
, . 


BJlftJU TO I'LORIDA PUBLIC SBRVICE COMMI SSION 

In r e: Petition for Approval of -) 0 .' 9007 3 1 -EQ 

coqeneration agreement between Florida ) 

Power , Liqht cOllpany and Indiantown ) 

Cogeneration, L.P. ) Filed: Dec. 21, 1990 


I'LORIDA POUR ' LIGHT COMPANY 'S 
DCOMKBEBD ORDER 

, 
Pursuant to noti(~e, it formal -hearinq was held in this docket 

before the Florida Public service commission ("ColtUllission") by i ts 

duly designat ed Hearing Officer, CHAIRMAN MICHAEL McK.WILSON, on 

December 5, 1990 .. in Tallahassee, Florida-. Havinq considered the 

evidence presented to the Hearinq Officer, the Hearing Officer's 

- recoWDendad order and --staff's recommendation, the following 

commi sioners participated in this decision: 

APPBJUW{CBS 

Th tol..lowinq appei.lrances were entered at the hearing in this 

roe ding: 

CHARLES A. GUYTON and BONNIE E. DAVIS, steel 
n~ctor , Davis , 215 South Monroe s treet, 

. ht 
Sui - - 601, Tallahassee , Florida 3 2301-1 804 
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R:I,CHARO D. MELSON and CHERYL G. STUART, Hopping

Boyd Gr.en & Sams, Post Office Box 6526, 

Tallahassee, Florida 32314 

On behalf of Indiantown Cogeneration, L.P. 


VICKI GORDAN KAUFMAN, ,Lawson, McWhirter, 
Grando!! and Reeves, 522 East Park Avenue, 
suite 200, Tallahassee, Florid,a 32301 and 
C. M. NAEVE, Skadden, Arps, Slate, Meagher & 

Flam, 144 0 New York Avenue, N. W., 

Ifaahin¢on, O. C. 20005-2107 

On blhllf ofNalsau Power Corporation 


ROBERT V. ELIAS a nd MICHAEL PALECXI, Florida 

Public Se rvice Commission, 101 E. Ga ines Street , 

Tallabala•• , Flori da 32399~OB63 


On behalf of Nasgau Power Corporation 


PRENTICE P . PRUITT, Florida Public Service , 

COlllDisai ()ll, Offi08 of the General Counsel, 

101 B. Gaines street, Tallahassee, Florida 

32399- 0851 

CouDI.l t o the COmmissioners ' 


8DT1111J1'l1 Or '1'BB ISSUES 

The ultimate 1. ue 1a ,whether ' the petition of Florida Power & 

Light Company ("FP " ) for approval of its Agreement for the 

Puroha.. of Firm ' capacity and Energy Between Indiantown 

ation, L. P. and FPL ("Agreementl!) should he g r anted. In itg, 

petition FPL requeated the following speoific findings: {1) the 

gr e e nt i a r e asonable,' prudent and in the best interest of FPL's 

l:"atepay rst ( 2 ) the Aqreel!lEmt contains adequate security based on 

IeL'. (Indiantown Coge n rati on , L.P.) financial stability; (3) no 

co l;.S in ~xcep of FPL ' s full avoide d costs are likely to be 

i c rr by PL over the initial t erm of t he Agr eement; (4) all 

P Gnt for en rqy and capacity made , by ' FPLpursuant ,to the 

covered from FPL's customers; and (5) FPL shall 

not b r quir d to resell the energy and capac i t y purchased 
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purauant t o the Aqreement to another electric utility so long as 

their retention i s in the bestintere3t of FPL's r atepayers. 

At the Prellearing Conference held on November 27, 1990 the 

partie. identified seven (7) factual issues and one (1) legal issue 

f or resolution i n this proceedinq. Those issues are specifically 

.tatecl in the Prehearinq Order in this proceeding, Or der No. 23831, 

i.sued December 4, 1990. Our findinqs on those issues as well as 

other factual and leqal findinqs appear i n the following 

di.ouuion. 

