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In re: Petition for Approval of

) )  DOEREENS!900731-EQ
cogeneration agreement between Florida ) : '
)
)

Power & Light Company and Indiantown

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

FLORIDA POWER & LIGHT COMPANY'S
RECOMMENDED ORDER

~ Pursuant to notice, a formal hearing was held in this docket

B i befér. tha Florida Public Service Commission ("Commission") by its
duly designated Hearing dfficer, CHATRMAN MICHAEL McK. WILSON, on

beé.nper 5, 1990, in Tallahassee, Florida. Having considered the

}G'f evidence presented to the_Hearing Oofficer, the Hearing officer's
,recbmnehdgd  order and Staff's recommendation, the following

) Commissioners participated in this decision:

APPEARANCES
The following appearances were entered at the hearing in this
procesding:

CHARLES A. GUYTON and BONNIE E. DAVIS, Steel
Hector & Davis, 215 South Monroe Street,
julta 601, Tallahassee, Florida 32301-1804

e
e

walf of Florida Power & Light Company
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RICHARD D. MELSON and CHERYL G. STUART, Hopping

Boyd Green & Sams, Post Office Box 6526,

Tallahassee, Florida 32314
ehi ndia : on P

VICKI GORDAN KAUFMAN, Lawson, McWhirter,
Grandoff and Reeves, 522 East Park Avenue,
Suite 200, Tallahassee, Florida 32301 and
- C. M. NAEVE, Skadden, Arps, Slate, Meagher &
~ Flom, 1440 New York Avenue, N. W.,
' Washington, D. C. 20005-2107

ROBERT V. ELTAS and MICHAEL PALECKI, Florida
Public Service Commission, 101 E. Gaines Street,
Tallahassee, Florida 32399-0863

; : 2 PRENTICE P. PRUITT, Florida Public Service

e 8 Commission, Offica of the General Counsel,

G Tok (5 Gaines Street, Tallahassee, Florlda
32399-0861

Counsel to the Commigsioners
, 4
The ultinnt- issue is whether the petition of Florida Power &
Light Caniny ("FPL") for approval of its Agreement for the
Purchase of Firm Capacity and Energy Between Indiantown

Cogencration,‘L.PJ and FPL ("Agreement") should be granted. 1In ite

petition FPL requested the following specific findings: (1) the

Agreement is reasonable, prudent and in the best interest of FPL's
ratepayers; (2) the Agreement contains adequate security based on
ICL's (Indiantown Cogeneration, L.P.) financial stability; (3) no
costs in excess of FPL's fuil avoided costs ﬁre likely to be
'ﬂmf'rad by FPL over the initial term of the Agreement:; (4) all
energy and capacity made .by FPL pursuant‘td_thé

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

the energy and capacity purchased
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puriﬁant‘to the Agreement to another électric utility so long as
their retention is in the best interest of FPL's ratepayers.

' uLig,thdj?r.hgaring Conference held on November 27, 1990 the
pa?&i;; 1dqntif£;d seven (7) factual issues and one (1) legal issue

forlrigplution in this proceeding. Those issues are specifically
ol s 1 3

*ltltgd in the Prehearing Order in this proceeding, Order No. 23831,

liluld*bicomhér 4, 1990. our findings on those issues as well as
oth.r :aatual and legal findings 'appear in the following
diaaullion. :
' | , ,
- On August 9, 1990, FPL and ICL (Petitioners) filed a joint
petition for a determination of need for a proposed electrical

powar plant and related facilities pﬁrsuant to Section 403.519,

Florida Statutes. The )roposed facility, known as the Indiantown

Proj.ct,' viglf'bt located near Indiantown, in Martin County,
Florida. The Indiantown Prgject"is a coal-fired steam generating
unit designed to produce from 270 to 330 MW. The unit's projected
in-service date is Decemberrl, 1995. It will be owned and operated
by ICL, and tha.net elactricai p&wer from the project will be sold
to FPL pursuant ﬁo a power sales agreement.

