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November 15, 1990

Mr. Steve C. 'l'tl.hbh. Director
Division of Records and Reporting
Florida Public Service Commission
101 East Gaines Street
Tallahassee, Plorida 32301

Dear ll:. 'rtlbblu

 Enclosed for tuinq It e Shadickatiranaed Sachers dh
behalf of Indiantown Cogeneration, L.P. are the original and
fifteen copies of ICL's Prehearing Statement.

By copy of this letter, this document has been furnished
to the parties on the attached service list.

ACK N Very ui}é éouu,

AFA : , 2
cn_. chard D. Melson
Cany

RDM/cla
crR . “Anelosure

Erv - ee:s  Parties of Record
QL,,. ¥ |

————




B.A. Sorrentine 1, 7, 8, 9, Details of Indiantown Progectz

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Joint petition for determination
ot need for proposed electrical power
: facilities, Indiantown

)

) Docket No. S00709-EQ

) ’ ;
POWER & LIGHT COMPANY ) Filed: Nov. 15, 1990

)

)

. INDIANTOWN COGENERATION, L.P.'s
PREHEARING STATEMENT

:ndinntoun Goo.aorltion. L.P. (ICL) hereby submits its

: ’rnh.a:lnq Statement in the above-captioned docket pursuant

to the requirements of Order No. 23710.

A. Known Witnesses. ICL will present the direct
testimony of the following witnesses: |

Witness Issues Subject Area

J.P. Keacney 1, 7, 13, 17 Overview of ICL and Indiantown
v Project; corporate strengths
and experience of ICL an
PGE/Bechtel; pollicy matters.

10, 13, 15,  project site; plant facllitles;

17 , power sales agreement; steam
customer; fuel supply:;
interconnection; associated
facllitiea; project cost and
schedule; benefits of project.

J.FP. Cooper 1, 7, 13, 17 Project financing structure;
ability to finance project.

ICL will identify its rebuttal witnesses by the due date for

rebuttal testimony, October 21, 1990.
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chrtclorvos the right to file supplemental testimony to
provide updated 1n£oi-atlon on the status ot‘its project.

B, Known !;!ébltl. ICL will sponsor the feollowing
exhibits as part of its direct case:

Witness Exhibit Title
Kearney e ' portions of Exhibit 1 to Joint

Petition to Determine Need for
f%cctrical Power Plant (August,
90)

o Sections 1.1.1 to 1.1.3

JPK-1 Organisation Structure
JPK-2 Bechtel Cogeneration Projects
JPK-3 PGE/Bechtel Cenerating Company

Advanced Projects

- Map of PGE/Bachtel Generating
Company Projects

Sorrentino - Portionas of Exhibit 1 to Joint
Petition to Determine Need for
Electrical Power Plant (August,
1990)

ALy ! ‘Bection 1.0 (portlons relating
to ICL)
(-] Sections 1.3.1 to 1.3.8
o Section 1.3.10
o Section 1.6

——— Photograph of Plant Site

SAS-1 Location Map
SAS5~2 Site Plan
SAG-3 Comparison Between ICL Contract and

Standard Offer Contract

SAS—14 ICL Project Schedule




—— : Letter of Intent with Caulkins

“Citrus
Wi _ Agreement in Principle with Caulkins
Citrus
& o , Letter of Intent with CSX Railroad
— Letter of Intent with Indiantown Gas
e Land Option with Post/Wall
| m— _ Land Option with Florida Steel

- XICL will identify its rebuttal exhibits by the due date for
£iling rebuttal testimony, October 21, 1990.

ICL reserves the right to submit additional exhibits to
respond to any new issues ralsed by other parties to these
dockats and to idcﬁt@ty‘dnlonntratin'oxhichn by the time
of the prehearing oontironca. ICL also reserves the right
to identify cross~exanination exhibits following the
completion of discovery.

C. Basic Position. Indiantown Cogeneration, L.P.
(ICL) has'nogotlntnd 2 comprehensive and detailed Agreement
for Purchase and Sale of Capacity and Energy ("Agreement")
with Florida Power & Light Company (FPL). Under the
Agreement, ICL will provide 270-330 MW of firm capacity and
energy to FPL from its Indlantown Project, a coal-fired
cogeneration plant located in Martin County, Florida. The
anticipated commercial operation date for the project is

1, 1995. The capacity provided by the project will

ieferral of a 1996 IGCC unit that PPL would
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otherwise have required. The project will supply up to
215,000 pounds/hour of steam to Caulkins Citrus processing
plant, and uillvbn a qualifying facility under PURPA.