PBOCIPUBAL BACIGROJOO) 

On A\a9\lst 9, 1 990, FPL and ICL (Petitioners) filed a joint 

petition for . a dete rmination of need for a proposed electrical 

paver plant and related facilities pursuant to Section 403.519, 

Florida statute.. The propo••dfacility, known as the Indiantown 

Project, vill be located near · Indiantown, in Martin County, 

Florida. ~. Indiantown project is a coal-fired steam generat~ng 

unit de . iqned to produce from 270 to 330 MW. The unit's projected 

in-servioe date i.December 1, 1995. It will be owned and operated . 

by ICL, nd th net e lectrical power from the project will be sold 

to PPL ursuant ~o a power sa l es aqreement. 

On August 2 7 , 1990 , FPL filed a petition seeking approval of 

x cuted .by FPL and ICL. The Agreement , which was 

1990, sets ~orth the terms and conditions under 

II 11 firm capacity and energy to FPL for thirty (30) 



Pursuant to Order Nos. 23710 and 23711, the joint petition for 

need and l"PL 's pet ition for contract approval we~e consc>lidated for 

the purpos •• of pre-fil inq exhibits ' and ' testimony, the conduct of 

the pre h e aring , and the hearinq. Several parties petitioned for 

leave t o intervene in this contract approval docket. Both the 

Florida Municipal Power Aqency ("'FMPA") and Air Products and 

Ch_icala, Inc . ( "Air Products") petitioned for leave to intervene, 

but Air Product. withdrew ' its , petition, and FMPA Cimended its 

petition, to intervene, instead, in the need determination docket. 

In addition, ICL, l"PL's jointpatitioner in the need determination 

docket~ and ' Na ssau Power Corporation, a potentialcogerieratian 

developer which had executed on June 13, 1990 a Standard Offer 

oontract to .ell power to FPL, sought leave to intervene. At the 

November 27, 1990 PrehHarinq Conference, both lCL's and Nassau's 

petit i on. for l eave to intervene were granted without objection-. 

At t h e out. t of the final hearing, Nassau withdrew its 

interv ntion, leavinq FPL, lCL and the Commission staff as the only 

part! 

'At t h t i n a l hearing, ,lCL presented the ,testimony of Joseph P. 

K arney , President and Chie f Executive Officer of lCL and of PG&E

cht 1 ,Gan rating c ompa ny: Stephen A. Sorrentino, project 

o&velo nt M ~agar tor PQ&E-Bec h t e l Ge nerating Company with 

re p018~iJlty for managing the development of t he 

and John R. Cooper, vic e President - Finance 

of ating Company. FPL presented the tes t imony o f 

G. R PL' . Director of Bulk Power Markets, and Sa muel S . 



Waters, FPL' s Manager of Power Supply Planning. No other party 

presented any t estimony. Petitioners offered Exhibits 2 t hrougll 

18, Exhibits 20 through 25, and Exhibits 27 through 30, which we r e 

r eceived into evidence. The Commission staff offered Exhibits ' 1 

and 31, which were received. into evidence. The Hearing Officer 

, reque.ted Late-Filed Exhibits 19 and 26, which were filed 

.ubsequent to the hearing a nd receIved into evidence without 

objeotion. 

The tran.cript ot the hearing (2 volumes) 'was filed on 

Deceaber 7, 1 9 90. The parties filed Proposed Recommended Orders 

and Poethearing s tatements on December 21, 1'990. 

TIl APPLlQABLI LEGAL STANDARDS 

FPL i niti atad this proceeding pursuant to Florida 

Ad:llllnl.trative Code Rules 25-17.0BO tbrough 25-17.091 

("cog naration Rulaa if ). , ~1though those rules have subsequently 

been amended, 'the rules in atfect at the tim'e FPL's petition was 

tiled r operative. 

