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NOTICE OF PROPOSED AGENCY ACTION
ORDER APPROVING FLORIDA POWER AND LIGHT COMPANY’S
STANDARD OFFER CONTRACT AND RATE SCHEDULE QS-2

BY THE COMMISSION:

NOTICE is hereby given by the Florida Public Service Commission (Commission) that
the action discussed herein is preliminary in nature and will become final unless a person whose
interests are substantially affected files a petition for a formal proceeding, pursuant to Rule 25-
22.029, Florida Administrative Code (F.A.C.).

Background

Section 366.91(3), Florida Statutes (F.S.), requires each investor-owned utility (IOU) to
continuously offer to purchase capacity and energy from renewable generating facilities and
small qualifying facilities. Rules 25-17.200 through 25-17.310, F.A.C., implement the statute
and require each IOU to file with this Commission, by April 1 of each year, a revised standard
offer contract based on the next avoidable fossil fueled generating unit of each technology type
identified in the utility’s current Ten-Year Site Plan. On April 1, 2020, Florida Power & Light
Company (FPL) filed a petition for approval of its revised standard offer contract, based on its
2020 Ten-Year Site Plan. Since its initial filing, FPL has filed two revisions to its petition to
correct typographical and calculation errors.! We have jurisdiction over this standard offer
contract pursuant to Sections 366.04 through 366.055, and 366.91, F.S.

! See Document Nos. 02341-2020 and 02557-2020 in Docket No. 20200114-EQ.
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Review

Section 366.91(3), F.S., and Rule 25-17.250, F.A.C., require that FPL, an IOU,
continuously make available a standard offer contract for the purchase of firm capacity and
energy from renewable generating facilities (RF) and small qualifying facilities (QF) with design
capacities of 100 kilowatts (kW) or less. Pursuant to Rules 25-17.250(1) and (3), F.A.C., the
standard offer contract must provide a term of at least 10 years, and the payment terms must be
based on the utility’s next avoidable fossil-fueled generating unit identified in its most recent
Ten-Year Site Plan, or if no avoided unit is identified, its next avoidable planned purchase.

FPL’s submitted 2020 Ten-Year Site Plan does not feature an avoidable fossil-fueled
generating unit or planned purchases that could be deferred during the planning period, FPL
could opt to offer only a standard contract for energy payments based on its as-available energy
cost. However, to encourage renewable generation, FPL has identified a 1,991 megawatt (MW)
natural gas-fired combined cycle unit (CC) as the next planned generating unit. The projected in-
service date of the unit is June 1, 2030. We have approved using a unit outside of the Ten-Year
Site Plan planning period previously.>

Under FPL’s standard offer contract, the RF/QF operator commits to certain minimum
performance requirements based on the identified avoided unit, such as being operational and
delivering an agreed upon amount of capacity by the in-service date of the avoided unit, and
thereby becomes eligible for capacity payments in addition to payments received for energy. The
standard offer contract may also serve as a starting point for negotiation of contract terms by
providing payment information to an RF/QF operator, in a situation where one or both parties
desire particular contract terms other than those established in the standard offer.

In order to promote renewable generation, we require the IOU to offer multiple options
for capacity payments, including the options to receive early or levelized payments. If the RF/QF
operator elects to receive capacity payments under the normal or levelized contract options, it
will receive as-available energy payments only until the in-service date of the avoided unit (in
this case June 1, 2030), and thereafter, begin receiving capacity payments in addition to the
energy payments. If either the early or early levelized option is selected, then the operator will
begin receiving capacity payments earlier than the in-service date of the avoided unit. However,
payments made under the early capacity payment options tend to be lower in the later years of
the contract term because the net present value (NPV) of the total payments must remain equal
for all contract payment options.

Table 1 contains FPL’s estimates of the annual payments for each payment option
available under the revised standard offer contract to an operator with a 50 MW facility
operating at a capacity factor of 94 percent, which is the minimum capacity factor required under
the contract to qualify for full capacity payments. Normal and levelized capacity payments begin

2 See Order No. PSC-2018-0316-PAA-EQ, issued June 20, 2018, in Docket No. 20180083-EQ, In re: Petition for
approval of renewable energy tariff and standard offer contract, by Florida Power & Light Company.
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with the projected in-service date of the avoided unit (June 1, 2030), while early and early
levelized capacity payments begin in 2026 for this example.

