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August 20, 1990

VIA HAND DELIVERY the v 2

Mr. Steve Tribble, Director
Division of Records and Reporting

Florida Public Service Commission
101 E. Gaines Street
Tallahassee, Florida 32301

Re: Hearings on JLoad Forecasts, Generation
Expansion Plans, and Cogeneration Prices
’ tric
Utilities, Docket No. 880812=TP_
Fooood €Ly |

Dear Mr. Tribble:

Enclosed for filing in the docket referenced above are
original and 15 copies of Consolidated Minerals, Inc.’s
and the original and 15 copies of

——-——Consolidated Minerals, 1Inc.’s Memorandum in Response to

APP —— Motions for Clarification of Order No. 23235. Also enclosed
is an additional copy of each filing to be date stamped by

CAF
i T —==you and returned to our office.

CM
CIR Thank you for your consideration in this matter.
e —

ACK N the
AFA Petition to Intervene,

7 Sincerely,
LEG L&/
LIN é HOLLAND & KNIGHT
orPC _
RCH
— uce Ma
$EC L Enclosure -

WAS"‘-—- cc: All parties of record

Roy Mims, General Counsel

Mr. Charles Bush

Richard B. Stephens, Jr., Esquire
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BEFORE THE FLORIDA PUBLIC SERVICE COHHISSIO'RIG“"!

In re: Hearings on Load Forecasts, F' E' '3 “‘

Generation Expansion Plans, and BDecket No. 900004~
Cogeneration Prices for Peninsular FILED: August 20, 1990

Florida’s Electric Utilities.
/

MEMORANDUM IN RESPONSE TO MOTIONS
FOR CLARIFICATION OF ORDER NO. 23235

On August 13, 1990, Florida Power and Light Company
("FPL"), Nassau Power Corporation ("Nassau Power"), and the
AES Corporation ("AES") filed separate motions seeking
certain clarifications of Order No. 23235. Pursuant to
Florida Administrative Code Rule 25-22.037, CMI responds to
those motions as follows:

1. None of the above motions address the fact that
the Commission did not intend to retroactively apply the
500 MWs coal-fired unit standard (for purposes of either
subscription or cost effectiveness) to qualifying facility
("QF") contracts negotiated against prior statewide avoided
units and executed prior to May 25, 1990. This was made
clear in a dialog between Commissioners Easley and Wilson
at the Vote Conference on May 25, 1990.

COMMISSIONER EASLEY: I need a what-
happens~next type gquestion. Hypothe-
tically, let’s say we go along with
Commissioner Beard’s motion and we
designate from this point forward the
‘96 coal unit as the avoided unit, my
understanding is the current contracts
remain in place because they were done

under the combined cycle.

CHAIRMAN WILSON: That’s right.
DOCUMENT NUM2Z2-DATE
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MS. BROWNLESS: Yes ma’am, the ones
that have been signed.

(Tr. 42.) This was later reaffirmed by Chairman Wilson:
. Every contract that has been
nagotiated up to this point and signed
against the /93 [subscription] is a
valid contract. But we closed that
out, and anybody that negotiates from
this date forward with the utility or
takes a standard offer contract will be
500 megawatt ‘96 base load coal-fired
plant.
(To. 49.) The Commission unequivocally determined that
contracts negotiated and executed prior to the Commission’s
May 25 vote were not to be counted toward the 500 MWs
subscription 1limit or evaluated for cost-effectiveness
against the 500 MW coal unit designated in Order No. 23234.
2. With respect to FPL’s concerns in its motion for
clarification, nothing in Order No. 23235 prohibits a
utility from negotiating a QF contract with an in-service
date different from that of the statewide avoided unit.
In fact, the Commission’s May 25 vote to approve staff’s
primary recommendation on Issue No. 4 (Tr. 76) confirms
that not only are those contracts permissible, the
contracts are to be evaluated for cost effectiveness
against a utility’s individual needs and costs. [January
18, 1990 staff recommendation at 17-20. (Attachment A).]
A comparison to the secondary recommendation of staff,
which was rejected, sharpens this point.
3. The order is also equally clear that if a utility

negotiates a QF contract with an in-service date different
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than that of the statewide unit, such contract does not
count toward the 500 MWs subscription limit. This is
specifically confirmed by the Commission’s May 25 vote
approving staff’s primary recommendation on Issue No. 5
(Tr. 77). The Commission’s May 25 Vote Sheet on Issue No.

