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ST  STATEMENT OF THE ISSUE

The ultiiato,isiuc in this proceeding is whether the
joint'petit&p?$o£vllbrida Power & Light Company (FPL) and
Indliﬁéown qé;:ﬁlintion, L.P. (ICL) for anréfﬁirmative
datermination of nee( pursuant to éqction 403.519, Florida
Statutes, for a proposed 270-330 MW coal-fired electrical
ppu-i plant ;nd‘asnoc1ated facilities to be located in
Martin County, Florida should be approved, approved with
conditions, or denied. ' _

At the Prehearing Conference held on November 27, 1990
the parties identified seventeen factual issues for
resolution in this prbceeding. Those issues are
gpecifically stated in the Prehearing Order in this

proceeding, Order No. 23830, issued December 4, 1990.
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PRELIMINARY STATEMENT

On August 9, 1990, FPL and ICL (Petitioners) filed a
jcint'petitibn for a determination of neéd for avprobOSed
clcctfical power plant and related facilities to be located
in Martin County, Floridé, pursuant ta Section 403.519,
Florida Staﬁutcs; The proposed facility, known as the
Indiantown Project, will be located near Indiantown, Florida

and will be owned and operated by ICL. The net electrical

vpowér from the facility will be sold to FPL pursuant to an

Agreement For Thé'Purchase of Pirm Capacity and Energy

between Indlantown Cogeneration, L.P. and Florida Power &

Light Company, dated May 21, 1990 and amended December 5,

1990 (the "Power Sales Agreement”). The proposed unit has a

projected in-service date of December 1, 1995. On August

- 27, 1990, FPL filed : petition pursuant to Rules 25-17.080

through 25-17.051, Florida Administrative Code, seeking
approval of the Power Sales Agreement. By Order, the two
dockets were consolidated for purposés of hearing.

The Plorida Municipal Power Agency (FMPA), a wholesale
customer of FPL, sought and was granted intervention in this
docket. Air Products and Chemicgls, Inc. initially sought
interventicn but later withdrew its réquest. At the
prehearing conference held pursuant to notice on November

890, wsau Power Corporation {Nassau), a company which

1 executed standard offer power sales contract




to FFL on June 13, 1990, was granted intervention in this
docket. At the outset of the final hearing, Nassau withdrew.
its intervention.

At the final hearing, ICL presented the testimony of
Joseph P. Kearney, President and Chief Executive Officer of
Icﬁ and of PG&E—Baehtcl Generating Company; Stephen A.
Sorrentino, Project Development Manager for PG&E—Bécﬁtel
Generating Céhpany with 6verall respndsibility for managing
the development of the Indlahtown Project; and John R.
Cooper, Vice President -- Finance of PG4E-Bechtel Generating
Company. FPL prelented the testimony of G.R. Cepero, FPL's
Director of Bulk Power Markets, and Samuel S. Waters, FPL's
. Manager of Power Buppiy'Planning. No cother party presented
any testimony. Petitlioners offered Exhibits 2 through 18,
Exhibits 20 through 25, and Exhibits 27 through 30, which
were recelved into evidénce. The Commission Staff offered
Exhibits 1 and 31, which were received into evidence. The
Bearing Officer requested Late-Filed Exhibits 19 and 26,
which were filed subsequent to the hearing and received into
evidence without objection.

The transcript of the hearing (2 volumes) was filed on
December 7, 1950, The parties filed Proposed Recommended
Orders and/or Post-Hearing Stateménts on December 21,

1990. A ruling on each proposed finding has been made in

ppendix attached to this Recommended Order.
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FINDINGS OF FACT

- Based upon all of the evidence, the following findings

- of fact are made:
I. THE PARTIES

£ FPL is a public utility regulated by the
Commission. FPL's service area spans 35 Florida counties
and contains approximately 27,650 square miles with a
'popuiation“dt approximately 5.9 million. (Ex. 2, p. 14)

2. (a) Ichvis a limited partnership formed as the
vehicle for PGsE-Bechtel Genérating Company to construct,
own and operate the Indiantown Proﬂect. (Kearney, Tr; 24)
ICL's general partners are Toyan Enterprises, a wholly-owned
subsidiary of PGSE Geierating Company, and Palm Power
édrporation,-a wholly-owned éubsidiary of Bechtel Generating
Company. (Kearney, Tr. 24; Ex. 4) PG&E Generating Company
is alsc a limited partner of ICL. 1d. Additional limited

. partners may be admitted at a later date. (Ex. 2, p. 12) °
(b) PG&E-Bechtel Gener#ting Company is a general X
partnership between PG&E Genérating Company and Bechtel
Generating Company.  (Kea:ney,>Tt. 21, 27; Ex. 4) PGsE
Generating Company is a subsidiary of PG4LE Enterprises,
vhich in turn is a subsidiary of Pacific Gas & Electric
ny, tl largest combined electric and gas utility in

Tr. 21-22, 28) Bechtel Generating
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Cqmpany is a subaldiary of Bechtel Enterprises, which in
~turn is a ﬁholly-owﬁed-subsidiary of Bechtel Group, Inc.,
: ohé of theiiirqest qngineering, consttuctionAand'development
~companlies in the world. (Kearney, Tr. 21-22, 28).

3. FPMPA is a generation and transmiésion utility
auﬁplying electric capacity and energy to certain of its
members in FPL's ser@ice’atea through its oﬁn generation

[ 3% resources and through the purchase of power ahd transmission
| | norvlcqs'tton,otﬁcr utilities. (FMPA Amended Petition to

Int;:vene} ¥1)

II. THZ INDIANTOWN PROJECT

'-74. The'Indiahtown Project is a 270—330.Mw, coal-fired
cogeneration facilit/ to be located in southwestern Martin
'Cohnty,-Plorida, about three miles ndtthwest of Indiantown,
nine miles east of Lake Okeechobee, and approximately three
miles southeast of FPL's Martin Planﬁ., (Sorrentino, Tr. 50,
69-70; Cepero, Tr. 170; Ex. 2, p. 18; Ex. 9) The projected
commercial operation date for the plant is December 1,
1995. (Kearney,'Tt, 25; Cepero, Tr, 170)

5. The plant site is adjacent to the Caulkinsvcitrus
procegsing plant, an abandoned Florida Steel facility, and

acant land zoned for industrial use. (Sorrentino, Tr. 50,

10, 17) State Road 710 and the CSX Railroad

|
Ine
o cent to the northern boundary of the site. 1Id.
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6. The site for the Indiantown Ptoject consists of two
- ' ~ parcels of land totaiing approximately 325 acres.
| (ﬁﬁtiiﬂtino;'wr; 50-51, 69-70; Ex.310) ICL has exclusive
“three year options to purchase these parcels,‘ gg;'
‘ 7. The site is an excellent location for a
eoquoratlon project. It is adjacent to the project's steam
customer and has direct access to the CSX rail system and
State Road 710. (Sorrentino, Tr. 51-52) FPL's existing
Haziin—lndiantown 230 kV transmission line traverses the
. :  plant site. (Sorrentino, Tr. 51-52; Cepero, Tr. 170) Load
i flow studies show that the plant can be efficiently
Fo lntegraind 1nto.thn existing bulk power system by /
interconnection with that tiansmission line. (Ex. 2; p.
37) WNo new off-site transmission lines will be required.
3 (SOrrontind,‘rt. 63; Waters, Tr. 256) This reduces the
o ‘ bliccnsing_tlsk- cuipared to a facility which might require
significant transmission additions. (Cepero, Tr. 172) The
desiqﬁ work necessary to support a final interconnection
agreement is currently underway. (Sorrentino, Tr. 64;
Ex. 2, p- 37)
8. The site is located close to'FPL's load center.
(Ex. 25, p. 2) Because of that location, it is not expected
sperience any significant transmission losses. 1I1d.
ject's location will significarntly

system reliability and integrity.