Table 1 - Estimated Annual Payments to a 50 MW Renewable Facility
(94% Capacity Factor)

Capacity Payment (By Type)
Energy Early
Payment Normal Levelized Early Levelized

Year $(000) $(000) $(000) $(000) $(000)

2021 6,908 - - - -

2022 6,933 - - - -

2023 8,038 - - - -

2024 8,709 - - - -

2025 9,648 - - - -

2026 10,212 - - 1,975 2,217

2027 10,639 - - 2,014 2,217

2028 11,517 - - 2,054 2,217

2029 11,540 - - 2,095 2,217

2030 11,625 3,263 3,574 2,137 2,217

2031 11,910 3,332 3,574 2,180 2,217

2032 12,556 3,402 3,574 2,223 2,217

2033 12,862 3,473 3,574 2,268 2,217

2034 13,404 3,546 3,574 2,313 2,217

2035 13,035 3,620 3,574 2,359 2,217

2036 13,102 3,696 3,574 2,407 2,217

2037 12,370 3,774 3,574 2,455 2,217

2038 12,076 3,853 3,574 2,504 2,217

2039 13,828 3,934 3,574 2,554 2,217

2040 13,613 4,016 3,574 2,605 2,217

Total 224,525 39,908 39,316 34,143 33,253
Total (NPV) 105,773 13,601 13,601 13,601 13,601

Source: FPL’s Amended Response to Our Staff’s First Data Request3

FPL’s standard offer contract, in type-and-strike format, is included as Attachment A to
this Order. The changes made to FPL’s tariff sheets are consistent with the updated avoided unit.
Revisions include updates to calendar dates and payment information which reflect the current
economic and financial assumptions for the avoided unit.

SDocument No. 02342-2020, filed May 1, 2020, in Docket No. 20200114-EQ.
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Decision

We hereby approve FPL’s revised standard offer contract and associated rate schedule QS-2 as
filed. The provisions of FPL’s revised standard offer contract conform to all requirements of
Rules 25-17.200 through 25-17.310, F.A.C. The revised standard offer contract provides
flexibility in the arrangements for payments so that a developer of renewable generation may
select the payment stream best suited to its financial needs.

Based on the foregoing, it is

ORDERED by the Florida Public Service Commission that Florida Power and Light
Company’s revised standard offer contract and associated rate schedule QS-2 are approved. It is
further

ORDERED that the provisions of this Order, issued as proposed agency action, shall
become final and effective upon the issuance of a Consummating Order unless an appropriate
petition, in the form provided by Rule 28-106.201, Florida Administrative Code, is received by
the Commission Clerk, 2540 Shumard Oak Boulevard, Tallahassee, Florida 32399-0850, by the
close of business on the date set forth in the “Notice of Further Proceedings™ attached hereto.
Potential signatories should be aware that, if a timely protest is filed, Florida Power and Light
Company’s standard offer contract may subsequently be revised. It is further

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

By ORDER of the Florida Public Service Commission this 26th day of June, 2020.

A

ADAM JAEITZMAN
Commission Clerk

Florida Public Service Commission
2540 Shumard Oak Boulevard
Tallahassee, Florida 32399

(850) 413-6770
www.floridapsc.com

Copies furnished: A copy of this document is
provided to the parties of record at the time of
issuance and, if applicable, interested persons.

AIW
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NOTICE OF FURTHER PROCEEDINGS 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 be 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
proceeding, in the form provided by Rule 28-106.201, Florida Administrative Code. This
petition must be received by the Office of Commission Clerk, 2540 Shumard Oak Boulevard,
Tallahassee, Florida 32399-0850, by the close of business on July 17, 2020.

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

Any objection or protest filed in this/these docket(s) before the issuance date of this order
is considered abandoned unless it satisfies the foregoing conditions and is renewed within the
specified protest period.
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TwelfthThirteenth Revised Sheet No. 9.030
FLORIDA POWER & LIGHT COMPANY Cancels Eleventh Twelfth Revised Sheet No. 9.030

STANDARD OFFER CONTRACT FOR THE PURCHASE OF
CAPACITY AND ENERGY FROM A RENEWABLE ENERGY FACILITY OR A QUALIFYING
FACILITY WITH A DESIGN CAPACITY OF 100 KW OR LESS (20262030 AVOIDED UNIT)

