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The PSC was established in 1887 and regulates:
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Investor-Owned Electric Utilities
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Florida Power Plants
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Statewide Generating Fuel Portfolio — 2011
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Existing Renewable Resources in Florida

Existing Renewable Resources (MW) - 1,282.4 MW Total

506 439 112.4
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Purchased Power Agreements

Recent Examples of Negotiated Contracts

D F|Orlda StatuteS reQUire UtllitieS tO Purchasing Utility Renewable Provider MW
interconnect with and purchase - Trans World 20

electricity from renewable and

- PEF BG&E 45
alternative generators. — —— =
L . FPL SWA 55

O Utilities purchase capacity and energy L WA 0

via two methods:

= Standard Offer Contract with
flexible pricing options, including
levelized capacity payments and
fixed energy payment options

= Negotiated Contracts at rates that do
not exceed the utility’s cost to
produce electricity (avoided cost)




What do the Parties Want?

Cogenerators/Renewables

Capacity payments based on high capital
cost coal/nuclear generation

— Corresponding high fixed capacity
payments improve project viability with
regards to financing

Payment in-service date = in-service date
of cogen/renewable plant

Fixed energy payments
— More certainty to lenders

Long-term contracts

—  Greater likelihood to meet debt service and
achieve profitability

Utilities

No payments above avoided cost by the
in-service date of the avoided unit

Certainty of performance

— Alternative generation must be there to
serve existing and future load

— Financial: won’t go out of business

— Operational: dispatchable or comparable to
the operation of the avoided unit

Ability to plan for and integrate alternative
unit into economic dispatch




What did we do to encourage PPAS?

L Extend contract length up to life of Avoided Unit

UAllow renewable energy provider to select avoided unit from portfolio of planned fossil
unit technologies

Make Standard Offer Contracts available when next unit is outside the planning horizon
LNo subscription limit on amount of capacity that can be contracted for
L Additional payment options (advanced capacity, advanced energy)

QAllows modification of payment due to environmental regulations that increase the cost of
the avoided unit




Purchased Power Agreements

Standard Offer Contracts

L Approved by the Commission each year for every utility

Used for Renewable Facilities (RF) of ANY size

Used for Qualifying Facilities (QF — FERC) of <100kW

U Avoided Unit Concept — Utility lists all upcoming fossil technologies for 10yrs
LProvide basic information to a potential independent power producer (IPP)
Can be executed by both parties immediately

Normally used for basic information to start negotiating

UCAPACITY PAYMENTS & ENERGY RATES




Purchased Power Agreements

Standard Offer Contracts (Continued)
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Purchased Power Agreements

Standard Offer Contracts (Continued)
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Purchased Power Agreements

Standard Offer Contracts (Continued)

L Capacity Payments - Based on the value of deferral of the avoided unit ($/MW)
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Purchased Power Agreements

Standard Offer Contracts (Continued)

UEnergy Payments — Based on utility’s cost both prior to and after the avoided

unit in service date
U Prior to the in service date of avoided unit — Based on utility’s As-Available

Energy Rate (hourly system fuel cost)
[ After the in-service date of the avoided unit — Based on the lesser of As-

Available Energy Rate and the Avoided Unit Energy Cost (Fuel Cost x Heat

Rate + Variable O&M)
Can also fix a portion of the energy payment to facilitate financing.
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Purchased Power Agreements

Standard Offer Contracts (Continued)

L Energy Payments (cont.)

dFour different payment options (same total present value
payment amount):

INormal

Early
dLevelized
Early Levelized




Purchased Power Agreements

Standard Offer Contracts (Continued)

In-service date
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Purchased Power Agreements

Negotiated Contracts

Q Allows flexibility between Utility and IPP to revise terms and conditions more
favorable for the specific technology and facility

Must be approved by the Commission for cost recovery

Must have an equal or lower net present value than the incremental construction and
operation of the avoided unit

Negotiated Contract Example — U.S. EcoGen Polk, LLC — Progress Energy Florida
60 MW Biomass Facility — 500,000 MWH)/year
30 year(+/-) term
1178 MW Natural Gas Combustion Turbine with an In-Service Date of 2018
d90% (+/-) Fixed Energy Payment




Purchased Power Agreements

Negotiated Contracts — Sample Payment Terms

Sample Executed Contract — Financial Terms Usually Confidential
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Purchased Power Agreements

Negotiated Contracts
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Purchased Power Agreements

In conclusion, Florida’s PPA process provides flexibility to
renewable energy producers without raising customer rates.
However, there still are challenges for some technologies
due to low fuel and capital costs for the avoided unit.




Questions?