‘ !hq'tgdlphtoun Project is the most cost-effective
a;to:n-tlvb-av.llublc to FPL for meeting a portion of its
IQQG capacity need, saving over $90 million compared to
FPL's avoided cost for a comparable @-ount of 1IGCC
capacity. The project also provides savings of
approximately $67 million compared to the statewide avoided
ug&t priced with no iilk factor, before guantification of
tﬁi value of ICL's location, dispatchability and other
benefits. 2

The Indiantown Project and related Agreement

include a number of banefits and risk reduction factors that

provide significant vilue to FPL and its ratepayers compared

' to standard qttcr contracts generally, and to the proposed

Nassau Power p:ojcct in particular. In a cost-effectiveness
AcValuatlon, these benefits clearly outweigh any price
difference between the two projects.
The benefits and risk reduction factors, which are

discussed in more detail under Issues 1 and 13, include:

(a) project sponsers with substantial experience in all
phases of the electric power business; (b) a project a2t a

;;. vel wdvanced stage of project development; (c) a

‘s locad center, which reduces losses
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and linllilil impact on the transmission grid and improves

system reliability; (d) dispatchability by FPL; (e) a proven
coal technology that uses a stable, domestically-sourced

tuol; (£) pqghsor-pertornanc- provisions with substantial
incentives !ot high capacity factor and on-peak performance;
(9) OPCtltlanJ and other provisions designod to ensure the
clplbiltty for b&qh capacity factor operation; and (h)
numerous financlal provisions, restrictions, and security
provisions designed to protect PPL and its ratepayers.

4 D. - G. 1Issues. ICL submite its position on the
tolloﬁihg itauii identified by the parties and incorporated
in Order No. 23710. As indicated below, ICL believes that
the addltioaj;,llluo proposed by Nassau Power in its

Memorandum to Parties dated November 7, 1990 is not

necessarcy éo th.-dllpa-ition of this case, and should be

stricken by the Prehearing Officer.

I8BUE 1: Has ICL provided sufficient information on the
site, technology and status of project development of the
Indiantown Project to enable the Commission to evaluate its

proposal?

ICL Position: Yes. The plant site is located in
southwestern Martin County, about three miles northwest
of Indiantown, and adjacent to Caulkins Citrus
proceasing plant, the steam customer for the facility.
CL has options to purchase the two parcels of land

mprising the site, which totals approximately 325
creg. The site ias adjacent to the CSX Rallroad. The
lgting Martin-Indiantown 230kV transmission line, to
: project will be interconnected, crosses the
ylant will use proven pulverized coal

ises a stable, domestically-sourced
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tucl.' The Blte-c.ttitlcation Application for the plant,
which is based on preliminary engineering design data,
is nchednlod for suhnissian to DER in December, 1990.

The projtct'l sponsors are subsidia:;e- of Pacific Gas &
Electric Company and Bechtel Group, Inc., who together
have significant experience in all aspects of the
electric generation business, including the construction
and operation of r plants. The sponsors have agreed
to a structure which will include a minimum of 10%
oantI and the project is being structured to make it
eadily £ nlncnlblc on a project finance basis.

 The project is at an advanced stage of development. ICL
has a power sales agreement signed after 18 months of
negotiation; an agreement in principle with its steam
gustomer; a letter of intent from the CSX railroad for
£n01 transport; a letter of intent from Indiantown Gas

or gas .:sply for start-up operations and supplemental

tl:t essions of interest from a number of
poten luL ooul suppliers. (Kearney, Sorrentino, Cooper)

I 2: Are the reliability criteria used by FPL to :

ne its need for 270-330 MW of capacity in 1996 to be
lltl‘!iod by the proposed Indlantown Projoct reasonably
ld.qnato for planning purposes?

;g&tggiéséig*b.:ot._ ICL understands that the dual
criter of load probability and reserve margin
used by FPL were recently found appropriate for planning
purposes in the need determination proceedings for the
repowering of Lauderdale Unit Nos. 4 and 5 (Docket No.
B90973-EX) and the construction of Martin Unit Nos. 3
and 4 (nockot No. 890974-EI).

xsgg; 3: Is the load forecast used by FPL to determine its
n Oor 270-330 MM of capacity in 1996 to be satisfied by
the proposed Indiantown Project reasonably adeguate for

planning purposes?

