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12.2 In no event shall any Company statement, representation, or lack thereof,

either express or implied, relieve the QF of its exclusive responsibility for

the Facility and its exclusive obligations, if applicable, with the

Transmission Service Utility. Any Company inspection of property or

equipment owned or controlled by the QF or the Transmission Service

Utility, or any Company review of or consent to the QF's or the

Transmission Service Utility's plans, shall not be construed as endorsing

the design, fitness or operation of the Facility or the Transmission Service

Utility's equipment nor as a warranty or guarantee.

12.3 The Company shall reactivate the Company's Interconnection Facilities at

its own expense if the same are rendered inoperable due to actions of the

Company or its agents, or a Force Majeure Event.

ARTICLE XIII: INDEMNIFICATION

The QF agrees to indemnify and save harmless the Company and its employees,

officers, and directors against any and all liability, loss, damage, costs or expense

which the Company, its employees, officers and directors may hereafter incur,

suffer or be required to pay by reason of negligence on the part of the QF in

performing its obligations pursuant to this Agreement or the QF" failure to abide

by the provisions of this Agreement. The Company agrees to indemnify and save

harmless the QF and its employees, officers, and directors against any and all

liability, loss, damage, cost or expense which the QF, its employees, officers, and

directors may hereafter incur, suffer, or be required to pay by reason of

negligence on the part of the Company in performing its obligations pursuant to

this Agreement or the Company's failure to abide by the provisions of this

Agreement. The QF agrees to include the Company as an additional insured in

any liability insurance policy or policies the QF obtains to protect the QF"

interests with respect to the QF" indemnity and hold harmless assurance to the

Company contained in this Article.

ISSUED BY: Mark A. Myers, Vice President, Finance
EFFECTIVE:
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ARTICLE XIV: EXCLUSION OF INCIDENTAL

CONSEQUENTIAL AND INDIRECT DAMAGES

Neither Party shall be liable to the other for incidental, consequential or indirect

damages, including, but not limited to, the cost of replacement power, whether

arising in contract, tort, or otherwise.

ARTICLE XV: COMMUNICA TIONS

15.1 Any non-emergency or operational notice, request, consent, payment or

other communication made pursuant to this Agreement to be given by one

Party to the other Party shall be in writing, either personally delivered or

mailed to the representative of said other Party designated in this section,

and shall be deemed to be given when received. Notices and other

communications by the Company to the QF shall be addressed to:

Notices to the Company shall be addressed to:

Manager-Cogeneration Contracts & Administration
Progress Energy Florida
P.O. Box 14042

St. Petersburg, FL 33733

15.2 Communications made for emergency or operational reasons may be made

to the following persons and shall thereafter be confirmed promptly in

writing.

To The Company: System Dispatcher on Duty
Title: System Dispatcher
Telephone: (727) 866-5888
Telecopier: (727) 384-7865

To The QF: Name:
Title:

Telephone: ( )
Telecopier: ( )

ISSUEDBY: MarkA. Myers,Vice President, Finance
EFFECTIVE:



ProgressEnergy
SECTION No. IX
SECOND REVISED SHEET No. 9.114
CANCELS FIRST REVISED SHEET No. 9.114

15.3 Either Party may change its representatives names in this section by prior

written notice to the other Party.

15.4 The Parties' representatives designated above shall have full authority to

act for their respective principals in all technical matters relating to the

performance of this Agreement. However, they shall not have the

authority to amend, modify, or waive any provision of this Agreement.

ARTICLE XVI: SECTION HEADINGS FOR CONVENIENCE

Article or section headings appearing in this Agreement are inserted for

convenience only and shall not be construed as interpretations of text.

ARTICLE XVII: GOVERNING LAW

The interpretation and performance of this Agreement and each of its provisions

shall be governed by the laws of the State of Florida.
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IN WITNESS WHEREOF, the QF and the Company have caused this Agreement

executed by their duly authorized representatives on the day and year first above written.

