
AUSLEY & MCMULLEN 
ATTORNEYS AND COUNSELORS AT LAW 

8 2 7  SOUTH C A L H O U N  STREET 

P.O.  BOX 331 (ZIP 32302) 

TALLAHASSEE, FLORIDA 32301 

18501 284-3115 FAX (8501 8 8 2 - 7 5 6 0  

August 4,2009 

HAND DELIVERED 

Ms. Ann Cole, Director 
Division of Commission Clerk 
Florida Public Service Commission 
2540 Shumard Oak Boulevard 
Tallahassee, Florida 32399-0850 

Re: Petition by Tampa Electric Company for approval of extension of small power 
production agreement with City of Tampa; FPSC Docket No. 090146-EQ 

Dear Ms. Cole: 

Enclosed for filing in the above docket are the original and five copies of Tampa Electric 
Company's answers to Staffs Third Data Request No. 1 dated July 20, 2009. 

Please acknowledge receipt and filing of the above by stamping the duplicate copy of this 
letter and returning same to this writer. 

Thank you for your assistance in connection with this matter 

Sincerely, 

P--/ James D. Beasley 

JDB/pp 
Enclosure 
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1. The First Agreement states its termination date to be March 1, 2009. 
However, page 6 of the 2006 Agreement states its termination date to be 
"on the termination date of the First Agreement as determined in 
accordance with the March 8, 1999 Agreement on Force Majeure 
Procedures between the City of Tampa and Tampa Electric Company 
(currently, 12:Ol A.M., August 1, 2011) ..." There appears to be no 
provision contained in the First Agreement that extends its term until August 
1,2011. 

a. Please provide documentation of the termination date of the First 
Agreement being extended from March 1, 2009 to August 1, 201 1. 

b. Please provide documentation of the capacity payments that have 
been paid to the City of Tampa under the First Agreement since 
March 1, 2009 to the present, and that will continue to be paid until 
August 1,201 1. 

A. a. The First Agreement termination date was extended from March 1, 
2009 to August 1, 2011 due to a 29-month force majeure outage. 
The letters providing notification of the start and end of the force 
majeure outage as well as the force majeure agreement extending 
the termination date are provided as attachments to this response. 
Additionally, the Commission order approving the 2006 Agreement, 
Order No. PSC-06-0943-PAA-EQ, which references the extension of 
the termination date at page 2, is provided. 

The actual capacity payment information requested is provided in the 
following table. For the first 15.5 MW, the City of Tampa elected to 
receive early levelized capital capacity payments and early O&M 
capacity payments, and the payment schedule was included as 
Appendix A to the 1989 Amendment to the First Agreement. Due to 
the aforementioned 29-month force majeure outage the payment 
schedule was also shifted by 29 months. Provided that the City of 
Tampa meets its contractual obligations, the capacity payments 
shown in the following table would be paid. 

b. 

1 
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City of Tampa Cogeneration 
First Agreement 

(15.5 MW) 
Capacity Payment 

September 1,2008 - August 31, 2009 $18.16 
September 1,2009 -August 31,2010 $18.60 
SeDtember 1.2010 -Auaust 31.2011 $19.07 

($/kW/month) 

The capacity payment for the additional 3.5 MW was contracted in 
the 2006 Agreement. Provided that the City of Tampa meets its 
contractual obligations, the capacity payments shown in the following 
table would be paid. 

City of Tampa Cogeneration 
2006 Agreement 

(3.5 MW) 
Capacity Payment 

($/kW/month) 
January 1,2009 - December 31,2009 
January 1,2010 - December 31,2010 

$2.66 
$2.72 

January 1, 201 1 -August 31, 201 1 $2.78 

2 
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January 9.2002 

VIA FAC.3- 

John B. Rami1 
President 
Tnmp ElccIrK Company 
P.O. Box I I I  
Tamps Florida 33601-01 I I 

Harry W. Low. If. 

TECO Energy Inc. 
P.O. Box I I 1  
Tamps, Florida 33601-01 11 

Re: 

Dear Mwm.  b i l  and Young: 

Pursuant to scctiMs 2 and I 1 of the Agreunrnt on Fwcc Maieure Pmscdurcs Bchvccn Ihc City of 
T a m p  m d  Tamp uodrio Compny dated s i  of Mmh 8, 1999 (the “Agreement’?, this norifies 
you lhDf h e  “Porcc Majeure Period” (as defined in the Agreement) ended on December 31,2001.  
Pkarc can me if you have m y  quutionr regsrding thir notice or the end of the Foiu Majeure 
Period. 

