MEMORANDUM

NOVEMBER 3, 1997

400600

TO: DIVISION OF RECORDS AND REPORTING P
FROM: DIVISION OF LEGAL SERVICES {PAUGH]d()
RE: UNDOCKETED - FLORIDA ELECTRICAL POWER PLANT SITING ACT

AND MERCHANT PLANTS

Please insert the attached document from Constellation Power
Development, Inc. into the record of the above matter,
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Constellation Power

Development, Inc.

250 West Pratt Strect

Baltimore, Maryland 21042

Fax Cover Sheet

DATE: Oclobar 22, 1097 TIME: 250 PM

TO: Lestla J. Paugh PHONE:

EPSC FAX: P04-413.000 G1 T Y-

FROM: R L (Rick) Wolfinger PHONE:  (410) 783-2880
FAX: (410) TB3-3810

RE: November 7, 1997 Workshop

cC:

Numbar of pages including covershest: 4 | [
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Oatober 22, 1997

Ms. Blaacs 8. Bgyo

Director, Division of Recards and Reporting
Florida Peblic Service Commisgion

2540 Shumard Ouk Boulevard
Tallzhaszes, Florida 32399-0050

RE: Florida Electric Power Plact Siting
Act end Merchant Plents
Undocksted Workshop - November 7, 1997

Decar My, Beyo:

Coumsllation Power Development, lac. is an independent power prodocer with 26 plants in the United
States and aa active development program. We bave boen active ia the Fiorida market for several years
and barve located severnl potential marchant porwer plast wites in Florida

Ouwr gompany s actively parmiting & 700 MW merchant plant in California and has mesivad & Notice
of litent waiver (in casence, waiving 8 “heed” datormination) from the Califorris Energy Commission
The project, called the High Desert Power Project, bas submitted gn Application for Certification with
s Califrnia Commission under a statutory schewe thet s similar to e requirsments of the Power
Plant Siting Act Information on this project is availabls by contacting www.HighDesertPower.com
and, through & link to the CEC, you may access the rogulations required for siting a Californis power
plant

Constellation Power Development, Inc. Is well versed is (he merchast power plant macket sod the
deregulation of electric power. We belicve that allowing merchant plasts to procoed through the Power
Plant Siting Ast need daterminstion process without proferring slgned PPA's (becaase signed PPA's ars
incompatible with the earfy stages of herchant plant development) will promots lower cost electricary
nd is in the best interost of the electric consumer and the Stato as a whole,. We request that we be

added to the Commission Workshop asd be provided time to sddress e Commission on November 7,
1997.

L. Wolfinger
Vico Presiden:

Lealic J. Paugh, Esq,. - FPSC
Schef Wright - Landors & Parsons

@oozs011
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JAN 2 & 1897
RECEIVED I DOCKETS
I che Mt o ) _
Desert Power Project LLC
Request for Jurisdictional ) DocketNo. 97 S1T - |
Determination )
)

PETITION TO GENERAL COUNSEL OF THE
CALIFORNIA ENERGY COMMISSION

For Interpretation and Clarification

of
‘California Public Resources Code, Section 25540.6

Pursuant to 20 CCR. 1231

Jenuary 24, 1996 Counsel for
High Desert Power Project LLC

Allan J. Thompson

. #& Embarcadero Center, F1 17
San Francisco, CA 94111
(415) 7742928
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TO THE GENERAL COUNSEL
CALIFORNIA ENERGY COMMISSION:

Petition for Jurisdictional Determination
Hﬁmmmuﬂmwmﬂm the California
Energy Commission (“Commission™) make a jurisdictional determination regarding an
excmption from the requirement to file a Notice of Intention (“NOI™) for construction of a
powerplant in Californis. mmhmmmﬁmdmm
Code of Regulstions, Section 1231.

HDPP, by this request, secks clarification of the applicability of certain NOI

excmptions contained in California Public Resources Code, Section 23540.6, HDPP

belisves this code section offérs an exemption to the proposed High Desert Powerplant 1o
be constructed on the abandoned George Alr Force base, located near the city of

Victorville, in San Bernardino County, as the powerplant resulted from negotistions
demonstrating its need.

L
PETITIONER

Petitioner is a Limited Liability Corporation
WMHM:ﬂmm

" Inland Energy, Inc.
JMIWMMTM
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STATEMENT OF FACTS

A Initisl Negotiations

Inland Energy, Inc. commenced the development of the High Desert Power
Project, & natural gas fired powerplant, spproximately throe years ago when it determined
that there was a growing need for peaking cepacity 1o serve various municipel cities in
Southern California. This perception was confirmed through negotiations with various -
Southern California cities. Inland, together with a previous partner, was in the process of
determining the optimum powerplant size and exact location for the facility, when utility
deregulation and restructuring of the utility industry in California clouded the purchasing
environment for the output from the proposed facility.