The Qualifying Facility:

By:

Title:

Date:

ATTEST:

The Company:

By:

Title:

Date:

ATTEST:
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APPENDIX A

INTERCONNECTION SCHEDULING AND COST RESPONSIBILITY

1.0 Purpose

This appendix provides the proceduresfor the schedulingof construction for the Company's

Interconnection Facilities as well as the cost responsibility of the QF for the payment of

Interconnection Costs. This appendix applies to all QF's, whether or not their Facility will

be directly interconnected with the Company's system. All requirements contained herein

shall apply in addition to and not in lieu of the provisions of the Agreement.

2.0 Submission of Plans and Development ofinterconnection Schedules and Cost Estimates

2.1 No later than sixty (60) days after the Execution Date, the QF shall specify the date

it desires the Company's Interconnection Facilities to be available for receipt of the

electric energy and shall provide a preliminary written description of the Facility

and, if applicable, the QF's anticipated arrangements with the Transmission Service

Utility, including without limitation, a one-line diagram, anticipated Facility site data

and any additional facilities anticipated to be needed by the Transmission Service

Utility. Based upon the information provided, the Company shall develop

preliminary written Interconnection Costs and scheduling estimates for the

Company's Interconnection Facilities within sixty (60) days after the information is

provided. The schedule developed hereunder will indicate when the QF's final

electrical plans must be submitted to the Company pursuant to section 2.2 hereof.

ISSUED BY: Mark A. Myers, Vice President, Finance
EFFECTIVE:
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2.2 The QF shall submit the Facility's final electrical plans and all revisions to the

information previously submitted under section 2.1 hereof to the Company no later

than the date specified under section 2.1 hereof, unless such date is modified in the

Company's reasonable discretion. Based upon the information provided and within

sixty (60) days after the information is provided, the Company shall update its

written Interconnection Costs and schedule estimates, provide the estimated time

period required for construction of the Company's Interconnection Facilities, and

specify the date by which the Company must receive notice from the QF to initiate

construction, which date shall, to the extent practical, be consistent with the QF's

schedule for delivery of energy into the Company's system. The final electrical

plans shall include the following information, unless all or a portion of such

information is waived by the Company in its discretion:

a. Physical layout drawings,includingdimensions;

b. All associated equipment specifications and characteristics including
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 diagrams, conductor sizes
and length, and any other relevant data which might be necessary to
understand the Facility's 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; and

g. Facility operating/instruction manuals.

h. If applicable, a detailed description of the facilities to be utilized by the
Transmission Service Utility to deliver energy to the Point of Delivery.

ISSUED BY: Mark A. Myers, Vice President, Finance
EFFECTIVE:
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2.3

2.4

2.5

Any subsequent change in the final electrical plans shall be submitted to the

Company and it is understood and agreed that any such changes may affect the

Company's schedules and InterconnectionCosts as previouslyestimated.

The QF shall pay the actual costs incurred by the Company to develop all estimates

pursuant to section 2.1 and 2.2 hereof and to evaluate any changes proposed by the

QF under section 2.3 hereof, as such costs are billed pursuant to Article VII of the

Agreement. At the Company's option, advance payment for these cost estimates

may be required, in which event the Company will issue an adjusted bill reflecting

actual costs following completionof the cost estimates.

The Parties agree that any cost or scheduling estimates provided by the Company

hereunder shall be prepared in good faith but shall not be binding. The Company

may modify such schedules as necessary to accommodate contingencies that affect

the Company's ability to initiate or complete the Company's Interconnection

Facilities and actual costs will be used as the basis for all final chargeshereunder.

3.0 Payment Obligations for Interconnection Costs.

3.1

3.2

The Company shall have no obligation to initiate construction of the Company's

Interconnection Facilities prior to a written notice from the QF agreeing to the

Company's interconnection design requirements and notifying the Company to

initiate its activities to construct the Company's Interconnection Facilities; provided,

however, that such notice shall be received not later than the date specified by the

Company under section 2.2 hereof. The QF shall be liable for and agrees to pay all

Interconnection Costs incurred by the Company on or after the specified date for

initiation of construction.