On August 27, 1990, FPL filed a petition seeking approval of
the Rgreement executed by FPL and ICL. The Agreement, which was
executed on May 21, 1990, sets forth the terms and conditions under

Lwill ﬁw!l firm capacity and energy to FPL for tairty (30)
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- Pursuant to Order Nos. 23710 and 23711, the joint petition for
need and FPL's petition for contract approval were consolidated for
:hb,purpoqpl of pre-filing exhibits and testimony, the conduct of

the p:.hearing,'and the‘haaring. Several parties petitioned for

leave to intervene in this contract approval docket. Both the
Florida Municipal Power Agency ("FMPA") and Air Products and

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

'hutAhir Producttiidthdrew its petition, and FMPA amended its

bqtition, to.intorvcnd, instead, in the need determination docket.
In addition, ICL, FPL's joint'petitipner in the need determination
docﬁ.t, and Nassau Power Corporation, a potential cogeneration

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

~ contract to sell power to FPL, sought leave to intervene. At the

Novenber 27;‘1990 Prehcaring Conference, both ICL's and Nassau's
petitions for leave to intervene were granted without objection.

At the outeet of the final hearing, Nassau withdrew its

_intérvdntion, lbavinq FPL, ICL and the Commission Staff as the only

parties.

At the final hearing, ICL presented the testimony of Joseph P.
Kearney, Preaidént and Chief Executive Officer of ICL and of PG&E-
Bechtel Generating Company; Stephen A. Sorrentino, Project
Davelopment ManagerA for PG&E?Bechtel Generating Coﬁpany with
overal re;pwnsibi]ity for managing the development of the

‘ and John R. Cooper, vice President -~ Finance
ating Company. FPL presented the testimony of

-or of Bulk Power Markets, and Samuel S.
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Waters, FPL's Hy:mager of Power Supply Planning. No other party

presented any testimony. Petitioners offered Exhibits 2 through

18, Exhibits 20 through 25, and Exhibits 27 through 30, which were
received into evidence. The Commission Staff offered Exhibits 1

and 31, whichfni;a received into evidence. The Hearing Officer

‘reqn.ltod 'Lat.-Fllqd Exhibits 19 and 26, which were filed

subsequent to the hearing and received into evidence without
objection.

" The transcript of the hearing (2 volumes) was filed on

‘vDeénnb.r 7, 1950. The parties filed Proposed Recommended Orders

and Posthearing Statements on December 21, 1990.
IHE APPLICABLE LEGAL BTANDARDS
FPL initiated this proceeding pursuant to Florida
Aﬂminiltiativc, Code Rules 25-17.080 through 25-17.091
("Coq.ncrqtion Rules”). Although those rules have subsequently
been alcndod;’tho rules in effect at the time FPL's petition was
filed afa operative. -

At the time the Commission's cogeneration rules were adopted,

‘and in our subsequent application of these rules, the Commission

has expressed a preference for individually negotiated contracts

between qualifying facilities and utilities. See, In re: Adoption

of Rules 25-17.80 through 25-17.89 - Utilitv's obligations with
regard to cogenerators and small power producers, 81 FPSC 4:130,
endment of Rules 25-17.80 through 25-17.89 relation

FPSC 10:150, 162; In re: Petition of Florida

approval of cogeneration agreement with
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Florida Crughed Stopne Company, 84 FPSC 10:103. For instance, in

- the order adopting the cogeneration rules 'applicable in this

proceeding, the Commission specifically stated:

[Blubject to our ability to control the pass

through of costs to ratepayers, utilities and

QFs are in a far better position than we are

to define their mutual obligations and daily

working relationship. Therefore, we retain

our preference for individually negotiated

contracts, and continue to encourage them

: whenever possible. ; _

83 FPSC 10:150, 162. Similarly, in Order No. 13765, an order
approving an FPL negotiated cogeneration contract, the Commission
observed, "[bjoth the Cogeneration Rules and related Commission
orders encourage electric utilities and owners of QFs to negotiate
contracte for the purchase and sale of firm energy and
capacity...." 34 FPSC 10:103.

