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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

I n re : Petition f o r approval of 
Cogeneration Agreement between 
Florida Power and Light Company and 
Indiantown Cogeneration, L.P . 

DOCKET NO. 9007 31-EQ 
ORDER NO. 24269- A 
ISSUED: 0 4/05 / 9 1 

AHENPED ORPER APPROVING COGENERATION AGREEMENT 

BY THE COMMISSION : 

On March 21, 1990 we issued the Final Order in the above­
styled docket. That Order is amended as follows: 

The following paragraph is i nserted after the third full 
paragraph on page two: 

Upon consideration o f the record we find that the Hearing 
Officer 1 s Specific Fi ndings shou ld be adopted as t h is agency • s 
Specific Findings. 

The f ollowing two paragra phs are substitut ed for the fifth 
full paragraph on page two: 

ORDERED that the Hearing Officer 1 s Conclusions of Law a re 
accepte d i n full and adopted as this agency ' s Conclusions of Law . 
It is further 

ORDERED that the Hearing Officer 1 s Specific Findings are 
accepted in full a nd adopted as this agency ' s Specific Findings . 
It is further 

BY ORDER of the Florida Public Service Commission, this ~tb day 
of APRIL 1991 

S E A L ) 

R V E 

Reporting 

oacu:~:ln l·•Jw•r::"'l l)r, rr 
C I ? 3 3 4 ,', P R - 5 ~£! 
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Michael McK. Wilson as Hearing Officer. By Order , the two dockets 
were consolidated for purposes of discovery and hearing only . 

After the December 5, 1990 hearing, the parties filed a 
Proposed Recommended Order a nd/or Post Hearing Statement. on 
January 29 , 1991 the Hearing Offic~r filed his Recommended Order . 
A copy of the Recommended Order is attached to this Order as 
" Exhibit A". No party filed exceptions to the Recommended Order . 

Upon consideration of the record we find that the Hearing 
Officer ' s Findings of Fact should be adopted as this agency's 
Pindings of Fact. 

Upon consideration of the record we find that the Hearing 
Officer ' s Conclusions of Law should be adopted as this agency ' s 
Conclusions of Law . . 

Based on the foregoing, lt is . 

ORDERED by the Florida Public Service Commission that th~ 
Hearing Officer's Findings of Fact are accepted in full and adopted 
as this agency's Findings o Fact. It is further 

ORDERED that the Hearing Officer • s Conclusions of Law as 
modified above are accepted and adopted as this agency ' s 
Conclusions of Law . It is further 

ORDERED that the Petition for Approval of the Cogeneration 
Agreement between Florida Power and Light Company and Indiantown 
Cogeneration , L. P. is hereby GRANTED . It is further 

ORDERED that if no Motion For Reconsideration or Notice of 
Appeal is timely filed this Docket shall be closed. 

By ORDER of ~he Flor ida Public Service Commission th~s 21st 
day of MARCH , 1991. 

(SEAL) 
RVE 

Report_ing 
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NOTICE Of FURTHER PROCEEDINGS OR JUDICIAL REVIEW 

Tho Florida Public Service Commission is requ i r ed by Sect ion 
1 20 . 59(4), Florida Statutes, to notify parties of any 
admi nistrative hearing or j udicia l review of Commission orders t hat 
is available under Sections 120.57 or 120 . 68 , Florida Stat utes, as 
well as t he procedures and t ime limits that apply. This notice 
should not be construed to mea n all requests for an administrative 
hea ring or judicial review will be granted or result in the relief 
sought . 

I 

Any party adversely affect ed by the Commission ' s final 
action in this matter may r equest : 1) reconsideration of the 
decision by filing a motion f or reconsideration with the Director, 
Division of Records a nd Reporting within fi f teen (15) days of the 
issuance of this order in t he form pres cribe d by Rule 25-22 . 060 , 
Florida Administrative Code ; or 2) judicia l rev iew by the Florida 
su~rere Cour~ in the case of a n electric , gas or telephone utility 
or tho First District Court of Appeal in the case of a water or 
sewer utility by filing a notice of appeal with the Director, I 
Division of Records nd Reporting a nd fi ling a copy of the notice 
of appeal and the filing fee with the a ppropriat e court . This 
filing must be completed within thirty (30) days after the issuance 
of this order, pursuant to Rule 9 . 110, Florida Rules of Appellate 
Procedure. Tho notice of appeal must be in the form specified in 
Rule 9 . 900 (a) , Florida Rules of Appellate Pr ocedure . 

: 
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DEFORE THE FLORIDA PUBLIC SERVICE COMMISSI ON 

I n Rc : P• ition Cor approval or 
coq~ncr~tion aqrccmcn bctYecn 
FLORIDA POWER ' ' LIGHT COHPA.HY 
and lNDlANTOWN COGENERATION, L.P. 

HECOMHEtlPEP ORDER 

DOCKET NO. 900731- EQ 
ORDER NO. 24065 
I SSUED: 02/05 /91 

Purcuan o not ice , a tormnl hcarinq wac held in this doc ket. 
bcLorc h' Florida Public Service Commicsion (Commission) by its 
duly df'ulqnu cd Jlearinq Officer, Commissione r Michae l McK . Wilson, 
on O~ccmbcr 5 , 1990 , i n Tallahass~c , Florid~ . 

APPEARANCES 

CIIARLES A. GUYTON and BONNIE E. DAVIS, Steel Hect.:or a nd 
Dnvis , 2 1 r South Monroe Str eet , Suite 601 , Tallahassee, 
Florida J'JOl-1804 
On brhnl! of florida power & Light Co~nany 

RlCIIARO 0. liELSON and CIIERYL G. S'l'UIIPT, lloppi11g , Boyd, 
Creon & Sarns, Post OC! icc Box 6526 , Ta l l ahassee , Florida 
J2J l4 
On b('hAll of Indiantown Coqcncrnt.ion. J~.P. 

'..XCKI GOROOII KAUft1AN, Laws on, t-1cWhirter, Grandof1 and 
Rccv c , 522 East Park Ave nue , Suite 200, T.1 llahass ee , 
F'lor~d.i 32301 and c . 1-1. NAEVE, Sk<ldden, Arp!>, Sla t e , 
Meagher & Flom, 14 40 New York Avenue N.W., W1Sh1ngt.on , 
D.C. ?000!:> - 2107 
Qn_ hf>Jull( of NM;;:;,, u Power CorpOrt\tion 

RODF:RT V. ELIAS and MTCII/\EL PALECKI, Fl ori dol Publ ic 
Scrvicu Commi~~ lon, 101 Ea~t Caine~ Strec , Tal l ahass ee , 
Florida 32399-0863 
Q~ he Commission Staff 

Jlltt::N'rlCJ: P. PRUITT, floridil Public Scrv 1ce Comr:ass 1on , 
O( l ice o ( chc Ccnernl Counse l, 101 East Cai nes SLreet, 
T.ll !ah,,~:;ce , Plorida J2J99-08G l 
~uruw J to t he comrnJ 55 ioocr;;; 

'• . ..... . .... . . .. 
~ • l • ,.. 
t .. ...... # 
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Bf\Ct<CROUlm 

on Augu~t 21 , 1990, Florida Po~cr and Light Company (FPL) ~nd 
lndioilnto~n cogeneration L.P. (ICL) filed a Joint Petition for a 
Determination o f Need for a proposed elec trica l po~cr plant and 
related facilitioo t o be located in Hartin county, Florida, 
pur$uant to Section 403.519, Florida S atutc~ , and Rule 25-22.08 1, 
F.A.C. The proposed facility, known as the Indianto~n Project, 
wil l be located ncar Indianto~n, Florida and ~ill be owned and 
operated by ICL. Tho no t electrical power trom the facility ~ill 
be ~old to FPL pur~uant to a n Agreement For The Purchase of Firm 
Capacity .tnd Energy betwee n Indianto~o~n Cogenerllt.ion, L. P. llnd 
Florida Po~o~er & Light Compa ny, d ated Ha y 2 1, 1990 a nd amended 
Decee~bar 5 , 1990 (the "Po~cr Sales Agreement."). The proposed unit 
has a proJected i n -serv ice date o .r December 1, 1995 . On August. 29, I 
1990 , FPL filed a petition pursuant. to Rules 25-17. 08 0 through 25-
17.091, Ploridd Administrative Code , seeking approval of the Po~o~er 
Sales Agreement. On October 25, 1990 , ICL ~as granted permissio n 
to intervene in this docket. By Order , tho t~o dockets ~o~ere 
consolidated for purposes of d iscovery and hearing. 

