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BEFORE THE FLORIDA PUBLIC SERVICE COt~~ISSION 

In re: Joint peLit1o n 
cogeneration contract 
Power Co rpo r at1on and 
Resources, L.P. 

f o r approval o f ) 
between Flo rida ) 
General Peat ) 

DOCKET NO . 890915-EQ 

The Collowi.nq Comrni ss1one r s 
disposition of Lhi s matte r: 

) 
) 

ORDER NO . 

ISSUED: 

par 1cipated 

MICHAEL McK. WI LSON, Chairman 
THOMAS t-1. BEARD 

BETTY FASLEY 
GERALD L. GUNTER 

NOTICE OF PROPOSED AGENCY ACTION 
ORDER APPROVING COGENERATION AGREEMENTS 

22473 

1-25-90 

in the 

NOTI CE 1s hereby given by the Florida Public Service 
Commission Lhal Lhe action di scu ssed herein is preliminary in 
nature and wt ll become final unless a pe rson wh~se i n ecesls 
are adversely a ffected Liles a petitio n for a formal 
proceeding, pursuant t o Rul e 25-22 .029 , Fl o rida Admini s trat ive 
Code. 

On Novembe r 30, 1988, F l orida Power Co rpora ti o n (FPC) and 
General Peat Resources L.P. ( General Peal) e xecuted two 
negotiated con t acts fo r he sale of 1011 MW o f coqenerated 
power from General Peat ' s Un1ts 2 and 3 '"'htch .HP. l ocated near 
Lake Placid, Flotida . These conLrac s were s ubmt ted to the 
Commission t or approval o n J uly 17 . 1J89. On Ju ly 6 . 1989 . 
FPC petitio ned his body for permissi o n o close tts standard 
offer associated w1 h Lhe 500 MW 1995 statewide avoided coal 
unit on t he grounds thal it had been fu l l y subscd.bed. In 
Order No . 22061 , issued on Octobe r 1 '1 , 1989, we qtan ted FPC ' s 
petiti o n and tou nd Lhat the two GenPral Pea contracts 
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discussed above were beyond the 500 MW subscription limit and 
would have to be evaluated aga1nst the next approved stat~wide 
avoided unit. 

On September 6, 1989, FPC' cl nd General Peat tiled a joint 
petition to defer our consideration of the two contracts until 
after we selected the next statewide avoided unit . The 
request was granted by Order No. 21924, issued o n September 
20, 1989 , condittoned upon FPC filing the necessary data 
demonstrat1ng that the General Peat contracts complied with 
Rule 25-17 . 083, Florida Adminjstrat1ve Code , within 30 days of 
the date of the vote on a new statewide avoided unit. 
Pursua"lt to Ordet No. 21924, FPC filed the necessary data on 
November 15, 1989. 

A the aqcnda in whtch we selected the current statewide 

I 

avotded unit, a 385 t-1W 1993 combined c ycle unit, we deferted 
the issues as soc 1 a ted with the imp lementa Lion of subscription 
and allocation unt1l a hearing could be he1d o n hose issues. 
In response to that decision, on Decemb r 20 , 1989, FPC filed I 
a motion for expedited approval of these G(?Pe ral PeaL 
contrac s reques ing that the contracts be approve~ and Lhal 
the issue of wha , if any , statewide avoided untt these 
cont r Jcts would be subscribed/ allocated aga ins be detetmi ned 
at a later date . In support of its positi on, FPC argues that 
the subscrtption and allocat1on tssues ma y take considerable 
time to resolve. Further, fPC states that cogeneration 
facility finauctng is cont1ngen upon having an approved 
cogeneration power sales agreement in hand. That being the 
case, any addittonal Jelay would place th• economic viability 
of General Pea · s projcct in jeopardy. 'lie ate persuaded by 
FPC ' s arguments and ,..., 111 address the suitabllity of the two 
contracts wh1le reserving ruling o n their impact on either 
FPC ' s subscr lptton or allocatton amoun s. 

The General Peat contract s begin with the initial del1very 
of commttled capac 1ty in 1995 and end at 12 : 00 midnight, 
December 31, 2024 . A summary of the terms and conditions ot 
the two negoti ated contracts, which vary from the terms and 
conditio ns in FPC's s atew1de standard offer , are as follows: 

a . The contracts provide for 104 MW of capacit y 
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b. 

(52 r1W per unit) al an overall capacity 
factor of 70\ 1n addt l')n Loan on-peak 
capac1 y facto r of 75\. The standard o tfer 
contract d O..!'> not require a minimum on-peak 
capactty f.Jctoc. 

