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ftA'1'DIDT OF !'lIE ISSUE 

The ultimat e . i ••ue i n this proceeding is .whether ' the 

joint pet i tion of Plor ida Power, . Light Compa'ny (FPLl and 

t"diantown Cogeneration, L. P. (ICL) for an affirmative , 
determi nation of neec,. pur.uant to Section 403.519, Flor i da 

Statutes , f o r a propos ed 270-330 MW coal-fired electr·ica l 

power p lant and a ••ociat.e d facillties to be located in 

Ma r t in County , Plorida should be approved, approved with 

c ondit ions, or denied. 

At t he Pr ehear Ing 'Conference he·ld on November 27, 

the 'parti es ide.nt i fied s eventeen factual issues for 

resolution i n ' th i s proceedin~ . Those issues are 

pe91fi. cally s t ated i n t he. Prt!headng Orde·r in this 


d:ing , Orde r o. 23830, i ssued December 4, 1 990~ 
, 
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PRELIMINARY STATEMENT 

Orr August 9, 1990, FPL and ICL 1Petitioners) filed a 

j oint peti t ion for a determ!nation of need fora proposed 

electrical power plant and related facilities to be located 

1n Martin County, Florid.a , purl;i.uant to Section 403 •.519, 

Flo rida Statutes. The p r oposed facility, known as the 

Indiantown Project, will be lopated near Indiantown, Florida 

and will be owned and ope r a ted by ·ICL. The net electric.'ll 

power from the facUity will be Bold to . FPL pursuant to an 

Ag reement For The Purchase of Firm Capacity and Energy 

between Indiantown Cogene ration,L.P. and Florida Power & 

Li gh t: Company, dated May 21, 1990 and amended December 5 , 

199 0 (the "Powe r Bales Agreement " ). The proposed unit has a 

project~d i n-aetvi~e date of December 1, 1995. On Augus t 

27, 199 0 , FPL " f iled L pe.tition pur s uant to Rules 25-17.080 

through 25- 17.091, Florida Administra tive Code, seeking 

pproval of t he Powe r Sale.s Agreement. By Order J the two 

dockets were consol i dated for purposes of hearing. 

'l"he Florida Municipal Power Agency (FMPA), a .wholesale 

customer of FiiL, sought and.was granted intervention in this 

docket . ' Air Product s and Chemicals , I nc. initially sought 

interve.tlt. lon but later wi thdrew i ts r equest. At the 

r1n9 ~Jonterence held pursuant to not i ce on November 

27, 1 990. Na6SilU Power Corporation {Nassau) , a c ompany which 

~end n oxocuted standard offer pow~r sales contract 
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to PPL on June 13, .,.l 990, was gr::anted intervention inthls 

docket . At the ou t set of t 'hefinal hearing, Nassau withdrew 

i ta int e r vention. 

At the f i na l hear i ng, ICL presented the testimony of 

J OBeph P. Kearney, Pres ident. and Chief Executive OfHcer of 

IeL a nd ot P06E-Bechtel Generating Company; Stephen A. 

Bo rre nd no r Pro j e ct Development Manaqer for 'PG&E-Bechtel 

Generatln9 Company wi th overall res~~nsibility for m~nagi ng 

the developme n t of the Indiantown Project; and , J'ohn R. 

COoper , Vice Pre.s ident -- Finance of PG&E-Bechtel G~nera ~ing 

Company. FPL presented the testimony of G.R. Cepe r'o ) FPL's 

Director of Bulk Powe r MArkets, and Samuel S. Waters,: FPL's 

Manager of Powe r Supply Planning. No other party presented 

any teatimony. Petitlonera offe r e d Exhibits 2 through 18 , 

Exh i bi ts 20 through 2 5, and Exhibits 27 through 30, which 

we re r e c e ived into evidence. The Commission" Staff offered 

EXhib i t a 1 and 31, which ~ere receiv e d into evidence,. The 

Beartng Off i cer requested Late-Piled ~xhibits 19 and ,26, 

which we r e fUed a ubsequeht :to thehe;ui'ng and received i nto 

ob jection. 

The transcr~pt of t he hearing (2 volumes·) was filed on 

cember 7, 19~O. ,The pa t t ies fi l ed Propo'sed Recommended 

Ordees and/¢tPo"lt....Heariog Statements on December 21, 

1990. ,A ruling 01'1 i!Ach proposed findi ng h as been made i n 

the Aopendix attached to this Recomm@nded Or der. 
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PINDINGS OF PACT 

Based upon all of the evi~ence, the following findings 

'of tact are made l 

I. THE PARTIES 

1. FP~ 1s a public utility regulated by the 


Commission. FPL'a service area spans 35 Florida counties 


and cont a.! na approximately 27,650 square miles wi t h a 


popula tionol approximately 5.9 million.. (Ex. 2, p. 14) 


2. (a> IC~ i s a limited partnersh i p formed as the 

ve hi c l e f or PG& E-Bechtel Generat!.ng Company to construct , 

own and operat e the Indiantown Project. (Kearney, Tr. 24) 

l eL' a general pa rtners are Toyan Enterprises, a wholly-owned 

subsidiary .of PO,l!: Gell.rating Company, and Palm Power 

Cor porat ion, a whol,ly-owned s ubs idiary of Bechtel Generating 

Company . (Kearney, Tr. 24 r !x.. 4 > PG'EGenerating Cpmpany 

1s also a l imited partnet of ICL. ld. Additional limited 

partners may be admitted at a l ater date. (Ex. 2, p. 12) 

(b) 	 PG.E-Becht el Gener a ting Company is .is geheral 

G'E Gene ra ting Company and Becht'el 

Company. (Kearney, Tr . 21, 27; Ex. 4 )PG&E 


Gonerating Company 1B a subsidiar y of PGt;,E Enterprises, 


which In turn is subsidiary of Pacific Gas & Electric 


Corr,pany, the largest combined elect ric and ga s uti li ty i n 


hI!!' coun •. (Kearney, Tr. 21-22, 28) Bech t e l Generat ing 

_r....... 
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Company is a subaidlary of Bechtel Enterprises, which in 

t urn is a wholly~ownedsubsidiary o·f Bechtel Group, Inc., 
., 

one of the largest engineering, construction and development 

'oompani•• in t he world. (Kea rney" Tr. 21-22, 28}. · 

3 • .. ' FMPA 1•• generation a nd t r a ns mission utility 

supp lying electric capacity and energy to certain of its 

members In FPL' s s ervice- area through its own generation 

reaource. a neS t hrough the purchase of power. and transmission 

• • rvice. from other utilities . (FMPA Amended Petition to 

Intervene, '1) 

II. 'l'IlE INDIANTOWN PROJECT 

4 . The Indiantown .Project h a 270-330 MW, coal-fired 

cogenera t ! on tacUit; , to be located i n southwestern Martin 
. . 

County , Plori da, about th ree miles northwest of Indiantown, 

ni ne miles east of La ke Okeechobee, and approximately three 

miles s out heast of ~PL' s M.a rtin Plant •. (Sorrent i no, Tr. 50, 

69-70; Ce~ero , Tr . 170; Ex. 2, p. 18; Ex. 9) The projected 

cOlIl!IIercial opel"atlon da te for the plant is December 1, 

1995. (Kearney, Te . 25 ; Ceper o, Tr . 170) 

5. , Tbeplant site i s adjacent to the Caulkins citrus 

roce8s1ng plant , an a bandoned Florida Stee l facility, and 

vncant l and zoned for industrial use. (Sorre ntino, Tr. 50, 

69-10: EXB. 2, 10, 11) Stat e Road 710 and the CSX Railroad 

line are adjacent to the nort he rn boundary of t he site . Id. 
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6. The site for the Indiantown Pioject consists of two 

paroels of l and totaling approximately 325 acres. 

(Sorrentino, Tr . 50-51, 69-70; Ex. lQ) ~CL has exclusive 

.. t hree year options to purchase these parcelS'. Id. 

