour in mid 2021 dollars for variable operation and mainicnance expenses which will be escalated based on the
actual Producer Price Index. All energy purchases shall be adjusted for losses from the point of metering to the
Delivery Point. The caiculation of the Company's avoided energy cost reflects the delivery of energy from the
geographical area of the Company In which the Delivery Point of the QS is located.

Option D~ Fixed Firm Encrgy Pavinents Starting as ¢a g the In-pervice Date of the O acility

The calculation of payments to the QS for energy delivered to FPL may include an adjustment at the election of
the QS In order to implement the provislons of Rule 25-17.250 (6) (b), F.A.C. Subsequent to the determination of
full avoided cost and subject to the provisions of Rule 25-17.0832(3) (a) through (d), F.A.C,, a portion of the base
energy costs associated with the avoided unit, mutually agreed npon by the utility and renewable energy generator,
shall be fixed and amortized on a present value basis over the term of the contract starting, at the election of the
QS, as early as the in-service date of the QS. “Base energy costs assoclated with the avoided unit” means the
energy coats of the avoided unit to the extent the unit would have opersted. The portion of the base energy costs
mutually agreed to by the Company and the QS shall be specified in Appendix E. The Company will provide the
QS with a schedule of “Fixed Energy Payments” over the term of the Standard Offer Contract based on the
applicable information specified in Appendix E.

ESTIMATED AS-AVAILABLE ENERGY COST
For informational purposes only, the estimated incremental avoided energy costs for the next ten annual periods are as follows,
In addition, avoided energy cost payments will include 01095001 8¢/K Wh for variable operation and maintenance expenses.

Anplicable Period On-Peak ¢/ KWH  ON-Pesk ¢KWH  Average /KWH
204 5.8 551 568
2012 5.144.55 4:633.80 4:804,08
2013 4684,18 436368 436385
2014 454426 +243.90 4332402
2015 4-884,40 4:524.06 4644.17
2016 $:685,14 $-184,66 5:354.82
2017 614554 $:645,07 598
2018 6445.93 5.595,50 6:345,64
2019 6746.25 383,90 6:566,01
2020 754705 6:956.56 F454.72
2021 7:647.54 7467.18 FEL!
2022 7.81 726 745

A MW block size ranging from 58 MW 1o 65 MW has been used to calculate the estimated As-Available energy cost.

ESTIMATED UNIT EUEL COST
The estimated unit fuel costs listed below are associated with the Company's Avoided Unit and are based on current estimates
of the price of natural gas.

021

SMMBTU
2022 2023 2024 00 2025 2026 2047 0 028 0 2028 2030

934853 9879.16 1054981 +-4510.49 2371117 42-5311.41 42351162 43081182 3-3+12,04 43-4512.25

(Continued on Sheet No, 10.305)

Issued by: S. E. Romig, Director, Rates and Tariffs
Mareh-17, 2043

| Effective:
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(Contirmed from Sheet No. 10.305)

CHARGES TO ENERGY FACILITY
The QS shall be responsible for all applicable charges as currently approved or as they may be approved by the Florida Public
Service Commission, including, but not limited to:

A Customer Charees:
Monthly customer charges for meter reading, billing and other spplicable administrative costs as per applicable Customer Rate Schedule.

payment by the QS.
Wmﬂmwmmmnwmam
Company were involved.

interconnection facilities, The applicable percentages are as foilows:

Equipment Type Chargs

Metering Equipment 0218169%
Distribution Equipment 0.488202%
Transmission Equipment 0402111%

or for encrgy pursuant to the Fixed Finn Energy Payment Option D are not fully deductible when
<(?’@uiﬂdif)tional tax habllity), FPL mas bill the QS monthly for the costs, i.nchdmg carrying interest and/or &

appeal should be made through the strative or judicial process or both, and all subsequem decisions pertaining to
appeal (both substantive and procedural), shall rest exclusively with FPL.