At the prchearinq conferenc e held pursuant to notice on 
Novcmb r 27 , 1990, Na~sau Po~o~er Corporation (Nassau), a company 
which had tendered an execu ted ~tandard offer po~er salcz contract 
to FPL o n June 13, 1990, ~o~as granted in~crvention i n t.hi~ docke~. 
A th~ out~ct of t he final hearing, Nass au ~o~ithdre~ its 
1nt rvcntion. 

At ~he final hearing, ICL presented the testimony ot Joseph P. 
Kearney , Pren idcnt and Chief Executive Of( iccr of ICL and of PG&E­
Bechtol Generating Company; Stephen A. Sorrentino, Pro j ect 
Dev~lopm n t Manager Cor PG&E-Bccht~l Generati ng Compan) 1o1i h 
ov rall responsibility Cor managing t he development of h e 
Ind iantown Project ; and John R. Cooper, Vice President -- Fi na nce 
of PC6oE-O c h l C n •rating CoJDpany . FPL presented he testimony of 
C .R. Cep<•ro, FPV G Direc tor of Bulk Po~o~ec Market!;, and Samuel S. 
wacers, f"PL ' c Hnnager of Pow r Supp ly Plann ing. No other pa n .y 
plt>:J C!rl ed any c-;timony. Peti ioners o fl e r ed Exhtbits 2 t h rough 
l8 , £xhLbi Lc 20 hrouqh 25 , a nd Exhibits 27 through JO, whic h ~o~ere 
r ec<- ivc d inLo v idence. The Commi::c ion Sta( ( offe r ed Exhibi~s 1 

nd JL, ~o~hich were r e c eived i n o e vidence. The Hearing Officer 
requested L\1 e-Filed E'xh i bi s 19 and 26 , ~o~hich were fi led 
s ub(.Cquent to the h earing a nd received into evidence without I 
objection. 

The 
7, 1990 . 
St.a emen 

ranscr ipL or tho hearing (2 volumes ) ~o~as filed o n December 
Plot"id Poucr and Light Company filed a Pos t - llc arinq 

and a Recommended Order o n Dec ember 2 1, 1990. ICL f iled 
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a Propoocd Rccommondod Order a nd a Post-Hearing Stateme nt on 
December 21 , 1990. A r ul i ng o n each proposed finding of fact in 
lCL ' o rrupoced RccoiUicndcd Order h aG been mado in the Appe ndi x 
at. t.nched to th f;i RecoiUicnded Order. 

ISSUES 

Tho ultimate iooue for dctc01ination in this docket is whether 
the Petition for Approval of the Agreement for the Purchace of Firm 
Capacity a nd En rgy ohoul d be g r anted. Approval of the Agreement 
enabler. he utilJ.ty to recover the coctc from its r atupayc r s . 
Approval o! s uc h ngreementc arc governed by the Commission ' s rules 
concerning cogene ration fou nd in Chapter 25-17 , Florida 
Ad~1n1ot.ra ivo Code. 

At the Prc hoaring Conference the part.ies idcntlf ied Clght 
icsuoc for reco1ution in this proceed i ng. They arc: 

ISSUE 1: Will tho purchase of firm energy a nd capacity under the 
ICL/ FPL contract result i n the economic deferral or 
avoidance of capacity cone ructton? 

ISSUE 2: Over the life of the I CL/FPL contract , will the 
cumulat1vo procent worth of h e firm capacity and energy 
payments be equal to or l ees than the value of deferral 
of tho capacity to be avoided or deferred by tne 
contract? 

ISSUE J: Does the I CL/ FPL contract contain adcqua te sccu r- i ty 
provisions to protect FPL'c c u ctomers i n t.he event ICL 
fail~ o pe rform? 

ISSUE 4 : Is the ICL/FPL contract reasonable, prudent and in the 
be~t in o~ect of FPL ' o ratcpaycrc? 

ISSUE 5: Should FPL be allowed t o recover from · it~ customers all 
paymentc Cor e ne rgy and capaci y in connectio n with he 
ICL/FPL contract? 

ISSUJ-: G: Should f"PL be r equired to rc~ell to another ut.ilit.y 
ncrqy and capacity purcha~cd under the lCL/FPL contr~t . 

if it LS i n the bes t or PPL ' o cuctomcr~ to retai n the 
po wer? 

l SSUE 7: Should the cogeneration nqre •mont bct~o~ecn FPL <lnd ICL be 
• pproved? 
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I SSUE 8: I n determin i ng of .;ontract prudence and .cost recovery 
purGuant to Rule 25-17 . 083 (2), Flori da Administrative 
Code, may tho Coi!UIIiss ion consider as the basis for 
comp~rison a utility specific unit or must it use the 
state wi de a voided unit? 

These issues e ncompass a somewhat greater range of topics than 
the e~plicit languago o f eithe r Rule 25-17 . 083( 2 ) , Flo r ida 
Administrative Code ( the prior r u l e ) , or Ru le 25-17.0832( 2 ), 
Florida Administrative Code (effective 10/25/90) . By addrcssi ng 
thc5e i ssues Cho parties have provided the Hearing Officer \ofith 
s ubstantial competent e v idence to make the following Find i ngs oC 
fact. 

fiNQINGS OF fACT 

1.. fPL i::. a public utility regulated by the Conuuission . 
FPL ' s service area s pans 3 5 florida counties a nd contains 
appr oxi mately 27,650 square miles wi th a population of 
a pproximately 5.9 million. 

2. (a) ICL is a limited partnership formed as the vehi~le 
Cor PG&E-Bcchtcl Generating Company to con::>truct , own and operate 
the Indiantown Project . ICL' s general partners a re Toyan 
Enterprises , a wholly- owne d s ubsidiary of PG&E Generati ng Company, 
and Palm Po..,e r Corpo r ation, a wholly-owned subsidiary or Bcc h el 
Generating Company. PC&E Generating Company i::. a l so a limited 
partner of ICL . Additional limited partners may be ad~itted at a 
later d ate . 

(b) PG&E-Bechtel Gene r a ting Company i::. a qeneral 
partnership between PC&£ Generating Company a nd Oechtol Gcn~rating 
Company. PG&E Ge nerating Company i s a s ubsid iary o( PC&E 
Ent:orpr i::.es , wh ic~ i n t u r n i s a subsidiary or Pacif ic Gas & 
Electric Company. Boch e l Generating Company i::. a subsidiary o( 
B~ch c J Enterprises , wh ich in turn ic a who lly-owned s ubsidiary of 
Bcch cl Croup, Inc. , o ne of' tho l a rgos cnqinccrinq, cons ruction 
and dcvrlopmcnt. compdni~s in tht:> world. 

3. The planned I ndiantown Project i s to be a 270-330 MW, 

.1., 

I 

coa 1-f 1rcd cogeneration facility to be l ocated in southwestern 
Mart.i.n County, Florida, about three mile-:; northwest of Indiantown, I 
florida, nine miles cast o r Lake Olc.cec ho bcc. The projec cd 
commer cia l operation date Cor the plant is December l, 1995. 

4 . The plant site is ndjaccnt t o the Caulkins c i trus 
processinq plant , n abandoned Florida Steel (ac ility, and vacant 
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land :toned tor i ndustrial usc. State Road 710 and the CSX Railroad 
line arc adjacent to the northern boundary of the site. 

5. The ~J.te for the Indil:lntown Project cons ists of two 
parcel::l of land totaling approximately 325 acres. ICL has 
exclusive three year options to purchase these parcels. 

6. Tho cite is adjacent to the project'!:> proposed steam 
customer and has direct access to the CSX rail system and State 
Road 710. 

7. FPL's exist ing Mart i n-Indian town 230 kV transmiss·on line 
trl:lveroes tho plant ~ito. 

8. Load flow Gtudics show th3t the p lant can be offici ently 
integrated into the existing bulk power s y stem by interconnect ion 
with that tran~mission line. 

9. No new o ff-site transmiscion lines wou ld be required to 
integrate this faci lity into FPL' s system. 

10. The cite is l ocated close to FPL ' s lond center. Because 
oC tha location, it is not expected to experience any s iqniCicant 
trnnsmicsion losccs. 

11 . The project ' ::l location will contribute to FPL ' s system 
reliability and integrity. 