ICL Position: Yes. ICL understands that the load
forecast and load forecast methodology used by FPL were
recently found appropriate for planning purposes in the
need determination proceedings for the repowering of
Lauderdale Unit Bos. 4 and 5 (Docket No. 890973-EI) and
he construction of Martin Unit Nos. 3 and 4 (Docket

T Y
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éggg!%&; : PPL, as an individual utility interconnected
ihlblqld. grid, exhibit a need for additional

, Yes. ICL understands that FPL's studies
3 i for additional capacity in 1995 in order to
nhtun mqun system reliability.

t Does P!&; as an individual utility interconnected
statewide grid, have a need by 1996 for the

wum:, 270-330 MW of capacity represented by the

Indlantown Project?

W Yes., ICL understands that FPL's studies
cgroxiuuly 900 MW of capacity by 1996
({over and above oas:elty previously certified by
#ll m-lulon) in order to maintain adequate system
tg. The Indiantown Project will contribute
 270-730 MWW toward meeting this capacity need.

_ % Are there any adverse consequences to FPL and its

s lt tha proposed Indiantown Project is not
the approximate time frame provided in the
power purahm nro-.nt with ICL?

W ¥e i, ICL understands that the failure to
. 330 MW of upaou:g represented by the
Indiantown Project in service by 1996 would cause FPL's
stem reliability to degrade to unacceptable levels in

1996 and would increase the likelihood of service
1_ntorrupt1m.

ISSUE 7: Would the proposed Indiantown Project and the
puraﬁzl. of power pursuant to the ICL/FPL contract
contribute to the reliability and integrity of FPL's
electric system?

ICL Position: Yes. The ICL project and contract will
provide a highly reliable scurce of power to FPL. The
project is logated close to FPL's load center and can be

eagily integrated into the electric grid in a way that
i1l contribute to system integrity and reliability. As
coa) ired facility, the project makes use of a

ab) egwes::ra;;y—nCJrced fuel supply which increases
z1ia ity. The JLJJC'L 's sponsors have significant
pE in all aspects of the electric power




generation buninnll and have agreed to a financial
CQIUthr. with a minimum of 10% eqguity. In addition to
‘dispatchability, the agreement between FPL and ICL

' of operational provisions, pay-for-
mance provisions, and security provisions that are
ned to ensure its timely commercial operation and
rnltlb}.. long-term operation. (Kearney, Sorrentino,
Cooper

W&Mz&nabh Cost

the proposed Indiantown Project and the

| Q»~,g d power agreement between ICL and FPL

ly provid tloctrlciti to FPL at a reasonable cost to
"ln providing reliable service to its customers?

on: Yes. The Xndiantoun Project will be

igned for reliable, high capacity factor operation.
The unit des gn and maintenance plans will be reviewed
by independent engineers to ensure that the facility is
capable of mainta ning a minimum B87% capacity billing
factor, The combination of dispatchability by FPL and
tlybtot ~performance provisions with substantial

uc'nht i for high capacity factor operation and on-

will ensure that the facllity will be

ivallnhl‘ £O meet PPL's needs. This capacity and energy
comes at a reasonable cost, at savings of approximately
$90 million comp sred to FPPL's own avoided unit.
(lnrruuno)

%%sg;;gt‘ Is the fuel price forecast used by FPL to compare
f supply alternatives reasonable for planning purposes?

1cL Pog%g&g'ﬁ ICL understands that the fuel price
orecast me logy used by PPL and the resultant
forecast used to compare power luppl¥ alternatives were
recently found appropriate for planning purposes in the
need determination proceedings for the repowering of
Lauderdale Unit Nos. 4 and 5 (Docket No. B90973-EI) and.
the construction of Martin Unit Nos. 3 and 4 (Docket

No, BY90974~EXI). While that forecast was used to
evaluate alternatives to the Indiantown Project, it is
not ueed directly to forecast the energy cost from the
project, since that energy cost is fixed by the terms of
the power sales agreement., (Sorrentino)
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;!gg!_;gn Does ICL's fuel selection and fuel procurement
p n provide adequate assurances regarding the availability
of tula for the Indiantown Project?

!oott on: !ol. ICL plans to procure coal, a
mestically-sourced fuel, from one or more coal
uﬂz iltl in the Southern Appalachian coal region of

ucky, Vlrgintl and West Vl:qinla ICL intends to
& request for proposals for fuel supply during
-(lid-IOOI' ‘Based on a preliminary solicitation of
" statements of qualification, ICL has already received
expressions of interest from a number of potential coal
lﬂppllctl. ICL is contractually obligated to FPL to
provide a minimum of 50% of the plant's coal reguirement
of l#pﬁoaﬁlltnly 1,000,000 tons/year under firm long-
term contracts, and anticipates that a substantially
hlghlr percentage may be contracted for on a firm
hlq o., ICL has a letter of intent from the CSX
. whose rail line is adjacent to the site, to
‘i: ldo tuol transportation. In addition, ICL has a
tter of intent from Indiantown Gas for gas supply for
-tatt-up and supplemental firing. (Sorrentino)