(Continued on Sheet No. 10.307)

’I'he QS sha!i bevt}wcostteqmred for Jm\comemun, mc!u&ngthemetermg The QS shall have the option of (i) payment
in full for the interconnection costs including the time value of money during the construction of the interconnection
facilities and providing a Bond, Letter of Credit or comparable assurance of payment acceptable to the Company adequate to
cover the interconnection cost estimates, (i) payment of monthly invoices from the Company for actual costs progressively
incurred by the Company in installing the interconnection facilitics, or (iii) upon a showing of credit worthiness, making
squal monthly installment payments over a period no longer than thirty-six (36) months toward the full cost of
interconnection, In the latter case, the Company shall assess interest at the rate then prevailing for thirty (30) day highest
grade commercial paper, such rate to be specified by the Company thirty (30) days prior to the date of each installment

interconnection faciliies, These include () the Company’s inspections of the interconnection facilities and (b) maintenance
of any equipment beyond that which would be required to provide nonmal electric service to the QS if no sales to the

In lieu of payment for actual charges, ﬁ:eQSmnypayamomhlydmgeeqmlmapuumageoﬂbemmlbdmof&e

In the event FPL mes lisble for additional taxes, including interest and/or penalties arising from an Internal
Revenue Sctvncc s determinatlon, through audit, ruling or other authcmy that FPL's payments to the QS for capacity under

charges, interest
associated with the fact that all or a portion of these capacity payments arc not currently deductible for federal and/or state
income tax purposes. FPL, st its option, may offset these costs against amounts due the QS hereunder. These costs would
be calculated 50 as to place FPL in the same economic position in which it would have been if the entire carly, levelized or
early levelized capacity emsor the Fixed Firm Energy Payment had been deductible in m in which the
payments were made, If decides peal the Internal Revenue Service's determination, the as to wheﬂwﬁae

Issued by: S, E. Romig, Director, Rates and Tariffs
| Effective:
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APPENDIX I
TO RATE SCHEDULE QS-2

CAFPACITY OPTION PARAMETERS
FIXED VALUE OF DEFERRAL PAYMENTS - NORMAL CAPACITY OPTION PARAMETERS

Where, for 8 one year deferral: Valoe
| vAC, = Company's value of avoided capacity and O&M, in dollars per kilowatt per month, during month my; 872352
K = present value of carrying charges for one dollar of investment over L years with canying

charges computed uing average annual rate base and assumed to bs paid st the middle of each year
] and present vadued to the middle of the first year; 1531360
L = total direct and indirect cost, in mid-year dollars per kilowatt including AFUDC but excluding CWIP,
| of the Compeny's Avoided Unit with an in-service date of yeam; 108354227
0, - total fixed operation &nd maintenance expense, for the year n, in mid-yesr dollars
| per kilowsit per year, of the Compeny's Avoided Unit; $234400
iy = manual escalation rate associated with the plant cost of the Company's Avoided Unit; 3.0%
i = saoual escalation rate iated with the operation and maintenance expense of the

Company's Avoided Unit; 2.84%
H - annual discount rate, defined as the Company's incremental aftentax cost of capital; 729%
| o = expecied life of the Company's Avoided Unit; 361
n - year for which the Company's Avoided Unit is deferred starting with it3 origina!

anticipates] in-service date and ending with the termination of the Standard Offer Contract. 2021

FIXED YALUE OF DEFERRAL PAYMENTS - EARLY CAPACITY OFTION PARAMETERS

Ay = monthly capacity payments (o be made o the (S starting on the year the QS elects to start receiving early capacity .
payments, in dollars per kikowatt per month;

- annual cacalation rete esgociated with the plant cost of the Company’s Avoided Unit; 3.00%
- annusl escalation rate associated with the operation and maintenance expense of the
Compeny's Avolded Unit; 2.84%
n = year for which early capacity payments to a QS are to begin; (at the election of the QS early capacity payments *
may commence anytime after the actual in-service date of the QS facility and before the antivipated in-service
date of the Coenpany’s avoided vit)
F = the cumulstive present value ofd)cuvmdedcapmlcontctmpmmt ofcapucity
‘which would have been made had capacity payments ipated in-service
] datzofd}eCompany’lAvmdedUnnmdconmmdforapmodoflOym $H883842.27
r = annual discount rade, defined as the Company’s incremental after-tax cost of capital; 729%
t - the term, in years, of the Standard Offer Contract for the purchase of firm capacity conmencing in the year hd
the QS elects to start receiving eardy capacity payments prior to the in-service date of the Company's Avoided Unit;
G = the cumulative present value of the avoided fixed operation and maintenznee expense companent of capacity
payments which would have been made had capacity paymenis commenoed with the anticipated in-service
| date of the Company's Avoided Unit and continued for a period of 10 years, $192:580.0
*From Appendix E
R—

Issued by: S. E. Romig, Director, Rates aud Tariffs
| Effective: Mareh-37,3013
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