12. The project will have no negative impact on FPL ' s ability 
to obtain emergency assictance from the utilities with whic h it is 
interconnected. 

lJ. There is no capacity pe nalcy associat:Pd wit:h the 
project ' s location . In other words, every 100 mcgawat ::l oC 
cnpocity from t he Indiantown Pro ject will provide l UO megawatts o( 
rcliobLlity benefit to FPL. 

H. Tho !acillty will consist of a single pulverize~ co.Jl 
uo iler, a steam turbine qcncrator, and associated equipmPnt. Thl ::> 
~~ o well cwtablished and reliable e l ectric generating tec hno logy. 

15. The pJant will be dc!'"igned to comply with all applicable 
environmental standards. The known provisions of the r ecently 
e nacLcd Clean Air Act Amendments wi ll have no significant impact on 
t:he foci lity. The facility is exempt (rom the .:1c.id deposition 
control provJsions o( these amendments because the Power Sales 
,..qrecment Cor the facility wac signed on Hay 21 . 1990, well in 
adv:tnce of he cffecti ve date of the law. The more stringent 

~ 
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llmitationa ectablis hed by the amendmen~o for facilities located in 
"nonat;tt:ain•c nt arcaa" al:oo will not apply to the Indiantown 
Projacc. s ince it ic located in an area which is present ly 
designated as an •att~inment area" tor all pollutants tor which 
national a•blcnt air quality s~andardo have been established . 

16. The amendmentG to the Clean Air Act contain provisions 
which confer additiona l rulemaking a uthoricy on t he federal 
Envlron•ental Protection Age nc y a nd tho Stat e of Florida , 
Department of Env ironmencal Regulation. To date , no rules have 
be n adopted wh ich would impact t he proposed facility. 

17. Th p lant wil l bur n approxima ely one million tons per 

I, 

year oC coal. Coal will be ebtllincd from one or more co<:t l 
suppUorG i n the Southern Appa l achlan coal region. Coal is a 
docestically-sourced, readily available f uel with a history or I 
atahlc pricing . Th sc factor~ reduce the potential of supply 
interruptions and significant fuel price increases , and r esult in 
a stable a nd secure fuel supply. 

18. The contracc r equ ires that at. lC:HiGt ~0\ of the plant • s 
COGl requirement~ be purchaoed under long term contrncts , with the 
rem a ind r to be obta incd by c i ther long term contracts or spot 
purchases. 

19. ICL has obtained preliminary expressions oC interest from 
~ number or potential fuel suppliers, and ICL ' s a ffiliates have 
recent exp r lenca in coal acquisition for sicilar facilities. 

20. ICL will mai ntain approximately a seven day fuel 
inv nLory in active storage, with a n additional 30 days• svpply in 
an oaaerqcncy coal ptle. 

21. The site has t he physica l capability of accommodating a 
larger coa l i nventory i f cond itions warrant increas ing t he amount 
of coal stored on site. 

22. The plan ~ill U Z C ~ma ll quantities of natural qas or 
di~ci llatc fuel oil for atart-up purposes. These fuels can also be 
u~ d for supplemcnt~l ririnq i n tho main boiler during periods or 
pl"ak dc111and , and cay be used i n an auxiliary boi lor to meet steam 
rcquiremcnLs when the main boi l er is out of service. 

23. lCL has a lc tor oC i ntent wi h Indlantown Gas Company to I 
pr~vid~ natutal qas to the pro ject for these purposes. 
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24. Coal for the projected i~ expected to be transported by 
ho CSX Rai lroad, which has an oxiotinQ rail line ad jncent to the 

tJito. 

25. ICL ha~ a l etter of intent with CSX Tran~portation for 
t.rnm~portation o both coal and limestone to the site, and for 
backhaul of ash. 

26. PPL'o system today relies on cool-fi red generation, 
excluding coa 1-by-wire purchases, for approximately 2\ o its 
energy requirements. The purchase of coal-fired power from ICL 
will contribute to maintaining or improving FPL's fuel diversity . 

27. lCL h as certified to "the Federal Encrqy Regulatory 
Commi~sion (FERC) that the project will be constructed and operdted 
as a "qualifying facility" (QF) under the Public Utility a nd 
Regula tory Policies Act or 1970 and FERC's implementing 
rcgulat1ons. 

28. 'rho cteam c usto111er for tho facility will be Caulkins 
Indiantown Cl trus Co111pany. The Caulkins plant produces 
concentrate~ nd extracts fro111 the JUlce oC citrus fruits . 
Caulkins usee st a111 i n an evaporation process for producing cit"rus 
con centrate, and in a drying process in which pulp and pee l are 
used to create cattle feed . 

29. r c L has an Agreement in Principle with Caulkin~ under 
wh1ch ICL w~ll provide all of Caulkin s ' steam rcquirr~cnto, up to 
~ maXtiiiUI'Il of 215 , 000 pounds per hour. 

30. Under tho agrce111ent Caulkins wi ll, at a miniruurn , take t~c 
amount o s~ca~ necessary t or lCL to maintain qualifying fa c ility 
!l t.£l U!i • 

31. Cau lkina!- c urrent: ther~~~al energy requirements on a n 
annualized ba~do tlrc !#uf!icicnt to support QF' status for the: 
rndiant.own Projcc . If a planned expansion by Caulkins occ urs , 
thos~ rcqulrcmcn ~ ~ill be approximately double the required QF 
r.a1n1mum. 

J2. Coollng and proccs~ wat<'r for the !acil1 y ~oJi ll be 
obt.a1ned from agricu ltura l waGte w.ter i n the Taylor Crcek-llubbin 
Slough, l o c ated approximately 20 111l l os north o( the project site. 

3'3. Tr~n ... porlatlon of this water ro111 the Taylor Creek-Nubbin 
S louc h will r equire con~ ruction of an approximate 20- mile wa cr 
ptpclt~~ o be buried in he existing CSX Railroad right-of-way. 
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J4. The w~ter pipeline i& the only a~sociated off-site 
aci l ity required in connec~ion with the project. 

JS. Tho octimated total capital.hed cost for the facility is 
approximately $600 million , or approximately $2,000 per kW. 

J6. At a 5\ e::ocalation rate, this 
approximately $505 million, or Sl, 683 per kW , 
dollar ... 

tran::;lates into 
in .January 1991 

37. ICL bcarc he financial and other risks associated with 
construction of the project, inc luding all cost escalatio!' and 
1ntcrest rate r1sk. 

Jij. Conc truction in ccheduled to begin by .July, 1992. 

39. The con~truction start date could slip a few months 
without placing the Occ embor 1 , 1995 in-service date in jeopardy . 

40. PC&E-Bech cl Generdting Company will have overall 
rcsponaibility for managing the development, construction anrl 
operation of the project. PG&E- Bechtcl Ge neraciny Cor:~pany Wd :;. 

organized in 1989 to be the exclusive vehicle for Pacific Gas & 
Electric Company and Bechtel croup, Inc. to participate in the non­
utility power production bu~iness . 

41 . ICL expects that Bccht~l Power Company will des ign a nd 
construct the Indiantown Project , although FPL ' s requ ired approval 
of the archi cct/cngincer has not yet been obtained. f1nancing f or 
the plan will be arran9ed by PG&E- Dechtel Ge nerat ing Comp~ny, and 
day-eo- day o perations will be t he respo nsibility of PG&E Opc t ting 
Service~ , a s ubs idiary of PG&E Ente rprises . 

4 2 . ICL' s occeGs to the skill , experience and resources 
provided by PC&E a n4 Ucchtel, each o which has substantial l o ng­
term experience in the e lectri c al powe r business , provide 
conf idcncc hut h<' proj ct. ...,i ll be viable and r e liable. 

4 J. Th sa lc of capac 1 y and energy from the rnd ian ovn 
Project i !1 governed by the term:; of t h e Power Sa 1 es Agrecmen 
be tween ICL and PPL, xcc utcd o n Hoy 21, 1990. The terr:~ination (c~ 
provi~1ons of the Power Sales Agreement were mod ified by a cont~act 
amPndma nt )(ecut:ed 011 December 5, 1990, to reflect fPL ' s 1996 
avoided unit, a 768 MW Ieee facility. 

44. Tile Powt•r Salas Agrecr:~ent has an initial term of JO 
years. The pl.:~.nt has a nom1nal net electrical output of 300 MW . 

I .' 

