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Dear Mr. Tribble, 

Inolosed for filing in the above-referenced docketlil on 
beha lf of Indiantown Cogeneration, L.P. are the original ~nd 
fif teen copies of lCL's Prehearing Statement. 

By copy of this etter, this document has been furnished 
to the parti.s on the attached service list. 
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BB.PORB ftB FLORIDA PUBLIC SERVICE COMMISSION 

I n re: Pet ition for approval of ) 

cogeneration" ag.reement between FLORIDA ) Docket No. 900731-EQ 

POWER AND LIGST COMPANY and INDIANTOWN ) 

OOG~TION , L.P. . ) Filed; Nov. 15, 1990 


----------------~--------~~~~--) 

INDIANTOWN COGENERATION, L.P.'s 
PREHEARING STATEMENT 

I nd1antown Cogeneration, L.P. (ICL) hereby submits its 

Pr.h••rl~CJ Stat_ent in the above-.captioned docket p~rsuant 

to the requirement. of Order No. 23711. 

A. Known Witnesses. ICL will 	present the direct 

t •• tlmony ot th• . tollowing witne••es: 

Witne.s . IS8 es 	 Subject Area 

J . P. K.arliey 3, 4,5,7 Overview of lCL and Indiantown 
Project; corporate ~trengths and 
experience of leL and 
PGE/Bechtel; policy matters. 

S.A. 	Sorrentino 3, 4 , 5, 7 Details of In.diantown Project;
project site; plant facllitiesr 
power sales agreement; steam 
customer; fuel supply;
interconnection; associated 
facilities; prdject cost and 
schedule: benefits of project. 

J.P. 	Cooper 3, 4 , 5, 7 Project financing structure; 
ability to financie ~roject. 

let will identify ltrebuttal wi tnesses by the due. date for 

rebuttal te timony, October 2l, 	1990. 
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ICL. reserves the right to file supplemental testimony to 

provide updated information on the status of its project. 

B. Known Exhibits. " ICL will sponsor the following 

exhibi t s as part of its direct case: 

Exhibit Witness 	 Title 

Kearney 	 Portions of Exhibit Ito Joint 
Pe~ition to Determine Need for 
Electrical Power Plant (August, 
1990) 

o 	 Sections 1.1.1 to 1.1.3 

JPK-l 	 Organization Strudture 

JPK-2 	 Bechtel Cogeneration Projects 

JPK-3 	 PGE/Bechtel Generating Company
Advanced Projects . 

Map of PGE/Bechtel Generating 
Company Projects . 

Portions of Exhibit 1 to Joint 
Petiti~n to Determine Need for 
Electrical Power "Plant (August, 
1990) 

Sor r ntino 

o 	 Section 1.0 (portions
relating to IeL) 

o 	 Sections 1.3.1 to l .3.8 

SAS-l 


SAS-2 


S~S- 3 

SAS~4 

o 	 Section 1.3.10 
o Section 1. 6 

Photograph of Plant Site 

Location Map 

Site Plan 

Compa r i son Between ICL Contract 
a nd Sta ndard Offer Contract 

ICL Pr oject Schedule 
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Letter of Intent with Caulkins 
Citrus 

Agreement in Principle with 
Caulkins Citrus 

Letter of Intent with CSX 
Railroad 

Letter of Intent with Iridiantown 
·Gas 

Land Option with Post/Wall 

Land Option with rlorida Steel 

ICL will identity its rebuttal exhib i ts by the due date for 

filing r ebuttal testimony, October 21, 1990 ·. 

ICL reserves the right to submi~ additional exhibits to 

respond to any new issues raised by other parties to these 

docke ts and to identify demonstrative exhibits by the time 

of the prehearing confer e noe . leL also reserves the right 

to i dentify cross-examination exhibits following the 

completion o~ discovery. 

c. . Basic Position. The Agreement for Purchase and 

Sa l e of Capacity and Energy (",Agreement") between Indiantown 

Cog n ra t i on , L.P . and Florida Power & Light Company should 

be approved. That contract provides a reliable source of 

capacity a nd energy t o FPL at substantial savings compared 

to i t own voide cost. The Commission should also make 

ffirmat ive findings on Issues 3 th r ough 6, since such 

findi ngs ar a condit i on precedent to PPL 's obligations 

In r the A r em nt. 
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D. - G. l8.ue~. lCL submits its position on the 

f ol l owing i ssues ·identified by the parties and incorporated 

i n Order No. 23711. As indicated below, ICL be1ieve.s that 

s ome of the addi tional issues proposed by Nassau Power in 

it. M..orandua to Pa rties dated November 7, 1990 are either 

inc luded wi thin the scope of other issues or are not 

neo••••ry to t he disposition of this case, and should be 

strick.n by the Prehearing Office r. 