5 states as follows:

Issue; 5. Should a negotiated
contract whose project has an in-

service date which does not match the
in-service date of the statewide
avoided unit be counted toward the
utility’s subscription limit?

Brimary Recommendation: No. The
subscription limit set forth in Order
No. 22341 and the current criteria for
approval of negotiated contracts should
only apply to the statewide avoided
unit. Any contract outside of these
boundaries should be evaluated against
each utility’s own avoided costs.

(Attachment B.) Any doubt as to what this language
actually means is erased when one reviews the transcript of
the May 25 vote conference. The following dialog between
the proponent of staff’s primary recommendation on Issue
No. 5 =~ Tom Ballinger -- and Chairman Wilson is

instructive:

MR. BALLINGER: . . . My recommendation
is that subscription only applies to
the year that you have a standard offer
contract, designated a ’96 coal unit.
Both negotiated and standard offer
contract that have a ’96 in-service
date, capacity payments starting in ‘96
for the projects, would count toward
the subscription limit.

If somebody negotiates a contract for a
‘93 in-service date, something 1like

=



that, no subscription limit. To me
subscription limit was an outgrowth of
our rules. It was in addition to our
rules. It wasn’t ever contemplated in
our rules.

We need to set the way these are going
to be implemented. To me they should
only apply to the standard offer
contract because they were first
applied to keep from having too much
cogeneration signed, and the only way
that you may have too much cogeneration
signed is if you’‘ve got the standard
offer that is a free sign on the line
you get it.

So that’s why I feel it should only
apply to the year when you have a
standard offer contract. Both
negotiated and standard offer should
apply, but only in that year.

CHATRMAN WILSON: All right. So if a
utility even though the subscription
limit may be close to being filled or
be filed for 19-, in this case we are
talking about 1996.

MS. BROWNLESS: Uh-huh.

CHAIRMAN WILSON: That if a utility
signs a contract with a 793, ‘94, ’95
in-service date, we would judge
whatever the utility has signed based
on a prudent standard, whether they
needed the power, or whether they
elected to defer, whether it was cost
effective, whether it was prudent, and
all of that.

MR. BALLINGER: That’s right.

(Tr. 59-61.)

Wherefore, CMI respectfully requests

Commission confirm that under Order 23235:

1.

that

the

QF contracts negotiated against prior statewide

avoided units and executed prior to the Commission’s vote
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on May 25,

500 MWs subscription limit, and

2.

1990 are not to be retroactively bound by the

The current subscription limit does not apply to

QF contracts with in-service dates different from that of

the current statewide avoided unit, i.e., January 1,

1996.

Respectfully submitted,

Richard B. S
HOLLAND & KNI
P.O.
Tallahassee,
(904) 224-7000

r

ce May

Drawer 810
FL 32302

Attorneys for Consolidated

Minerals, Inc.

CERTIFICATE OF SERVICE
I HEREBY CERTIFY that a copy of the foregoing wvas

furnished by U.S.
August, 199%0.

James D. Beasley

Ausley, McMullen, McGehee
Carothers & Proctor

P.O. Box 391

Tallahassee, FL 32302

Stephen C. Burgess
Office of Public Counsel
812 Claude Pepper Bldg.
111 W. Madison st.
Tallahassee, FL 32301

Gail P. Fels
Metro-Dade Center
111 N.W. First st.,
Miami, FL 33128

Suite 2810

Mail to the following this 20th day of

Susan Clark

Division of Appeals
Public Service Commission
101 E. Gaines St.
Tallahassee, FL 32301

Matthew M. Childs
Steel, Hector & Davis
215 S. Monroe St.
Suite 601
Tallahassee, FL 32301
James P. Fama

Florida Power Corp.
P.O. Box 14042

St. Petersburg, FL 33733




Mike Peacock

Florida Public Utilities
P.0O. Box 610

Marianna, FL 32446

Ann Carlin
Gainesville Regional
P.O. Box 490, Suite 52
Gainesville, FL 32602

William J. Peebles
Frederick M. Bryant
Moore, Williams & Bryant
P.O. Box 1169
Tallahassee, FL 32302

Florida Keys Electric Coop.
E. M. Grant

P.0O. Box 377

Tavernier, FL 33070

Edward C. Tannen
1300 City Hall
Jacksonville, FL 32202

city of Chattahoochee
Attn: Superintendent
115 Lincoln Dr.
Chattahoochee, FL 32324