Sinncrcly, 

cnrgorptc cavnscl 

Gkv of Tunna M cKav Bay Refuse-to-Enerzv FaciliE 

CITY OF TAMPA 

R. R M  Michael Salmon, P. E. 

Deputy Chief Administrutivc Officer 

cc: Jmms D. Pnlcrmo 
Nancy McCann 
Sam Rormia 
Dan Shobridgc 
Shvon Dmso . M u k D o w i n g  
Bob Shiding 

306 8. Jackson Swcbl, 7th PloofFas1. TMOB *lamps. FloMla 33802 * 8 I M 7 ~ 8 7 7 I  * Fa= 813l274.7176 e 
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I& B. Ramif 
President 
Tampa Electric Company 
P.O. Box 1 I I 

m y  W. Long Ir. 

mco Energy, Inc. 
P.O.BoX111 
Tnmpr. Florida 33601-01 1 I 

Rs: City of Tunpa MGKay Bay Rcfuse-to-Energy Facility 

DeraMuan. Ramit and Long. 

Pursuant to e i o n  11 of the Agreement on Force Majnrre Procedures Between 
the City of Tampa and Tampa Electric Company dated 81 of Mmb 8, 1999 (tha 
"Agreement"), thlr notifies you that?+&?Wwm~MaJoupa 4adadp,(~a defined in the 
Agreement) @@k'OWAu$u8t 1. I%?%* The City of Tamp. GStimusJ that tbe force 
mrJeui-6 will be r d e d  on or 8bwt Narembcr 1.2001. Please call me if you have any 
qucaIions regarding this notice 

vuy truly Yours, 

CITY OF TAMPA 

4 
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Memo 
To: Sharon Docherry 6anco 

From: Julie Waters 

C C  Paul Gates 

n m  Long 

Subject: 

Date: February IS, 1999 

McKay Bay Force Majeure Agreement 

Enclosed arc five fdly executed Force Majeure Agreements behueen the City of Tampa and 
Tampa Electric Company. I t  is my understanding that you will make arrangements for signature 
by the City of Tampa. Upon the City’s execution, please r e m  one on& fully executed 
agreement to Harry Long. If you have any questions r e g d i  this matter, please feel free to 
contact me. 

Thanks. 

5 
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AGKEEMENT ON FORCE MAlEURE PROCEDURES 
BETWEEN TBE CITY OF T W A  AND TAMPA ELECTRIC COMPANY 

The C~ty  of Tampa, a municipal corporation organized under the laws of the State 
of Florida, hereinafter referred to as ‘?he Cily“, and Tampa Electric Company, a private 
utility corporation organized under thc laws of and authorized to do business within the 
State of Florida, hereinafter refared to as ‘Tampa Elcchic”, being parties to a Small 
Power Production Agrement dated Augusl26, 1982, as amended by the Amendment To 
‘Small Power Production Ageement dated May 25.1989 [coll~~tively ref& to herein 
as the “Apement‘7, pertaining to Ihc City‘s McKay Bay Refusbto-Energy Facilily (the 
“Facility”). execute this Apemen1 on Force Maiuue Proaedures (this ”FM Agnnnent”) 
on this - day of Febmary, 1999. The City and Tampa Bechic may hereinsfter be 
nferrcd to individually &s a ‘?party” or may be rcfmed to jointly ps thc “Parties”. Unlesa 
othm’se defined in this FM Agnrmsnt, all capitalized fmns used hemin shall haw the 
meanings ascribed to than in the Agreement and the definition of those tctma are 
incorpolated by rcfcrcnce into thisFM Agecmmt. 

WITNESSETH: 

WHEREAS, section 7.5 of the Apunent prondcs that: ‘If either party shall be 
unable, by reason of force majcun, to cany out its obligations under this AgreemenL 
eithcr wholly or in part, the party so failing shaU give written notice and full particular6 of 
such came or causw to the other party as soon as possible after the occurrence of any 
such cause, md ouch ohligations shall be wspcndcd during the contirmanoe of such 
hindrance, which, however. shall be remedied wth all porsrble dispatch, and thc 
obligations, t e r n  and conditions of this Agre~mmf shall be cxtondcd for such period as 
may be necessary for the purpose of making good my suspension so caused The term 
“force - shall be taken to mcul acts of God, strikes, lookouts or other industrial 
disturbances, was, blockades. insurrections. riots, arrest( and Ratrsints of rules and 
pcople, cnvimnmenlal ~nstraints IawfuIIy imposed by federal, slate or local 
govcmmcntal bodies, cxplosims, fircs, floods. lightninp, wind, perils of the sea, 
acoidents to equipment or machimy or similsr ocu~rrmcw; provided, however, that no 
O O O M U ~ ~ ~ ~  may be claimed to bo n force maiewn o c c ~ c  if it is caused by the 
negligence or lack of due diligence on the put of the party fdtempling to make such 
claim, ...” ; 

WHEREAS, by corre3pondmce of January 26, 1994, the City adviscd Tampa 
Electric of the possibility of a fuhue uWcd fotce majam outage dming tho *fit of 
the Facilily to comply with pmpod new air emission regulations promulgated by the 
United States Environmental Rotdon Agency (TPA”): 