7. T~e sIte Is an excellent location for a 

c0gene ration project. It is adjacent to the pro j ect's s t eam 

custoaer a nd hAs direct access to the CSX rail system a nd 

State Road 710. (Sorrentino, Tr. 51-52) "FPL I S existing 

Martin-.Indiantown 230 kV transmission line. traverses the 

plant al te. (Sorrentino, Tr. 51-52: Cepero, Tr. 170) Load 

. f1~ studies s how that the plant can be efficiently 

integrated into the existing bulk power system by 

interecnnection ..,ith that transmiss ion line. (Ex. 2; p. 

37) No new. oef-aite translllission lines will be required. 

(Soc r entino, 'fr. 63: Hateu, Tr. 256) This reduces the 

llceuing ris k. co.pared to a facilit¥ which might require 

tran_isalon add.Hions. {Cepero, Tr. 172) The 

r .k neces.ary t o s uppor t a final interconnection 

is curcently u~derway. (SorrentinO, Tr. ~4: 

37·) 

( .Ek. 25, p . 2) 

is locate.-d close to FPL's .load center. 

of tbat locati on, i t is not expected 

ny siqnificant transmission losses. rd. 

oject'a location will signifi ca ntly 

~o FPL'B s ystem reliabi lity and in t egri ty. 
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·(Waters , Tr. 2 51) In particular, the project will have no 

negative Ulpact on FPL's ability to obta in emerger;tcy 

...i.tance frOil the utilities t'1ith "",hich it is 

-interconnected. (Waters, Tr. 251, 264-270, 272, 282-283; 

b . 25) Relative to the Martin plant site, there is no 

capacity penalty associated with the project's location. 

M.:. In other words , every 100 megawatts of capacity from 

the Indiantown Project will provide 100 megawatts of 

reliability benefit tol"PL. !!!.:. This contrasts with 

projects located i n other areas of the state, where 100 

megawat ts of capaci ty might provide as little as 

78 megawa t t s o f r e liability benefit due to impacts o~ the 

t~.nslDi s.ion . ystelJi . Id • . In addition, the integration of 

the Indi.nto~n Proj.~t will no t require FPL to curtail a ny 

othe r curre nt us~s of ita tra nsmission system. (Waters, Te. 

281-282 ) 

9 . 	 The facil i ty wi l l consist of a single pulverized 

a steam turbine genera tor, and associated 

(Sor rentino, Tr. 52-54) This is a well 

nd highly te li~bl e e lectric gen~rat ing 


techn~l:ogy. Pd.; see Cepe ro , 'lI r. 197.) 


10. T~ plant wi ll be designed to comply wi th all 

ppli cable environmental standards. (Sorrentino , Tr. 54) 

T 	 of the recently enacted Cl ean Air Act 


III havE no ~ignific4nt impac t on the 
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fac i li ty. The facility is exempt from the acid deposition 

control provl . "'()ns of these amendme.n·ts t i . e., the S02 
. ~ . 

emi••ion off.et requi r ements) because the Power Sales 

- A9 r .ement for t he facility was signed on May 21 , 1990, well 

1n advance of t he ef f ective date of the law. .(Sorrentino, · 

Tr. 81-83, Ex. l9) The more stringent limitations 

.atabllahed by the amendments for facilities located in 

-nonat t a l ruaent areaa " also will not apply to the Indiantown 

Project, 8lnce it i8 located in an area which is presently 

de.ignated a a an "attai nment area" for all pollutantJ for 

wblch national ambient air quality standards have been 

.atablished . ~ 

11. The plant will burn approximately one milli6n tons 

pe r yearot coal. (florrentino-, Tr. 62) COal will be 

obtained fr~ one or more coal 8uppliers in the Southern 

Appal.chi .ncaal region. ~ Coal is a domestiqally

8ou r ced, r eadily available tuelwith a :history of stable 

pri c i ng . (Kearney, '1'r~30; see Sorrentino, Tr .• 67) These 

fact ore reduce the potent i a l of supply interruptions and 

8~gn~t~~ant fuel pr ice increases ~ and result in a stable and 

seCUre fuel suppl y . (Sorre·ntino, Tr.67; Cepero, Tr. 172) 

12. At least 50\ of the plant's coal requirements will 

be . purcl'lased ,. under long term cont rac t s , with the remainder 

cr..in'robtain.i:! by either . long term cont racts or spot 

purch o. (Sorrentino, Tr. 62) ICL expec t s to issue a 
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request · for proposals for fuel supply during mid-1991, and 

to enter into a f irm contract prior to the financial 'closing 

for t he facllity 1n mid-1992. Id. ICL ha~ obtained 


'" 
·pre l imi nary expressions of interest from a number of 

potential r uel s uppliers, arid ICL's affiliates have recent 

experience in ooal acquisition for similar facilities. 

(Sorrentino, Tr. 62-63, 89-90) 

13. leL wUl maintain approximately a seven day fuel 


inventory In active storage, with an additional 30 days' 


supply in an eme r gency coal pile. (SoH entino, Tr. 73-74, 

87-89) The site has the physical capability of 

accollUDodating • larger coal inventory if conditions warrant 

i ncrea. i ng the ~ount of coal stored on site. (Sorrentino, 

'rr . 88-89) 

14. 'rhe p lant will use small quantities of gas or 

distillate f uel oil for ·start-up purposes. (Sorrentino, Tr. 

55 , 88-89) These f ue l s c i n a lso be used for supplemental 

fir i ng i n the ma in boi ler during periods of peak demand, and 

y -.be used in a n auxi lia ry boiler to meet ste.am 

requirements when the ma i n ·boiler is out: of service. 

(Sorr_t!ln~ino, I'r. 55, 88-89: i!x . 21 p. 36) leL ~as a letter 

-of intent with Indiantown Gas Company t o p r ovide natural gas 

wO the project for these- purposes. (Ex. 16 ) 

15. 	 Coal will be transported by the CS X Ra ilroad, which 

exlatin9 rail line adjacent to the s ite. 
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(Sorrentin.o, 'l'r. 63) ICLhas a letter of i.ntent with CSX 

Transportation for transportation of both coal and limes tone 

. t o the site , a nd for bac~haul of ash. (Sorrentino, Tr. 45, 

- 63, 100-101; Ex. 15) 

16 . FPL' . system today relies on coal-fired generation, 

excluding co.l~by-wire purchases, for- approximately 2 % o f 

its e nergy r equirements. (Waters, Tr. 284) The Indiantown 

Project and the planned purchase of Plant Scherer will 

Incr.a.e the. percentage of coal-fired generation on FPL's 

s ys t em to r oughly 8 or. 9\ in 1996. Id. Therefore., the 

purchase of coal-fired power from ICL will contribute t o 

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

2S6 , 27 1 ~ 283, Cepero, 191-198) 

17. 'l'he record demons trate,s that lCL ' s fuel selection 

a nd fue l procurement plan provi des adequolte assurance 

rega rding the ava ilability o f fU e l for the Indiantown 

Prc j ect [Issue 10] and f urther d~monstrates that the project 

wU l cont r i bute tQwa r d ",
~ 

dntainlog adequate fuel diversity 

,for. FPL's system [ Issue 11 ). 

18. IeL has certi f i ed to the Federal Energy Regul a tory 

Conuniasion (PERC) that t he p roject 'will be constructed and 

operated "qualifying facili t y " u nder the Public Utility 

nd Regulatory Policies Act of 1978 and FERC's implementing 

rC9ulat~ona. (Sorrentino, Te. 61) As a cogene ration 

c il itv. t he facility will use fuel more ef t iciently t han a 

di tit,' u 1 generali og plant. (Sorrentino, Tr . 67 ) 
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19. The steam customer for the facility is Caulkins 

Indiantown Citrus Company (Caulkin!=». (Sorrentino, Tr. 61 , 

7 11 Ex. 2, p. 33-34) The Caulkins plant produces 

- concent rates a nd extracts from the j uice of cityUS fruit s . 

I d. Caulkins u••• steam in ~n evaporation process for 

producing citrus concentrate, and in a drying process in 

which pul p . and peel a re used to create cattle feed. Id. 

20. ICL has an Agreement in Principle with Caul·kins 

under which ICL wl11 provide all of Caulkins' steam 

requirements, up to a maximum of 215,000 pounds per hour . 

