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BEI-'ORE TH!:: FLORIDA PUIIL I C SERV I ..:E C~ll SS fON 

In re : Petition o f AES Cedar Bay, I nc . ) DOCKET NO. 88 1472-EQ 
and Semrnole Kra ft Co r poratr o n for ) 
determination o f need Cor the Cedar ) ORn~:R NO. 21491 
Bay Cogenerati o n Project. ) 

) l SSUED: 6-J0-89 

The Co llowi ng Commissioners participated 
drsposit rtn o f t h is matter: 

MICHAEL McK . WILSON, Chairman 
T HOMAS M. BEARD 

OI::TTY EASLEY 
GERALD L . GUNTER 
JOHN '1' . Hl::RNDON 

ORDER GRANT ING DET F.RMINATION OF NE!i;,D 

BY THE COMMI SSION: 

i n t he 

On No vember 10, 1988 , AES Ceda r Bay, Inc . (AES ) and 
Seminole Kraft Corporation (Seminole Kraf t ) fil ed a need 
determination application with t he Department of Environmenta l 
Regulation (DER) and a petition fo r determination of nee d with 
this Commission pursuant to the provis i o ns of the Florida 
Electrical Power Plant Siting Act ( Si ting Act ), Sections 
403.501-.517, Florida Statutes. 

In its peti tion, AES h as r equested t h aL it ll' a ll owed to 

I 

build a 225 MW circulating fluidized bed coa l qual ifying 
facilit y ( QF ) l ocated at an e xi st ing i ndusLrial site adjacent I 
to and o n t he pro pe r t y of the Seminole Kraft paper mi 11 in 
Jacksonville , Florida. All of the e l ectricity p r oduced by this 
QF wi l l b e sold to Fl orida Powe r and Ligh t Company ( FPL) under 
the t e r ms o( a negotiated ag r-eemen t . On December 13 , 1988 , 
this agreement was submitted to t he Co11unission fo r approva l in 
Docket No . 8 8 1570-EQ. 

On January 4, 1989, the Staff filed a mo tion t o implead 
F'PL as an i r.dispens able party in t hi s d ocket. Thi s mot i o n was 
denied by t he prehearing o f(i ce t on J anuary 30, 1989 , i n Order 
No . 20671. The direct testimony of Gerald J. Go rman, Ke r r y G. 
Varko nda , Lawrence A. Stanley , and Denni s w. Oakke was filed on 
March 13 . 1989 . The direct testimony of Jeffrey V. Swa in and 
Mjron R. Rollins was fil ed on ~larch 14 , 1989 and March 15, 
1989 , respectivel y. The direct testi mony o( Juan E . Enjamio 
and Joseph c. Col lier was fil ed o n Ma rch 17 , 1989 and r-tarch 20, 
1989 , respectively. All of these witnesses submi t ted testimony 
on behalf o f AES and Seminole KraCL. 

This docket was heard in conjunction with Docket No . 
881570-EQ, Fl orida Powc! r and Light ' s petition ( or app r ova l of 
1ts cogeneration agreement with AES, o n Apri I 24 and 25 , 1989 
before the f ull Commission and was subsequentl y voted o n at the 
agenda conference of June 6, 1989 . 

In evaluating a petition fo r determinat ion of need, we are 
bo und by the statutory requirements of Sections 403 . 507(l)(b) 
and Section 403.519, Florida Statutes , as well a s our rules 
implemen ting those sections, Rules 25-22 .080-.061 , Florida 
Administratrve Code . Section 403 . 519 was passed in 1980 a s 
part of the Florida Energy Efficiency a nd Con serva t ion Act 
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(FEECA), Sections 
i ntended to remedy 
impl ementat i o n of 
passage in 1973. 

366 .80-.85, ~· t o r ida St atutes , and was 
several pro blems which h ad ar i sen in t he 

the Siti ng Act subsequent Lo its ini tial 

First , the section wa s intended t o a l low need 
determinatio ns to be initiated at the Comm i ss ion pri o r to the 
fi ling o f a f ormal app\rcation with DF.IL Second, it codified 
court rulings that the "sole Co r um"" for the determi nation of 
need was t he Commission . Third, i t lists specific items which 
" s hal l" be considered by the Commission i n d ec iding the 
question of power pl ant need: "need f o r e l ectric s y stem 
reliability and i n tcgtity"", ""need Co r adequate "' l ect ri c ity at a 
rea sonable cost .. , "" whethe r the proposed p I a n t i s the most 
cost-effective a I tcrnat ive ava i 1 able", "" con servat 1 0 11 measures . 

. which might mitig.:~te the need for the propos•·d plant" a nd 
" other matters within its jurisdiction whi c h it d eems relevan t ." 