WHEREAS. the City has provided to Tampa El8cHc’s full satisfadion to Tampa 
Electric the full partiOularr of tbc rcgtrlatoty requiranmts precipitating the FM ovont e 

6 
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under the lcrms of the A m e n t  and has proposcd a rcaroiiable and definite lime p e d  
wthh which the City would remedy the FM event, 

WHEREAS, by correspondence &om the City to Tampa Electric dated February 
9, 1996. and mooisled replied dated March 4 and March 12,1996, and in the come  of 
several discnssions the Partied have M e r  exchanged information and views with regard 
to the Facility’s extended outage; and 

WHEREAS, the City and Tamp& Elehic have identifbd cmain issues that arise 
under the Agmmert and/or applicable law, and have agreed to the resolution of such 
tssued and the pmceduw to be applied before, during. and after the PM event to the 
Facility. The purpose of this FM Agreement therefore is to edtablkh. prior to the 
“formal” dechtion of the FM by the City, the undastandmg of ths Parties as lo  the 
intcrprctntion of the Agrennurt with rcspcl to the Facility rstmfit and the pmcedurcs to 
be followed with rsspect 10 the AgrDGmenl befom, during, and after the anticipated FM 
event 

NOW THJ?XEFORE, in conridetation of the foregoing and for other mutus1 
considerations. the Parties hereby agna as follows: 

I .  Force Maieure Evcnl. The City’s need lo cease d o r  curtail operation of 
the Facility to modi@ the Facility a, newsay  lo comply with the new EPA MWC 
regulations shall be ~onstrucd as an “. .. cnvimmtal conslrdnl IawfuUy imposed by 
federal, slate or local govcmmcnlal bodies ...” and shall constitute an event of farce 

a, that term is wed in Scctwn 7.5 of the Agrccmcnl. Accordingly, the City will 

AgrcQmnt during tho time rcqutmd for the City to modi& the Facility sa as to comply 
with the new regul6tiOns. 

a 
be excused from all obligations and perf0nn;mCc resugsmentS imposed under the 

2. Commwcmart and Tuminatition: Tbe force majeure cvmt shall 
commencc upon the firsr day of the fira calendar month immediately Eollowing the 
month in which the Brat two wmArofitted combustion lined a1 the Facility are shut dorm 
for retrofitting pursuant to the R d t  Darign, Pmxranat,  and Consbuction 
Agrement (the “Retrofit Aprccmcnt”) exccntcd by the City and Whcclsbrator McKay 
Bay, hc. (the beghnhg of “Slage 2,” as &hed in the Intciim Operntion and 
Maintenance Agmmcnt bctwscn the City and wbeslabrstor McKay Bay, Jnc.). The. 
l a l N l l & O  . n of the Fhf evcllt shall OCCUT upon the Cariia of Q the cffeclive date of a 
&en notice limn the City IO Tsmtpa Ekctric that &e fbrw mapure avarrt has a d d  or 
(b) the last day of the calendar month in which the City “Accepts” the remfitkd Facility 
(as that term is detincd in the F.clmfit A g r m t ) .  For pmposes of Ulir FM Agnmnms 
the penod bogiMing on the commgtcemml date and ending on the termination date 
specified in the foregoing notice may bo referred to as the ”FM Period”. 

3. ValidiNofAp~cmm 1: Although the C i  is at this time unable to 
precisely &fine the modifications to the Facility which will bo necessary to comply with 

2 

e 
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the new regulations, the modifications are expected to be extensive. Accordingly, 
regardless of the degrw to which the Facility is modified to comply with the mw 
regulations, the A@eement shall be fully applicable to the modified Facility when 
completed und both Parties waivc any nghl to question or challenge the validity of the 
Agreementas a~ultoforinconncctitionwith theretrofitoftheFacitity 

4 Suspended and Resumed Capsaht Factor: The twelve-month rolling 
avenge capacity €actor calculated pusurn to the Agreement shall. during the pcndcnry 
of the FM, be placed in a stute of 'suspension" st the level last calGulated inmediasly 
prior the start of the PM pcriod. At the end of the FM Period, the aapaciiy fmtor 
calculation will resume on a monfhly basis, provided, howcver, that for pnrposur of such 
calculations, the day immediately preceding the mmmcnccmcnt of the FM event and the 
day immediately following termination of the FM event shall bc dcaned to be 
consecutive and all intuvahg days shall be deemed nonexistent. 

5 .  E n w  Payments: Under the options being evaluated by the City, the 
Facility could ret& or regain the ability to genmate and deliva rcdncd amounts of 
electric mcrgy to Tampa Elcotric durklg all or a portion of the FM Paiod, even than& 
the City would be relieved of its obhgatims to do so under the Ageem&. During the 
pendency of the FM Period, therefore, any electric energy p r o d u ~  by the Facility and 
delivered to Tampa Electric for sale shall be purchased by Tampa Electric pursuant to the 
rates specified in the Agreement. 