At t he time the commission' s cogeneration rules were adopted, 

and in our subsequent application of these rules, the Commission 

has e~res ed a pre f erence for i nd ividually negotiated contracts 

betw en qualitying f acilities and ut il i ties. ~, In ret Adoption 

, 83 FPSC 10:150, 162: In re: Petition of Florida 
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Flor ida Crus hed stone Company, 84 FPSC 10:103. For instance, in 

the order adoptinq the coqeneration rules a,ppl icahle in t h is 

proceeding, the Commission specifically stated: 

[ S ]ubject t o our ability to control the pass 
through of costs to ratepayers, utilities and 
QFs are i n a far better position than woe are 
to de tine t heir mutual obliqations and daily 
workinq r.lationship. Therefore, we retain 
our pref.r.nce , for individually negotiated ' 
oontracts, and continue to encourage them 
whenever possible. , 

83 Jl'PSC 10 : 150, 162. Similarly, in Order No. 13765, an order 

approvinq an FPL n'gotiatedcoqeneration contract, the commission 

obs.rved , R[ bJ oth the Coqeneration Rules and related Commis.sion 

ord.rs encouraq. el.ctricutilities and owners o~ QFs to negotiate 

contr eta fo.r the purchase and sale of firm energy and 

c apac ity •••• " 84 FPSC lO:l03 ~ . 

To . ncourage tle negotiation of individually tailored 

contr acts be t ween quali~yin9 facilities and utilities, the 

co_issi on adopted Rule 25-17.0831, which allows utilities and 

quali~yinq tacilJtie s to enter into separately negotiated 

c;:ontracta . I n a ddition , the conunission also authoriied uti l ities 

through their Fuel a nd Purchase Power Cost Recovery 

, firm norgy and capa c ity payments made to a qualifying 

pursuant to a separately negotiated contract; i f t he 

found to be prudent. Florida Administrativ e Code Rule 

2 -17. 3(8) . 

y nl , th commi sion also provided gener al s tandards for 

in ther negotiated contracts are prudent for cost 

Those general standards are set forth in 



Plorida AcfJlini eatrative COde Rule 25-17.083(2). In abbreviated 

fora , the three criteria in Rule 25-17.083(2) that addr~ss contract 

prudence and cost recovery are: Ca) whether the contract can 

r ..aonab1y be e xpected to economically defer or avoid capacity ; (b) 

whether, over: the term o f the contract, the present worth of 

contraot payments i s no greater than the present worth of the 'Value 

o f deferral Qf the capacity avoided or deferred; (c) whether the 

contraot haa aelequateprotection to ratepayers in the event theQF 

fails t o perton anel payments to the QF have exceeded /lvoided costs 

through the time of detault. 

In this proc..d ingan issue has been raised of whether this 

Ca.ais aion, i n . determining contract prudence and cost recovery 

purauant to Rule 2 5-17.083(2) ,may consider a utility specific unIt 

rather than the . tatewide avoided unit lUI a basis of comparison. 

Althougb oogent raaaon have been presented s~pportinq the position 

t hat a util i t y s pecific unit comparison is appropri'ate, we find 

that i t i . not neces s ary to resolve this issue. The evidence 

addre••ed a t the hearing sho~s that regardless of whether FPL's 

avo i ded uni t or the statewide avoided unit is used as the basis for 

comparison , the rCL contract satisfies' these criteria. 

we need not address whet her these criteria are the 

tbi rule. 

tor c ontract approval or whether only a 

unit may be used as the basis f or comparison 
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' IACTUALDBTBBMIQTIOIf 

GlDeral ID'O~tioD 

The AgrefMent submitted for approva~ in this proceeding is a 

power aale agreement executed on M~y 2 1 , 1990 and amended on 

December 5 , 1990, setting forth the terms a nd conditions for fi rm 

capaoity and energy aaleshy ICL from its Indiantown cogeneration 

Project to FPL for a term of thirty (30) years. The only p a rt ies 

to tb Agreement are FPL and ICL. 

FPL is a regulated utility subject to this commission 's 

, jurisd iction. Its service area spans 35 Florida counties and 

c onta1na approximately 27,650 square miles with a population of 

, approximately 5.9 million. 