To encourage tlie negotiation of individually tailored
contracts between qualifying facilities and wutilities, the
Commission adopted Rule 25-17.0831, which allows utilities and
qualifying facilities to enter into separately negotiated
confractg. In addition, the Commission also authorized utilities
to recover, through their Fuel and Purchase Power Cost Recovery
Clauses, firm energy and capacity ‘payments made to a qualifying
facility pursuant to a separately negotiated contract, if the
contract was found to be prudent. Florida Administrative Code Rule

ion also provided general standards for
contracts are prudent for cost

standards are set forth in




Plo'rfdn ‘Aaninistritive code Rule 25-17.083(2). In abbreviated
forn., the three criteria in Rule 25-17.083(2) that address contract
pi:udgnge and cost recovery are: (a) whether the contract can
reasonably be éxpccted to economically defer or avoid capacity; (b)
whether, over the term of the contract, the present worth of
co:jﬁracﬁ payncntl is no greiter than the present worth of the value
of dg‘tpri.'il'la'o.t _the capacity avoided or deferred; (c) whether the
contraot has ‘;daquata protection ‘to' ratepayers in the event the QF
fails to perform and payments to the QF have exceeded avoided costs
through the time of default.

; In this brdcudinq an issue has been raised of whether this
cémiusion, in detﬁining contract prudence and cost recovery
pursuant toil»lu,lo 25=17.083(2), may consider a utility specific unit
rather than the statewide avoided unit as a basis of comparison.
Although cogent reasorns have been presented supporting the position
that a utility specific unit comparison is appropriate, we find
that it is not necessary to resoive this issue. The evidence
addressed at the hearing shows that regardless of whether FPL's
avoided unit or the statewide avoided unit is used as the basis for
comparison, the ICL contract —satisfies these criteria.
Conseguantly, we need not address whether these criteria are the
exclusive criteria for contract approval or whether only a
statewlide avoided unit may be used as the basis for comparison

er this rule.

e



_ . - FACTUAL DETERMINATION
General Information
The Agreement submitted for approval in this proceeding is a
power sale agreenent executed on May 21, 1990 and amended on
Mnbor 5, 1990, égtting forth the terms and conditions for firm

capacity and energy sales hy ICL from its Indiantown Cogeneration

Project to FPL for a term of thirty (30) years. The only parties

‘to the Agreement are FPL and ICL.

FPL is a regulated utility subject to this Commission's

jurisdiction. 1Its service area spans 3% Florida counties and

contains approx,imately 27,650 square miles with a population of

approximataly_ 5.9 million.

The Indiantown Cogeneration Limited Partnership, or ICL, is a
limited partnership formed as a vehicle for PG&E-Bechtel Geherating
thpany t_o own and ojerate the Indiantown Project. PG&E-Bechtel
Generating Company is a general part_nership between PG&E Generatihg
Company, an affiliate of Pacific Gas and Electric Company, the
nations largest combined electric and gas utility company, and
Bechtel Generating Company, an affiliate of Bechtel Group, Inc.,
one of the largest engineering, construction and development
companies in the world. The specific partnership structure of IcL
at the time of the hearing was that it had two (2) general

tners, Toyan Enterprises, a wholly-owned subsidiary of PG&E
and an affiliate of Pacific Gas and Electric
poration, a wholly-owned subsidiary of

y affiliate of Bechtel Group, Inc.,
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and one limited partner, PG&E Generating Company. Additional

limited partners taking an equity position in the project are
pe:mitted undér thevpartnership agreement.

~ The Iﬁdiantown Cogeneration Project is a pulverized coal-fired
generating unit located in southwest Martin County, Florida. The
site is located nine (9) miles east of Lake Okeechobee, about three
(3) miles northwest of Indiantown, and approximately three (3)
nilon.louthqalt of FéL's,Martin plant. The actual committed
cnp;o;ty from the plant will be designated by ICL and must be in
the‘ftnge of 270 to 330 MW, unless FPL agrees otherwise.