I 

I 



I 

I 

I 

ORDER NO. 24269 
DOCKET NO. 900731-EQ 
PACE 12 

ORDER NO. 2 4065 
DOCKET NO. 9007 3 1-EQ 
PACE 9 

EXIHBlT "A" PAG£ 9 OF 25 PAGES 

Tho actual committed capoci~y (rom tho plant will be designated by 
ICL baccd on pre-operationa l tc~ts , a nd must be in t ho 270 MW to 
JJO MW range , u nless PPL agrees othcrw i~e. 

45. The Power Sa l e!l Agreement contains a number of prov1::>1ons 
dcs1gncd to provide reasonnblo aosuronco that the facility will be 
completed on-time, incl uding: 

{a) deadlines f o r the filing of need detcrmin t1on and sight 
ccrt1fication applications; 

{b) requiring construction loan closing within J6 months of 
execution o the agreemen ; 

Cc) beginning construct1on wi hin J9 months of the execut1o n 
oC the agreement; 

(d) the pa)'l:lont to FPL or o total $9 , 000,000 of completion 
oecurity with l n 1 5 days after tho construction loan closing. This 
security is forCeited at the rote of $750 , 000 per month for every 
month that the commercial operation date is delayed beyond December 
l, 1995; clnd 

{c) th rather narrow de(inition or a " forc e maJeure " wh ich 
would exclude ICL from meeting the schedu l ed comple~ion date. 

46. Should ICL complete the racility before Scpt.ember 1, 
1995, FPL is obligat.cd under the agreement to begin purchasing firm 
copaciLy and energy after that date. Thus, I CL ha s some 
s ignH icant additional incentive to bring the proJec- t on line 
befor he scheduled compl tion date. 

4 7 . The Power Sa lee Aqrec~cnt: a l.so contains a number of 
provi!:;ions intended o as~ur t hat the facility will be dcs ignud a~ 
a u ili y g rad• plan cap blc or reliable, h igh capac1 ty rae or 
operation i nc luding: 

{a) granting FPL tho right to approv~ t.he ~election of tho 
~rch i tect/ ~'nq inccr for tho foci lity , who must be i nstrucL~>d o 
dcs1.qn and con :;truct h fuc ility to bo capable of opc>ra J ng 
reliably with a capaci~y billing factor of at least 87\ dur1ng the 
initial Lcrm o( the Power Sale~ Agrccmo nL; 

(b) requiring ICL to obtain a minimum S60 million liquidated 
damdqos provicion from i G p rime contractor to guaranLoe 
performance levels and completion datc; " and 

97 
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(c ) requiring lCL to arrange co ha ve its l e nder's designate an 
independe nt engineering flrn to review and evaluate t he design of 
the faci lity, and to make any c ha nges determined to be necessary by 
that tirm unless FPL conc urs with ICL that such c ha nges arc 
unneccss r.y. 

<8. The Power Sales Agreement also contains a number of 
provisions designed to ast~ure that the facility will operate 
reliably throughout the term of the agreeme nt. These include: 

(a) the previously mentioned provision granting PPL the right 
to approve both t he a rchitect and eng i neer Cor the Cacility; 

(b) ICL must arrange Cor revie w o( the faci lity' s operation 
and mai ntenance plan by an i ndependent engineer (s ubject to FPL ' s 
approva l) to determine that the plan is effective a nd that it vill I 
a lloY the facility to operate Yi th a capacity billing factor of at 
least 87\ ; 

(c) a n indepe ndent rev iew of the facility ' :;; oper a tion and 
rnainLenancc plan must be performed on a periodic, on-going ba s is; 

(d) the parties mu::.t mutually develop written opcr:-a ting 
procedures to integrate the facility into FPL' s electric s ystem; 

(c) ICL must enter into long-term f uel supply agreements , 
Yith market price reopener provisions , f or at lcMst SO\ of the 
facility' s f ue l requirements ; and 

(() ICL. haG agreed that the facility will be managed by PG&E­
Bechtcl Generating Company, or one o ( I CL' s g~neral par tners. 

49. The Power Sales Agreemen t al so contains a number o! 
provisionc to a~~ure the reliabl operation of the f3Cility du ring 
time~ oC highc- electrica l demand. These include: 

(d) that ICL may only schedule outages du r1ng periods 
approved by FPL; 

(b) that !CL ca nnot schedule a maintena nce ~hutdown o the 
tac ili y dur inq on-poak hours in December, .January, Fcbru::try, June, 
July , August , or September 1 to September 15 of any year; 

(c) hat the faci l ity is subject to d ispatch by fPL.; and 

(d ) t he contr~ct contains pa y- for-performa nce provisions 
which qive a fina ncia l incentive f or high capacity (actor 
pertotmancc during o n-peak hours. 

I 
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50. The Power Sales Agreement allow:; FPL to economically 
dispatch the facility, to commit and decommit the facility, a nd to 
control both the real a nd reactive power from the facility. This 
provi~ion a llo~s the facility to be tr~ated as if i were an FPL 
unit, thu~ creating t he opportunity for FPL to reduce its system 
costs . 

51. Under the Power Sal s Agreement , capacity payments are o n 
~ pay-for-performance basis. The base capacity payment, assuming 
the plant operates in tho 87\ to 92\ c pacity billing factor r a nge, 
is $23,000 per MW/~onth ($23 per kW/month) for the first twenty 
years of the contract . This base payme nt declines by 50\ i n the 
twenty-first. year, and declines annually t hereafter. 

52. If the plant operates above the 92\ capacity bill ing 
factor level , then there i~ a 2 percentage point bonus for every 1 
p1!rce11tage point increa~e i n capacity billing factor up t o 97%, 
where che capaci ty payments are cApped. I f the plant operates 
below the 87\ capacity billing factor leve l , then there is a 2 
percentage point penalty for every 1 percentage point decrease in 
capacity billing fact.or down to SSt. No capacity payment is made 
in any month in which t he capacity bi lling factor is less than 55\. 

53. Th<' ca l culation of the capacity billing factor gives 
ext.r<l weight to performance during on-peak hour::., whic h are noon to 
9:00 p.m. from April 1 through October 31 , and 6:00 a.m. to 10 : 00 
a.m. and 6 : 00 p.m. to 10: 00 p.m. from November 1 to March Jl. The 
target level for pe rformance during t hese hour~ is a 93\ capacity 
fact.or , and on-peak performance above or below this level is give n 
grca er weight in calculation of the capacity billing f~ctor . Thus 
rc~ has signif icant fi nancial incentives to produce energy during 
the on- peak periods when the capacity and energy are of greatest 
va lue of fP~ and its customers. 

54. Under the Power Sales Agreement, monthly energy payments 
arr based o n ~ tar~t encrqy cost of $ 23.20 per ~~. as adjusted 
quarterly rrom he first quarter of 1990 to track changes in the 
cos t. of coal , coal transportation, and l ime and ~sh disp~oal. Thi s 
base energy rate is premised on the co~t of fuel for the St. J o hns 
Rtvcr Power Park (SJRPP) units, adjusted Cor a trans portatio n 
d1ffcren 1al to Indiantown and for ICL ' s expected cons umption of 
l1me and co~ts Cor ash disposa l (backhaul). The monthly payments 
arc furt.her adjusted to reflect the hourly e ((ect or changes in -the 
efficienc y o! t he !aci lity cau~ed by FPL dispatch. The contrac t 
permit::> FPL to negotiate to assume responsibi Uty Cor the fuel 
supply in the future, if economics of scale (and savings to the 
r a t.cpaycrc ) would rocult. 
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55. Once a year, the actu~l e nergy cost tor the f~cility is 
c lcul t d (subject to audit by FPL), and ICL and PPL share in any 
diCfer nee between the actual energy cost and the targe energy 
cost. £n rgy costs related to the production of steam for Caulkins 
Citrus (the steam host) arc ICL's sole responsibility, and arc 
excluded Crom the calculation. If the actual energy cost is less 
than the target, ICL and FPL share 50/50 i n the energy cost 
sav1ngs. IC tho actual energy cost is greater than the target, ICL 
and FPL share the firct 10\ ot additional energy cost on a 60/40 
basia, and ICL bears all the additional energy co~t above 110\ of 
the targo . This provision caps FPL ' s (and therefore the 
ra epay r s ') res ponsibility for e nergy costs at 104\ oC the target 
r ate . 