ISSOE l : (LBGAL ISSUE) What is the appropriate standard of 
.oonOiIo compar i.on by whioh to judge the ICL contract? 

l eL Position l Th. IeL contract is designed to meet
FPt '. ne.a lor additional capacity in 1996. That need 
would otherwise be met by an FPL-constructed lGCC 
unit . Onder Order No. 22341, the purchasing utility's 
avoided co.t i. the appropriate basis of evaluatio.n for 
need de t erllina tlon purposes. That same standard of 
evaluat ion , PPL ' s own avoided cost associated with its 
1996 I GCe unit , should be used for contract approval 
purpo.... Thi. consi.tency in the economic standard is 
109ic41 and .ppropri.te, and nothing 1n the Conunission's 
rul•• or policies requires a different res.ult. 

It i. i nappropriate to compare the ICL contract to the 
st.nd.r d offe r price in effect at the time the conlract 
w s signed . That price wasb.s ed on a 1993 combined 
cyole unit and leL's project does not meet a 1993 need. 

I tis Iso i nappr opriate to compare the lCL contr.act to 
the standard offe r price for 1996 established after its 
cont ract was signed . To use tha t price as a basis for 
com rison would give the Commission's redesignation of 
th atatewide a voided uni t an unfair retroactive effect. 

the right to develop its position on this 
1 9 
:eCL 

or fully in its 

OV r the life of the ICL/ FPL 

present worth of the firm capacity and energy 


-4

post-hearing brief. 

contr act, will the 

http:st.nd.rd


· . 

payments be equal to or less than the value of deferral of 

the capacity to be avoided or deferred 'IJy the contract? 


I CL Position: Yes, by approximately $90 million . 

.	ISSUE. 3: Does ,the ICL/FPL contract contain adequate 
secur Ity provis ions to protect FPL's customers in the event 
ICL fai 18 to perform? 

ICI. Position: Yes. The contract contains numerous 
security provisions to protect FPL and its customers. 
These include: a series of milestones that rCL is 
contractually obligated to meet, culminating in the 
cODlJllerci al operation date of the facility; $9 million of 
s ecurity for payment of $750,000 per month in liquidated 
damages if lCL fails to begin cqmmercial operation 
a ccording to the terms and conditions of the agreement; 
security of up to $50 million against lCL's obligation 
t o pay termination fee to FPL in the event the 
Agreement were prematurely terminated; ~' ~5 million cash 
r eserve fund to ensure continued OF status and a $30 
million cash reserve fund to support major overhauls of 
t he plant, on which FPL has a first lien to secure all 
of lCL'. obligations to FPL; a 10\ minimum equity 
r equirement; and a second mortgage in favor of FPL to 
ecure all bf ICt~ s obligations to FPL. (Kearney, 

Sorrentino, Cooptr) 

I SSOE 4a I s , the ICL/FPL contract reasonable, prudent and in 
the beet int erest of the FPL' s r atepayers? 

l et Posi tion: Yes. The contract provides a reliable 
nd cost-effective means of meeting a portion of PPL's 

ad fio~ dditional capacity in 1996. In addition to 
be ing l ess costly that FPL's own avoided unit, the 
COl tract contains a number of features ,that are of value 
t Q FPL and its ra t epaye r's . These inc I ude : 
d i spatchability; pay- for-performance provisions with 

ubstantial incentives for high capacity factor ;:lnd on
pe k, operation: opera tiona l and other provisions
designed to insure the capabi lity of high capacity
f eto r operat i on. a nd numerous f ina ncial provisions, 
restrictions nd secur ity provis i ons desi9ned to protect

PL nd its r atepaye rs . I n addi t ion, the project is 
b ok d by s ponsor with Bubs t antial e xper ience in all 
ph 8 of the e l ectric power bus i ness ; is ideally 
located clo~e to FPL 's load centec ; and i s based on a 
rov co -fired technology that uses a stable 



, . 

domestically-sourced fuel. (Kearney, Sorrentino,
Cooper) 

I SSUE 5: Shoul d FPL be allowed to recover from its 
customer s a ll payments for energy and capacity in connection 
wi t h t he ICL/FPL contract? 

