BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION
IN RE: Proposed revisions to Rules ) DOCKET NO. 891049-EU
25-17.082, 25-17.0825, 25-17.083, )
25-17.0831, 25-17.088, 25-17.0882 ) ORDER NO. 23623
)

25-17.091, and creation of Rules

25-17.0832, 25-17.0833, 25-17.0834, ) ISSUED: 10-16-90
and 25-17.089, F.A.C., Cogeneration )
Rules. )
)
NOTICE OF ADOPTION OF RULES

Notice is hereby given that the Commission, pursuant to
section 120.54, Florida Statute, has adopted the amendments to
Rules 25-17.082, 25-17.0825, 25-17.083, 25-17.0831, 25-17.0832, 25~
17.0833, 25-17.0834, 25-17.087, 25-17.088, 25-17.0882, 25-17.0883,
25-17.089, and 25-17.091, F.A.C., relating to cogeneration with
changes.

The rule amendment was filed with the Secretary of State on
October 5, 1990, and will be effective on October 25, 1990. A copy
of the relevant portions of the certification filed with the
Secretary of State is attached to this Notice.

In 1978, the Public Utility Regulatory Policies Act (PURPA)
was enacted. Certain provisions of PURPA require utilities to
offer to purchase electric energy from qualifying facilities at
rates which are just and reasonable to the electric consumers of
the wutility and in the public interest and which do no.
discriminate against qualifying facilities. 1In 1980, the Federal
Energy Regulatory Commission (FERC) issued its regulation
implementing the PURPA. Tracking the law, the FERC regulations
established an obligation on the part of utilities to purchase
electricity from, and sell electricity to, cogenerators and small
power producers. These facilities are referred to as qualifying
facilities (QFs).

This Commission originally adopted its PURPA implementing
rules in 1981. In 1982, the Commission opened Docket No. 820406-
EU, and codified intervening policy decisions into the rules.
These rules were adopted in 1983.

In 1989, the Florida Legislature conducted a Sunset review of
Chapter 366, Florida Statutes. The Legislature added some new
language to the statutes regarding cogeneration. A new section was
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offer contract, thus increasing capacity payments to qualifying
facilities. The standard offer contract also contains an option
for qualifying facilities to receive levelized capacity payments.

Electric utilities are required to provide transmission
service to transmit energy and capacity produced by qualifying
facilities to the purchasing utility. Also, utilities may be
required to provide transmission and distribution services to allow
customers to transmit power generated by the customer at one
location to its facilities at another location.

In summary, major points adopted by the Commission are: the
use of individual utility avoided units; a policy that rates are
established for the duration of the contract so that there is rate
certainty on capacity payments; negotiated contracts do not count
against the subscription cap for the avoided unit designated by
standard offer contracts; utilities are required to provide
projection data to qualifying facilities within a specified time
period; standard offer contracts are authorized for small
qualifying facilities less than 75 MW or solid waste facilities; a
more flexible planning hearing procedure is set forth; utilities
are required to negotiate with qualifying facilities in good faith
for the purchase of capacity and energy; the Commission may impose
penalties if it finds the utility failed to negotiate in good
faith; new provisions regarding interconnection and insurance are
included; the self-service wheeling rule is revised; and it Uis
clarified that the avoided unit in a standard offer contract could
be part of a unit rather than a whole unit.

This docket is closed upon issuance of this notice.

By DIRECTION of the Florida Public Service Commission, this
l6th day of __OCTOBER , 1990 .

Division of Records & Reporting
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created, section 366.051, Florida Statutes. It states that
electricity produced by cogeneration and small power production is
of benefit to the public when included as part of the total energy
supply of the electric grid of the State or consumed by a
cogenerator or small power producer. It set forth provisions
relating to the rates to be paid to cogenerators by public
utilities and mandated the FPSC to authorize a rate equal to the
purchasing utility's full avoided costs. The statute further
provides that, if the qualifying facility provides adequate
security, based on its financial stability, and no costs in excess
of full avoided costs are likely to be incurred by the electric
utility over the term during which electricity is to be provided,
the FPSC must authorize the levelization of payments and the
elimination of discounts due to risk factors. The statute also
addresses self-service wheeling.

Thus, the Commission addressed revisions to the rules to
reflect changes to Chapter 366, Florida Statutes. In addition, the
FPSC aimed to correct some administrative and technical problems
that have arisen since the rules were adopted in 1983. Finally,
the rule revisions were needed to reflect case law.

Rulemaking
The Commission, after a three-day rulemaking hearing and

numerous comment cycles, voted September 18, 1990, to adopt a new
package of cogeneration rules.

These rules reflect the Commission's policy to encourage
cogeneration and small power production to the extent that it does
not result in higher cost electric service to the ratepayers and
citizens of the State of Florida. The rules establish a statewide
wholesale market for the energy and capacity produced by qualifying
facilities in order to help defer or avoid additional generating
capacity construction by Florida's electric utilities and to
economically conserve expensive fuels.

Public utilities are required to negotiate with qualifying
cogenerators and small power producers for the purchase of capacity
and energy. The rules require public utilities to negotiate with
qualifying facilities in good faith and provide a mechanism for
relief should a utility fail to negotiate in good faith.

To further encourage the development of qualifying facilities,
public utilities are required to file tariffs for the purchase of
noncontractual energy from all qualifying facilities and standard
offer contracts for the purchase of firm capacity and energy for
solid waste facilities and qualifying facilities under 75
megawatts. The risk factor has been removed from the standard
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offer contract, thus increasing capacity payments to qualifying
facilities. The standard offer contract also contains an option
for qualifying facilities to receive levelized capacity payments.

Electric utilities are required to provide transmission
service to transmit energy and capacity produced by qualifying
facilities to the purchasing utility. Also, utilities may be
required to provide transmission and distribution services to allow
customers to transmit power generated by the customer at one
location to its facilities at another location.

In summary, major points adopted by the Commission are: the
use of individual utility avoided units; a policy that rates are
established for the duration of the contract so that there is rate
certainty on capacity payments; negotiated contracts do not count
against the subscription cap for the avoided unit designated by
standard offer contracts; utilities are required to provide
projection data to gualifying facilities within a specified time
period; standard offer contracts are authorized for small
qualifying facilities less than 75 MW or solid waste facilities; a
more flexible planning hearing procedure is set forth; utilities
are required to negotiate with qualifying facilities in good faith
for the purchase of capacity and energy; the Commission may impose
penalties if it finds the utility failed to negotiate in good
faith; new provisions regarding interconnection and insurance are
included; the self-service wheeling rule is revised; and it is
clarified that the avoided unit in a standard offer contract could
be part of a unit rather than a whole unit.

This docket is closed upon issuance of this notice.

By DIRECTION of the Florida Public Service Commission, this
l16th day of __ _OCTOBER , 1990

Division of Records & Reporting
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CERTIFICATION OF
PUBLIC SEAVICE COMMISSION ADMINISTRATIVE RULES
FILED WITH THE
DEPARTMENT OF STATE A
I do hereby certify: -

1%/ (1) The time limitations prescribed by paragraph
120.54(11) (a), F.S., have been complied with; and

i1x/ (2) There is no administrative determination under
section 120.54(4), F.S., pending on any rule coverecl;_tty this
certification; and Al .

1%/ (3) All rules covered by this certification are filed
within the prescribed time limitations of paragraph 120.54(11) (b),
r.s. They are filed not less than 28 days after the notice
required by subsection 120.54(1), F.S., and;

J-=f (a) And are filed not more than 90 days after the
notice; or

1l / (b) Are filed not more than 90 days after the notice not
including days an administrative determination was pending; or

;j_x/ (c) Are filed within 21 days after the adjourm;ant. of
the final public hearing on the rule; or &

/ / (d) Are filed within 21 days after the date of receipt
of all material authorized to be submitted at the hearing; or

¥ i (e) Are filed within 21 days after the date the

transcript was received by this agency.

Attached are the original and two copies of each rule covered

by this certification. The rules are hereby adopted by the
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undersigned agency by and upon their filing with the Department of

State.
Specific
Rulemaking

Rule No.
25-17.082 366.051, 350.127(2), F.S.
25-17.0825 366.051, 350.127(2), P.S.
5-17.083 366.04(1), 366.05(1),

366.05(9), 350.127(2), F.S.
25-17.0831 366.05(9), 350.127(2), F.S.
25-17.0832 350.127, 366.04(1),

366.051, 366.05(8), F.S.
25-17.0833 366.05(8), 366.051,

350.127(2), F.S.
25-17.0834 366.051, 350.127(2), F.S.
25=-17.087 366.051, 350.127(2), F.S.
25-17.088 350.127(2), 366.051, F.S.
25-17.0882 350.127(2), 366.05(1), F.S.
25-17.0883 366.051, 350.127(2), F.S.
25-17.089 366.051, 350.127(2), F.S.
25-17.091 350.127(2), 377.709(5), F.S.

Under

Law Being Implemented,
Interpréted or
—Made Specific

366.051, F.S.
366.051, F.S.

366.05(9), F.S.

366.05(9), ?ﬂg.

366.051,
403.503, F.S.

366.051, F.S.

366.051, F.S.

- 366.051, F.S.

3166.051, 366.04(3),
366.055(3) ,F.S.

366.05(9), 366.04(3),
366.055(3), F.S.

366.051, F.S.%
366.051, -
366.055(3), F.S.

366.051,
366.055(3),
366.709, F.S.

the provision of paragraph 120.54(12)(a), F.S., the

rules take effect 20 days from the date filed with the Department

of State or a later date as set out below:

(WY
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Effective:

(month)

Number of Pages Certified
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25-17.082 The Utility's Obliga_ion to Purchase; Customer's

Selection of Bil'ing Method.

(1) Upon compliance by the qualifying facility with Ruyle
25-17.087, each utility shall purchase electricity produied and
sold by qualifying facilities at rates which have been aqfeed upon
by the utility and qualifying facility or at the utility's

published tariff. EBach utility shall file a tariff or tariffs and

a standard offer contract or contracts for the purchase of energy

and capacity from qualifying facilities which reflects the
20

provisions set forth in these rules.

(2) Unless the Commission determines that alternative

metering requirements cause no adverse effect on the cost or

reliability of electric service to the utility's general body of

customers, each Baen tariff and standard offer contract shall

specify the following metering requirements for billing purposes:
(a) Hourly recording meters shall be required for qualifying
facilities with an installed capacity of 100 kiluwatts or more.
(b) For qualifying facilities with an installed capacity of
less® than 100 kilowatts, at the option of the qualifying fg%ility, »
either hourly recording meters, dual kilowatt-hour register
time-of-day meters, or standard kilowatt-hour meters shall be
installed. Unless special circumstances warrant, meters shall be
read at monthly intervals on the approximate corresponding day of
each meter reading period.

(3)(a) A qualifying facility, upon entering into a contract

CODING: Words underlined are additions: words in
strock~through type are deletions from existing law,
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for the sale of firm capacity and eanergy or prior to delivery of

as-available ene-gy to a utility, shall may elect to make either

simultaneous purchases from the interconnecting utility and sales

to the purchasing utility or net sales to the purchasing-utility.