56. Those energy payment provisions give ICL a substantial 
i ncentive to minimize the energy costs for the facility, and enable I 
FPL ' s c u stomers to charc in any savings achieved while limiting 
t h ir xposure to increased co~ts. 

57. FPL' s economic analynis shows hat the Indiantown Project 
remains approxima~cly $76 million more cost-effective than FPL' s 
own ~voided uni even if FPL's s hare of the e ne rgy cost reaches the 
104\ cap permitt e d under h e Power S~les Agreement. 

58. The Power Sole:J Agreement also contains a number of 
provisions des i gned to prot ct FPL in the e ve nt that the facil~ty 
rail~ o perfor=. Thecc include: 

(a) the previously mentioned $9 million completion security 
against wh ~ch FPI.. can draw $750,000 per month as liquidated damage& 
tn the vent the facility docs not achieve its Of'cember l, 19q~ 

comme r cial opera ion date, ~xccpt as the date =ay be extended t or 
up o 5 months by Lhe limited definition o( Coree majeure. · Tht~ 

mont.hly amount 10 r~preoentative o( whu~ it could cost FPL to make 
obtain r c placement.,ower on a nhort-term bas is . 

(b) tha if tho agre mcnt ic premature ly t crm1natcd , I CI. is 
obliqcl •d to pay FPL a terl!li.na ion f cc equal o the c umulativr­
d 1 C tt ronco be ~.Jc>en payment& t.o I CI. under the aqreer.~ent and FPL ' :; 
avo1dcd co~t Cor an rccc uni~. calculat. d on a year -by-year val ue 
o l dof~rral baoi~ . 

( c ) Thi s obligation i... secured by ( l) tcrmtnatio n f cc I 
.ccuri y i n he for• of cash or a letter o( credit wht ch starts at 
$ 13 mtllio n in ~h~ Cirst year or operation up to a maxt=um or $50 
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million in tho fifth yenr of uporation; (li) a (irct lien on the QF 
sa ua rof>arvo fund described below; (iii) a second lien on the 
m in cnanco ro~erv fund; and (iv) a second mortgaqc on the 
Cac1. li y. 

59. The total accurity for payment of the termination fcc 
oxcccda the terminat ion fcc obligation in each year. 

60. The termination Ceo p~yablc under th Power Sales 
Agreement i~ greater than the termination fcc liability which would 
bo C4lculat d 1.f a t.tat wide pulvcriz d coal unit, rilthcr than 
fPV a own ICCC unit, waa uc d ac h ba~is for calculating the 
~rm1na 1.0n (co lidbllity. 

61. ICL i~ r quircd to maintain a Qf status reserve fund 
wh1ch otarts at $500 ,000 during tho fir~t year or conuncrcinl 
opcrotLOn ~nd incrcaoc~ to a maximum of $5 million by the tenth 
year of operation. Th1.s fund is available to ICL to take whatever 
Gct1on i~ necessa ry t.o maintain it~ qualiCyinq facility statu::;, 
including buildin9 or occuring a new t.tcam host. FPL ha::; a first 
li n on t his !und as add1tional security for paytncnt o( any 
termination fcc liab1.lity. 

62. ICL is required to main ain a maintenance reserve fund 
which s tarts at $3 milllon in th C irst year of operation and 
increases to SlO Dlllion in the tenth year or operatl.On. The fund 
can be used tor major maintenance or overhaul to the plant, but can 
ncvor fall below $10 Dillion. This prov 1.sion can be satisfied by 
a si~l l ar rPsc rvc (und rcqu1red by ICL ' s lenders, including a debt 
serv lCC r serve fund. FPL hils a second 1 ion on such fund to secure 
all o! lCL's obligations , including any ccrminacion fee l iabiliLy, 
1f !CL'~ lend~rs require a s1milar Cund. FPL has a !irs lien on 
the fund if a similar fund is not required by ICL's l e nders, or 
whPn JCL' ~ proJeCt debt is fully paid. 

Gl. FPL will hold a second mortgage on t he facilicy to ::.ecurc 
<lll o( ICL's obligat1on to FPL, including any t err.11nation ( e 
li btlity. The value of this ::.ccond mortgage is procected by che 
LoqulrPmcnt that ICL hav a Dinimum 101 equity investment 1.n the 
proJ cL; by a levclizatlon formula wh1ch requires ICL ' s •quity 
invc t men to increase over time , either through reduction in Lhc 
proj~c d •bt and/or appreciation 1.n th fair markec value of Lhc 
raci lj y; and by limit~ on dis tributions to ICL'5 partners during 
ctw period 1 n wh ich !CI. may be ll.ablc for payme nt of a termination 
tee. 

6~. Th 
1 ilnqc::. Croll ,., 

·.tinao d value of thi s second mortqagc interest 
ralnimul'll ot. S 102 million in the first year of 
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ope ration to over $ 6 50 million by the nine t eent h yea r of 
o peration, which ic projected to be the las t year in whic h any 
t ermina tio n tee liability exists . 

65 . rPL ' s c apacity planning process has thre e ba~ic ste ps : 
(i) qua n t ific ation of the timing and amount of r e cources neces cary 
t.o mai n t ain lllll adequate level of c yctem reliability; ( i i) 
ident i ficat ion o! available alternativ.c c to mee t the ne ed and 
de f i n ition of an " avoided cost" basis against which t .hc alternative 
can be compar ed, and (iii) optini~ation ot the alte rnatives to 
identi fy a power; supply plan t hat providnc f avorable economi cs 
while pro perly addr essing ric k and uncertainty . 

66 . The qua ntification of the timing and amount of capaci ty 
needs beg i ns with tho preparation of a ! o recast o f FPL' s d e ma nd and 
energy r equ ireme nts. FPL presented a de tailed 20 - y ear f oreca s t c f 
customqrs, salon, a nd pea k demand. 

67. Th 1c l oad for ecast inc ludes the impact o f FPL• s 
concorvation e fforts . These effortc arc projected to pro vide 
approxima ely 126 MW of inc reme ntal d e mand r educ tions from 1969 
through 1997, f o r a tota l o t 750 KW by 1997 . 

68 . Th is forecast shows t h a t FPL ' s s ummer peak d e mand i s 
expected to grow fror.a approxima t e ly 13,341 KW in 1990 o 
approximately 15 ,42 1 KW by 1996 . 

69. Th1s ~a~e load foreca~t wa~ r evie we d by the Commiss ion 
and (ound rea~onablc for planning purposes i n the need 
d<> cr i na t. i o n proceedings fo r rPL ' s Laude rdale Rc>po1.1ering and 
Ha r Lin Expcn~Jon project~ . (soc Order No. 23079 , p . 4 ~nd Order No . 
23080, p. 4) 

70. The record c onta i n!> no e v idence t h.i t th i5 loa f orecast 
l G not roa~onable ! o r pla nninq pu rposes in this docket. 

7 1. The t iming and amount o f FPL's need is determ i ned b y 
c omparinq the f o r eca s t o f d c mc1nd to ex i st ing and commi t e d 
rcco urcco t o de ~rmine if f PL ' s rel iability c r iter ia arc me t. 

I 

72. For thi~ purpose , the maxi mum co s t ef f ective l e vel o ( 
de~and ~ide mana gc>ment r educ ti o ns is taken into account. These 
rcduct1o n s ota l 1,003 HW by 1997, inc luding both r eside ntial l oad 
con rol a nd tntcrrup tible rates for larger cus t o me r s. Whe n these I 
demand o i de management measur es are c ons idered togethe r 1.1 i th the 
CC\nserva ion mea :.ures e numerated in Finding o( Fact No. 67, t he 
r<•cord showu that FPL i s e xpect ed to have over 1, 750 t-fW o f t o t a 1 
dcmn nd sid e savings by 1997 . 
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73 . PPL u s c:; two roliab1 )j ty cr i t o r ia to detcrnU.ne the timing 
and amount of its capacity needs : s ummer reserve margin and loss of 
load probability (LOLP). FPL plans its :;ystem to maintai n a 
minimum GUIIUIIer . r eserve marg i n of 15\ and a maximum LOLP of o. 1 
da ysfycar. These criteria are com.monly used i n the utility 
induatry, a nd were r eviewed by the Commi:;sion and found reasonable 
for planning purposes in t he need determinatio n proceedings for 
FPL ' G Lauderdale Rnpowcri ng a nd Harti n Expans i o n projects. ( see 
Order No. 23079 , p . 4 and Order No. 23080, p. 4) The r ecord is 
devoid of e v i d e nce suggesting those reliability c r lteria arc not 
r easonable for planning purpoocs in this docket . 