(Sor r e nt ino, Tr. 61~ Ex. 13) Under the agreement Caulki ns 

will , at a lIinimum, take the amount of steam necessary for 

lCL to maintain qualifying f.ac11ity status. (E~. 13, '2 ) 

Caulkins.' current the rmal energy requirements on an 

annualized basi. are sufficient to support OF status for the 

., Indiantown Project. (Sorrentino, Tr. 84-85) Following a 

planned expansion by Caulkins, those requirements will be 

pproxima t e l y double the required OF minimum. Id. 

2J, . Cooling a nd process water for the faci1.:i ty will be 

from agri cul tural was tewater in the Taylor Creek

Nubbin Slough, lOCated approxi~.a t ely 20 miles north of the 

~rojeqt ·s~te. (Sorrentino , Tr .. 55, 64, 72) The use of t his 

water Bource has been encou raged by the South Florida Water 

anagernent District . (Sorrentino, Tr. 95 - 9 7 : Ex. 2, p. 37) 
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22. Transportation of this water from the Tayl'or Creek~ 

Nubbin Slough will require construction of an approximate 

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

- p. 31 ) Tha t buried pipeline will be installed in existing 

CSX Railroad ri;ht-of-way. Id. The use of the railroad 

right-of-way for this. purpose is contemplated by the le t ter 

of i ntent between ICL and CSX TrAnsportatioo. (Ex. 15, ~3) 

23. Ina8m~ch as no new off-site ~ransmission facilities 

are required for the ICL project (see Finding No.7), the 

record demonst r ates that ~he water pipeline is the only 

a 8sociated off~site facility required in connect i on wi th the 

project [Issue 15). 

24. The estimated total capitalized cost for the 

f acility . is approximtltely $600 million, IJr approximately 

$2,ObO per . kW. (Sorren tino, Ti'. 66.... 67) At a 5\ escalation 

rat e , this translates into approximately $505 million, or 

$ 1 , 683 p e c kW, in Janua ry 1991 dollars. (Sorrentino, Tr. 

156) The capaci ty pricing formula to FPL is fi xed by terms 

ot t he ~ower Sa l es A9reeme~t,sothat ICL bears the . 

financial a nd othe r risks associated with construction of 

the p r oject , i ncluding a l l es calation and interest rate 

risk . (Sor rentino , Tr. 66-67 , 91 1 Wa t ers , Tr. 28 &) 

25. The pro j ec t schedu l e oa lls for commercial ope r a tion 

by December. I , 1995. ( So~rentlno , Tr . 64; Cepero, Tr. 

170) '1'0 fJuppo rt this timetable, t he Site Certi fi cation 
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Applica tion ia scheduled for submission to the Flori,da 

Depa rtment of Environmental Regulation (DER ') in December , 

1" 0 ~nd con.t ruction is scheduled to begln by Ju~y, 199 2. 
" I 

- (Sorrentino, Tr. 64-65~ Ex. 12) Constr:uction. start 'cou l d 

, s ll" .. tew aonths without placing the December 1, 1995 i o

se rvice dat e i n jeopardy_ (Sorrentino, Tr. 81-82) 

26. I CL pl ans to finance the project using a 

c ombinat i on ot equity and nonrecourse project debt. 

(Coopor, fro 122, 126) ,Under Section 21. 7 of · the Power 

Sales Agreement, the project iti required to have .a min imum 

of 10' equity, and ICL currently anticipates an initial 

equity i nvestment i n the 10~l5' range, or $60 million t o $90 

mU1 ion . "Id. ICL'. parents and aff iliate·s have a proven 

track record ot aru ng1n9 financing fo,:similar types of 

projects. (Cooper, Tr. 124, 126-127) Bechtel Enterpri s es 

has arranged over $700 million of financing for five 

i ndependent power projects in which it has been a n inves tor, 

and PG,E-Bechtel Generating Company has a rranged $750 ' 

mi·llion of tinanci J\'g fo r two l a rge cogeneration projects 

. which are s.cheduled f or ol os ing within the. next two 

months. !!h 
27. PG.E-$echtel Generating Company will have ove rall 

recpona"ibil1ty ' for managing the development, construction 

d operation of t he p r oject. (Kearney, Tr . 25-26; 


orrendno, T%'. 65) PG&E-Beehtel Genera ti ng Company was 
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Inc. 

organized in 1989 to be the exclusive vehicle for 

Gas, Electric Company (PG'E) and Bechtel Group, 

(Bechtel ) to participate in the non-utility power production 

. business. (Kearney ,Tr. 21, 27) PG&E-Bechtel Generating 

Company ha. eleven projects, t~taling ~pproxirnately 1970 MW, 

in advan-:ed .tag• • of development, 'and eight additional 

proj.c t . , totaUm~ approximately 1305 MW, in earlier stages 

of development. (Kearney, Tr. 23, 28; Ex. 6) These 

projects are i n addition to 15 cogeneration projects i n 

which Bechtel ha. had a development or construction role. 

(Kea r ney, Tr. 22, 28; Ex. 5) 

28. ICL expects that Bechtel Power Company .will design 

an~ cons truct the Indiantown Project, a l though F~L'S 

requ!redapprova l of the architect/engineer has not yet been 

obtained . (Sorrent ~ no, Tr. 65; Cepe ro, Tr. 199-200) 

Pinanci ng for the plant will be a rr anged by PG&E-Becntel 

Cenerating ,Company, . and day-to-day operations will pe the 

, r esponsibllityot 
. 

PG'£: 
' 

QperatiDg Servic:=es, a subsidiary of 

PG.E En t erprises . (Sorrentino,Tr. 65-66) 

29. ICL I 8 a cces s t o the s k.ill, ' experience and resou tces 

provided by PGiE and Bechtel , each of which has substantial 

long-term ~xp~~lence i n t he e lec trical power business, 

provide confidence that the pro jec t wil l be viable, 

and- economic. (Kearney , Tr . 22 , 23, 30; Cepero, 

12, 177, 191} 
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III. THE POWER SALES AGREEMENT· 

30. The aale of capacity and energy from the Indiant own 

Project i8 governed by the term~ of the Power Sa les 

Ag r eement between ICL and FPL, executed on May 21 ., 1990. 

(Ex. 20 ) The t e rmina tion fee provisions of the Power Sa l es 

Agreement were modified by a contract 4mendment executed on 

December 5, 1 990. (Cepe ro, Tr. 162-163, Ex. 22) 

31. The Power Sales Agreement has an in'itial term of 30 

yea r .. (Cepero, 'fr . 170, Ex. 20, 53.3) The plant has a 

nomi na l net e lect r i cal output of 300 MW. (Cepero, Tr. 

170) The actual committed capacity from the plant will be 

designa ted by ICL based on pre-operationa l tests, a nd mus t 

be i n the 270 MW to ~ 30 MW r a nge, unless FPLagrees 

othe rwise. (Cepero, Tr. 170-171: Ex. 20, 55.13) 

32. The a nticipated commercial operation da t e for .t he 

"is Decembe r 1, 1995, although the Power Sales 

g r eelbent permits a cOmntercia l operation. dat; e ~s early as 

September 1 , 1995. (Ce-pero, Tr. 170; Ex. 20 51.14) 

Capacit.y payments bcgi n on t he commercial operation date. 