Tha unit's projected in-service date is December 1, 1995. The
in~service date can be as early as September 1, 1995. There is
alsc a ﬁrovision in the coniract that would allow, under certain
harrowly prescribed c:nditiona, the in-service date to slip no more
than five (5) months without penalty to ICL. Even if that
provision operates, it is envisioned that the unit will be in-
service prior to FPL's 1996 summer need. ,

Under the contract FPL has the exclusive right to capacity and
energy from the iCL unit. Capacity payments begin on the
commercial operation date. Energy available froh the facility
prior to the commercial operation date will be purchased by FPL at

a base hourly energy rate indexed pursuant to the contract.

Paferxal ox Avoldance
ne of the criteria for contract prudence

the contract can reasonably be




expected to economically defer or avoid capacity. The evidence in

this case demongtratas‘that the ICL/FPL Agreement can reasonably be

‘ éxpcctod to_cconomically defer or avoid generating capacity. This

has been demonstrated by the testimony and exhibits of Mr. Waters.
At gha time the FPL/ICL Agreement was executed in May 1990,
FPL had determined that it needed approximately 400 MW of utility
constructed cip&city‘to meet its reliability criteria in 1596;
Undcr’rPLblﬁQ‘nerétion expansion plan, the most cost effective
alternative of utility constructed capacity to meet that need would
be to huild a 768 MW IGCC unit in 1996. That generation expansion
plan has previously been filed with the Commission as part of FPL's
Pstition To Determine Need For Electrical Power Plant 1993-1996
("FPL's 1689 Need Filing). That Need Filing, which formed the

balin_ for this Commission's consideration and eventual

‘determination of neeil for the repowering of Lauderdale Unit Nos. 4

and 5 and construction of Martin Unit Nos. 3 and 4, has previously

been reviewed and approved by this Commission. See, In re:

electrical power plant - Lauderdale repowerind, 90 FPSC 6:240

(Order No. 23079); . i \*4 & Light an

to determine need for electrical power plant - Martin expansion

prolect, 90 FPSC 6:268 (Order No. 23080). The same principle
25;metiunuyﬂnde{l}ing FPL's 1989 Need Filing - its demand and
v forecast, its fuel price and availability forecast, its
gement forecast, its economic and financial

and performance estimates for new generating
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uniti*— wvare ths.uaﬁo assumptions in place and officially approved
with1n¢m when FPL made the decision to sign the contract with ICL
1n uhy ot 1990..

gOpn of theAalsumptions underlying FPL's 1989 Need Filing and

the conclusion that FPL needed an additional 400 MW of utility

constructed capacity to meet its reliability criteria in 1996 was

that in addition to the then existing 515 MW of qualifying
facilities under contract to FPL, FPL would also have an additional
580 MW of QF capacity available by 1997. 1In that forecast of
poteni';‘.il;alr'd? capa'éify, 1ICcL was part of the assumed potential QF
capacity. , 5 ’

. To lmll FPL': need for the ICL contract, FPL reran the
analy-:l.l performed in its 1989 Need Filing employing the same major
assumptions, .xc-pt it removed the potential QFs which were
previously assumed to be part of FPL's expansion plan. By removing
this 580 MW of pot-ntial QF capicity through 1997, FPL was able to
assess its need for additional QF | capacity. As Mr. Waters
ﬁaltiti-d, this analysis demonstrated that without additional QF
capacity FPL needed roughly 900 MW of utility supplied' capacity to‘
meet its 1996 reliability criteria. Mr. Waters further testified
that to meet this 900 MW of need in 1996, FPL's most cost effective
Albarnative would be 6 bulld two 768 MK I6GC units te Be dn
service by (1‘ 96. Simply stated, Mr. Waters analysis showed that

contract FPL would have to add two 768 MW IGCC

iiability criteria, but with the ICL
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contrldt'PPL would only have to add one 768 MW IGCC unit in 1996 to
meet its reliability criteria. ;
The unnistakable‘conclusion to be drawn from Mr. Waters'

analytil.iigthat’by entering into the ICL contract FPL has deferred

_the construction of a 768 MW IGCC unit, the most economical FPL

ginprating.unit alternative available in 1996. Therefore, we find
thpt'thq ICcL conﬁtact can reasonably be expected to result in the
oeohonié deferral 6t additional capacity construction by a Florida
utiligy, namely Florida Power & Light Company.