THIS STANDARD OFFER CONTRACT (the “Contract™ is made and entered this day of
. bv and between (herein after “Oualified Seller”

NOW, THEREFORE, for mutual consideration the Partics agree as follows:

(Continued on Sheet No. 9.031)

Issued by: Tiffany Cohen, Director, Rates and Tariffs
Effective: June-11,2019
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FourteenthFiftcenth Revised Sheet No. 9.032
FLORIDA POWER & LIGHT COMPANY Cancels FristeenthFourteenth Revised Sheet No. 9.032

{Continued from Sheet No. 9.031)

(c) Ifthe QS is a REF, the QS shall, on an annual basis and within thirty (30) days after the anniversary date of this Contract
and on an annual basis thereafter for the term of this Contract, deliver to FPL a report certified by an officer of the QS: (i)
stating the type and amount of each source of fuel or power used by the QS to produce enerzy during the twelve month
period prior to the anniversary date (the “Contract Year™); and (ii) verifying that one hundred percent (100%0) of all energy
sold by the QS to FPL during the Contract Year complies with Sections 1(a) and (b) of this Contract.

Fa 7T TG (3 L R TP T SRS ST ST T D, | R PTG R [N USNS CRRI T I . P

date of the avoided unit, or such later date as may be perlmttéd by FPL pursuant to Section 5 of this Contract, FPL will be permitted to
terminate this Contract consistent with the terms herein without further obligations, duties or liahility to the QS

3. Minimum Specifications

Following are the mininmum specifications pertaining to this Contract:

L The avoided unit (“Avoided Umt™) options on which this Contract is based are detailed in Appendix A.
2. This offer shall expire on Apnl 1, 20206.2021,
3. The cate by which firm capacity and energy deliveries from the QS to FPL shall commence is the in-service date of the

Avoided Unit {or such later date as may be permitted by FPL pursuant to Section 5 of this contract) unless the QS chooses a capacity payment
option that provides for early capacity payments pursuant to the terms of this Contract.

4, The period of time over which firm capacity and energy shall be delivered from the QS to FPL is as specified in Appendix
E; provided, such period shall be no less than a minimum of ten (10) years after the in-service date of the Avoided Unit.
5. The following are the minimum performance standards for the delivery of finm capacity and energy by the QS to qualify for
fiall capacity payments under this Contract;
On Peak * All Hours
Availability 94.0% 94.0%

= ()5 Performance and On Peak hours shall be as measured and/or deseribed in FPL’s Rate Schedule (OS-2 attached hereto as Appendix A

(Continued on Sheet No. 9.032.1)

Issued by: Tiffany Cohen, Director, Rates and Tariffs
Effective: June 31,2019
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SecondThird Revised Sheet No. 9.034
FLORIDA POWER & LIGHT COMPANY Cancels SecondFigst Sheet No. 9.034

(Continued from Sheet Mo, 9.033.1)

6. Testing Procedures

6.1 The Committed Capacity Test must be completed successfully within a sixty-howr period {the “Demonstration Period™), which
period, including the approximate start time of the Committed Capacity Test, shall be selected and scheduled by the QS by means of a written
notice to FPL delivered at least thirty (30) days prior to the start of such period. The provisions of the foregoing sentence shall not apply to
any Cuuumttsd Capaeity Tdsl reqmrsd by FPL under any of Ich pro\l:»mm. of this Contract. FPL shall have the right to be present onsite to

a0 Tl o Pl o m A el L, K

- PU A Taga e

the early capacity paymsn[ Upl.ll_'llb un]v Iffhﬂ (I8 has achieved the Cd].:ldbllv Dch\ery Ddis and is delivering Eun (,apdmlv and energy to FPL
Ongee elected by the QS, the capacity payment option cannot be changed during the term of this Contract,

7.3 Payments
Payments due the QS will be made monthly and normally by the twentieth business day following the end of the billing period, A
statement of the kilowatt-hours sold by the Q8 and the applicable avoided energy rate at which payments are being made shall accompany the

payment to the Q3.

(Continuad on Sheet No. 9.035)

Issued by: Tiffany Cohen, Director, Rates and Tarifls
Effective: Septemberi32016
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Fourteenth-Fifleenth Revised Sheet No. 10.311
FLORIDA POWER & LIGHT COMPANY Cancels Thirteenth-Fourteenth Revised Sheet No. 10.311

APPENDIX I
TO RATE SCHEDULE QS-2
2026-2030 AVOIDED UNIT INFORMATION

The Company’s Avoided Unit has been determined to be a 48861,991 MW Combined Cycle Unit with an in-service date of June 1, 2026
2030 and a contract heat rate of 6:3085.996 Btw/kWh.