Susan Delegal
115 8. Andrew Ave., Rm. 406
Ft. Lauderdale, FL 33301

Quincy Municipal Electric
P.O0. Box 941
Quincy, FL 32351

Barney L. Capehart
601 N.W. 35th Way
Gainesville, FL 32605

Cogeneration Program Manager
Governor’s Energy Office

301 Bryant Bldg.
Tallahassee, FL 32301

Paul Sexton

Richard Zambo, P.A.
211 S. Gadsden St.
Tallahassee, FL 32301

Edison Holland, Jr.
Beggs & Lane

P.0. Box 12950
Pensacola, FL 32576

Richard D. Melson

Hopping, Boyd, Green & Sams
P.0. Box 6526

Tallahassee, FL 32314

Ray Maxwell

Reedy Creek Utilities Co.
P.0. Box 40

Lake Buena Vista, FL 32830

Roy Young

Young, Van Assenderp,
Varnadoe & Benton

P.0O. Box 1833

Tallahassee, FL 32302

Department of Energy
Southeast Power Adm.
Attn: Lee Rampey
Elberton, GA 30635

Florida Rural Electric
P.O0. Box 590
Tallahassee, FL 32302

Alabama Electric Coop.
P.0. Box 550
Andalusia, AL 37320

Gene Tipps

Seminole Electric Coop.
P.O0. Box 272000

Tampa, FL 33688-2000

Terry O. Brackett
1899 L Street, N.W.
Washington, D.C. 20036




John Blackburn
P.0. Box 405
Maicland, FL 32751

C.M. Naeve

Shaheda Sultan

Skadden, Arps, Slate,
Meagher & Flom

1440 New York Ave., N.W.

Washington, D.C. 20005-2107

Kerry Varkonda

Project Director

Ar'S Corporation

P.O. Box 26998
Jacksonville, FL 32218-0998

CMI CLARRESP:162

Patrick K. Wiggins
Wiggins & Villacorta
501 E. Tennessee St.
Suite B

Tallahassee, FL 32308

Terry Cole

Oertel, Hoffman, Fernandez
& Cole, P.A.

P.0. Box 6507

Tallahassee, FL 32314-6507

Joseph A. McGlothlin
Vicki Gordon Kaufman
Lawson, McWhirter,

Grandoff & Reeves
522 E. Park Ave., Suite 200
Tallahasse, FL 32301
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DOCKET NO. 900004-EU
JANUARY 18, 1990
PAGE 17

subscription limit for a particular unit?

BEQQQEEEDATION: When a utility reaches its allocated limit for
the .Commission approved statewide avoided unit, the utility
should close out its current standard offer and provide a new
standard offer based on the next approved statewide avoided
unit. For example, when FPL subscribes 230 MW of the 1993
combined cycle unit, they would then offer a standard offer
contract based on the Commission approved statewide avoided
unit, a 1994 combined <cycle unit. Likewise, when FPL
subscribes 230.6 MW of the 1994 avoided unit, they would open a
new standard offer contract based on the éommission approved
1995-8tatewide avoided unit.

STAFF _ANALYSIS: This is the methodology approved by the
Commission in Order No. 22341. Each utility would be regquired
to petition the Commission for closure of its existing standard
offer contract and associated tariff. This methodology is also
consistent with the action which the Commission just took in
closing out the 1995 avoided coal unit.

£§§QE-4: Does the subscription limit prohibit any utility from
ngqotiatiqg, and the Commission subsequently approving, a
cqg#ract for the purchase of firm capacity and energy from a

qﬁili?ying facility?

PRIMARY RECOMMENDATION (Ballinger): No. The subscription

Attachment A
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. DOCKET NO. 900004-EU

x:--JAHﬂaEY'la, 1990
" PAGE 18
'iimifs set forth in Order No. 22341 and the current criteria
«:for' éﬁpfoval of negotiated contracts should only apply to
'contfgctb negotiated against the current designated statewide
‘avoiﬁeg'unit. i.e., a 1993 combined cycle unit. Any contract
 Gut§ide.o£ these boundaries should be evaluated on a utility's
“individual needs and costs, i.e, should be evaluated against

the units identified in each utility's own generation expansion

plan.
SECONDARY RECOMMENDATION (Brownless): Yes. Although the

recomﬁendation of Technical Staff has merit, the rules as
Cu'rently written simply don't envision cogeﬁeration contracts
that are not tied to the current statewide avoided unit.
POSITION OF PARTIES:

P?C‘ FPL, TECO,_FICA: }Ag;ge with.Tgchnical Staff.