‘The record also reflects that there is a statewide need for
capacity in 1996 greater than FPL's need for additional capacity.
The 300 MW of cﬂbacity from ICL represents 28% of that needed

capacity and il‘nor§ economical than the statewide avoided unit.

Tharefore, we find that the ICL contract can reasonably be expected
to result in the econcmic deferral or avoidance of additional
capacity construction by a Florida utility from a statewide

perspective.

Contragt Copt-Effectiveness

The second criterion for contract prudence and cost fecovery
is a bagic measure of the contract's cost effectiveness. Under the
criterion of Rule 25-17.083(2) (b), the cumulative present worth of
firm energy and capacity payments made to ICL over the term of the
co1 . et must be no greater than the cumulative present worth of

- by year deferral of the avoided unit. We find

case shows that standard to be satisfied.




As previcusly noted, Mr. Waters testified that the capacity
avoided or deferred as a result of the ICL contract was a 768 MW

IGCC unit.: In his testimony'énd exhibits, Mr. Waters compared the

'rolativn cost of the ICL contract and the IGCC unit it avoids. His

analylil Uhpw that the cumulative present worth of the flrm energy

and clplciﬂy paynnntl to be made to ICL over the term of the

contnqct unro less than the cumulative present worth of the cost
nuochtad with rPL's avoided IGCC unit.

Th. rccard is well developed that on a value of deferral basis

,tho Icn contract saves approximately $73 million cumulative net

pronnnt value (1990 $) over the thirty year life of the contract
uhcn couparnd to an equivalent amount of IGCC capacity (FPL's

avoidod unit) on a yoar—by-year value of deferral basis. It has

 also been demonstrated in this proceeding that on a value of

deferral basis the ICl, contract saves approximately $67 million
cunuiativ. nit' present value (1990 §$) when compared to an
aquiﬁalont amouht of capacity of the statewide avoided unit, a 1996
pulverized coal unit. Therefore, we find that this criterion for
contract approval has been satisfied, and we make the further
specific finding reguested by PPL that no cost in excess of FPL's
full avoided cost are likely to be incutred by FPL over the iﬁitial

tarm of the Agreeament.

ion of ¥PL Ratepayers
-iterion of Rule 25-17.083(2) regarding contract

ery addresses whether the contract has
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ad@quaﬁi“prbtaction to ratepayers in the event a QF fails to

- perform and payments to the QFs have exceeded avoided costs through

_thgt point in time. We find that the evidence in this record shows

that this criterion has been satisfied as well.
Under the contract as amended, ICL has an obligation to pay a
to!nln&tion"foo' in the event the agreement is prematurely

terminated and Iét-haa received payments in excess of FPL's avoided

‘GOﬂﬁ.\'Tﬁil termination fee is equal to the cumulative difference

(plus a 12% carrying charge) between the payments made to ICL under
the cohtract and FPL's avoided cost for a 1996 IGCC unit. Simply
stated, ICL has a contractual obligation in the event of a
premature termination to iepay the entire amount by which its
payments under the contract have exceeded FPL's avoided cost.
- ICL's obiigatiohrto pay a termination fee is secured as well.
It 'ii Iicurcd ‘by seseral different types of securities: (a)
termination t-.wiaourityrin the form of cash or a letter of credit
which starts at $13 million in the first year of operation and
escalateniup to a maximum of $50 million in the fifth (5th) year of
oparntioh.,and thereafter must be maintained at a level of 10% of
the total fermination fee obligation; (b) a first lien on the QF
status reserve fund which starts at $500,000 in the first year of
operation and escalates up4to a maximum of $5 milliﬁn in the tenth
(10th) year of operation and is to be maintained at that level
throughout the life of the contract; (c) a second lien on the O&M
which begins at $3 million in the first year of