This language was intended to "fl esh - out " the g ene r al 
language or Section 403 . 507 ( l)(b) whi c h s tates , in p a r t : 

The Publi c Serv i ce Conunission sha ll prepare 
a report as to the present and futu r e need 
for the electrical generating capacity to be 
suppli ed by the proposed e lectr i ca l powe r 
plan t. T he repor t may inc lude the comments 
of t he corrunission wi t h respect to any 
matters within its jurisdiction . 

Reliability and integ£i!y 

T he l oad fl o w s tudies perfo rmed by FPL for th i s projec. t 
indi c ate that the 2:25 MN o f gene ra tion pro duced by AES when 
1nterconn ected at Jacksonville E l ectric Authority's Eastport 
substation in 1993 can be integrated into t h e statew ide 
transmission system. The line l a sses assoc iated with t he 
transmi ssion of thi s power to FPL ' s l oad cen te r s i n south 
F l o rida will be appro ximately 14. 5 MW or 6 .4 \ of the output of 
t he p r oject at s ummer peak. Thi s compares wi th line l osses of 
approximately 47.2 MW o r 7.6\ of t he tota l outpu t o f o ne of the 
St. J ohn River Po wer Park uni ts . rn addition, the negot i a t ed 
agreement between FPL and AES provides a remedy s hould AES ' s 
generati o n at its site in northeast Flo rida negat ivel y impact 
southward transmi ss ion fl ows , or FPL ' s pu ·chase of l ess 
expens i ve e l ectricity. Based on these fa c ts, we find that 
FPL's ratepayers arc adequatel y protec ted from any potentia l 
adverse effects on system integrity a nd rel i abi lity resu l ting 
from purchases from AES . 

Adequate elect r icity at a reaso nab l e COJLt 

Over the term o f the neqo t i aLed agreement between FPL a nd 
AES , the net present value o f the st r eam of r evenues assoc i ated 
with the agreement i s less than t h at o f the standard offer 
contract based on t he statewide avoided un it, a 1995 coa l unit, 
and l ess than the net present va lue o f t he st r eam oC tevenues 
associated with tha units i dentified i n FPL 's generation 
expan s ion p l an as its own avoided u n its , 1994 c ombi ned c y c l e 
units. 
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AES has negotiated a long-term couLt .Jct Lo t coa l supp ly, 
coal transportat i on and coal waste di s pos al with Costa in. 
AddiLionally, ba rk from the kraft mill will be avai lable to 
supp ly a supplemental source o f Cue l appro ximaLe l y 5\ oC t he 
time . Further, there ate plentiful United States and I 
international reserves oC limestone whic h a t e acceptable for 
su lfur dioxide captu re . AES intends to enter into a l o ng -term 
contract for its purcha!>e and ha s no reaso n to believe that 
such contract wil 1 not be easi ly obtained at a reasonab le 
price. Thus we find that this pro ject wi II prov i de adequate 
electricity to FPL and peninsular Flo tida at d reasonable cost. 

£9s t-~ff~£tive alterna t ive 

The circulating fluidized bed boilers a t e the fitst lobe 
constructed in Fl o rida for the product i o n o f cl ectt icity. This 
project is a Or pursuant to our rules and AES ha s negotiated a 
c o ntract at less than statewide avoided c osL f o r the sale of 
£1rm capacity and energy t o rPL whi c h fa l ls within t he current 
s ubscription limi t of 500 MW, Tha t bei ng Lhc case , thi s 
Comm iss ion has a lready found the ptoposed QF to be t he most 
c ost-effective alternative available. 

Conservation 

In previous QF need determination cases , we have concluded 
that Mcogeneration is a conservation measure." In re: Petition 
of Hill sbo rough County for determination of need fo r a solid 
waste-fired cogeneration power plant, 83 F.P. S.C. 10:104, 105 
(1983 ); In re: Petition o f Pinellas County f o r determination of 
need for a so l id waste-fired cogeneration power plant, 83 
F.P .S. C . 10 :106, 107 (1983); In re: Petiti o n by Broward County 
f o r determination of need fo r a solid waste-fired electrical 
power plant, 85 r.P.S.C. 5 : 67 , 68 (1985); In r e : Petition by 
Broward County for determinatio n of need for a so lid 
waste-fired e l ectrical powe r plan t , 86 F . P . S . C. 2 : 287, 288 
(198 6). We have r ethought this position. Tradit i onally, 
conservation in t ho electric i ndustry has boo n t houg h t of in 
two wa ys : an iucrease in fuel effic i e nc y and a reduction i n 
demand . The f irsl, increased fuel eff i ciency, i s a net 
r eduction in the amo unt of fuel used to provide the same amount 
o f electticity . The seco nd, a reduction in e l ect ri c demand, 
often peak-hour d emand, resul s in t he defe rral of additiona l 
plant construction. The legislative int en t of FEECA, 
366 .80-. 8 5 , florida Statutes, to r educe "the growth rates of 
e l ect ric consumption and weather-se nsit i ve peak dema nd"; to 
increase "the overall efficienc y and cos t -effectiveness of 
electricity and natura l gas pro duct i o n and use"; and to 
conserve "expens ive resources, parti c ularly petro l e um fu e ls" 
reflects this unde r standing of conservation. Section 366.81 , 
Flo rida Statutes. 