(Sorrentino, ~~. 115-11 6) Any e nergy available from the 

cility prior to th~ commercial -operat i on dat'e will be 

purchased by FPL ~nder the terms of the Ag r eement. (Cepero, 

Tr . 194 ; Sor r~ntino, Tr. 116; Ex. 20, S6.1 ) 
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33. The Power Sales Agreement contains a number 'of 
,. 

provisions designed to provide reasonable assurance that the 

facili t y will be completed on-time. (Cepero, Tr. 174; 

- Bolren tino, Tr . 74-75) 

,a) Fir$t, the agreement provides a se r ies of 

.ilestones desiined to maintain progress toward completion 

ot the faci l ity. These include: (i) contractual deadlines 

tor f iling the need determination application and the s i te 

certification application for the facility (S3.5.1, 4.2.2); 

(ii) construction loan closing within 36 months from the 

da t e of execution of the agreement (53.4); and (iil) start 
. I

of const ruction within 39 months from the date of execution, 

ot t he agreement (S3.4).(Cepero, Tr. 174-175) 

(b) Secon,d" the contract requires that $9 million 

of oompletion ••curi t y be furnished on the following 

schedule: (i) $1 million within l5 days f ollowing Commission 

approval of the Power Sales AgX'eement, (li) $2 million 

withi n 15 days followi ng certification of the facility under 

the Power Plant Siting Act, and (iii) $6 mfllion within 15 

da~s ~fter clooi ng of t he constructio~ loan for the 

facility. (Cepero, Tr . 177; Ex . 20, 54.1) This completion 

ecurlty is forfeited at the rate of $75 0 jOO~ for · every 

onth (and on a pro rata basis f or partia l months) that the 

~ommerci31 operation date is delayed beyond December 1, 

19!1=' , CSOr."~:olltino, Tr. 58; Ex. 20, 54.2 .1) FPL 

-17



, , 
1 J 

additionally has the right to terminate the contract in the 

event t hat the commercial operatien -date is net achieved by 

Dec_ber 1·, ,'1" 6. (Serrentine, Tr. 114; Ex. 20, S3.4:) Both 

• the Dec.Alber 1, 1995 and December '1, 199~ dates a re subject 

to delay fer up to, butne lenger than, five additional 

menths as a result ,of force majeure. (Serrentine, Tr. 11 2, 

114-115) . The Power Sales Agreement's definition of fcrc e 

ma j eure i . ve r y narrow.. and ex .cludes~ fer example , equipment 

b.r.akdown cau••d by its design, ccnstructicn, operation ,or 

maint enance, ,or otherwi8e caused by an event eriginat~ng in 

t he f acility _ (Bx. 20, 51.28) 

(c) Third, ICL must 8ubmit an integrated 

en;ineer ing, precurement and censtructien schedule, and 

.tart -up and t e.t .chedule, f or FPL's. review, and must 

submit m,onthly pr09res8 reporta te FPL until the commerci al 

ope ratien date (55.5). (Cepero, Tr. 176) 

34. The Power Sales Agreeme nt alsc centains a nu'mber of 

provisi ens intended to assure that the facility will be 

designed AS a utlUty grade plant capable of reliable, hi gh 

capacity factor ,opera ticn. These include: . ,(a) FPL has t he 

ght to approve t he selectien ,of the olrchi tect/engin,eer fer 

cility, whe must: be instructed to design and construct 

the facility te be capable ,of ,operati ng re liably with a 

capacity billing factor of at least 87' dur ing the initial 

t t) he Power Selea Agreement (S5.1) : (b ) ICL is 

-1(; 
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required to obt ain a minimum $60 million liquidated damages 

p r ovision frOIl its prime contractor to guara'ntee performance 

-levels and complet ion date '(S5.3):and (c) ICL mu,st arrange 

·to have it. lenders de.ignate an independent engineering 

~lrll to review and evaluate the design of the facility, a nd 

aU8 t u ke any changes deterl.Dined to be necessary by that 

f irm unl••• FPL concurs with ICL that such changes are . 

unnecessary (S5 .4). (Cepero, Tr. 175-177; Sorrentino, Tr . 

58) 

35. The Power Sales Agreement also contains a nU,mbe r of 

provisions designed to asaure that ~he facility will ,ope r ate 
'C 

~elidbly throu9h~ut the term of the agreement. (Cepero, Tr. 

l 2S ; Sorrent ino , Tr. 75) These include: (a) the previously 

mentioned provi.ions to aBsure that the basic facil ity 

design is sound (see '34); (b ) I CL must arrange for revi ew 

of the facility's operation a nd mainte nance plan l?y an 

indepe nl5entengtneer (subject to FPL' s app,roval) to 

determine that the plan i~effective and that it will a l low 

the faci lity to ppe rate with a capacity bill,ing f o;lctor of at 

l~ast ~7' (55.8, 5 . 9 );: (c ) an independent review of the 

'facility IS operation a nd mainl: en.ance plan ' must be perfor;ned ' 

on a periodic, on-goin9 basis {S13. l4 }; Cd) the parties mllst 

mut ua lly develop written operating procedu res to integrate 

the fa cility i nto FPL's electric system (55 .7); (e) ICL must 

.~tor into long-te rm fuel supply agreement s , with market 
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price reopene r provis ions, for at least 50% of the 

faci1i ty 's fuel r equirements (sS3.S. 2," 3.5.8); and (f) ICL 

has 8greed that the facility will be managed by PG&E-Bechtel 

. Generating Company, or one of ICL I S general partners 
I 

(121 ..10) . (Cepero, Tr. 178-1801 Sorrentino, Tr. 58-60) 

3&. The Power Sales Agreement also conta.ins a number of 

provis ions to a••ure the reliable .operationof the facility 

during times ot highest electrical demand. (CeperQ, Tr. 

180, Sorrentino, Tr. 75) These include: (a) ICL may on l y 

8chedule outages during periods approved bY :fPL (S13.11); 

(b) IeL cannot schedule a maintenance shutdown of the 

facil ity dur i ng on-peak hours in December, Janua·ry, 

February, June, July, August, or September 1 to September 15 

of any yea r ( 5 S.10~, 13.11)7 (c) the facility is subject to 

dispatch by PPL (513.6); a nd (d) as discussed below, the 
./ 

contract conta ins pay-for-performance provisions which give 

a financial incentive for high capacity factor performance 

during on-peak hours. (Cepero; Tr. 180-182; Sorrentino , Tr. 

57-S8 ) 

37. The Power Sa l es Ag r e ement a llows FPL to 

economica lly dispatch the facility, to commit and decommi t 

the . facilit~. , and to oontrol bot h the real and reactive 

power ·from the facility . (Cepero , Tr . 182-183; Sorrentino, 

Tr .. 56; Bee Waters, Tr . 268) This provis i on allows the 

Clljty to trp.ated as if it we re a n FPL unit, thus 
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crea t ing the opportunity for FPL to reduce its system 


costs. Id. 


38. In a dd i tion to minimizing transmission losses and 

~enhancin9 th~ reliability of 'FPL's system (see Finding 

No. 8) t he fac i l i t y 's location near FPL's load center a l s q 

he l ps FPL minimize its production costs by reduci ng the need 

f o r additiorral transmission facilities and by reduc i ng FPL's 

10e ae8 when compared to other sources of generation. 

(Cepero, Tr . 182) In addition, the project's location is 

helpfu l to PPL' . abilfty to use the facility for voltage 

support. ~. 

39. Under the Power Sales Agreement, capacity payments 


are on a pay-for-performance basis. The base capacity 


payment, assuming t he plant ope rates -in the 87\ to 92\ 


capacity billln; f.r t:or range, is $23,000 per MW/month ($23 


per kW/llon t h) for the first twenty years of the contract. 


(Cepero, Tr. 185-186; Sorrentino, Tr. 57; ·Ex. 20, Appendix 


A) This base payment declines by 50 \ in the twenty-fir s t 


yea r , a nd declines ann~ally thereafter. Id. 


40. If the pl ant ppe rates a.bove the 92\ capaci ty 


billing factor level , the n there is a 2 percentage point 


bonus fo r every 1 percentage point increase in capac.ity 


bUli.119 f actor up to 97\, where the capacity payments are 


c.pp~d. (Cepe ro, Tr. 187; Sorrentino, Tr. 57: Ex. · 20, 


8.6, 8.7, Append ix A~ Ex. 21) If the plant operate s below 
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the 87' capacity billing factor level, then there is a 2 

percentage point penalty for every 1 percentage point 

decrease in capacity bllling factor down: to 55\. Id. · No 

_capacity paymen t is made in any month in which the. capacity 

billing factor is leBs than 55\. Id. 