(Waters, Tr. 251) 1In particular, the proﬁect will have no
~negative ilpjctlon FPL's ability to obtain emergency
assistance from the utilities with which it is
;intétconnlctcd. (Waters,vT:. 251, 264-270, 272, 282-283;
Ex. 25) Relative to the Martin plant site, there is no
capacity penalty associated with the project's location.
lda. 1In othef’wordé, every 100 megawatts of-capacity from

“thﬂ ;ndinntaﬁn*?roject will provide 100 megawatts cof
rcl‘lbilityvbonefit to FPL. ;g;' This contrasts with
! : | projects located 1nvother;areas of the state, where 100
| megawatts of capacity might provide as little as
78 megawatts of raliability benefit due to impacts on the
' v transmi.iion system. ;gi_'ln addition, the integration of
the Indiantown Project will not require FPL to curtail any
other current uses of its transmission system. (Waters, Tr.
281-282) |
9 The facility will consist of a single pulverized
coal Soiler, a steam turbine generator, and associated
equipment. (Sorrentino, Tr. 52-54)  This is a well
established and highiy reliable electric generating
technology. ' (Id.; see Cepero, Tr. 197)
10, The plant will be designed to comply with all
applicable environmental standards. (Sorrentino, Tr. 54)
rovisions of the recently enacted Clean Air Act

significant impact on the

i e




facility. The facility is exempt from the acid deposition
control provisions of these amendments (i.e., the SO, ’
,ihijhfaﬁ offset requirements) because the Power Sales :

'Ag:g!mdht for the facility was signed on May 21, 1990, well

o

in id@incamgf'tho,atfective date of the law. (Sorrentino,

Tr. 81;83: Ex;#IB) The more stringent limitations ‘ ¥k
cltabli;hed;by the amendmentslfor facilities located in ‘
‘nonattainmcht qthas" also will not apply to the Indiantown

P:ojiét. since it ii‘locpted in an area which is presently

dblljhiiud as an "attainment area" for all pollutants for

ST WE T

which natioﬂ;lvambiant air quality standards have been
established. 1d. »
11, The plant will burn approximately one million tons
per year of coal. {iorrentino, Tr. 62) Coal will be
'g; 2 ; ab;alncd t;dmwpno'ot-mo:e ¢oa1 suppliers in the Southern
PG or Appalachian coal region. Id. Coal is a domestically- Ay
iourced, raadily available fuel with a history of stable
pricing. (Kearney, Tr. 30; see Sorrentino, Tr. 67) These
faciors reduce the potential of supply interruptions and
significant fuel price increases, and result in a stable and
secure fuel supply. (Sorrentino, Tr. 67; Cepero, Tr. 172)
12, At least 50% of the plant;s coal requirements will
be purchased under long term contracts, with the remainder
.héfng ot;ainfd by either long texrm contracts or spot

il D hase (Sorrentino, Tr. 62) ICL expects to issue a

I
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request for proposals for fuel supply during mid-1991, and

to enter into a firm contract prior to the financial closing

 for the facility in mid-1992, Id. ICL has obtained

“preliminary expressions df interest from a number of
pdtnntiii fuel suppliers, ahd_ICL's affiliates have recent
experience in coal acquisition for similar facilities.
(Sorrentino, Tr. 62-63, 89-90)

13. 1ICL will maintain approximately a seven day fuel
inventory in active storage, with an additional 30 days’
supply in an emergency coal pile. '(SOrrentino, Tr. 73-74,
87-89) The site has the physical capability of
accommodating a largetlcoal inventoiy if conditions warrant
increasing the amount of coal stored on site. (Sorrentino,
Tr, 88-89)

14, Thé plant will use small quantities of gas or
didtilléte fuel oil for start-up purposes. (Sorrentino, Tr.
55, 88*89) These fuels can also be used for supplemental
firing in the main boiler during periods of peak demand, and
may be used in an auxiliary boiler to meet steam
requirements when the main boiler is out of service.
(8orrentino, Tr. 55, 88-89; Ex. 2, p. 36) ICL has a letter
of intent with Indiantown Gas Company to provide natural gas
te the project for these purposes. (Ex. 16}

15. Coal wil)l be transported by the CSX Railroad, which

) rail line adjacent to the site.




(Sorrentino, Tr. 63) ICLrhas a letter of intent with CSX
Transportation for transportation of both coal and limestone
-to the site.‘ind'foi'béckhaul of ash. (Sorrentino, Tr. 45,
- 63, 100-101; Ex. 15) '

16. FPL'C system today relies on coal-fired generation,
excluding coa14by-wite purchases, for approximately 2% of
its energy requirements. (Waters, Tr. 284) The Indiantown
Projdct and the plaﬁned purchase of Plant Scherer will
incfelle the percentage of coal-fired generation on FPL's

~system to roughly 8 or 9% inA1996; Id. Therefore, the

purchase of canl-fl;ed‘powet from ICL will contribute to

' na1nta1n1n§ or improving FPL's fuel diversity. (Waters, Tr.

256, 271, 283; Cepero, 197-198)

17. The record demonstrates that ICL's fuel sélection
aﬁd fuel procurement plan provides adequate assurance
regarding the availability of fuel for the Indiantown
Prcject [Issue 10]) and further demonstrates that the prqject
will contribute toward maintaining adequate fuel diversity
for FPL's system [Issue 11].

18, ICL has certified to the Federal Energy Regulatory
Commission (FPERC) that the projecttwiil be constiucted and
operated as a "gualifying facility" under the Public Utility

Regulatory Policies Act of 1978 and FERC's implementing

gulations., (Sorrentino, Tr. 61) As a cogeneration
lity will use fuel more efficiently than a

g plant. (Sorrentino, Tr. 67)
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19. The steam customer for the facility is Caulkins

Indiantown Citrus Company (Caulkins). (Sorrentino, Tr. 61,
71; Ex. 2, p. 33-34) The Caulkins plant produces

" concentrates and extracts from the juice of citrus fruits.
Id. Caulkins uses sﬁeam in an evaporation process for'
producing citrus concentrate, and in a drying process in
which pulp apd'peel are used to create cattle feed. 1Id.