’ ;% ilz uux the Indiantown Project contribute toward
na

ning adeguate fuel diversity for FPL's system?

i Yes. ICL understands that a significant
zo.u of FiL's -n-tg¥ is produced by oil and gas
tion of another 270-330 MW of

:aucurc--. The ad
coal~f ity will contribute toward maintaining
adequate fuel diversity for FPL's system.

cong-!gtcggtgg Alg.rggtl#on

ISSUE 12: Has FPL reasonably considered alternative supply
B sources of capacity?

ICL Position: Yes. ICL understands that FPL has
considered numerous alternative supply side sources of
capacity, including utility-constructed units and other
QF-supplied capacity.

ISSUE 13: 1Is the Indiantown Project and the purchased power
agreement between ICL and FPL the most cost-effective means
{ meeting 270-330 MW of FPL's 1996 capacity need, taking
to acoount risk fagtors that are part of the cost-
ity 5 analysis?




ICL Position: Yes. The Indiantown Project and the
purchased power agreement between ICL and FPL is the
most cost-effective means of meeting 270-330 MW of FPL's
1996 clplc':g need. The Indiantown Project provides

savings of $90 million compared to FPL's own avoided
cost. - :

“iho‘lndgnntnrn Project also provides savings of $67
© red to the full cost of the statewide avoided unit

in both units are assumed to run at the 70% capacity

factor required by a standard offer contract. The

Indiantown Project has been calculated to cost $61
million more than the statewide avoided unit when a 20%
risk factor is included in the avoided unit pricing.
However, the calculated savings versus the statewide
avolided unit do not include: (1) the value of location
near FPL's load center, which is significant when
compared to gnrtiaullr standard offer projects, such as
Rassau Power's project located in extreme North Florida;
(2) the value of the Indiantown Project's expected on-
peak performance; or (3) the value to FPL and its
;at;puy.ralot the dispatchability of the Indiantown
roject. :

The calculated savings versus the statewide avoided unit
also do not include any quantification of the numerous
features of the Inllantown Project and its power pales
agresment that reduce the risks associated with the
project and provide benefits to FPL and its ratepayers
versus a standard offer contract such as the Nassau
Power project.

These project-related factors include, in addition to
the favorable location near FPL's load center,
sponsarship by an organization with substantial
experience in all phases of the electric power business
a proven coal-fired technology which uses a stable,
domestically-sourced fuel. They also include the fact
that the project is at a relatively advanced stage of
development. For example, ICL has a power sales
agreement signed after 18 months of negotiation; an
agreement in principle with its steam customer; options
to purchase the property on which the plant will be
located; a letter of intent from the CSX railroad for
fuel transportation; a letter of intent from Indiantown

Gas for gas supply for start-up operations and
upplemental firing; and expressions of interest from a
pber of potential coal suppliers. ICL plans to file

rtification Application with DER during
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The agreement-related factors include -- in addition to
dispatchability by FPL -- the following: the contract is
on a4 pay-for-performance basis with substantial
incentives for high capacity factor and on-peak
performance; maintenance scheduling will be coordinated
with FPL; ICL's construction and maintenance plans will
be reviewed by independent engineers to ensure the
gapability for high capacity !actor,oferation; ICL has
reed with PPL to meet contractual milestones and to
ovide .;:nt%l;on as security for $750,000 per month in
, ated damages if ICL falls to begin commercial
operation according to the terms and conditions of the
-Eigzziodt; and ICL has agreed to provide substantial
financlial assurances to FPL to support long-term
operation of the project, including a $5 million cash
reserve fund to ensure continued QF status, a $30
million cash reserve fund to support major overhauls of
the plant, a second mortgage on the project in favor of
FPL, a 10% minimum equity requirement, and other

f cial provisions and restrictions.

