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INDIANTOWN COGENERATION, L.P.'s 

POST-HEARING STATEMENT OF POSITIONS 

I ndiantown Cogeneration, L.P. (ICL) hereby submits its 

post- Hearing Statement of Positions ~n the issues identified 

in the prehearing order in this dockei. 

ISSUE 1: Will the purchase of firm energy and capacity 

under the ICL/ FPL contract result .in the economic deferral 

or a voidance of capacity construction? 


I CL Position: Yes. Both FPL and the State of Florida 
ha ve a need for additional ~apacity in 1996 (Tr . 248, 
256; Ex .• 2, pp. 7]-72), and the ICL contract is mqre 
cos t - effeet lv. than either the capacity FPL would build 
t o meet i ta need or the statewide avoided unit. (Tr.
242, 254, Ex • • 29, 30) Moreover, the ICL contract would 
r 8ult in the economic deferral or avoidance of those 
uni ts. (Tr. 250-251) 

ISSUE 2 : Over the life 6f the ICL/FPL contract, will the , 

c umu l a tive present worth of the firm capacity and ene~9Y 

payments be e9u~1 to or ~ess than the value of deferral of 

tbe c p city t o b~ avoided or deferred by the contract? 


~CL P08i~ion1 Yes. 1his i s t r.ue whe ther an FPL 
apecitlc unit (a 1 996 IGCC unit) or the statewide 
avoided unit (8 199 6 pulve r i zed coa l unit) ia de~med to 
b t he unit a voided. or deferre d by the contact. The . 
I di ntown Proj c.t s aves approxima t ely $73 million 
c m r d to PPL' oWh avoided un i t, and approximately 

7 mJ. lion compared to the statewide a voided. unit. 

('.I:. 252, 254; EKe. 29 , 30) 
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I SSUE 3.: Does the lCL/FPL contract contain adequate 
secur I ty provisions to protect FPL's customers in the event 
lCL fal lato perform? 

I CL Pos ition: Yes. The contract contains numerous 
security pro~isions to protect FPL and its customers. 
These include: a sedes of milestones that leL is 
contr a c tually obligated to meet, culminating in the 
commercia l operation date of the facility (Tr. 57-58: 
Ex. 20, 53.4 ) ; $9 million of security for payment of 
$750 ,000 per month in liquidated damages (and a pro rata 
por tion tor ~rtia.l months) if leL fails to begin 
commercia l opera tion according to the terms and 
condi t ions ot th~ agreement (Tr. 58; Ex. 20, SS4.1-4.2): 
securi t y of up to $50 million against leL's obligation 
t o pay a termina tion fee to FPL in the event the 
Ag r eement were p~ematurely terminated (Tr. S9-60r Ex. 
20, 53 .8 , . 21.1), a $5 million cash reserve fund to 
enaure cont inued OF atatus and. $30 million ~ash 
rese rve f und to support major overhauls of the plant, on 
which FPL has a lien to secure all of leL's obligations 
t o FPL (Tr . 59J Ex. 20, 5S21.2, 21.4); a 10\ minim~m 
equ ity requ ir ement (Tr. 60, Ex. 20, 521.7); a second 
mor tgage in favor of FPL to ~ecure all of leL's 
obligations to FPL(Tr. 60; Ex. 20, "521.5 and Appendix 
Je)I and an equity growth requirement (implemented
through a l eveliz tion payment formula) which is 
d.ai9fied to pre.er ve the value of the .second mortgage
(Tr. 107-111, Ex. 20,121.6 and Appendix M). 

As ahown by Exhibits 23 a nd 24, the effect of these 
provisions is (a t to ensure that leL's termiriation fee 
obl igaticm to PPL is equal in every year to the 
cumulative tront-end . loaded payments made by FPL 1 pIllS 
1 terest , and (b) to ensur~ that the termina~ion fee 
obl igation is fully ~ecured in every year by the 
combin,ation of the termi-nation fee securi ty fund, the 

cond mortgage , and the other security provision,s. 
Because the oumula tive front-end loaded payments are 
lightly 1 rger when compared to FPL's own avoided unit 

than to t he s t a tewide avoided unit, the termination fee 
and security p rovi s l pns provide more than adequate 
pcotection if the statewide a voided unit is ~$ed as the 
tend cd of comparison. 