The con rae s provide tor General Pea to 
rece1ve larger capac1 y payments trom FPC in 
the early years and smaller payments near 
the e nd of the con racl. This provtsion was 
included in the contrac to assist the QF 1n 
pay11q of f 1ts debls associated wtth Lhe 
construction of the generat•ng Cacility. 
The present value of this Ctont-l oaued 
paymen sl ream dunnq he 1 i le of he 
cont rae is htqnet than the present value ot 
the capacity paynents in lhe ::. and.Hd ocfer 
contract:. However. the lower present value 
o f the enetJY payments during he lite o t 
the contrac more than offset s the larger 
capacily payments, thus insur1nq that he 
present value of he o a 1 payrrents to t he 
QF is not qteater than tha o f the total 
avoided cos payments. 

c . A 1 1 f ron t- 1 o ad e d c a p 1 t a 1 p a y men t s p a i d 
durtng the first seven years of the contract 
wi 11 be credited to " ca pactty account". 
The capact y account keeps 1 cumulattve 
l>al<.~ncc of n ll front-loatlt•d captlal payments 
whtch are i n excess o t Lhe yeat-by-year 
value o l deter ral of he statew ide avoided 
unit. 

d. In .1ddi t Jn to the provistons tn he 
s andard 0 1 Cet contract whtch coveL defaul 
by a QF, he negot1ated contracts stale that 
~~C can declare Gene r al Peat to be in 
det1ult 1f the two facilit ies fail to 
matn tn h• requ1rcd o n-peak capact y 
Lac or o n a twelve-month rolling avetage 
basi s for l:wt n y-t ou r consecutive months. 
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If either of t.:hc negotiated conttacts are 
declarE"d to be 1n defaul , FPC ' s o bllga i o n 
to make capac1Ly payments to General Pea 
for the un1t in defa•tlt wlll be suspended 
until the default I S remadied. Default does 
not re lieve G!!necal Peal o f 1t ~ o bligati on 
to sell all gcneta cd capac t y t o FPC should 
energy product1on tesurne pri o r to · he 
Lerm1nali o n of he wo conttacts. 

The terms and cond1ti ons o t l:la~se wo con tJC s arc 
virtuall y 1de Ltcal to those found i n 1 ncgo 1a ad conlrac 
previ(Jusl y stgned by G•nctt.d Peat. and fPC and approved us in 
May of last year. rn ce: Pc 1 ion for___21).££0val of 
c.QE_enera ion S,Q_n.l_rac be 'n'N~n Fl o rtda Power_£Qr£Qra_Lion_and 
General PetJt Resourcus L.P., Docke No . 6900 1)4-EQ, Ordc-t No. 
21296, l SSuecJ >n l•1dy .sO, l'J8 . 

Rule 
that a 
prudent 
l rP me L: 

25-17.083{2), FloClda Adr 1n1s t.Jltve Code , stales 
negolta ed cogan~ration contrac wt 11 be cons ideted 
for cost recovery purposPs tf the followi 19 CClletia 

a . IL i s demons rate<J tha the utllity' s 
purc hases under the ncgot aatcd contract can 
reasonably be expectad to tesult in the 
econorntc deferral or avotdance o f the 
con'> rue 10n of addtttonal 'Jenera ing 
capact y from a std ewtdP perspec ive; 

b. The cumula tve p resent wor h ot he 
li L t It y' s payments for f i tm capdcity and 
enerqy ove r he erm of h P. negotiated 
contr .Jcl are to be no greater hJn tht! 
curnula lVC presen · wo rth o f the value O l he 
ycut ~o-ycar deferral o f t.:hc s Jtcw tde 
avoided uni o ver he erm of he contt1C ; 
and, 

c. To he ex ent hc1t .1nnual f1rm capactt y and 
energy paymt•nts by the utility tn any yeat 
excaed t hat yea r' s annual value of deferring 
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he statewtde avoided un1t, there is a 
s~curity boo~d or equivalen assurance of he 
quality1ng factll y's performance of lh~ 
terms oJt the negol1ated con rae '>O as to 
p r o ~ c t t he u t 1 1 1 t y · ... r a tl~ p .1 y e r . 

F1rst. we t1nd hat the contracts provtde capacit y that ts 
likely lo tesult tn he deterral ol n w capaci y from both a 
ulLll y and a statewide perspec ive. FPC ' s own generatton 
pxpan~ ton plnn s hows a need for new combustton urbtne 
capactty u1 1995. t·1oreover, 1n the recen Planning H ~aring 
docket, the designated u ility planntng the next stalewtd • 
avo td~d un1t (FPL) showed l need for 38~ MW o t combi ned c yc ld 
capac1ty in 19Cl5. Thus , there are tndicated capacity needs 
trom both a utility and a s atew1de perspec~ive in 1995 . 