The QF agrees to pay all of the Company's actual Interconnection Costs as such

costs are incurred and billed in accordance with Article VII of the Agreement. Such

amounts shall be billed pursuant to section 3.2.1 if the QF elects the payment option

ISSUED BY: Mark A. Myers, Vice President, Finance
EFFECTIVE:
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4.0 Payment Obligation for Operation, Maintenance and Repair of the Company's
Interconnection Facilities

The QF also agrees to pay monthly through the Term of the Agreement for all costs

associated with the operation, maintenance and repair of the Company's Interconnection

Facilities, based on a percentage of the total Interconnection Costs net of the

Interconnection Costs Offset, as set forth in Appendix C.
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APPENDIX B

PARALLEL OPERATING PROCEDURES

1.0 Purpose

This appendix provides general operating, testing, and inspection procedures intended to

promote the safe parallel operation of the Facility with the Company's system. All

requirements contained herein shall apply in addition to and not in lieu of the provisions of

the Agreement.

2.0 Schematic Diagram

Exhibit B-1, attached hereto and made a part hereof, is a schematic diagram showing the

major circuit components connecting the Facility and the Company's rsubstation] and

showing the Point of Delivery and the Point of Metering and/or Point of Ownership, if

different. All switch number designations initially left blank on Exhibit B-1 will be inserted

by the Company on or before the date on which the Facility first operates in parallel with the

Company's system.

3.0 Operating Standards

3.1 The QF and the Company will independentlyprovide for the safe operationof their

respective facilities, including periods during which the other Party's facilities are

unexpectedlyenergizedor de-energized.

ISSUED BY: Mark A. Myers, Vice President, Finance
EFFECTIVE:



ProgressEnergy
SECTION No. IX
SECOND REVISED SHEET No. 9.251
CANCELS FIRST REVISED SHEET No. 9.251

3.2 The QF shall reduce, curtail, or interrupt electrical generation or take other

appropriate action for so long as it is reasonablynecessary, which in the judgment of the QF

or the Company may be necessary to operateand maintain a part of either Party's system, to

address, if applicable, an emergency on either Party's system.

3.3 As provided in the Agreement, the QF shall not operate the Facility's electric

generation equipment in parallel with the Company's system without prior written consent

of the Company. Such consent shallnot be given until the QF has satisfied all criteria under

the Agreement and has:

(i) submitted to and received consent from the Company of its as-built electrical

specifications;

(ii) demonstrated to the Company's satisfaction that the Facility is in compliance

with the insurance requirements of the Agreement; and

(iii) demonstrated to the Company's satisfaction that the Facility is in compliance

with all regulations, rules, orders, or decisions of any governmental or

regulatory authority having jurisdiction over the Facility's generating

equipment or the operation of such equipment.

3.4 After any approved Facility modifications are completed, the QF shall not resume

parallel operation with the Company's system until the QF has demonstrated that it is in

compliance with all the requirementsof section4.2 hereof.

3.5 The QF shall be responsible for coordination and synchronization of the Facility's

equipment with the Company's electrical system, and assumes all responsibility for damage

that may occur from improper coordination or synchronization of the generator with the

utility's system.

ISSUED BY: Mark A. Myers, Vice President, Finance
EFFECTIVE:
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3.6 The Company shall have the right to open and lock, with a Company padlock,

manual disconnect switch numbers(s) and isolate the Facility's generation

system without prior notice to the QF. To the extent practicable, however, prior notice

shall be given. Any of the following conditions shall be cause for disconnection:

3.7

1. Company system emergencies and/or maintenance repair and construction

requirements;

2. hazardous conditions existing on the Facility's generating or protective

equipment as determined by the Company;

3. adverse effects of the Facility's generation to the Company's other electric

consumers and/or system as determined by the Company;

4. failure of the QF to maintain any required insurance; or

5. failure of the QF to comply with any existing or future regulations, rules,

orders or decisions of any governmental or regulatory authority having

jurisdiction over the Facility'selectric generating equipment or the operation

of such equipment.