6. Agreement Ext&. Section 7.5 of the Agreement provides that. upon 
termhution of an FM event, the "...Agreement shall be extended for such puiod as may 
be necessary for the purpose of making good any suspension of a paay's obligations so 
caused." Accordingly, the Parties agree that tho Agrmcnt sball be extended beyond its 
curront March 31, 2009, expiration date by a period equal in length to that of the FM 
Period, mcasured in accordance with pangraph 2 henof. Thcrcfore. by way of exmplc, 
if the FM event is 32 mouths in duration, the extenskm would be for the 32-month pcriod 
~ ~ r i i  I ,  2009, thmugh N O V C ~ ~ M  30, zm I. 

7. Resumed Capacity Pamenk Upon the expiration of the FM Period, 
capacity paymcnfs (and associated mergy payments) to the City shall -e in 
acwrdancc with the Early Capacity Payment Schedule of Appendix "A" to thc 
Agreement, for the rannindu of the month, if any, in which fhc. Gty declared the 
commenocmcnt of the FM Period, or for the subsequent month, as agpmpnatc. For 
purposes of this provision, the day hKnsdiately p d m g  the cormncnccmcnt offhe FM 
event and the day immediately following tamination of the FM wed shall be deemed to 
be eonsccutive and all intwening days shd be deemed nonexistent. Thmforq by way 
of example, ifthc FM Period is thiny-two months in damtion. commsncing on March 31. 
1999. and tcrlnMhg on Novsmbcr 30.2001, capacily paymen& (aod sssociated energy 
payments) to the City would commence on December, 1. 2001, at tho level specified in 
Appendix "A" for April, 1999. The Parties shall, a h  termination of the FM Pericd. 

3 
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DOCKET NO. 090146-EQ 

paymenu based on the actual length of the PM Penod, consistent mth the provisions of 
paragraphs 4 and 7 of this FM AgreCrnent. 

Capaciw Account Balance: Consistent with the suspension of the City's 
obligations under the Agreement. the City's inability to perform nuder the Agreement BS 
a result of the FM shall not m any way be constmed us constituting a default - either 
mandatory or optronaL ae those terms are used in the hgrement. or otherwise - by the 
City. Amordingly, the Capacity Ac~unt  Balance will not be due and payable by the 
City &I a renrlt of the FM or the City's hilum (0 comply with Its duties or obligation3 
under the Agreement drrrlng the FM Penod. 

8 

9. Early Pnymmt Omet Amount: Codsteat With the suspension of the 
City's obligations under the Agrermenl, the Early Payment Otfsct Amount shall not be 
due and payable by the City to E O  as E result of the PM or the City's failure to comply 
with its duties or obligations under the Agrcsaent d- the FM Period. 

In. Capacity Account lntercst Acerud Consistent with the suspension of the 
City's obligations under the Alpe~cat ,  mtncst on the Capacity Account Balance shall 
not aecllle at any time during the pendency 0 t h  FM Period. 

1 1. CiWs Nolice To TECO Tampa Elec!Ac achowldges lhat Schedule A to 
this Agreement, among other thing, ratlpfig Section 7.5 of the Agrcemenl, which 
obligates the Cily to provide to Tampa Elcctric with rwpcct to a fom m a i m  cvcot 
"...written notice and fblI particulars of such cause or causes to the other party os soon 88 
possible afier the occnrrcncc of any such cause...". The City is presently unable to 
delemine with any d o p  of certainty the timing of the onset of the pending 
envimnmentst FM or the duration of the FM Period. Consistent with paragraph 2 hereof. 
the Cily will provide mitten n o t W o n  to Tampa Elecrric within 10 days attar the 

commcncsinant of the PM Pctiod, indicating the &mated date by whkb the FM would 
be re.medicd, a04 pmvidc Wdltm m k e  within IO day6 & the Idnation of the FM 

begin during tbe scurnd or third calendar qumter of 1999. 

e 

event. As of the data of lhis FM Agnanc~t ,  the City Estimate tbat lhc Fhi Pencd will '. 

12. GovCminn Law: Tbis Agrcwat shall be governed by and construed in 
xwrdance with the wbstanhvs laws of thc Ststc OfFlGiida. 

13. uodificaiions: This Agmmeut may be modified or tcrminatcd only by an 
imtnment in wri- axemted by the ParIirs 

14. Multiule GauntUva~?~: Tbm Agreement, Lroluding any amendment or 
modifications lherda, may be executed in multiple counhrparta, cach of wbich shall be 
deemed to be an original. 

15. Succeaso~~ in IntUaJt. This Agrement ahall be binaing upon aud mm to 
the benefit of tix P d a  and thcir respective s u c s a ~ ~ s  and ES-. e 

A 
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16. Disclaima: In executing this Agrement the Parties do not intcnd. nor 
shall this Agreement be consrmed. to bmefit any third party or create any third party 
beneficiary rights. 

17. Conflict% In the cymt of a conflict between terms or provisions of this 
FM Agreement and the Agreement, this PM Agreefnent shall prevai!. 