Fur hct, 'de find tha lhe ... P con ract::> comport wi h Rul•.! 
25-17.083(2)(b), Florida Admtnt~tcattve Code, since the 
cumula tve present worth ot the uttltty • .. payments for ttrm 
capacity wd en,1gy over he term of the negotiated contract 
does not dxcced the cumulative ptesent wo rth of the value o l 

hP ye'\r-t -y •ar d~ferr.11 J t t he current. statew.de av?tded 
u n t , a 38S MW comb1ned cycll! u rut w1 h a 1993 in-servtce 
dale Th~ cumula ive prc.en worth o( each negoltated 
cont ract o tt~r b FPC ' s ratepayers a savi ngs oC $13,7q3,000 when 
compared to the pr~sPnt worlh of deCerring the current 
stalew tde avotded un1 

In addi i.:>n, FPC h:~s provided a comparison ot he 
n~qotialed con rae .j w1 h tts own nex avoidabl~ ur11 , 130 
C•1W combusllon urbtne w1 h a 191J5 tn-servtce da e . The 
cumula ive presen '..JOrth of each negotiated con tact o r f·~cs 
FPC ' s ratepayers a savLngs o( $1,093 ,000 when comparLd o he 
present wo rth ot defetrtnq fpc·~ own des1gnJted avotded unt 

Ftnally, we tind hat tht!se con rae s comport w1Lh tl 
~ecu rtly requtremen s of Rule 25-L7.083(2)(c) , flortda 
Adm1n1stra ~.vc Code . FPC has required that etther a 
pe r:fot mance bond , such as :w irrevocable lette r of credt • or 
.,orne othe r form or secur1ty be tssued to guarantee c;eneral 
Pea · s p~rformance ot lhe lecms of h e negotiated con tact 
~•i nce ll wlll be rece1v1nq ftont-loaded capacily payments . 
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This has been furt her insured by Lhe use of a "capactty 
accou n " agains~ whi ~h early capact y payments are credited. 

Based o n the above , it is 

ORDERED by he Flor idd Public Service Commi ss i on Lhal lhe 
nt!goliatecl contracts entered 1nto between Flot1da Power 
Corpnrat1on and General Peat Res ources L . P., executed o n 
November 30, 1988, are hereby approved for cosl recovery 
purposes . It is further 

ORDERED that he 1ssue or how the MW associated with these 
contracts will be countP.d toward FPC ' s subscrtpllon and 
allocat1on limits, 1f at all, be deferred until a loler daLe. 

By Order 
this 25th 

of rhe 
day of - ---

Public Service Comm rsston 

I 

Jng I 
(5779L)SBr:brnl 
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NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW 

The Florida Publ1c Service Commiss1on is required by 
Sect 1o n 120.59(•1} , Flor1da Statutes, to nottfy pcHtles of any 
administrattve heartng or JUdictal review ot Commtssion o rders 

hat is av11lable und~r Sections 120.57 or 120.68, Florida 
S1 alules , as well a~ lhe procedures dnd t 1me l tmtls thaL 
apply. This notice should not be construed Lo mean all 
requests for an adm1nistrat1ve hear1ng or JUdtcLal review will 
b~ granted or result in he relief soughl. 

The acL1on proposed here tn is prel1m1nary in nature and 
will not become effecltve o r fi nal, except as provided by Rul e 
25-22 .029 , Florida Administrat1ve Cooe . Any person whose 
substantial i n te res ts are affected by th~ action proposed by 
this order may fil a petttion for a formal proceeding, as 
provided by Rule 25-22 .029{4), Florida Admtntslralive Code . in 
the form prov1ded by Rule l5-22 . 0J6(7)(a ) and {f), Florida 
Adm1nistrative Code. Thts petillon mu st be received by the 
DLCector, Utvision ot Records and Repo 1t1ng at hts office a 
101 East Gain~s SLrt:cL, Tallahassee , Flonda 32399-0870. by 
the close o t bustnes.s ) n _ February 15.Ll9_9_0 __ _ 

In the absence o f such ape iL1on, Lh t s order shall become 
e ffective on the day subsequent lo t he above dale as provided 
by Rule 25-22 . 029(6). Flonda Adminis t Jlive Code, and as 
reflec t ed in a subsequent ordet. 

Any objection or pto es filed i n ht!:. docket before th~ 

issuance da e o t th1s o tdt"'C is cons1de1e l 1bandoned unles s 1 t 

salis ti es the foregotng condi ions dnd 1s Cl'newed ~11thin tile 
specified protest petiod. 

If this orde r becomes f.nal and effecllve o n the da c 
described , bove, 1ny party adversel y a((ec ed ma y reque..; 
judic1al tevicH b y the Florida Supreme Coutt in the case o r Hl 

elect ri c , gas or telepho ne utility o r by t he first Dt stncc 
Court of Appc 1 in he case of a water or sewer utility by 
tili ng a notice -:>t appeal wilh Lhe Directo r, Divt ston c,t 
Records and R•por inq and ftltng a copy of he no ice o t 
appeal and he ftlinq tee wt h t he appropriate cour t. This 
t ll1nq musl be comple ed w1th1n th irty (30) days of the 
etfec tve dd c o f t;hts order, pursu a n Lo Rule 9 . 110. Flotid<1 
Ru les of Appulldtl! Proc~duce. The not1ce of appeal musl be in 
the Corm spect l ied 1n Rule 9.900 ( a ). Florida Rules ot 
App lla e Procedure. 

187 


	Roll 4-184
	Roll 4-185
	Roll 4-186
	Roll 4-187
	Roll 4-188
	Roll 4-189
	Roll 4-190