Th. Indiantown cogeneration Limited Partnership, or ICL, i~ ~ 

limit dpartnership formed as a vehicle for PG&E'-Bechtel Generating 

company t o own and Ol le rate the Indiantown ,Project. PG&E-Bechtel , 

Gen rati ng C lIpany i . a general partnership between PG&E Generating 

Compa.ny , a.n f filiate , o f Pacific Gas ~nd ~lectric Company, ' the 

natio s l argest c ombi ned ele ctric a'nd gas utility company , and 

Bechtel G nerating Comp a ny, a n affiliate of Bechtel , Group, Inc., 

Qne ~f the largest enqineerinq , construction ,and development 

comp i n t h e world. The specific partnership structure of ICL 

t of! t he hearing was tha t it had two (2) general 

E lt rprlses , a wholly-owned subsidiary of PG&E 

r tinq Com ny and an affil i ate o f Pacific Gas and Electric 

m Power Corpor at ion, a wholly-owned subsidiary of 

a . 9 Co pany and an a f fi liate of Bechte l Group, Inc., 
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and 

l imited 

(3 ) 

ail.. 

c apaoity 

the range of 270 

in-aervice dat e 

a l 0 

tha n 

provi sion 

service prolo!:, 

energy 

comm 

prior to the co 

a ba e 

partner, PG&E Generating Company. Additiona l 

taking an equity position i n the project are 

pe rmitted under the partnership agreement. 

one limited 


partners 


The I nd iant own Cogeneration Project is a pulverized coa l-fired 

qeneratinq unit located in southwest Martin County, Florida. The 

a it. ia located nine (9) miles east of Lake Okeechobee, about three 

.ile. northwest of Indiantown, and approximately three (3 ) 

aoutheaat of FPL's . Martin plant. The actual committed 

trom the plant will be designated by LCLand must be. in 

to 330 MW, unlessFPL agrees otherwise. 

Th. unit' aprojected in-service date is December 1, 1995~ The · 

can be as early as September 1, 1995. There is 

a p rovision in the contract that would allow, under certain 

narrowly prellcribed c ;mditlons, the in-service datu to slip no more 

t ive (5) mont s without penalty to ICL. Even if that 

op rat.a, it · is envisioned that t he unit will be in

to FPL' s 1996 summer need. 

Unde r the contract FPLhas the exclusive right to capacity and 

trom the ICL unit. Capacity payments begin on the 

reial operation date. Energy available from the facility 

ercia! operation date wi l l be purchased by FPL a t 

hourly nergy rate indexed pursuant to the contract. 

co covery i :hether the contract can reasonably be 

lou l' noted, one of the criteria for contract prudence 



expeot.cl to 'economically .defer or avoid capacity. The evid e nce in 

this ca",8 demonstrates that the ICL/FPL Agreement can reasonably be 

e xpected to e c onomically defer or ,avoid generating capacity. This 

has been demonstrated };)y the testimony and exhibits of Mr. Waters. 

At the time the FPL/ICLAgreement was executed in May 1990 , 

FPL had determined that it needec;l approxim~tely 400 MW of utility 

conatructed capacity to meet its reliability criteria in 1996. 

Under PPL' . generation expansion plan, the most cos t effective 

alternative of utility constructed capacity to meet that need would 

be to build a 76.8 MW Ieec unit in 1996. That generation expansion 

plan h as previoualy been filed with the Commission as part of FPL ' s 

Petit i on To Determine Need For Electrical Power Plant 1993-1996 

("FPLt . 1989 Need Filing). That Need Filing, which formed the 

basi s tor this Commission's consideration ' a nd eventual 

determi nation of need for the repowering of Lauderdale Unit Nos. 4 

and & and construction of Martin Unit Nos. 3 and 4, has previ ous ly 

been review.dand appr,oved by this Commission. ~,In ' rei 

Peti tion of Florida Power &- Light Company to determine need for 

ele c t r ical power plant - Lauderdale repQwering, 90 FPSC 6i240 

(Ord r No. 23 079 ) ; I n re : Pe-tit i on of Florida Power & Light Company 

to determine need to," e lectriqa l power plant - Martin e xpansi2.n 

FPSC 6: 268 (Order No. 23080). The same principle 

unde lying FPL's 1989 Need Filing - its dema nd and 

d 

for cast, it fue l price a nd av a Hability 

1d an q ment forecast, its economic 

nd it cost and performance estimates for 

forecast, its 

and financia~ 

new generating 
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units",: were the sa•• assumptions in -place and officially approved 

wi thin FPLwhen FPLmade the decision to sign the contract with I CL 

i n May ot 1990. 