IN WITNESS WHEREOF. the City and Tampa Electric have executed this 
Agrccmcnt on the day and yeat fmt Vrritten above 

ATTEST: 

By: 
City Clerk 

Approved as to form 

By: . Name: 
Assistant City Attorney 

CITY OF TAMPA 

By: 
Dick A. Onco, Mayor 

By: 

Titla: President 

5 
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In re: Petition of Tampa Electric Company for 
approval of 2006 small power production 
agreement with City of Tampa 

BEFORE THE PUBLIC SERVICE COMMISSION 

DOCKET NO. 060573-EQ 
ORDER NO. PSC-06-1010-CO-EQ 
ISSUED: December 8,2006 

DNSUMMA TlNG ORDER 

BY THE COMMISSION 

By order No. PSC-o6-0943-PAA-EQ, issued November 13, 2006, this Commission 
proposed to take certain action, subject to a Petition for Formal Proceeding as provided in Rule 
25-22.029, Florida Administrative Code. No response has been filed to the order, in re& to 
the above mentioned docket. It is, therefore, 

ORDERED by the Florida Public Service Commission that Order No. PSC-06-0943- 
PAA-EQ has become effective and final. It is h t h e r  e ORDERED that this docket shall be closed. 

By ORDER of the Florida Public Service Commission this _8th day of December, 2006. 

BLANCA S. BAY6. b i rd tdr  
Division of the Co&ssibrJClerk 
and Administrative Scrvicw 

( S E A L )  

PZ 

11 
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ORDER NO. PSC-06-1010-CO-EO 
DOCKET NO. 060573-EQ 

(I) PAGE2 

NOTICE OF FUR THER PROCEEDINGS OR JUDICIAL REVIEW 

The Florida Public Service Commission is required by Section 120.569(1), Florida 
Statutes, to notify parties of any judicial review of Commission orders that is available pursuant 
to Section 120.68, Florida Statutes, as well as the procedures and time limits that apply. This 
notice should not be construed to mean all requests for judicial review will be granted or result in 
the relief sought. 

Any party adversely affected by the Commission’s fmal action in this matter may request 
judicial review by the Florida Supreme Court in the case of an electric. gas or telephone utility or 
the First District Court of Appeal in the case of a water and/or wastewater utility by filing a 
notice of appeal with the Director, Division of the Commission Clcrk and Administrative 
Services and filing a copy of the notice of appeal and the filing fee with the appropriate court. 
This filing must be completed within thirty (30) days after the issuance of this order, pursuant to 
Rule 9.110, Florida Rules of Appellate Proccdurc. The notice of appeal must be in the form 
specified in Rule 9.900(a), Florida Rules of Appellate Procedure. 

12 
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BEFORE THE PUBLIC SERVICE COMMISSION 

In re: Petition of Tampa Electric Company for DOCKET NO. 060573-EQ 
approval .of 2006 small power production ORDER NO. PSC-06-0943-PAA-EQ 
agreement with City of Tampa. ISSUED: November 13,2006 

The following Commissioners participated in the disposition of this matter: 

LlsA POLAK EDGAR, chairman 
J. TERRY DEASON 
ISILIO ARRMGA 

MATTHEW M. CARTER II 

NOTICE OF P R O P O S E D C Y  ACTION 
ORDER APPRO VING SMALL POWE R PRODUCTION AGREEMENT 

BY THE COMMISSION 

NOTICE is hereby given by the Florida public Service Commission that the action 
discussed herein is preliminsry in nature and will become final unless a person whose interests 
arc substantially affected files a petition for a f o d  proceeding, pursuant to Rule 25-22.029, 
Florida Administrative Code. 

Tampa Electric Company ("TECO') currently purchases 15.5 megawatts (MW) of 
capacity and associated energy &om the City of Tampa (the "City) based on g e m t i o n  6um the 
McKay Bay R e b  to Energy Facility (the "Facility"). The precise terms and conditions for this 
purchase are contained in agrcunmts approved by the Commission for cost recovery in 1983 and 
1989 (CoIIectively, the ' T i t  Agreement").' During an outage required for environmmtal 
improvements, changes were made that enhanced performance and efficiency aspects of the 
Facility, The Facility rehnned to savice in 2002 and has demonstrated a capacity increase of 3.5 
MW since that time. On Angust 25,2006. TECO filed a petition requesting approval of a 2006 
Small Power hoduction Agreement pursuant to which it would purchase this additional 3.5 MW 
of firm capacity and energy. As set forth below, we approve TECO's petition. We have 
jurisdiction over this subject matter pursuant to Sections 366.04 through 366.06, 366.91. and 
366.80 through 366.85, Florida Statutes. 