20. ICL has an Agreement in Principle with Caulkins
under which ICL uiil provide all of Caulkins' steam
requirements, up to a maximum of 215,000 pounds per hour. s
(S8orrentino, Tr. 61; Ex. 13) Under the agreement Caulkins
will, at a‘n;nihum, take the amount of steam necessary for
ICL to maintain qullitying facility status. (Ex. 13, 42)
Caulkins' current thermal energy requirements on an
annﬁalizad basis are sufficient to support QF status for the
Indiantown Project. (Sorrentino, Tr. 84-85) Following a
planned éxpannion by,Caulkins, those requirements will be
apptoximateiy double the required QF minimum. Id.

2]. Ceoling and process water for the facility will be
obtained from agricultural waste water in the Taylor Creek-
Nubbin Slough, located approximately 20 miles north of the
project site. (Borrentino, Tr. 55, 64, 72) The use of this
water source has'been encouraged by the South Florida Water

Management District. (Sorrentino, Tr. 95-97; Ex. 2, p. 37)
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224 Transportation of this water from the Taylor Creek-
Nubbin Slough will require construction of an approximate

20-mile water pipeline. (Sorrentino, Tr. 64, 72; Ex. 2,

P+ 37) That buried pipeline will be installed in existing

ceX Railroad right-of-way; Id. The use of the railroad
right-of-wayifor ﬁhis‘purpose is contemplated by the letter
of intent between ICL and CSX Transportation. (Ex. 15, %3)
23. Inasmuch as no new off-site transmission facilities
are required tbr the ICL project (see Finding No. 7), the

record demonstrates that,the water pipeline is the only

‘associated off-site tacility required in connection with the

project [Ilsue 15].

24. The estimated total capitalized cost for the

' facility is approxim/tely $600 million, or approximately

$2,000 per kW. (Sorrentino, Tr. 66-67) At a 5% escalation

rate, this translates into approximately $505 million, or

 $1,683 per kw,'in January 1991 dollars. (Sorrentino, Tr.

156) The capacity pricing formula to FPL is fixed by terms
of the Power Sales Agreement, so'that;ICL bears the .
financial and other risks associated with construction of

the project, including all escalation and interest rate

risk. (Sorrentino, Tr. 66-67, 91; Waters, Tr. 28BE)
25, The project schedule calls for commercial operation
»cember 1, 1995, (Sorrentino, Tr. 64; Cepero, Tr.

ie timetable, the Site Certification

ol 38
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Application is scheduled for submission to the Florida
Departmen&rbffEnvirdnmental Regulation (DER) in December,
1990 and cqggttubtibn isvscheduled to begin by July; 1992.
:tSOrtentidé; ?r.'6d-65; Ex. 12) Construction start could
‘slip l-tqwiionths without placing the December 1, 1995 in-
service date in jeopardy. (Sorrentino, Tr. 81-82)

26, ICL p1ans to finance the project using a
'coubinaéion o!vequity and nonrecourse project debt.
(Cooper, Tr. 122, 126) Under Section 21.7 of the Power
Sales Agreement, the project is required to have a minimum
of 10% aﬁuity, and ICL currehtly anticipates an initial
equity investment in the 10-15% range, or $60 million to $90
million. -Id. ICL‘i parents and affiliates have a proven
‘track record of arrenging financing for similar types of

projects. (Cooper, Tr. 124, 126-127) Bechtel Enﬁetprises

has arranged over $700 million of financing for five

independent power projects in which it has been an investor,

and PGsE~Bechtel Generating Company has arranged $750

million of financing for two large cogenerétioﬁ projects

which are scheduled for closing witﬁin the next two

months. Id. |

27. PGsE-Bechtel Generating Company will.have overall

responsibility fo: managing the development, construction

cperation of the project. (Kearney, Tr. 25-26;

44

35) PG&E-Bechtel Generating Company was




organized in 1989 to be the exclusive vehicle for Pacific
Gas d Electric Company (PG&E) and Bechtel Group, Inc.
(nghgel) to pq:ticipéte in-the_non-utility power production
-5n§1ﬁ§ss. (ﬁeatn!y,'Tt. 21, 27) PGsE-Bechtel Generating’
Company has cltvon projects, totaling approximately 1970 MW,
s ' in advanccd stagc- of development, and eight additional
i ~ proiacts, to;nllng approximately 1305 MW, in earlier stages
of development. (keafnéy,-Tr. 23, 28; Ex. 6) These
projccts are 1n addition to 15 cogeneration projects in
which nachtnl hls had a development or construction role.
(Kcarney. Tr. 22, 28; Ex. 5)
_Uﬂ"i _ 28. ICL expects that Bechtel Power Company will desxgn
v | and construct the Indxantown Project, although FPL's
required approval o7 the architect/englneer has not yet been
- obtained. iSQrtontino, Tr, 65; Cepero, Tr. 199-200)
;ﬁ;: Pinancing.for‘tho plant will be arranged by PG&E-Bechtel
S Genétating.COmpany,'and day~to-day operations will be the
responsibility of PGS¢E Operating Services, a subsidiary of
PGLE Enﬁerpriies. {Sorrentino, Tr. 65-66)

29. ICL's access to the skill, experience and resources
provided by PG&E and Bechtel, each of which has substantial
long~term experience in the electrical power business,

. provide confidence that the project will be viable,

reliable, and economic. {Kearney, Tr. 22, 23, 30; Cepero,

17 (’
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III. THE POWER SALES AGREEMENT

,430. 'Thqiiale of capacity and energy from the Indiantown
Project 1s:go§Erhed'by thé,terms of the Power Sales
Agreement between ICL and FPL, executed on May 21, 1996.
(Ek. 20) Th.fterminatiOn fee provisions of the Power Sales
Agreemﬁnt were modified by a contract amendment executed on
b-ﬁenn-: 5, 1990. (Cepero, Tr. 162-163; Ex. 22)

31. ‘The‘Powak Sales Agreement has an initial term of 30

years. (Cepero, Tr. 170; Ex. 20, §3.3) The plant has a

nominal net electrical output of 300 MW. (Cepero, Tr.
170) The actual committed capacity from the plant will be
designated by ICL based on pre-operational tests, and must
bq.in the 270 ﬁw to (30 MW range, unless FPL agrees
otherwise. (Cepero, Tr. 170-171; Ex. 20, §5.13)

32. The anticipated commercial operation date for the
faciiity is December 1, 1995, although the Power Sales
Agreement permits a commercial operation date as early as
September 1, 1995, (Cepero, Tr. 170; Ex. 20 §1.14)
Capacity payments begin on the commercial operation date.
{Sorrentino, Tr. 115-116) Any energy available from the

facility prior to the commercial operation date will be

purchased by FPL under the terms of the Agreement. (Cepero,

‘rentino, Tr. 116; Ex. 20, §6.1)




33. The Power Sales Agreement contains a number of
provisions designed to provide reasonable assurance that the

facility wiil be completed on-time. (Cepero, Tr. 174;