Once made, the selection of a billing methodoloyy may only be
changed:

h & when a qualifying facility selling as-available

energy enters into a negotiated contract or standard

offer contract for the sale of firm capacihi And
Ll

ener : or

N
.

when a firm capacity and energy contract expires or

is lawfully terminated by either the qualifying

facility or the purchasing utility; or

when the qualifying facility is selling as-available

lw

enerqgy and has not changed billing methods within

the last twelve months; and

-
0

when the election to change billing methods will not

contravene the provisions of Rule 25-17.0832 or any

: contract between the qualifying facility and ihe

utility.

firm capacity and energy contracts in effect prior to the

effective date of this rule shall remain unchanged. ak-ehe-speion

.i-ehe—qu.iifying-fneil§byr-oubgcc!-tc-ihc—iciioving-peovilion-t

(b) If a qualifying facility elects to change billing methods

in accordance with this rule, such change shall be subject to the

CODING: Words underlined are additions; words in
struck-throngh type are deletions from existing law,
424606



11
12
13
14
15
16
17
18
19
20
21
22
23

24

ORDER NO.
DOCKET NO.
PAGE 9

23623
891049-EU

following provisions:

tar--pob-more-frequentiy-bthan-once-every-twetve-monthny

fb}--eo-c-incidc-iith—tho-ncut-Fnti-nnd-Purcthod-Poweg—Goce

Reeevery-Faeror-britrng-perredy -

1. +e} upon at least thirty days advance written
notice;

2. t+d¥+ upon the installation by the utility of any
additional metering equipment reasonably required to
effect the change in billing and upon paynqgttby the
qualifying facility for such metering equiﬁmeﬁt and
its installation; and

3. t+e+ upon completion and approval by the utility of

any alterations to the interconnection reasonably
required to effect the change in billing and upon
payment by the qualifying facility for such
alterations. r-and
tEi--wnete-the-etecktron-to-chande-britrna-methods
vi}i-not-eoatttvene-the-provinion--oi-ohe-!.gfif
under-whieh-the-quatrréyina-factirby-recetven ;
serviee-fram-the-ubtitby-ar-any-obher-previounty

agqrecd-upon-contracktuat-provinton-bebween-the

qeattrfying-faceritby-and-the-vetitbyr

(c) Should a qualifying facility elect to make simultaneous

purchases and sales, purchases of electric service by the

qualifying facility from the interconnecting utility shall be

CODING:

Words underlined are additions: words in

struck~through type are deletions from existing law.
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billed at the retail rate schedule under which the qualifying
facility load would receive service as a non-generating customer
of the utility; sales of electricity delivered by the qual%fyinq
facility to the purchasing utility shall be purchased at=the
utility's avoided energy and capacity rates, where appllchblc. in
accordance with Rules 25-17.0825 and 25-17.0832 26-27c083.

(d) Should a qualifying facility elect a net billing
arrangement to-make-nee-sakes, the hourly net energy and capacity
sales delivered to the purchasing utility shall be purchqﬁﬁg at
the utility's avoided energy and capacity rates, where aapficable,
in accordance with Rules Ruie 25-17.0825 and 25-17.0832;

aﬁ—l?19337-09.l-!h.ll-h.df.-ihf.h—l-qllifﬁyinq-i..ii*ty-fl-l*ne!

purehases, purchases from the interconnecting utility shall be

billed pursuant to ae the
or supplemental service rekati rate schedules seheduie-under

ytility's applicable standby service

whieh-the-quatifying-faciiiby-wonid-reeetve-nervice-an-a
nen-gene!cefng-cn.t--ef-ol-the-n!i*i!y.

(4)(a) Payments for energy and capacity sold by a qualifying
facility shall be rendered monthly by the purchasing utillé& and
as promptly as possible, normally by the twentieth busines; day
to}louing the day the meter is read. The kilowatt-hours sold by
the qualifying facility, the applicable avoided energy rate at
which payments were made, and the rate and amount of the
applicable capacity payment shall accompany the payment by the

utility to the gualifying facility.

CODING: Words underlined are additions: words in
strock-through type are deletions from existing law.
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(b) Where simultaneous purchases and sales are made by a
qualifying facility from and to a single utility, avoided enerqgy
and capacity payments to the qualifying facility may, at the
option of the qualifying facility, be shown as a credit to.the
qualifying facility's bill; the kilowatt-hours produced by the
qualifying facility, the avoided energy rate at which payments
were made, and the rate and amount of the capacity payment shall
accompany the bill to the qualifying facility. A credit shall not
exceed the amount of the qualifying facility's bill t:o-;fhg
utility and the excess, if any, shall be paid directly ts éie
qualifying facility in accordance with this rule.

(5) A utility may require a security deposit from each

interconnected qualifying facility in accordance with Rule

25=6.097 for the qualifying facility's purchase of power from the

utility. Each utility's tariff shall contain specific criteria for
determining the applicability and amount of a deposit from an

interconnected a qualifying facility consistent with projected

net cash flow on a monthly basis. E

(6) Each ¥he utility shall keep separate accounts for ;ales
to qualifying facilities and purchases from qualifying facgllties.
Specific Authority: 366.051, 350.127(2), F.S.
Law Implemented: 366.051, r.S.
History: MNew 5/13/81, Amended 9/4/83, formerly 25-17.82,

Amended .

CODING: Words underlined are additions: words in
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25-17.0825 As-Available Energy.

(1) As-available enerqgy is energy produced and sold by a
qualifying facility on an hour-by-hour basis for which congractual
commitments as to the quantity, time, or reliability of delivery
are not required. Each utility shall purchase as-available energy
from any qualifying facility leecated-within-tes-pesviee
terrtboryr--Bach-ubtkrby-may-nedorrakte-a-conktrace-for-che
purehase-af-an-avattablte-energy-from-any-quatifyina-factitey

tocated-outatde-ten-service-terrttory., As-available ene:gybshall

be sold by a qualifying facility and purchased by a ut:ilitf¢
pursuant to the terms and conditions of a published tariff or a
separately negotiated contract.
As-available energy sold by a qualifying facility shall be e
purchased by the utility at a fate. in cents per kilowatt-hour,
not to exceed the utility's avoided energy cost. Because of the
lack of assurances as to the quantity, time, or reliability of
delivery of as-available energy, no capacity payments shall be
made to a qualifying facility for the delivery of as—availg?le
energy. ;
(a) Tariff Rates: Each utility shall publish a taritg-for
the purchase of as-available energy fron qualifying facilities.
Each utility's published tariff shall state that the rate of
payment for as-available energy is the utility's avoided enerqy

cost as defined in subsection Beeeten (2) of this rule, less the

additional costs directly attributable to the purchase of such

CODING: wWords underlined are additions: words in
struck-through type are deletions from existing law,
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energy from a qualifying facility. The additional costs directly
associated with the purchase of as-available energy from
gqualifying facilities shall be specifically identified 1n-§he
utility's tariff. ST

(b) Contract Rates: Each utility may enter into a séparately

negotiated contract for the purchase of as-available energy from a

qualifying facility. All contracts for the purchase of

as-available ener between a qualifying facility and a utilit

shall be filed with the Commission within 10 working dngLif their

signing. Those qualifying facilities wishing to negotiaéeﬁn

contract for the sale of firm capacity and energy with terms

different from those in a utility's standard offer contract may do

50 pursuant to Rule 25-17.0832(2). Where parties cannot agree on

the terms and conditions of a negotiated contract, either party

may apply to the Commission for relief pursuant to Rule 25-17.0834.

(2)(a) Avoided energy costs associated with as-available
energy are defined as »

6.+*-?he-ubiii!rls-actla!—inleeleneai—enelgf-ooot-iot—gr..e
houti—dupéng-vhich-ao-eccnonr—cn-fgy-puochnnen-.o-oo*eo-taf}
pracer-or

thi-=-Fhe-ubittbyln-aceuai-tnerementat-energy-cone-afrer-the
pirehase-ob-econeny-enerdyr-for-those-hourn-durtng-which-econemy
PurCchanes-bake-pracer-or

teb--Phe the utility's actual avoided tmerementai energy

cost before the sale of interchange eeenemy encrgyy-fer-these-

CODING: Words underlined are additions: words in
struck-through type are deletions from existing law.
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hours-durrng-whreh-economy-naten-rake-place. Avoided enerqgy

costs associated with as-available enerqgy shall be all costs the

utility avoided due to the purchase of as-available energy,

including #meiwde the utility's incremental fuel, eand ~ ,
identifiable variable operating and maintenance expense, and

identifiable variable utility power purchases. Demonstrable

utility administrative costs required to calculate avoided enerqy

costs may be deducted from avoided energy payments. Avoided line

losses reflecting the voltage at which generation by thlqlt
gualifying facility is received by the utility shall ala; g;

included in the determination of avoided energy costs. Each
utility shall calculate its avoided energy cost associated with
as-available energy deterministically, on an hour-by-hour basis,

after accounting for interchange sales eeenemy-transaettens which

have taken place, using the utility's actual avoided tnerementai
energy cost eweve for the hour, as affected by feterm-power
purehases-and-paten-when-appitteabite-and the output of the
qualifying facilities connected to the utility's system. Q
nega&att block size at least equal to the most recent avai{}ble
estimate of the combined average hourly generation of all
qualifying facilities making as-avattabie energy sales based on

the utility's as-available enerqy rate and-eenneecked to the

utility wetiteyla-syseem shall be used to calculate the utility's
hourly avoided energy costs associated with as-available energy.

For the purpose of this subsection, interchange sales are

CODING: Words underlined are additions: words in
struck~-through type are deletions from existing law,
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inter-utility sales which are provided at the option of the

selling utility exclusive of central pool dispatch transactions.

(b) Each utility's tariff shall include a description

wetiiby-shati-submit-for-Gomminnton-approvet-deratrin of the
methodology to be used in the calculation of avoided energy cost
implementing subsection Beeeten (2) of this Rule. Each utility’'s
implementation methodology shall specify the method by which the
utility's incremental fuel and operating and maintenance costs and
line losses are determined. o

(3)(a) For qualifying facilities with hourly record;nd!F
meters, monthly payments for as-available energy shall be made and
shall be calculated based on the product of: (1) the utility's
actual avoided energy rate for each hour during the month; and (2)
the quantity of energy sold by the qualifying facility during that
hour.

(b) For qualifying facilities with dual kilowatt-hour
register time-of-day meters, monthly payments for as-available
energy shall be calculated based on the average of the uLiL}ty's
actual hourly avoided energy rate for the on-peak and o[t-q}ak
periods during the month.

{c) For qualifying facilities with standard kilowatt~hour
meters, monthly payments for as-available energy shall be
calculated based on the average of the utility's actual hourly
avoided energy rate for the off-peak periods during the month.

(4) Each utility shall file with the Commission a-menthiy-

CODING: Words underlined are additions: words in
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tepere by the twentieth business day of the following month, a

monthly report of their actual hourly avoided energy costs, the

average of their actual hourly avoided energy costs for the
on-peak and off-peak periods during the month, and the iﬁetaqe of
their actual hourly avoided enerqgy costs for the month with the
Commission. A copy shall be furnished to any individual who
requests such information.

(5) Upon request by a qualifying facility or any interested

person, each utility shall provide within 30 days its most gcurrent

projections of its generation mix, fuel price by type of fdel, and

at least a five year projection of fuel forecasts to estimate

future as-available enerqgy prices as well as any other information

reasonably required by the qualifying facility to project future %

avoided cost prices including, but not limited to, a 24 hour

advance forecast of hour-by-hour avoided energy costs. The

utility may charge an appropriate fee, not to exceed the actual

cost of production and copying, for providing such information.

Bnoh-utiiibr-ttriif-ahaii-inciudrr--!-nini-unr—--ten-ye.f-q,i}iﬂg
eobiiote-of-the-.verage-of—the-uuiiiby&a-nnnun}-genora!ion:;iu
and-fuei-priee-by-type-of-fuetv--Phese-cntimaren-shaii-be-updated
annvatiyr

(6) Utility payments for as-available energy made to
qualifying facilities pursuant to the utility's tariff shall be

recoverable by the utility through the Commission's periodic

review of fuel and purchased power FPuet-and-Purehaned-Pover-Conk-
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Reeovery-Etause, Utility payments for as-available energy made
to qualifying facilities pursuant to a separately negotiated
contract sha!l be recoverable by the utility through the

commission's periodic review of fuel and purchased power costs

Fuet-and-Purehaned-Pover-Cont-Recovery-Claune (f the paynﬁnts are

not reasonably projected to result in higher cost electric service

to the utility's general body of ratepayers or adversely affect

the adequacy or reliability of electric service to all customers

th-the-besk-tnterese-of-the-uktitbyla-ratepayers, 3 E

Specific Authority: 366.051, 350.127(2), F.S.
Law Implemented: 366.051, F.S.

History: New 9/4/83, formerly 25-17.82, Amended 5

AR
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25-17.083 Firm Enerqgy and Capacity.
1) Pirm energy and capacity are energy and capacity produced
and so by a qualifying facility and purchased by a utility
pursuan¥ o a negotiated contract or the utility's standard
contract ofMN¢er and subject to certain contractual provisions as to
the quantity, \ime, and reliability of delivery.

(2) Each uti\ity may negotiate a contract for the purchase of
firm energy and capagity from any qualifying facility. Generally,
such contracts will be\gconsidered prudent for cost recovery
purposes if the followind\criteria are met:

(a) it is demonstrated \hat the purchase of firm energy and
capacity from the qualifying ility pursuant to the terms and
conditions of the contract can reZsonably be expected to result in
the economic deferral or avoidance additional capacity
construction by Florida utilities from statewide perspective; and

(b) the cumulative present worth of Yirm enerqgy and capacity
payments made to the qualifying facility ov the term of the
contract are to be no greater than the cumulathye present worth of
the value of a year-by-year deferral of the statewide avoided unit
over the term of the contract; and

(c) to the extent that the annual firm enerqy and

céntract contains adequate provisions to protect the utility's

ratepayers in the event that the qualifying facility fails to
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rform pursuant to the terms and conditions of the contract.