B. 1994 Electricity Report
utilities in the state in the 1994 Electricity Report. Although this Commission will sooa
issue its 1996 Electricity Report, and update utility resources and requirements, HDPP
belicves that the requirements forecast in the 1994 Electricity Repont have not changed
appreciably over the past two years, and the requirements may have increased due 10 the
cancellation of some of the Bienniel Resource PlanUpdate capacity. In the 1994 rcport,
the Commission evaluated the requirements of small public power utilities and concluded
that a reasonable level of public power additions would be 1,788 MW in 1998 and 2,647
MW in 2001 (ER 94, Table 9-5, p. 128). Although these requirements are for all public
power utilities across the state, the conclusions confirmed Inland's decision to develop the
High Desert Power Project to serve municipal electric generating requirements.

C.  Decegulation
On May 20, 1994 ths California Public utilities Commission (“"CPUC™)
launched California toward an increasingly competitive electric energy caviroament with

the issuance of s proposed plan for deregulation. Since thar tima the CPUC, this
Commission, the state legisiature and various stakeholders have worked diligently toward

3=




competition, ?iglﬁv‘is!ﬂl-%?-&li
purchases by the state’s investor-owned utilities, and posaibly the municipal utilities.

Ouoe of the implications of this arrangement is that, for the most
uﬂilli%i!ﬁ&ﬁiﬂnf%!!?
location with the power produced by that plant being sold into the Power Exchange for
Egg However, the High Desert faclliry will be constructed

in California, thereby decreasing the state’s dependence on out-of-state energy and easing
transmission constraints into California Whils deregulation offers a wider market for sale
of power plant output, & greater uncertainty exists dus to the svailability of power from
toe Western ULS. grid to satisfy the California customer requirements.
D. Coondination With Local Interests,

During the development process for this fucility it became apparent to the
local communities that the FHigh Desert Power Project could act &5 an sid to local
redevelopment efforts. The City of Victorville requested that the facility be located on
Goorge Air Force Base, one of the military bases scheduled for closure under the Base
Closure Act. The pioject developers have agreed to this change and contioue to work
closely with the local communities to make sure that the project meets Jocal land usc

Querent Negotiations,

In order to advance the High Desent Power Project, and gain expertise in
utility purchase requirements, [nland associsted Constellation Epergy, an affiliate of
Baltimore Gas & Electric Company.

HDPP continues to have negotiations with various municipal utilitics that
continue to have electric generation requirements. Additionally, HDPP anticipates
offering energy to all California utilities through the Power Exchange, once that
purchasing entity is in existence. While the municipal utilities that require electric
generation have not yet declared that they will purchase their requirements through the
Power Exchange, HDPP belicves that the proposed High Desert Pdwer Project can fulfill
these requirements in & competitive environment. The powerplant, as originally conceived

during negotiations with the Southern California cities, has been refined through these
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m
THE HIGH DESERT POWERPLANT

In response to the negotiations with the municipal cities, Inland developed the
concept for a low-price, natural gas-fired powerplant that could offer electric energy mt
competitive prices (See attached affidavit of Andrew C, Welch). With deregulation and
the introduction of the Power Exohange to purchase esergy for all investor-owned (and
possitly municipal) utilities, Inland, together with Constellation, refined the powerplant
coacept to be a 700 MW, natural gas-fired facility, 1o be located oa the sbandoned George
Alr Foroe base in San Bernardino County. If the Commission approves the jurisdictional
determination herein sought, HDPP will finalize the development of information required
for an Application for Cerification (“AFC™).

v
STATUTE TO BE INTERPRETED

Public Resources Code, Section 28540.6. m-:m-m::

“a) Notwithstanding any other provision of law,

no notice of intent is required...for sy of the following:
(1) A thermal powerplant which is the result of

a competitive solicitation or negotiation...and will
employ natural-gas fired technology.”

-

V.
- INTERPRETATION DESIRED

Prior 1o the continuation of efforts to develop the information required for
an AFC, HDP would [ike assuranoes that its interpretation of Public Resources Code
25540.6 (a) (1) is consistent with this Commission’s interpretation, given the facts of the
High Desert Power Project. HDPP seeks assurances that the High Desert Power Project
will qualify for an exemption, and not require an NOI to be filed prior 1o aa AFC.