Sorrentino, Tr. 74-75)
. | (a) First, the agreement provides a series of
milestones dcaidncd to maintain progress toward completion
of the £aciiity. These inélude: (i) contractual deadlines
for filing the need determinatioh application and the site
certlficationAapplication for the facility (§2.5.1, 4.2.2);
(i1i) construction loan closing within 36 months from the
date of execution of thb ajreement (§3.4); and (iii) start
of constiucticn within 39 months from the date of execution
of the agreement (§3.4). (Cepero, Tr. 174-175)

~ (b) Second -the contract requires that $9 million
of completion security be furnished on the following
schedule: (i) 81 million within 15 days following Commission
approval of the Power Sales Agreement, (ii) $2 million ,
within 15 diys following certification of the facility under
the Power Plant Siting Act, and (iii) $6 million within 15
davs after closing of the construction loan for the
facility. (Ceperc, Tr. 177; Ex. 20, §4.1) This completion
security is forfeited at the rate of $750,000 for every
month (and on a pro rata basis for partial months) that the
commercial operation date is delayed beyond DeCembef 1,

‘entino, Tr. 58; Ex. 20, §4.2.1) FPL

g 0
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additionally has the right to terminate the contract in the

~event that the commercial operation date is not achieved by

December ”1»,"_;;'9.‘9.5. (Sorrentino, Tr. 114; Ex. 20, §3.4) Both
the Dﬁclmbcf;l, 1995 and December 1, 1996 dates are subject
to delay for up to, but no longer than, five additional
months as a result of force majeure. (Sorrentino, Tr. 112,
114-115) The Power Sales Agreement's definition of force
majeure is vd:y nartoq,rand excludes; for example, equipment
hiaakﬂown,éauacd”by its désign, construction, operation or'
maintenance, or othervige'caused By an event originating in
the facility. (Bx. 20, §1.28)

(c) 'Third, ICL must submit an integrated
enginsering, procurement and construction schedule, and a
start-up and test lcheduia, for FPL's review, and must
submit monthly progress reports to FPL until the commercial
operation date (§5.5). (Cepero, Tr. 176)

34. The Power Sales Agreement also contains a number of
provisions intended to assure that the facility will be
designed as a htility grade plant capable of reliable, high
capacity factor operation. These include: (a) FPL has the
right to approve the Belgction of the architect/engineer for
the facility, who must be instructed to design and construct
the facility to be capable of operating reliably with a

ing factor of at least B7% during the initial

les Agreement (§5.1): (b) ICL is
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required to obtain a minimum $60 million liquidated damages

provision from its prime contractor to guarantee performance

~ levels and completion date (§5.3); and (c) ICL must arrange

to have ite lenders designate an independent engineering
firm to review and evaluate the design of the facility, and
must make any changes determined to be necessary by that
firm unless FPL concurs with ICL that such changes are
unnecessary (55.4). (Cépero, Tr. 175-177; Sorrentino, Tr;
58)

35. The Power Sales Agreement also contains a number of
provisions designed to assure that the facility will operate
reliably throughout the term of the agreement. (Cepero, Tr.
128; Sorrentino, Tr. 75) These include: (a) the previously
mentioned provisions to assure that the basic facility
design is sound (see ¥34); (b) ICL must arrange for review
of the tacility's operafion and maintenance plan by an
1ndependgnt engineer (subject to FPL's approval) to
determine that the plan is effective and that it will allow
the facility to 6perate with a capacity billing factor of at
least 87% (§5.8, 5.9); (c) an independent review of the
facility's operation and maintenance plan must be performed
on a periodic, on-going basis'(513.14); {d) the parties must
mutually develop written operating procedures to.integrate

acility into FPL's electric system (§5.7); (e) ICL must

wg~term fuel supply agreements, with market
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pfice reopener provisions, for at least 50% of the
facility's fuel requL;eménts (553.5;2, 3.5.8); and (f) ICL
has agreed that the facility will be managed by PG&E-Bechtel
Generating Company, or one of ICL's general partners : :
1321.10). .(Copcro,‘Tr.Al78-1803 Sorrentino, Tr. 58-60)

36. The Power salgs Agreement also contains a number of
praqiaions tb assure the reliable operation of the facility
during times bf highest electrical demand. (Cepero, Tr.
180; sérrentino, Tr. 75) These include: (a) ICL may only
schedule outages during periods 5pproved by FPL (§13.11);
(b) ICL cannot schedule a maintenance shutdown of the
taciltﬁy during on-peak hours in Deéember, January,
February, June, July, August, or September 1 to September 15
of any year (§5.10, 13.11); (c) the facility is subject to
dispatch by FPL (§13.6); and (d) as discussed below, the

contract contains pay-for-performance provisions which give

" a financial incentive for high capacity factor performarce

during on-peak hours. (Cepero, Tr. 180-182; Sorrentino, Tr.
57-58) ’ ‘

37. The Power Sales Agreement allows FPL to
economically dispatch the facility, to commit and decommit
the facility, and to control both the real and reactive
power from the facility. (Cepero, Tr. 182-183; Sorrentino,
; Bee Waters, Tr. 268) This provision allows the

56

ity | be treated as if it were an FPL unit, thus
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creating the opportuﬁity for FPL to reduce its system
costs. 1Id. ‘

38. 1In addition to minimizing transmission losses and

1§nhanc1ng the.reliébility'of FPL's system (see Finding
No. 8) the ficility's locaﬁion near FPL's load center also
helps FPL minimize its production éosts by reducing the need
tot;gdditiohal trinsmiseion-facilities and by reducing FPL's
losses when compared to other sources of generation.
(Cepero, Tr. 182) In addition, the project's location is
hilpthl,to FPL's ability to use the facility for voltage
support. Id. '

39. Under the Power Sales Agreement, capacity payments
are on a pay-for-performance basis. The base capacity
payment, assuming the plant operates in the 87% to 92%
cgpacity billing fac:or range, is $23,000 per MW/month ($23
per kw/month)vtor the first twenty years of the contract.
{Cepero, Tr. 185-186; Sorrentino, Tr. 57; Ex. 20, Appendix
A) This base payﬁent declines by 50% in the twenty-first
year, and declines annually thereafter. Id.