EXAMPLE STANDARD OFFER CONTRACT AVOIDED CAPACITY PAYMENTS
FOR A CONTRACT TERM OF TEN YEARS FROM THE IN-SERVICE DATE OF THE AVOIDED UNIT

(SKW/MONTH)
Option A Option B Option C Option D
Contract Year Normal Capacity Early Capacity Levelized Capacity Early Levelized Capacity

Payment Payment Payment Payment
2022 $§ --5—346 s - § - 4—e2
2023 § - 5324 $ -&5—362
2024 $ --—333 3 -S4—362
2025 $ - -S340 $ -3—36
2026 $3.20 %340 D — e e S
2027 $3.30 %3358 b3 3608 362
2028 $3.42 4387 £ 3.60.8 3.5
2029 £3.40 %376 b 3.69-8 342
2030 §3.56 4—383 b3 3.60-% 362
2031 $363 43035 b 3.69-% Jaal
2032 $3.71 %405 b 3.69-% St
2033 $378 %415 £506 % e b 3.60-8 At
2034 S$3.86 $—425 $5.96 § -0 $ 3698 362
2035 $603$—68F  $3033—436  $506% o 3605342
2036 86.16 §—6-98 5401 F—447 559 % it b3 3.60-% et
2037 $6.29 5400 $5.96 §—r3.69
2038 3642 3417 8596 P—
2040 $6.69 $4.34 §5.96 §——369

ESTIMATED AS-AVAILABLE ENERGY COST

For informational purposes, the most recent estimated incremental avoided energy costs for the next ten years will be provided within
thirty (30) days of written request.

ESTIMATED UNIT FUEL COSTS ($/MMBiu):
The most recent estimated unit fuel costs for the Company’s avoided unit will be provided within thirty (30) days of written request.

Issued by: Tiffany Cohen, Director, Rates and Tariffs
Effective: June 12010
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Seventh-Eighth Revised Sheet No. 10.311.1
FLORIDA POWER & LIGHT COMPANY Cancels Sixth-Seventh Revised Sheet No. 10.311.1

2026-2030 AVOIDED UNIT FIXED VALUE OF DEFERRAL PAYMENTS - NORMAL CAPACITY OPTION PARAMETERS
Where, for a one—year deferral:
VACH Company’s value of avoided capacity and O&M, in dollars per kilowatt per month, during month m;
present value of carryving charges for one dollar of investient over L years with carrying
charges computed using average annual rate base and assumed to be paid at the mddle of each year

and present valued to the middle of the first year;

total direct and indirect cost, in mid-year dollars per kilowatt including AFUDC but excluding CWIP,
of the Company's Aveided Unit with an in-service date of year “n’™,

total fixed operation and maintenance expense, for the year n, in mid-year dollars
per kilowatt per vear, of the Company’s Avoided Unit;

annual escalation rate associated with the plant eost of the Company’s Avoided Unit,

anmal escalaftion rafe associafed with the operation and maintenance expense of the
Company’s Avoided Unit;

annual discount rate, defined as the Company’s incremental after-tax cost of capital
expected life of the Company's Avoided Umit;

year for which the Company's Avoidad Unit is deferred starting with its original
anticipated in-service date and ending with the termination of the Standard Offer Contract.

FIXED VALUE OF DEFERRAL PAYMENTS - EARLY CAPACITY OPTION PARAMETERS

monthly capacity payments to be mads to the (S starting on the year the (S elects to start receiving early capacity
payments, in dollars per kilowatt per month;

annual esealation rate associated with the plant cost of the Company’s Avoided Unit;

annual escalation rate associated with the operation and maintenance expense of the
Company's Avoided Unt;

year for which early capacity payments to a QS are to begin; (at the election of the (S early capacily payments
may commence anytime after the actual in-service date of the QS facility and before the anticipated
in-service date of the Company’s aveided unit)

the curnulative present value of the avoided capital cost component of capacity payiments
which would have been made had capacity payments commenced with the anficipated in-service
date of the Company’s Avoided Unit and continued for a period of 10 vears; $400-16486.14

annual discount rate, defined as the Company’s ineremental after-tax cost of capital; I337.52%
the term, in years, of the Standard Offer Contract for the purchase of firm capacity commencing in the year *
the S elects to start receiving early capacity payments prior to the in-service date of the Company's