One of the &IIsumptions underlying FPL's 1989 Need Filing and 

the oonclusion that FPL needed an additional 400 MW of utility 

. construoted. capacity to meet its reliapilitycriteria.in 1996 was · 

that in addi tion t o the then existing 515MW of qualifying 

facil i t i •• under contr act to FPL, FPL would also have an additional 

580 MW o f OF capacity available by 1997. In that forecast of 

potential OF capacity, ICL was part of the assumed potential QF 

capaci ty . 

To •••••• FPL' s need · for the tCL contract ,FPL reran the 

analysis performed 1n its 1989 Need Filing employing the same,najor 

a8sumption. ,exoept it removed the potential QFs which were 

previously a s.Ulled to be ,.part of FPL's exPansion plan. BY removing 

this 580 MW of potential OF capacity through 1997, FPL was able to 

a Bsess i t . need · for additional QF capacity. As Mr. Waterrs 

t .st ifi d , t hi. analysis demonstrated that without additional QF 

capaoity FPL. ne d d roughly 900 MW ot \ltility supplied capacity to 

meet its 1996 r liability c riteria . Mr . Waters further testified 

that to • t thi goOMW of need in 1996, FPL's most cost effective 

~lt rn tiv wouHl ba to bui l d two 768 oIW IGCC units to be in 

'I 1996. Simply stated_ Mr. Water s anal ysis showed that 

without th ICL contract FP~ would have to a dd two 768 MW IGCC 

nit n 1991~ to at reliabilitv criteria, but with the I CL 
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c ontract: FPL would only have to add one 768, MW 

m.et its reliabi l ity criteria. ' 

The WlIIiatakableconclusion to be drawn 

analysis is that by entering into the 'ICL contrac'

the conatruotion of a 768 MW IGCC unit, the 

generating unit alternative available in 1996. 

that the I CL contract can 

econoaio deferral ot additional capacity construction by a 

utilit y, namely Florida Power & Light Company. 

The r ecord a180 reflects that there is a 

capacity in 1996 greater than FPL's need for additional capacity. 

The 300 MW of capacity trom ICL represents 

capaei~y and ia aore e~onomicalthan the statewide avoided unit. 

ThtAretor e, we tind that the ICL contra9t can reasonably be expected 

to r aaul t in the eoonc,mic deferral or 

capaoit y conatruction by ,a Florida utility 

perspect ive. 

IGCC unit in 1996 to 

from Mr. waters' 

t FPLhas deferred 

most economical FPL 

Therefore, we find 

reasonably be expected to result in the 

Florida 

statewide need for 

, 
28% of that need,ed 

avoidance of additional 

from a statewi,de 

prudence and cost recovery 

Under the 

' the term of the 

present worth of 

uni t . We find 

s tandard to be satisfied . 

Th second criter i on for contract 

i a basi c In•• ure o-t t he contrac t 's cost effectiveness. 

criterion ot ~ule 25-17.083(2) (b), the cumulative present worth of 

rgy and Qapac1ty payments made t o I CL over 

no gr ater than the oUlllu l ative 

a y • . b y year d ferra l of the avoided 

".b in this case shows that 

12 



b previously noted,Mr. ,Waters testified that the capacity 

avoided or deferred as a result of the ICL contract was a 768 HW 

:rooc unit . In his testimony and exhibits, Mr. Waters compared t he 

rel ative coat of the ICL contract and the IGCC unit it avoids. His 

analyaia &bow that the cumulative present wort h of the firm energy 

and capacity payments to be made to ICL over the t e rm of the 

cont~ct vere l e •• than the cumulative present worth of the cost 

a.sooiated with PPL's avoided IGCC unit. 