40, 1If the plant operates above the 92% capacity
billing factor level, then tﬁere is a 2 percentage pointvv
bonus for every 1 percentage point increqse in capacity
billing factor up to 97%, where the capacity payments are
capped. (Cepero, Tr. 187: Sorrentino, Tr. 57; Ex. 20,

nppendix A; Ex. 21) If the plant operates below
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- the 87% capacity billing factor level, then there is a 2
percentage poinﬁ penalty for every 1 percentage point
dec;euse in capacity.biliing factor down to 55%. Id. No

-capacity payment is made in any month in-which‘thencapacity
billing factor is less thén E5%. Id. '

41. The calculation of the capacity b1111n§ factor
gives extra weight to performance during on-peak hours,
which are noon td 9:00 p.m. from April 1 through October 31,
andjécoo a.m, to 10:00 a.m. and 6:00 p.m., to 10:00 p.m. from
Noﬁdhber 1 to March 31. (Ex. 20, §§ 1.12, 1.46) The target
10901 for performance during these hours is a 93% capacity
factor, and on-peak pﬁrformance above or below this level is
given Qreiter weight in calculation of the capacity billing
factor. (Sortentino, Tr. 57; Ex. 20 §1.12) These
provisions provide ICL with a significant financial
incentive to'producn ehergy during the on-peak periods when
the capacity and energy are of greatest value of FPL and its
customers. (Capero; Tr. 187; Sorrentino, Tr. 57)

42. Taken together, FPL's right to dispatch the
facility, the maintenance scheduling restrictions in the
Power Sales Agreement, and the financial incentives in that
agreement for high capacity factor on-peak performance
provide reasonable assurance that the energy and capacity

om the Indiantown Project will be available when most

‘PL'8 customers.




43. Under the Power Sales Agreement, monthly energy
payments are based on a target energy cost of $23.20 per
'MWH, as adjusted quarterly from the first quarter of 1990 to
-track.changg§ in the coét of coal, coal transportation, and
1ime and a#h disposal. (Cepero, Tr. 184-185; Sorrentino,
Tr. 56; Ex. 20, Sa.i, 8.3; App. I) This base energy rate ig
premised on the costbof fuel for the St. Johns River Power
Park (SJRPP) units, adjusted for a transportation
differential to Indiantown and for ICL's expected
conlunption of lime ahd costs for'ash.disposal. (Cepero,
Tr. 184; 213~214) The monthly payments are further adjusted
to reflect the hourly effect of changes in the efficiency of
the facility chulcd by FPL dispatch. (Cepero, Tr. 185;
Sorrentino, Tr. 56)

44. Once a year, the actual enérgy cost for the
facility is calculated (subject to audit by FPL), and ICL
and FPL share in any difference between the actual energy
cost and the target enérgy éost. (cépeto. Tr. 187-188; Ex.
20, §8.4, 10.1 to 10.3) Energy costs related to the
production of steam are ICL's sole responsibility, and are
excluded from the calculation. (Ex. 20, App. I, ¥D.1,

P.3) 1If the actual energy ¢ost is less than the target, ICL
and FPL share 50/50 in the energy cost savings. (Cepero,
Tr. 188; Sorrentino, Tr. 156-160) If the actual energy cost

sreater than the target, ICL and FPL share the first 10%
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of additional energy cost on a 60/40 basis, and ICL bears

all the additional energy cost above 110% of the target.
I1d. ‘This’provision caps FPL's responsibility for energy
-costs at 104% of the target rate. Id.
45. These energy payment provisions give ICL a
- substantial incentive to minimize the energy costs for the
facility, and enable FPL's customers to share in any savings
achlovod while limiting their exposure to increased costs.

{Cepero, Tr. 188, 217-218; Waters. Tr. 285; sbrrentino, Tr.

, 56,_156—160) Ex. 20, §8.4) 1In the absence of such a split

of savings provision, ICL would be entitled to all energy
‘cost savings and no savings would be available to be
credited to FPL's éustomets. (Cepero, Tr. 225) FPL's
economic analysis :thows that the Indiantown Project remains
apprqximatoly $76 million more cost-effective than FPL's own
avoided unit even if FPL's share of the energy cost reaches
the 104% cap permitted under the Power Sales Agreement.
(Waters, Tr. 296)

46. The Power Sales Agreement aléo contains_a number of
provisions designed to protect FPL in the event that the
facility fails to perform. ({Cepero, Tr. 188-189) These
include:

(a) ICL must provide $9 million completion
urit igainst which FPL can draw $750,000 per montn as

mages in the event the facility does not
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~achieve its December 1, 1995 commercial operation date,
except as the date may be extended for up to 5 months by
force najeure (54.;,;4.2). This monthly amount is
% b _repreaéhtqtlve of what it could ccst FPL to make obtain
toplacbment.poﬁét on a short—-term basis; (Cepero, Tr. 203~
- 204) | » '

(b) In the event that the agreement is prematurely
terminated, ICL is obligated to pay FPL a teimination fee
equal to the cumulative difference between payments to ICL
under the agreement and FPL's avoided cost for an IGCC unit,
calculated on a yeét-byeyear value of deferral basis.

(Ex. 20, §3.8; Ex. 22) Exhibit 23 shows that the
termination fee payable in each year is equal to the
difference between the payments to ICL under the agreement,

and FPL's own avoidec cost for an IGCC unit. This

B

abligatibn‘in secured by (i) termination fee security in the
form of cash or a letter of credit which starts at $13
million in the first year of operationvuplto a maximum of
§50 million in the fifth year of operation (§21.1); (ii) a
first lien on the QF status reserve fund déscribed below
(§21.2); (4id) a second lien on the maintenance reserve fund
described below (§21.4); and (iv) a second mortgage on the

" : ' facility, also described below (§21.5). (Cepero, Tr. 189-
Sorrentino, Tr. 59~60) Exhibit 23 shows that the total

yment of the termination fee exceeds the




termination fee obligation in each year. Similarly, Exhibit
24 shows that the termination fee payable under the Power

Sales Agreement is greater than the termination fee

-liability which would be calculated if a statewide

Apulv.ri:nd coal unit, rather than FPL's own IGCC unit, was

used as the basis for calculating the termination fee
liability. |

(e) 1ICL is required to maintaln a QF status
reserve fund uhieh starts at $500,000 during the first year
of commercial operatlon and increases to a maximum of $5
million by the tenth year of operation (§21.2). This fund
is avallgbie to ICL to take whatever action is necessary to
maintain its qualifying :dcility status, including building
or securing a new steam host. (Sorrentino, Tr. 103, 107)

FPL has a first lien on this fund as additional security for

p@y-ant of any termination fee liability. (Cepero, Tr. 190,

194- 195 Sorrentino, Tr.r59, 86, 107)

{d) ICL is required to maintain a maintenance
reaeive fund which starts at $3 million in the first year of
operation and increases to $30 million in the tenth year of
operation (§21.4). (Cepero, Tr. 190; Sorrentino, Tr. 59,
103-105) The fund can be used for major maintenance or
overhaul to the plant (§21.4.2), but can never fall below
510 million. Id. This provision can be satisfied by a