Su provisions may be in the form of a requirement for the
repaymgnt of firm energy and capacity payments made by the
utilit surety bond or equivalent assurance of performance of
the contra by the qualifying facility, or payment of less than
rm energy and capacity costs. o ——
(3) ity shall submit a tariff containing a standard
offer for the purchwse of firm enerqy and capacity from any
qualifying facility imthe State for approval by the Commission.
In lieu of a separately gotiated contract, a qualifying facility

may accept any utility's stWndard offer.

Each utility's standard oer shall contain, at a minimum, the
following criteria and rates of yment:
{a) A qualifying facility shaly be eligible to receive firm
energy and capacity payments pursuant o a utility's standard
offer if the qualifying facility is willYpg to enter into a
contract for the delivery ot firm enerqgy any capacity on the

following terms and conditions at least two y®Nrs before the

least ten years after the anticipated in-service date of th

statewide avoided unit; and

(ii) the gualifying facility will agree to maintain a seven
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rcent capacity factor for energy delivered by the qualifying

fac\lity on a 12 month rolling average basis. For the purpose of
this bsection, the capacity factor of the qualifying facility
shall b®\Jefined as: the total kilowatt-hours of energy delivered
to the util\ty during the preceding 12 months, divided by the
product of: ) the maximumr kilowatt capacity contractually
committed for de\ivery to the utility by the qualifying facility
during the precedi 12 months and (2) the sum of the total hours
during the preceding months less those hours during which the

utility was unable to achgpt energy and capacity deliveries from

the qualifying facility; a
(iii) additional criterid reasonably required by the utility
planning the statewide avoided unit, related to the delivery of

firm energy and capacity by the quidNifying facility during that

shall not commence until the anticipated in-service date of t

statowide avoided unit. At the option of the qualifying facili
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owever, a utility may begin making early capacity payments

the statewiye avoided unit. The avoided operating and maintenance

e

expense compongnt of the value of a year-by-year detferral of the

statewide avoided unit shall be included in the capacity payment

made to the qualifyNng facility starting with the anticipated

in-service date of thé\statewide avoided unit. Where such early

capacity payments are madg, the cumulative present value of the

avoided capital cost componwnt of capacity payments made to the

qualifying facility over the rm of the contract shall not exceed

the cumulative present value of e avoided capital cost component

o -‘-4" -

of capacity payments which would ha been made to the qualifying

facility had such payments commenced WNth the in-service date of

the statewide avoided unit. For the purpgse of this option, the

avoided capital cost component of capacity yments to be made to
a qualifying facility starting as early as sevyn years prior to
the anticipated in-service date of the statewide \yvoided unit

shall be paid monthly and shall be calculated as fo

Am = A (l+ipln ; for n = o, n
12
Where: Am - monthly avoided capital cost component o
capacity payments to be made to the qualifyZg
facility starting as early as seven years pri
CODING: wWords underlined are additions;: words in

struck~-through type are deletions from existing law,
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n s
A = P

Where: 1 4 =

. =

t =

49-EU

to the anticipated in-service date of the
statewide avoided unit, in dollars per kilowatt
per month;

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

year for which early capacity payments to a

qualifying facility are made; and

the cumulative presen® value of the avoided
capital cost component OY capacity payments
which would have been made Wad capacity
payments commenced with the aNicipated
in-service date of the statewide\avoided unit;
annual discount rate, defined as t utility's
incremental after tax cost of capital) and

the term, in years, of the contract for e
purchase of firm capacity commencing prior

the in-service date of the statewide avoided
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unit.

(ii) Capacity payments shall be equal to the average

embedde ook rost of fossil steam production plant of the utility

shall not commence til the anticipated in-service date of the
statewide avoided uni At the option of the qualifying facility,
however, a utility may bdgin making capacity payments pursuant to
this option as early as sev years prior to the anticipated
in-service date of the statewi¥Ye unit.

{c) If capacity payments ard to be made prior to the
anticipated in-service date of the Matewide évol&ed unit, the
qualifying facility shall be required \o provide a surety bond or
egquivalent assurance of repayment of the%garly capacity payments
if the qualifying facility is unable to meeh the terms and
conditions of the contract.

(d) Each utility's standard offer shall be vised annually
to reflect changes in the designation of the statewlZde avoided
unit, its timing, and its cost; and changes in the avewxage
embedded book cost of fossil steam production plant. H ver, the
statewide avoided unit and the timing of the statewide avoiled
unit upon which the value of deferral and contractual rates o

payment for capacity pursuant to Section (3)(b)(i) of this rule
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lculated shall remain fixed for a qualifying facility upon
ance of the value of deferral option of the utility's
d offer, At the choice of the qualifying facility,

ates of payment for capacity sold by a qualifying

ty puxsuant to Section (1)(b)(i) of this rule may be revised
ly to ré&{lect changes in the value of deferral or may, at
me a qualilying facility accepts this option of the

y's standard wWffer, be specified for the duration of the

ct to reflect expected changes in the value of deferral.

facility's election of a specified or
ly revised rate of payment for capacity sold pursuant to
n (3)(b)(i) of this rulé\may not be changed for the duration
contract. Contract rates“Nof payment for capacity sold by a
ying facility pursuant to Sechion (3)(b)(ii), of this rule
be revised annually.
) The Commission shall initiate piNoceedings on an annual
to determine the statewide avoided ulhit for the purpose of
f firm energy and

ty purchases from qualifying facilities. connection with
proceedings:
) Each utility in the State of Plorida shall su
is to the Commission identifying its next planned
ified generating unit to be added to its system pursu
st current long range generation expansion plan. The

+s shall include an estimate of the size, timing, cost, an
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erating characteristics of the utility's next planned

und¢rtified generating unit, and include all assumptions necessary
to ma\e these estimations. The analysis shall exclude from

conside™Nytion the anticipated kilowatt and kilowatt-hour

contributi to the utility's system from existing or proposed
qualifying fagilities which are not under contract for the
delivery of firl\ enerqy and capacity.
(b) Each utilNty in the State which plans to construct or is
constructing a propoMed certified generating unit shall submit an
analysis identifying thWse units. The analysis shall include an

estimation of the construd{ion schedule, anticipated in-service

date, cost, and operating chhracteristics of the proposed
certified unit and include a dM&ailed time-series estimation of

the cost of cancelliné constructi of the unit at any time up to

its in-service date.

(5) To the extent that firm energ) and capacity purchased
from a qualifying facility by a utility rsuant to the utility's
standard offer is not needed by the purchasNg utility or that the

avoided energy and capacity cost associated wi the statewide
avoided unit exceed the purchasing utility's avoNled energy and
capacity cost, these rules shall be construed to enhourage the
purchasing utility to sell all or part of the energy
purchased from a qualifying facility to the utility plan

statewide avoided unit. The utility which is planning the

desiynated statewide avoided unit is expected to purchase suc
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ergy and capacity at the original purchasing utility's cost.

(6) Por the purpose of this rule, avoided energy costs
assocyated with firm energy sold to a utility by a qualifying
facilit ursuant to the utility's standard offer shall be defined
as the lesdgr of the as-available avoided energy cost of the
utility planndg the statewide avoided unit and the statewide
avoided unit eneWZgy cost, commencing with the anticipated
in~service date of Yhe statewide avoided unit and continuing
throughout the term oM the contract.

The statewide avoideM unit energy cost shall be defined as the
cost of fuel, in cents per ilowatt hour, which would have been

burned at the statewide avoid unit and shall be calculated as

follows:
The average market price of fué{, in cents per million Btu,
associated with the statewide avoidedWnit multiplied by the

average heat rate associated with the stZ\ewide avoided unit.
Before the anticipated in-service date Wf the statewide

avoided unit, a qualifying facility who has adgepted a utility's

standard offer may sell electricity pursuant to le 25-17.0825.

(7) For the purpose of this rule, avoided cap

fol'lows:
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for a onh year deferral:

Cm = utilNty's value of avoided capacity, in dollars per
kilowa per month, during month m;
= a constan® risk multiplier equal to 0.8 for the
purpose of the utility's standard contract offer;
= present value carrying charges for one dollar of
investment over L%\years with carrying charges
assumed to be paid ayz the end of each year;
= total direct and indirégt cost, in dollars per
kilowatt including AFUDC t excluding CWIP, of the
statewide avoided unit with in-service date of
year nj
E total first year's fixed and varidle operating and

maintenance expense, less fuel and iMdollars per

cost of the statewide avoided unit;

- annual escalation rate associated with the operat
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(8) Firm energy and cap
facilities pursuant to a utili
recoverable by a utility through
Recovery Clause. PFPirm energy and c

qualifying facility pursuant to a sepa

shall

Power

in accordance with Section (2) of this rule.

Specific Authority: 366.04(1), 366.05(1), 366.05

F.S,

Law Implemented: 366.05(9), F.S.

History: HNew 9/4/83, formerly 25~17.83, Repealed

42466

and maintenance expense of the statewide avoided
unit;
= annual discount rate, defined as the utility's
incremental after tax cost of capital;
expected life of the statewide avoided unit; and

ear “for which the statewide avoided unit is

capacity.
ity payments made to qualifying

's standard offer shall be

e Fuel and Purchased Power Cost
acity payments made to a

tely negotiated contract
be recoverable by a utility throughZ\he Fuel and Purchased
found to be prudent

Cost Recovery Clause if the contract i

), 350.127(2),
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25~-17,0831 Contracts.
A utility and a qualifying facility may enter into a contract

which\varies from the terms and conditions specified in these

rules. 11 contracts between a utility and qualifying facility
shall be led with the Commission. In the event that a utility

and a qualify{ng facility cannot agree on terms and conditions for

the purchase of\genergy or capacity, either party may apply to the
Commission for relfef, and the Commission shall grant relief in
accordance with Rulef 25-17.080 through 25-~17.088.
Specific Authority: 36%.05(9), 350.127(2), P.S.
Law Implemented: 366.05(%), F.S.

History: New 5/13/81, amendwad 9/4/83, formerly 25-17.831, Repealed

5

N
<
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1 25=17.0832 Firm Capacity and Enerqy Contracts
2 (1) Firm capacity and enerqy are capacity and enerqgy produced

3 and sold by a qualifying facility and purchased by a utility

4 pursuant to a negotiated contract or a standard offer contcact

5 subject to certain contractual provisions as to the quantity, time
6 and reliability of delivery.

7 (a) Within one working day of the execution of a negotiated

8 contract or the receipt of a signed standard offer contract, the
9| utility shall notify the Director of the Division of Elegtgic and -

10 Gas and provide the amount of committed capacity and theﬁagolded

11 unit, if any, to which the contract should be applied.

12 (b) Within 10 working days of the execution of a negotiated

13 contract for the purchase of firm capacity and energy or within 10

e
B

14 working days of receipt of a signed standard offer contract, the

15 purchasing utility shall file with the Commission a copy of the

16 signed contract and a summacry of its terms and conditions. At a

17 minimum, such a summary shall report:

18 == the name of the utility and the owner and/or.

19 3 operator of the qualifying facility, who areE~

20 signatories of the contract; e S
e it ] VOSSR 2. the amount of committed capacity specified in the

22 contract, the size of the facility, the type of the

23 facility its location, and its interconnection and

24 transmission requirements;

25 3. the amount of annual and on-peak and off-peak enerqy
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expected to be delivered to the utility;

the type of unit being avoided, its size and its

in-service year;

-
.

the in-service date of the qualifying tacfiity; and

the date by which the delivery of firm capacity and

energy is expected to commence.

w
.

1>

(c) Prior to the anticipated in-service date of the avoided

unit specified in the contract, a qualifying facility which has

negotiated a firm capacity and energy contract or has accepted a

=4
utility's standard offer contract may sell as-available enérgy to

any utility pursuant to Rule 25-17.0825.