The r cord i. vell developed that on a value of deferral basis 
I 

tbe ICL contract saves approximately $73 million cUnlulative net 

p r .sent ' v a lue (1990 $) over the thirty year life of the contract 

vben aoapared to an equivalent , amount of IGCC capacity (FPL's 

avoi d unit) o n a year -by-year value of deferral basis. It has 

alao ~n duona trated in this proceeding that on a value of 

deter r 1 basis the ICL contract saves approximately $67 million 

cumUl ati ve ne t pres.nt value (1990 $) when compared to an 

equivalent amount of capacity of the statewide avoided unit, a 1:996 

pulverized coal unit. Therefore, we find th,at this criterion for 

contract approva l has been s atisfied, and we make the further 

finding requested. by l'PL that no cost;.. in excess of FPL's 

fULl a oidecl coat lU"e l i kel y tO ,b e incurred by FPLover the initial 

t rm t th A ra mente 

Third 01:"1 x;ion of ~ule 25-17.083(2 ) regarding contract 

ce .t co t r COy r:y addresses whether the contract has 
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- -

adequat.e protection 

that point in tille. 

Under 

teraination t ee 

t erainated and ICLhaa 

coat. '!'hi. 

(plus a 12' carrying cha rqe) 

atated , IeL . has 

premat u re t anination 

payments under the 

It i a .ecur IS by 

wh ich .tarts at $ 13 

escal a t .sup t o a 

ope r ation , . .and 

the total t rmi nat ion 

reserve 

(10 h) Y r of op 

tl out: t lit 

which 

I 

to ratepayers in .the event aQF fails to 

pert'ora and payaents to the QFs have exceeded 'avoided costs through 

We find that the evidence in this record shows 

that thia criterion has been satisfied as well. 

the contract as amended,ICL nas an obligation to pay a 

in the event the ag~eement is prematurely 

received payments in excess of FPL's avoided 

tenainat ion fee is equal to the cUlIiulative difference 

between the payments made; to ICL under 

the contract andPPLla avoided cost £or a 1996 IGCC unit. Simply 

a contractual ' obligation in the event of a 

to repay the entire amount by which its 

contract have exceeded FPL ' -s avoided cost. 

I CL'. obligat ion to pay a termination fee is secured as well. 

aa \Teral different types of securities: (a) 

terlltination f e. aecurity in the form of cash or a letter of credit 

million in the first year of operation and 

maximum of '$50 million in t he fifth (5th) year of 

thereatt r must be. maintained at a level of 10% of 

fee obligat ion; (b) a first . iien on the QF 

~und which s t a rts at $500,000 in the first year of 

calates up to a maxi mum of $5 million in the tenth 

ation and is to be mainta ined at that level 

0 the contr aot ; (c ) a s econd 11en on the O&M 

:Dcgin at $3 million in the first year of 

at by $3 million a 

14 
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it is to be thereafter maintained 

(20), when ICL may begin ·to 

or ,major maintenance, but the 

$10 million; and (d ) a 'second, 
lCL has a termination fee 

of the secondmortg'age is protected by a number of 

requirement that lCL have a minimum of 10% 

levelization formula which 

over time, either thro~gh 

appreciation in the fair 
I 

of the facility; and limits on distributions to l eLIs 

period in which lCL may be liable for payment 

t . rmination t...The evidence shows that the total security 

projected ,termination fee 

obli gat ion' in each year of the contract, and that the security was 

We find that the Agreement 

ICL's financial stability. 

shows that leLia termination fe$ obligation 

the difference between the 

avoided cost payment stream 

coal statewide avoided unit. 

cri terion in the context of 

utility specific unit, it 

tenth Cl oth) year ot operation; '
 

at $30 mil lion until year twenty 


withdraw trOll i t tor overhauls 


minimUll Dount in the fund must be 


. • ort9a9 on the faoi lity while 

obligation. 

'l'he value 

contract pr ovision.: a 

equity i nv••tment i n the · project; a 

requirea eqUity investment increas e 

reduction in the project debt and/or 

market value 

partner. durinq the 

of a 

tor the t.rai .... tion t e exceeds the 

t he bes t FPL could negotiate with lct. 


conta ins aclequatesecurity based on .