711. f'PL ' s anal y!li::> of i t s a dditiona l capacity need takes into 
accoun · FPL ' s exi!lting generating capacity; t he SlS MW of QFs which 
were under contract to FPL prior to t he ICL contract ; t he 
additlonnl capacity result i ng from the repowering of Lauderd a le 
Un1 Nos. • and 5 &n 1993 a nd the addition of Martin Unit Nos. 3 
and 4 i n 199< and 1995; a nd the power purc hase::; under FPL ' s 1982 
and 1988 agreements wi th the Southern Compan ies . Through the use 
of the TIGER reli ability model, the a nalysis also takes i n to 
accounL tho availab ill.ty of assistnnco from t he other util i ties 
wi h wh1ch FPL is interconn~ctcd. 

75. rPL ' ~ ana lyoi~ s hows that it r eaches undcsirabl~ levels 
01 J~LP beginn&ng in 1995, a nd ther~forc needs additional capacity 
b~ginn1ng in that y~ar . 

76. Tho ana lysis s hows that without any additional QF 
cap~city not already under cont r act , FPL r equires a total of 
approximately 900 MW of additional cnpacity by 1996 in order to 
moe the 0 . 1 day/ year reliability target . 

77 . FPL'~ a nalysis then identifies t:h e av.1ilable utility 
conctruction alternatives to meet the capac ity need. The economic 
analysis of these a lternat i ves i s based on a series of economic 
assump ions and on-co5t par.lllleters for the various generating 
eltcrna ivcs as s ho wn o n Exhibit 27, OocumcnLs 4 a nd 5. 

78. The conomic a nalysis of alternatives also oakes usc oC 
rPL ' ~ M y, 1989 mo5t likely fue l forecast. Th is forecast , which is 
dcv~loped using a sccnar1o appr oach , i s a 30 - ycar projection o f the 
prico and ~vailabillty o! ( oosi l f ue l s. The fuel forecast , wb i c h 
10 described 1n detail i n Section I ti . B and Appendix 0 of Exh ibtt 
l, and ~ummarized on Exhibi t 27 , Document 2, was r eviewed by the 
CommJssion ~nd f ound reasonable f or pl~nning purposes in the need 
dCL('t r.nn.lL i.on proceedings f or FPI , ' s La ud rda l Rcpower inq and 
Ho~Lin ~xpansion projcc s. (Gce Ordrr No. 23079 , p. 6 and Order No . 
13080, p . G) The record is devoid of evidence s uggesti ng that 
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FPL's Lu•l Cor cast is not reasonable !or pla nning purposes in th is 
docket. 

79. Doc d on these a ssumptions and forecas s , FPL's a nalysis 
shows tholt tho moct cost-c!!octive util ity construction alternative 
Cor oecting the 900 MW need in 1996 would be the construction of 
two 768 MW integrated qasifica ion combined cycle (!CCC) units. 
Thus , an ICCC unit is PPL ' s "avoided unit" for 1996. 

80. The Indianto\ofn Project is a more cost- effective 
al~ernativ !or mooting a portion o! FPL's 1996 capacity need than 
the ICCC unit . The Indinntown Project saves approximately $90 
nillion (19~0$) c umulativ pr o~nt value of rev nue roquircm ntu 
(CPVRR) ov r a thirty year period compared to an equivalent amount 
ot !CCC capac~ty. The Indianto\ofn Project also saves approximately 
$73 o1lllon over a thirty year period when compared to an 
quivalent amount of ICCC capacity on a year-by-yaar value o( I 

deferral bacia. 

81. The Indlanto\ofn Project is more expensive than 300 MW of 
standard offer capacity priced at 80\ of the statewide avoided unit 
when just the present value of the payment stream for 300 MW of 
standard of!cr capacity is compared to just the present value of 
300 M'W of capacity under this Po1.•er Sales Agreement · 

82. Thin Agreement conL<un:; nul':lerou:; provisions \Jhich are not 
fouud 1n the ::.tandard oC!cr contract . 

83. These include the previously mentioned provisions which 
will providr incentives to ICL to: 

(n) as::::ure that t he unit will be completed prior to its 
December 1, 19 95, commercial operating starL up date; 

(b) a~surc thAt the unit will oper te reliably (and 
penalties i! the unit (ails to meet specified performance levels ); 

(c) as!)ure ~hat the unit \Jill be available when most needed 
o 1nimize cos s o rPL ' s ratepayers. 

(d) acsurc the unit i s operated in nuch a way o minimize 
rPL ' c production cost:.. 

8~. Th~::>c guarantees of performance and hiqh level of I 
opor~ ion~l coordin tion and/or control muat be con~idored in any 
cor. -e ffectiveness analysis. Whil e no readily quantifiabl e in 
dollar erms ~hcsc do represent s1qnificant benefits to FPL and its 
ra ~payers over tho hirty year term of h ls agreement. 
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85. The record is devoid o cv~dcncc to oupport a finding 
that when conaidcring this project with these benefits versus a 
diocountcd otandard off r contract that the Indian town Project is 

not cost eft ctivc . 

86. Th Indiantown Project will contribute JOO MW toward the 
total 900 HW o! capacity needed by FPL in 1996 and is an integral 

par o! mooting FPL' o necessary reliability level. 

87. Abaent. ICL ' G contribution toward meeting FPL ' ::> need, 
FPL'a ~yat m reliability would degrade to unacceptable levels in 

1996, ~ncrcaa~nq the l ikelihood of acrvicc interruptions. 

88 . PPL ' s need for additional capacity in 1996 is part of a 
a a t.ow1de neod tor approximately 1,060 MW of new capacity in 199 6. 

89. The 300 HW to be provided by the ICL un it is also lc::.s 
than tho c umulative Pcnin::1ular Florida need of 2, 058 MW by 1996 

which rom1u na unsatioC1cd 3(ter all prior QF::. and previously 

cert1fi d capacity additions arc taken into account. 

90. AG a coa l unit, t he Indiantown Project is c-on">i:.tent with 
ho ypo o( capaci ty dcaiqnat.ed a s the statewide avoided unit , and 

w111 holp to maintain adequate fuel diver!>i ty on a Pen1nsular 

florid.l baaia. 

91. The I nd iantown Project is a cost- ffective alternative 

Cor m t.1ng the Peninsular Florida capacity need when compared t.o 

he atatuw.lde avoided unit, a 1996 pulverized coa l unit. The 

Indiantown Project aave:.J approximately $67 million on " value of 
defcrr~l basi~ whe n compared to ouch a unit. 

COtlCicUSIOt!S Of f,AW 

The Commi!lsion ha!: juriDdiction over the pilrties a nd the 

~ubject matter of thi~ docket pur~uant to Chapter!: 120 and 366, 
Florid.t Statutes , and Chapters 25-17 and 25-22 , Flor ida 

Admini~Lta ivc Code. 

Durinq he pendency of thi s procccthng and pnor to he 
hcilring, he Co11ru~ston' s coqencra . on rules were amt:!nded. The 
crt ria Cor cvalu~tinq a n qotiated contract have cha ng d. Both 

th Pc 1 loner, Flor ida Pow~r & Light , and Indiantown Coqcneration 

L.P. havr alluq d haL the rule in effect at the t.imc of the 
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execution of th<' con tract (Ma y 2 1, 1990) control!> . 
nccoo~arily agree. Howeve r, as the tullowi ng analysis 
propoGod aqreomen t meets the requirements of both tho 
current rule~. · Therefore, the question i s moot. 