STAFF ANALYSIS (PRIMARY): The Commission's current rules never

envisioned the concept of a subscription 1limit or cap being
piaced on the purchase of capacity and energy from qualifying
Eabilities. The purpose of a subscription limit is an attempt
to ;mgintain the amount of cogeneration to a level that is
needed.frqm a statewide perspective. Because our current rules
and the -subscription limit requirement are based on a statewide
avoided unit, which doesn't always match an individual

utility’'s needs, any contract outside of these boundaries

I E‘..‘...’.‘..‘.-._._
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DOCKEET NO. 900004-EU
JANUARY 18, 1990
PAGE 19

should be evaluated based on the utility's own needs and costs
just like any other wholesale purchase power agreement.

In the recent past, the Commission has been forced by our
current rules to approve some cogeneration contracts that were
shown to be above the purchasing utility's own avoided cost.
The subscription 1limit and allocation requirements were
developed to limit this mismatch between statewide and
individual pricing, not to impede the development of
cogeneration in this state. Prohibiting utilities from
negotiating contracts outside of these 1limitations would
frustrate the Commission's cogeneration policy and the new
FEECA statutory requirement to encourage cogeneration. A
utility should be allowed to purchase as much cogeneration as
it needs as long as it is shown to be cost-effective to its own

ratepayers.

It is not Technical Staff's intention to 1inhibit the

development of cogeneration and that is why we are recommending
that the subscription 1limit be applied only to contracts
negotiated against the current statewide avoided unit. Neither
allocation nor subscription is mentioned in our current rules.
Since the existing cogeneration rules do not refer to either of
these concepts, it 1is our opinion that they should not be

interpreted to prohibit this implementation of these concepts.

(1



DCCKET NO. 900004-EU
JANUARY 18, 1990
PAGE 20

The benefits of allowing utilities to negotiate contracts
outside of these boundaries are twofold. First, the ratepayers
aré protected from the statewide/individual  utility need
mismatch. Second, utilities are permitted and encouraged to
pursue cost-effective cogeneration that meets their specific
needs.

For these reasons, Technical Staff recommends that the
approved subscription amounts be applied only to standard offer
contracts and contracts negotiated against the designated
statewide avoided unit. All other negotiated contracts should
be approved if less than or equal to the purchasing utility's
own avoided cost.

STAFF ANALYSIS (SECONDARY): What Technical Staff is attempting
to do through this implementation order is to achieve
individual utility cogeneration pricing without the benefit of
a rule hearing. The existing cogeneration pricing rule, Rule
25-17.083, Florida Administrative Code, clearly envisions one
statewide avoided unit from which a standard offer would be
developed and against which negotiated contracts would be
measured for reasonableness. Rule 25-17.083(2), Florida
Administrative Code, states that a negotiated contract will be

considered prudent for cost recovery purposes if the contract:

e ——
.
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! _ VOTE SHEET
SPECIAL COMMISSTON CONFERENCE
DATE 5/25/90

RE: DOCKET NO. 900004-EU - Planning Hearings on Load Forecasts, Generation
Expansion Plans, and Cogeneration Prices for Peninsular Florida's Electric
Utilities. (Deferred from the April 17, 19290 Commission Conference)

Issue: 1. With regard to the subscription limits established in Order No.
22341, how should standard offer and negotiated contracts for firm capacity
and energy be prioritized to determine the current subscription level?

: Initial priority should be given to all contracts
based on the execution date or the last signature date of the contract.
Priority would not become final until Commission approval for cost recovery
purposes. For standard offer contracts, the execution and approval date
are one and the same. However, if a standard offer contract and a
negotiated contract are executed on the same day, the negotiated contract,
upon approval by the Commission, should take precedence over the standard
offer contract.

e

r"\'ﬁ; Lfiest Hhree. sentences oF dhe reeotannendati e
were approved., “The \ast senfence was denied. .