» fund required by ICL's lenders, including a




debt service reserve fund. Id. FPL has a second lien on
suqh fund to secure ail of ICL's obligations, including .any
BLCE o e ] tqtqlnltionhteg liability, if ICL's lenders require a
-similar fund. ;ég. FPL has a first lien on the fund if a
lilllar'tund is not required by ICL's lenders, or when ICL's
project debt is fully paid. 1d. |
(e) FPL will hoid a second mortgage on the
:adility-to‘lacurc all of ICL's obligation to FPL, including
any termination fee liability. (Ex. 20, §21.5) The value
of Ehii second mortgage ls protected by the requirement that
ICL have a minimum 10% equity investment in the project
(§21.7); by a levelization formula which requires ICL's

eguity investment to increase over time, either through

¥ reduction in the projict debt and/or appreciation in the
ﬂ. fair market value of the facllity (§21.6 and Appendix M);
; and by limits on distributions to ICL's partners during the

period in which ICL may be liable for payment of a
termination fee (§21.9). (Cepero, Tr. 190-191; Sorrentino,
Tr. 107-111) The estimated value of this second mortgage
interest ranges from a minimum of $ 102 million in the first
year of operation to over $ 650 million by the nineteenth
year of operation, which is projected to be the last year in
which any termination fee liability exists. (Ex. 23)

47. Taken together, the experience of the sponsors of

ndiantown Project and the provisions of the Power Sales
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Agraemané discussed above provide ieascnable assurance that
the Indiantown Project will be a reliable long-term source
of powg:'to.;pggst in meeting FPL's capacity needs beginning
-in 1996; and that FPL's ratepayers will be adequately
protected in the event of ICL's failure to perform in
acco:#ancb with the requirements of the agreement. (See,

Cepero, Tr. 173, 193)

IV. FPL'S NEED FOR POWER

48, FPL's capacity planning process has three basic
steps: (1)_quanti£ication of the timing and amount of
regources necessary fo.mainfain an adequate level of system
teliahllity: (ii) identification of available alternatives
to meet the need aﬁd Jefinition of an "avoided cost" basis
against which the alternative can be compared, and
(iii) cﬁtimi:ation of the alternatives to identify a power
supply plan that provides favorable economics while properly
addressing risk and uncertainty. (Waters, Tr. 237-238)

49, The guantification of the timing and amount of
capacity needs begins with the preparation of a forecast of
FPL's demand and energy reguirements. (Waters, Tr. 238)
FPL presented a detailed 20-year forecast of customers,

ales, and peak demand. (Ex. 3, App. B and C) This load
: ludes the impact of FPL's conservation

244) These efforts provide




apprbximately 126 MW of incremenEaI demand reductions from
1989 through 1997, for a total of 750 MW by 1997. (Id.; Ex.
3, p. 57-62) This forecast shows that FPL's summer peak
_deﬁand is expected to grow from approximately 13,341 MW in
199_0"«:0 Approximtqu 15,421 MW by 1996. (Ex. 3, App. C, p-
47i.8¥- 27, Doc. 1) This load forecast was reviewed by the
Commission and found reasonable for planning purposes in the
need determination proceedings for FPL's Lauderdale
Repovering and Martin Expansion_ﬁrojects. (Waters, Tr. 245-
245:.sge Order No. 23079, p. 4; Order No. 23080, p. 4) The
§. load forecast is similarly found to be reasonable for
- planning purposes in this docket. [Issue 3]
. 50. The timing and amount of FPL's need is determined
by complting‘the forecast of demand to existing and ,
: comﬁitted resources (o determine if FPL's reliability
criteria are met. (Waters, Tr. 238) For this purpose, the
maximum cost effective IGVel of demand side management
reductions is.fgken.into account. These reductions total
1,003 MW by 1997, including both residential load control
‘and interruptible rates for larger customers. (Waters, Tr.
244-245; Ex. 27, Doc. 3) When these demand side management
measures are considered together with the conservation
discussed above, the record shows ﬁhat FPL ig expected to
lave ouér 1,750 MW of totai demand side savings by 1997, and

fore has reasonably considered the ability of

Wiz



éonsetvation»tc mitigate the need for the capacity
represented by the Indiantown Project. [Issue 14]
51. FPL uses two reliability critcria to determine the
?tininq and amount of its cépacity needs: summer reserve
larginrand loss of load probability (LOLP). FPL plans its
system to maintain a minimum summer reserve margin of 15%
and a maximum LOLP of O.i days/year. (Waters, Tr. 239)
These criteria are commonly used in the utiiity industry,
and were rcvicwéd by the Commission and found reasonable for
planning purposes in the need determination proceedings for
FPL's Lauderdale Repowering and Martin Expansion projects.
(ﬁlterl, Tre 245-246;2599 Order No. 23079, p. 4; Order No.
23080, p. 4) Those reliability criteria are similarly found
to be raaionahlé for rlanning purposes in this docket.
[Issue 2] | |
52. FPL's analysis of its additional capacity need
takes into account FPL's existing generating capacity; the
515 MW of QFes which were under contract to FPL prior to the
ICL contract; the additional capacity resulting from the
repowering of Lauderdale Unit Nos. 4 and 5 in 1993 and the
addition of Martin Unit Nos. 3 and 4 in 1994 and 1995; and
the power purchases under FPL's 1982 and 1988 agreements
the Southern Companies. (Waters, Tr. 247) Through the
the TIGER reliability model, the anaiysis also takes

allability of assistance from the other




utfiiﬁl‘i with which FPL is interconnected. (Ex. 3, p. 13-
14) S Cagas '
53, EPL'iﬁinalyais shows that it reaches undesirable
 .1ovo1|‘o£ LOLP beginning in 1995, and therefore needs
additional capacity beginning in that year. (Waters, Tr. :
3‘?1“22. 27;,599' 6) The analysis shows that without any / 5
lddltionnl‘QP capacity not already under contract, FPL .
‘riﬁgircl a total of approximately 900 MW of additional
qipacity by 1996 in order to meet the 0.1 day/year
r.li;pility,tqrget. (Waters, Tr. 248) The record thus
demonstrates that PPL, as an individual utility
interconnected to the statewide grid, has a need for { .
additional capacity in 1996. [Issue 4] ‘ ”'
54. FPL's analysis then identifies the available ..
utillity construction 1lternatives to meet the capacity
need. The economic analysis of these alternatives is based .
on a series of economic assumptions and on cost parameters
 for the vatibun generating alternatives as shown on
Exhibit 27, Dﬁcumehts 4 and 5. (Waters, Tr. 245-246)
58, The economic analysis of alternatives also makes
use of FPL's May, 1989 most likely fuel forecast. (Waters,
L. 24&) This forecast, which is developed using a scenario
approach, is a 30-year projection of the price and ,
availability of fossil fuels. (Ex. 3, p. 37) The fuel

‘orecast, which is described in detail in Section III.B and




Appendix D of Exhibit 3, and summarized on Exhibit 27,
Document 2, was reviewed by the Commission and found
reasonable for planning purposes in the need determination
'Qprccucdinﬁs for P?L'g Lauderdale Repowering and Martin
Expansion projects. (Waters Tr. 245-246; see Order No.
23079, p. 6; Order No. 23080, p. 6) FPL's fuel forecast is

simlilarly found to bo'ieqsonable for planning purposes in
this docket. ([Issue 9]

56, Based on these assumptions and forecasts, FPL's
apalysls'sho?s that the most cost-effective utility
construction alternative for meeting the 900 MW need in 1996
would‘bo.the conatruction of two 768 MW integrated
gasification combined cycle (IGCC) units. (Waters, Tr.