Avoided Unit;

the cumulative present value of the avoided fixed operation and maintenance expense component of capacity

payments which would have been made had capacity payments commenced with the anficipated in-service

date of the Company's Avoided Unit and continued for a period of 10 vears. 51080004 56

*From Appendix E

Issued by: Tiffany Cohen, Director, Rates and Tariffs
Effective: June11;-2019
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Attachment A

SeventhEighth Revised Sheet No. 10.312

FLORIDA POWER & LIGHT COMPANY

Cancels SeventhSixth Revised Sheet No. 10.312

VALUE OF CAPACITY LOCATION

N 0.96795

CC (.858945

OCEC e
@L\l 05520 I.EJ
OIR 085604
RV 0877958
WC 0 83967
FM 0983 PE 0.996
g IFL 1.000
TF 0.981

>

FOR ILLUSTRATIVE PURPOSES ONLY

Issued by: Tiffany Cohen, Director, Rates and Tariffs
Effective: June 112019
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First Revised Sheet No. 10.314
FLORIDA POWER & LIGHT COMPANY Cancels Original Sheet No. 10.314

APPENDIX C
TOTHE STANDARD OFFER CONTRACT
TERMINATION IFEE
The Termination Fee shall be the sum of the values for each month beginning with the month in which the Capacity Delivery Date occurs through the

month of termination {or month of calculation, as the case may be), computed according to the following formula:

Termination Fee = Termination Fee applicable to Capacity Payment Option plus Termination Fee applicable to Fixed Firm Energy Option

Termination Fee applicable to Capacity Payment Options B, C, D and E

In the event that for any Monthly Billing Period, the computation of the value of the Capacity Payment Termination Fee for such Monthly Billing
Period (as set forth above) yields a value equal to or greater than zero, the amount of the Capacity Payment Termination Fee shall be increased by the
amount of such value.

In the event that for any Monthly Billing Period, the computation of the value of the Capacity Payvment Termination Fee for such Monthly Billing
Period (as set forth above) yields a value less than zero, the amount of the Capacity Payment Termination Iee shall be decreased by the amount of
such value expreszed as a positive number (the “Initial Reduction Value™), provided, however, that such Inifial Reduction Value shall be subject to
the following adjustments (the Initial Reduction Value. az adjusted, the “Reduction Value™):

a. In the event that in the applicable Monthly Billing Period the Annual Capacity Billing Factor (ACBF), as defined in Appendix B is
less than 80%, then the Initial Reduction Value shall be adjusted to equal zero (Reduction Value = (), and the Capacity Payment
Termination Fee shall not be reduced for the applicable Monthly Billing Period,

b. In the event that in the applicable Monthly Billing Period the Annual Capacity Billing Factor (ACBF), as defined in Appendix B, is
equal o or greater than 80% but less than 8294%, then the Reduction Value shall be determined as follows:

Reduction Value = Initial Reduction Value x [0.04 x (ACBF -7294%)]
For the applicable Monthly Billing Period, the Termination Fee shall be reduced by the amount of such Reduction Value.

In no event shall FPL be liable to the QS at any time for any amount by which the Capacity Payment Termination Fee, adjusted in accordance with
the foregoing, is less than zero ().

Prior to in-service date of avoided unit:

The Termination Fee for the Fixed Firm Energy Option shall be equal to the cumulative sum of the Fixed Firm Energy Payments made to
the QS pursuant to Option D, starting with the in-service date of the QS facility, for each billing cycle. Such number shall reach the
maximum amount on the billing ¢ycle immediately preceding the billing cycle associated with the in-service date of the Avoided Unit.

Afler in-service date of avoidedunit:

The Termination Fee shall be decreased each billing cycle following the in-service date of the avoided unit by an amount equal to the
difference between the projected Fixed Energy Cost that was nsed in the calculation to determine the base energy cost fo be fixed and
amortized pursnant to Option D for such billing cyele and the amortized Fixed Firm Energy Payment in cents/KWH times the energy
delivered by the QS not to exceed the MWH block specified in Appendix E.

Issued by: igTilTanv Cohen, Director, Rates and Tariffs
Effective: Mav22-2007
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