The Facility's electric generationequipmentshall not be operated in parallel with the

Company's system when auxiliary power is being provided from a source other than the

Facility'selectric generation equipment.

3.8 Neither Party shall operate switching devices owned by the other Party, except that

the Company may open the manual disconnect switch number(s)

QF pursuant to section 3.6 hereof.

3.9

owned by the

owned by the other Party, the following procedures shall be followed:

Should one Party desire to change the operating position of a switching device

ISSUED BY: Mark A. Myers, Vice President, Finance
EFFECTIVE:
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(i)

(ii)

(iii)

(iv)

(v)

The Party requesting the switching change shall orally agree with an

authorized representative of the other Party regarding which switch or

switches are to be operated, the requested position of each switching device,

and when each switch is to be operated.

The Party perfonning the requested switching shall notify the requesting

Party when the requested switching change has been completed.

Neither Party shall rely solely on the other party's switching device to

provide electrical isolation necessary for personnel safety. Each Party will

perform work on its side of the Point of Ownership as if its facilities are

energized or test for voltage and install grounds prior to beginning work.

Each Party shall be responsible for returning its facilities to approved

operating conditions, including removal of grounds, prior to the Company

authorizing the restoration of parallel operation.

The Company shall install one or more red tags similar to the red tag shown

in Exhibit B-2 attached hereto and made a part hereof, on all open switches.

Only Company personnel on the Company's switching and tagging list

shall remove and/or clo~e any switch bearing a Company red tag under

any circumstances.

3.10 Should any essential protective equipment fail or be removed from service for

maintenance or construction requirements, the Facility's electric generation

equipment shall be disconnected from the Company's system. To accomplish this

ISSUED BY: Mark A. Myers, Vice President, Finance
EFFECTIVE:
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disconnection, the QF shall either (i) open the generator breaker number(s)

or (ii) open the manual disconnect switch number(s)

3.10.1 If the QF elects option (i), the breaker assemblyshall be opened and drawn

out by QF personnel. As promptly as practicable, Company personnel

shall install a Company padlock and a red tag on the breaker enclosure

door.

3.10.2 If the QF elects option (ii), the switch shall be opened by QF personnel or

by Company personnel and, as promptly as practicable, Company

personnel will install a Company padlock and a red tag.

4.0. Inspection and Testing

4.1 The inspection and testing of all electrical relays governing the operation of the

generator's circuit breaker shall be performed in accordance with manufacturer's

recommendations, but in no case less than once every 12 months. This inspection and

testing shall include, but not be limited to, the following:

(i) electrical checks on all relays and verification of settings electrically;

(ii) cleaning of all contacts;

(iii) complete testing of tripping mechanisms for correct operating sequence and

proper time intervals; and

(iv) visual inspection of the general condition of the relays.

ISSUED BY: Mark A. Myers, Vice President, Finance
EFFECTIVE:
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4.2

4.3

5.0

In the event that any essential relay or protective equipment is found to be

inoperative or in need of repair, the QF shall notify the Company of the problem and

cease parallel operation of the generator until repairs or replacements have been

made. The QF shall be responsible for maintaining records of all inspections and

repairs and shall make said records available to the Company upon request.

The Company shall have the right to operate and test any of the Facility's protective

equipment to assure accuracy and proper operation. This testing shall not relieve the

QF of the responsibility to assure proper operation of its equipment and to perform

routine maintenance and testing.

Notification

5.1

5.2

Communications made for emergency or operational reasons may be made to the

followingpersons and shall thereafter be confirmedpromptly in writing:

To The Company: System Dispatcher on Duty
Title: System Dispatcher
Telephone: (727)384-7211
Telecopier: (727)384-7865

To The QF:Name
Title: -
Telephone:
Telecopier:

Each Party shall provide as much notification as practicable to the other Party

regardingplanned outages of equipmentthat may affect the other Party'soperation.