The agreement approved in 1983 was based on an estimated rating of 25 MW for the 
Facility. In addition, a tbreshold capacity fictor of 70%, on a monthly and annual basis, was set 

0 
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ORDER NO. PSC-06-0943-PAA-EQ 
DOCKET NO. 060573-EQ 
PAGE 2 

for capacity payments. When the Facility came into service &er a construction period of 
approximately two years, the parties agreed that capacity payments would be based on a rating of 
15.5 MW. The 1989 amendment modified the term of the agreement to end on March I ,  2009. 
The 1989 amendment also provided that any increase in rating would be based on a physical 
modification or addition to the Facility, followed by a demonstrated increase in the generating 
capacity. Any additional capacity purchased would be subject to a new agrment,  but the first 
15.5 MW would be attributed to purchases under the First Agreement. 

TECO's petition relates to a new agreement for purchase of 3.5 Mw of additional firm 
capacity and energy. This incremental capacity results &om replacement of items such as boilers 
and fumaedgrate systems. which enhanced the perfonnance and efficiency aspccts of the 
Facility. The work was done in conjunction with an envimnmental retrofit project undertaken to 
meet Clean Air Act requirements. All work was completed by year-end 2001. Because of the 
long outage, the contract end date for the First Agreement was shifted to August I, 201 1. 

In accordance with the provisions of the First Agreement, the City demonstrated the 
upratcd capacity during the years 2002 thmugh 2004, and in 2005 exprarped a desire to sell 
additional h n  capacity to TECO. Although the Tampa Elechic Standard Offer bad an open 
season in 2005. the parties elected to negotiate agreement that integrates the new capacity 
with the terms of the existing contract. The new and the existing contracts will terminate 
simultaneously, on August 1.201 1. 

Under the terms of the a g m e n t  proposed for approval in this docket, the capacity and 
energy provided to TECO must be separated into the portion that belongs with the First 
Agreement and the portion that belongs with the new agreement. TECO bas developed a system 
of spreadshsets that accomplish the required separation, utilizing hourly generation, availability, 
and comparisons of avoided cost For the generation of year 2005, TECO has prepared a month 
by month comparison of payments made under the First Agmement with the payments that 
would have been made if the 2006 Apement had been in force. During the negotiations and 
prior to the signing of the agrement, copies of the comparative invoices and supporthg 
calculations were provided for the City to evaluate. We have reviewed samples of the same 
work and find that the assumptions and calculations appear reasonable. Under the terms of the 
2006 contract, a minimum monthly capacity factor of 80% and availability factor of 90% are 
required for payment for the incremental capacity. Security payments are not required because 
the capacity and energy are provided h m  an existing facility, and early capacity payments are 
not a pari of the agrement. 

When the negotiations leading to this agreement began in 2005. the avoided unit for 
TECO was a 180 MW combustion turbine (CT) planned to be in-service by January 2007. By 
the time apement was reached, plans bad changed and the next avoided unit became a 97 MW 
CT planned for January 2009. The agrement was not renegotiated to match the planning 
change. As a result, the payments in the agreement are based on the January 2007 avoided unit. 

As a sensitivity test, we requested a comparison between payments in the agreement 
versus the payments that would result if the 2009 unit were to be used as the avoided unit. The 
two scenarios produce very similar results, but the proposed contract is less costly overall. The 0 
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projection of total payments under the proposed contract is $21,282 less than projected payments 
based on the 2009 unit. Therefore, appmval of the agreement filed in this docket will contribute 
to the advancement of renewable energy at a favorable cost compared with the current next 
avoided unit. 

There has been a perception that small renewable capacity purchases could in fact result 
in a duplication of capacity, because such purchases would not actually avoid or defer any large 
installations. Traditionally, we have recognized that, by making such purchases, a utility will 
theoretically be paying hvice for the same firm capacity and thus create a subsidy for the 
renewable capacity supplier. That situation is mitigated somewhat by the opportunity to sell any 
exceas capacity in the wholesale markei with the gains being credited to ratepayem In addition, 
TECO projects a &mwing demand for generating capacity and energy. This renewable source 
has relatively low cost and does not appear to bring about duplication of capacity. 

The proposed agreement is designed to encourage as much generation as possible by the 
Facility. The Florida Legislame has found that it is in the public interest to promote the 
development of renewable energy r e ~ ~ u ~ c c s ,  as detailed in Section 366.91, Florida Statutes. By 
convetting municipal solid waste to useful electric energy, this renewable generation contributes 
to fuel diversity and conservation of expensive resources such as petroleum fiels, in Line with the 
provisions and intent of the Florida Energy Efficiency and Conservation Act', Section 366.91, 
Florida Statutes, and Rule 25-17.001(5)(d), Florida Administrative Code. 

In summary, we find that this agreement meets all requirements and rules that govern the 
provision and purchase of capacity and energy from renewable resonrces. In particular. it 
encourages the use of renewable enexgy sources and the conservation of expensive limited 
resources. It meets the goals of FEECA as well as Florida renewable energy policy in Section 
366.91, Florida Statutes. For these reasons, we approve TECO's petition. 