These project-related and agreement-related benefits are
in contrast to the Nassau Power f:ojuct. That project
is not dispatchable. It has no incentive to operate at
greater than the required minlmum 70% capacity factor,
since it will be paid no more than coal energy prices
for incremental ouf put when its energy costs are based
on natural gas prices. Its sponsors have narrow
exparience in the electric power industry. It has an
avorable location in relation to FPL's load center.
It is at a less advanced stage of project development,
with no commitment from a steam host. Its standard
offer contract provides significantly less protaction
for FPL and its ratepayers than the negotliated contract
for the Indiantown Project. For example, Nassau Power
has no liability to PPL, other than for breach of '
contract, if ite project is delayed or abandoned, either
before or after its scheduled in-service date. The
contract lacks the numerous operational provisions,
pticln? incentives, financlal restrictions, and security
provisions that are offered by the contract for the
Indiantown Project. While it is difficult to place a
precise value on each of these factors, in the aggregate

" thay clearly outweigh the approximately $61 million

higher cost calculated for the Indiantown Project.
Furthermore, the fact Lhat the Nassau Power contract
cifies a capacity commitment of only 435 kW makes the
Cue nd value of the entire contract uncerctain.
[ orrentino, Cooper)
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. ICL reserves the right to supplement this position
following the completion of discovery.

Conservation

: Did PPL's power supply plan reasonably consider

1ity of conservation or other demand side
-1umum to mitigate the need by 1996 for the capacity
represented by ‘the Indiantown Project?

ﬁiﬂﬁg!gg;gﬁgg;, ICL adopts the position of FPL on this
. sAsue. '

ilities

{Mt Whot off-site assoclated facilitles are required
nwccaanctlon vith the development of the Indiantown

Project

W The Project will interconnect with the
isting Martin-Indliantown 230kV transmission line which
crosses the plant site. No o!t-lito transmission
facilities will be required. An approximate 20-mile
‘water transmission line will be required in existing
tallroad right of vay to transport agricultural waste
water to the site /rom the Taylor Creek=-Nubbin Slough.
(Borrentino) 2

'!!niu!glgr'rlgi;gg Issue

I 161 Is the cnpactty to be grovidtd by the Indiantown
Frogoai reasonably consistent with the needs of Peninsular
Florida, tnk::a into consideration timing, impacts on the
reliabllity integrity of the Peninsular Florida grid,
cost, fuel diversity, and other relevant factors?

ICL Position: ICL adopts the position of PPL on this
issue.

‘Ultimate Issue

ISSUE 17: BHased on the resolution of the above issues,
should the joint petition of ICL and FPL for determination
for Indiantown Prciject be granted?
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ICL ition: Yes. The Indiantown Project will provide
a rel @, cost-effective source of power to FPL to
contribute to meeting its 1996 capacity needs.

tytn:uy. sorrentino, Cooper) :

!l!!gﬂ Power's Proposed Issue

_A: Does PPL have a need for additional capacity in
“Irom a statewide perspective?

ICL objects to the inclusion of this issue and requests
that it be stricken by the Prehearing Officer. First,
the PPL and Peninsular Florida need can be addressed
ﬁjgzg!g‘.‘i‘tinc“..u.. 4, 5, and 16. Second, the wording
- Oof the issue assumes that FPL has a need from a
itlt.widaaglt tive that is different than its need
~ from an individual utility perspective. While ICL does
- not agree with that assumption, the resolution of that
~ desue is not relevant to the need for the Indlantown
Project, and is thus beyond the scope of the proper
issues in this case. il

H. Stipulations. ICL is not aware of any issues to

‘which the parties have stipulated.

I. Pending Motions. ICL does not have any pending
motions that reqguire action by the Prehearing Officer. As
Lndldat.d above, ICL intends to reguest the additional issue

proposed by Hassau Power be stricken by the Prehearing

- Officer.

J. Requirements of Order. ICL believes this

prehearing statement is fully responsive to the requirements

of Order No. 23710.




RESPECTFULLY SUBMITTED this 15th day of November, 1990.

A T By GZanllV‘L)1:)-6}\11&‘*""”"
1 ‘ & i 13 Ichard D, Melson

Cheryl G. Stuart

123 South Calhoun Street

Post Office Box 6526

Tallahassee, Florida 32314
(904) 222-7500

Attorneys for
Indlantown Cogeneration, L.P.
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CERTIFICATE OF SERVICE

e o lﬂlll! c:n:xr! that a true and correct copy of the

lutto 601
'uuahtun. FL 32301-1804

. Robert Elias

Division of Legal Bervices
Public Service Commission
101 East Gaines Street
Tallahassee, FL 32399-0870

Prederick M. Bryant
unot., Williams, lryurt.
!nllahnsono, FL 32302

Joseph A. McGlothlin

Lawson, McWhirter. Grandoff
& Reeves

Suite 200

522 East Park Avenue

Tallahassee, PL 32301

"‘-‘tougotug uh sent by mnd-d.uv.:y this 15th day of

/

.,/,_r ((’L/,&--WV D ﬂ'\‘p

Attorney




