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FLORIDA PUBLIC SERVICE COMMISSION 

fletcher Building 
101 East Gaines Street 

Tallahassee, F1orida 32399-0850 

MEMORANDUM 

October 11, 1990 

DIRECTOR, DIVISION OF RECORDS AND REPORTING 
-rtJ a-

DIVISION OF ELECTRIC AND GAS (BALLINGER, KUHM£R) ~uv.v 
DIVISION OF LEGAL SERVICES ( PALECKI}~p 

DOCKET NO. 900004-EU, FLORIDA POWER CORPORATION, PETITION FOR 
APPROVAL OF RATE SCHEDULES COG-1 AND COG-2 

10/23/90 - CONTROVERSIAL AGENDA · PARTIES MAY PARTICIPATE 

CRITICAL DATES: NONE 

CASE BACKGROUHQ 

On June 6, 1990, Floridi Power Corporation (FPC) filed its peti t ion for 
approval of rate schedules COG-1 and ~OG-2 pursuint to the Commission vote in 
Docket No. 900004-EU, Hearings on Load Forecasts, Generation Expansion Plans, and 
Cogeneration Prices for Peninsular Florida 's Utilities . 

Per the Co.ission's administrative procedures, Staff approved the FPC ' s 
rites for COG-1 ind COG-2, except for those portions reliting to transmission 
capacity costs which were not part of the Commission's vote on Hay 25, 1990. At 
the July 31, 1990 Agenda Conference, the Co11111ission voted to suspend the 
questionable tariff sheets from FPC 's OOG-1 and COG -2 tariffs until Staff could 
return to the C011111ss ion with a reco~~~~~endat ion as to the merits of inc l rJd i ng such 
language in a Standard Offer Contract. 

DISCUSSION OF ISSUES 

ISSUE 1: Should FPC's Seventh Revised Sheet No. 9.104 and Sixth Revised Sheet 
No. 9.206 be approved? 

BECQMMENDAJIQNr Yes. The additional language proposed by FPC is necessary to 
ensure that QF's properly reimburse FPC ' s ratepayers for any reduction in 
transfer capability. 

STAFf AIALY$1St As part of FPC ' s request for approval of its COG -I and COG-2 
rate schedules, FPC included tariff language requiring that transmission capacity 
costs be inc.orporattd into the payments received by QF 's. More specifically, the 
costs outlined in the proposed COG-1 and COG-2 rate schedules would include all 
costs associated wtth a~ impa1rment or reduction of the electr1c power transfer 
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capability between FPC 's northern territory and FPC's load centers in 
central/southern Florida that are attributable to the interconnection of the QF 
with FPC's syste.. The original lang~age referred to a specific PSC Docket. 
S1•11ar language was incorporated into t 'he interconnection agreement between FPC 
and Ti8btr Energy as well . The revised l~nguage now proposed by FPC is generic 
and dots not bind the PSC in any form. (See Attachment 1) 

Rule 25-27.086, Florida Administrative Code, states in part that: 
•[w]here purchases frota a qualifying facility will 
iiiPafr the utility' s ability to give adequate service to 
t he rest of its custOIIlers or, due to operational 
ci rcu.stances, purchases from qua 11 fyi ng fac 1li ties will 
result in costs greater than those which the utility 
would incur if i t did not . make such purchases, or 
otherwfse place an undue burden on the ut 11i ty, the 
utility shall be relieved of its obligation under Rule 
25-17.082 to purchase electricity from a qualifying 
facility. • 

While this Rule .ay see. to negate the necessity for additional l anguage 
to be placed in standard offer contracts, Staff ~ould recommend that this Rdle 
ts clearly applicable to COG-1 , or as-available, tariffs but may present a force 
81jeure situation fer COG-2, fin~ capa~ity and energy, contracts . The FPC's 
tariff language goes one step beyond this general language by identifyi ng a 
location in its service territory where potential problems may exist and 
clarifies the apf1fc:ab11tty of this Rule. This additional information 1s 
especially valuab e for an off the shelf eontract where the utility is forced to 
honor the contract. 

The re'lised tariff sheets would place future potential cogenerators on 
notice as to the transMiss ion constraints in Northwest Florida and their 
subsequent liabilities and will also provide valuable information to potential 
QF' s when they are analyzing the merits of their own project. Staff would like 
to note that since the Co.atssion voted to close out the current standatd offer 
contrac:t based on a 1996 500 HW coal unit, the prospective application of this 
language ts moot. However, FPC has rece ived a signed standard offer contract 
fr08 Panda Energy Inc. that includes the original trans•issfon capacity cost 
language that was suspended by the C01111ission at the July 31, 1990 Agenda 
Conference. Therefore, the Comaission's action on this matter is necessary in 
order for Panda Energy to fully evaluate their options. 

The inclusion of this language i n the standard offer contract is also 
iiiiPOrtant because it wn 1 serve to keep the standard offer contract and 
negotiated contracts on an even playing field . The issue of trans•fssfon 
capacity costs has beca.e a very important negotiating factor for FPC ani should 
be properly reflected in a standard offer contract that fs also available to the 
potential qualifying facility. 
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At the July 31, 1990 Agenda Conference, Staff .ant1oned that this language 
•1ght be 10re appropriate in the interconnection agreement. After soma more 
thought, this -.y not be an important factor after all. No matter w~ere this 
language 1s incorporated, it puts the QF on notice as to the potential for 
additional costs that lilY be incurred. .In fact, in may be more appropriate to 
have thts language in the contract so as to not have confusion over the validity 
of the project at a later date when the interconnection agreement is tyrically 
signed. 