ISSUED BY: Mark A. Myers, Vice President, Finance
EFFECTIVE:
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EXHIBIT B-1

Exhibit B-1 will be uniquefor each Facility
and must be complete prior to parallel

operationwith the Company
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EXHIBIT B-2

A switch or switch point (i.e., elbow, open jumpers, etc.) with a red tag attached is open and shall

not be closed under any circumstances. After a switch has been red tagged, that switch cannot be

closed until the red tag is removed. Red tags can only be removed when authorized by a specific

written order.
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APPENDIX C
RATES

SCHEDULE 1

PAYMENTS FOR AS-AVAILABLE ENERGY

Payments:

As-Available Energy is purchased at a unit cost, in cents per kilowatt-hour, based on the Company's actual hourly avoided energy
costs which are calculated by the Company in accordance with the methodology described in Schedule 2 of this Appendix.
Customer charges directly attributable to the purchase of As-Available Energy from the Qualifying Facility are deducted from the
Qualifying Facility's total monthly energy payment. Avoided energy costs include incremental fuel and identifiable variable
operation and maintenance expenses, and identifiable variable utility power purchases. An adjustment for line losses reflecting
delivery voltage shall also be included. When interchange transactions take place, the incremental costs are calculated after the
purchase or before the sale of the interchange energy. All sales shall be adjusted for losses from the point of metering to the point
of interconnection.

Estimated As-Available Energy Cost:

Upon request by a qualifying facility or any interested person, each utility shall provide within 30 days its most current projections
of its generation mix, fuel price by type of fuel, and at least a five year projection of fuel forecasts to estimate future as-available
energy 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 Company may charge an
appropriate fee, not to exceed the actual cost of production and copying, for providing such information.
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APPENDIX C
RATES

SCHEDULE 2

METHODOLOGY FOR CALCULATING AVOIDED ENERGY COSTS

Introduction:
A unit commitment computer program is utilized to determine the hourly avoided energy cost as the basis for purchase of as-
available energy from qualifying facilities. All economic, unit constraint, and system requirements data necessary for
program execution is based on real time data accumulated during the hour that energy was received.

Determination of Energy Block Size:

The energy received from all as-available QFs is determined by the Company's Meter Department for metered energy and the
Company's Energy Control Department for telemetered energy. The Energy Control Department combines these inputs to
determine the total energy received by the Company from QFs for the period. The energy block size will be the equivalent of
this total divided by the number of hours in the period, rounded to the nearest five MW. The energy price payable to the QFs
will be based on this energy block size. A time aligned matrix of energy received from each QF excluding non-time-of-day
QFs (less than 100 KW) is produced from this data (Energy Received Matrix).

Unit Commitment Program Execution:

The Unit Commitment Program is executed with the following hourly input data for the desired period:

1. Unit constraint data to simulate actual unit operating conditions and availability.

2. Resource economic data consistent with the data used in the actual dispatch of energy resources. This includes

a replacement cost of fuel based on an average forecast price from the Company's suppliers for oil, the price
for interruptible gas, and the spot market price of coal.

3. System load and operating/spinning reserve requirements actually experienced.

4. Interchange purchases in the magnitude and at the average variable cost actually incurred. The cost of
emergency purchases shall be assumed equal to that of the average unit cost of emergency purchases made
during the prior twelve months' period for which emergency purchase information is available.

The unit commitment program is executed a second time for the same period with an increase in the hourly system load equal
to the energy block size. All other data remain the same.

Determination of Energy Price:

A comparison of the unit commitment program executions described above produces the energy prices. The hourly cost of
the second execution minus the corresponding hourly cost of the fIrst execution equals the hourly energy cost avoided by the
Company as a result of the energy supplied by the QFs. These hourly avoided energy costs will be arranged into a time
aligned matrix of energy prices (Energy Price Matrix).