The .vidence also 

under the contract i s l ar ge r t han 

payment t o be JIlade by rCL and an 

a 8oc1 ted with the 1996 pul verized 

ven 

th 

if one were to apply t h is 

void d unit rather than a 



Beyond thespacific requirements that ratepayers be protected 

in the evant that I e L terminates the contract at a point in time at 

Which it haa receivad payments in excess of IeL's avoided cost, 

tbere are a nwabar ofothar c::ontractual provisions which work to 

protect the i nterest of .FPL's ratepayers. In terms of security 

arrang...nt., t her e are several aecurity arrangements which provide 

a ddi1:ional prote ction to FPL's customers. For instance, IeL must 

provide a c01llpletion s ecurity of up to $9 million against which FPL 

can draw a. much a. $750,000 per month in the event the facility 

doea not achi eve i t . co_ercia~ operation date. IeL is required to 

maintain a OF . tatus reserve fund. This fund is available to IeL 

to take nec••sary action in the event that it losses its steam host 

a nd muat ..i ntain i ta qualifying facility status. ICL must also 

...t nta i n an 0' r • ••rve fund. This reserve fund is to pe used f 'or 

maj or intenance or 0 erhaul of the unit. In 'addition to the 

va rioua funds required by the contract, there are a host of 

addi t i onal c ontrac t ual provisions which help to provide assm:ance 

that the unit will be timely built , efficiently and reliably 

ope r at 4 , vailabl e when most needed, and operated to minimiTze 

FPL'a p oduetion costs. Taken as a whole, the provisions ,of this 

contract offer ~iqnificant protect'ion t he customers of Florida 

Po' r" 1:'igb . Cpmpany. 

ly not d , the agreement betwee n FPL.and ICL meet 

plicab t a tutory criteria for contract p rud'ence 

l ' 



and coat · recovery • The cont'ract will re~ultin an economic 

deferral o~ FPL capacity; that deferra~ will be ,cost effective with 

a B.vi"98 ot Bo.e $73 Jdllion relat.i~e to. FPL's avoided unit; and 

FPL haa a .a~ured obligation from ICL to repay any firm capacity 

a nd en~ pa yaenta to the extent that ICL. terminates the agreement 

a nd haa received payments in excess of FPL's avoided cost. 

In addition t o meeting the criteria for contract approval, it 

ahollleS be not d that a significant record was developed in this 

ca.. to s how that there are an extensiv~ nUmPer of contrac~ 

provia ions wh idh work to protect PPL's ratepayers. As Mr. Cepero 

t ••titied , the Aqreement contains several provisions. designed to 

provide reasonable assurance that the facility will be completed on 

time. Itt i . clearly in the inter,est of FPL' s customeru for this 

unit to be built on t ime and placed in service. without the 

capaoi ty offered under , this contract, FPL will not achieve its 

rel iabil ity criteria and will. face an unacceptably high risk of 

service i n t erruptions, or if it is able to meet its reliabi lity 

c riteri through alternative options, it will not be abl'e to dO so 

with its most c ost effe ctive alternative. Th~s, FPL's customers 

hay bo h and c ost inte rest in seeing that this unit 

on ·t ,ime. 

c pera also noted that there a re a number of contract 

ns tlat o~f r reasonable assurance tha~ the facility wi l l 

rel l b y. Thi reduces the risk that FPL's customers will 

ri c ioruptions or increased costs. 

1"' 



Hr. Cepero also testified that there ~ere a number of 

contractual features that increased the assurance that the fac i lity 

would be available at the time of FPL's highest electrical demand. 

'!'hi.increa.e. PPL's ability to serve its load, and F,PL's customers 

rac.iv better valu. for their money under contracts with these 

t ypea ot pr ovi eione than with contrcactu thcat gO not proviqe an 

i ncentive for operation in times of peak gemang. 

Another signifi cant benefit associated with the 'terms of this 

contract ie that it helps minimize fPL's production costs. First, 

the tacil ity ' s location reduces the need for additional 

tran••i ••ion f aciliti•• and helps FPL to maintain voltage support 

on its yete.. Second, PPL haathe right to economically dispatch 

and control the fac ility. This should also work to reduce FPL's 

ove r all sy.te. producti,on costs. 
I 

Bacb , ot the•• ,pro Is10ns and their related benefits work to 

protect or .ervethe interest ot FPL'a customers. They provide 

tara. and condi tion. not available 1n our standard offer agreement 

an p rovide additional value to FPL and i .ts customers not readily 

quantiti ble in a simple comparative cost analysis. Nonetheless, 

th and their benefits clearly .contribute to the 

cost-eftectiveness of this contract. 