(2) Negotiated Contracts. Utilities and qualifying

facilities are encouraged to neqotiate contracts for the purchase

of firm capacity and energy. Such contracts will be considered

prudent for cost recovery purposes if it is demonstrated that the

purchase of firm capacity and enerqgy from the qualifying facility

pursuant to the rates, terms, and other conditions of the contract

can reasonably be expected to contribute towards the defercgal or

avoidance of additional capacity construction or other j
capacity~-related costs by the purchasing utility at a cost to the
utility's ratepayers which does not exceed full avoided costs,
giving consideration to the characteristics of the capacity and
energy to be delivered by the qualifying facility under the

contract, Negotjiated contracts shall not be evaluated against an

avaided unit in a standard offer contract, thus preserving the

CODING: Words underlined are additions: words in
struck-theough type are deletions from existing law,

42466



174

[

o wnw A W N

10
11
12
13
14
15

16

18
19
20
21
22
23
24
25

ORDER NO. 23623
DOCKET NO, B891049-EU
PAGE 32

standard offer for small qualifying facilities as described in

subsection (3). In reviewing negotiated firm capacity and enerqgy

contracts for the purpose of cost recovery, the Commission shall

consider factors relating to the contract that uould‘lnpict the

utility's general body of retail and wholesale customers including:

(a) whether additional firm capacity and energy is needed by

the purchasing utility and by Florida utilities from a statewide

perspective; and

(b) whether the cumulative present worth of firm capagity and

enerqy payments made to the qualifying facility over the térm of

the contract are projected to be no greater than:

1. the cumulative present worth of the value of a

year~-by~-year deferral of the construction and

operation of generation or parts thereof by the

purchasing utility over the term of the contract;

calculated in accordance with subsection (4) and

paragraph (5)(a) of this rule, providing that the

contract is designed to contribute towards the

; deferral or avoidance of such capacity; or. = .

-

r B8 the cummulative present worth of other capacity and

energy related costs that the contract is designed

to avoid such as fuel, operation and maintenance

expenses or alternative purchases of capacity,

providing that the contract is designed to avoid

such costs; and
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(c) to the extent that annual firm capacity and energy

payments made to the gualifying facility in any year exceed that

year's annual value of deferring the construction and operation of

generation by the purchasing utility or other capacity and enerqy
related costs, whether the contract contains provisions to ensure
repayment of such payments exceeding that year's value of
deferring that capacity in the event that the qualifying facility
fails to deliver firm capacity and energy pursuant to the terms
and conditions of the contract; provided, however, that gfggisions

to ensure repayment may be based on forecasted data; and

(d) considering the technical reliability, viability and

financial stability of the gualifying facility, whether the

contract contains provisions to protect the purchasing.utility's
ratepayers in the event the qualifying facility fails to deliver

firm capacity and energy in the amount and times specified in the

contract.

(3) Standard Offer Contracts.

(a) Upon petition by a utility or pursuant to a Commission

actlbn, each public utility shall submit for Commission appioval a

tariff or tariffs and a standard offer contract or contracts for

the purchase of firm capacity and energy from small qualifying

facilities less than 75 megawatts or from solid waste facilities
as defined in Rule 25-17.091.

{b) The rates, terms, and other conditions contained in each

utility's standard offer contract or contracts shall be based on

CODING: Words underlined are additions; words in
struck~through type are deletions from existing law,

42466



176

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

ORDER NO. 23623
DOCKET NO. 891049-EU
PAGE 34

the need for and equal to the avoided cost of deferring or
avoiding the construction of additional generation capacity or
pacts thereof by the purchasing utility. Rates for payment of
capacity sold by a qualifying facility shall be specifiel in the

contract for the duration of the contract. 1In reviewing i

utility's standard offer contract or contracts, the Commission

shall consider the criteria specified in paragraphs (2)(a) through £

(2)(d) of this rule, as well as any other information relating to

the determination of the utility's full avoided costs. 3
fufying

(c) In lieu of a separately negotiated contract, a gu

facility under 75 megawatts or a solid waste facility as defined

in Rule 25-17.091(1), P.A.C., may accept any utility's standard

offer contract., Qualifying facilities which are 75 megawatts or

greater may negotiate contracts for the purchase of capacity and

energy pursuant to subsection (2). Should a utility fail to

negotiate in qood faith, any qualifying facility may apply to the

Commission for relief pursuant to Rule 25-17.0834, F.A.C.

(d) Within 60 days of receipt of a signed standard offer
STIvp—- L&

contfact, the utility shall either accept and sign the contract
and return it within five days to the qualifying facility or

petition the Commission not to accept the contract and provide

ustification for the refusal. Such petitions may be based on:

1. a reasonable allegation by the utility that

acceptance of the standard offer will exceed the

subscription limit of the avoided unit or units; or
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2. material evidence that because the qualifying

facility is not financially or technically viable,

it is unlikely that the committed capacity and

enerqy would be made available to the utifity by the

date specified in the standard offer.

A standard offer contract which has been accepted by a qualifying

facility shall apply towards the subscription limit of the unit

designated in the contract effective the date the utility receives

the accepted contract. If the contract is not accepted By ghe

utility, its effect shall be removed from the subscription limit

effective the date of the Commission order granting the utility's

12
13
14
15
16
17
18
19
20
21
22

23

petition.

te)

Minimum Specifications.

Each standard offer contract

shall, at minimum, specify:

1.

L]

L
.
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the avoided unit or units on which the contract is

based;

the total amount of committed capacity,

in

megawatts, needed to fully subscribe the avoided

unit specified in the contract;

the payment options available to the qualifying

"
-~

facility including all financial and economic

assumptions necessary to calculate the firm capacity
payments available under each payment option and an
illustrative calculation of firm capacity payments

for a minimum ten year term contract commencing with
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1 the in-service date of the avoided unit for each

2 payment option;

3 4. the date on which the standard contract offer

4 expires. This date shall be at least four years

5 before the anticipated in-service date of the

6 avoided unit or units unless the avoided unit could

7 be constructed in less than four years, or when the
8 subscription limit has been reached;

9 5. the date by which firm capacity and energya

10 deliveries from the qualifying facility to-the

13 utility shall commence. This date shall be no later
12 than the anticipated in-service date of the avoided
13 unit specified in the contract; : o e R
14 6. the period of time over which firm capacity and l 5
15 energy shall be delivered from the qualifying

16 facility to the utility. Firm capacity and enerqgy
17 shall be delivered, at a minimum, for a period of

18 ten years, commencing with the anticipated o

19 i in-service date of the avoided unit specltleé;in the
20 contract. At a maximum, firm capacity and energy
211 shall be delivered for a period of time equal to the
22 anticipated plant life of the avoided unit,

23 commencing with the anticipated in-service date of
24 the avoided unit;

25 7. the minimum performance standards for the delivery
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1 facility and demonstration that the facility can
2 deliver the amount of capacity and energy specified
3 in the contract; and
4 Ty a lirting of the parameters, includinq‘anf.tnpact on
5 electric power transfer capability, aaaociited with

the qualifying facility as compared to the avoided

unit necessary for the calculation of the avoided

COSCt.

e O N o

(g) Firm Capacity Payment Options. Each standard odf

10 contract shall also contain, at a minimum, the following options

11 for the payment of firm capacity delivered by the qualifying

12 facility:

13 P Value of peferral capacity payments. Value of

14 deferral capacity payments shall commence on the

15 anticipated in-service date of the avoided unit.

16 Capacity payments under this option shall consist of
17 monthly payments escalating annually of the avoided
18 capital and fixed operation and maintenance expense
19 . associated with the avoided unit and shall béﬁeqnal
20 to the value of a year-by-year deferral of the

=) 5 Hev IR avoided unit, calculated in accordance with

22 paragraph (5)(a) of this rule.

23 2, Early capacity payments. Each standard offer

24 contract shall specify the earliest date prior to
25 the anticipated in-service date of the avoided unit
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when early capacity payments may commence. The

early capacity payment date shall be an

approximation of the lead time required to site and

construct the avoided unit. EBarly capacity payments

shall consist of monthly payments escalating

annually of the avoided capital and fixed operation

and maintenance expense associated with the avoided

unit, calculated in conformance with paragraph

(5)(b) of the rule. At the option of the qualifying

facility, early capacity payments may conleng; at

any time after the specified early capacity payment

date and before the anticipated in-service date of

the avoided unit provided that the qualifying

facility is delivering firm capacity and enerqy to

the utility. Where early capacity payments are

elected, the cumulative present value of the

capacity payments made to the qualifying facility

over the term of the contract shall not exceed the

cumulative present value of the capacity payments
-

which would have been made to the qualifying

facility had such payments been made pursuant to
subparagraph (3)(g)l of this rule.

Levelized capacity payments. Levelized capacity
payments shall commence on the anticipated
in-service date of the avoided unit. The capital
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portion of capacity payments under this option shall

consist of equal monthly payments over the term of

the contract, calculated in conformance with

paragraph (5)(c) of this rule. The tixed'%goration
and maintenance portion of capacity payments shall

be equal to the value of the year-by-year deferral

of fixed operation and maintenance expense

associated with the avoided unit calculated in

conformance with paragraph (5)(a) of this cule.

Where levelized capacity payments are electcj; the

cumulative present value of the levelized capacity

payments made to the qualifying facility over the

term of the contract shall not exceed the cumulative

present value of capacity payments which would have

been made to the qualifying facility had such

payments been made pursuant to subparagraph (3)(g)l

of this rule, value of deferral capacity payments.

o

I

Early levelized capacity payments. Each standard

; offer contract shall specify the earliest daté prior

to the anticipated in-service date of the avoided 113

unit when early levelized capacity payments may

commence. The early capacity payment date shall be

an approximation of the lead time required to site

and construct the avoided unit. The capital portion

of capacity payments under this option shall consist
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of equal monthly payments over the term of the

contract, calculated in conformance with paragraph
(5)(c) of this rule. [he fixed operation and

mairtenance expense shall be calculated im .

conformance with paragraph (5)(b) of this rule. At

the option of the qualifying facility, early

levelized capacity payments shall commence at any

time after the specified early capacity date and

before the anticipated in-service date of shg

avoided unit provided that the qualifying }aglllty

is delivering firm capacity and energy to the

utility. Where early levelized capacity payments

are elected, the cumulative present value of the

capacity payments made to the qualifying facility

over the term of the contract shall not exceed the

cumulative present value of the capacity payments

which would have been made to the qualifying

facility had such payments been made pursuant to

3 subparagraph (3)(g)l of this rule. -

-

(4) Avoided Enerqy Payments.

(a) For the purpose of this rule, avoided energy costs

associated with firm energy sold to a utility by a qualifying

facility pursuant to a utility's standard offer contract shall

commeénce with the in-service date of the avoided unit specified in

the contract. Prior to the in-service date of the avoided unit,
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the qualifying facility may sell as-available energy to the

utility pursuant to Rule 25-17.0825.

(b) To the extent that the avoided unit would have been

operated, had that unit been installed, avoided enerqy Costs

associated with firm enerqy shall be the enerqy cost of this

unit, To the extent that the avoided unit would not have been

operated, the avoided energy costs shall be the as-available

avoided ener cost of the purchasing utility. During the periods

that the avoided unit would not have been operated, £1rnag£££gl

urchased from qualifying facilities shall be treated as

as-available enerqy for the purposes of determining the megawatt

block size in Rule 25-17.0825(2)(a).

(c) The energy cost of the avoided unit specified in the

contract shall be defined as the cost of fuel, in cents per

kilowatt-hour, which would have been burned at the avoided unit

plus variable operation and maintenance expense plus avoided line

losses. The cost of fuel shall be calculated as the average

market price of fuel, in cents per million Btu, associated with

= I

the ﬁvoided unit multiplied by the average heat rate anaocﬁgted

with the avoided unit. The variable operating and maintenance

expense shall be estimated based on the unit fuel type and

technology of the avoided unic.