41. The calculation of the capaci ty bililing factor 

gives extra we ight to performance during on-peak hours, 

whioh are noon to 9:00 p.m. from April 1, through October 31, 

and 6:00 a. m. to lO :~ O a.m. and ~:OO p.m. to 10:00 p.m. f rom 

November 1 to March 31. (Ex. 20, 5S 1.1,2, 1. 46) , The target 

level for per formance during these hours is a 93\ capaci t y 

facto r , and on-peak performance above or below this leve l is 

given greater weight in calculation of the capac i ty ~illing 

factor. (Sorrentino , Tr. 57: Ex. 20 51.12) These 

provisions provide I CL with a signiiicantfinancial 

incenti ve t.o produce energy during the on-.peak periods when 

t he capacity and energy are of greatest value of FPL anc its 
" 

cus t ome r s . (Cepero, Tr. 187: Sor r entino, Tr. 57) 

42. Taken t oge t her , FPL's right to dispatch the 

fac i lity, the main tena nce scbeduling restrictions in the 

Power S~les Agreement , a nd t he f i.uanc.ial incentives In t hat 

greeriten:t for bl9"h ca pacity fact or on- peak performance 

provi~e reasonable assurance that the ene rgy and capaci t y 

fto~ t he Indiantown Project wi ll be available when most 

neu1ed by FPL's customers . 

-,-,
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43. Under the Power: Sales Agreement, monthly energy 

payments are based on a target .energy cost of $23.20 per 

IIWB, as adjusted quarterly from the first quarter of 1990 to 

. traokchanges 1n t he cost of coal., coal transportation, anp 

lime and ash disposal. (Cepero, Tr. 184-185; Sorrentino, 

Tr. 56, Ex. 20, 58.1, 8.3, App. 1) This base energy rate is 

premised on the cost cif fuel for the St. JonnsRiver Powe r 

Park (SJRPP) units, adjusted for a transportation 

differential to Indiantown and for ICL's expected 

consumption of lime and costs for ash disposal. (Cepero , 

Tr . 184, 213-214 )" The monthly payments are further adjus ted 

to r e flect the hourly effect of changes in the efficiency of 
. I 

the faoili ty caused by FPL dispatch. (Cepero, Tr. 1~5f 


Sorrentino, Tr.56) 


44 . Once a year /. the actual energy cost for the 

facility 1. calculated (subject to audit by FPL), and ICL 

and FPL s ilare in any difference between the actual energy 

cos t and the target energy cost. (Cepero, Tr. 187-188: Ex. 

20 , S8 .4~ 10.1 to 10.3) Ener9~ costs related to the 

produc tion of steam are lCL's sale responsibility, and a r e 

excluded from t he calcula t.ion. (Ex. 20, App. I, to.• l, 

0.3) If the actual ene r gy cost i s less than the· target, ICL 

nd FPL share 50150 in the energy cost savings. (Cepero , 

r. 188~ Sorrentino , Tr. 156-160 ) I f t he actu~l energy cost 

15 greater than the target, IeL and FPL s hate the £irst 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. 

!!:. This pi"ovision caps FPL's responsibility for energy 

-costo at 104' of the target rate. Id ~ 

45. 'l'h••• ·.nergy payment provi s ions give ICL a 

sublttantial incentiv,e to minimize the energy costs for the 

facility, and enable FPL's cust omers to share in any s avings 

achi.ved while limiting their exposure t 'o increased costs . 

(Cepero, Tr. 188, 217-218: Waters. Tr ', 285: Sorrentino, Tr. 

56, 156-160) Ex~ 20, 58.4) In the absence of sUch a spIlt 

of . aving8 provision, ICL would be entitled to all ene r gy 

co.t .avings and no savings would be available to be 

credited to FPL's customers. (Cepero, Tr. 226) FPL's 

econOllic analysis IIhows tha t the Indi ,sntown Project remains 

approximat.ly $76 million 1Il0re cost-effective than FPL's own 

voided unit even if PPL's share of the energy cost reaches 

the 104\ cap p~rmitted under the Power Sales Agreement. 

(Waters, Tr. 29 6 ) 

46. The Power Sales Agreement: also contains .. a number of 

pro,visions designed t o protect FPL in the event that the 

laciUty faila to perform. (Cepe ro, T'I:. 188-189) These 
.' . 

include: 

(a) ICL must provide $9 million completion 

curily against which FPL can draw $730, 0 00 per month as 


liQuid d d in the event the facil i t y does no t 
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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 majeure (S4.1,4.2).This monthly amount is 

_ r epres entative of what it could cos't l-'PL to make obtain 

replacement pc)wer on a short-term basis. (Cepero, Tr. 203

204) 

(b) In the event that the agreement is pr'ematurely 

termina ted, leL ia obligated to p~y FPL a termination fee 

e qua l to the cUllulative differe nce betwee n payments to I CL 

unde r the agr.ement and -FPL's ,avoided . cost for an IGCC unit, 

ca1culatedon a year-by~year value of deferral basis. 

(Ex. 20, S3~8; Ex. 22) Exhibit 23 shows that the 

t ttrmina tionfee payable in each year is equal to the 

diffe rence between t he payments to ICL under the agreement, 

a nd FPL's own avoidec.. cos t for a n IGCC unit. This 

obl ig_t icn i s .egured by (i) termination fee security in the 

f o rm ot cas h or a letter of credit which ' starts at$~3 

l11ion i n t he first year of ope ration up to a maximum of 


$50 million in t he f ifth year of operation (521.1); (ii) a 

.~ . 

fi rdt 'lien on the OF ata t us r ese rve- fund described below 

(521.2); (Hi» • 'second lien on the ma intenance reserve fund 

describec5 below ( S21.4): and ( iv) a second mortgage on the 

facility, also described be-low (S21 . 5). (Cepero, Tr. 189

193; 30r~'entlno, Tr. 59-60) Exhibit 23 shows that the total 

"ity fc·r payment of the termination fee e xceeds the 
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pulver ized 

u.ed 

liability . 

r e.erve 

or 

FPL haa 

reaer ve 

lU3-10S) 

overhaur-: 

$10 

lm!lar 

termi nation fee obligation in each year. 

shows t ha t the termination fee payable under 

Sale. Agreement is greater than th.e 

. lia bi lity which would be calculated if a sta.

coal unlt~ rather than FPL's own 

a. the basis for calculating the termination fee 

(C) ICL i. required to maintain a 

fund which atarts at $500,000 during 


of COIIIIDercial operation and increases to a 


. 11110n by the tenth year of operation (521 •. 2). 


is .vailable to ICL to take whatever action is necessary 


..intain its qualifying facility status, 


aecur i "9 a new ateam host • . (Sorrentino, Tr. 

a f irst lien on this furidasadditional security for 


payment of any termination fee liability_ 


194 - 195: Sorr entinb, Tr.59, 86, 107) 


(d) ICL is required to maintain a 

f und which atarts a t 


operation a nd i ncreases to $30 znillion in 

J 

oper~tlon (SZl . 4) . (Cepero l Tr. 190: 


The fund oan be us ed f or '


to the plant (521.4.2) , bu t can 


m111ion. M ' • .Thi s proviaion can be 


reserve fund required by ICL ' s lenders, 
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(Cepero, Tr. 190, 
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$3 mil.lion in the first ,year of 

the tenth ,year of 

So rrentino, Tr. 59, 

ma jor maintenanoe or 

never fall below 

s a Usfied by a 

including a 
I 



, . 

I 

debt service r eserve fund. Id. FPL has a second lien o~ 

such f und to s ecure all of ,IeL's obligations, iricluding ,any 

ter.ination f ee l iability, if leL' s lender,S require a 

. sial1ar fund . ll. FPLhas a first lien on the fund if a 

81ail'at fund i . not required by leL' s lenders, or when ' leL' s 

project debt 1'. f ully paid. ld. 

(e , PPL will hold a , second mortgage on the 

faoility to .ecur. all of leL's obligation to FPL, includ ing 

any teralnat lon f . eliability. (Ex. 20, 521.5) The value 

of thl . a.cond mortgage i. protected by the requirement that 

teL have a .1nimum 10' equity investment in the project 

(121. 7 )1 by a levelization form,ula which requires leL's 

equity inv••,tment to increase over time, either through 

reduction In the proj~ct debt and/or appreciation in the 

fa ir _ rket value of the tacUity (521. '6 and ' Appendix M); 

and by limits on diltributions to ICL's partners during t he 

period in which leL ma y be liable for payment of a 

t e rmination tee (521.9). (Cepero, Tr. 190-191; Sorrentino, 
, 

Tr . ,107-111) The estimated value of this second mortgage 

interest ranges Lrom a min i mum of $ 102 million in the first 

yeA r of operatlQn to ove r $ 650 mi llion by the nineteenth 

yea~ of opeDation, which i s projected to be the last yea r in 

whic,h any 'termination fee liabili ty exis ts. (Ex. 23) 

47. Taken toge-ther, the exper i ence of the sponsors of 

the lridinntown Project and the provisions of the Power Sales 

-27



• • 
,. . 