249) Thu#,_an IGCC unit is FPL's "avéided unit" for 1996.
(Ex. 2, h. 64) As such, it is the appropriate basis for the
cost-effectiveness evaluation of the Indiantown Project.

57. The Indiantown Project is a more cost-effective
alternative for meeting a portion of FPL's 1996 capacity
need than the IGCC unit. (Waters, Tr. 252) The Indiantown
Project saves approximately $90 million (1990%) cumulative
present value of revenue requirements (CPVRR) err a thirty
year period gompared to an equivalent amount of IGCC

pacity. (Waterse, Tr. 252; Ex. 27, Doc. 8) The Indiantown
gaves approximately $73 million over a thirty

compared to an eguivalent amount of IGCC




capacity on a year-by-year value of deferral basis.

(Watets, Tr. 252; Ex. 29)

'58. The Indiantown P;ojéct is also a more cost-
 _effective altcrn&tive‘for meeting a portion of FPL's 1996
capacity need than 300 MW of standard offer capacity priéed
at 80% of the statewide avoided unit. (Waters, Tf. 254-256;
Ex. 2, p. 66-67) Although the present value of the payment
strezm for 300 MW of standard offer capacity is somewhat
less than 300 MW of capacity under the Power Sales Agreement
with ICL, a simple price comparison does not consider all
the elementi of value that must be included in a full cost-
‘offictivonesn evaluation. (;g.; Ex. 25) The Indiantown
Froject and the Power Sales Agreement with ICL provide a
huanr of substantial benefits to FPL that are simply not
availnblq to FPL unde: the standard offer contract.

(Cepero, Tr. 200-202; Waters, Tr. 254-256; Sorrentino, Tr.
60; Ex. 11; Ex. 25) These include provisions which offer
more than the typical assurancé.that the unit will be built
on time (Cepero, Tr. 173-177), that the unit will operate
relliably (Cepero, Tr. 178-180), that the unit will be
available when most needed (Cepero, Tr. 180-182), and that
the unit will minimize PPL's production costs (Cepero, Tr.
182-184). When thusc.contract provisions and other risk
cing factors are taken into account, the Indiantown

copt-effective alternative than a




éonparable amount of standard offer capacity. (Waters, Tr.
255; Ex. 25) | i
59. Even if the relative value of the ICL contract
.provisions over those contained in the standard offer
contract were not considered in assessing cost- '
affectiveniss, the record in this case demonstrates that the
: Indlantown Project is a more cost-effective alternative foz
o ‘ ilntlnq FPL's capacity needs in 1996 than the specific
| standard offer capacity potentially available to FPL. (Ex.
), ‘ ‘ S
60. 1In our Order on subscfiption issued on November 21,
1990 in Dockét No. 900004-EU, we held that the maximum
amount of standpré offer capacity to be purchased at prices
associated with the 1996 pulverized coal unit was 500 MW.
(s At (Order No. 23792, p. J) We also held that the contracts
'v'eligible under this subscription limit were Nassau Power
Corporation (435 HH)‘and Cypress Energy Project I (65 MW),
and that all other standard offer contracts were null and
void. (Order No. 23792, p. 4-5)
6). The record in this case shows that the 300 MW of
capacity to be purchased from ICL under the Power Sales
,hgreement’ia,less éostlyyfhan the equivalent amount of
" capacity ,xuh Nassau Power Corporétion, when the relative
on value of the two projects is taken into account.

value of deferral basis, ICL's contract
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is $136 million (1990$) less costly than a comparable amount

of capacity from Nassau Power, even without quantifying the
value of econqnyrpuzéhases'Which would be lost if FPL
_purchased from Nassau Power. (Ex. 31; see Waters, Tr. 264-
270)

62. The record also shows that the 65 MW of standard
offer power available from Cyéress Energy, while roughly $13
million less costly thanva comparable amount of capacity
trop_ghe Indipn:ovn Project, is not sufficient to allow FPL
to meet its reliability criteria in 1996. (Ex. 31)
Conseqguently, the Ind;antown Project is a more cost-
effective way of satisfying FPL's 1996 need than either of
the standa:d'offet contracts which might be considered as
potential alternativer. '

53. The Iﬁdiantoun Project is alsd a better alternative
for helping Eo meet FPL'§'1996 capacity needs than potential
power purchases from other third parties. (Waters, Tr. 252-
254j At the time the Power Sales Agreement was signed, FPL
had received bids under its RFP capacity solicitation and
had performed a preliminary review of such proposals. Id.
While one or more of those proposals may ultimately develop
into an attractive project for meeting a portion of FPL's
capacity needs in 1997 or later years, none of them is

tly an alternative to the Indiantown Project for

96 need. IG.
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64. The Indiantown Project will contribute 300 MW
toward the total 900 MW of capacity needed by FPL in 1996
and is an integral part of meeting FPL's necessary

_reiiabilityrlevel. (Waters, Tr. 250-251) As noted above,
‘thc Indiantown Project is the most cost alternative for
meeting the 300 MW increment of need that it is intended to
satisfy.

65. Abllﬂt ICL's contribution toward meeting FPL's
need, FPL's system reliability would degrade to unacceptable
Ye081s 1n 19964 inereaning the 1ikelihood of service
intarruptiqns. (Watgrs, Tr. 250-251; Ex. 28, revised P.

60) The ricotd thus deibnsérates that FPL has a need for
the capacity represented by the Indiantown Project [Issue
5], that there would be adverse consequences to FPL and its -

customers if the Indiantown Project is not completed in the

~approximate time frame provided in the Power Sales Agreement

[Issue 6], and that FPL has reasonably considered other
potential ilte:ﬁative supply side sources of capacity [Issue
12]).

66. FPL's need for additional capacity in 1996 is part
of a statewide need for approximately 1,060 MW of new .
capacity in/1996. (Waters, Tr. 256) The ICL unit would
represent 28% of this total planned capacity. 1Id. The 300

be provided by the ICL unit is alsoc less than the

insular Florida need of 2,058 MW by 1996 which
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remlihl_unsatisfied after all prior QFs and previously
certified cap#city additions are taken into account. [Ex.
;2;:pp’ 71-72) As a coal unit, the Indiantown Project is
;sbnqiifent with'the‘type of capacity designated as the
.tltéwide avoided unit, and will help to maintain adeguate
fuel diyersity on a Peninsular Florida basis.

I 67. The Indiantown Project is a cost-effective
alternative for meeting the Peninsular Florida capacity need
when compared to the statew.de avoided unit, a 1996
‘pulvcfized coil unit. The Indiantown Project saves
approximately $67 million on a value of deferral basis when

compared to such a unit. (Watérs, Tr. 254; Ex. 30)

CONCLUSIONS OF LAW

1. The Comml:lion has jurisdiction over the parties
and the subject matter of this docket pursuant to
‘Chapters 120 and 366, Florida Statutes, Section 403.519,
Florida Statutes, and Chapter 25-22, Florida Administrative
Code.