{5) Calculation of standard offer contract firm capacity

payment options.
{(a) Calculation of year~by-year value of deferral. The
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year-by-year value of deferral of an avoided unit shall be the

difference in revenue requirements associated with deferring the

avoided unit one year and shall be calculated as fOllDUl:-'

( (25 41 4ie): ] ' )

VAC & = 1 [ K1 { {142 ] # o, )
2. (1~ 1+ ip)) ]

[ ( (3 9% ) ]

Where, for a one year deferral:

VAC_ - utility's monthly value of avoided capacity, in
dollars per kilowatt per month, for each month pACKV
of year n;

K = present value of carrving charges for one dollar

of investment over L years with carcrying charqges

computed using average annual rate base and

assumed to be paid at the middle of each_year

. s
. and present value to the middle of the first
ear
in b total direct and indirect cost, in mid-year

dollars per kilowatt including AFUDC but

excluding CWIP, of the avoided unit with an

in-service date of year n, including all

jdentifiable and quantifiable costs relating to
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1 the construction of the avoided unit that would
2 have been paid had the avoided unit been
3 constructed;
a o .= total fixed operation and maintenance ®xpense
5 - for the year n, in mid-year dollars per.kilouatt
6 per year, of the avoided unit;
7 ig = annual escalation rate associated with the plant
8 cost of the avoided unit(s);
9 i, L annual escalation rate associated uith_-i_l’n
10 3 operation and maintenance expense of ti-'ne s'a\midm!
11 unit(s);
12 i3 = annual discount rate, defined as the utility's
13 incremental after tax cost of capital;
14 L = expected life of the avoided unit; and
15 n = year for which the avoided unit is deferred L
16 starting with its original anticipated
17 in-service date and ending with tne termination
18 of the contract for the purchase of firm ?nergz
19 B and capacity. ‘;
20 (b) calculation of early capacity payments. Monthly early
21 Ry capacity payments shall be calculated as follows:
22
23 AL i AL 12!"'13 tA, (14 jo) (m-1) for m=l to t
24 12 12
25
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In

monthly early capacity payments to be made to

the qualifying facility for each month of the

contract year n, in dollars per kilowatt per

Where: A
—_— -

month; ¢

annual escalation rate associated with the

-

plant cost of the avoided unit;

= annual escalation note associated with the

operation and maintenance expense of the
avoided unit(s); 4 p

year for which early capacity payments é; a

Lot
4

1=
in

qualifying facility are made, starting in year

one and ending in the year t;

the term, in years, of the contract for the

purchase of firm capacity;

( (1 + ip) )
A = P { L=y - Qibe P} ]
; ( (1 + ip) =
[ g T R 1 A |

s

Where: F fd the cumulative present value in the year that
the contractual payments will begin, of the

avoided capital cost component of capacity
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payments which would have been made had
capacity payments commenced with the
14
anticipated in-service date of the avoided
unit(s): and P 3¢
|4 - annual discount rate, defined as the utility's '"*‘ =
incremental after tax cost of capital; and o
[ ]
[ (1 + io) ) .:,g mﬂaw
A, = G ( IR G T ] :
( (1.+10)% 3 ]
T e | B B LR
( ! S s R
Where: G - The cumulative present value in the year that
the contractual payments will beqin, of the
-
avoided fixed operation and maintenance expense
1
. component of capacity payments which wouid have

been made had capacity payments commenced with

the anticipated in-service date of the avoided

unit.

{c) Levelized and early levelized capacity payments. Monthly
levelized and early levelized capacity payments shall be

calculated as follows:
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12 1-(1+r)""

-
»

Where: the monthly levelized capacity payment,

e

starting on or prior to the in-service date of

the avoided unit;

the cumulative present value, in the year that

I
in

the contractual payments will begin, of pthe

avoided capital cost component of the capacity

payments which would have been made had the

capacity payments not been levelized;

the annual discount rate, defined as the

In
In

utility's incremental after tax cost of

capital; and

the term, in years, of the contract for the

jer
In

purchase of firm capacity.

the monthly fixed operation and maintenance
3

i component of the capacity payments, calcmlated

in accordance with paragraph (S)(a) for
levelized capacity payments or with paragraph

5)(b) for early levelized capacit ayments.

=}
In

(6) Sale of Excess Firm Energy and Capacity. To the extent

that firm enerqy and capacity purchased from a qualifying facility

pursuant to a standard offer contract or an individually
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negotiated contract is not needed by the purchasing utility, these

rules shall be construed to encourage the purchasing utility to

sell all or part of the energy and capacity to the utility in need

of enerqgy and capacity at a mutually agreed upon price whieh is

cost effective to the ratepayers.

{7 Upon request by a qualifying facility or any interested

person, each utility shall provide within 30 days its most current

projections of its future generation mix including type and timing

of anticipated generation additions, and at least a 20-yea

projection of fuel forecasts, as well as any other information

reasonably required by the qualifying facility to project future

avoided cost prices. The utility may charge an appropriate fee,

not to exceed the actual cost of production and copying, for

providing such information.

(B)(a) Pirm enerqy and capacity payments made to a qualifying

facility pursuant to a separately negotiated contract shall be

recoverable by a utility through the Commission's periodic review

of fuel and purchased power costs if the contract is found to be

e ponrd

prudint in accordance with subsection (2) of this rule.

b) Upon acceptance of the contract by both parties, firm

energy and capacity payments made to a qualifying facility

pursuant to a standard offer contract shall be recoverable by a

utility through the Commission's periodic review of fuel and
purchased power costs.

{c) Pirm energy and capacity payments made pursuant to a
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standard offer contract signed by the qualifying facility, for

which the utility has petitioned the Commission to reject, is

recoverable through the Commission's periodic review of fuel and

purchased power costs if the Commission requires the utility to

accept the contract because it satisfies subsection (3) of this

tule.
Specific Authority: 350,127, 366.04(1), 366,051, 366.05(8), P.S.
Law Implemented: 366.051, 403.503, FP.S.

History: New.

g

e

.
|
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25-17.0833 Planning Hearings,

(1) Upon petition or on its own motion, the Commission shall

periodically review optimal generation and transmission plans from

a statewide and individual utility perspective. In conn®ction

with these proceedings, the Commission shall consider the need for

capacity from both & statewide and individual utility perspective,

the adequacy of the transmission grid, and other strateqic

planning concerns affecting the Florida electric qgrid.

(2) Upon petition, or on its own motion, the Couniaﬂ?, as

needed, shall review individual utility generation and e;p nsion

plans at any time.

Specific Authority: 366.05(8), 366.051, 350.127(2), F.S.
Law Implemented: 366.051, F.S,

History: New.

YR
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25-17.0834 Settlement of Disputes in Contract Negotiations.

(1) Public utilities shall negotiate in good faith for the

purchase of capacity and energy from qualifying facilities and

interconnection with qualifying facilicies. In the event that a

utility and a qualilying facility cannot agree on the rates,

terms, and other conditions for the purchase of capacity and

energy, either party may apply to the Commission for relief.

Qualifying facilities may petition the Commission to order a

utility to sign a contract for the purchase of capacity m?energz
which does not exceed a utility's full avoided costs as éo ined in

366.051, Florida Statutes, should the Commission find that the

utilicy failed to negotiate in good faith.

(2) To the extent possible, the Commission will dispose of an

application for relief within 90 days of the filing of a petition

by either a utility or a qualifying facility.

(3) If the Commission finds that a utility has failed to

negotiate or deal in good faith with qualifying facilities, or has

explicitly dealt in bad faith with qualifying facilities, it shall
%

impose an appropriate penalty on the utility as approved bg&

section 350.127, Florida Statutes.

Specific Authority: 366.051, 350.127(2), F.S.
Law Implemented: 366.051, F.S.

History: New.

CODING: Words underlined are additions; words in
struck-through type are deletions from existing law.

42466



194

ORDER NO. 23623
DOCKET NO. 891049-EU

PAGE 52
1 25-17.087 Interconnection and Standards.
2 (1) Each utility shall interconnect with any qualifying

3 facility which:

4 (a) is in its service area; ity

5 (b) requests interconnection;

6 (c) agrees to meet system standards specified in this rule;

7| andy :

8 (d) agrees to pay the cost of interconnection; and =

9 (e) signs an interconnection agreement. 4 3 r <
10 (2) Nothing in this rule shall be construed to preciuj; a

11| utility from evaluating each request for interconnection on its

12| own merits and modifying the general standards specified in this
13| rule to reflect the result of such an evaluation.

14 (3) Where a utility refuses to interconnect with a qualifying
15| facility or attempts to impose unreasonable standards pursuant to
16| subsection Seekien (2) of this rule, the qualifying facility may
17| petition the Commission for relief. The utility shall have the

18 burden of demonstrating to the Commission why interconnection with
19 the gqualifying facility should not be required or that thej~ s
20| standards the utility seeks to impose on the qualifying facility
21 pursuant to subsection Geetten (2) are reasonable.

22 (4) Upon a showing of credit worthiness, the ¥he qualifying

23| facility shall have the option of making monthly installment

24 payments over a period no longer than 36 months toward the full

25 cost of interconnection, However, where the qualifying facility
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exercises that option the utility shall charge interest on the
amount owing. The utility shall charge such interest at the
30-day commercial paper rate. In any event, no utility may bear
the cost of interconnection. <A

(5) Application itor Interconnection. A qualifying facility
shall not operate electric generating equipment in parallel with
the utility's electric system without the prior written consent of
the utility. Formal application for interconnection shall be made
by the qualifying facility prior to the installation of an
generation related equipment, This application shall be-
accompanied by the following:

(a) Physical layout drawings, including dimensions;

(b) All associated equipment specifications and
characteristics includingy-but-net-timteed-tey technical
parameters, ratings, basic impulse levels, electrical main
one-line diagrams, schematic diagrams, system protections,
frequency, voltage, current and interconnection distance;

(c) Functional and logic diagrams, control and meter ®
diagtams, conductor sizes and length, and any other relevae} data
which might be necessary to understand the proposed system and to
be_able to make a coordinated system;

(d) Power requirements in watts and vars;

(e) Expected radio-noise, harmonic generation and telephone

interference factor;

(f) Synchronizing methods; andr

CODING: Words underlined are additions: words in
struck-through type are deletions from existing law.

4246G



196

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

ORDER NO. 23623
DOCKET NO. 891049-EU
PAGE 54

(g) Operating/instruction manuals.

Any subsequent change in the system must also be submitted for
review and written approval prior to actual modification. The
above mentioned review, recommendations and approval by the
utility do net relieve the qualifying facility from co-pléte
responsibility for the adequate engineering design, construction
and operation of the qualifying facility equipment and for any
liability for injuries to property or persons associated with any
failure to perform in a proper and safe manner for any rqﬁ n.

(6) Personnel Safety. Adequate protection and safe-
operational procedures must be developed and followed by the joint
system. These operating procedures must be approved by both the
utility and the qualifying facility. The qualifying facility
shall be required to furnish, install, operate and maintain in
good order and repair, and be solely responsible for, without cost
to the utility, all facilities required for the safe operation of
the generation system in parallel with the utility's system.

The qualifying facility shall permit the utility's empkoyeea
to enter upon its property at any reasonable time for the E;rpoae
of inspection and/or testing the qualifying facility's equipment,
facilities, or apparatus. Such inspections shall not relieve the
qualifying facility from its obligation to maintain its equipment
in safe and satisfactory operating condition.

The utility's approval of isolating devices used by the

qualifying facility will be required to ensure that these will
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comply with the utility's switching and tagging procedure for safe
working clearances.

(a) Disconnect Switch. A manual disconnect switch, of the
visible load break type, to provide a separation point between the
qualifying facility's generation system and the utility's system,
shall be required. The utility will specify the location of the
disconnect switch. The switch shall be mounted separate from the
meter socket and shall be readily accessible to the utility and be
capable of being locked in the open position with a utilL;Yb
padlock. The utility may reserve the right to open the ;uééch
(i.e. isolating the qualifying facility's generation system)
without prior notice to the qualifying facility. To the extent
practicable, however, prior notice shall be given.

Any of the following conditions shall be cause for
disconnection:

1z Utility system emergencies and/or maintenance
requirements;

z. Hazardous conditions existing on the qualifying

3 facility's generating or protective equipnentias

determined by the utility; -

3. Adverse effects of the qualifying facility's
generation to the utility's other electric consumers
and/or system as determined by the utility;

4. Failure of the qualifying facility to maintain any

required insurancey ; ory
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1 S. Failure of the qualifying facility to comply with
2 any existing or future regulations, rules, orders or
3 decisions of any governmental or regulatory :
4 authority having jurisdiction over the qualji€ying
5 facility's electric generating equipment or the
6 operation of such equipment.
7 (b) Responsibility and Liability. The utility and the

8 qualifying facility shall each be responsible for its own weiiiey

9 owned facilities. The utility and the qualifying facility ,
2 2

10 shall each be responsible for the-quaitrfyina-factitbyln-en
11 eysetemy ensuring adequate safeguards for other utility customers,

12 utility and qualifying facility personnel and equipment, and for

13 the protection of its own generating system. The utility and the

14 qualifying facility shall each indemnify and save the other

15 weiritey harmless from any and all claims, demands, costs, or

16 expense for loss, damage, or injury to persons or property of the
17 other teretuding-che-quattfyrna-facrirbylo-aeneration-aysten-and

18 the-wetitbytn-aynremiy caused by, arising out of, or reuultknq
3

19| from: 2

20 1. Any act or omission by a party the-quatifying

21 = factitbyy or that party's quatifying-faciiieyls

22 contractors, agents, servants and employees in

23 connection with the installation or operation of
24 that party's the-quaktfying-faetkteyln generation
25 system or the operation thereof in connection with
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the other party's weikieylm system;
2. Any defect in, failure of, or fault related to a
party's the-quatifying-faetbieyls generation system;
3. The quattfyina-faeriteyis negligence of a‘bartx
or negligence of that party's aquatifying-faeriteyls
contractors, agents servants and employees; ory
4. Any other event or act that is the result of, or
proximately caused by, a party the-quakifying
faciirey. 3 e

For the purposes of this subsection, the term party shall mean

either utility or qualifying facility, as the case may be.