Agreement discussed above provide reasonable assurance that 

tne Ind i a ntown Project will be a reliable long-term sburce 
" of power to •••1.t 1n meeting FPL's capacity needs beg,ir,ming 

• .in 1996, . nd t hat FPL'. ratepayers will be ad-equately 

protected 1n t he event of ICL's failure to perform in 

accordance wi th the requirements of the agre~ment. (See, 

Cepero, Tr. 173, 193) 

IV• FPL' S RBED FOR POWER 

48. FPLt c.pacity planning process has three basic• 

steRs: (1) quantification of the timing and amount of 

reaourc•• n.c••••ry to maintain an adequate level of pystern 

r e l iabi l ity; (11) iden tification of available alternatives 

t o m••t the need and uetinition 0,£ an "avoided cost" basis 

against whi~h the alt,ernative can be compared, and 

(i i i ) opt i mization of the alternatives to identify a powe r 

s upply pla n that provides favorable economics while properly 

addreas ingr1sk and uncertainty . (Waters, T~. 237-236) 

49. The qUantifi ca tion of t he timing and amount of 

capac1ty~' need8 b,egi ns with the pr eparation of a forecast of 

FPLts'.• demanc;l a nd/ energy r equi r ements. .(Waters, Tr. 236) 

FPL 'presented detailed 20-year f orecas t o f customers, 

sules. 3.nd peak dema)'ld.( Ex. 3, App . Band C) This load 

t includes the impact of FPL' s conse rvation 


fort These effo r ts provide 
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approxima tely 126 '='MW of incremental demand reductions fr om 

1989 t hrough 1997, for a total of 750 MW by .l997. (&: Ex. 

3" .p. 57-62 ) This forecast shows that FPL's summer peak 

_demand is expected to grow from approximately 13,341 MW i n 

1990 t o approximately 15,421 MW by 1996. (Ex. 3, App. C, p. 

47J Ex. 27 , Doc. 1) This load for~cast was . reviewed by the 

COllud •• l on a nd found reasonable for p~anning purpo.ses in the 

n.ed de te rmination proceedings for FPL I S Lauder,d'ale 

aepowering a nd Martin E,xpansion projects. (Waters, Tr. 245

246 , aee Order No . 23079, p. 4: Order No. 23080, p. 4 ) The 

l oad forecast is s imilarly found ·to be reasonable for 

planning purpos es in this docket. [Issue 3) . 

50. The tilling and amount of FPL's need is determined 

by comparing the for ecast of demand to exist ~ ng and 

cOJlUQi tted r esourc•• l;.o determine if FPL's reliability 

cri~.ria are met • . (Waters, Tr. 238) For this purpofle, the 

maximUlll cost effective level of demand side management 

r eductions is taken into account. These reductions total 

1,003 MW by 1997, including both residential load control 

;and 'inte rruptible r a te.s fo.r la~ger customers. (Waters, ' Tr. 

244-245, Ex. 27 , Doc. 3 ) When these demand side management 

easures are consider"ed togethe r wi th the conse.rvation 

discussed above, t he record shows that FPL is expected to 

have over 1,750 UWof tota:i demand aide savings by 1997, and 

t~eretol ~ has reasonably consider~d the ability of 
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conservat i on to mitigate the need for the capacity 

represented by the Indiantown Project. [Issue 14] 

51. FPL us es two reliability cr'it l?ria to determine the 

-timing and amount of its capacity needs: summer reserve 

..rg1n and 10•• of load probability (LOLP) . . FPL plans its 

aystem to ..i nta in a minimum summer reserve margin of 15% 

and a maximum LOLP of 0.1 days/year. (Waters, 'tr. 239) 

Theae c ri teria are commonly used in tJ1e ut'ility industry, 

and were reviewed by the Commission and f()und l'easonable for 

planning purpoaea in the need determination proceedings for 

FPL · s Lauderdale Repowering and Martin Expansion projects. 

(Water., Tr. 245-246: .8.e Order No. 23079, p. 4; Order No. 

23080, p. 4 ) Those reliabil.ity criteria are similarly found 

to be rea.ou.ble tor J .1ann1n9 . purpose.a in this docket. 

( I.sue 2) 

5 2. FPL's ana lysis of its additional capacity need 

t akes into account FPL' S existing generating capacity; the 

SIS KW of OFs whIch we re under contract to FPL prior to the 

lOr.. contract: the add i tional capacity resulting from the 

repower!n9 of Lauderdale unit Nos . 4 and 5 in 1993 and the 

addition of Martin Dnlt Nos . 3 and 4 in 1994 and 1995i and 

t.he power purchases under FPL's 1 982 and 198B agreements 

_ith the Southern Companies. (Waters, Tr. 247) Through the 

use of the TIGER reliabili ty model, the ana lysis also takes 

o 4caount the availabil ity of assistance f rom the other 
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utiliUe& ,>with;:: which PPL is interconnected. (Ex. 3, p. 13

14) 

53. FPL'. analya iashows that it reaches undesirable 

. levels of LOLP beginning in 1995, and therefor,e needs 

additional capAoi ty beginning in that year. (Waters, Tr " 

248, Ex. 27, Doc. 6)Th. analysis shows that without any 

adcUt l onal OF capacity not already under contract, FPL 

,.qui'r.s a total of approximately 900 MW of addi tiona! 

oapacity by 1996 1n order to meet the 0.1 day/year 

rel'iabili ty target. (Watera, '1'r. 248) , The record thus 

demonstrates tha t FPL, 8S a n individual utility 

interconnected to the atatewide grid, has a need for 

add itional capacity in 1996. [Issue 4) 

54. FPL's a nalyais then identifies the available 


utU'lty const ruction .lltetnathes to meet 'the capacity 


n.ed. The economio analysis of ,these alternatives is based 


on •••r ies of ec.>nomlc assumptions and on cost parameters 


f or t he va rious generating alternatives .as shown on 


Exh i bit 27, Documents 4 and 5. (Waters, Tr. 245-246) 


55 , The economic analysis 'of a lternatives also makes 

ot - FPL ' s ~ May, 1 989 mos t likely fuel forepast.(Water s , 

'1'1". 244) T~is forecast , which i s developed using a scenar io · 

loa 30..yea r project i on of the price and 

vellabl!ity ' of foss i l f uels. (Ex . 3 , p. 37) The fuel 

b described in detail in Section III.B and 
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Appendix D of Exhibit 3, and summarized on E1Chibit 27, 

Document 2, was revi ewed by the Commission and found 

r e.sonable for plAnning purposes in the need determination 

_proce.d i ngs f or PPL t s Lauderdale Repowering and Martin 

Expansion p rojects. (Waters Tr. 24S-246; see Order No. 

23079, p . 6; Order No. 23080, p. 6) FPL's fuel forecast is 

s imi l ar ly found to ber.asonable for planning purposes in 

tbis docket. [t.sue 9] 

56. B • • ed on these assumptions and fore~asts, FPL's 

. naf y.1s show. that the lIlostcost-effective utility 

cons truction alternative for meeting the 900 MW need in 1996 

would be the construction of two 768 MW inte9rated 

g8a1fioation combined cycle (IGCC)' units ~ (Waters, Tr. 

2. 9 ) Thus, an IGCC unit 1sFPL's "avoided uni.t" for 1996. 

( Ex . 2, p. 64) As Buch, it is the appropriate basis f~r the 

cost-effectiveness evaluation of the Indiarttown Project • . 