0 

Based on the foregoing, it is 

ORDERED by the Florida Public Service Commission that Tampa Electric Company's 
petition for approval of its 2006 Small Powes Production Agreement with the City of Tampa is 
hmby  approved. It is further 

proposed agency action, shall 
beoome final and effective upon the issuance of a Consummating Order unlaps an appropriate 
petition, in the form provided by Rule 28-106.201, Florida Administrative Code. is received by 
the Director, Division of the Commission Clerk and Administrative Services, 2540 Shumard Oak 
Boulevard. Tallahassee, Florida 32399-0850, by the close of business on the date set forth in the 
'Notice of Furtber Proceedings" attached hereto. It is mer 

ORDERED that the provisions of this Order, issued 

ORDERED that in the event this Order becomes final, this docket shall be closed. 

0 a PEECA is codificd at scaianr 366.80 through 366.85, Florida S h W .  
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By ORDER of the Florida Public Service Commission this B&I day of NovembeG i&Q!X. 

BLANCA S. BAY6, Director 
Division of the Commission Clerk 
and Administrative Services 

By: 
h c i a  Sharmrq'Assistant Director 
Division of the Commission Clerk 
and Administrative Services 

( S E A L )  

WCK 

POTICE OF FURTHER PROCE EDINGS OR JUDICIAL. REVIEW 

The Florida Public Service Commission is required by Section 120.569(1), Florida 
Statutes. to notify parties of any administrative hearing that is available under Section 120.57, 
Florida Statutes, as well as the procedures and time limits that apply. This notice should not be 
construed to mean all requests for an administrative hearing will he granted or result in the relief 
sought. 

Mediation may be available on a case-by-case basis. If mediation is conducted, it does 
not affect a substantially interested person's right to a hearing. 

The action proposed herein is preliminary in nature. Any person whose substantial 
interests are affected by the action proposed by this order may file a petition for a formal 
proceedin& in the form provided by Rule 28-106.201, Florida Adminisl~ative Code. This 
petition must be received by the Director. Division of the Commission Clerk and Administrative 
Services. 2540 Shumard Oak Boulevard, Tallahassee, Florida 32399-0850, by the close of 
business on December 4.20 06. 

In the absence of such a petition, this order shall become fmal and effective upon the 
issuance of a Consummating Order. 

Any objection or protest filed in thidthese docket@) before the issuance date ofthis order 
is considemi abandoned unless it satisfies the foregoing conditions and is renewed within the 
specified protest period. a 
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YZ-STD 0.w 
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2. The First Agreement states that the City of Tampa must achieve a minimum 
capacity factor of 70 percent in order to be eligible to receive a capacity 
payment for the 15.5 MW delivered under that agreement. However, the 
2006 Agreement contains provisions whereby the City receives the full 
capacity payment for the 3.5 MW delivered under that agreement only if the 
facility achieves a capacity factor greater than or equal to 90 percent, a 
calculated portion of the full payment if the facility achieves a capacity factor 
between 80 and 90 percent, and no capacity payment if the capacity factor 
is less than 80 percent. The Extension being considered under the current 
docket proposes that the City be paid the full capacity payment for the entire 
19.0 MW if its facility achieves a capacity factor of at least 70 percent. 
Please describe or explain the reason(s) for the various adaptations of this 
contract term. 

A. The previous City of Tampa agreements have two separate performance 
levels. The First Agreement for 15.5 MW includes a capacity factor 
performance target of 70 percent, and the 2006 Agreement capacity has a 
capacity factor target of 90 percent. The larger of the two agreements was 
the template for the Extension. Thus, the Extension has a 70 percent 
capacity factor target for the full 19.0 MW. 

Given that the City’s historical capacity factor performance is greater than 
90 percent and an evaluation of the extension was cost-effective, Tampa 
Electric did not require an increase of the capacity factor target during the 
negotiation. Instead. the company focused on obtaining other benefits such 
as right of first refusal to potential renewable energy credits. Furthermore, 
Section 5 of the Extension does have a new provision whereby Tampa 
Electric or the City may, in its sole discretion, terminate the agreement in 
2014, 2017, or 2020. Thus, if the City’s performance under the Extension 
deviates significantly from past performance, Tampa Electric has the option 
to terminate the agreement with 18 months prior notice. 
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3. The Extension contains a provision whereby the City has 90 days from the 
date of the FPSC's final order approving the standard offer contract in order 
to exercise a one-time option to select it for the sale of the 19 MW under 
consideration in this docket. However, the 90-day window has long since 
closed. Is it still possible for the City to exercise this option? 

A. No. The time for the City of Tampa to exercise the standard offer contract 
option has expired. 
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4. Please describe or explain the different escalation rates for the capacity 
payments for the First Agreement, the 2006 Agreement, and the Extension. 
Please provide the capacity payments and escalation rates associated with 
each contract. Please also provide a comparison between the 2009 
Standard Offer Contract capacity payments and those under the Extension, 
and explain or describe any differences in the escalation rates. 