(c) Insurance. The qualifying facility shall deliver to the
utility, at least fifteen days prior to the start of any

interconnection work, a certificate of insurance certifying the

qualifying facility's coverage under eertified-copy-or-dupiteate

ertqinat-of a liability insurance policy issued by a reputable

insurance company authorized to do business in the State of

Florida naming the qualifying facility as named insured, Sekntiy
. v
proteceing-and-tndemntfying-the-quattfytna-faetitey and the:

utility as an additional named insured, which policy shall contain

a broad form contractual endorsement specifically covering the

liabilities accepted under this agreement tes-efficerny

empiroyeeny-and-representativesn-agatnne-akk-tiabtitey-and-enpenne
oen-aceednt-of-etatmp-and-sutea-for-indurten-or-damagen-to-persons

er-properey arising out of the interconnection to the qualifying
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1 facility, or caused by operation of any of the qualifying
2 facility's equipment or by the qualifying facility's failure to

3 maintain the qualifying facility's equipment in satisfactory and

4 safe operating condition. Sre e
5 The policy providing such coverage shall provide public
6 liability insurance, including property damage, in an amount not

7 less than $300,000 for each occurrence; more insurance may be
8 required as deemed necessary by the utility. In addition, the

9 above required policy shall be endorsed with a provision;yyreby

10 the insurance company will notify the utility thirty day; rior to
11 the effective date of cancellation or material change in the

12 policy.

13 The qualifying facility shall pay all premiums and other

14 charges due on said policy .and keep said policy in force during

15 the entire period of interconnection with the utility. -
16 (7) Protection and Operation. It will be the responsibility
17 of the qualifying facility to provide all devices necessary to

18 protect the qualifying facility's equipment from damage by_;he

19 abnogmal conditions and operations which occur on the utll&?v

20 system that result in interruptions and restorations of sefvice by
21 the utility's equipment and personnel. The qualifying facility

22| shall protect its generator and associated equipment from e

23 overvoltage, undervoltage, overload, short circuits (including

24 ground fault condition), open circuits, phase unbalance and

25 reversal, over or under frequency condition, and other injurious
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electrical conditions that may arise on the utility's system and
any reclose attempt by the utility,

The utility may reserve the right to perform such tests as it
deems necessary to ensure safe and efiicient protection and
operation of the qualifying facility's equipment.

(a) Loss of Source: The qualifying facility shall provide,
or the utility will provide at the qualifying facility's expense,
approved protective equipment necessary to immediately,
completely, and automatically disconnect the qualifying fagility's
generation from the utility's system in the event of a f;u t on
the qualifying facility's system, a fault of the utility's system,
or loss of source on the utility's system. Disconnection must be
completed within the time specified by the utility in its standard
operating procedure for its electric system for loss of a source
on the utility's system.

This automatic disconnecting device may be of the manual or
automatic reclose type and shall not be capable of reclosing until
after service is restored by the utility. The type and size of
the device shall be approved by the utility depending uponj&he
installation. Adequate test data or technical proof that the
device meets the above criteria must be supplied by the qualifying
facility to the utility. The utility shall approve a device that
will perform the above functions at minimal capital and operating
costs to the qualifying facility.

(b) Coordination and Synchronization. The qualifying
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facility shall be responsible for coordination and synchronization

of the qualifying facility's equipment with the utility's

electrical system, and assumes all responsibility responsibiiey

for damage that may occur from imprope. coordination or =ch
synchronization of the generator with the utility's system.

(c) Electrical Characteristics. Single phase generator
interconnections with the utility are permitted at power levels up
to 20 KW. For power levels exceeding 20 KW, a three phase
balanced interconnection will normally be required. Porqﬁ
purpose of calculating connected generation, 1 horaapoue; quals 1
kilowatt., The gqualifying facility shall interconnect with the
utility at the voltage of the available distribution or the
transmission line of the utility for the locality of the
interconnection, and shall utilize one of the standard connections
(single phase, three phase, wye, delta) as approved by the utility.

The utility may reserve the right to require a separate
transformation and/or service for a qualifying facility's
generation system, at the qualifying facility's expense. The
qualltying facility shall bond all neutrals of the qualltyi}q
facility's system to the utility's neutral, and shall install a
separate driven ground with a resistance value which shall be
determined by the utility and bond this ground to the qualifying
facility's system neutral.

(d) Exceptions. A qualifying facility's generator having a

capacity rating that can:
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1. produce power in excess of 1/2 of the minimum
utility customer requirements of the interconnected
distribution or transmission circuit; or

2. produce power flows approaching or e:ceediﬁq'the
thermal capacity of the connected utility .
distribution or transmission lines or transformers;
or

3, adversely affect the operation of the utility or
other utility customer's voltage, frequency }
overcurrent control and protection devices; or

4. adversely affect the quality of service to other
utility customers; or

D> interconnect at voltage levels greater than
distribution .voltages,

will require more complex interconnection facilities as deemed
necessary by the utility.

(8) Quality of Service. The gqualifying facility's generated
electricity shall meet the following minimum guidelines: 5

ia) Frequency. The governor control on the prime noys; shall
be capable of maintaining the generator output frequency within
limits for loads from no-load up to rated output, The limits for
frequency shall be 60 hertz (cycles per second), plus or minus an
instantaneous variation of less than 1%,

(b) Voltage. The regulator control shall be capable of

maintaining the generator output voltage within limits for loads
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from no-load up to rated output. The limits for voltage shall be
the nominal operating voltage level, plus or minus 5%,

(c) Harmonics. The output sine wave distortion shall be
deemed acceptable when it does not have a higher content™ (root
mean square) of harnonics than the utility's normal harmonic
content at the interconnection point.

(d) Power Pactor. The qualifying facility's generation
system shall be designed, operated and controlled to provide

reactive power requirements from 0.85 lagging to 0.85 leading

power factor. 1Induction generators shall have static capacitors
that provide at least 85% of the magnetizing current requirements
of the induction generator field. (Capacitors shall not be so
large as to permit self-excitation of the qualifying facility's
generator field).

(e) DC Generators. Direct current generators may be operated
in parallel with the utility's system through a synchronous
invertor. The inverter must meet all criteria in these rules,

(9) HMetering. The actual metering equipment required,. its
voltége rating, number of phases, size, current trcnafornegg,
potential transformers, number of inputs and associated memory is
dependent on the type, size and location of the electric service
provided. In situations where power may flow both in and out of
the qualifying facility's system, power flowing into the
qualifying facility's system will be measured separately from

power flowing out of the qualifying facility's system.
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The utility will provide, at no additional cost to the
qualifying facility, the metering equipment necessary to measure
capacity and energy deliveries to the qualifying tacility._ The
utility will provide, at the qualifying facility's expense, the
necessary additional metering equipment to measure energy
deliveries by the qualifying facility to the utility.

(10) Cost Responsibility. The qualifying facility is
required to bear all costs associated with the change-out,
upgrading or addition of protective devices, transformers, lines,
gervices, meters, switches, and associated equipment und:d vices
beyond that which would be required to provide normal service to

the qualifying facility if the qualifying facility were a

non=generating customer me-eedenerabion-were-inveived. These

coatn shall be paid by the gqgualifying facility to the utility for

all material and labor that is required. Prior to any work being -

done by the utility, the ¥he utility shall supply the qualifying

facility with a written cost estimate of all its required

materials and labor and an estimate of the date by which

construction of the interconnection will be completed, Thiz

eutimate shall be provided to the qualifying facility within 60

days after the qualifying facility supplies the utility with its

al electrical plans. priter-eeo-any-work-betng-doner The
utility shall also provide project timing and feasibility
information to the gqualifying facility.

(11) Each utility shall submit to the Commission, a standard
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1 agreement for interconnection by qualifying facilities as part of

2 their standard offer contract or contracts required by Rule

3 25-17.0832(3).

4| Specific Authority: 366.051, 350.127(2), F.S. =
5 Law Implemented: 366.051, F.S.

© History: New 9/4/83, formerly 25-17,.87.
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25~17.088 Transmission Service for Qualifying Facilities.
The policy of this Commission as set forth in Rules 25-~17.080
throu 25-17.087, inclusive, is to encourage the development of
cogenerdNion and small power production (0 the extent that ‘it is
cost effective to electric utility ratepayers of the State of
Florida. The Qommission has determined that this may be
accomplished thrdygh the establishment of a statewide wholesale
market for the saleNof energy and capacity produced by Qualifying
Facilities to the eleckric utilities of the state as an
alternative to the constrfyction of additional central station
generating units in Florida) To enable a statewide market to
function in an efficient and chgt-effective manner, transmission
service must be available so that\energy and capacity may be
supplied by a Qualifying Pacility td that region of the state
where it is needed. Therefore:
(1) Each electric utility in Plorida\shall provide, upon

request, transmission service to wheel as~abnilable energy or firm
energy and capacity produced by a Qualifying :; ility from the

Qualifying Facility to another electric utility.

(2) The terms and other conditions for transmishlon service
as described in subsection (1) that is provided by an
investor-owned utility shall be those approved by the Flofda
Public Service Commission.

(3) The charges, terms and other conditions for transmissi

service as described in subsection (1) that is provided by a
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unicipal utility or Rural Electric Cooperative shall be those

containingNat a minimum, an estimate of the availability of and

the charges, rms, and other conditions for transmission service
as described in Subsections (2) and (3) with the Florida Public
Service Commission “Within 90 days of the effective date of this
rule.

(5) The Qualifying !tcxlity shall be responsible for all
costs associated with the.bﬂovislon of transmission service by any
electric utility including: N\

(a) transmission service charges

(b) line losses incurred by :%gﬁuheelinq utility(s); and

(c) inadvertent energy flows reéui;inq from the provision of

N
transmission service. "

This subsection shall apply in all circumﬁkanccs, including sales
pursuant to a Qualifying Facility's acceptanEEfo a utility's
standard offer in accordance with Rule 25-1?.081{;) when it is
necessary for the purchasing utility to resell and\vheel the
Qualifying Facility's energy and capacity to anothegiiigctrlc
utility in accordance with Rule 25-17.083(5). This lugststlon
shall not apply, unless agreed to by the Qualifying raciI;%y, when

energy and capacity supplied by a Qualifying facility pursuanito

a utility's standard offer is used by the purchasing utility as
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art of its own generating resources and then sold at a later date

nother electric utility.

An electric utility may deny, curtail, or discontinue

transmisxion service to a Qualifying Pacility if the ptovtiion of

would acversely affect the adequacy, reliability, or
ing electric service to the utility's general body
esale customers.

350.127(2), 366.051, F.s.

51, 366.04(3), 366.055(3), P.S.

£

merly 25-17.88, Amended 2/3/87, Repealed
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25-17.0882 Transmission Service Not Required for Self-Service.
Public utilities are not required to provide transmission or

distrNpution service to enable a retail customer to transmit
electri power generated by the customer at one location to the
customer's acilities at another location unless the customer or
the utility dégonstrates that the provision of this service and
the charges, terMg, and other conditions associated with the
provision of this vice are not likely to result in higher cost

electric service to t utility's general body of retail and

wholesale customers or adyersely affect the adequacy or

reliability of electric serWice to all customers.
Specific Authority: 350.127( 366.05(1), F.S.
Law Implemented: 366.05(9), 366.94(3), 366.055(3), F.s.

History: New 10/4/85, formerly 25§}i§882' Repealed
S
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25-17.0883 Conditions Requiring Transmission Service for

Self-service.