I do not 
shows, t h e 
for mer and 

Tho prior version of the rule governing tho approval of 
ncgo iated contracts is Cound in Ru le 25-17.083(2), Florida 
Admini s trative Code. In pertinent part the r u le states: 

( 2) Each u tility may neqotiate a contract for the 
purchaoe of (i~m e nergy ond cDpacity fro~ any qualifying 
tacillty. Generally, s uch contracts will be considere d 
prudent for cost recovery purposes if the fo llowinq 
c riteria arc met: 

(a) it is demonstrated that the purchase of firm enerqy I 
and capacity from t he qualifyinq facility purs uant to the 
terms a nd conditions o! the contrac t can r easonably b e 
expected to result in the economic defe rral or avoidance 
of additional capac1ty construction by Florida utiliti es 
from a statewide perspective ; and 

(b) tho cumulative present \./Orth of firm cncrqy and 
capacity payments made to t ho qualifyinq facility over 
tho term of the contract arc to be no qrcate r than the 
cumulative present worth of the value o f a year-by-yea r 
d ofrrral of the s tatew1de avoided unit over the term of 
the contract; and 

( c ) to ·he exton that the annual firm enerqy and 
capacity payments made to che qualifying facili ty in any 
year 'exec d that y or ' s annual value oC deferring th 
c a~C\.Ildc avoided uni , the contract contain~ adequate 
provi!iions to pro cct he utility· ~ ratepayers in th..! 
event. tha the qua lifying facility fails to per f orm 
purc uant to t he termG a nd conditions of the contract. 
s u c h provis ion~ may be i n the form of ~ r equirement Co r 
the r e payment of firm energy and capacity pa yments made 
by Lhe utility, a surety bond or equivalent assurance of 
p e rformance of the contract. by the qualifying (iicility, 
or payme nt of lc~s han full a voided !irm e nc rqy and 
car-acity co:::to. 

'J'hc current. vcrcion o( the 3pplicable cogencratton ru l e (Ru.le I 
' 5-17 .0832 ( 2 ) , Florida Admini ~trativc Code , is as follo\.ls: 

( 2 ) tJcqot ia ed Controct~. Utilities and quali fying 
r~ctlltics nrc encouraged to negotiate contracts for the 
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purchaae of fir~ capacity and energy. S~ch contrac s 
will bo con::>idcrl'd prudent for co::.t recovery purposes if 
i t is dcmonotr.ltod that t h e purchooc of firm capacity and 
energy from the qualifying facility purouant to the 
ratec, te~s . and other conditions of the contract can 
reasonably be expect d to contribute towards the deferral 
or a voidance of addition. 1 cap city con!:truction or other 
capacity -related cos o by tho purchasing utility at a 
cost to tho utility ' s ratepayers which docs not exceed 
full avoided cost:-, giving conoidcratton to the 
characteristics of the capacity and energy to be 
delivered by the qualifying !acility under the contract. 
Negotiated contracts shall not be evaluated against an 
avoided unit in a standard offer contract, thus 
preserving the standard offer tor small qualifying 
facilities as described in subsection (J). In reviewing 
negotiated firiD capacity and energy contracts for the 
purpo~c of cost recovery, the Commission shall consider 
factors r elati ng to the contract that would impact t h e 
utility' ~ general body o( retail and wholesale customers 
including: 
(a) whcthcr additional firm capacity and energ y 1s 
needed by he purchasing utili y a nd uy Flor1da utilitLC ; 
from a statewide pcr~pectivc; and 
(b) whether he cumulative pres nt worth of firm 
capacity and energy p:1~cn s made to the qualifying 
facili~y ov r the term of t h e contract arc proJected Lo 
be no greater h a n: 

(1) tho cumulative present worth of the value of a 
ycar- by- ycar deferral of the cons truction and 
operation of gcneratton or parts t h ,.rcof by the 
purchasing utility over the tcra of th c ontrac ; 
calculated in accordance with cubscctlor. (4.) and 
paraqraph {5) (a) or this rule, providir.g that the 
cont£_act is designed to contribute toward s the 
d eferral or avoidance of s uc h capacity; or 
(2) he cumulative present worth of other capaciLy 
and cncr9y rcla~cd co~ ~ h a th contract 1s 
dcs1qncd to avoid such as fuel, opc rat.1o n and 
" intcnance expenses or alt..crnat.ivc purchase:. o t 
capacity , pro v1ding that h e contract is dcs iqnc d 
Lo avoid s uch costs; a no . 

(c) l.O the exton tha ~ annual firm capacity and e n e rgy 
payments culdc o l.he qualifyinq facility 1n any year 
exceed thaL year's annual value of deferring tho 
con~LruCtlon ilnd operation of genorat1on by the 
purchasing ut.il1ty or other capacity and energy rela cd 
co:..t.s , wh her the contrac t cont..a1n::> provision!: to e nsure 
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ropaYl!lent of !>uch payments exceeding that year's va luc o f 
deterring that capacity i n the event that the qual i fying 
faci~ity fail& to deliver firm capacity and energy 
pursuant to the terms and conditions o( the contract:; 
provided, hovcvcr, that provision~ to ensure r payment 
may be based on foreca~tcd data; and 
(d) considering the technical reliability, viability and 
financial stabil ity of the qu~litying facility, whcthu r 
the contract contains provis ions to protect the 
purc hasing utility' s ratepayers in tho e vent the 
qualifying tacility Coils o deliver firm c apacity and 
ene rgy in t he amount and times s pecified i n the contrac t . 

Subsections 2 (a) (b) and (c) of each rule arc comparable , 
r equiring evidence of need !or the capacity, cost-effectiveness vs . 
n s a ndard avoided unit and security Cor any payments in exccsr. o 1 Ill 
each year's value of deferral in the event the qualifying facili ty 
fails to perform. 

Rule 17.08J2(2)(d), Florida Administrative Code , impos e s 
a dd ition::tl requirements tor qreater protection oC the r atepayers 111 
t he event that t he QF fai ls to perform. 

In i s pe t i tion , FPL a s ked the Commission to make s pecifl c 
f i nd 1nqc that: 

(1) th«' Aqrccr~cnt is r e a s onable ,. prudent and in the bl' ~. l 
i n t e r est or fPL' s ratepayer~ ; ( 2 ) the Agre cr.1ent cont;d w · 
ade qua te s ecurity based on ICL's financia l abil i ty; (J) n u 
cos ts in exces !l or FPL ' s tull a voided cos t s a r e llk('ly t o lw 
lncun:ed by FPL over tho initial term of the Agree•lc nt; ( 4) 
all payments Cor energy and capacity made by FPL pur~ua nt l u 

he Aqreeme nt may be recove red from FPL's cus t omer s ; a~d ( 5) 
FPL s hall no t be requi red to resell t he energy and cap~c1ty 
purchased pursuant to the Aqreement to ano ther e l e e r j <'" 
ut i lity so lonV as t heir retention i s in the best 1nt er ~sts o t 
FPL ' s ~a cpay r s . 

Rule 25- 17 .08 3( 2), Florid<l Admi.nis rative Code , r equ ire-:; t.ha L 
t hree c r 1 t o r ia be met in orde r Cor payments made pursuant o 
neqo~iated agre ements for h purchas e of electric ity from 
cogenc rators to be recover.ble through a utility' s fu e l adjus ~~n 
c laus e. First, it must be demonstrated that the purchase of s uc h 
firm cnc rqy and capacity from t he QF purs uant t o the terms and Ill 
conditions of t he contract can reaconably be expec ted to res ult in 
the e c onomic deferral or avoidance of additional capac it.y 
cons truc t.J.on by florida utl..lit.ics trona, a statc \Jide pc r!>pcc tive . 
second, the cumul. tivc pres ent \JOcth o! Cirm energy and capac i y 
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paymentc made to the QF over the term of the contract arc to be no 
greater than the cumulative present worth of the value of tho year­
by- year deferral of tho ctatewide avoided unl.t over tho tenn of the 
contract. Thir~. to th extent th t tho annual firm energy and 
c~pacity p ayments made to the QF i n any yo~r exceed that year ' s 
annual value of d eferring tho eta owide avoided unit, the contract 
mu::.t contain adequate prov icionc to protect the ut i lity ' s 
ratepayerc in the event the OF fails o perform purs uant to the 
terms and condi ions o( tho contracL 

Ac o the firct requirement the record e vidence clearly 
demonstrates that FPL, Peninsular Florida and tho State of Florida 
as a whole have a need tor firm capacity and energy in 1996, in a n 
amount greater than is represented by thic project. The record 
roClccts that this project is lees expensive than FPL's own avoided 
unit. The record als o c hows that when the Indiantown project is 
compared to the 1996 statewide a voJded unit, it is cost ef f ective. 
Thus the purchase of firm capacity and energy pursuant to this 
agreement will rccult in the " economic deferral or capacity 
conctruction from a statewide pcrcpcctivu." 

The cccond rcquircn~cnt is an casi ly calculable comparison. 
The evidence demonstrates that ICL project is approximately $67 
m1llion lees expensive a n a cumulative net presen value basic when 
compared to the 1996 ctatcwide avoided uni~. 