2. The information provided in this docket satisfies
the informational reguirements of Rule 25-22.081, Florida
Administrative Code, and is sufficient to enable the
Commission to evaluate the proposed Indiantown Project.




3. Under Section 403.519, Florida Statutes, in
. consicdering the need for a proposed electrical power plant
the Commission must take into account:

« » «the need for electric system
reliability and integrity, the need for
adequate electricity at a reasonable
cost, and whether the proposed plant is
the most cost-effective alternative
available. The commission shall also
expressly consider the conservation
measures taken by or reasonably available
to the applicant of its members which
- might mitigate the need for the proposed
~ plant and other matters within its
"~ jurisdiction which it deems relevant.

4., The Commission has previously held that a
coqcno:ation project must be measured by reference to the
needs and avoided costs of the purchasing utility. (Order 1l
No. 22341, pages 25-27) Thus, the Indiantown Project must )
be evaluated by reference to FPL's needs. 4

5. In evaluhting the need for the Indiantown,Pioject,
FPL has shown a need for 900 MW of additional capacity ir
1996 in order to maintain the reliability and integrity of
its electric system. This need remains after the
conservation measures proposed by FPL have been taken into
account. The Indiantown Project will contribute 300 MW
toward meeting that capacity need. The favorable location
of the Indiantown Project on the electric grid; the strength

perience of its sponsors; the use of a stable,

urced fuel and a proven coal-fired
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technology; and the numerous provisions of the Power Sales
Agreeﬁent which are designed to assure the timely completion
and reliable long-term operation of the facility combine to
provide reasonable assurance that the project will
contribute to the reliability and integrity of FPL's _
electric system. The first criteria of Section 403.519 is
therefore satisfied by the Indiantown Project. [Issue f]

6. 5 fﬁL has a need for 900 MW of additional capacity in
1996 in order to assist it in providing adequate electricity
to its customers. The same fuctors which demonstrate that
the Indiantown Project w111 contribute to the reliability
and integrity of FPL's electric system also demonstrate thaﬁ
it will contribute toward providing FPL with adequate
cledtribity‘to,mcot the needs of its customers. The
adequacy of the‘power to be provided by the Indiantown
Project is further supported by contractual provisions that
restrict mainterance scheduling during peak months, that
allow FPL to dispatéh‘the unit, and that provide substantial
economic incontives.for performance during peak hours,
thereby assuring that the electricity from the facility will
be available to FPL during those time periods when it is
most needed. The second criteria of Section 403.519 is
therefore satisfied bf the Indiantown Project. [Issue 8]

y 8 ¥PL's own avoided unit for 1996 is an IGCC unit.

studies show that such a unit is the most cost-




"effective utility conétruction alternative available to FPL
to meet its 1996 need. The Indiantown Project is a mére
cost-effective alternative thén that avoided unit, saving

-approximatély $90 million (1990$) on a cumulative present
valué'of revﬁnue requirements basis and saving approximately
$73 million,(lQQOS) on a year-by-year value of deferral
basis compared with an equivalent amount of IGCC capacity.
Other alternatives potentially available to FPL, such as
purchase of standard offer capacity or purchases from other
third parties, are either not cost-effective when location
and other risk factors are taken into account, or represent
projects which are not yet as well developed and defined as
the Indiﬁntown Project and thus are better suited as"
posiible alternatives to meet FPL's capacity needs in 1997
or later yearl.” The :ecord demonstrates that thé Indiantown
Project is the most cost effective alternative available to
FPL to meet the 300 MW increment of capacity need that it is

ytintendad'to sntisfy. The third criteria of Section 403.519
is therefore met by the Indiantown Project. [Issue 13)

8. FPL's power supply plan includes over 1,750 MW of
demand side reductions by 1997, including 750 MW of
reductions due to conservation programs. The 900 MW of
additional caﬁacit; required in 1996 fepresents the need
hich remaine after these cost-effective conservation and

lanagement programs are taken into account. The

e~ —



record therefore demonstrates that FPL has adequately
considered the ability of cbnservation to mitigate the need
for the additional capacity represented by the Indiantown
-Project. [Issue 14)

9. In prior need determination cases, the Commission
has considered the consistency of the individual utility's
need with the needs of Pgninsular Florida as part of its
inquiry into "other matters within its jurisdiction." The
record shows that FPL's need for capacity is part of the
lqulrvPhnlnlullr Florida need for capacity in 1996. By
contributing to meeting FPL's need on a reliable and cost-
effective basis, the Indiantown Project will contribute to

- meeting the statewide need on a similar basis. [Issue 16]

10. This Commission has also stated a policy to
encourage utiiitien'to enter into negotiated cogeneration
contracts. For example, in Order No. 12634, amending the
cogeneration rules, we stated:

[Blubject to our ability to control the
pass through of costs to ratepayers,
utilities and QFs are in a far better
position than we are to define their
mutual obligations and daily working
relationship. Therefore, we retain our
preference of individually negotiated
contracts, and continue to encourage them

whenever possible.

"Order No. 12634, page 13 (83 FPSC 10:152,
162)

'wer Sales Agreement in this case is an example of the

the Commission has sought to




encourage. Through the negotiation process, the parties

have achieved provisions wh#éh»give ICL the opportunity on a
paygfor-pet:pxnance basis to achieve revenues greater than
thoi; lvallabie under the 80% standard offer contract, but
:ltfli‘bélow full avoided cost. in exchange, FPL has
ob&,ined a project with substantial sponsors, a favorable
loéntion, and numerous contractual provisions whose value is
not easily quantifiable but which nevertheless provide
lub.tgéf}alhﬁenoflts to FPL, including assurance that the
lfacilify wlll‘ope:ate reliably qf a high level of

performance in a way that is most beneficial to FPL and its

ratepayers.

RECOMMENDATION

11. Based upon the record of this proceeding and the
findingl of fact and conclusions of law recited herein, it
is RECOMMENDED that the Florida Public Service Commission:

{a) addpt a final order holding that a need exists
for all of the coal-firea capacity represented by the
Iindiantown Project and its associated facilities (that is,
up to 330 MW) and that the project satisfies all of the

statutory regquirements of Section 403.519, Florida Statutes;

and




e

(b) transmit that final order to the Department of
Environmental Regulation as the Commission's report pursuant

to Section 403.507(2)(a), Florida Statutes.

- Entered this _ day 6f January, 1991.

MICHAEL MCK, WILSON,
"~ as Hearing Officer

x k& kX

TIE FOREGOING PROPOSED FINDINGS OF FACT, CONCLUSIONS OF
LAW AND RECOMMENDED ORDER ARE RESPECTFULLY SUBMITTED
THIE 21et DAY OF DECEMBER, 1990.

HOPPING BOYD GREEN & SAMS

B,,WD-F*%-—

Richard D. Melson

Cheryl G. Stuart

Poat Office Box 6526
Tallahassee, Florida 32314
(904) 222-7500

Attorneys for
Indiantown Cogeneration, L.P.