Public utilities are required to provide transmission and

distribution services to enable a retail customer to transmit
S22Trloution services to enable a retail customer to -tramsmit

electrical power generated at one location to the customer's

facitities at another location when the provision of such service

and its associated charges, terms, and other conditions are not

reasonably projected to result in higher cost electric service to

the utility's general body of retail and wholesale custogees or

adversely affect the adequacy or reliability of olectrlc.sjivice

to all customers. The determination of whether transmission

service for self service is likely to result in higher cost

electric service may be made using cost effectiveness methodology

employed by the Commission in evaluating conservation programs of

the utility, adjusted as appropriate to reflect the qualifying

facility's contribution to the utility for standby service and

wheeling charges, other utility program costs, the fact that

qualifying facility self-service performance can be precisely

g t
metered and monitored, and taking into consideration the unigue

load characteristics of the qualifying facility compared to other

conservation programs.
Specific Authority: 366.051, 350.127(2), P.S.

Law Implemented: 366.051, F.S,

History: New.
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25-17.089 Transmission Service for Qualifying Pacilities.
(1) Upon request by a qualifying facility, each electric utility

in Florida shall provide, subject to the provisions of subsection

(3) of this rule, transmission service to wheel as-available

energy or firm enerqy and capacity produced by a Quallf!lhg
Facility from the Qualifying Pacility to another electric utility.

{(2) The rates, terms, and conditions for transmission

services as described in subsection (1) and in Rule 25-17.0883

which are provided by an investor-owned utility shall be _those
L 8

approved by the Federal Energy Requlatory Commission. ',F

(3) An electric utility may deny, curtail, or discontinue

transmission service to a Qualifying Facility on a non=

discriminatory basis if the provision of such service would

adversely affect the safety, adequacy, reliability, or cost of

providing electric service to the utility's general body of retail

and wholesale customers.

Specific Authority: 366.051, 350.127(2), P.S.
Law Implemented: 366.051, 366.055(3), P.S.

History: New.

‘.- [ oyt
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25-17.091 Governmental Solid Waste Energy and Capacity.

(1) Definitions and Applicability:

(a) "Solid wWaste Facility" means a facility owned or operated
by, or on behalf of, local government, the purpose of which is to
dispose of solid waste, as that term is defined in section
403.703(13), Pla. Stat. (1988), and to gemerate electricity.

(b) A facility is owned by or operated on behalf of a local
government if the power purchase agreement is between the local
government and the electric utility. 3 i

(c) A solid waste facility shall include a Eacility;ugich is
not owned or operated by a local government but is operated on its
behalf. When the power purchase agreement is between a
non-governmental entity and an electric utility, the facility is
operated by a private entity on behalf of a local government if:

1. One or more local governments have entered into a
long-term agreement with the private entity for the
disposal of solid waste for which the local
governments are responsible and that agreeneqt has a

3 term at least as long as the term of the conéfact

for the purchase of energy and capacity from‘;he
facility; and

2, The Commission determines there is no undue risk

imposed on the electric ratepayers of the purchasing

utility, based on:

a. The local government's acceptance of
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responsibility for the private entity's
performance of the power purchase contract, or

b. Such other factors as the Commission degns
appropriate, including, without limitatjon, the
issuance of bonds by the local governnént to
finance all, or a substantial portion, of the
costs of the facility; the reliability of the
solid waste technology; and the financial

capability of the private owner and ogesptor.
2

3. The requirements of subparagraph 2 shall be
satisfied if a local government described in
subparagraph 1 enters into an agreement with the
purchasing utility providing that in the event of a
default by the private entity under the power
purchase contract, the local government shall
perform the private entity's obligations, or cause
them to be performed, for the remaining term of the

contract, and shall not seek to renegotiate the

3 R

i power purchase contract.

(d) This rule shall apply to all contracts for the pﬁ:;haae
pr‘enerqy or capacity from solid waste facilities entered into, or
renegotiated as provided in subsection (3) ¢5+, after October 1,
1988.

(2) Except as provided in subsections (3) and (4) =--¢&3 of

this rule, the provisions of Rules 25-17.080 - 25-17.089, Florida
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Administrative Code, are applicable to contracts for the purchase
lof energy and capacity from a solid waste facility.
fi}—-in--ddition-to-thc-requ&eencnto-oé-nuio—ai—§3vOHJ?
tertda-Admintatrative-Codey-cach-uttiteyla-seandard-otférrfor
Mrehane-of-enerdy-and-capacity-from-a-soitd-vanre-faeritey-nhaid
tnetude-ehe-tottowinar
ftar-Upe-ab-a-constant-rish-muiripiter-of-trb-tn-tten-of-rhe
Conptant-riak-mitbipiter-provided-rn-Rute-25-13c0isr

t(pp--Ab-bhe-etecbian-ab-the-pottd-wante-factiteyy-aiiovw-for

.riy-p-yncnt-o‘-lh--opcration-.nd--ointennnce—eonponnue;—j;-the
apactey-paymentay-up-to-a-Gommresron-destanabted-number-of-years
cbore-bhe-tn-pesvice-date-ob-bhe-avorded-untbntnby-catentabted-rn
ceordanee-wikth-Hute-25-b3clBitdbr-FrAavErr-and
tep--hb-bhe-etecbron-of-bhe-potrd-wanre-tactitby-aitov-tor

erehert

£33 tevetrged-caprtar-paymentn-catenirated-rn-aceordance

wikh-pubsecbron-téty-or

v carty-tevertrped-caprtai-paymnentay-up-ro-a ]

s Go-né--i-n-denignabod-nunher-of-rearl-befere-&he
in—-ervi-o—i.tc-oi-tho-cvoided--nitr-~¢&eu}t;;d—in
aveordance-wikth-pubseckbton-t4iv

t4t--heveirtned-capirai-paymenta-shatt-be-catevraved-an

fotiownr

PhemecefFreperrrrsepeces
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Wherer--Ph -e the-monthiy-tevetiged-captrat-portton-of-the
capactry-paymenty-starbting-up-rto-a
Commiesron-dentanated-number-of-years-before
thc-in--orvicc-datn-of-eh;-uvnﬁded-un+bﬁl§f

S gt - the-cumutabtve-present-vakvey-rn-the-year-thate
“ = ene-eonkrackuat-paymenta-witi-bearny-of-the
avorded-caprrat-cone-component-of-capacrhy
payments-whiteh-wontd-have-been-nade-had-the

eapactey-payments-noe-been-ieveitnedr

e
——— - - tht-tnnuoi-dilcounh-rcter-dciﬁntd-cnvih}
derkreyla-rnerementat-afrer-rax-conb-of
eapreatr-and
———— - the-bermp-rn-yearay-of-bhe-conbrackt-for-the
purehase-of-governmentat-soitd-wanke-capacteyr
(3)¢%+ Any solid waste facility which has an existing firm
energy and capacity contract in effect before October 1, 1988,
shall have a one-time option to renegotiate that contract to
incorporate any or all of the provisions of subsection Sub?eetion

(2) and (4)y-+3tr-t4}y-and-¢63 into their contract. This .
renegotiation shall be based on the unit that the contract was
designed to avoid but applying the most recent Commission-approved

cost estimates of Rule 25-17.0832(5)(a)25~-+3+083¢#+%, Florida

Administrative Code, for the same unit type and in-service year to

determine the utility's value of avoided capacity over the

remaining term of the contract,
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(4)¢63 Because section 377.709(4), Pla. Stat., requires the
local government to refund early capacity payments should a solid
waste facility be abandoned, closed down or rendered llleggl, a

utilitcy mﬁy not require tiak-rélated guarantees as requirted in

Rule 25-17.0832, pa-agraph (2)(c), (2)(d), (3)(e)B8, and (3)(£f)] &

Bsurety-or-equivatent-aspirance-of-repayment-as-required-tn-Rute
25=2FrG83¢3ty-Frorrda-Admrntabraktve-Gode. However, at its

option, a solid waste facility may provide such risk related

lguarantee sureky-bond-or-equivatent-assuranee. 1
(5)+¥3% Nothing in this rule shall preclude a solid waas'te

facility from electing advance capacity payments authorized
pursuant to section 377.709(3)(b), P.S., which advanced capacity
payments shall be in lieu of firm capacity payments otherwise
authorized pursuant to this rule and Rule 25-17.0832, F.A.C. The
provisions of subsection (4)¢é+ are applicable to solid waste
facilities electing advanced capacity payments.

Specific Authority: 350.127(2), 377.709(5), F.S.

Law Implemented: 366.051, 366.055(3), 377.709, F.S.

History: New 8/8/85, formerly 25-17,91, Amended 4/26/89,

Yopomre®
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Rules 25-17.082
25-17.0825
25-17.083
25-17.0831
25-17.0832
25-17.0833
25-17..0834
25-17.087
25-17.088
25-17.0882
25-17.0883
25-17.089
25-17.091

Docket No. B891049-EU

SUMMARY OF RULE

Revisions to Rule 25-17.082, F.A.C., provide for aacﬁ Eiility
to file a standard offer contract or contracts for the purcﬁasn of
energy and capacity from qualifying facilities. Unless the
Commission determines that alternative metering requirements cause
no adverse effect on the cost or reliability of electric service to
the utility's general.body'of customers, each tariff and standard
offer contract must contain certain metering requirements. A
qualifying facility, upon entering into a contract for the sale of
firm capacity and energy or prior to the delivery of as-available
energy to a utility, must elect to make either ninulEnneouu
purchnses from the interconnecting utility and sales 40 the
purchasing utility or net sales.

Qualifying facilities selling as-available energy to a utility
are permitted to switch billing methods every twelve months.

Qualifying facilities are required to purchase standby service
pursuant to the utility's standby service rate schedule.

Revisions to Rule 25-17.0825, F.A.C., on As-Available Energy
provide that all contracts for the purchase of as-available energy

between a qualifying facility and a utility must be filed with the

e T
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FPSC within 10 working days of their signing. Avoided energy costs
associated with as-available shall be all costs the utility avoided
due to the purchase of as-available energy, including the utility's
incremental fuel, identifiable variable operating and maintenance
expense, and identifiable variable power purchases. Demonstrable
utility administrative costs required to calculate avoided energy
costs may be deducted from avoided energy payments.

Upon request by a qualifying facility or any interested
person, each utility must provide within 30 days its mos} gurrent
projections of its generation mix, fuel price, and, at 1fast, a
five-year projection of fuel forecasts as well as other information
reasonably required by the qualifying facility.

Utility payments for as-available energy are recoverable by
the utility through the Commission's periodic review of fuel and
purchased power costs if the payments are not reasonably projected
to result in higher cost electric service to the utility's general
body of ratepayers or adversely affect the adequacy or reliability
of electric service to all customers. _

i Rule 25-17.083, F.A.C., on Firm Energy and Capacity is
deleted. 2
- Rule 25-17.0832, F.A.C., on Firm Capacity and Energy Contracts
is created. Within one working day of the execution of a
negotiated contract or the receipt of a signed standard offer, the
utility must notify the Director of Electric and Gas. Within ten
working days, a copy of the contract and a summary of its terms and

conditions must be filed with the Commission.

219
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Prior to the anticipated in-service date, a qualifying
facility may sell as-available energy to any utility.

Negotiated contracts for the purchase of capacity and energy
from gqualifying facilities are encouraged. Negotiated “contracts
shall not be evaluated against an avoided unit in a standard offer
contract, thus preserving the standard offer for small qualifying
facilities. In reviewing negotiated contracts, the Commission must
consider certain delineated factors.

Standard offer contracts are authorized for small gualifying

=

Within 60 days of receipt of a signed standard offer contract,

facilities less than 75 MW or solid waste facilities.

the utility must either accept and sign the contract or petition
the Commission not to accept the contract. The petition may be
based on certain justification. Until such a petition is granted
by the Commission, the qualifying facility maintains its right to
be paid based on the avoided unit in their contract.

A standard offer contract which has been accepted by a
gqualifying facility shall apply towards the subscription k}nit of
the unit designated in the contract effective the date thgugtility
receives the accepted contract. If the contract is not accepted by
.the utility, its effect shall be removed from the subscription
limit effective the date of the Commission order granting the
utility's petition.

Each standard offer contract is required to contain certain
information.

The rule provides for provisions in the contracts which the

Commission may approve.
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Firm capacity payments options are described. They include:
value of deferral capacity payments, early capacity payments,
levelized capacity payments, early luvalizeq capacity payments.

The definition and calculation of avoided energy payments is
provided. Calculation of early capaci'y payment is provided.