I CL Pos ition: Yes. (Kearney, Sorrentino, Cooper) 

ISSUB 6: Should FPL be , required to reseil to another 
uEIlI ty energy a nd capacity purchased under the ICL/FPL 
contract, if it Is in the best interest of FPL's customers 
t o retaln the power? 

I CL Position: No. 

ISSUB 7: Should the cogeneration agreement between FPL and 
ICL be approved? ' 

t eL Position: Yes. (Kearney, Sorrentino, Cooper) 

Nas.au Power' s PrOposed Issues 

ISSUE A: Wh ther the ICL/FPL contract represents the most 
coat lleotlve way for FPL to meet its capacity needs? 

I CL position: Yea, as discussed in detail in ICL's 
position on I ssue 13 in Docket No. 900709-EQ, the 
ICL/FPL contract is the most cost effective way for FPL 
t o me,et a portlon of ita 1996 capacity need. 

ISSOE B: Whether , the cumulative present worth of firm 
energy and capacity payments made to ICL ove r the term of 
the cont ract are no greater than the cwnulativepresent 
wor th of the value of a year-by-year deferral of the 
s t tewide voided un i t ,over the term of the contract? 

ICL Posi t i onl ICL objects to the inclusion of this 
l e nd r quests th t it be stricken by the prehearing 
o fic r. Th ordin9 of the issue assumes that Nassau 
Power pr vails in its l ega l poSi t ion on Issue 1. If it 
w re a pr~vall, then t h is ques tion i s already included 
w thin the cop of Issue 2. ' 



ISSOE Cs Whether the FPL/ICL agreement can reasonably be 
expected t o result in the economic deferral or avoidance of 
additional capacity construction by Florida utllities from a 
sta tewide perspect i ve? , 

IC~ Positions ICL objects to the inclusion of this 
Issue a nd requests that it be stricken by the Prehearing , 
Officer. Nothi ng in the contract approval rules or 
process contemplates a finding on deferral or avoidance 
of capacity by a ny utility other "than the one which is a 
party t o t he contract. This issue is thus beyond the ' 
proper s oope of this docket. 

I SSUE Ds Whe t her the ICL contract is the best choice to
aeler or avoid the construction of additional capacity by 
FPL trom a statewide perspective? 

IeL Posi t ions I ,CL objects to the inclusion of this 
Issue a nd r equests that it be stricken by the Prehearing 
Of ficer. Th. worcUng of, the issue assum~s that FPL has 
• n••d from a statewide perspective that is different 
that it~ need f rom a n individual utility perspective. 
Whi le IeL does not agree with that assumption, the 
resolution of that, tssue is not relevant to the approval 
of t he contract for the Indiantown Project, and thus is 
beyond the .oope of the prope r issues in this case. 

H. Stipulations . ICL is not awar~ of a ny issues to 

which the parti•• have stipulated. 

I . Pending Motions. ICL has a pending motion to 

inte r ve ne in this dock~t. As indicated above, ICL also 

i ntends to r equest th~t certain addition3l issues proposed 

by Nassau Power be s t ricken by the Pr.ehearing Officer. 

J,. Regu i'rement s of Order. lCL believes this 

pfehe ring statement is f ully responsive to the requirements 

of Order No. 23711. 
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RESPECTFOLLY SUBMITTED this 15th day of November, 1990. 

BOPp~~;r~~ 

By ~1) : f'v\uh-
Richard D. Melson 
Cheryl G. Stuart 
123 South Calhoun Street 
Post Office Box ~526 
Tallahassee, Florida 32314 
, (-904) 222-7500 

Attorneys for 

Indiantown Cogeneration, L ~ P. 
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CERTIFICATE OF SERVICE 


IBBR.B&Y CBRTIFY that a 'true and correct copy of the 

foregoing was sent - by hand-delivery this 15th day of 

Noveaber , 15)90, to the following: 

Charles Guyton
Matthew M. Childs 
Steel Hector , Davis 
215 SOutb Monroe Street 
Sui te 601 . 
Tallahassee, 7L 32301-1804 

Robert Blias 
Divi8ion ot Legal Services 
Publio Servioe Commiasion 
101 East Ga i nes Street . 
Tallahassee, FL 3235)9-0870 

Frederick M~ Bryant
Moore, Ml1li... , Bryant, 

Pe.bles ' Gautier, .A. 
P. O. Bo.x 1165)

Tal lahaa.ee, FL 32302 


Joseph A. McGl othlin 
Lawson , KcWhlrter, Grandoff 

, Re ves . 
Suite 200 
522 E t Park Avenue 
T 1 ahas.~e , FL 323Dl 

frdM

At torney 
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