Bued on the above discussion,-S'taff would recOIIIIDend that FPC's Seventh 
Revised Sheet No. 9.104 and Sixth Rev1sed Sheet No. 9.206 be approved. 
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(Contfrwd fro. , .. 110. 4) 

c. ·- u. -- ,.. YJd*l• vtlltty ,..,., 
Tile Glalffytne facility IMU be billed .w\tllly fOf' tile co.t of .,.,.lllble utility U$1 - •aocleted 

vltll tile ..,..tfOft end Mint-. of tile lnttrcomectlcn. n- Include <•> the Collpeny'• 

l,...nt- of tile lnhl-w.ctlcn end (b) •lnten~ of ""' lltf.ll~ bt)oand tllet tllldt would be 

,_.,,,... to prwlde ,.,..1 electric Mrvlc. to tha Glatltylne facllhy If no 111• to the Collpeny 

_. I!W8lVIId. 

In u., of ..,_,u fOf' tetwl dlereee the Glallfytre facility -v pey a .w\ttlly dlarve equal t o 
O.HI of the lnetelled cott of t,.. fnterc:cnnec:tlcn fecit Itt•. 

I . T a , It&t 
The CIUillfylne facility wlt be billed .w\thly an ~ equal to the tun, tlltStliifttl, or ott..r 

l ... ftfGnl, If "'~• fOf' tlltdt the C~ I• tleble • • result of lu prd\aln of Aa·Avelleble 
.__ 1111 ,,..., ~ the CUltfylre Facility • 
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81- CIFJB CIII1UCT UTI Rll ,__. Of fl. C»M:ITY ,_ IJEJIIIIY nat 
IIIM.Ina• • •nCII & ...u PCioD PIICIDUCYICII r.caunn <C~LW.tn•• Facauna> 

(Contl....t '"* ,. llo. 6) 

•· r,.,.,. a 'IX C!llla• 

Tile -=-c. N)ect to dill MltO ..... l1 -r Include the coati uaoclated wltll tiJ'f flf)llr.nt or 
~lift If, er ~ ~ affect on, tbo 1lactrlc power trenafor eepeblllty bltwron tho 

C s ••• - dliwft Plwt• twt'ltory llld die ec.p.ny•a loecl ~•- In ~tral and aouthlm l' lorldl, 
~~- "- er .nrtu.Dle to die frttWCOitiiCtlo:~ of die Gulltfylne facility wid! the ec.p.ny•a 
elatrllel ...... CW.Itwftw marred to - .,,._, .. ,on C~~J~City Coote•), to the atent that IUt'h 

-~~ .. .._.. .. .., die FPIC w .,.. ottllr f'ltlllltory ...-cy with Jurfldlctfon - tudl coati, 
_. _. till ,..._n.ttlty of the Gulllfvtne facility via an ordef' ~lfcable to the Ouallfyfne 

r.flttr. 

"' ......,, ft till *-Ufytne Faclltty .. ,.. that W..thor, llld In whit -...t, Tr.-fufon Capacity 
Celt. IIIaH be .. ,.....lbtlf'ty Of t he Clulllfylftll facUlty, ltllll bl dttOIWined In ICCOMMncl wltll 
till ._...Ntlon • to lf!Pllcabtllty and •ttlod llld PI"OCICt.INI pc"'ICrfbed by final order of tho 
....: er .., flnel ..,. of ., other ,...,latory aeencY wi th Jurledletlon over IUt'h c:oott. 

,,..,,.._ .....,., diet nodllne In thl1 rate ~11 •u sw-t die Oulllfylftll fac il ity or tho 

~ "- t.&:lne -. poeltlon In ., odlar FPSC ciDcbt concemlne Tr--lalon C~~J~Ci ty Coote, 
w Ia "" llflllllflll ~ by ., othof' ....,tatory ...-cy wid! jurledfetiGn - tudl coata. 

,...._ furdlw, diet If die Oulllfyfne facility eoncludel that the -...t of Ita Tr.,.faefon 
~fty Coeta~ ,.._.tbll l ty ultt•t•lv dtt-lned will ,..,., tho eonetruetlon of the Clullllfvfna 
fecllltr "-•lc w not In the OualffYine facility• a belt oeona.lc lntor11t, the Owl lfvf"'l 
r.llltr elllt l ....,. till rllllt to t-lnato the cont...,cNII*- Stlndlrd Offer Contract bot--. the 
~ _, 1M -.tlfytftl facility wltll re.pet;t to the Clulllfy1ne facility • foil-. Till 

-..tlfrllll r.tltty _, otoet, at Ita afnelo cptlon, to t-inata by notify!,. the COipny In wrlt lftll 
.,..,. CU wftlltn to .,_ of .,.. flnat FPSC order, no t...- ~Jact to appMI, or (2) wl tllfn 60 

.,_ ., till ftnol _..., no toneor M.DJoet to appMI, of .,.. other ,...,latory ~ wllh 

lurt"'ct'• - .,. -~. Upon IYdl otectlon, nalthef' the ec.p.ny nor tho Ouall fy f"' Facility •u ..._ Mr furttler rllbt or oblt11tlon Wider the ltandlnt Offer Contrect . 

( Cont I rued on P No. I> 
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