COMMISSIONERS ASSIGNED: Full Commission

APPROVED DEFER
\“ s~ z;;1~;'.
11 VP G At
< / /
: TO:
DOCUMENT Nisaep-pats
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MAY 29" 1559
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- Vote Sheet [ C

Special Commission Conference
Docket No. 900004-EU
May 25, 1990

: Due to the fact that under existing Rule

25-17. 083(8), F.A.C., payments made pursuant to standard offer contracts
are recoverable without further action by the Commission, standard offer
contracts shculd "trump® negotiated contracts when both are executed on the
same date. As found by the Commission in the last planning hearing docket
(Issue No. 25), both standard offer and negotiated contracts count toward
the subscription limit. The current rules do not envision more than one
standard offer at a time, i.e., a standard offer for each year a unit is
identified in the designated utility's least-cost generation expansion plan.

HPPE@/E‘) - instead oF \last serrtence i
Pn\mr/ cecomamend. atdion |

Issue:; 2. How should the utilities who are subject to the
Commission-designated subscription amounts notify the Commission on the
status of capacity signed up against the designated statewide avoided unit?
Recommendation: Utilities who are subject to Commission- designated
subscription amounts should be required to submit to the Director of the
Division of Electric and Gas an informal notice of contract execution
within five days of the contract execution date. This notice should
include, at a minimum: the type of contract, the in-service year of the
project, the amount (MW) committed, the contracting party or parties, and
the amount (MW) remaining under the utility's current subscription level.
Either the utility or the cogenerator can submit the notice of contract
execution. If a notice of contract execution is not received within five
days, prioricy will then be based upon the date the notice is ultimately
received. Filing of the contract should occur within 30 days of the date

of the notice.
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--Vbzp Sheet (_
Special Commission Conference
Docket No. 900004-EU
May 25, 1990
Issue: 3. What happens when a utility reaches its own subscription limit

for a particular unit?
¢ When a utility reaches its allocated limit for the

Commission-approved statewide avoided unit, the utility should close out
its current standard offer and provide a new standard offer based on the

next approved statewide avoided unit. For example, when FPL subscribes 230
MW of the 1993 combined cycle unit, they would then offer a standard offer

contract based on the Commission-approved statewide avoided unit, a 1994

combined cycle unit. Likewise, when FPL subscribes 230.6 MW of the 1994

avoided unit, they would open a new standard offer contract based on the

Commission-approved 1995 statewide avoided unit.

MoOIFIEY = Allbcatitn has been e\wminated b, dhe dees:

\n_decket QO00oOY -EL - Ceconsiderativa eF avol
vnit =, howeser, when Lhe Scomw) ofF dhe \9%6 Coal
unt have bheen subscribed.,it will be closed

Qm\\miysgwn\fu.lﬂ\ Corsider +he eptions available

'\' VA '
Issue: 4., Does t'.Se ;‘\t;bgérip ion l:ilmite'prohibit any utility from

negotiating, and the Commission from subsequently approving, a contract for

the purchase of firm capacity and energy from a qualifying facility?

¢ No. The subscription limits set forth in Order
No. 22341 and the current criteria for approval of negotiated contracts
should only apply to contracts negotiated against the current designated
statewide avoided unit, i.e., a 1993 combined cycle unit. Any contract
outside of these boundaries should be evaluated on a utility's individual
needs and ccsts, i.e., it should be evaluated against the units identified
in each utility's own generation expansion plan.

Pefesven

Secondary Recommendation: VYes. Although the recommendation of technical
staff has merit, the rules as currently written simply do not envision
cogeneration contracts that are not tied to the current statewide avoided
unit.

Denien
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Special Commission Conference
Docket No. 900004-EU
May 25, 1990

Issuye: 5. Should a negotiated contract whose project has an in-service
date which does not match the in-service date of the statewide avoided unit
be counted towards that utility's subscription limit?

: No. The subscription limits set forth in Order
No. 22341 and the current criteria for approval of negotiated contracts
should only apply to the statewide avoided unit. Any contract outside of
these boundaries should be evaluated against each utility's own avoided

. hPPQod ()

Secondary Recommendation: No. Utilities should be prohibited from
negotiating for units which are beyond the date of the statewide avoided

" unit. 1If, however, such units are contracted for, these contracts should

be judged for cost recovery purposes against the avoided costs of the 1994
and 1995 avoided units approved by the Commission in Order No. 22341,
After 1995, these contracts should be judged against the units identified

‘in the FCG's 1989 Long Range Generation Expansion Plan.

Dess 80