The Lhird r equi rement in ..tlno an easily calculable compari::;on . 
ICL ic obl~gaccd under the agreement to pay a termination fcc to 
fPL bac d on the utility ' s avoided IGCC unit. Thi::; fee · s grcaLcr 
than the liability would be using the state-wide avoided uniL as 
the basic !or comparison. This obligation is well sccureu by a 
1 ctLcr ot: ercdi , a first lien e n the QF status rcacrve (unu, a 
second lien on the maintenance reserve fund and a second mortgage 
on the facility. 

Acc-ordingly he contt:act con ains "adequace provisions to 
pro ccL the ratepa yers i n the e ve nt the QF Calle to perform". 

Rul 25-17 .0832 ( '2 ), Flond~ Admlni scraLive Code (cffectlve J0-

2S-90) hac four spcc1Cic r qutr~mcn s. 

The Cirs rcquiren a ahowing o( t he need Cor addttional fi~m 
capac~ty and energy froa t he perspective o( the purchas~ng uLility 
and on a statewide basis. Ac previously ctatcd , the record c learly 
d~monstra ~s a need for firm capacity and energy in excess of the 
330 MW maximum of the Indiantown p r oject to meet both fPL ' s and he 
statcwl.de aggregate needs. 
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The oocond criteria is !>atiotlcd by a compar ison o! the 
cumulativ net preo nt vGlue of the payme nt . for firm capacity a nd 

nc rqy to the u ility • c avoided g enerating a lternative. The record 
c learly .1.ndicat~c that Indiantown project is approximately $73 
n 1llion 1 ~s expensive than the equivalent amount or FPL 
cona truct cd ICCC capacity. 

In compliance wlLh the rule , the contract ic desiqned to a void 
or defer the need for that construction . 

Rul 25-l7. 08J2( 2 )(c ) requires a y a r by y ear analy~is or the 
adequacy or the amount of and security for any r epayment or 
payments modo in cxcccs of that years val ue of deferral for t h e 
util.1.ty 's avoided unit. The t erminat ion fcc payable pursuant to 
this aqrccmcnt ic equal to the difference between this contract and 
fPL's 1996 768 MW ICCC unit. The p rev ious ly mentioned letter of 
cr dit , lien::: o n maintena nce and QF status funds reserve a nd I 
second mortqaqc on t he fac1lit)' are cufficient to secure this 
obligation in ca tic!action of thic requirement. 

The lac t cubctnntiv provision of Rule 25-17.0832(2), r equires 
~n valua ion o1 the protection afforded the utilities ratepayers 
1n the event t hat qualifying r acill.ty !ails to deliver firm 
capacity and enorqy in t he amount and at the times specified by the 
agroem•n . Consideration ic qiven to the technical rel1ability, 
v1ability and !inanc1al ctability of the qualitying tac1li y. By 
lhc previously deta iled provi~ions permitting FPL to approve the 
nrchilect/ c ng i nccr , the requirement that I CL obtain a comm1tmcnt 
Crom the price cont ractor to provide ~ecurity for S60 million in 
l1qutdation damage:::, the time requirement~ for filinq cite 
ccrtlfication application and construction loan closing , the 
completion ~ecurity oC $9 million, a nd the opportunity f o r !CL to 
b gin ~elling power hrce month~ bo for the ~chcduled compl~tion 
d1tc , ~he record con ainc c l ear e v idence hat the project wil l be 
ava1lable when prom1~ed. Rdtepayer~ arc adequately protec ed i f 

he fac1lity do~s not come on l i ne as scheduled in late 1995. 

TIP t.echnoloqy cho!;<.•n (pulv rlzPd coal) l S proven. The 
prO JI'C" r:pon!;oro p~trcnt ocg;,n iza ion:.; ( he Bec hte l Croup Inc . and 
P.1cH ic c.ao and Elcc ric Company) hav t.hc re!;ource~ t.o complete 

h1L projPc t on time and as ~peci t icd. 

The second mortgage which FPL will hold is available to s ecure 
al l TCL'n ob l.tg tions undnr the nqrccmcnt. ICL is require d to have I 
d min1111um 10\ quity in lhc project . Tho contract requtres that 

hn qu1 y 1 n he projPCL must 1ncrcaac , 1 thcr t.hrouqh reduction 
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in the pr incipal and/or apprec iation in fair market value . In any 
ye~r whic h a termination !ce could be due, the Agrccm~nt limits 
dintribut i onc to the partners of ICL. 

aaocd on these considerations it is clear t hat the ratepayers 
a r c adequately protected in the cvPnt that ICL fails to deliver 
fi r m capaci y and energy in tho amounts and at the times s pecified 
as r equired by Rule 25-~7 . 0832(2) (d). 

SPECIFIC fit'QINGS 

8a$cd on the Findingo oC Pact and conc lus ions o f Law, the 
fo l lowi ng Speci fic Findings arc made: 

( 1) the Agreement is reasonable , prudent and in the best 
inte r e:; t of FPL':; ratepayers. 

( 2 ) the Agreement conta,i ns adequate security based on I CL' s 
fina ncia l s abi lity . 

( 3 ) no co~ts in exc ess of FPL's !ull avoided costs a re likely 
o be i nc urred by FPL over the initia l t e r m o( t he Ag r eement . 

(4) all pa yments for e nergy and c apacity made by FPL pursuant 
to t he Agreement ma y be rec overed from FPL ' s c us t omer s . 

FPL asked f or a finding that i t " s ha ll not be r equir ed to 
re~el l the e nergy a nd capacity purc hased pursuant t o the Agreement 
to a no the r clec~ric utility s o long as thei r r e t e ntion is i n the 
bo~L inte r cs o o f FPL ' ~ rate paye r s . The previou~ r u l e govern ing 
~uch sa l es inc luded a requirement tha t t he sa l es be ~ : the 
utili y •s " or i g i n• l cos t ". 

In pr ior p roceedings FPL h~ s maint~ inad tha t th is has at lea ~ t 
·wo adv r s e t fcct s _Qn t he ratepayers : 1. It deprives FPL o( the 
benefi t of i ts bargain when lt negotiates for the purc hase o( pow~r 
from a OF; a nd 2 . In the evant that payme nts for (j rr.~ capacity and 
energy und e r a negotiated contrac t arc " front-end" loaded sell ing 
power -tn Lhc l a ter year s r csu l s in o price th.:\ less ha n he 
true "origt nal cost. " 

Th ru l govcrninq c uc h oales has been ar.~cndcd c(fcct;ivc 
OcLob<!r 25, 1990. Rul e 25-11.08)2 ( ~ ) , n or i dil Adm i n tstrat i vc Code 
now s ta cs hi\ : 

"To t l w e xt on tha firm 
ca paci ty . . . i s not needed by 
u i 1 i y , thc-;c ru 1 cs Ghll ll be 

ene rgy and 
a purc has tnq 
con:H.rucd t o 
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encourage the purc hasi ng utility t o sell ·all 
or of tho e nergy and capacity ... at a mutually 
agree~ upon price whic h i~ cost effective to 
the r<atepayers" . 

under the n ew rule, FPL would not be required to sell this 
power unlecc it did not nacd i and the selling price was cost­
effective. J\b::.ent those two pre requisites, it would not be 
reasonable Cor FPL to rc::ocll this power. Accordingly, FPL s hall 
not be required to resell the firm e nerg y and capac1ty purchased 
pursua nt to this agreement to another utility so long as their 
retention is in Lhe best interests of FPL's ratepayers. 

RECOMMENDATION 

Based on the foregoing, it is my recommendation that the 
Florida Public Servic e Commission enter a Final Order: 

(a) IUCORPORATING t:.he Findings of Pact , Conclusions of Law, 
and Specific Findings contained in t his Recommended 
Order ; and 

(b) CRANl'ING the Petition for Approval of Cogeneration 
Agreement with I ndiantown Cogeneration L. P. 

RVE; Ll 
9007J l.l.tl 

(\\""~·ycz=_~ 
~MCK. WI LSON 

Commi::.sioner and lleat"ing O(f;ccr 
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Af,fF.NOIX I 

RYLJNCS Oil PROPOSED FINQIHGS Of FACT 

Indiantown Cogeneration L. P. ~ubmitted some separate Finding~ 
of Fact in accordanc e with the requirements of Rule 22 -25 . 056, 
F.A.C . In co~pliancc with Section 120. 5~ (2), Florida Statu tes, I 
make the following rulings on each o ne: 

(1-)0) Accepted and Incorporated 

! 
I 
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