ala by $3 million a vear to $30 million in the
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rtcnth'?loth) year of operation; it is to be thereafter maintained

at $30 million until year twenty (20), when ICL may begin to

'w:l.thdx'av from it for overhauls or major maintenance, but the

mininul alount in the fund must ‘be $10 million; and (d) a second

'-ortghgl on ‘the facility while ICL has a termination fee

obl _1qat:|.on ;

H'Th? value ot the second mortgage is protected by a number of
contrnct praviliona. a requirement that ICL have a minimum of 10%
oqutty 1nveltnnnt in the project; a levelization formula which
raqui:il cqpity invastment increase over time, either through
reduction in the project debt and/or appreciation in the fair
market value of the facility; and limits on distributions to ICL's
partners during %he period in.which ICL may be liable for payment

of a termination fee. Tha evidence shows that the total security

for the termination fee axceeds the projected termination fee

‘cbligation in sach year of the contract, and that the security was

the best FPL could negotiate with ICL. We find that the Agreement
contains adequate secﬁrity based on ICL's financial stability.
The .videnc§ also shows that ICL's termination fee obligation
under the contract 1s larger than the difference between the
payments to be made by ICL and an avoided cost payment stream
associated with the 1996 pulverized coal statewide avoided unit.
Thue, even if eone were to apply this criterion in the context' of

tewide avoided unit rather than a utility specific unit, it




D Beyond the specific requirements that ratepayers be protected

~;1n the cvont that ICL'tarmlnates the contract at a point in time at

:uhiah it han receivad payments in excess of ICL's avoided cost,

thor. are a nunhnr of other contractual provisions which work to
prottct the 1ntereat of FPL's ratepayers. In terms of security
qrrnnglnantl, there are several security arrangements which provide
addiglépal ?rotect;on to FPL's customers. For instance, ICL must
pfo#ido a completion security of up to $9 million against which FPL
can drﬁw as much as $750,000 per month in the event the facility
do.lJndtaﬁqhicjﬁ its commercial operation date. ICL is required to
maintain a QF status reserve fund. This fund is available to ICL
to take necessary action in the event that it losses its steam host
hnd»nult maintain its qualifying facility status. ICL must also
maintain an O&M reserve fund. This reserve fund is to be used for
major maintenance or overhaul of the unit. In addition to the
various ‘tunds, anuir-d by the contract, there are a host of
additional céntractﬂal'provisions which help to provide assurance
that the unit will be timely built, efficiently and reliably
bp-ratod, avajilable when most needed, and operated to minimize
FPL's prodﬁction costs. Taken as a whole, the provisions of this
contract offer significant pro;ection_the customers of Florida

Power & Light Company.

noted, the agreement between FPL and ICL meet

‘tatutory criteria for contract prudence




aqd cost 'reccovery. The contract will result in an economic
 deferral of FPL capacity; that deferral will be cost effective with
a savings of some $73 million relative to FPL's avoided unit; and

FPL-hhl a‘iecuréd obligation from ICL to repay any firm capacity

T“ and -naagy paynants to the extent that ICL terminates the agreement
and ha- roceivad payments in excess of FPL's avoided cost.

addition to neating the criteria for contract approval, it

should be notld that a significant record was developed in this

ca- 'to show that there are an extensive number of contract

{, i provﬁsions which work to protect FPL's ratepayers. As Mr. Cepero

tqstificd, the Agrcament contains several provisions designed to

- provide reasconable assurance that the facility will be completed on

time. It ie clearly in £he interest of FPL's customers for this

unit ¢o be built on time and placed in service. Without the

capacity offered under this contract, FPL will not achieve its

ey ’, reliability critﬁria»and will face an unacceptably high risk of

service interruptions, or if it is able to meet its reliability

| criteria through ultarnntive'dptions, it will not be able to do so

with its most cost effective alternative. Thus, FPL's customers

have both a reliability and cost interest in seeing that this unit

is built on time.