Determination of Identifiable Variable Operation & Maintenance Cost:

The Company's Fossil Plant Performance Department examines for a five year historic period all the Company's production
operation and maintenance expenses excluding fuel costs and identifies the variable component. A ratio of variable costs to
total O&M costs excluding fuel is derived for various fossil generating types. The appropriate ratio is applied to each fossil
generating type's unit cost (on a KWH basis) for the most current twelve months' period to establish the current variable O&M
unit cost for each generating type. These unit costs are then weighted according to the current twelve months' generation
output of each generating type to determine the average current variable O&M unit cost.

ISSUED BY: Mark A. Myers, Vice President, Finance
EFFECTIVE:
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APPENDIX C
RATES

SCHEDULE 2
METHODOLOGY FOR CALCULATING AVOIDED ENERGY COSTS

Page 2 or 2
Determination or Line Loss (Delivery Voltage) Adjustment:

The Company's average system line losses are analyzed annually for the prior calendar year, and delivery efficiencies are
developed for the transmission, distribution primary, and distribution secondary voltage levels. This analysis is provided in
the Company's semi-annual fuel cost recovery filing with the FPSC in Exhibit Schedule El. An adjustment factor, calculated
as the reciprocal of the appropriatedelivery efficiency factor, is applicable to the above determined avoided costs to reflect the
delivery voltage level at which QF energy is received by the Company.

Determination or Payment:

The actual payment to each QF for the period is determined by one of the following methods:

1. For QFs (less than 100 KW) Time-or-Day Metered

Average On-Peak and Off-Peak energy prices derived from the "Energy Price Matrix" are applied to the QF's
corresponding On-Peak and Off-Peak energy contained in the "Energy Received Matrix." Added to this amount is an
amount representing avoided variable O&M cost which is calculated by applying the Company's variable O&M cost per
KWH to the total energy received by the Company from the QF. The total amount derived is then adjusted by the
delivery voltage adjustment.

2. For QFs (less than 100 KW) Non-Time-or-Day Metered

The average Off-Peak energy price derived from the "Energy Price Matrix" is applied to the QF's energy contained in the
"Energy Received Matrix." Added to this amount is an amount representing avoided variable O&M cost which is
calculated by applying the Company's variable O&M cost per KWH to the total energy received by the Company from
the QF. The total amount derived is then adjusted by the delivery voltage adjustment.

3. For QFs (100 KW or Greater) Hourly Metered

The "Energy Price Matrix" is applied to corresponding elements of the QF's "Energy Received Matrix." Added to this
amount is an amount representing avoided variable O&M cost which is calculated by applying the Company's variable
O&M cost per KWH to the total energy received by the Company from the QF. The total amount derived is then
adjusted by the delivery voltage adjustment.



~ ProgressEnergy
SECTION No. IX
SECOND REVISED SHEET No. 9.330
CANCELS FIRST REVISED SHEET No. 9.330

Page I of I

APPENDIX C
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SCHEDULE 3

CHARGES TO QUALIFYING FACll..ITY

Customer Charges:

The Qualifying Facility shall be billed $74.42 monthly for the costs of meter reading, billing, and other appropriate
administrative costs.

Operation, Maintenance, and Repair Charges:

The Qualifying Facility shall be billed monthly for the costs associated with the operation, maintenance, and repair of the
interconnection. These include (a) the Company's inspections of the interconnection and (b) maintenance of any equipment
beyond that which would be required to provide normal electric service to the Qualifying Facility if no sales to the Company
were involved.

The Qualifying Facility shall pay a monthly charge equal to 0.50% of the Interconnection Costs less the Interconnection Costs
Offset.

Taxes and Assessments:

The Qualifying Facility shall be billed or credited monthly an amount equal to the taxes, assessments, or other impositions, if
any, for which the Company is liable as a result of its installation of facilities in connection with this Agreement, its purchase
of As-Available Energy produced by the Qualifying Facility, or any other activity undertaken pursuant to this Agreement.
Such amount billed shall not include any amounts (i) for which the Company would have been liable had it generated or
purchased from other sources an equivalent amount of electric energy; or (ii) which are recovered by the Company.