Sale of excess firm energy and capacity is authorized.

Upon request by a qualifying facility or any interested
person, each utility must provide information relating to their
future capacity needs within 30 days. 3 e

Payments made to a qualifying facility pursuéﬁt? to a
negotiated contract are recoverable by the utility when such
contracts are found to be prudent in accordance with the rule.

Rule 25-17.0831 on Contracts is deleted.

Rule 25-17.0833 on Planning Hearings is created. It provides
for the Commission's periodic review of optional generation and
transmission plans from a statewide and individual utility

perspective. The Commission, as needed, shall review individual

utility generation and expansion plans.

g Rule 25-17.0834 on Settlement of Disputes in Eéntract
Negotiations is created. It requires public utilities to negotiate
in good faith for the purchase of capacity and energy from
qualifying facilities. Qualifying facilities may petition the
Commission to order a utility to sign a contract should the
Commission find the utility failed to negotiate in good faith. To
the extent possible, the Commission must dispose of the application
within 90 days. The Commission may impose penalties if it tinds

the utility failed to negotiate in good faith.

g
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Revisions are made to Rule 25-17.087 on Interconnection and
standards. The utility and the qualifying facility shall each be
responsible for its own facilities, and for ensuring adequate
safeguards for other utility customers, utility and dﬁa&ityinq
facility personnel and equipment, and for the protection of its own
generating system. The utility and the qualifying facility shall
each indemnify and save the other harmless. New provisions are
added regarding insurance.

The subsection on Cost Responsibility is revised. qéqior to
any work being done by the utility, the utility must shpgiy the
qualifying facility with a written cost estimate of all its
required materials and labor and an estimate of the date by which
the construction of the interconnection will be completed. This
estimate must be provided to the qualifying facility within 60 days
after the QF supplies the utility with its firal electrical plan.

Each utility must submit to the Commission a standard offer
agreement for interconnection.

Rule 25-17.088 on Transmission Service for Qua%i!ylnq
Faciiities has been deleted. .,;

Rule 25-17.0882 on Transmission Service Not Required for Self
Service has been deleted.

Rule 25-17.0883 on Conditions Requiring Transmission Service
for Self-Service is created. Public utilities are requested to
provide transmission and distribution service to enable a retail
customer to transmit electrical power generated at one location to
the customer's facilities at another location when such provisions

of service are not reasonably projected to result in higher cost
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electric service to the utility's general body of retail and
wholesale customers or adversely affect the adegquacy or reliability
of electric service to all customers. Reference is made to a cost
effectiveness methodology which may be used. e

Rule 25-17.089 on Transmission Services for Qualifying
Facilities is created. Transmission service by the electric
utility for the gqualifying facility is mandated under certain
circumstances. Reference is made to the Federal Energy Regulatory
Commission's jurisdiction over the rates, terms, and condi;ipns for

...‘;

Rule 25-17.091 on Governmental Solid Waste Energy and Capacity

the transmission.

is amended to reflect the applicability of other rules to the

calculation of payments and to risk-related guarantees.

SUMMARY OF HEARINGS ON THE RULE

The first public hearing on the Cogeneration Rules, Docket No.
891049-EU, was held at Commission Agenda on August 29, 1989.
Commission staff presented a summary of the rule proposals and rule
revisions. Interested persons also presented their views ;t that
time. Staff was directed to proceed to a workshop. A uork;;op was
held September 18. On November 7, 1989, the Commission addressed
the primary issues of whether statewide or individual utility
avoided units was more appropriate; whether sufficient guidance was
provided on self-service wheeling; whether the 1989 legislation was
implemented through the revisions; why there was a need for any

revisions, etc. Oon November 21, the Commission voted at this

agenda to proceed to rulemaking. After the FAW publication of the
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rulemaking, a full section 120.54 rulemaking hearing was held on
January 9 through 11, 1990.

There were three days of rulemaking hearing, with a transcript
in four volumes, with 578 pages. There were 12 participaﬁtl in the
hearing; they consisted of cogenerators, electric utilities, and
small power producers.

staff discussed the basis for the proposed versions. First,
the revisions are intended to reflect changes to Chapter 366,
Florida Statutes, enacted during the 1989 Legislature.2 gecond,
they are to fix a number of administrative and tnchnicai ﬁ%oblams
that have arisen since the rules were first adopted in 1984. A
balancing of the interests of ratepayers, the cogenerators, and
utilities is necessary.

Some of the cogenerators listed their primary goals of
incentives to be included in the rules as the following: the
options to choose standby rates; capacity payments for as-available
sales; proper pricing of as-available energy; availability of real-
time energy information; availability of short-term firm q?pncity
nndlenerqy contracts; elimination of excessive assurances‘;qalnst
risk; inclusion of all avoided cost in capacity payments; retention
.of statewide avoided unit; retention of base-load coal-fired unit
concept; and assumptions for evaluating self-service wheeling.

Cogenerators urged that the rules should do more to encourage
cogeneration.

Utilities supported the concept of individual utility pricing

and proposed many technical revisions to the rules.




ORDER NO. 23623
DOCKET NO. 891049-EU
PAGE 83

A small power producer presented comments on the development
of PURPA. Also, the additions to Chapter 366 from the 1989
Legislature, including changes to FEECA were assessed. Qualifying
facilitie; supported the statewide avoided unit. =

Representatives of qualifying facilities said the litmus test
for standard offer contracts is whether they are financeable by a
bank. They said regulatory uncertainty is the principal problem
with the standard offer that makes it unfinanceable.

A Commissioner noted there are only three issuesi {n this
rulemaking: price, price, and price. g ;

Cogenerators said the Federal Energy Regulatory Commission
(FERC) rules provide that upon request of a QF, the utility shall
provide standby power (referred to as backup owner and maintenance
power) .

There was much debate about particular and hypothetical
factual scenarios.

A Houston company discussed payments for capacity in Texas and
the rationale behind the PUC decision in Texas. ”

* Cogenerators said there is a void between as-avuilablg‘;nd the
ten-year contract that could be filled with some type of
contractual arrangements. They repeated the point that there is
capacity cost deferral benefit to as-available energy, on an
aggregate basis, and recommends using a probabilistic approach.
They recommended that all QFs be paid the same based on the
probability of reliability as a class. It would be a weighted

average.

oD
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A utility said there is a problem with this "probabilistic no
contractual commitment basis." Utilities have an obligation to
serve and to back up the QF through standby capacity.

utilities presented the concern that if you have the sale from
a QF from one service to another, then you have to worry ;bout the
scheduling of the transaction through the point of interconnection
between the two utilities. Once you start spreading out the source
of the as-available energy, that is, the source from anywhere in
the state into a particular utility's service area, you magnify the
potential impact of losses associated with that transncéion.

The debate on the use of the individual utility unit versus a
statewide unit in Rule 25-17.0832 was lengthy. The qualifying
facilities, in urging the statewide unit, said savings would result
because when you are planning, instead of building two dozen units
scattered all over the place, you may even build two units where
the power can be moved around. You get economies of scale, you use
less land and resources, you may use a better quality of fuel.

The concept of a bidding system was approached. One gompany
said they have not had a satisfactory experience with it.dé“There
are people in this industry who will go in and sign a blanket
contract without worrying about the economics, knowing that there
is a value to that contract."

Electric utility counsel pointed out that the FERC regulation
defines "avoided cost" as the incremental cost to an electric
utility of electric energy or capacity or both which, but for, the

purchase from the QF, such utjility would generate itself or
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purchase from another source. In other words, it appears to refer
to an individual utility avoided unit.

FPSC staff said we're dealing with two plans -- one is the
optimum statewide generation plan and the other is the ihdividual
utility generation expansion plan. The way things are actually
built is pursuant to the individual utility expansion plan. FPL
said one of the problems in the past was that the Commission was
confronted with quantifying avoided costs associated with the next
unit in the state when the unit was not needed in the naag term.
It put the utilities and the QFs in the posture of haviné.éb deal
with one another on a price that was somewhat fictional.

Staff discussed a concern with the risk that the QF will not
deliver capacity and energy as contracted, and that the utility,
having the obligation to serve, will have to replace that capacity.
"This is one of the risks that the risk factor wi;l have to cover,
and with the removal of the risk factor, we neéd provisions to
protect against this type of risk." Another concern is if the QF
were to go bankrupt, that there be a provision that the gtility
coulﬁ take over the plant or take ownership and althg? have
somebody else run it or run it themselves.

Regarding fluctuating economic parameters, an electric utility
said it would be unfair to either party to change an agreement over
the lifetime of it. Cogenerators agreed. Another utility said the
Commission may want to have some ability to look periodically and
find whether its assumptions are out of line. It was suggested it
might be implemented similarly to an adjustable rate mortgage, with

some caps and limitations on it. Staff clarified that the only
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parameters to be adjusted are those that if the unit was built, the
ratepayer would see adjustments on -- i.e., O&M, cost of capital,
tax rate.

Subscription limits were discussed. Al e

An electric utility presented the concept of catoqorizinq the
QFs by size. Also, it proposed using {ive performance factors. If
the QF doesn't mee* them, the price would be reduced. If the QF
meets them, the QF would receive 100% of avoided cost.

One utility suggested language to address the concern f when
the utility does not need the energy in later years and_ui hes to
resell it.

FPSC counsel pointed out that PURPA has two mandates. One is
that purchases by the electric utilities of the QFs' energy shall
not discriminate against QFs. However, the other mandate is that
rates shall be 3just and reasonable to the electric utility
consumers and in the pubic interest.

Municipal electric utilities discussed the situation for
municipals in purchasing energy from cogenerators. P

s The planning hearing rule and Rule 25-17;2?7 on
interconnection standards were addressed. A qualifying facility
recommended changes to the rule which would only allow
disconnection under emergency conditions. Insurance for
interconnection was addressed. One qualifying facility objected
that the indemnity only goes from the QF to the utility. There is
no recognition that the utility operations could have a damaging

effect on the QF.




ORDER NO. 23623
DOCKET NO. 891049-EU
PAGE 87

The next public meeting was held May 25. This occurred after
post-hearing comments were filed, staff distributed a "Proposed
Final Version" and comments were received on it. At that agenda,
the Commission held a lengthy debate on the followiny sissues:
statewide avoided unit versus individual utility avoided unit; re-
openers of economic and financial parameters every ten years; a
utility's ability to petition the FPSC to reject a standard offer
contract, including the issue of subscription caps; changes
permitted in the customer's selection of billing nnthodq!opy; the
Ccommission's policies set forth in proposed Rule 55J51.081:
appropriate assurances against the risk of a QF's nonperformance;
the utility's marketing of excess QF generated power to other
utilities; the treatment of municipal electric utilities and rural
electric cooperatives in. the rules on wheeling, the planning
hearing, and the Commission policies rule; the concept of a 75 MW
cut-off for standard offers.

Based on guidance from the Commission at the May 25 agenda,
staff prepared a new set of rules. Staff mailed that proposal to
paréicipants June 21. Participants provided comments, whi?h were
reviewed and summarized. Staff prepared a new recann-ndntion which
.was heard at the Commission agenda on August 28, 1990. The
Commission discussion at that public meeting focused on:
individual utility units versus statewide unit; the 75 MW limit for
a standard offer contract; the provision of a standard offer for
all solid waste facilities; negotiated contract's relationship --

or lack of it -- to subscription caps; the provision of a mini-
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planning hearing and a more flexible, traditional planning hearing;
the issue of a provision for competitive bids.

The staff then took the August 28 Commission guidance,
prepared a new rule proposal and submitted it for the September 18
agenda. At that agenda, the Commission discussed the 75 MW cut-off
provision in standard offers and negotiated contacts for deferral
or avoidance "portions of" capacity and implementation issues.

At the September 18, 1990, agenda, the Commission took final

action to adopt the rules.

FACTS AND CIRCUMSTANCES JUSTIFYING THE RULE

The Commission proposed changes in the rules on cogeneration
and small power production based on direct changes in section
366.051, Florida Statutes, dealing with state policy in respect to
cogeneration, and based on the Commission's experience with the
existing rules since their adoption in 1984. First, there is a
need to modify the rules to implement the legislative changes in
section 366.051, Florida Statutes. Second, the rules need to
ensure that all contracts for the purchase of firm energy and
capacity accurately reflect full avoided costs of the purchasing
utility. Third, the rules need to be revised to remedy a number of
administrative and technical problems that have arisen since 1984

when the rules were adopted.
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