8 B d on the record evidence in this proceeding, we find that 

In nt 1:1 twe n FPL and ICL i s reasonable, prudent and in 

be t interests. We f urther find that this 

an app:t'opriate' implementation of our policy to. 

th n goti tion of tai l or-.nade contracts between 

10 



lltilit1e. and qua1ifying facilities. This contract has a numbe~ of 

valuable features simply unavailable under our standard offer 

contract. 

Uncterou r rules, a utility is authoriz'ed to recover the ' c ost 
, 

of lira ca~city and enerqy payments pursuant to a negotiated 

oontract it the contrac1: meets our criteria for contract prudence 

and cost recovery• As previously discussed, this contra ct 

satl.f~ each o~ those criteria. Moreover, we haye found the 

contraot to be reasonable, prudent and in the best interest of 

PPL', ratepay.rs. Therefore, we find that all payments for energy 

a nd ca city . ad. by PPL pursuant to the Agreement may be recovered 

troa PP~ l scU8tom.rs. 

1'.11. of Jonr 

Se Cti on 3. 1.1 ot the Agreement provides that FPL I S obligation 

, und.r the Agr•••• nt are not enforceable unless, among other. things, 

the Co i ••ion finds that PPLsha11 not be required to resell to 

anoth ~ ut i l ity th e nerqy and capacity purchased under the ~CL/FPL 

~ontract, 80 10n9 a it is in t he best interest of FELis custo~ers 

th power . W~ f i nd there is n o statutory or regulatory 

to resell the power i t p urcha ses under this 

uch ciroumstances, and this f inding is consiste nt 

ently adopted amendments to the cogeneration rul es. 

1 no overriding policy goal that would be served 

1 

http:PP~lscU8tom.rs
http:ratepay.rs


by the imposition of such a requirement. Therefore, FPL shall not 

be r equired t o resell the energy and capacity purchased under the 

Aqr•••ent 80 l ong aa it is in the best intElrest of FPL's cus.tomers 

fo~ PPL to r etai n such power. 

RBCOIOlBIJDATION 

Ba••d upon, the r ecord in this proceeding and the findings o'f 

faet and conclusions of law recited herein, it is RECOMMENDED that 

the 'lorida Publio service commission adopt a final order approving 

the neqotiat ed .cogeneration agreement between FPL and ICL and 

incorporating each of the findings of fa;ct and conclusions of law 

••t forth above. 

Bnt.rG this _ _ day ofJ~nuary ,1991 

MICHAEL HcX. WILSON 
As Hearing Officer 
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In r e : Approval of 
Bgreement between Ylo~ida Power 
Liqht Company and Indi antown 
Coq.neration, L. P. 

Power 51 Light Company ' s 

Hand Dellvery or · U. 

21st day of Decemt r , 

Robert V. Elias, Esq. 
Division of Laqal Seyvices 
Florida Public Service 
101 E. Oaines Street 
Ta l labas... , FL 32301 

Richard D. Me l son, ISQ . 
Cheryl O. stuart, Esq . 
Hopping Boyd Gr.en & Sams 
P . O. Sox 65 260 
Ta l l ahassee, FL 32314 

Vicki KAufman , Esq.* 
522 E. Park Avenue 
Suite 20 0 
T 11a aSBee, FL 32301 

.. C.ourt sy Copy 

iiiIf(Jk& 	'I'IIB P'LOIlIM PUBLIC SERVICE CQMM.ISSIOR 

cogeneration ) Docket No. 900731-EQ 
and 	 ) 

) 
) 

CERTIFICATE OF SERVICE 

that a true and ~orrect copy of the Florida 

Reco~ended Order has been furni-shed by 

S . 	 Mail to · the following individuals this 

1990: 

Connission 

Suzanna Brownless, Esq." 
Terry Cole, Esq. 
2700 Blairstone 
Suite C 
Tallaha$see, FL 32301 

Frederick M.Bryant, Esq. 
Post Office Box 1169 
Tallahassee, FL 32302 