57. The" Indiantown Projec t is a more cost-effect'ivp. 

alter nati ve 1!or mee ting a portion of FPL' B 1996 capac.ity 

need t ha n t he rdee unit~ (Waters, Tr. 252) The Indiantown 

~rojo.ctBaves app.rox i ma tely $9 0 mil li on (1990$) cumulative 

requi r eme·nt s (CPVRR) over a thirty 

an equ i va l en t amount of Iecc 

c}Jtpacity. (Wat.ers, Tr . 252; Ex. 27, Doc. 8) The Indiantown 

. f! ves approxima tely $73 mi llion over a thirty 

rJod ~hon compared to an equivalent amount of rGCC 
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capacity on a year-by-yearvalue o.f 

(Waters, Tr. 252; Ex. 29) 

58 . The Indiantown Project is also a 

. effective a lternative for meeting a 

capaci ty need t han 300 MW 

a t 80' of the sta tewide avoided unit. 

Ex. 2, p. 66-67) 

s trelJll for 300 JOf of standard offer capacity is somewhat 

lesa than 300 JIW of capacity under 

with leL,a s impl e price comparison does 

the e l ements of value thatmuat be included in a 

ef f ectiveness evaluation. (Id.; Ex. 

Project and t he Power Sale3 Agreement with 

numbe r of substantial benefits to FPL 

availa ble to f'PL unde !. the standard offe r 

(Cepero, Tr. 200-202; Waters, 'I'r. 

6 0~ Ex. 11 , ~ . 25 ) These lnc1ude provisions 

more than . the typical a s surance 

on ti (Cepe ro, Tr. 113-177), tha t 

reli.ably {Cepero, 'l'r. 178-180), t ha t 

ayaila~le when most needed (Cepero, 

the unit .will minimize FPL's production costs 

182-18'4). When tht'!se 

reduci~9 f3ctors are taken into account, 

o;eot i ore cost-effective alternative 

'deferral basis. 

more cost-

portion of 'FPL's 1996 

of standard offer capacity price d 

(Waters, Tr. 254-256; 

Although the present value of the payment 

the Power Sales Agreemen t 

not' consider all 

full cost:

25) The Indiantown 

IeL provide a 

that are simply not 

contract. 

254:-256: Sorrentino, Tr . 

which offer 

that the unit will be bu H t 

the unit will operate 

the unit will be 

Tr. 180-182), and that 

(Cepero, Tr . 

contract provisions and other risk 

the Indiantown 

than a 
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comparable amount of standard offer capacity. (Waters, Tr. 

25 5~ Ex. 25) 

59. Even 1f the re1at J,.ve value of the ICL contrac;:t 

.prov1s i ons over t hose contained in the standard offer . 

cont r a c t were not considered in assessing cost

.t t.ctiv.n ~•• , the .t'ecord in this ca'se demonstrates that the 

Indiantown Project 1s a more cost-effective alternative f Or 

...t1ng FPL'a capac i ty needs in 1996 than the specific 

atanda rd otte r capac ity potentially availa ble to FPL. (Ex . 

31 ) 

60. In our Order on Subscription issued on Novern!;.ler 21, 

1990 in Docket No. 900004-EU, we held that· the maximum' 

amount of standard offer capacity t.O be purchased at price s 

as.ociated with the 1 9 96 pulverized coal unit was 5·00 , MW. 

(Or der No. 23792, p. J ) We also held that the contracts 

eligible under this subscription :llmlt were Nassau Power 

corporation ( 435 MW) and Cypress Energy Proj,ct I (65 MW) , 

and that all .other sta ndard offer contracts were null and 

void: , (Order No. 23792, p. 4":5) 
,~ 

~~. The record in this case s~ows t hat the 300 ~W of 

capaoity to be purchased f rom IeL under the Power Sales 

. Agreement is les8 costly than the equivalent amount of 

capacity irottl Nl!IIssau Power Corporation, when t~e relative 

of the two projects is taken into account. 

XG. 25, 31) On e value of defer ral bas is, leL'a contrac t 
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is $136 mill ion (1990$) less costly than a comparable 'Clrnount . 

of capaci ty fr01!l Nassau ~ower, even without quantifying the 

value' of economy purchases which would be lost if FPL 

.purchased f rom Nassau Power. (Ex. 31;, see' Waters, Tr. 264

270) 

62 . The record also shows that . the 6S MW of standard 

offer power available trom Cypress Energy, whjle roughly $13 

.111100 l ess co. t ly than . a comparable amount of capacity 

from the Indiantown Project, is notsufficie":t to allow FPL 

to meet its reliability criteria in 1996. (Ex. 3l} 

Con.equently, the Indiantown Project is arnou cost

effective way of . atisfying FPL's 1996 need than either of 

the atandard ofter contracta which might be considel'ed ~s 

pOtentia l alte rnativec. 

63. The Indiantown Project 18alao a better alternative 

tor he lping to .eat PPL·. 1,996 capaci,ty needs than potential 

pOwer purchaaesfrom other thlrd parties. (Waters, Tr. ?52

254) At t .he time the Power Sales Agreement was signed, FPL 

hadn:ce i ved bi ds under its RFP capacity solicitation 'and 
r 

d' pettormed a prel imi na r y r evi ew.of s uch proposals. Id . 

.While' one or more of those proposals may ultImately develop 

into · an 'attratt lve project f or mee ting a portion of FPL's 

caoacl ~y,' needs 1.n 1997 or l a l er years , none of them is 

currently an al ter native t o the I ndiantown Pr oject for 

.Lng ttl~ 1'996 need. lei. 
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64. 'l'he lndlantown Project will contribute 300 MW 


toward t he total 900 MW of capacity needed by FPL in 1996 


and .1. an ~nt.9ralpart of meeting FPL's necessary 


.reliabili t y level. (Waters, 'l'r. 250-251) As noted above, 

t h. Indiant own Projr.ct is the most cost a lternative for 

. eeting the 300 MW increment of need that it is intended to 

, s a tisty. 

65 . Absent leL ' • contribution toward meeting FPL's 

need, FPL's system r eliability would degrade to unacceptabl e 

levels in 1996 , increasing the likelihood of service 

interruptions. ' (Waters, Tr. 250-251: Ex .. 28, revised p. 

60) The record thus demonstrates that FPL has a need for 

the capacity repr ••ented by the Indiantown Project [Issue 

5 ), t ha t there would be adverse consequences to FPL and its 

cus tomers i t the Indiantown project i s not completed in t he 

approximate t ime frame provided in the Power Sa,les Agreement 

( 1 ...ue 6], and that FPL has reasonably ' co~side ,red' ot;her 

potential alterna tive s upply side sources of capacity [Is9ue 

121. 

66. FPLts need fo r additional capacity in 1996 is part 

of a: ~ tatewide need for ,approximately 1,060 MW of new 
, " capC;lcity in 19,96. (Waters , Tr . 25 6 ) The IeL unit WOUld, 

' represent 28\ of this total planned capaci ty. ld. The 300 

to be provided by the IeL unit is also less than the 

tive Pe'l \n~ular Florida need of 2,058 'MW by 1996 wh i ch 
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remains unsatisfied after all prior OFs and previously 

cert if ied capacity additions are taken into account. (Ex. 

2, pp. 71-72 ) As a coal unit, the Indi,antown Project is 

. consistent wi th the type of capacity designated as the 

.tat.wide avoided unit, and will help to maintain adequate 

fuel diversity on a Peninsular Florida basis. 

67 . The Indiantown Projf:ct is a cost-effective 

al'ternative for meeting the ?eninsular Florida capacity need 

"hen cOlipared to the .• t.tew~de avoided unit, a 1996 

pulve rized coal unit. The Indiantow~ Project saves 

approximate ly $67 million on a value of deferral basis when 

compar ed to such a unit. (Waters, Tr. 254; Ex. 30) 

£ONCLOSIONS OF LAW 

1. The Commi••ion h.s jurisdiction over the parties 

and the subject matter of this docket pursuant to 

Chapters 120 a nd 366, Florida Statutes, Section 403.519, 

Flor i da Statutes, a nd ~hapter 25-22, Florida Administrati ve 

Code. 

2 ~:' The information provided in this docket aatisHes 

the'~informational r equi rements of Rule 25-22·.081, Florida 
, 

dminlS,traHve Code , ana is s uffi ci en t to enable the 

. Commission to evallJate the proposed Indiantown Project . 