Is the lCL/FPL contract reasonable l prudent and in 
~terest of the FPL's ratepayers ? 
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I CL Pos i tion: Yes. The contract prov~des a r e liable 
a nd cos t-effective means of meeting a po~tion of FPL's 
need for additional capacity in 1996. In addition to 
bei ng less costly that FPL's own avoided unit (Tr. 252; 
Ex. 29), the contract contains a number cif features that 
are o f value t o ~PL and its ratepayers. (Tr. 254-~55) 
Thes e inc1ude:dispatchability; pay-for-performance 
provi sions with substantial incentives for high capac! ty 
factor .nd on-peak operation; operationa l and other 
provisiODS desi gned to insure the capabi l ity of high 
capaci ty factor operation; and numerous financial 
provisions , r.strictions and security provisions 
de s igned to protect FPL and its ratepayers. (Tr. 57-60, 
173-1 84; Ex . 11) In addition, the project is ba~ked by 
s ponsors with s ubstantial experience in a'11 phases of 
the e lectric power business; is ideally located close to 
FPLls load cen ter; and is based on a proven coal -fired 
technology t hat uses a stable domestically-sourced 
~uel~ (Tr. 22-23, 27-29, 67,172) 

I SSUE S: Should FPL be allowed to recover from its 
customers all payments for energy and capacity in connection 
with t he ICL/,PL contract? 

ICL posit ion: Yes . ICL adopts the posit iO.nof FPL on 
t hia issue .nd notes that such a findirig is a condition 
prec edent t o FPLIs obligations under the Power Sales 
A9re.ment. (Ex. 2), 53.1.1) 

ISSUE 6 : Should FPL be required to resell to another 
utilI t y ene~gy and capacity purchased under the ICL/FPL 
cont ract ,lfit is in the best interest of FP~'S customerc 
to r eta i n the powe~? 

ICL Posi tion: No. ICL adopts the position of FPL on 
this issue and notes that such a finding is a condition 
precedent to FPL's obligations under the Power Sales 
Ag r eement. ( Ex . 20 , S3 . 1 . 1 ) 

ISSUE 7: Should ~he cogenera tion a gr.eemen t between FPL and 
IeL b pproved? 

.!£.' Position: Yes. 

In determining Of contract prudence a nd cost 
pur u nt to Rule 25-17.083( 2), may the Commission 
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cons i de r as the basis for comparison a utili.ty specific
unit, or must i t use a statewide avoided unit? 

I eL Position : The ICL contract is designed to meet 
FPL' s need for additional capacity in 1996. That need 
would otherwise be aetby an FPL-constructed IGCC 
unit . Onder Order Ho. 22341, the purchasing utility's 
avo ided cost i s the appropriate basis of evaluation for 
need det erminati on purposes. That same standard of , 
evaluation, FPL 's own avoided cost associated with its 
1996 I GCC unit, sl)ould be used for contract approval 
purposes. This cons istency in the econom'ic standard is 
log i cal and appropriate, and nothing in the Commission's 
rules or pol1ciesrequires a different result. 

It i s inappropr iate to compare the ICL contract to the 
atanda rd offer price in effect at the time the co~tra~t 

. was signed . That price was based on a 1993 combined 
cyc l e un'it and ICL' s project does not meet a 1993 need. 

It ia also i nappropriate to compare the ICL contract to 
the standard of f er price for 1996 established after its 
contract was s igned. To use that price as a basis' for 
oomparison woul d give the Commission' 5 re.desig.nat ion of 
t he s t atewide avoided unit an unfairrettoactive ~ffect. 

I n any event, the ICL project qualifies for approval 
wh.n compared to ither FPL's own avoided unit (compared 
t o which i t saves $73 million orr a value-tif-deferral 
bas is ) or t o the statewide avoided unit (compared to 
whi cb it saves $67 million on a value-of-deferral 
basis )~(Exs. 29,30) 

RESPECTFULLYSUBMIT'l'ED · this 21st day ot December, !.990. 

HOPP1NG BOYD GREEN & SAMS 

.. .7r) ~ 
By ;,:../ .J;:.
~rd D. Melson 
Che ry1G. Stuart 
12 3 S.o\,l th Calhoun Street 
Post Off ice Box 6526 
Tal lahassee , Florida 32314 
(90 4) 222- 75.00 

Attorneys for 

Indiantown Cogene ration, L.P. 
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