A. The information is provided in the following table. 

AgreemenUContract 

Initial Average 
Capacity Annual 
Payment Escalation 

Term (SIkW-Mo) Rate 

First Agreement 04/01/1989 - 08/01/2011 $13.37 1.79% 
2006 Agreement 08/01/2007 - 08/31/2011 $2.54 2.28% 
Proposed Extension 08/01/2011 - 07/31/2024 $23.80 2.77% 
2009 Standard Offer Contract’.’ 08/01/2011 - 07/31/2024 $6.92 1.84% 

‘ The 2009 Standard Offer Contract (“SOC‘) is effective as of June 30,2009. Assumes selection of the 
early payment option starting 5/1/11 for payments beginning in 201 1, 
As s h o w  in Tampa Eledric’s analysis provided in response to Staffs First Set of Data Requests, No. 
10, submitted on May 15,2009, although the capacity payments of the proposed Extension are greater 
than those of the SOC, the lower energy payments under the proposed Extension resulted in net 
benetits to customers. The proposed Extension also results in net benefits to customers in the 
analysis requested by Commission Staff in Staffs Third Data Request, No. 6. 

2 
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5. In a previous data request, TECO indicated that the fuel forecast used to 
develop the pricing for this Extension was based from late 2007 prices. 
Please provide a more recent fuel forecast for comparison purposes. 

A. The most recent fuel commodity forecast is provided in the table below. 
This forecast is also used in the company's actuaVestimated re-projection 
filing that will be submitted in the fuel docket on August 4, 2009. 

Natural Gas Coal ' 
(UMMBtu) ($/MMBtu) 

201 1 7.00 2.32 
2012 7.27 2.42 
2013 7.37 2.46 
2014 7.45 2.59 
2015 7.55 2.58 
2016 7.64 2.73 
2017 7.76 2.83 
2018 7.93 3.25 
2019 8.10 3.40 
2020 8.28 3.55 
2021 8.47 3.70 
2022 8.65 3.86 
2023 8.85 4.02 
2024 9.04 4.19 

Tampa Electric provides the Big Bend Unit 4 coal price because it is the coal  rice used for the analvsis 1 

since the contractual energy payment is the lesser of Tampa Electric's hour-by-hour system avoibed 
energy cost and the energy price for Big Bend Unit 4. 
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The 2007 fuel commodity forecast is provided in the table below. This 
forecast was used in the company's evaluation of the City of Tampa 
Extension. 

Natural Gas Coal ' 
(WMMBtu) ($/MMBtu) 

201 1 7.35 1.72 
2012 7.37 1.76 
201 3 7.60 1.78 
2014 7.93 1.84 
2015 8.36 1.88 
2016 8.59 1.92 
2017 8.82 1.98 
201 8 9.04 2.04 
2019 9.48 2.10 
2020 9.91 2.18 
2021 10.26 2.29 
2022 10.62 2.41 
2023 10.99 2.57 
2024 11.39 2.79 

' Big Bend Unit 4 coal price. 

Tampa Electric provides the Big Bend Unit 4 coal price because it is the coal price used for the analysis 
since the contractual energy payment is the lesser of Tampa Electric's hour-by-hour system avoided 
energy cost and the energy price for Big Bend Unit 4. 

1 
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6. Please complete Tables 1 and 2 attached comparing the projected 
payments to the City of Tampa under the Extension with payments under 
TECOs 2012 Combustion Turbine Standard Offer Contract. Please clearly 
note the source(s) used to develop the data in each column. Please use 
and identify the most recent fuel forecast for the comparison. 
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A. The information comparing the projected payments to the City of Tampa under the Extension with 
payments under Tampa Electric's 201 2 Combustion Turbine Standard Offer Contract as well as the 
sources used to develop the data in each column are provided in the following tables. The most 
recent fuel forecast shown in the response to Staf fs Third Data Request, No. 5, was used to develop 
the data in each column. 

Column Data Source 

1 

2 
3 
4 
5 
6 
7 

8 
9 

10 
11 

Extension of Small Power Production Agreement between Tampa Electric Company and the City of 
Tampa 
Projected Big Bend 4 Avoided Energy Cost 
Calculation (Column 1 ' 19 MW * No. of Months) 
Calculation (Column 2 ' Energy Capacity Factor) 
Calculation (Column 3 + Column 4) 
Calculation (Column 5 I (Energy * Capacity Factor)) 
Tampa Electric's Combustion Turbine (CT) Standard Offer, Sheet Numbers 8.406-8.436, dated July 
28, 2008 
Calculation (Column 7 ' 19 MW No. of Months) 
Calculation using the energy price as the lesser of Tampa Electic's avoided cost and the energy price for 
the Tampa Electric CT Standard Offer. (Energy Price * Energy * Capacity Factor) 
Calculation (Column 8 + Column 9) 
CalculaZon (Column 5 -Column 10) 
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