1) 
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3. Under Section 403.519, Florida Statutes, in 

con.i~erlng the need for a prop~sed electrical power plant 

the Commission aust take into account: 

• •• t he need for electric system 
rel i abi lity and int.grity, the need for 
adequate electricity at a reasonable 
cost, and whether the proposed plant is 
the .ost cost-.ffectiv. alternative 
avai lable. The commission shall also 
expr.ssly conaider the conservation 
••••ur.. t .ken by or reasonably available 
to the applicant of its mp.mbers which 
.19ht .lt19ate the need for the proposed 
plant .nd other aattera within its 
jur i .diction which it deema relevant. 

4 '. ' The COllllission has previously held that a 

cog.neration project must be measured by reference to the 

needs and .voided cos ts of the purchasing utility. (Order 

No. 22341 , PAges 25-27) Thus, the Indiant,own Project mus't 

be evaluated by refere-nce to FPLls needs. 

S. ' In evaluating the need for the Indiantown Project, 

FPL h•• s hown a need for 900 HW of addi tional capaci ty ir; 

1 996 in c;>rde-r to mainta in the r eliab~ lity and integrity of 

l 'tselec tr1caystem. Thia need remains after the 

conse rva tion measures p roposed by FPL have been taken into 

account'. ; The Indiantown Projec t wi P contr ibute 300 MW 

toward"meetinQ Ithat capacity nf!ed. The f avorable location 

of t he IndiantOWn Projec t on the electric g r id : the strength 

ncS experience of its sponsors; the use of a stable, 

ourccd f uel and a proven coal-f ired 
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technology; and the numerous provisions of the Power Sales 

Agreement which are designed to assur-e the timely com~let ion 

a nd rellable l ong-term operation of the facility combine to 

. provide reasonable assurance that t~e project will 

contr i but e t o the reliability and integrity 'of FPL's 

electr i c ayatell. The first criteda of Section 403.519 i s 

t herefore aatisfied by the Indiantown Projec~. [Issue 7) 

6. PPL ha a a need for 900 MW of additional capacity in 

1996 in order to assist it in providing adequate electrici ty 

to ita customers'. The same factors which demonstrate tha t 

the Indiantown Project w11l .contribute to the reliability 

and Integ~ity of FPL's ele~tric s¥stem also demonstrate t hat 

it w1l1 cont r ibute toward providing · FPL with ' adequate, 

electrl~ity to lIee t the need~ of its customers. The 

adequacy of the power to be provided by the Indiantown 

Pr ojec t i. f ur ther au'pported by eontractual provisions tha t 

restr i ct maint."ance scheduling duri,ng peak months, that 

al low FPL to dispatch the unit, and that provide substantial 

economic incentives tor performance during peak hours), 

thereby a~surin9 t ha t the electricity from the facility will 

be available to FPL du ri ng those time per iods when it is 

most needed. The second crite ria of Section 403.519i8 

therefor tlsfied by the I ndiantown Project. [Issue B] 

7. l"PL's own avoided unit for 1996 is an IGCC uni t. 

PL'o stl!di s how that such a unit is t he most cost..: 
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. effective utility construction .alternative avai:able to FPL 

to meet i .ts 1996 need. The Indiantown Project is a Olore 

cost-effective alternative than that a~oided unit, saving 

.approxima tely $90 million .(1990$) on a cumulative present 

va l ue of revenue r equirements basis and saving ~~proximately 

$73 million (1 990$) on a year~by-year value of deferral 

basis compared with lin equivalent amount of IGCC capacity_ 

Other alterna tivea potentially available to F~PL, such as 

purchase of a tandardoffer capacity or purchases from othe r 

third partiea , are either not cost-effective , when location 

and other riak factors are taken into account, or represent 

projects whi~h are not yet as well developed and defined as 

the Indiantown Project and thus are better suited as 

possible alternatives to meet FPL's capacity needs in 1997 

or l a ter yeara. The :ecord demonstratestha~ the Indiantown 

Pro j ect is the most cos t effeetiv.e alternative available t o 

FPL to meet t he 300 HW increment of capacity need tha~ it is 

i nte nded t o satisfy. The third criteria of Section 403.519 

18 t herefore · met by the Indiantown Project. [Issue 13] 

8. L FPL ' s power suppl y p l a n includes over 1,750 Mw o f 


dmnandIHd~' reductions by 199 7, i n.cluding 750 MW of 


reductions dUe to conse rva t i on p rograms. The ~OO MW of 


dditional c c i t y requiied in 1996 repr esents the need 

which remains after these cost-effective conservation and 

oClllano aide management prog r ams are taken in to account. The 
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record the refore demonstrates that FPL has adequately 

considered the ab.ility of cons'ervation to mitigate the need 

for t he additional capacity r:epreserited by the Indiantown 

. Project . [I.sue 14) 

~. In prior need determination cases, the Commission 

bail conaide red the consistency of the individual ut ility's 

need with the needs of Peninsular Florida as pal't of its 

inqui ry lnt o "other lDatte~8 wi thin i'ts jUt isdictlon." The 

record abows that PPL'. need for capacity is part of the ' 

larger Peninsular Florida need for capacity in 1996. By 

contributing to meeting FPL's need on a reliable and cost

e f fective basis, the Indiantown Project will contribute to 

meeting the statewide need on a similar basis. (Issue 161 

10. Thi s Commission has also stated a . policy to 

encourag_ utili~ieli to enter into negotiated cogeneration 

contracts. Foresample, in Order No. 12634, amending the 

cogeneration rul•• , we atated : 

'(S)ubject to our ability to control the 
pass through of costs to ratepayers, 
ut ilities and OFs ar·e in a far better 
pos i tion th·an we are t o define their 
mutual obllga tion& and daily working
relationahip_ Therefor e , we r e tain our 
preference of 1 nd i vi aually negotiated 
contracts , and cont i nue to encourage them 
whenever possible . 

. OrcSer No. i 2634, page 13 ( 53 FPSC 10:152, 
162) 

The Powet Sales Agreement in this case i s an example of the 

type of contract that the Commission has sought to 
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encour age. Through tt\e negotiation process, the parties 

have achieved provisions which give ICL the oppor,tuni ty on ~ 

pay-for-performance basis to achieve revenue~ greater t~an 

•. thoae available under ~the 80\ standard offer contract, but 

8till"'~elow f ul l avoi ded cost. In exchange, FPL has 

obtained a project with substantial sponsors" a f avorable 

l ocat i on, and numerous contractual provisions whose value is 

noteaaily quant i fiable but which nevertheless provide 

8ubstantial beneUta to P'PL, including assurance t 'hat the 

faeility w i l~ operate reliably at a high level of 

perforaanee in a way that is most beneficial toFPL and i ts 

ratepayer• • ,. 

RECOIOIBHDATION 

11. Based upon the record of this proceeding and the 

findi ngs of f'aet and conclusion8 of law recited herei~ , it 

is RECOMMENDED that the Florida Publi!= Service Commiesicm: 

(a ) adopt a final order ' holding that a need existf\ 

for a ll of the coa l -fired capacity represented by the 

Indiantown Project a nd its associated facilities (that is, 

up to 330 MW) and t ha t the project satisfies all of the 

nts ot Sect i on 40 3.519, Florida Statutes~sta~utofY requir 

nd 
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.1' "' . It, 
4 ' 

4!. ' ). 

(b) transmit that final order to the Department of 

Environmental Regulation as the Commissl'on' s report pU,rsuant 

to Sec t i on 403.5.0"1 (2)(a), Florida Statutes. 

Ent.r.~ t bl. _____ day of January, 1991. 

MICHAEL McK~-WIL-SON, . 
as Hearing Officer 

TilE FOREGOI NG PROPOSED FINDINGS OF FACT, CONCLUSIONS OF 
LAW AND RECOMMENDED ORDER ARE RESPECTFULLY SUB~ITTED 
THIS 21s t DAY OF DECEMBER, 1990. 

HOPP:ING BOYD GREEN" SAMS 

By: J2-.:iz' D.~ 
RIchard D. Meison 
Cheryl G. Stuart 
Post Office Box 6526 I 

TallahaB9~e. Florida ~2314 
(904) 222-7500 

Attor neYB for 
I ndiantown Cogeneration, L.P. 
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