However , as the testimony by Witness Bakke in~icates, 

there is a r ecognit i on in the industry that cogeneration does 
not "co nserve" fuel in the t rad i tional sense , it merely 
utilizes fuel to "de li ver a service at the least cost. " In 
s ome instances the fuel efficiency of a cogeneration unit will 
be the factor that ma kes a cogeneration project a 
c ost-effective means of producing power, but that is not 
necessarily the case . The price of the e lectricity produced by 
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a cogeneration un i l could be l owe t lhan of compa cabl e 
no ncogenerat i o n units simply because t he sa l es price of the 
steam produced by t he QF and so ld to the steam host is h igh a nd 
produces a great deal of p rof i t . That bei ng the case, 
conservatio n and other d emand -s ide alternatives as e nv is i oned 
by FEECA . are not ge r maine to qualifying facility n~~d 
determ ina t i o n s . 

Assoc i ated f acil i t ies 

Appro ximate ly 1/2 mi le o C 138 kV tcansmiss i on 1 ine wi 11 be 
required to tie t he proposed projec t i n to t he e l ectric grid a\. 
the Jack sonville Elect ric Autho r ity Eastpo r t sub~tat i on 

Other jurisd i ctional matters 

At hearing and in iLs brice, AcS argued t h at the 
Commiss i o n should prop~r ly con s ider Lhc f o l lowing f acts in 
reaching its decision in this nec u determi nation : displacement 
o f oi 1 currently u sed by the paper rni 11; sign i ficant reduction 
in the e mi ssion oC po llutants ( S02 . NOx, particu lates , TRS) 
associated wi t h the production of paper products at t he paper 
mi 11 ; minimal l a nd usc i mpacts ; c reation and r etention of j obs 
in Lhe Jacksonville a re a ; introduc ti o n inlo Flor ida of a " c lea n 
co a 1" techno l og y wi t hout di r ect ri s k t o rate p ayers; and 
reduction of the thenna l i mpact o n the Sl . Johns Rive r . 
Co nversely, the Citizens Group sta t ed ell Lhc hearing t ha t the 
env i ronme n ta 1 i mpacts of t he project were not al l beneficia 1 
and q uestioned th s ize and t y pe of plant which AES proposes to 
const r uct . To the extent t hat t hese matters are not di scu s sed 
above . we find that they a r e outside the j ur isdiction of t h i s 
Commission as set f orth in Section s 403. 501-. 5 17 and 4 03 . 51 -J , 
Florida Sta tutes , and no t pro per ly considered in t h is 
pro ceedi ng. 

Stipulation 

\!le appro ve the fo llowi ng st ipula t ion entered into by the 
parties t o this d ocket : 

1. That the 4 2 MI-l of elect ri c ity produced 
by the Seminole Kraft recove ry boilers 
and u sed inte rna lly in the paper mi II 
will repl ace e xi s ting capacit1 and 
represents no net c h a nge in genera t ing 
capacity ; 

2 . That the origina l equipment was 
installed pri o r t o October 1, 1973 ; and 
t h at 

J . These f acts establis h a prima f acie need 
f o r th1 s segment of the pro posed AES 
Cedar Bay project . 

Therefo r e , it i s 

ORDERED by the F l orida Public Serv i ce Commiss i o n that the 
Pet iti o n of AES Ceda r Bay, Inc . a nd Semi nole Kr a ft Co rpo r at ion 
for Determinatio n of Need for t he Ced a r Bny Cogencra ion 
Project is hereby gtan Led . It i s further 
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ORDERED that thi s o tdcr cons titutes the final repo tt 
tcquired b y Section •103.507 (l)(b) , fl o rida Statutes, t he report 
concluding that a need e xi s ts, within t he meaning o ( Sect i o n 
403.519, Flo rida Statu t es , Co t tho const Luction o C t he 225 t~W I 
generati ng faci lity proposed b y AES Ct'dar Bay , Inc . and tho 4 2 
MW recovery bo iler by Semino le ~taft Co rpo tati u n. lt i s 
further 

ORDERED thilt a copy o f thi s o tde t be furni s hed t o the 
Departme n t o f Enviro nmental Regulati on , as r equi red by Section 
403.507(l)(b) , Flo r i da Statutes. 

By ORDER of the florida Pub l ic Servi -.:e Con>:nission 
1989 lhi s __ 30_!h_ day oC _ JUNE __ _ 

STEVe TRIHBLE , Directo r 
Divi s i o n o f Reco r d s and Reporting 

(SEAL) 

by· ~.~rds 
SBr 
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