My, Cepero also noted that there are a number of contract
prawé;i)hs that offer reasonable assurance that the facility will
reliably. This reduces the risk that FPL's customers will

uptions or increased costs,

éﬁéﬁéfﬂxﬂ.




Mr. Ceperb also teaﬁified that there were a number of
éoqgractual features that increased the assurance that the facility
would ba avuilab;e at the time of FPL's highest electrical demand.
_Th1§ 1ncreases FPL's ability to serve its load, and FPL's customers
rndbi&o botteg'value for their money under contracts with these

.typ.l of provisiona than Qith contracts that do not provide an
incintivp :or‘operntion in tinmes bf’peak demand.

Another significant benefit associated with the terms of this
contract is that it helps minimize FPL's production costs. First,
thd“'taoiliﬁy'd location reduces the need for additional
transmission facilities and helps FPL to maintain voltage support
on its system. Second, FPL has the right to economically dispatch
and control the faciiity. This should also work to reduce FPL's
overall systﬁn production costs.

Each of these pro’isions and their related benefits work to
protodt or serve the interest of FPL's customers. They provide
terms and conditions not available in our standard offer agreement
and provide additiénai Qalué,td FPL and its customers not readily
quantifiable in a simple comparative cost analysis. Nonetheless,
these provisions and their benefits clearly contribute to the

overall value and cost~effectiveness of this contract.

Based on the record evidence in this proceeding, we find that
the agreement between FPL and ICL is reasbnable, prudent and in
FPL @ atepayers best interests. | We further find that this

‘L: an appropriate’ implementation Qf' our policy to

tion of tallor-made contracts between

Sl



uftllti.l-nnd~qualifying facilities. This contract has a number of

u5VIln;le !aaturns limply unavailable under our standard offer
cantract.

Undor our rulas, a utility is ‘authorized to recover the cost
ot tirﬂ olpacity lﬂd energy payments pursuant to a negotiated
contraat i! th. contract meets our criteria for contract prudence
and Cblt>'rncovory.__ As previously discussed, this contract
latiltjgc nach ot.those criteria. Moreover, we have found the
contract to bo rna-onable, prudent and in the best interest of
?PLFsvratapayQ;s. Therefore, wé find that all ﬁayments for energy
andicapncity'indi by FPL pursuant to the Agreement may be recovered

from FPL's customers.

Section 3;1.1 of the Agreement provides that FPL's obligation

"under the Agreement are not enforceable unless, among other things,

the Commission finds that PPL shall not be required to resell to
another utility the energy and capacity purchased under the ICL/FPL

contract, so long as it is in the best interest of FPL's customers

" to retain the power. We find there.is no statutory or regulatory

regquirement for FPL to resell the power it purchases under this
contract under such circumstances, and this finding is consistent
itly adopted amendments to the cogeneratlon rules.

no rriding policy goal that would be served
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by t:ha iltpdiit:l,on of such a requirement. Therefore, FPL shall not
‘bc raqn:lr‘d to mell the emergy and capacity purchased under the

Aq:cumt 80 long aa it is in the best interest of FPL's customers

,tor FFE to ratain such powar.

RSOOWNDA'I‘IDN

Based upon the record in this proceeding and the findings of
y

. fl&and uoncl.;uiom of law recited herein, it is RECOMMENDED that

th. l’lnrida Public Service Commission adopt a final order approving

th.- .gotiatad ‘-aogenaration agreement between FPL and ICL and

1n05!pbrlt:l.nq .lch of the findings of tact and conclusions of law
-.t tozth abova.

"Bntircd this __ day of January, '.1991

MICHAEL McK. WILSON
As Hearing Officer
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