4-’#
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The High Desart Power Project is the direct result of negotiations with
various municipal utilities in Southern California, the City of Victorville and the
anticipated needs of the Power Exchange. The plant concept was developed to meet this
particular need, and while deregulation may offer & wider market, current negotiations
confirm the coatinuing need for the power to be produced by this facility,

VL
ACTION DESIRED

HDPP requests the Commission make a determination that the High Desert Power
Project is a result of negotiation, and that no NOI'will be required prior to the
consideration of an AFC for this project.

VL -
COMMISSION'S AUTHORITY

The Commission’s authority to make the rufing requested herein is found at 20
California Code of Regulagions, Section 1231, This provision gives the Commission the
power to make a jurisdictional determination regarding a proposed site and related faciliry.
As the High Desert Power Project is & proposed facility at a proposed site, the
Commission has the suthority to make the ruling requested. .

VIL *
INTERESTED PARTIES

1. SanDiego Gas & Electric Company
101 Ash Strest
San Diego, CA 92112

2. Southern California Edison Company
2244 Walmit Grove Avenuc

Rosemead, CA 91770

3. Pecific Gas & Electric Company
: T7 Beals Stremt
San Francisco, CA. 54106
=
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Jan 23 '97 15119 P.02/02

" Undar pacsiy of pacry, th esdersigaed bereby doctre that the soceec
 petition are true end coTTect 1o T bt of o kmorwiedge. e i
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Datad: 1|24 |99
Datert Power Lic
Dated 4 | av [T

Alles 1.
Crameal to High Desart Power Projess IEC
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Afdavit of
Andrew C. Welch .

The undersigned, Andrew C, Walch, EEEHEEE&E
development of the High Dasart Power Project for over two years, first as 23 employee of
Diamond Eaecgy, Inc. aad cumreatly 83 &3 independent contractor to the project. In my
duties aod respoasibiities during that time I have first hand knowledge of the development
of the High Desert Powsr Project, sod heroby attest to the following: A

E%ﬂﬂ&ii%!iﬁni.ﬂig
conosived to sell wholesale power to the Soutbern Califorsia Publio Power Authoritics
(nown collectively &3 “SCFPA”), sad would beasfit the mentbor cities by lesssaing the
cost of purchased slectric energy. To fifill this purpose, The project pewdsl L be located
in & plece that would allow delivery of power through the Southern California Edisco
(“SCE™) transmission system to the cxmicipal mililes. The sits also bad to bave socess to
ilﬂl‘%l—qﬂluﬁ&-ﬂ-inﬂl#g
These fictors all led to the selection of the Victor Villey.

Starting in 1994, tha project propooeats initisted discussions with the pumicipal utilitie in
the Southern CaEfornia, with the goal of arriving at & murually scceptable power purchase
grrangements for the plant’s output. The plant was initally concaived as & combined cyde
that would opersts in & thue load mode. This pisn was altered after discussions with the
utilities revealed that they had & need for peaking power rather, than base losd power

This need exists primarily dua to purchase obligations extered duto proviously by those
utilities, a3 well a3 the high cost of pesking power. qfﬂnluqiburuﬁlmm

peciods was so bigh that it was apperent the market required additional resources to

Whils pegotiztions were ko progress, it became clear that the State of Califbrmia was going
Iiﬁﬁlnllﬂlhn?fﬁﬁgﬂir%ﬂilﬁi
purchasers were prepared act while that restructiring debets was occurting  The
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MNow that the stars has sul (e course for restrusturing the electric enargy ndustry, #t =
iﬁﬂ-iﬂlﬂq}ﬂlﬂﬂng vo lacreased. 'Wo baliove that in

addition to EEEEF&S‘EIEE

- power, & whols new mariot of aggregaton, direct sccesa retsil customens, and others are
now aveilable to the project. Also, the planned Power Exchange offeny sales opportunities
Rgiiilfﬁii% This development has

become a critical evaluation benchmark for the project. Ths ability to sell power below

projected Power Exchange prices ensures the ecovomic viabllity of the project. The
project propossnds have used both the poblicly svallshle enalyses, such as the one
geoerated by the CEC, and proprietary snalyses commissiooed fior this effort.

?ilfiﬂnﬂrﬁ.lﬁ}i%l‘ig
Seoereting business, was to lower costs, EEEEEEE
that the older inefSiclent ples camot lower costs, thersfore, there appeany t© r..
oppostuzities for construction of Large, low cost planes,  These opportunities are for both
peaking and base loaded facilities.

Mazy factors will go into the decision of whether to build a peaker or a bass losdad plast.
Trasamisslon loading, availability of out of state suppliers, and risk profiles of purchasers

uiunn&hql
naﬂaﬁo.l-

the person whose pame is subsaribed to the

EEEEEEEE
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